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WORLD DANK 

Basic Data1 

(Amounts In USS millions) 

Number of member countries 

Subscribed copitul 

llorrowingsl 

Reserves 

l.cn<.ling: Commhmcntsl.4 
Number oflo.1nsl 
Number of <.lifTcrenl countries ussiste<.l since 1946 
Disbursc:mcn1sl 

Staff: Number of staff members 
Number of nationalities represented 

1946 

38 

s 7,670 

72 
n.a 

t 1tll figures arc as or June JO of cJch yc.u shown, c~rcpt for 1973, where n~urcs urc n~ or l>cccr11hcr JI . 1?7J 
2PrincipJI ouat~nding . 
~Cum ut o 1h·c flturcs rrom June 1946. 
~'ct cf c;.r.ccllJllOns, 1crin 1 n~1lons anl1 1cfunding~. 
I: : .ucc> fo1. r l'\'ln\ 10 lfC. tornhng S297.4 milhon. 

1956 

58 

s 9,051 

s 850 

s 228 

s 2,667 
150 
42 

s 1,964 

511 
37 

1966 1968 197)1 

103 107 123 

S22,426 $22,942 S25.222 

s 2,806 s 3,290 s 9.042 

s 954 s 1,160 s l.7•11 

s 9,584 SI 1,247 $21,009S 
461 55 1 96Ss 

79 84 90 
s • .is9 s 8,821 $14,465 

1.326 1,588 3,553 
68 74 98 
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The World Bank Group 

ORIGIN AND NATURE 

The World Bank Group consists of three international financial institu­
tions- the World Bank itself (formally, the International Bank for 
Reconstruction and Development), and two affili:nes-thc International 
Development Association (IDA) and the International Finance Corpora­
tion (IFC). Each of the three institutions. which closely cooperate and 
coordinate their efforts. was established to fulfill a di'\t inc l ft1nl·tio11 . hut all 
:.ire devoted tO the same general objective- tilt.: prov1~iu11 of lina111;i.1l :111J 

technical assistance for economic development. 
Associated with the Group is the International Centre for Settkmc1tt ur 

Investment Disputes (ICSIO), an autonomou~ institution establishcu 
under World Bank auspices. which was designed to provide a (orum for 
l:Onciliation and arbitration of international investment disputes between 
States and foreign investors. 

THE WORLD BANK 

Early in World War II, the economic and financial experts of the Allied 
Nations began to consider what plans could be madr · : ~.v;p meet the eco­
nomic problems of the postwar period. They recognized that attention 
would have to be given not only to the imm ediate relief and physirnl 
recons~ruction o f economies disrupted by the war but also to "the exp:in­
sion , by appropriate international and domestic measures, of productio n, 
employment, and the exchange and consumption of goods which are the 
material foundations of the liberty and welfare of :ill peoples .. .' '1 Dis­
cussions were held on a variety of proposals that were intended to help 
realize these goals. 

From deliberations on these plans. the outlines of two complementary 
financial institutions emerged. The first - to become the International 
Monetary Fund (IMF)-was to promote international currency stability 
by he1ping to finance temporary balance-of-payments deficits and by pro­
vitling for the progressive eliminat ion of exchange restrictions und the 
observance of accepted rules of internation al financial conduct. The sec­
ond institution - to become the International Ban k for Reconstruction 
and Development (World Bank)-was. as itS name implies. to hcip finance 
the reconstruction and developmer r its rr.ember countries. 

By the spring of 1944, after prolou., ... ...i discussions between representa­
tives of the United !:itates and the United Kingdom and consu ltatinn-; with 

1 Ar11dc VI I. Mutual Aid Agreement bct"-'C.:n the Unit.:d Stat.:~ antl uh:Jt llr 11. 1111 
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The World Bank Group 

ORIGIN AND NATURE 
The World Bank Group consists or three international financial institu­

tions-the World Bank itself (formally, the International Bank for 
Reconstruction and Development), an<.! two affiliates - the In tern at ion al 
Development Associ11.tion (IDA) and thc-· International Finance Corpora­
tion (IFC). Each of the three institutions, which closely cooperate and 
coordinate their efforts, was established t1) rullill a distinct function, hut all 
arc devoted to the same general objcctiv•;-the provisio11111' lin:11H:ial and 
technical assistance for economic deve:lopmen t. 

Associated with the Group is the International Centre for Settlement ol' 
Investment Disputes (ICSID), an autonomou~ institution established 
under World Bank auspices, which was designed to provide a (orum for 
conciliation and arbitration of international investment dispute·s between 
States and foreign investors . 

THE WORLD BANK 

Early in World War II, the economic and financial experts of the Allied 
Nations began l-:> consider what plans could be made to help meet the eco­
nomic problems or the postwar period. They rc.·:-ognized that attention 
would have to 1.>e given not only to the immediate relief and physical 
reconstruction of economics disrupted by the war but also to "the expan­
sion, by appropriute international and domestic mens.urcs, or production, 
employment, and the exchange and consum1>tion or gootls which arc lhc 
material foundations or the liberty and welfnre or all pcop s ... " 1 Dis­
cussions were held on a vnricly or proposals that were intended to help 
rc:ilize these goals. 

From deliberations on these plans, the outlines or two complementary 
financial institutions emerged. The first-to become the International 
Monetary Fund (IMF)-was (o promote intcrnationnl currency stability 
by helping to finance tempornry balancc-or-puymcnts deficits and by pro­
viding for the progressive elimination or exchange rc!i trictions nnd the 
11hservnnce or ucccptcd rules or intc111ation11l linuncinl conduct. Tile sec­
ond insti tution- to become lhc lntcrnntionnl Bnnlc for Reconstruction 
and Development {Worlcl Bank)-wns, as its nnnil! implies, to help fina1u:c 
the reconstruction and development or its member countries. 

lly the spring. of 1944, after prolonged discussions between rcprescn ta· 
tivcs or the United Slates and the United Kingdom and cunsultati11n-: with 

11\ncclc VI I, Mu1unl /\lei A11r'cl'n1cr11 hc1wccn 1hc l lni1.:1I S1111.:" 111111 ( ir.:.1111111.1111 
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representatives of other countries, the proposals for these two organiza­
tions hatl reached an advanced stage. A United Nations Monetary and Fi· 
nancial Conference was accordingly convened. Following preliminary 
meetings '.lt Atlantic City, the representatives of 44 nations assembled at 
llrellon Woods, New Hampshire, USA, on July l, 1944, and, three weeks 
later, completed final drafts of Articles of Agreement for the Fund and the 
Bank for submission to the participating governments. 

The Articles of Agreement of the Ban!< were formally accepted by a 
majority of the participants by December 27, 1945; representatives of 29 
~overnmenlS had signed the Articles in Washington on that date. Six 
months later, on June 25, 1946, the Bank opened for busine~s and pro­
c1.:1.:dcll to call up capital from its member governments. All the nations 
which p:.irticipatcd in the Bretton Woods Conference, except the Soviet 
Union, eventually joined the Bank, although Cuba, Czechoslovakia and 
Poland subsequently ceased to be members. By December 31, 1973, the 
Bank had 123 members. 

The Banks Underlying Purpose 
The participants at Bretton Woods realized that, at the end of the war, 

thr.re would be a pressing need for international capital to finance both 
the reconstruction of productive facilities destroyed by the war, prin­
cipally in Western Europe, and an increase in productivity and living 
standnrds, especially in the underdeveloped areas of the world. The re­
quirements were recognized as being so great, and the risks of sur'1 a 
nature, that private capital would be unable to fulfill them withou. _,ome 
form of governmental guarantee. The Drctton Woods Conference fell thot 
the problem could best be solved by the creation of u new type of interna­
tional investment institution which would be authorized to make or 
gunran tec loans for productive reconstruction nnd development projects, 
both with its own ca1litul funds and through the mobilization of private 
capital, and which would be provided with n financial structure under 
which the risk of such investment would be shared by nil member coun­
tries roughly In 11ccordnnce with their economic strength. This is the solu­
tion which w11s embm.lied in the Bank's Articles of Agreement. 

The Articles establish the Dunk ns nn intergovernmental institution, 
corporate in form, all its capitnl stock being owned by its member govem­
mcn ts. The Bank's authorized cnpitnl initially wns $10,000 million but is 
now the cquivnlcn t of $27 ,000 million, of which the cquivnlcn t of upproxi­
mntcly $25,222 million hud been subscribed us of December 31, 1973. 
Only one-tenth of this, however, is pnid in. The remaining nine-tenths of 
the Bunk's c11pil11l is not puid in, but mny be called by the Onnk If required 
10 meet its ohlir.ntions arising out of borrowings or gunruntccing loans. 

'l'llis capitnl st1rn.:ture provitlcs the Bank both with substnntinl lonn 
11.::,011 rrcs l'rn111 its own pnid-in cnpitul nnd with guarantees enabling ll to 
h111111w 1.:vc 11 1110re sizable resources, mainly through the sale of Bonk 
t1hlti•.:11i1111s to invcstors. Cnpllal markets nrc the largest single source of 

4 

funds employed by the Bank to finar.ce its lendjng operations. To Decem­
ber 31, 1973, the Bank had raised in the aggregate the equivalent of 
$15,736 i_ni_llion by the sale of its securities to invesfors. Issues totaling 
$9,056 m11l1on were outstanding at that dnte, of which an estimated thrcc­
quarters was held outside the United States. There were important hold­
ings of the Bank's obligations in about 80 countries. By December 31, 
1973, the Bank had also sold, or arranged to sell, to investors in the aggre­
gate the equivalent of $2,510 million of its loans to borrowers. 

As the records of the Bretton Woods delib-erations indicate, the empha­
sis from the beginning was not so much on what the Bank could lend 
directly out of its paid-in capital as on the concept of the Bank as a safe 
bridge over which private capital could move into the international field. 
~ndeed, it is one of the unique features of the Rank that , although it is an 
intergovernmental organization, it relics mainly upon pri v:11c in veslor~ 
for its financial resources. 
Guar~ntees in international lending were not new. Jn the early inter­

war period, for examrh, several Joans to European governments carried 
the guarantee of other European governments. The new featur.e was lend­
ing by an international institution, euch of whose members was responsi­
ble up to. the a~ou~t of th1! unpaid balance of its capital subscription for 
outstanding obhgnllons. The amount of the risk thus guaranteed was 
limited by the requirement that the total outstanding amount of the loans 
made or guaranteed by the Bank was not to exceed the tol~1l of its unim­
paired subscribed capital, reserves and surplus. 

/Jasic Provisions 

In drafting the provisions of the Articles of Agreement governing the 
use of the Dan k's funds, the founders were acutely nwurc of the need to 
avoid the errors which had characterized much of the international lend­
ing of the past, and particularly of the interwar period. Capital raised 
t~rough sales of.sec~ri lies in foreign capital markets had frcquen tly made 
Ill.tic or no contribution to the productive capacity or the boirowcrs. Many 
of the loans hud been made without reference to the ability uf the bor­
r?wcrs lo service new, or even existing, foreign debt. These lending prac­
tices undoubtedly con lributcd to the widespread defaults in the I 9J0s. 
. To b.o~d. thcse errors, the Bank's Articles contain a number of protcc-

11vc 1>rov1s1ons. The llnnk 's loans must be for high-priority productive 
puq~oscs and, except in special circumstances, must be used 10 meet the 
foreign exchnngc requirements of specif1c projects of reconstruction or 
dcvc~o~i_nenl. The borrower may be a member government, ii political 
subd1v1s1on thereof, or u business enterprise in the territories of u mem­
ber, hut if the borrower b other thon n p.ovcrnmcnt, the lonn must be 
gunrnntecd by the mcmbcz government in whose territory the project is 
lo1:nted, or by its ccntrnl bur k or some compnrable 11gcncy. (In 11r:11.:1ke. lhc. 
flunk hns nlwnys obtained M governm~nl, us distinct from a n·1111al 1>:111k 
guarantee.) ' 
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The Art ides of Agreement enjoin the Bank to act ''prudently" in mak­
ing louns, paying "due regard to the prospects that the borrower, and, if 
the borrower is not a member, that the guarantor, will be in a position lo 
meet its obligations under the loan ... " The Bank, therefore, extends long­
term loans to creditworthy countries and charges an interest rate which is 
somewhat lower than, but related to, market rates. The Bank is also 
specifically required to make arrangements to ensure that the proceeds of 
each loan arc used only for the purposes for which the loan was granted, 
a11d w pay alien Lion to economy and efficiency. 

Tltl! Articles contain three other important provisions governing the 
Halik 's operations. The first is that the Bank must be satisfied, before mak­
in~ any loan. that the borrower would be unable to obtain the loan from 
other sources on conditions reasonable for the borrower. Secondly, the 
Bank is prohibited from making "tied" loans: that is, it must not impose 
any conditions requiring the proceeds of its loans to be spent in any par­
ticular member country or countries. Thirdly, only economic considera­
tions shall be rclevunt to the Bank's decisions; it must not be influenced 
by the political character of the member or members concerned. Nor 
must the Bank and its officers interfere in the political a If airs of any mem-

ber. 

INTERNATIONAL DEVELOPMENT ASSOCIATION 

In the late l940s. thcrc was already some discussion in the United Na­
tions of the desirability or establishing an international agency which 
would finan ce development on terms exceptionally favorable to the less 
developed countries. This possibility wus also touched on by the US lnter­
na1ionul Development Advisory Board in Partners i11 Pru~ress in 1951 . The 
idea became more topical during the 1950s, when the developing coun­
tries as a whole were rapidly adding Lo their external debt, in many cases 
by increasing short-term, high-interest supplier~' credits. A~ the. ~ume 
time as the tlebl burden of the developing countries grew, their nb1l1ty to 
make cll'eclivc use of capital was tending to increase. The uchievement of 
sa1 isfoctory rates of economic development, in many cases, began to re­
quire more external borrowing 1han coulLl safely be provided by loans 

11111tlc on conventional finnncial terms. 
Tht.! first formal proposal l'or the es111blishmcnt ol' the International 

Developmen t Association (I DA) \ook the form of a Resolution introduced 
in the United Sta les Senate, in February 1958. by Sr:rrntor Monroney of 
Ok lahoma. In July 1958, the Senate adopted u Resolution calling for the 
US Na1ion:1l Advisory Counc.:il on ln1erna1ional Monetary and Financial 
Affairs (NJ\C> 1n sludy the rcnsibility of establishing an International 
lkvclop111l·111 /\ssm:ia tion IO make multilateral development loans on 
11· 1111~: 111111'1.' lihl!r:i l than those then available. The Rcsolulion rurther pro­
prnir tl 1ha1 ID/\ should he an atnliutc of the World Bank. The NAC re­
prnll'll l:11•orahly 011 the pn1posal in August 1959. 
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At the A 11nunl Meeting of the Board of Governors of the World B~ink in 
October 1959, the Board of Governors adopted a Resolution proposeu by 
the _LIS Governor requesting the Bank's Executive Directors to formulate 
Articles of Agreement for IDA. In January 1960, Articles of Agrccmcn t 
were approved by the Executive Directors for submission to the member 
gover.nments or the Bank. By September 1960, countries representing a 
sufficient percentage of total subscriptions had accepted the Agreement 
for it to come into force. IDA then had 15 members. By December 31 
1973, it had 112 members. ' 

The time~iness of the formation of !DA was underlined by the 
emerg:nc~, 111 t~e early 1960s, of a large number of newly independent 
countn~s m Africa, many of \Vhich needed finance for develoi)menl 011 
concessionary terms. These countries were 1101ahk10 rl'ly to the s;1111e ex­
ten.t as before on the financial support or the metropolitan powers with 
which .they had bee.n associated. Nor had they developed a credit slandinLt 
of .their own sufficient to enable I hem to borrow on the scale they rc­
~u1red. Many newly independent countries became members or IDA uur-
mg the first years of its oper'.ltions. • 

Co11ditio11s and Resources 

All IDA credits to date, except a very few for project preparation, have 
been for a term or 50 years, with a 10-year initial grace period and nc in· 
terest ch.ar~e .• only ~ service charge of ~ or one percent per annum. 
Because 1t. 1s. 1mpra.ct1cn~lc f~r IDA to raise funds from private investors. 
lhe As~ociat1~n reltes pnmanly on the governments of ils richer nwniber 
countries for tts resources. By December J l, 1973, the cumulative tolul or 
u~nbl.e funds mnde nvailable to IDA amounted to $7 ,135 million. The bulk 
ol this :1mount \'Jns accounted for by the initial subscriptions of member 
countries and three general replenishments of the A ssociation's 
resou_rces: Other components or this total were special supplementary 
co~ tnbu t1ons from several members, and two in terest-frec loans made by 
Switzerland plus a voluntary contribution from New Zealand, both non­
members. Included also was an aggregate of $8 15 million transferred to 
IDA by the Bank, representing that amount of the Bank's net income for 
tl:c fiscal years 1964-73 which, after provision for reserves, might other­
wise have been dist ributed ns dividends. 

Al1ho1J.gh IDA 's sources or funds urc different and the terms of IDA n­
na.ncl.ng arc easier, ID/\ resources arc genernlly administered on the snmc 
principles us those of the Bnnk. The bulk has been extended for fin1111<:it1g 
po,~er ilnd trnnsporlntion , with growing amounts in recent years for 
agriculture and education. 

ID/\ is lcgnlly and lin11nci:1lly dis1inc1 from the B:rnk. Its Artklcs of 
Agreement , however, provide thnt countries rn11st bl! mcmht• Pi ul' thl· 
llan~ to be eligible for membership in lhc Association. In add1111111, thl· 
l'rl.! s1de,~1 or the Runk serves ex oj]icio as ID/\ 's President :1111'1 :is Clt :lll'· 
man ol 11s Doard of Executive Directors. Sirnilnrly, Govcrnws a11d Exei.:u-
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tlv~ Directors of the Bank are ex officio Governors und Executive Direc­
tors of I DJ\. if the countries which they represent ure members of both 
i11 s1i1utiuns. The Dank and JOA also have the same staff. 

OANK AND IDA OPERATIONS­

GROWTH, DIVERSlF~CATION 

Through the \950s, Bank lending was concentrated. on. capital . i~­
l'rastrudure-trnnsportation, electric power, telecommun1cat1ons, and 1r-

d~:1Lion and llood control. . 
/\s newly indl!pcndent countries joined the Bank and IDA, an.d rap1.d 

rnt\!S of popul~i'ion growth put increasing pressure on the worlds baste 
resources, by the early 1960s the requirements of such sectors as 
agriculture, education and lnclustriulization, were recognized by the Bank 
und IDA to be crucial Lo socd and economic progress. 

The great majority of the populations of dev~loping co~ntries ~s 
engaged in agriculture. Industry is the muln alternative occu~au~n an~ is 
u powerful factor in rupid material growth. The lack of education 1s a maJor 

constraint in all sectors. 
Greater emphasis was also placed by the Bank on technic_al. assistance t.o 

help developing countries in formulating effective !>0l!c1cs for t~etr 
lkvclopmen t, idcn tifying and preparing projects, estabhshing appropriate 
dcv<:lopmcnl institutions, <ind in other complex tusks. Th.e Bank.made use 
111 the \!Xperience il had gained over the years by playing an important 
role in aid coordination through participation in consortia and consulta­
tive groups which were being sci up to ensure that aid .from u nu~1be~ of 
different sources is used to a country's t:cst advantage wtthout dupltcut1on. 

II WtlS in I %8 that the fir ·t five-year plan ~:.·r Bank and JOA was initi­
:ttcd, providing for a considerable expansion an\.! diversification of their 
ac tivities, and enabling the institutions to consider more thoro~ghly the 
place or particular projects in the development process. Special elf~rts 
were made to assist the poorest and "least developed" member counmes. 

During the plan period, Ounk/IDA lending more than ~ouble<l as com­
pared with the previous live fiscnl years. Al th.c s~me. t1m.e, s~e1~~ were 
taken to improve the qunlitativc impact of the inst1Lut1ons acuv1t1cs. In 
addition to tending in the traditional sectors, operations greatly in.creased 
in the areas or agriculture and c<luc11tion, uml much more nttenuon was 
paid lO the sol'ial aspec ts of economic growth, includi1~g. population 

1~rowth. cn1plnym1:11t, income distribution, health. mnlnulrlllon, a~d the 
impatl 011 the c n viron men t. In rccogn ition of the mp idly aggravating ur­
han c111Hli lio11-; in ckvcloping countries. the pauern or. :ending. for ur-
11:11111:11 1011 p1ojcl:ls was changed from infrastructure 10 introducing new 
rn111·cph 1111 1dicvi11~ 111h11n pressures. The Uunk ulso began to make 

thn·r.:1 111:111 ~. f111 lc>llrism. 
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N<!w Tr<!nds 

. A brief rundown of the major sectors in whi~h the Hunk and !DA nre 
i n volve~ at present will point up the new directions in which their policies 
are moving. 

Agric11/1~1r~. T~e emphasis is being shifted from infrastructure (large 
?ams.and 1mgat1on works) toward providing increased inputs of use to the 
in~1.v.1dual farmer (f~r~1 credit, technical services, storage facilities, seeds, 
fer .l!z~r, and pesticides}, toward smallholder development and the 
allevialln" of rural poverty. Projects are directed :it practical action to im­
pr~~e. the quali ty ~f life of the people of a whole area by including 
fac1l~ues for educatton, domestic water supply, health, and other social 
services. 

£_d11~ation. While formerly most assistance was f'or the conslruc tion and 
equ1ppmg of scho?I buildings, more attention is now focused on lite im­
provemen t_,of cu rncula and teaching materials, on ways to extend non for­
~~l. educa_t1on to ad_ul~ as ~veil as children, on teacher training and Lrain­
'°.C m bus.mess ad~m1strat1on and management, and 0n the expanded use 
ol educational radio and television. 
. /11d11stria/izatio11. A new dimension has been added to the Bunk's work 
I~ t.hc fi7ld Of heavy. industry (mining, Steel, fertilizer, pulp and paper). 
I fOJects are ~lanned in such a way that they will benefit a country's gen­
eral ~conom1c strategy and be in line with industrial developments in the 
outside wor~d. Also, new emphasis has been placed on labor-intensive 
sn~ull-scale industrial enterprises and others that are primarily cxpon­
onente~. And su~port of development finance companies (DFCs) has 
grl!atly incre.as~d m recognition of the fuel that the activities or DFCs 
huvc a mult1pher effect by reaching smnll enterprises which otherwise 
could no~ qualify for direct Bank loans, by assisting in the development of 
local.c'.1~1tal markets, as well us by encouraging entrepreneurship and the 
:u.:qu1s1t1on of appropriate technology. 

. l'or11/atio11 pla1111i11g. Bank contributions in th is new sector include tech­
nical a~sistance in the organization and planning, uclministrntion and 
cvaluauon of programs, the training of personnel, und communications. A 
lilrge proportion of the funds for population projects has been used to con­
struct clinics, maternity centers, maternity hospitals and training schools, 
and more recently for research activi tics. 

Urba11iznti~11. ~ruditionnl Dan., !ending for transport, electric power and 
tclccommunicat1ons ~us, for the most pan, been directly urban-oriented. 
I lowevcr, the endless stream of' homeless and jobless immigrants from 
ti~~ ~ount~ysidc to t?c ~ities made it necessary to seek out new ways or 
dc.1llng with urbnn1zat1on problems and helping the poorer citizens. 
Among t.he most promising of the new types of projects is th:it of' " site•: 
and serv ices" to cope with the ucute housing shorlagcs. The ohjl!cl 1s 111 

hdp the urbun poor to help themselves in building and improvint• their 
homes. Sites arc provided with n minimum of services. im.·hid1 111', 'wala 
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supply und sewerage, for houses, schools, murkets, and other social nee<is 
closl!IY rl!latctl to employment and transportation opportunities. Research 
is being, done on other new types of urbanization projects, taking into nc­
cm111t a whole region rather than municipal limits, and involving mass 
transit, housing finance institutions, urban land and land policies. Some 
urc in an experimental stage. 

Tourism. The Bank recognizes that this sector can make an important 
contribu 1ion to the foreign exchange earnings of a number of developing 
co11111rics and to reducing regional imbalances ir. income and employ-
1111!111. !'reinvestment studies have been conducted in a number of mem­
he1 1:011ntrics and some lending has bt;;en started in tlais rlcld. But the 
B~ink is very conscious of the social, environmental, cultural, and distribu­
tional aspects ol' lending for tourism and is proceeding cautiously. Evalua­
tion studies arc being made to assess the net benefits countries can derive 

from this sector. 
Environmental impact. In all its lending operations, the Bank is showing a 

growing concern for the impact the projects it assists will have on a coun­
try's ecology and cultural heritage. Environmental, health and social con­
sicJcrations arc taken into account as integral elements in project planning 

and execution. 

De velopment Involves People 

Thus, the more comprehensive view of the development process by the 
Bank h.is led to an increasingly in~cgrated approach to lending by incor­
p1.Hating in to projects a variety of activities which embrace many subsec­
tors and often cut across sectoral lines At the same time, the Bank is con­
ccrnccJ that the bcncfi ts of its ussistancc should be distributed more 
widely, especially among the poorer sections of a country's society. 

The Bank endeavors to be innovative ancJ tlexiblc in its approach 
1owar<l linding solutions when dealing with the special requirements of a 
pl.!oplc to ht.: assisted. In the final analysis, development can have no 
meaning unless it brings a better, fuller and more productive life to the 
mass or the underprivileged in poor countries. 

Appendix/\ lists Bank and I DA cumulative lending operations by ma­

jor purpose and region. 

INTERNATIONAL f-INANCE CORPORATION 

The t"ntcrnutional f.'inancc Corporation (IFC) wns estab lished in 1956 as 
an alllliatc ol' the World Uank. Its object was to help the Bank fullill the 
purpo~c cx1>rl!SSl!d in Article I (ii) of the Bunk1s Articles of Agreement to 
sl!ck w pro1Ht1ll.: private t'orl!ign investment by p11r1icip11ting in private 
l11:111s ;1111l 11th1:1 invl!stmcnts and, when private cnpital was not uvuilable 
111111.':1.,1111:1lllc 1c1111s, by supplementing private invcs1111cnt from its own 

ICSIHlll'l,'S, 

\0 

h!" • ' '~f "' ' -., '" ; I t • ' I 

In its first dec~de the Bank did much, by means of' loans to finµnce ' 
public works projects and otherwise, to provide devcioping countries with 
the infrastructure to support and expand industrial growth. Dul experi­
ence soon showed that the stimulation of private enterprise and private 
investment in developing countries required the help of a :;pecializl!d in­
ternational body. The World Bank itself could not play this role. Thl! 
Bank's Articles require it to obtain a government guarantee for a loan to a 
private enterprise. But many government~ a.re unwilling 1: r unable to pro­
vide such a guarantee, and many businessi:1en are relucr rnt to accept one. 
In addition, the Bank makes fixed-interest. loans; it is not authorized to 
buy equity shares or provide other kinds of risk capital. The B:-nk can only 
mcer the varied needs or a wide range of private enterp+cs indirectly, 
through development finance companies. 

In 1952, a report prepared by the staff of' the Ha11k poit1 tc 1~ out thl! m:cd 
for increased private investment in the less cJevl!lopl!d an;:is anu proposed · 
the creation of an International Finance Corporation as an alliliatc l)I' the 
Bank. 

During the next three-and-a-half years,' discussions on the proposal 
took place among governments and with representatives of the in vest­
ment comm~nities i.o the developed countries. Eventually, in July 1956, 
the In ternational Finance Corporation came into existence. Its initial 
membership consisted of 31 countries. By June 30, 1973, IFC's member 
Lnuntries had grown to 98. 

'ihc first projects offered to I FC covered a wide variety of activities. Fi­
nanci1:g was sought for enterprises in every important less-developed arl!a 
of the world, although mainly in Lntin America. 

The : orporation concentrated its first operations (as it has don<.: since) 
in the fclds or manufacture und processing; these most readily attract pri­
vate :apit<~I aml provide the grc.atcst economic multiplier through the 
translc ~ o.I technology und management skills and through employment 
and tr; .t ning. By the end or its founh financial year, in 1 %0, IFC had 
made JJ commitments in 17 countries with u total cost of $42 million. 

By this time it had become uppurcnt that the Corporation's ell'ective­
ncss was hnmpcred by the fact that, although it could make loans with 
equity features, its Articles dicl not authorize invcst111cnt in equities. This 
rest ·iction wus, in fac t, a serious handicap lO the growth of I r-c nnd its 
ahility lo mobilize private capital !'or foreign invc,.ament. Accordingly, in 
1%1 . the member govl!rnmcnts or the Corporation amended IFC's Arti­
cles of Agreemen t lo enable the Corporntion Ill invl'st in equities. 

/::.\'fl11111/c1t/ 11 l'f ivll f<'S 

l~~c '~us. nuw <Hile lO play a full part in providing ar.d mnhilizin~ risk 
capital lo~ 10v~stir:n1 in the less developed countries. It was nhll: 10 pro· 
mote IHOJCc ts Ilse ,I and It> rein force projects in which it :11 vcsh:d. It w:i ... 
ahle lo work with sponsors in shaping nnd se lling up inv.:stnh:111·; 111 :i wav 
that would rende r them attractive to other private invcslllls. 
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I l also bc~11mc possible for I FC, througti\ nd<::rwrlting or s anaoy' com- men l $iih Its owh fun tis. IFC's'perforrnnnce ::1 tfiat role ~may lfo: judged· by 
111i 1111en ts. to help in spreading shure owncr~~ip in· the developing coun- the fn.ct that for ·every dollar s·o for i nveste.d by I PC others have co'ncur-

, " 
tries. 

Another result of lFC's ability to invest in equities was that the way was 
opened for the Corporation to support private enterprise through local 
development finance institutions. IFC was created to do on an interna­
tional scale what these institutions were established to do on a local scale. 
T heir activities have thus been complementary, and there has been a con­
stant interchange of information, with IFC passing to the local institu­
tions projects too small for it to handle economically, and they, in their 
turn , passing to ire projects beyond thei r scope. 

ll y t 9(,(1, this new breadth of activity was clearly reflected in IFC's 
record . Thi: total number of its inve~tments had reached 124, almost four 
times :1s '. ll:llly as six years before, with a total cost of $172 million, more 
than qu11druple the figure for 1961. Notably, others had invested $890 
111illior. in the same :!n terprises. 

This growth was paralleled by a greater geographical spread in IFC's 
operations. They were now virtually ·.vor ldwide. 

Neiv Resources 
The increase in IFC's equity onerations created a new problem. I t 

became apparent th at there was a demand for loan capital not guaranteed 
by member governments, uncl in larger amounts than I FC could supply . If 
l fo'C was to play its purt in this situation, it now needed more funds. The 
problem was resolved by an amendmen t of the Articles o f the Dank and 
of' I FC whid1 enabled I re to borrow from the World Dank up to u limit of 
l'cJur times its own unimpaired subscribed capital and surplus. The resull 
t11' these amendments was lo pro-.:ide I FC with additional resources for its 
own loans and rch:!nsc the Corporation's ent ire share cupital and rese rves 
l't>r mak ing .quity invc:;tmenls. 

A vailabil ty of these new resources led to a new up11urge in IFC oc-
1ivities. Th ~sc were diversiliccl still furth er, and JrC was able t0 invest 
la rger su111'\ in projects of greater size und complexity . In 1967, the 
cumu la tive 11•1al or IFC commitments reached S221 m illion. or more thun 
t wicc the Corpo.-•tion 's subscribed ca()ilal. 

Tl1is upward prob·cssion hus con tinued and at June JO, 1973, the 
curnulntivc gross totul o f the Corporntio" 's investments in business en­
terprise:; umountc<l to $848 million, invested in 203 enterprises in 51 
developing coun tr i1.:s. Other investors had provided $J ,J64 mill ion for 
th os1.: i.:ntcrprist • making :.1 total invcstrncnt in them, of $4,2I2 million. 

This las t figure, rnth cr than the cumulative totnl of IFC's own invest­
ments, prnvidcs the true mea:;urc of' the Corporation's nccompllshmcnts. 
I t was always cc11trnl to the purposes for which IFC wus set up 1l111t it 
-; frnultl 1101 i11vcsl alo111: hut in association with priva te investors. The Cor­
po1atio11 wa~; 111 :ict as a cat11lyst, to bring together private foreign rind 
d111111· .; t w ra pi tal anti in vcsl men 1 opportu n i til!s, and to facil i tate in vest-
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rently invested approximately three dollars. 
Although legally and financially IFC and ti• !! llank are sepanitc institll­

tions, they i.tre interlinked in vnriuus ways. I !embership in the llank is a 
prerequisite for membership in the Corporation. The President or the 
Dank is ex officio Chairman of IFC's Board of uirectors. Governors nnd 
Executive Di rectors of the Bank also ser ve ex officio as Governors and 
Directors of IFC i f the countries which they represent are members of 
both institutions. The Corporation has its own operating and legal stair, 
but draws upon the Bank for administrative and other ser vices. 

LEGAL STATUS, PRIVI LEGES AND IMMUNITIES 

The Articles of Agreement of the Bunk, !DA and IFC contain provi­
sions which accord legal status and certain pri vileges and imnrnnitics to 
the three institutions in the territories of each of their members. Each 
member government is required lo ta(..e whatever action is necessary in its 
territories to make these provisions effective under its· own law. 

Although not a member of any of the institutions, Switzerland has en­
tered into an agreement which recognizes the three institutions' interna­
tional personality and legal capacity (includ ing status in respect of suits by 
:mtl against them). It grunts privileges and immunities which correspond 
i1~ large part to those which each institution enjoys In the territories or its 
members. 

The more importan l of the relevant provisions of the Articles of Agrec­
mcn t may be summarized as follows: 

/.('f.:<1/ Sraf/1s 

The three institutions have full j uridical personality with capacity to 
make con tracts. to ucquire nnd dispose or prop<: rty, and to sue 11nd he sued. 

Judll'ial Process 

Actions may be brought nguinst uny of the Lhrc<! institutions in the ter­
riturie~ uf any member in which it lws un o llice, has appointed an agen t 
ror the purpose J f accepting service or notic:c of process, or hns issued or 
g11 11 ran tce tl sccurit1~s . hllt no actions against it may be bt<Htght by its 
rm:mbcrs or persons nc1ing for or deriving claims f'rom its m\!mbers. 

/
1ril'llt·Jw.1· 011<1 lm1111111 /tll's 

The Governors and Executive Directors, their Alternates, and the 
1)11icers nnd employees of' the three ins1itutions arc immune from lcgu l 
pw•.:css l'or nets performed by them in their olllc iu l capacily, excepl whc11 
1hc ins titution wnivcs such immunity. Unless they arc lot::il rrn tion :tls, 
they arc tO ht.: uccordcd by cuch member govcr11111cn1 the -;:1111l' i 111-
lll l1t1itics from immigra tion rest ric tions. alien rclds1r:11io11 r\·q11111.: 111 .... 11b 

and national service ol>ligalions. th<: s11111c faci l ities a~ rcg:11d 1; nl' lia rlJ'.c 
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rc~1rictioni; and the same treatment in respect of \rttveling facili ties, as 11re 
acconh!cl to rcprescn tatives, officiais and employees of compnruble runk of 
other nH!IT ber governments. 

The urcltivcs of the th rec institutions are in violable. Th~ir assets arc im­
munl! l'ron. c;cizure, attachment or execution prior Lo delivery of final 
judgment again: t thcr Their official communications are to be accorded 
by each m.;mber the me treatment accorded to official communications 
or other members. 

The th ~cc inslitutions, their assets, properly, income, and authorized 
o111;rat 1 • >n~ am! transactions are immune from all taxation and from all 
customs duties. They arc also immune from liability for the collection or 
payment of any tax or duty. No tax may be levied on any security issued 
by ;111y ol' 1hc institutions which discrimi"lates against that security solely 
bec~ntsl! ii is issued by the institution, nor -nay any such tux be levied if its 
sole jurisdictional basis is the place or ..:urrenry in which the security is 
issued, made payable or paid, 'Jr thr, location or any office or the institu­
tion. 

INTERNATIONAL RELATIONS 

Formal rdntionships between the Bank and the United Nations ure 
governed by an agreement approved by the Bank's Board of Governors in 
September 1947, und by the United Nmions General Assembly in 
November 1947. The Bunk is u specialized agency within the meaning of 
Article 57 of the Charter or ;he United Nations. The agreement between 
the lkmk and the United Nations recognizes that "by reason of the nature 
ol' its int1.:rna1ional responsibilities and the terms of its Articles of Agree-
1111rnt. the Dank is, nncl is required to function as. an independent inlcrn:i­
tional organizution." The United Nations 1ecogni7.eS that "the action to bl! 
taken by thl! 13nnk on any loan is a matter to he determin1.:d by the intlc­
pendcn 1 cxen:ise ol' the Bunk's own judgment," anti thut "it would be 
sound policy !for 1l1c United Nations! 10 rcfruin from making recommen­
dations to the Bnnk with respec t to r.articular loans or with respect to 
terms ol' wnditions of linuncing by the Bank." Th1.: 11grn1.:111cnt includes 
provisions governing such matters as reciprocal rnprcscntution, cons11lta­
lil) f1 and exchange of other than c.:onlldential information. It provides that 
no rormal r1.:t·ommcndution will he mndc by eithl!r organizntion to the 
other without reasnnublc prior consultation. 

/\grc1.:1111.:nts subsequently entered into by the UN and the Bank's nllili­
ntes. IFC and IDA. ore governed by the terms of' the Bunk/UN Agrcc-
111c1ll. 

F111 111:111y y1·:11s, the Bank and the UN exchanged inforn1111io11 and 
~001d111 :11cd 1lw11 tc\'1111ical a<;sistancc and other activities through nn in-
1'111111:11 I 1:11.,1111 C'oi11111iltl!l!. By a provision of the relationship agrc1.:ment 
hi: lWl'l' ll 1111' l IN a11tl I DA. this Committee w:1s given f'ornrnl s1atus 1n 
I '>It I 1'11 \' I i.11 -;1111 Co111111iltl'l! i:; composed of' the Secrctary-(icncral or the 

UN, ttie Presider.t of the Bunk, nnd the Administrator of the UN 
Development Progrumme (UN DP) or their representatives. 1 t niects from 
time to time for consultations and exchnnge of inl'ormntion. 

The Dank works closely with the UNDP. The President of the Bank is a 
member of the In .er-Agency Consultative Board which advises the Ad­
ministrator ..Jf the UN DP on policy matters and reviews the program 10 be 
presented lo the UNDP Governing Council. The Bank has frequently 
acted as Executing Agency for preinvestmen t studies financed by the 
UN DP (s£'£' page 68). 

Dank represen tutives attend and participate in meetings of various UN 
organs, committees and subsidiary bodies, including, e.g., meetinJs of the 
General Assembly, the Economic and Social Council (ECOSOC), the 
Governing Council of the UNDP, the UN Conracnec on Trade and 
Development (UNCT AD), and the regional cc\1nomk l'om111issions. 

The President of the Bank appears before ECOSOC each year, to pre­
sent the Bank and IFC Annual Reports und to report on their activities. 
He is n member of the UN Administrative Committee on Coordination 
(ACC), composed of the Secretary-G ... neral and the hea~s of thl! 
sped:ilized agencies, and of the Environment Coordination Board of the 
UN Environmen t Programme. 

The Dunk and the lntcrnationul Monctnry Fund (IMF) maintain a close 
working rchstionship, uncl there is continuous consultation <ind exchange 
of dal:I at the staff level. The ngreemcnt or the President or the Bunk and 
the Managing Director or the I MF on vurious steps for culbborution, with 
special reference 10 missions, policy maucrs, and cooperation at he:uJquar­
lt.!rs and in the liclll, h.1s been embodied in~' series of joint mc1noranda. 

C1111111•ra/11'(• l'rOJ:rams 

In 1964, to fnc.:ilitatL' IJ, increase in Bank lending for agriculture anti 
i:ducation, the Bank entered into cooperative program agrccm ... nts with 
the UN Food and Agriculture Orgunizntion (FAO) and the UN Educa­
tional. Scientific arid Cuhurnl Orgnnizution (Uncsco). A coopera1 ivc 
program ngrc1.:mcnt was concluded, in 1972, with the World I kalth 
Organi11t1ion (WI 10) in the lields Of water supply and ~1.!WCrnge. /\ -;imilar 
:1i.:rcl•111e11t with the UN Industrial Devclo1,1ncn1 Organization (LJN ll)Q) 
hl.!c:1111c cll'cctivc on January I, 1974. Under the~c 11grccmc111s, assistance 
is provided 10 governm1.:n ts in the iuentilkation t111tl preparation of proj­
ect.; for Unnk financing. The agencies also proviuc s111ff assistance 10 the 
llank in ii~ studies of economic sectors within their respcc1iv1.: til!lds, :ts 
well as support f'or Bnnk economic, a1>1m1isul nnd superv ision n1issions. 
( \ 1sts of ugrccd work under the cooperative 111ogr:1111s nrc sh:ir1.:d by lhl' 
Hank and the purtncr 11gency, 75 percent and 25 IH!rccnt res1wL·t1vcly. 
Since 1965, through June 30, t ')7J, the Ban k's shan.! ol r1111p1·1.1tl\c 
program costs has uggrcgatcd S 17.6 million : the co-;1 111 ll!\\'al I 11/ I w." 
S.llJ million. 
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T(1c Bonk nnd WHO arc also cooperating in •the popu,tution fiel.d, me.et­
ln~ pcrioJicully to review their operational programs in coun tries m -:Vh1.ch 
they have current or planned projects, or other uctivities In, or signifi­
can tly affec ting, that field, nnd to exchange information on projects and 
progr.ams during the implementation stage. 

Other Rrlatio11sllips 
The Dank maintains operational relationships with the four agencies 

additional to those developed under the cooperative programs. It ~lso. has 
informal, bu t substantial, ad hoc relationshi~;s with such U~ organ1zat1ons 
m: the International Labour Office (ILO), the lnternall~nal Tel:c~~-
1111111 ications Union {ITU), the UN Fund for Population Act1v1t1es 
(UN l"l'A). anti the United Nations Children's Fund (U~ICE~). 

The Bank participates in a number of arrangements mvolvmg se~eral 
other UN organizations. The Consultative Group on lntcrnat1onal 
Agricu llural Research (CG I AR). sponsored joint~y by th~ Bank'. FAQ and 
the UNDP, is described on page 64. The Bank 1s assoc1at~d with. WHO. 
FAQ and the UNDP in a twenty-year program to control nv:r bhndn~ss 
in seven countries of Western Africa. The Bank has organized a Jomt 
Coordinating Committee for the control effort and has underta.ken to 
mobilize funds on an international basis to finance the fir5t, six-year 
phase of the program. Since the latter part of 1.972, th.e Bank has been n 
sponsor and financial con1ributor to :l;e Protein Advisory Group of the 
United Nations System, in which it is associated with FAO, WHO, 
lJN ICEF and the United Nations. 

The U:;nk works closely with the Inter-American Development Ba~k, 
ihc Alliance for Progress, the African Devclo»ment Dank •. th: Asian 
1 kvclc>pmcnt Bank. und other region:il devciopment ~rgun1zat1ons on 
maltl!rs or common intl!rcst. It maintain~ dose c?nti.'Ct with the De~clop­
mcnl Assistance Committee (DAC) or the Org:11ll7.at1on for Economic Co­
opera tion and Dcvclormcnt (OECD} through the Dank's European Office 
in Pnris. 
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The World Bank and IDA 

MEMBERSHIP AND ORGANIZATION 

MEMBERSHIP AND VOTING RIGHTS 
Under the Articles of Agreement, only member countries of the Inter­

national Monetary Fu':ld (IMF) mny be considered for membership in the 
Bank. As of December 31, 1973, the Dank had 123 member countries and 
IDA 112. Membersh ip in the Bank is a prerequisi te l'ol' 111c111hcrship in 
IDA. 

Subscri ptions by member countries to the capital stock or the Bank arc 
based on ench member's quota in the IMF, which is designed to renect 
the country's relative economic strength. Voting rights are related to 
shareholdings. Ench member of the Bank has 250 votes plus 6ne addi­
tional vote for each $100,0001 of capital stock subscribed by it. The Arti­
cles of Agreement provide that, with certain exceptions, all matters before 
the Bunk arc to be decided by a majority of votes cast. 

This is also stipulated by the Articles of Agreement of JOA, in which 
voting rights are presently related to the amount of <'ach country's initial 
subscription to the Association. Each member of IDA has 500 votes, plus 
one for each $5,000t of its initial subscription. The Board of Governors' 
Resolution on the Third Replenishment of the resources of the Associa­
tion provided for adjustmer. t of the voting power of all particip.lling mem­
bers. The Resolution on the fo'oµrth Replenishment, which wa::i :!darted 
on January JI, 1974, contains a similnr provision. The subscriptions and 
voling power uf members in the two institutions. as of' December 31, 
1973, are shown in Appendices C and D. 

If 11 government ceases to be a member of 1hc IMF. its Dank member­
ship is terminated automatically after three months unless Governors ex­
ercising th ree-fou rths of the totnl voting power decide otherwise. A 
J:\OVl.!rnmen t may withdraw from the Dank or IDA at nny time. or it may 
be suspended if it fails to fulfill any of its ob ligntions. Suspension is by ma­
juri1y vote of Governors exercising n mnjority of the voting power in the 
organi7,ation concerned. After one yenr, suspension results in automntic 
termination of membership un less the member is reinstated by n similar 
vo1c. If u government be longing to IDA ccnses to be a member or lhc 
Bank. or if its membership in the Bank is suspended, its mcrnbcr-;hip in 
ll)A is uu tomutically termin(lled or susrentled ns well. 

ll)oll.ir 11111ounts usccJ for the c11pi111i or the llunk rcrcr tn United Stall:~ 111111111~ ol tho• IYl' lt',hl 
11111) flni.:ncss in clfoc1 on July l, 19•1'1: fur the i;uhsi.: riplinn~ 11ncl 1:11111rihu1i1111~ ol l l>i\, 111 

United States dollars of the wc11:ht und h11cnc~' ir1 db:11111 Jn1111:11 y l , 1%11 
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or llH· Hun k's or iginal members, Polnnd withdrew in 1 950~ 
('1.cchuslovaki:l fniled 10 pay its full subscription und ceased to be a mem­
hcl' in 1954: aml Cuba and the Dominican Republic withdrew in 1960. 
The Dominican Republic joined again in 1961. Indonesia which first 
joined the Bank in 1954, withdrew in I 965. II was read milled to member­

ship in April 1967 . 
Termination of membership in the Bank or IDA does not relieve a 

~ovcrnmcnt or any direct or contingent obligations to the organization 
assumctl before it ceased to be n memli.:-r. Specifically in the case of the 
Bank . 1hc former member remains liable for calls on the 90 percent un­
paid ponion of its subscription with resper: t to Bank loans or guarantees 
rn111r:1c1cd before the membership ceasrd. Repurchase of the member's 
shams in the Bank, or repayment of amounts paid on its subscription in 
the case or llJA, is contingent up m satisfactory fulfillment of its direct fi­

nancial obligations to the organization. 

POLICY DIRECTION 

The Bank and IOA have essentially the same organizational structure 
for policy formulation and executive supervision, as specified in their 

respective Articles of Agreement. 

Board of Governors 
All powers in each institution arc vested in a Board of Governors, 

which consists ol one Governor appointed by each member country. 
Typicnlly, a Governor is his country's Finance Minister, central bank 
Governor, or a minister or an ollicial or comparable rank. Governors of 
the lh1nk whose countries arc also members ol' IDA serve c•x ojJicio os 
Governors of IDA. Ettch member has the right to designate an Alternate 

Governor. 
While the Uoartls or Governors may delegate most of their author ity, 

certain powers arc specifically reserved to them by the Articles of Agrcc­
men I. These include 1he powers to admi t or suspend members: to in­
cre:1sc or dec rease the capital s1ack or the llank, or. in the case or I DA. to 
au1hori1.c anti fix the terms and conditions of addition•1I subscrip1ions: to 
decide appeals rcsulling from inlcrprct111ions or the Aniclcs of Agreement 
given hy the Executive Directors: to conclude formal cooperative ar­
rangl!men ts with other in1ernational orgunizt:tions: to suspend operations 
and dis1rihutc thc orgunizations' assets: to determine 1he distribution or 
Hank .111<1 IOA net income: anu to approve umcndments to the Articles of 

Agrcc111c111. 
'J'hc Bonrct-; of Uovl!rnors arc rcquircd to hold an Annual Meeting, 

which hy rn-;1nm i-; hdd \ISually in September in conjunction with thnl of 
the IM 1:. The prac1icc ha-; dcvdopctl of ullcrnuting two successive Annual 
Ml' 1· 1111g-; 111 W:1•,hi11gton with one inn member coun try away rrom heud­
q11:1111·1s. nt l hl' 78 A1111ual Mcclings held so far. 18 were In Washington, 
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the others in London (1948). Paris (l 950). Mexico City (l 952), I stanbul 
(1955}, New Delhi (1958),.Vicnna (1961), Tokyo (1964)1 Rio de Janeiro 
(196 7). Copenhagen (1970), and Nairobi (1973). A majority of Govcrno1s 
.• x\!rci.;ing al least two-thirds of the total voting power constitu1cs a 
quorum. At each Annual Meeting, the Governors elect the Chairman and 
Vice-Chairmen for the meeting of the following ycnr. Between Annual 
Meetings, the Governors are polled by mail or cable on issues requiring 
1heir voles. 

£.\·ec·111ivl' Directors 

The Board of Governors of each institution has delegated most or its 
authorily to the Executive Directors. The Presidcnl or the Bank serves as 
·:trnir rnun of the Executive Directors, bul mn)' vole emir in 1hc case of' at1 
equal division. The Articles of Agreement give 1he Dirn: lors n;spon­
sibility ror interpretation or the provisions of the Articles. suhjl!c t 10 a1»­
peal to the Boards or Governors. and for " conduct of the general upcrn-
1ions" of the insti tutions. Proposals for loans or other financing, borrow­
ing, major technical assistance operations, budgets, reports, and recom­
mendations lo the Boards of Governors. and rnaucrs in valving policy 
issues arc submi11cd by the President to the Executi ve Directors for their 
cnnsidcration and decision. 

On December 31, 197 3, there were 20 Execulivc Directors of the Bank. 
Each of the five largest shareholders (France, the Federal Republic of' 
Germany, Japan, the United Kingdom, and the United Siates' "ppoin1s a 
single Executive Director. The remaining l 5 Executi ve Dircc1ors arl: 
clcc1cd for two-year 1crms by the Governors for other members, ead1 
Governor cas1ing 1he number of votes to which his country is en ti tled. 
Each Direc1or appoin1s his own Alternate. An Executive Director of' the 
Bank serves ex o.f]icio as a Dircc1or of IDA. ii' the member country which 
appoin1ed him. or one or more of the member coun1ries whose voles 
coun1ed toward his election. also is n member of' IDA. 

A mujority or Executive Directors exercising not less than one-half of 
1lv,; total voting power constitu1cs u quorum. Each appointed Director 
casts the number of votes lo which the country which appointed him is 
en1i1lcd, and each elec1ed Oircctor the total of the votes of 1he members 
whose votes coun1cd townrd his election, which he must cnst us a unit. 

Clwirt11t111 anti Pr£•sidc•111 

The combined effect of various provisions of lhc Articles of Agree men 1 
and pr:icticc is to make the President of the Oank. who is sclcctetl by the 
Executive Directors, 1he Chairman of the Directors ancl Prcsiden1of'1h1.! 
Bank and I DA. 

The only srn1u1ury requirement concerning eligibili ty is thul the Presi­
dcn1 may no1 be 'l Governor, Direclor or Alternate or lhl! Bunk. 'l'hl· duty 
ur 1hc Prcsidcn 1. omcers nnd staff of the Uank uncl IDA i-; ~oll·h· 111 thl' 
rcspcctivc organ i1.u1ions and nol to nny 01hcr au1hori1y. l':id1 ntl.!llllll'r 
mun try undcnukes 10 rcspcct the internalional d1aracll'1or11t1s du ly and 
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lo rc'rrain· rrom al I ullempts to innuence any employee in dischurging his 

ollh:i:1I responsibili ties. 
Subject tu Lhe direction of the Executive Directors on q~estions ~f 

policy, the President is responsible for the conduct or the ord1.nar~ bus1-
111.:ss or the 13ank and for the organization, appointment and d1sm1ssal or 

its ullicers and staff. 
On April I, l 968. Mr. Robert S. McNamara beca~e the Bank's fifth 

Presiden t. I le began his second five-year term on April I, 1973. The first 
!'our Presidents were: Mr. Eugene Meyer, June 18 to December 18 , 1946; 
Mr. John J. McCloy, March 17 , 1947, lo June 30, 1S'49; Mr. Eugene R. 
lllack, July I , 1949, to D ecember 31 , 1962; and Mr. George D . Wood), 

January I , 1%3, to March 31, 1968. 

ORGANIZATION 

The organization or the World Bank and IDA is outlined in the charl on 
p;iges 22 and 23. Since the Bank and IDA differ chiefly only in the sources 
or their funds and the terms of their lending, the officers and staff or the 
Bank serve IDA as well . They also perform certain common services for 
1r.c, although IFC has its own operating staff. (For details or IFC's 
... l'ganization and operations, see pages 80-82.) The total staff of the Bank at 
December 31, 197 3, numbered 3,553, comprising nationals of 98 coun-

tries. . . 
The operational structure of the Bank and I DA, reorganized m 197 3 

along regional l ines. consists mainly of fi ve Regional Offices at the Bank's 
headquarters- for Eastern Africa; Western Arrica; Asia'; Europe, Middle 
East and North Arrica; and Latin America and the Caribbean . Each office 
is rl!sponsible for planning and supervising the execution of the Bunk's 
d1.:vl!lopment assis tance programs within its assigned countries. ~a~h h t~s 
under i ts direct control most of the experts - such as sector specrnl1sts, ft. 
nancial unalysls. economists, :ind loan officers- required to carry out its 
responsibi l ities. The Regionnl Offices arc headed by Re~ional ~ic~ Presi­
dents. who report to the Senior Vice President, Opernuons. W1thm ~ach 
Regional omce ore two Country Programs D?partments and. a ProJeC~S 
Department, with its own specialists-for ag:1cultu r~, education, pubh.c 
utilities and trnnsportation. Three of the Regional Ofi1ccs also have their 
own tc~hnical staff for development finance company projec ts .. The 
Bank's missions stationed in developing countries report to the Regwnul 
Ollices responsible ror their area or operutions. . . 

This "decentralized" structu re is designed to serve three mum mms. 
firstl~. i t pcrmils the Uunk to main111in und imprnv7 the cffect!veness of 
th1.: tlcvdopmen t assist1111cc il provides to borrowmg countries as the 
t•.rowth in its il l'livi tics continues. Secondly, it establishes the framework 
f'ur cloSL' worl-.1ng relations hctwccn the "country experts" nnd the ."sec­
t11r sp~l' 1 :i l i-.1s," and thus enables them to gain a deeper understnndmg of 

' l ·ll l'i ;""' hill' 1. 1•17•1, the A\in lt c~ionul Ollkc will he divided inln 1wo new rcgionul 
oll1u••; 11•1 I ''"' l\·.t.1 11111l l'11•·11ic, :11111 for S11uth /\sin. 
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the development problems. needs and opportunities of the countries they 
se rve. T hirdly, it permits optimum utilization of Bunk staff in 1leuling with 
more complex programs wh ich require a multidisciplinary team approach 
in preparing, appraising and implementing projects. 

/\ t the same time, provision has been made for a broad range of policy 
:ind operational support to the five Regional OITices. This includes policy 
rormu lation; the assurance of quality and consis tency in Bank operations; 
and tech nical innovation. The support is provided by the Central Projects 
Sta ff (CPS) and by the Developmcn t Policy Staff (DPS). 

Specialists engaged in relatively new types of project work and those 
th at arc too few in number to be assigned to individual regions are ap­
pointed to the Central Projects Staff. They arc responsib le for projects in 
inuustry, population and nutrition, rural development, tourism, :ind ur· 
banization. I n addition, the CPS also dea ls with scc t11r p11 liry matters in 
the decentralized sectors and with project issues. The Cl'~ is headed l>y 
the Vice Presiden l , Projects Stair, who also reports to the Senior Vil'c 
Prcsiden t. Operations. 

The Development Policy Staff (DPS). reporting to the Vice President, 
Development Pol icy, deals with globul and coun try speci lic developmc11 t 
policy issues und sector policies in industry. ru ral development, popula· 
t1on. urbunization, and public and private finance. IL is responsible for 
m:lintaining :ind improving the quali ty of the Uunk's economic work and 
the methodology for carrying i t ou t. I t coordinates policy work throughout 
the Uank; opcrutes the Oank's economic data and projections svstems; 
provides central guidance to Regional Offices on establishing prior.itics !'or 
economic work in member coun tries; reviews the economic analysis sup­
porting country lending progrnms; provides spcciu list resources in sup· 
IHHt of the Regional omccs' country economic work; and manages the 
Bank's program or research. 

As a further measure to assure quality and consistenl'y in the Uank's 
work, lending operations proposed by the Regional Otnces arc reviewed 
h)' the Loan Commillec. The Commillee consists or the Senior Vice Presi· 
dl!n t. Operations; Vice President, Finunce; Vice President and General 
Counsel; Vice President. Projects Staff; and the Regional Vice President 
responsible for the loan being considered. It is the responsibility of the 
C'ommi llce to ensure that each loan is linuncially sou nd, nnd has been 
prcpan.:d in uccordance with the Bank·s policies and procedures, 

In addition to the exis ting In ternal Auditing lJcpanmcnt, the recent cs· 
tahlishmenl of the Operations Evaluation Department reflects the in· 
c11.:ascd emphasis the Bnnk pluces on un incJcpcr1dcnt cvuluution or the 
effectiveness or its operations. Both departmen ts report to a Vice Prcsi­
di:n t who has no other operating responsibili ties. 

The organi7.11tion chart shows the structure of the support and -;crvh:c 
lkp:irtmcnts or the llnnk Group. o r these departmen ts, () llC -lhc l.rgnl 
Ocpnrtmcnt - scr ves only the Bank nnd IDA. The other:; scrvit1.· IH ·a~ 
well. 
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' l'l:.w n:. · 1.z ({'t:j' "'" ~'Mlsslt}il'f' 
At Occcmhor JI, 19'73, in addition to its main office in Washington and 

rnall olliccs in New York for contacl with the financial community and 
1hc financial press, and at UN headquarters for liaison with the United 
Nations, the Dank had 19 offices spread over the globe. 

The European Office in Paris. largest of the Bank's overseas offices, pro­
vklcs continuing representation of the Dank and rFC with European 
governments, central bunks and other financial institutions, European 
ltcadquancrs or activities of other international organizations, and the 
l ·. 11ro1H.:an in formation media, academic institutions and business com-
111u11il)1. /\s required, it represents the Bank and IFC at meetings and con­
l'c r~· 111.:c s, and provides administrative and secretariat services for Bank 
and I FC missions going to or through Europe. There is a small office in 
London. 

The Tokyo Ollice is concerned with facilitating liaison between the 
llnnk ant.I the Japanese Government and the Japanese financial com­
munity. 11 also serves as a source of information for the Japanese press 
and public. 

The Bank's Regional Mission in Eastern Africa, stationed in Nuirobi. 
and its Regional Mission in Western Africa, stationed in Abidjan, arc 
responsible for assisting governments in their respective regions in for­
mulating development projects nnd for providing technical assistance in 
economic anti financial mallers. The Region ·• I Mission in Dangkok is con­
cerned with projec t preparation and implementation in Thailand and 
Malaysia. 

Since mid-1968. the Bank has had a ResitJcn t Staff in I ndonesia to assist 
:i11d advise the Government of Indonesia in the formuhuion and imple-
111c11ta1iun of economic policies. the preparation and execution of specific 
'c1.: 111r anti project plans, anc.1 Lhe coordination and mobilization of' techni­
cal assio;tancc. 

The Uank stution s Resident Representatives inn number of counlrics 
t~ faciliLi~te nnd s~pervise Uank operations and, as the nc,cd arises, Lo pro­
vide advisory nss1stance. Resident Missions arc locntcd in Afghnnistnn, 
Bangladesh. Colombia. Ethiopiu, Ghana. lnclin, Nepal, i ~igerin. Pnkistnn, 
Sudan, Tunwnia. Zaire, and Zambia.-' 

Appendix E lists the Bunk's ollices and missions und their ntldrcsscs. 

1
111 1\ 111~11-.1 1 •1 /.I , .1 l~ l.'\11k11 1 M "\11111 w1ll 11l~u bl.' c~t n lllbhcd in Upper Volin, nnd in Scr\lem· 
11,·1 1'11·1. "'"' Ill \ '1• 111·1111·1,1 
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The Bunk hns three primary sources of funds: the paid-in. Clll}ilal of 

11 cn,bcr governments, borrowings and the net income from i ts opcra­

ti CJ ns. 

CAPITALlZATION 1 

To September 1959, the authorized capital stock of the Bank was 
Sl0,000 million in terms of United States dollars of the weight and fine­
ness in effect 011Julyl,1944 . It was divided into 100,000 shares of the par 
value or Sl00,000 each. 

Under the Articles of Agreement, the capital subscription of each 
member is di•1ided into three parts: 

I. Two percent of each subscription is payable in gold or United States 
dollars. which may be used freely by thl! Ba11I< in any or i1s opera­
tions. 

2. Eighteen percent of each subscription is payable in the currency or 
the subscribing member. These funds may be lent only with the 
consent of the member whose currency is lent. The Articles or 
Agreement require each member to maintain the value qf-the Bank's 
holdings of currency derived from th is portion of the member's sub­
scription. if the par value of its currency is reduced, or if the foreign 
exchange value of its currency depreciates LO a significant extent in 
the member's territories. Similarly, if the par value of a member's 
currency is increased. the Uank is required to return to the member 
the incrcnse in th1.: v1lue of such currency held by the Dank. Fro111 
time to time, the Bank has been settling with members by rccc ivi111~ 
or paying additional amounts of currency pursuant to these rl!qu irc­
ments.1 

J. The remaining 80 percent o f' each subscri ption is not available to the 
Bank for lending but is SlJbj cct to call ii' required hy the Bank to meet 
its oh ligations on borrow.ings or on loans guaranteed by it. Payments 
on any such cull may be made either in gold, US dollars. or the cur­
rency required to discharge the obligntions or the Bank for which the 
call is mnc.le . 

The uncalled capita l under (3) cun-;titlltcs assets whit.:h nrc nvailuiJ IC for 
use by the Bank if ncctlccl for sui.:h purpose. No cnll, however, has been 
made a~ainsl this portion or Sllbscrihcd capital. The ohlit:tlllions or the 
mcmbe1 .. to make payment on such culls 11re independent of each 01hcr: 
in olhc1 words, default of' one or more members would not excuse any 

11 )l)IJar umuunlS used in lhc ICXl or lh is dl:lplCI for cupi111 l or lhc llank refer to Un111:1I S 1 111c~ 
tlo lhir' or 1hc weight nml lln·mc'i'i In c lfi:ct nn July I. 19·t.I . Ut1k 'i' u1hcrwbc spcci li \' tl , all 
n1he1 11111 011111~ in US 1lollur~ rdcr to current tlullnr ~ Unc 1lull.11 ns u~cll for Bani. ~ .. p11:1I 
c11u11 I~ 11ppruxlm111cly I 2061~ t·um:nl doll ar~. 

1Surnt: rucntbl.'rS hove rn11vcrtcd part or all of the IC .111 1i \ huhhnt:' cot 1hc11 fl.'\ t1 11 11·11• 11 11•• 11 
cic~ 11110 United Stnlc ~ 1lullurs to he u~cu wtthout 10,: .. 1111:111111 in the ll :111k ·, up.-1.1111111· •. ""h 
jcc l 10 tho.: 11i;ht uf the ll:tnk Of the 1111:111l11!r lo rcvcl\c the 1t .11l\.ll' l11 " ' 
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oth6"r me i1'bl!r from Hs oblfg,nlon to maJ<c f>uyment Culls n1:ed not ,5e 
ch.:forri:d until thc obligution hus <1otuully matured but muy be made suffi-
d1.1111ly in :idv:1111.'.c of maturity to enable the Bank 10 meet the obligation 
:i~ it hci:om1.:s due. No member may be required to pily more than the un­
paid balance of' its i:apital subscription. On the other hand, us has been 
poin ted out. even withdrawal from membership docs not relieve a 
govern ment either from its direct obligations to the Bank or from its con­
tingent liabilities (including its obligations to make payments of calls on 
the unpaid portion of its subscription) for losses on loans or guarantees 
contrach.!d hy the Bunk before the government concerned ceased to be u 
11 ll' Ill her. 

Thus, the uncalled por tions of the subscriptions, while not available for 
kn dinghy the Bank, constitute in effect a guarantee of the Bank's obliga­
tions hy the llank's members, with each member putting its own credit 
behind llank obligations to the extent of the uncalled portion of its own 
capital subscription. 

CAPITAL INCREASES 

In buying the Bunk's bonds, investors attach great importance to the 
security provided by the Bank's ability to call on the unpaid subscriptions 
of the member countries. Dy the end of 1958, the ou tstunding borrowings 
ol' the Bank had risen to nearly S 1,800 million. Three-quarters of th is wus 
in the form or US dollar ob ligations, and it was fell that the Bank's future 
borrowing in the United States would be facilitated by an increase in its 
rap ital. 

l ~arly in 1959, the Uoi.ml ol' Governors decided to incrcuse the aurho· 
rit l:d i:apital stock of the Bank from SI0,000 million to $2 1,000 million , 
clll:i:tive from September 15, 1959. Each member was given an oppor­
tunity tu double i ts subscription compared Lo what it was on Januury JI, 
1959. Since the purpose of the capi tal increase w11s to raise the Uank's 
gt111rantcc resources. rathe r than to ob tuin cash funds from member 
i;ovcrnments !'or lending. one of the Resolutions adopted by the Oourd of 
Governors provided that the lWU percent anti IR percent portions or this 
~c ncr:il increase or subsc~iptions were to be culled ordy when required to 
meet obligations or the Bank arising Olli or its borrowings or guarnnlees. 
Whlh! this llcsolution is not legnlly binding on future Boards of Gover· 
nors, it docs rcl·ord 1111 understanding among members thut lhcsc portions 
or subscripti ons slrnll nol he called for use by the Uank in its lending 11c-
1ivi1ics or f'ur 11drninis1rn1ivc purposes. 

Thi.! doubling ol' member countries' subscriptions withoul nn increuse 
ill tile paid-ill portion has meant in pr:1ctice that one percent of euch 
111cmlwr's to tal suh:a:riptit111 to the 13ank (ruthcr thun two percent) has 
hee11 p;l\·:ihle i11 gold or US tloll:1rs, and nine pcrce n1 (rut her thun IR per-
1·1·11 1) ha•; 11,·1·11 p:iy:ihk: in the suhscribing country's cu rrency. In ncldition 
111 llll' d1111hl1111: 11p1.: r:iti1111, :t lllllllhCr or countries, including Cnnnda, Ger-
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many and, ~u1l11n~ \ verc given uni OPllOrlunify to make JtirthO'~ specrnl in­
c reuses in their subscriptions. To preserve parity of treatment bet~een 
members, the subscription or these special increases involved the pny· 
ment by the member countries concerned or one percent in gold or US 
dollurs and of nine percent in the currency or the 'member. 

Similarly, when further countries have become members or th\! Hank 
since the 1959 capital increase, the statutory provisions affecting the l wo 
percent and 18 percent portions have been applied to only h:1lf of these 
countries' total subscriptions, so that one percent of each subscription has 
been payable in gold or US dollars and nine pcrcen l in the currency of the 
subscribing member, the remaining 90 percent standing in unpaid form 
as udditional backing for the Bank's borrowings. The same treatment has 
been accorded to special increases in subscriptions which have bcen ap· 
proved from time to time ut the request 111' i11div11l11al 111emhl.'rs. 

In view of the fact that the authorized cap ilnl 111· $21,000 million h:1d 
been almost entirely subscribed, and that there were a number of' new 
countries wishing to join the Bunk as well us existing members wishing to 
increase their subscriptions, the Bank's capital was ugain increased, in 
1963, by a further $1,000 million. A similar situation developed in 1965; 
the capital was then increased by nn additional $2,000 million, bringini; 
total authorized capital to $24,000 million. 

Upon the recommendation of the Executive Directors in 1970, the. 
Board of Governors approved special incre:ises in the subscriptions of75 
of the Bank's member countries corresponding to the selective element ol' 
the increases in their IMF quotas resulting f'rom the Fund's Fifth G enera l 
Review of member countries' quotas. In order to accommodate these in­
creases and to provide the Bank with su fficient authorized capital for new 
members' subscriptions and future increases in individual members' sub­
scriptions, the G overnors also approved nn .increase of SJ,000 miilion in 
the authorized capital stock of the Bunk, from $24,000 million to $27,000 
million. The increase became elfoctive on December 31, 1970. The autho· 
rizcd cupital stock of the Bunk has remained :H $27 ,000 million since then. 
By Dece1nber JI. J07J, subscribed cupitnl of the Dank amounted to 
$25,221,900,000. A statement or subscriptions to the capital stock of the 
13ank is given in Appendix C . 

FUNDS roR LENDING 

I. Capita/ S11bscrlptlu11s. Tho portion of the subscription of all members 
which is pllyablc in gold or US dollars, and the nine percent portion 
paid in nntionnl currency but converted by the subscribing member:; 
into US dollars (s11c1 l'oolnote 2 on page 25) which is freely avnilablc 
for lending, nmoun ted to SJ4J million on December 31, I 97 J. On 111 ,· 
snme dale, member countries had paid in the equivak-11 1 111' $7, l liO 
million as subscriptions in th ei r own currencies to tlw ll:i11 f.. 's rap11al. 
As already mentioned, these suhscriptiom: urc :i v;11lahle for Hank 
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lending only with the consent of the member country concerned. 
I lowcvcr, the Bank mny freely use such subscriptions to defray its 
administrative expenses in member countries. As of Dec:ember 31, 
1973, the total of Lhe-;e subscriptions that the Bank had been able to 
use in its lending operations, including amounts allocated to future 
disbursements, Vias $1,845 million. The use of the remainder for 
llank lending was still governed by restrictions. 

2. Sale of fJank Obligations. The Bank has obtained the principal part of 
its lending resources from borrowings. As of December 31, 1973, the 
llank hnd sold its own obligations in various currencies in an aggrc-
1!,:ttc principal amount equivalent to $15,736 million, of which ap­
prnximatcly $9,056 million was then outstanding. A fuller descrip­
th>n of' the Bank's borrowing activities is given in the following 
chapter. 

3. Nt•t /11co111e. The Bank's net income, which is derived mainly from in­
terest. commitment charges on loans and earnings from invest­
ments, rose from SS.3 million in fiscal 1948 to $186 million in fiscal 
1973. Most or these net earnings have been allocated to a Supple­
mental Reserve against Losses on Loans and from Currency 
Devaluations, and may be used in Bank operniions. An amount ug­
grega1ing $815 million of the Bank's net income has been trans­
ferred to IDA over the fiscal years 1964-73. As of December 31, 
1973. the Supplemental Reserve and unallocated net income 
amoun ted to SI ,55"1 million. 

As loans arc repaid or sold to investors, the proceeds generally become 
available for reuse by the Bank. As of December 31, 1973, the total 
a1111n1111 sold 10 in vestors of parts of Bank loans aggregated the equivalen t 
of $2,510 million. Such sales have declined in recen t years, the decrease 
having resulted mainly from the general scarcity of capital and the fact 
that the llank could not offer yields on portfolio sales as aurnctivc as those 
available on other investments. Total j)rincipnl repayments of loans. in­
cluding prepnymcnts, amounted at December 31, 1973, to$5,609 million, 
or wh ich SJ.520 million was repaid to the Dank and $2,089 million 10 in­
vestors who hall purchased parts of Dank loans. 

28 

THE BANK AND CAPITAL MARKETS 
The international capital markets constitute the largest single source ()r 

funds for the World Bank. As of December 31, 1973, the funued debt or 
the Bank consisted of J 31 issues of obligations, denominatctl in 111 
dirrerent currencies, totaling the equivalen t of$9,056 million.' This figure, 
howe~er, does .not indicate the full size and scope of the Bank's marketi11g 
operations, as ll represents the net outstanding amount In all, the Bank 
has marketed 230 issues of securities, aggregating S 15,'1 J6 million. 

Bank borrowings to December 31, 1973, are summarized below: 

Currency of Issue 
(Amounls In No. of Orl~lnal Oul~tandin~ 0111s1:andi11~ 

USS mllllons rqululcntsJ lswc~ A111uu111I A111c.111n1 I~""" (No.l 

U.S. Dollars 8J 8.)07.'J .l:IJl.'l l6 
Uelgian Fruncs 4 81.1 !1'J.O J 
Canudiun Dollurs 9 210.8 151.7 6 
D(!utschc Murks 61 J,490.J 2,Jl 7.0 .19 
Financiul French Francs I J0.7 J0.7 l 
llalhtn Lire J 98.22 98.22 J 
Japanese Yen 15 1,784.0 1,681.2 15 
Kuwai1i Dinars 6 4J9.I 385.6 6 
Lebanese Pounds I 30.4 J0.4 I 
Libyan Dinurs 2 135.1 84.4 2 
Netherlands Guilders 9 208.7 175.J 8 
l'uunds Swrlinll 4 69.7 43.6 J 
Swcdi~h Kronur 2 J2.7 32.8 2 
Swiss Francs JO 817.3 524.8 H1 -

2JO 15,736.0 9,056.1 l.l l 

1 Jncluding Jmoun1s rccciwble under con1rnc1s. 
11ndudcs Financiul Lire flit 20.000,000,000 - SJ2,4S9,997). 

/\s required by the Articles of Agreement, the Bank has created a 
special reserve, invested in liquid assets, which may be usetl only to meet 
the llank 'sown oblig11tions :Irising ou t of borrowings or guarantees. Under 
l~e Articles, curing the first ten years of the flank's operntions a commis­
sion of 001 less than one percent and not ;nore than IV! percent per an­
num had to be charged on the ou1s1untli11g portion of all loans made by 
the Uank out or borrowed funds and on ull louns guaranteed by the Dank. 
The commission was, in fuct, fi xed at one percent and with a few excep­
tions wns included in the in 1ercst rate. /\II commi~:sions recei ved were set 
aside in the Special Reserve. This practice was cliscontinuell on July I 
1964. when the Special Reserve hull reached $28B million. Since then ali 
l~rnn charges, including the one percent previously segregated ns con1111is­
s1on, huve been consitlcred us pan of the Bank's regular income, w1lh th\! 
exception or commissions on a few curly loans. The commissiu11 charge 
on these loans subsequently raised the Spccinl Rescrvc 10 11vcr $2'J7 
million on December 3 l , 1973. 

1Exprcssed in currcn1 US tlollJrs, All funhcr amoun1~ rcl.111111\ 10 huir11w1111:., loy 1llc 11.111 1.. 
urt expressed in rurrcnl dollnrs. · 
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The Articles ol' Agreement restrict the nmolJnl or loans by Lht· Bunk to 

I 00 pcrccn t 01' its unimpaired subscribed capital, reserves and surplus. In 
l':ict, however, the Bank's outstanding loan commitments urc far from this 
maximum and arc not likely Lo approach it i n the foreseeable f ulurc. 

The following table summarizes the resources behind the Bank's 
obligations as of December 3 I, 1973: 

I >uc from bunks and other depositories 
l11.c,11111:n1s (including time deposits) 
ltcrcivahlc 1111 account of subscribed capital 
I '"hul\cd l1~1ns outslandint:: held by Bank' 
i\cc1 m:1l 111cumc on loans 
l{n·1•ivahlc from purchases on uccounl of 

cll•·c tivc loan~ agreed 10 be sold 
Spcl·ial 1cwrw 
M i,n:ll:111co11s assets 

l.css: Due to ID i\ 
M iscclluncous llubililics 

Unculkd c:ipiial subscriptions 
Torul 

S404,888,000 
285,802,000 

1
t1mlhhUl•<•l l»111 <olnlllllllllcnh on1vun1c.t In S5.~~l .'171,00011n lk.:cmbcr JI, 197). 

s 221,606,000 
3,569 ,730,000 

437,603,000 
t 5,250,463,000 

164,775,000 

8 t ,936,000 
292,509 ,000 
233,212,000 

20,251,834 ,000 

690,690,000 

SI 9,561,144,000 
27 ,383.763,000 

S46,944,907 ,000 

DEVELOPMENT OF MARKETS FOR BANK OBLIGATIONS 

While the United States market has been :i major source of Bank funds. 
it has been the Bank's policy to develop as broad an international market 
a~ practicable for its operations. As an active international lending institu­
tion which must go to the market periodically lo finance its operations It 
is important that the Dank should be able 10 tap ns many sou rces of capi~ol 
us possible and not be unduly dependent on any one source. The creation 
of a broad demand for Bank obligations strengthens the position ol' the 
Bank's outstanding securities and facilitates future borrowing operations. 
Through the years, the .Bank has built up a wide market for Its obligations, 
their rating in the inlernalionnl investment community is of the highest. 

I loltlings or Bank securities arc widely distribl!ted, being held by pri­
vate investors und governmental institutions in some 80 countries. As of 
December 31, 1973, about one-quarter of the Uank's outstanding 
securi ties wus he ld in the United Stutes: the remain ing threc-qu:irters was 
held in other countries, inc luding holdings by central bunks. 

The increased rate of lending now under wuy and plunned ror the 
l'ulllre has required a corresponding increuse in funds uvuilublc to the 
Bank rm its 1lpl!ralions. More intensive efforts have been mudc in recent 
years, lh \!rcl'on:. 1101 only lo incrcnse the Dank's borrowings but nlso to 
ti11tl 11cw ..;mirl'.\!S 111' l'1111ds. Th is has taken place 111 a time when competing 
tlc111:i11tl.; 1'111 ~·ap1tal have made it more tlinicult and, in general, more cost­
ly 1111 thr ll:111k tu h111 rnw. The Bank cun offer securities only with the con -
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sent of the govcrnmems in whose murkcls they arc to be sold. Further­
more. to obtain r11nds, it must olfcr yields to investors which arc competi­
tive with those :iv:11:11ble on similar types of securitie!i. Thus the <1vcrnge 
cost of all Bank olfori1!gs during fiscal year 1973 was 6.93 percen l. 1 n the 
first six months of fiscal year 1974. the cost of borrowing rose subst1111-

tially. 
As a result of its intensified efforts, the Bank borrowed a gross amount 

equivalent to S7 ,770 million in the five years ending December 31, 1973. 
Its borrowings of nondollar currencies increased sharply during this 
period, in which the Bank placed its first issut:s denominated in French 
Francs, Japanese Yen. Lebanese Pounds, and Libyan Dinars. 

Till' Markl't ill till' United States 
In the Bank's early years, only the United Stales 111at kct was able to pro­

vide it with sizable funds. since capital markets in l ~uropc were preoe­
cupied with the financing of domestic postwar recovery and reconstruc­
tion. When the Bank prepared to approach the US market l'or the first 
time, it encountered major prob lems, due in part lo investor atti tudes 
towurd foreign investment and in part lo legal regulations affecting 
security sales and purchases. 

To overcome these difficulties, in 1947 the Dank embarked on programs 
to disseminntc information concerning its n1:rposes, capital structure, 
organization, poiicies, and operations. One program was designed to reach 
investment institutions, investment bankers and dealers, anti investment 
advisory and rating services. which together make up or in!luencc the 
bulk of the bond market in the United States. The olh\!r was direct\!d 
toward Stale and Federal au thorities in the United States to make the 
Bank's securities elir,ible investments for institutional investors. 

Doth programs were !);.iccessful. The Bank's securities are readily 
offered and tratletl by numerous in vestment banks and dealers. und the 
principal rating services have listed them ns Triple A, the highest invest· 
ment rating. 

The first public olfcring of Bank bonds in the United States wns made in 
July 1947, about two months after the first Bank loan. /\II subsequent 
i!:')ucs in the United States were public offerings as well. Currently, 19 or 
these issues urc outstanding in an amount of S2,571 million. 

Thl' Market outside the United States 
In addition to postwnr limitulions on capital murkets ubroad, the Bunk, 

when it sought to estublish n murkel for public issues in various member 
countries, found that it wus fuced with problems similar lo those it en­
countered on first entering the US market. Prospective investors and the 
financial communities had to be informed about the purposes, organiza­
tion , policies. and operatiOllS or the Bank, nnd the legal Sl:tlUS or the Hauk 
and its securities hnd to be determined. All rn~mbcr govcm111e11ts rrn1111.:1-
111ed in helping the 13nnk to overcome these obstarlcs, as did Swilll!rla11tl," 
nonmember. 
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'Tl~e B~tn~ has .~arketed its obligations outside the United St11tes by 
IH.•bllc ollcnngs of ns securities and by placing securities privutcly, muinly 
wi th ce.n tral .banks and government agencies. Pans of its p1Jblic issues in 
the United States have also found buyers in other countries. 

!'11/Jlic Qf.feri11KS 

To . ~cccmber 31, 1973, the Bank had publicly offered 72 issues of 
se<.:~nt1es on markets outside the United States. These issues totaled the 
cqu1valcnt or ~2.9.18 million, of which 59 issues totaling $2.486 million 
wen.: ou tstanding in whole or in part. They included issues denominated 
i11 1.h:lgia r~ Francs, Canadian £?ollars, Deutsche Marks, French Francs, 
l1:1li:1n Lire, Japanese Yen, Kuwaiti Dinars, Netherlands Guilders 
l1m111ds Sterling, Swedish Kronor, and Swiss Francs. ' 

'!~he 111:incip:il sources of funds derived from public offerbgs outside the 
~n1te~I States h~vc been the investment markets in Germany, Japan, 
Kuwait, ilnd Swnzcrland. The. German market was the largest of these 
sources of funds. Beginning in June 1959 and to December 31 1973 14 
World Bank issues aggregating OM 3,120 million (S 1,153 million) ~ere 
p~b~icly offered in Germany. Of these issues, DM 2,858 million (S 1,0.)7 
m1l11on) was outstanding at the end of 1973. 

The firs~ public ~lfering or World Bank bonds on the Japanese market 
w:~s ~1ade in 1971. in an amount of ¥ 11 .000 million. Altogether, six such 
of~e~ings hav: be.en made in an aggregate of ¥ 98,000 million ($350 
r111llt0n). all of which was outstanding on December 31 197 3. 
• Si11~e ~ 968, the Bank has made rive public olfcrings ~n the market in 

I~ 11wa1t 111 ."'.1 aggregate of KD !JO millior. ($439 million). or which · 
K D 12.5 m11l1on (S42.2 million) was on a delayed delivery bnsis until 
1-°L'hru."~Y 1.974. Aside from bonds on clclayecl de livery. total outstanding 
Kuwaiti Omar bonds amounted to KO 114 million ($386 million) on 
December 31, 197 3. 

Although Switzerland is not u member of the Ba11k. negotiations be­
t.ween the Oank and the Swiss Federn! Council resultcu in the signing of a 
~ormul a.grcement in m"cl-195 I, under which Switzcrlu110 recognized the 
1~t7~1~:1t1onal pcrso~ulity and legal capacity or the Bank.: nd grnntrd it 
l'.1cll~11cs c.orrespond1ng in large part to those accorded thr liank in the tcr­
~1torie~ of n~embcr countries. Since then. the Bank has offered 19 public 
ISSUCS In Sw1l1.c rl11ntl. totaling Sw r 1.445 million, or which 12 issues (Otul· 
ing Sw F 95(1 million ($294 million) were outstunding in whole or in pnrt 
on DcL·l.!111hcr J I, 1973. 

/'ri1°f//1• /'lm01'1111'11/s 

All priv:itl' placl.!1111.!rtls or World Dank obligations have been with 
pu1chai•e1 o; 11111~idl.! the l lnited States- mainly central banks und other 
1•.11wrt111ll'll tal 111~1i1111io11s. Thc!ic i:;sues, one hundred and thirt y in num­
ltL·r. li av1..· hl'c 11 dc110111i11:11ed in vurious cur;e11cics, includin~ United 
S1a11:-: tic ill :w ; Ni or Dl.·ci:111hi:r J 1, 197 J, the amoun t of priv:11e pl~cemen ts 
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uggregated the equivalent of S9 ,128 million. of Which $3,995 million wns 
outstanding. 

The largest source of funds through private placements. as well as the 
largest single hole.le~ of World B11nk obligatiof)s, is The Bank ol' Japan. lk· 
tween February 1970 and t.he end of 1973, The Bank of Japan lent in Ye11 
the equivalent of some :Sl,300 million to the World Bank, virtually all or 
which was outstanding on December 31, 1973. The Deutsche Bun· 
dcsbank-the central bank of Germany-has been a major source of 
runds to the World Bank since 1958. To December 31, 1973, Bundesbank 
purchases of World Bunk Deutsche Mark obligations aggrcguted the 
equivalent of $1,300 million, of which $950 million was outstanding. 

In addition to these central bank issues. the World Dank has outstand· 
ing four issues of two-year US dollar clenomi11:1tl'd honds with ren11:1I 
banks in 75 countries and with other govcrn111e111al agencies and intl.!fll\I· 
tional organizations. The total outstanding un December J I , 11)73, was 
S8 10 million. The Bank began placing these short-term dnllar issues in th.: 
mid-l 950s. None of them is held in the United States. The lasl placement 
was in September I 973, when a Sl 70 million issue of two-,:i.:ar US dollar 
bonds wus sold lo central banks and other governmental agencies in 50 
coun tr'es other than the United States and to one in ternational agency. 

S10111s of Bank SC!CUritil'S 
Securi ties issued by the Bank arc its direct obligation. None is secured 

by n pledge of specific assers and, as required by the Articles or t\grct.:· 
men t, the securities stale th al they arc not obligations of any govern men 1. 

As explained earliedpages 18, 25 and 26). however, member governments 
.ire cbligcd to make payments on thei r uncalled capital, if this is n.:quircd 
by thL Dank to meet its obligations on borrowings. Thus, the uncalled 
capital provides strong backing for the Bank's securities. 

All 1he securi ties contain a provision to th1: effect thut. with :i minor e:-.­
ccption relating to purchase money security, the Bunk will not pledge any 
orits assets to secure other debt unless the securities share wo rato in such 
a pledge. Many outstanding securi ties of the 13ank con tuin sinking fund 
provisions obliging the Bank to 1rnrchasc or redeem securities for sinking 
fund purposes during the life or the issue. 

Under the Articles, holders of Bunk obligations do not. a-; such. enjoy 
any general exemption from taxes on interest paid to them. The securities 
and the in terest thereon, howcvcr. ure not subject tunn y tux (:1) which dis· 
criminatcs against the securities solely lH!l':lllSC they ure issul.!d h}1 the 
Dank, or (b) if the sole jurisdictional basis ror taxation is the pl11cc or mi·· 
rcncy in which the securities urc issued. made pnyablc or pnid, or the luca· 
tion or any otnce or place of husinc~s nrninwi·netl by the Bank. Also. u1ull:r 
the Articles the Onnk is not obligated to withhold or to pay any ta~ on 1111· 
inlen;st on the securities. 

Sales uf /.oa11.\ 
13y Occcrnber 31. 1973, the llnnk hucl sold or arrang~tl 111 -;1• 11 tu i11ve:v 
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~ t 
1ors p11rts or its i.::::!'" in u totul umounl cquiv:.llent to S2,5 l 0 million, of 
whkh S2,090 million had bc1::1i ~"!laid. Nearly all sales were malle without 
tile ll:ink's guar:intcc. 

In some cases, sales are made after the lo:m \.\;!"tract has been Si!!•~:d 
and llisbursements have been made, and these are ocs1gnated as 
"portfolio sales." Jn other cases, sales arc arranged at the time the loan 
rn11 tr;1ct is signed und funds are called when disbursemen ls arc made. The 
l:111cr arc designated as ·•participations." Portfolio sales accounted for 
) I .X<d million or loan sales to December 31, 1973, and participations for 
')(1·17 111illlon. 

For ahout livc years, loan sales were an important sour~c of replenish-
1111:111 111' the Bank's lendable funds. The peal-.. was reached in the fiscal 
years I %2 and I %3, when sales were S319 million and S27 3 million 
respectively. Loan sales declined thereafter due lo the worldwide scarcity 
or rnpital in recen t years and the resulting increase in the general level of 
interest rates. This increase has mat.le it dillicull for the Bank to offer 
yields on loans in its portfolio as attractive as those available on other in­
vestments. 

/\sin the case or the Bank's securities, loan sales have been on a broad 
international scale. United States private investors have purchased 30 per­
cent or the tot:tl. The remainder was bought by investors 11broad, includ­
ing purchases by governmental agencies or their own government's 
obligations LO the Bank. 

Loans Sold and Ai.:rct•d tu he Sold 
to Dcce mbcr 31, 197 3 
tin llS$ n11ll111n' ,·quiv.11.:n 1,1 

1'11rd1.1,l!ll hy 111\'C'hll' oul,ilk US 
l'ur ch."1!11 hy US 111vc,lm' 
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FI NANCIAL STRUCTURE OF ~ DA 

By its Articles or t.grccmcnt, ID/\ in a legal sense is an entity separ:11e 
anti distinct from ~nc Bunk. /\t the same time, its particular runt.:tion is 111 

provide financi.:. "on terms which urc more n.exiblc a.nd bear kss hcavil~1 

0 ,~ the h:\!:.ince of payments than those or conventional loans, thereby 
rurthcring the developmental objectives oflthc Bank! and supplementing 
its acti vi tics." 

ID/\'s primary lending resources have been the subscriptions and sup· 
pk men Lary resources, consisting of th rec replenishments and special con­
tributions provided by .member countries, chicny its 20 wealthiest. The 
World Bank has made grants to 1nA out of its net income, and the 
Association has a small net incor uf its own. In addition. IDA has rl'· 
ccived two interest-free loans f'rr .1 Swit1.crl:1llll a11d a v11lt111 ta t'y contrihu· 
1ion rrom New Zealand. neith .. of which is a 1111.:111hcr. 

SUBSCRIPTIONS 1 

The Articles of Agreemen t provided for initial subscriptions by all 
members or the Bnnk nt December 31, 1959, since all were eligible l'or 
membership in IDA. They were bused on a total of.Sl,000 million, with 
each member's subscr iption proportioned to its subscription to the capital 
stock or the Bank. In g<'.,crul, the same formula has been upplictl to new . 
members. 

In accordance with the Articles or /\grccmcn l, members or the Associa­
tion arc divided into two groups: Part I countries, consisting or the mu n· 
tries which arc more advanced economically; and Part II countries, l· u111 -

prising the developing countries. The two groups make their payments on 
subscriptions in different ways. The entire ~ubscriptions of Part I mun· 
tries arc in convertible form and arc usable by the Association in its lend­
ing operntions. wh ilc only I 0 pcrccn tor the !;ubscriptions of Part 11 coun­
tries is in convertible funds. The rcmnindcr is pnid in the member's own 
currency und mny not be used by ID/\ without the member's consent. 

Seventeen of the Uank's more highly industrialized members were 
named in the /\rticlcs or Agreement as being eligible for original Pnrt I 
membership. Fifteen or these had joined as original members by the entl 
of ID/\'s first fiscal yca1, June 30, 1961, and Belgium and Luxembourg 
jomcd in 1964. Kuwait bccumc 11 Purl I member when it joined all three 
·world Bnnk ins ti tutions in 1962, while Iceland become a Part 1 member in 
1971, und lrclnnd in 1973. As of December 31, 1973, IDA's mcml>en;hip 
consisted of 112 countries, or which 20 were Purt I and 92 were Purl II 
members. 

The initiul subscriptions or Part 1 mcmhcrs. all of which have hccn paid 
in, 11ggrcg11te $754.475,000, or upproximnteh 74 percent of' total initial 

I L>ull.11 urnounts u~ccl in lhc text nl 1his ch1111tcr 1111 \t1hw1111111111' antl l·1111111h111111 11' 111 111/\. 
the Sw1~' loan\ :inti the r,rnnt froni New i't!alunll, rdc1 w \ 111111·!1St.11c-;111111 .• 1 .. •1111 ... " ''1rh1 
nml hn1: r11:~~ in effec t on Jnnuury I. 1%11 lJnh:'' 111l11:1wi'c 'l"'c•hctl, .111 "'"'' ' .1 111t1111 11 ' 
refer to current dolln:s. <>ne clollur of 1%11 cqun l~ 1111 1110~111i.111.: ly l.Jflt, l'I 1·11111•111 ll.111.11, 
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suhscrir)tions. As. of Decerrtber Jl, 1973, initial subscri11tions of the 92 
1':1rt II mcrnhcrs rcprcscnt1.:d 26 percent of the total und aggregated 
$1(19 ,897 ,000. Of th is amoun l, $26,989 ,700, or l 0 percen l, had been puid 
in convertible form. 

Under the Third Replenishment, as will be explained later, it was pro­
vided that additional subscriptions by members could be made to the 
Association in such a way that roughly the same proportion would be 
maintained. As a result, by December 31, 1973, 19 Part l members had 
n1:idc additional subscriptions in the amount of $28,405,920, and 69 Part 
11 111l!111l>crs had taken up their rights and made additional subscriptions 
.1111llu111ing to S9 ,223,040, or which S801,l 00 were in convertible funds. In 
addition, hy the stimc date, a number of Part II members had released all 
or part ul' the remaining 90 percent portions of their initial subscriptions, 
totaling over $24.7 million, for use by the Association under various terms 
11nd conditions.1 

Thus, IOA's total usable resources ava ~ lable from initial plus additional 
subscriptions by December 31, 1973, amounted to $835,391,000. The 
Association held another $226,610,000 in ::urrencics und notes not yet 
available for use, representing the unreleased balance of the 90 percent 
portions of initial subscriptions and the additional subscriptions or Part 11 
members.J 

ADDITIONS TO RESOURCES 

Under the Articles of Agreement, the Association was directed to 
rcvicw the udequucy of its resources in the light or the schedule of pny-
1tll:11ts on initial subscriptions, which were to be completed over a period 
ol live )1c:1rs and opproximalely eoch five years therenrter, and to autho-
111c a general increusc in subscriptions if thought desi rable. The Articles 
al-;u authorize the receipt of supplementary resources from any member, 
on terms and conditions to be agreed upon. Increases in subscriptions. 
repll:nishments in the form of supplementary resources nnd special con­
trihu1ions to IDA arc subjec t to approval by the legislatures of the in­
dividuul meml>cr coun tries. 

Fir.w U e11te11lsll1111•111 

The Exccu tivc Direc tors reviewed the adequncy of IDA's resources in 
1963, :1110 rccommenucd that they be replenished. II wns agreed that 
replenishment should 111kc the fo rm or supp lementnry contributions 
rather than 11 i.;cnernl increusc in suhscripliMs, which would involve nd· 
j us11ncnts in voting rights and other complications. 

111 Ju11c I % ·1.11 First llcplt:nishment or the Association's rcst)urccs was 
:1pprovcll hy the lloa1d or Cillvcrnors: IDA was authorized to rccciv<: Slip· 

i'\, 1111 L' 11l 1hn.: l11111h 111c av.11l.1hh: only for use in the mcmhcr country. 
11 '1111qh•11,.111111• p .11•111.:111\ hv Ille A~.;11d111iun or the 111cr11hcr nrc rcquucd, us UlltHOJHIJIC. IO 
111 ,11111.1111 tit .- 11111t .1t v.1 lm: of 1hcw n11rcncic'i, 'iO hin11 us lhC)' sh:ill 1101 hnvc been ini tinlly 
111 ,11111'1'1111• ,. " 'h.1111'c•I f111 1ltc 1•111 rcr11.')' 111 .mother member .1 hi~ u1111lic~ also 111 lhc cur· 
f\."lh W\ ttl l '.u t t tht' IU11cf •, 

ntementary contributions nggrcgUting $741.375,000, including contribu­
tions agreed lo by Belgiuh1 and Luxembourg, whil.:h bcclimc members in 
mid-1964. Initial subscriptions of these two countries increuscd the 
replenishment Lo S750 million, available for commitments for the period 
up to a. lt':1st June JO, 1966. In addition , Kuwai t decided to participate by 
mnkin ~ .1 .. onlribution equal to its initial subscription orS3,360,000, rais· 
ing the total replenishment to $753,360,000. Each contribution was paya­
ble in freely convertible currencies in three equal installments, the last of 
which was payable on or before November 8, 1967. 

Second Rt1ple11ishme111 

In September 1968, the Board of Governors approved a Second 
Replenishment of IDA 's resources, authori1ing ID/\ 10 receive con 1rib11· 
l ions aggregating upproximn1cly S 1,200 mill ion. 'l'h is :11111111 111 was 111ade up 
as follows: Sl,170,480,000 from the then 18 l':trl I countrks; specia l suri· 
11lemen Lury contributions (see also page 40) totaling $17 ,520,000 l'rom 
five of these coun Lries-Canuda, Denmark, Fin land. the Netherl:111ds, and 
Sweden; and a 50-ycur, interest-free loan equ ivalent to about $12 mill ion 
from the Swiss Confederation (see Other Resources, page 40),' not a mem­
ber or IDA. These funds were lo be made nvuilable to IDA at the rate or 
$400 million annually for three years. The date for the first payment wus 
originally set for November 8. 1968, but bec:iusc or delays in bringing the 
Second Replenishmen t into effect, was finally defcrrf>d 10 August 22, 
1969. 

Occause or the balunce-of-pnyments problems of the United States, I In: 
replenishment resolution provicJcc.I that, during the three years ending 
June 30, 1971, and for SO long thereafter as permitted by the Stale or i ts 
resources, IDA would ca ll upon the US contribution to meet dishurst:· 
men ts on new credits only for the amount nccdecJ to finance procurement 
in the United State':>. Amounts deferred. however, wou ld be subject to 
subsequent call. thus permitting the en tire amount or the replenishment 
to be commilled. As a necessary corollnry to this nrrungemenL, n number 
of' other participating countries ngrecd 10 per'mi t n compensating nccclcr­
:llion or IOA's drawings upon thei r contribu tions in order 10 meet dis­
bursement requirements. The report of the Executive Directors uccom­
panying the Second Rcolcnishment Resolution provided thut sym­
pathetic consideration wou•d be given lo .: ii y ~·1her contributing. member 
which in the futu re. 0 11 ~rounds or serious balance-of-payments 
uilllcullics, requested def'crmcnl or drnwings upon its contribution lu thl.! 
Second Replenishment. · 

The US Congress did not uct on the rcrlenlshment in 1968, so that thi.: 
Second Replenishment did not come into cll'c<: t that year. This reduced 
the funds availublc to JOA for commitment, causing n dimi11111ion i11 
IDA's lending activi ties in the first half offisca l 1969: T hercl'111 L'. 11 11tltc1 
participating countries-Australia, Austria, C1111 11da, Dc11111:11 i... l-'1111:11111. 
Germany, Japan, the Ncthcrlunds, Norwuy, ~wcdcn , a11d l lH: l l 11111·d 
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plcdg,cs for u totul amou nt of $244,520,000,. r:::uoacia and ,) ustralia made 
avuilublc for immediate commitment their ~~itirc contrir .1tlons of $75 
111illion and $24 million respectively, while the remaining nine countries 
matlc available the first installment (one-third/ of their total contributions. 

The replenishment agreement came into force on July 23, 1969, when 
requirements had been met that a minimum of 12 contributing members 
had formally notified IDA that they would contribute at least $950 million 
or the proposed total ofSl,200 million. By January 31, 1971 , IDA had re­
l'L•ived the rull amount of SI ,188 million from Part I member countries. 
'///irtl lfr11/c•11ishmr111 

I 11 Fchruary 197 I, the Board of Governors approved a third general 
rcph:nishmenl to increase IDA's resources. This provided that 18 Part I 
:ind three Part II countries would make available to IDA about S2,409 
million for the three-year period ending June 30, 1974, subject to any 
necessary legislative 11ction. The 21 members included Ireland, S1)ain and 
Yugoslavia, in addition to the then 18 Part I countries. These amoun ts 
were to be mude available in the form of additional subscriptions and con­
tributions 1:arrying no voting rights. Subsequently, Iceland, which had 
been a Part 11 member. changed to a Part I member and agreed to make a 
contribJtion under the Third Reple.nishment. 

Switzerland also agreed, subject to parliamentary approval, to mnke the 
Association a 50-ycar interest-free loan equivalent to about $35 million 
(Sw F 130 million), payable in three equal install men ts in 1971 , 1972 and 
197J (.w<' Other Resources. page 40). 

In order for the Replenishment to have become effective, member 
rnu 1Hrics. including at lensl 12 Part I countries, pledging not less than 
$1,900 million. were requi red formally to notify IDA that they would 
make their specified contribu tions. Although the original target date wus 
June 30, 1971, delays in 1: Jlification by a number of members made it 
necessary lo postpone the effective date several times. 

Since by the end of June 1971. ull of IDA 's available funds had been 
commiucd for specific projects, 15 members made advance contributions 
toward the Third Replenishment during fi scal year 1972, :1mounting lo 
$1148 million, without waiting for the agreement to become effect ive. 
These countries were: Australia, Canada, Denmark, Finland, Frnncc, 
Gcrmany, Iceland, Ireland, Japan . Kuwait, the Nethcrl.111ds, Norway, 
Sweden, the United Kingdom, and Yugoslaviu. Two of these- Ireland und 
Yugosluviu-were Part II members of IDA. In addi tion, Mexico, also 11 

Part II mcrnbt.!r, made S2 million available by releasing part or the 90 pe1-
cc 111 porlio11 or its initinl subscription. 

II y Ju Il l' JO, I ')72, 1<1 of I he 19 Part I countries had sent their notific:1-
1io11'i 111 II>/\ h111 their ' ombincd contributions were still $561 million 
lwl11w 1111.; 111 :111da1my amoun t agreed upon for the replenishment to 
hrc·1111w l' ll'1·c1ivc. Finally, following completion or the action nccessury to 
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Replenishmerit cumc formaily ih to ~lfeci on11""September ~2,1. 11 72. 
In connection with the Third Replenishment, it had. been agreed thnl 

the voting power of each of the Part I m!!mbcrs .should be adjusted tn 
reflect more accurately their share in the total financial contributions or 
nil of the Part J countries in the Association. This adjustment wus ellcetctl 
by providing that a portion of each Part I member's contribution under 
the Third Replen ishment would be in the form of an additional subscrip­
tion which wou ld carry voting rights. Part II members had lhe right to 
make additional subscriptions to the Association in order to permit them 
to maintain the relative voting power of all Part 11 countries &s a group. 
Fo11r1h Replenishme/1/ 

IDA's resources, including those provided hy the Third Hcplcnish­
ment, were expected lo be fully committed by June JO, 1974. Accord· 
ingly, consultations with the Association 's member governments were 
initiated in 1972 on the need for a further replenishment to provide atldi­
tional commitment authority by July l, 1974. In September 1~'73. 24 
members of IDA olus Switzerland came lo.an agreement thal this should 
be done through a Fourth Replenishment in an amoun t equivalent lo 
$4,500 million in current US dollars over a three-year period. 

Under the agreement, Irclund and New' Zealand were to join for the 
first lime as Part I members in a proposal to replenish IDA, Ireland having' 
become a Part I country during I 973 and New Zealand joining the 
Association as o Part I country under the new replcn i:. .1mcnt. Part II 
members participating were Israel, ,min and Yugoslavia, Israel proposing 
for the first time to join as a contributor. Switzerland, although not an I l>A 
member, announce(} its in tention to participate also in this Rcplenisll· 
ment b:,· seeking p:irl inmenlary approval of a 50-year interest-free loan. 

The 1..ontributions recommended under the fourth Replenishment 
agreement were in the following amoun ts: 

rart I Counrrlc' USS (l•qulnlrn1l1 l'ort I Countries USS (rquh·:alr11111 

Austruliu 90,000,000 New Zcnlantl I l,74S,OOO 
Austria 30,600,000 Norwuy 49,500,000 
llcl1:1ium 76,500,tJOO South Arrica 9.000.000 
Canaun 274.500,000 Swcllcn t 80,000.000 
Denmark 54.000,000 Uni ted Kingdom 499,500,0litl 
Finlund 25,200,000 llnilcu States 1.500.000,0UO 
Frnncc 253.545,000 ol,415.790,000 
Ciurrn:iny 514,500.000 l'•rl II l'uuntrl c~ 
fcelunll I .JS0.1100 
lrcl11111I 7,500,0()() l srncl 1,000,0lllJ 
llnly tRI ,350,000 S1Mlll I J.JJJ,000 
Japun 495,000.00U Y11gosl11vln ~.uon,ooy 
Kuwait 27 .ooo .ooo 19,JJJJ)()l) 
Luxembourg 2,250,0()tl Swill<;rlunll _ <i!!_J ?J .J..:11 
Nclhcrlantl~ 1.12, 750,000 Tut al :!,Sii i , 10], M 7 

11\t ollic1nl New Yot~ noon cnh.1111:c r.lft' 11f~ .·111cmhcr 27. l'J7 J. 
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' The llourd of Governors, In a Resolution adopted on January 31, 1974, 
lipprnveu !ho Fourth Replenishment of IDA 's resources. Similnr to pro­
cedures under the Third Replenishment, the Reimlution provided for an 
adjustment of the voting power of all participants under the Fourth 
Replenishment, including arrangements which would permit Part II 
members to maintain relntive voting power as a group. 

Srwcio/ S11pplemC?lllary Co11trib111io11s 

/\s has been noted previously, special supplementary contributions 
IOl:lling S 17 ,520,000 were made by Canada, Denmark, Finlnnd, the Neth­
erlands, and Sweden under the Second Replen.ishment of IDA's 
resources. Moreover, Sweden has made sevl!n additional special supple-
1ncn1ary contributions aggrt:gating the equivalent of $49,500,000, while 
Denmark 111ade unother one of $15 million. Norway has also made n 
specia l sup1>1".mentary contribution amounting to SI ,320,000. A full state­
ment of subscriptions and contributions to IDA is given in Appendix D. 

Transfers from the Bank 

The Bank has made ten grants totaling $815 million to IDA out of its 
net income for tne fiscal years 1964 through 1973: $50 million from in­
come earned in the fisca l year 1964, $75 million each in 1965 and 1966, 
S 10 million in 196 7, $75 million in 1968, $100 million each in 1969 and 
1970, and SllO million each in 197 1, 1972 and 1973. When :he first 
transfer to IDA was approved in 1964, the Ooard of Governors of the 
Bank adopted the fo llowing statemen\ of policy, which remains in effect 
Imlay: "Any trnnsfers to the Association will be made only out of net in­
rnme which (i) accrued during the fiscal year in respect of wh iclt the 
transfe r is made, and (ii) is nrt needed for allocation to reserves or other­
wise required to be retained in the Dan k's business and, accordingly, could 
prudent ly be distributed ns dividends." 
Otllrr R rso11rcrs 

Under the Articles of Agreement, !DA is authorized to borrow funds 
and to issue and guaran tee securities. 1 n June 196 7, the Associuti0n en­
tered into an agreement with the Swiss Confederation, ratified by its 
Parliament, under which Switzerland lent IDA the equivalent of US$ l 2.I 
million. The loan was made on the snme terms us those on which IDA it­
self' extends credits for projects: the lonn is intcrcst-rrce and is rcpnyahlc 
in fo rty 11nnu11I installments beginning July I, 1979. The proceeds arc 
frcd}1 convertib le and usable in any member country und Switzerland. 

J\ se1:011d loan agreement for 1he equivulent of US$35 million was en­
tered in10 hy ID/\ nnd the Swiss Confederation in November 1972. Its 
lcrrns arc lhl.! same as those of lhc first loan. with repayments to 1:om-
111c11t:c 011 N11v1.:111hl.!r R. 19XJ. 

111 I kl'c111lh·r 1'170, N1!w Zculand, which is not n member or IDA, 
agll .. '\'d 111 111al<c !I voluntary contribution to IDA equivalent to USS5.6 
11111111111, pavahk 111 live .;qual annu~1l installments beginning in 1971 . 

Nl'I /t1come 

. IDA 's opernling income has been derived from the .~f>rvice charge of ¥1 

or one percen 1 on the disbursed portion of credits and from in tercsl on in­
vested funds. Through December 31, 1973, cumulative net ince1111c 
totaled $79,788,500. 

The Articl;s of Agreement made the Board of Governors responsible 
ror de termini 1g the disposition of net income, "having due regard lo pro­
vision for reserves and contingencies." So far, no separate t"eserve has 
been established and no disposition of net income has been made. 

Usable Funds Availnblc to IDA 
as of December 31, 197 3 
(expressed in current USS) 

/11itial Subscriptions 
Purl I countries (100% of subscriptions) 
Purt II coun tries 00% of subscriptions) 
Part 11 countries (part of 90% portion of 

subscriptions released) 
1ltltlitio11al S11bsc1ip1ion.t 

Part I countries (100%) 
l'arl 11 countries (released) 

S11ppl1•1111•111ar.v Rrso11r<'C'5 
First Replenishment 
Second Replenishment 
Third Replenishment 
S11c.:i ;1I Supplcmenury (Sweden, 

Dc1,murk ant.I Norway) 
Lo;•ns from the Swiss Confcdermion 
Contributions from New Zcnlund 

(nun-member) 
Re11aymcnts 
1'Jnicip111ion 
World Bunk 1ransrcrs (less :1uthorized 

i;mn1s by I DA for ngricuhural rcseurch) 
Accomulatct.I net income 

s 9t0,1 59,800 
32,559,000 

29.820,200 

s 34,267,400 
966,400 

s 898,410,000 
• 1,433,142.100 

2,754,569,500 

79.395,800 

s 972,539,000 

35.233,800 

S,ll15517:11111 
SS,983,IUO 

7,112,SOO 
9,679.100 

tOO.OUO 

809 ,020 ,000 
79,788500 

S?,13-1,973.400 



LENDI NG POLICIES AND PROCEDURES 
. In most m1.1jor r~spects, th.e lending policies and procedures of the Bank 
.111~ ~J).A arc 1d.ent1c~I. ~oth institu tions lend :mly for projects or programs 
wl111.:h urc.~f h,1gh priority :or the borrowin~ cot1ntry's economic develop­
me.nt, whu;h .ire economically and technically sound, and which have 
sat1s.fact?rY .prospects of being carried out and operated successfully. The 
lw~ ins11tu11~~s apply the sa~e methods and standards in determining for 
wh.11 yurposcs loans or credlls should be extended and in deciding what 
rnn~h t 1011s need 10 be established to assure that these purposes will be 
:tl.'.111cvcd. 

Tl.1c lw<~ institutions differ, however, in the character of their financing 
nnd 111 ~heir tt.:rins. The Bnnk lends lo creditworthy countries at tong term 
and at 111.1cn:s1 r:i1:s lower than, but related lo, market rale!:l. IDA was set 
up ~o assist c?untncs whose balance-of-payments prospects do not justify 

lhc~r. b~rrowing o~ ~on ven ti~nal terms all the capital they need, and its 
l\rtu.:lcs s111tc that 1t 1s ~o provide finance "on terms which are more nexi­
hle a.nd bear less heavily on the balance of paymen ts thnn those of con­
ven11onal loans." IDA, tht.:.refore, lends for 50 years, charges no interest 
and makes only u small servic.e charge to cover its expenses. 

£co110111ic Co11sidemtio11s 

The basic purpose of Bank and IDA financing is the effective promotion 
of a mem?er cou~try's economic development. To ensure the effective­
ness o~ th~s financing (and that provided by others) and to be able to help 
rnu111ncs in :111 phases of their development, the Bank has to know and 
1 11.1dcrs1a~1d the economics of i" member countries and keep in Louch 
w11h their progress. It seeks ,, obtain a comprehensive picture of the 
~'.n.1~·1ur\! .and ~evclo1_>mcnt ~rospects of the economy by assessing its 
.1i.;ncultural , mineral, industnnl, and humnn resources, its basic f acilitics 
s.uch as transport und electric power. the quality of its public administra.' 
t1on and cd~ca tion: i ts external trade and payments, and its internal fi­
nunccs. Again st this background, it discusses with the government the 
<'Ountry's development plnns for the next few y~ars, und their feasibility 
and probub l7 effectiveness. Th is is u continuous process which includes 
the prcparn11on of periodic reports, nnd frequent contncts with politicn' 

i ;ad~rs, go~~r~mcn.1.orncia l s, an~ the ~inancial and business community. 
I or countries in wlmh the Bank 1s part1cularly active, formll l unc.I i nformul 
' .ontacts result in .1 continuous dialogue on economic policies, the clircc-
111rn of c.lc~c~opmcn t nnd the now of development finance. A frequent cx­
~ha11gc ot. v1c~vs 1111~1 review of specific problems is espcc inlly importunl 
lur 1:oun1rtcs fur which the Bank has organized or helped 10 organize con­
s11r1111 :ind rn11s11ltativc l!roups, discussed on pages 59-63. 

t\1~ 1111po1 t:i111 part of' this task is carried ou t through country economic 
1111.;<;11J1lll wh1d1 t ltc Bait k st.:1Hls uu t pcriotlic11lly . The work of country cco-
11111111t' 1111" 11111 .; ha" expanded <'Ontinuously in recent years, in the num­
h1;1 111 r 1111111111· , rnwrcd. in the scope of reports and in their frequency. 
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The missions serve a number of different purposes. They assist govern­
ments in the analysis and formulation of economic development 
programs and policies. They also provide the basic in formation needed to 
determine the Dank Group's own strategy in terms of the siz~ of its lend· 
ing operations and the sectors and areas to which the lendin ~ is dircctl!ll in 

accordance with economic and social priorities. . 
An important task of these economic missions is to f.:i~m an opinion ul 

what is sometimes referred Lo as the country's "performance," i.e., the 
manner in which it is handling its economic alfairs and the progress it is 
making toward achieving its economic and s~cia l development goals. This 
leads to judgments about a country's "creditworthiness," a subject which 
is discussed below. The missions vary in size according lo the size of the 
economy they arc '>tudying and the com1,lc:< ily or lite problems involved. 
They are compused mainly of Bank staff, with par1h.:ipa1io11 l'rom tirnt.: .to 
time of officials of various specialized agencies or the United Nations and 
or individual consultants and members of consulti ng firms. 

The reports of these missions are made uvuilablc lo the Exccutivl.! 
Directors, assisting them in thei r consideration of individual lending 
operations. They serve as the documentation of aid coordination groups 
by evaluating the progress of the coun tries reported on and their needs. 
Regional develop men l agencies, the 'Jnited N :it ions and its agcncks, anti 
others engaged in development financing arc also supplied with these re· 
ports. The Bank has recently instituted a program or publishing selected 
country economic reports, subject to the approval of the country in ques-

tion in each case. 
Studies of the whole economy of a member country arc often supple-

mented by more specialized studies of particular sectors or suhscctorl' or 
the economy, such as agriculture or highway transportation, and by stud· 
ics of issues such as urbani1ation, employ ment nnd income distribution. 
The importnnce of preinvcstment programs in setting investment 
priorities and determining the feasibility of projects and the basic condi· 
tions necessary for their success is recognized, ilnd the Ounk is working in 
this field in close cooperation with UN DP (sC'C' pages 6 7 and 68). 

LENDI NG STANDARDS 

In making n loan, the Bunk is obliged under its Artidcs ol' Agrccm1.:nt to 
pny ''due regard Lo the prospects that the borrower, und, If the borrowt.:r is 
not 11 member, thut the guaruntor, will be in a posi tion lo meet its obliga· 
tions unclcr the loun." The Articles further enjoin the Dank to 11ct "pru­
dently" in the Interests both or the borrowing coun try :1nd of the mcm· 
bcr~ 11s u whole. Even npurt from these provisions or the Articles. it is illl· 
plicit in the concept of the 13unk os a continuing in'ititu tion designed 111 
operate on a sound business basis nnd with funds borrowed in th \! mark~t . 
thnt it should mnkc loans only where there arc rc:1so1111hk 11111, 111·1·ts 111' 
repayment. A country meeting this test is urtt.:11 tcf'crit•d to :" l '11·d1t· 

worthy. 



' Bonk louns arc made in foreign exchange, not in the borrower's own 
currency. The Uunk is, therefore, concerned with the ability of the ·bor­
rm~ing mun try to make foreign exchange avuilable for service payments. 
lldurc a loan is gran ted, a j udgmen t is made as to whether it is in an 
amount and on terms which the prospective borrowing country can rea­
s.onably be expected to service, taking account of its existing and prospec­
tive debts not only to the Oank but tr JI! external lenders. 

The amount and structure of a country's existing and prospec tive exter­
nal dch 1 is a mujor clement in th is judgment. The outstanding external in-
1kh1ccln~ss of the developing countries has risen rapidly in recent years, 
111 lhc poin 1 where some countries arc now devoting 20 perccn tor more of 
1hcir foreig n exchange earnings from experts of goods and services to the 
scrvirn1g o f' 1hcir deb ts. In some instances, serious problems are being 
created hy lhc peaking of debt-service ob ligations in a short period and by 
exccs-;ivl! borrowing on short term. 

/\ country which would not be able to service nil the capi tal it could 
cll'ee tivcly use, i f it had to borrow on conventional terms, may neverthe­
less be justified in obtaining cnpital from abroad on concessional terms, 
Such a country is eligible fu~ IDA credi ts, provided its economic perfor­
rmnce is satisfactory. However, I DA credi~s are not con fined to countries 
which have completely exhausted their creditworthiness for con vcn tional 
loans. In some coun tries. credi tworth y by Bank standards, the external 
capita l required to achieve an adequate rule of investment is so large thut 
1hc debt-service burden would quick ly reach a critical level if 1he whole of 
thi-; capillll were bor rowed on conventional terms. I n the circumstances, it 
111 :1y IH~ justi fiable for IDA or other sources of "soft" funds to provide 
assi-;tanL·c even while some creditworth iness for conventional borrowing 
-;1ill n.:mains. Uan k/IDA "hlend" lending may be uchievcd by joint Dank 
and I Dt\ linancing of the same project or by separate Bank and IDA 
opcrntions in the same country. 

W ith the supp ly of IDA funds limited and with the grcn1 needs of the 
poorer ur th<! developing countries for capital on concession11l tcrms, thcrc 
is 1hc problem or how to alloc:rte I DA funds on some rntionnl basis. As a 
rough measure or need, a pcr-cnpita income or around $375 per annum is 
taken as 1hc upper limit or 11 coun try's eligibility to receive IDA funds. 
There arc some coun 1rics below this limit which huvc sutlicient crcdit­
wor1hi111.:ss for borrowing on convcn1ional terms 11nd so do not rece ive 
11 ny amounts (or any sig11 i lh::11ll nnrnunts) or IDA f'unds. Cl>untrics below 
1hcse li11111s. if th l!ir cconomic performance w:trrnnL<; it und thl!y hnvc 
worthwhile projec ts ready for li1111ncing, receive amoun ts which arc basl!d 
1111 v:1111ms rnn-;iclcr;11iun-;, including popu lation, poverty, 1he need for cx-
1crn:il cap11al, eco110111it.: pt;rformnncc, and the cup itnl likely to be 
l111 thl'11111111 1· 1111111 111lrcr Sllllll'cs. 

l'hc ll :1 11k , d1argl'tl 11111.Jcr i1s /\rtielcs 10 cncourn~c intcrna1ional in vcst-
111r 111 .111d11 .. ~· l l'a l '1ctlt1or, h:t'i 11 tlircc1 interest in 1hc creotio11 nntl m11intc-
11 : 111 ~T nl ':1 11-. lal' lory n; l :i1i11n:-. lwtwi.:cn its mcmbc.:rs nnd th1.:ir foreign 

.., ~· .. 
creditors. Where the Bnnk or IDA. are contem~h1ting tcndm~ ~o n·~ember 
country whose credit is impaired by the cx~stcncc or ~ d1sP.utc over a 
J •f'olult on its foreign debt or over compensuuon ror foreign-owned prop· 
c~t; which has been expropriated, it must first be satisfied 1hal the 
government is making reasonable efforts to reach a settlement. 

Purposes of Lending 
The Bunk's Articles of Agreement require that " loans made or guuran· 

teed by the Bank shall, except in special circumstances.,~e for th~ pu.rposc 
of speci fic projects of reconstruction or development. The obJe~t1ve of 
this provision is lo assure that loans are use~ for t~e mo.st produ~11ve1 pur-

. s It does not commit the Bank to a smgle 1110ex1blc lending ech· 
pose · · ~ h oscs of 
nique, and many different sorts of ~ndcrtakmgs · or t e purp 
lfank lending. considered to be prOJCCls. . 

The term .. project" is interpreted :is co111prisi11g 11 h.11 1111 1g,c 11cou~ lll~~~ t -
, 1 (like a dam with power plant and transmission line). or a series 01 re­

~'~e~ or similar investments in a particular sector (scuttere<.l sdu!ols. or 
h\ghway sections, or a time slice of a railw~y's .or tclecomnll~ rrn:111 t11 > '.' 
, uthori ty's long-term investment program), or 111 ddfcren l st;ctors (e.g .. ut · 
~an projects, including housing, trnns~lort~~ion und wa~cr supply.c~cr~~·~~s 
in specified urban areas). Some '.'pr~Jects only_ provide tcchn1c.1I ~ss_1s~ 
tancc ror the preparation or specific rnvestments. or for more gcne~al ~n . 
vestigations or studies. A project can ~tlso consist of a l oa1~ to u fi nancial in­

tcrmcdinry to linunce its activities gcncrnlly, or a spec11ic dcvel~pmcnt 
program in a particulur subsccto~. The f~rmer is typically the cus~ ·~. 10:1 11 ~ 
10 development finance institutions which rclcnd to sub~orrowcrs. 111 tl1 1.: 
indus trial sec tor. Examples of the latlcr ure lonns to a_gnculturnl lr11:111l·e 
ins1itutions to help fin ance specific programs, such as pasture and 
livcstrn.:k improvl!ll\Cn\, cons truction of small irrigntion .works i~ llll 1111 -
l'a rm distribution systems. or the introduction 01: mcchan1c~I cq11 1pnH:11t: 
fertilizer nnd sec<l~. Projects consist normnlly ol both tnn.g1blc elc1rn:1.ll'i 
k .g .. the construc tion of civil work~ or the provision o~ cqu~p~lc:'.t~ anti 111~ 
tangible ones (e.g., institu tionnl improvements. poltcy c.:h.rng~s or 1hc.: 
training or milnagemcnt t1n<.l s1aO). ID/\ follows the same practtcc .. 

In specinl cin:umstanccs. the 01tnk and IDJ\. m:~y make n~npr~Jl!CI o~ 
progrum loans where they provide thc.: most cllernve wny ul hclpmg 1.hc 
development or 11 member country. Such -;pcci:1l circums tan ces m.ay :ms~· 
when 11 borrowing rnuntry presents n development pr~grnm, ,~,1~1 sup· 
p()rting economic und llnancial policies. ju<.lged to prov1dt 11 s11t 1 s la~to1y. 
hnsis rur cxt1.: rnnl ussistunce in a given amoun t, l~ut the necdl!d t.rnnstcr u~ 
resources f'ro111 ex ternal h.:ndcrs in -;11pport ol t!\e 1~ ro~r1~ 111 l:tnnot .. he 
achieved effectively and cxpc<.litiously by fin nr_1rn1~ 1nd1v1dual 1.1~0Ji;l:l'i 
Most or the proi;ram lcndin~ h:ts 111kcn the lo.rm of the pto~ISIOll ~·' 
foreign exchange 1o cnublc ma1erials and equipment 1u lw 11111m11, d 
which arc importun l to the effective use of exist1111\ prod111:11v1

·- l :il' illl•l'" 

The procctlurcs for examining and llll>l'.cssi11 1~ progr:1111 lt1:111" and l' t1·d1t' 

11rl! similar to th O'il.! for pl'ojec t loans. 
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PROJECT IDENTIFICATION AND PREPARATION 
The lending opcrntions of the Bank and I DA arc formulated uncJ cvnlu­

at1.:d within the framework of a country's development program. Through 
a dose working relationsh ip which Bank staff maintains with ollicials in 
the planning and technical ministries r•· borrowing governments, the 
Bank cx,1mines the sectoral priorities and the relationship between given 
projccts and those priorities in order to determine which projects should 
make up its lending pro.,ram.- At the same time, it tries to work with the 
hnrrower from the earliest stages of project formulation in order to ensure 
th at the project will be of a type and provide a rate of return to wh ich the 
11:1 11!-. can respond fuvorably wi th a minimum of changes in the project. 

llnrrowcr'i cnn. therefore, avoid devoting substantial resources to proj­
ect itkntilh::ition :inti preparation (often extremely costly), only to find 
that the Bank has quite different views on the priori ty or techn ical 
leasibi lity or the proposed approach. I nvolvement in the cur ly stages of a 
projcct h~1s another advantage: It greatly facilitates forward planning with­
in the Bank, allowing the operational departments to sec the size, shape 
a11cl Liming of the work lond ahead, and the financial departments to make 
tlppropriute provision for future levels of lending. 

Involvemen t in the early stages of currcn t projects leads naturally to the 
B:ink being concerned, in a preliminary way 11: lc:":t, with b"rrowers' 
plans for l'uturc projects. The Bank docs not, o r course, c011mit itself in 
advance to financing particulur projects or groups or projects. Out by 
:1<:'iisti11g gove rnments in the l'ormulotion of development programs. and 
hv w111king with borrowers to prcpore high-priority projects for ex ternal 
l111:111cin~. it ensures that by the timc 1.1 formal request for financing is sub-
1111ttcd. many critical issues wilt al ready huve been raised and agreements 
rcachcd. Th rough this process. up Lo and including the stage of projec t ap­
praisal. it is often possib le to introduce modi licat •ons in a project to li t sec­
toral priorities bc11cr. to reduce its l'OSI. increase its ellicicncy, or improve 
its financial or org1111i1ational l'eaturcs. Somcti11cs a substi tute project ur 
u11c conrci ved on a somewhat dilfercnt scale has been found to be more 
produLtivc than the 1J11 e orig inally proposed. 

Wh ilc some or the work of investiguting the suilllbi l ity or II projec t l'or 
llnunl;ing is ~·;1 rried m il hy stnll' members 111111chctl to various field olliccs 
ol' the Bank , pa11icul11rly i n Af'ricu, mwa uf the work is donl.! at the Bunk 's 
headquarters i11 Wnshi11gto11 . I ! ere, the stall' studies all uvni lnl>le in l'orm11· 
l ion about the colm lry an<I th e projec t. In addit ion to studying its own 
lilcs. the stnff tnkcs 11dva11 tngc of material ov:i iluble from other insti tutions. 
11 atit>11al and international, pub lic und priva te. J11 formation from 11 11 these 
sourccs i'l 'iupplc111cntl.!d by inl'ormatlon spccifh:ally requested from thc 
h1irn1we1 
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I lw 11111111\\'l ' I ha.; tl11· fi11al 1c-.ponsih1llty for the preparation and imple-
111l· 111.11 11111 111 lhl' pr11icl'I r:1equc11 tly, however, the borrower lncks the 

capability to dcul with the vuriely and coml"lexity of :ill the fnctors In· 
volve<l, und the Bunk muy require that i t cngu~c quulirh:d consultnnl'i to 
advise it in this work. The lilsks for which consultun ts may be ncl!tkd v:11 Y 
greatly from project to project, bu t they may include some or a~I u~ 1hc 
following: sector or feasibility studies; management ur orga1111.at11111al 
studies; special economic or environmental studies; preliminary 
engineering or detailed design of the facility; preparation. of speci~c•ttio.11s 
and invitations to bid; analysis of bids and recommendation to which bid­
der the contract should be awarded: inspection of the equipment orderc<l. 
and arrangements for shipping and insurance; supervjsion of construc­
tion and installation ; design and implementation of training programs: 
and the in i tial control of opernti1)ns or the completed facility. 

When, in the Bank's opinion. co11sulti11t•. l'llt'.i lll'l'f'> nr 11thc1 cxp1:rts 
should be brought in to ussist those respon.;ihlc l'or a projl!cl, till' Bank 
often helps the borrower pre pure detai led terms of refercncc. The choice 
of consultant is made by the borrower, but the Bank satisfies itself that the 
con sultu1H chosen is sui tably qual ified: It believes thut a selec tion should 
he mndc on the bnsis of qualification to perform the work; not on pricl!. 11' 
the chosen consulting firm is owned by or ussociated with a contractor or 
manufacturer, the firm is required to limit its role on the project 10 provid­
ing consulting services. and to dis4uali fy its'elf and its associates from rnn: 
struction work or supply of equipment. 

PROJECT A PPRAISAL 

No stu<ly al headquarters. however. can provide all the in for111atio11 ;111d 
understanding required. At some stage in the processing of a loan or l.'.fl·d 

it. one or more missions arc sen t 10 the borrowing country to gain 1i1.;1. 
hand knowledge of the project. The composition of the mission and i ts 
rcsronsibili tic depend on the t:tsk 111 hand. It m~1y consist o f one or two 
persons. or of hal f a du1.cn or more or various qualifications. The mission 
members an; normally drnwn from the stuff hu t. sincl.! tht: Bank l'an1101 
kccp on its permanent staff a s1111icicnt nt'1mbcr of experts in each of thc 
many fic llls which it muy be cal led upon to examint:, i t l'r1:quently 
employs independent consul tunts for spedfic short-term assig11men1s. or 
borrows tcchnical experts for this purpose from mcmbcr govcrn rncn ts , 

in tcrnutional agencies or privnte firms. . 
Under the arrangements for 11 clost: working re lutionship with var111us 

UN nnd other intcrnutional agencies, as <lclililcd on pages 14- I (1, thc !lank 
has ncccss to thei r expertise and experience, while these 01g1111i1:11i~11s 
hnvc acqui red a finnn cial porrn cr w ith n spec ial interest i1~ l11 c.ir rcspccuvc 
fields. The result hns been thut thc number nnd scope ol projects ctir111111·. 
forward for llank financing hn · increased and their quality hns improv1·1 I. 

As already indicated, un anutysis of u country's crn110111v prnvilk~ 1IH· 
~t:ncral fr:1111cwnrk with in which an a-.scs~mt:rH of any 1'.11 t1c11l.11 p1111c1·t 
prc-;entccl to the Bank for linancin~ 1s 1H.lllc Thi., .111. i1y.,1'i 111d1cat1:'i 
whether thl.! project is i n :t SCl'lOf whidt is ol' pnOI i ty 1111 th 1..• l'CllllllllllC 



ll~v~lop.mcnt of the ~ounl~y c~ncerned. The appraisal of the project itself 
11~u.1lly in vo.I ve~ lhe in vesugauon of six different aspects: economic, tech­
~l1l'al, organ1zal1onJI, ~anagerial, operational, and financial. The relative 
".nportunce of these different aspects can vary considerably according to 
cm:umstanccs and to lhe type of project. 

Hcu110111ic Aspects 

The economic aspects of the appraisal are fundamental. They logically 
pn:1.:cdc all other aspects since the Bank will not finance a project unless it 
i:a11 In: ~kmonstruled that the project represents a high-priority use of a 
l'oll n try s rcsour~es. A purely financial analysis normally does not provide 
an :11~1!quatc b'.1s1s for judging a project's value to the economy, since fi-
1111111:1;11 anal~1s1s looks at n project only from the limited viewpoint of the 
v.aluc~; cnten11g the project's own accounts. An economic or social analy­
sis louks at the proje.ct from the viewpoint of the whole economy. asking 
wh.cth~r t~e latter will show benefits sufficiently greater than project costs 
lo JUSllfy investment in it. 
~he economic benefits produced by a project normally take the form of 

an increased outpu t of goods or services, either directly or i'ldirel'1' / (as in 
the large class of cost-reducing projects). This inc reased production will 
generate muny different forms of additional income. such as increased 
~agi!s or employment for labor, larger government revenues, righer earn­
ings f~r the owners of capital. or, most frequently, some combination of 
these 111come benefits. 

1 n t.he large majori ty or cases, it is possible to quuntify project costs and 
l~ c 11d1ts.11!1~ to construct a rate of return or some other appropriate test. 
Streams of .luturc costs und benefits arc calcultllcd. using either market or 
"haduw prices'. as appropriate. These cost nnd benefit strcnms arc dis­
wu n tccl to arrive ut the project's estimated rate of return . The lauer is 
thcn ~om1~art!d with the minimum earning power or capital judged np­
propr1ate f~r cnch. country .. While the rate of return is an important test 
thut all 1Ho1.cct~ with quanufiable cos t and benefits must pass. it is cusy to 
cxai;ge1.atc its 1mpon11ncc and to misinterpret its significance. The rate of 
rc.tu1:n 1s 11 neccs~ary ~onlirming test of' projec ts that have to bc justified 
w11h111 a much wider I ramc of reference, in which basic project ohjectivcs 
and the nature of projec t benefits (e.g .. foreign-exchange savings, in­
crcuscd cmploymcnl and improved income dist ribution) play major rolcs. 

'frr/111/rn/ Asf/1'cts 

Tl.1c: 1.1pprai~nl of the technical nspccts or II project involves the in ­
~CS1 1 ~:t l10 11 of thc dctailcd engi neering and other lllans f'or its construc-
11011, . 1 1111~ lc 1111: 11t a tio 11 and opcration. The muin items coming un<lcr this 
ht:n~ li111•. 111t:h1th.: th t: proposl!d scnle of the project, the type-; of p1 occss or 
l'q111p111e.11l lo he llScd, lhC location anti terrain of thc project. ilS layolll 
and 1k 'i1g11, c11v.11 1111mcn.1al consequences, nnd 1hc uvail.1hilil}' of' 1hc 
v:11111w; lar 1111 'i 111 pr111l11l't11111, such as lah~>r. power and rnw 111:11crials. The 
tech 1111·.rl -.1.111 .1 v:111:thlc to thi; borrower. both for currying uu 1 1 hc project 

tlR 

and for operating it, is evaluated, a(ld njudgmenl is reached whether out-

side help is required. ' 
An important part of the techniib1l appraisal of n project is an investiga-

tion of 1he assumptions on which 'the cost estimates have been calculutccl. 
This includes a detailed review of cost estimates and contingency 
ullowances, and an investigation of the proposed arrange men ts for buying 
materials and contracting cr,nstruction work. The Bank is concerned thul 
the borrower shall obtain 1he best v;i\ue for the money spent - an objec­
tive normally obtained by requiring international competitive bidding for 
orders and con tracts (see pages 53 and 54). 

Or1;:111izatio11al, Managerial, Operational Aspects 
As a lender and as a development institution, the Oank places particular 

stress on the organization and managcmcn I ·ur the c11 ti1y 1 csponsib le for 
the execution of the project. During apprnisul, the suitability or the 
organization, and the adequacy and competence of the management arc 
examined. If one or the other is found wanting, remedial SLeps arc recom­
mended to the government and may be conditions for the Bank's assis­
tance. These measures could include short-term remedies', such as the 
recruitment of individuals or an organization qualified to assist in runnin~ 
the enterprise, at least during the initial phase~ or those for the longer 
term, such as a management study, a rcorg:inization or the creation or a · 
new autonomous agency to operate the project. In either case, the need 
for tr<.ining local staff to fill positions at oil levels is examined, and train in~ 
programs may well be included as part of the proj:ct. :he objective of 1~1is 
aspect of the appraisal is to make sure that the project 1s adequately c:irncd 
out and that a locally staffed institution. capable of contributing cll'ccti vc ly 
to the development or the sector in question, is created. . 

The dillicully of recruiting qualified management is particularly aculc 111 
agriculture. To help alleviate this problem in Africa, the Bunk has estab­
lished ut its Regionnl Mission for Eastern Africa in Nairobi an 
Agricultural Development Service which consists of 11 group of cxpcr.ts 
avnilnble, on n reimbursable basis, for employment by governments 1n 
Eustcrn Afric11 10 assist in the execution and management of ugriculturnl 
projects. In other parts of the world, in 11 few exceptional cases where it 
hus proven i•npracticuble to make other arrangements. the Bank has 
cngngcd individual experts whose services have been made avail:1blc to 
borrowers, on a reimbursable basis. ll> help.in the org11ni1 .. 1tion and man­
agement or agricultural and other projects which it has financed. 

F111e1nl'ial A.~111•ct.\ 

Thc purpose of the npprnisal of the financial aspects o f' the p1 ojcct is 
gencrnlly 10 ensure that the financinl conditions l'?r sound in.1pl~:mi;nt:1 · 
tion and cllicicnt operation ot' the project arc 111ct.1 he scope 11t tl11s asp1:1.·1 
of the appraisal varics.ofcoursc.considcrahly with the 11 :111111· 111thc11 1111 
cct and whether it is rcvcnuc-proclucing (e .g .• indll'.t1 y, 111il111~· s, 
agriculture) or not (e.g .. cducation, must highway p1'oin ' h) 

I\ I) 



For projects which involve the market" 
t:nlily, the apprnisal includes an. . '".&of a product or service by an 
uf' Ille rnw materials power l"bmvestd1gat10~ of the uvailability and cost 

• • " or, an services need d 1· . 
and Lht: prospects for marketing th d . e or production, 

In every case it is necessar to c pro uct or service profitably. 

rnaintai~ed to ~ermit effectiv~ co~~:~~eot~1at salisfac~ory accounts will be 
and to disclose the financial position of th:r ex~end1tures ~nd revenues, 
ou1. In every case, also, since the Bank proJect and enti ty carrying it 
i11en1 cost of a project it is n finances only a part of the invest­
so11 r~1.:s arc available o~ accept:~~sslary to ensure that funds from other 
This may be relatively simple ~ erm~ to m~et the bal~nce of the cost. 
dillii.:ulty, to provide the rest ~; l~e t ~ r,overnment IS able, withou t 
sources: or it may be complicated as .e nc.e~sary funds from budgetary 
revcn ue-curning concern• where ;11 t:1~· afi~~OJe~t to ex~and or modernize a 
cem during the construction of th , . ancial requirements of the con-

The llnancial appraisal also eva~~.1 ~et~t m~st ?c considered. 
producing investments from the stan 1 • . e ;urning .P°'~er of revenue­
sor or other investor who would . k . p~int ~ the enuty, industrial spon­
sufficiently auractive 

10 
wurrnnt ~;1 . t e~ •. in ~rder to ascertain that it is 

entity carrying out the projcdt is in cir pa~1~c 1pat1on. Esta~lishing that the 
cost-effective fash ion is Jnothe . a position to manage its business in a 
entities which are bc~eficiaries orf~mpBortaknlt aspect. Further, many of the 

d 
· a an oan or IDA cred' • d 

pun continuously to serve Lhe'ir ··~ 1 f . 1. nee to ex-
r ucve upment unction An ' . I 

pose o the fine1ncial appraisal in these .. . · . csscntia pur-
1i1ics arc ublc throug1h "clcqu It .cases is to determine that such en -

• .. : e earnings to blr · 
\.'.X t1.:1nally the resources neccss· r h ~ mo rze rntcrnnlly and/or 

· · .try 1or t e1r growth. 

TERMS OF LENDING 

. I n the light of the projections and fin din s as ·1 r' . . 
tron of the various appraisal uspects , g • csult of the 1nvcstiga-
10 ensure the achievement of the ·~~~r.1~gemefnts arc made, as necessary, 
protect the Dunk's or IDA's . JCCt1ves o the loan or credit, and Lo 

· investment. 

/lank Loans 

. The Unnk normally makes medium- or long-term lo·ms w· . 
c1pal repayments bcginnin•• ·11 the entl f . • • Ith the pnn-. 

1 
c- ' 0 a period of gr·1ce and tl1 1· 

:;prcat over the remainder of th e life of , . ~rcu tcr 
length of its loans ancJ the grac.:c period the ~~~kl~111111. I~ cl s111b! 1 sl~ing the 
the terms should be rchtccl to the 1 • • • 0 

ows t 1c rmnc1ple that r t.l . • c 111ractcnst1cs of the pnrticulu . l 
at JUstc in appropriate cnscs to the >r s · ·b . ' .. r proJCC.: • 
cx tcmal-cleb t situ·1tion of the bo ~ o: pcct1vc ulance-ol-paymcn ts and 

· · . • · rrowing country Normally ti 
pcr1ml rs d1.:sig11cd to ru11 until the iro·cct b' . . . • lC grncc 
111 yie ld 1.·rc1111111ric hcndi ts w11·1 ·' ti~ lccol n~es opern t1onnl and stnrts 

· 
1 

· • 1 <.: i c cu cu nt1on of the u 1 · I 
l'l'11c11 ta~ cs i11to :tlTOllllt the cstimutet.l u ·cful 1·1· f I ~or IZlll on 

'l 'I ,. . s I c 0 t IC pro•ect 
11· r:11l' o i111crc~:t c.:hnrgccl by the lhnk o . , . J • 

c.:0111p.111ldc w111t lite nci.;d tu m·. r . • I un its loans is kcrH us low ns is 
.11 11 u1n t 1c uank's fin unclnl strength emu 
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reputation. In determining the rate, due regard is given to trl" .rend of thl~ 
Bank's earnings; the muintennnce of an adequate ratio of Bun:< earning<; 
to interest requirements on funded debt; the maintenance of a reasonahh; 
rntc of return on capi tal and reserves; and the accumulation or adequate 
reserves. The standard rate for Bank loans at the end of 1973 was 7V.1 pl.!r· 

cent per annum.1 

Interest on Bank loans is charged only on that part of a loan which hns 
actually been disbursed. To compensate the Bank for the cost of holding 
funds pending their disbursement and to encourage borrowers to draw 
down loans promptly, a commitment charge is normally made on the un­
disbursed portion of a loan. This charge is now~ of one percent per an· 
num and accrues from a date 60 days after the date of the loan agreement. 

For all but one type of borrower, the tcr111s or a ln:i11 arc lixcd at the 1iml.! 
the loan is approved and remain unchangelf throughuul i ts lir~ . The ex· 
ccption is a loan to a development finance compuny-a financial inter· 
mcdiary whose principal function is to pro\ ide mc"ium- and long-term li­
nance for investment in productive enterpr ises. fl r.0rtization is normally 
arranged to conform substantially to tre 1gg r JI 'l f the 'amortization 
schedules of the loans made by the comp• 11: •.• the Bank's money./\ 
lonn to a new development finance compa1 one which has not been 
able to build up its busiPcss to an adequate k .!I may ·arry a commitment 
charge only from the dates the finance comr.1ny itself commi ts funds to 

i Is borrowers. 

I DA:~ Credits 
In keeping with i ts directive to provide 1.nuncc "on terms .which an.! 

more flexible and bear less heavily on the balance of payments than those 
or conventional loans," l D/\ 's development credits, to date, have virtually 
:111 been for a term of 50 years and have been in tcresl free. There ha:; bct.:n 
no commitment charge./\ servi,.e charge of* of one percent per annum 
to meet IDA's adminis\ru\ivc costs is payable on the principal amoun t 
withdrawn and outs111nding. The credits hove carried grace periods of 10 
years before rl!payment has to begin. Thereafter, one pcrcen t of the credit 
is rt:payublc nnnuully for 10 years anu 1hree percent annually for the !innl 
30 ycnrs. The on ly exceptions made lo these terms, as of Dcc.:cmbcr JI. 
1973, were 15 smull credits tott1ling $17.I million for technical assis111ncc 
and engineering (project preparation). These credits were for a periou or 
normally I 0 years, with repayment due lo begin nfter grace periods rnng· 

ing from two to four years. . 
It was not intended that the concessionary terms of IDA 's 1111ancin1~ 

should result in the extension of financial subsidies to the ac.:tual proj~l·t..; 
on which IDA funcls would be employed, or that IDA funds should IH' 
used to finance a project which coul<l not satis fy normal i.:ritrna or l'l·11 -

nomic nnd finnncinl viability. Accordingly, when I DA li11 :11l tT'• a t\·v~11m:· 

'On August I. t 974, the tlank 's lcnllinl( rntc will be in"cn,cll lo c11:h1 p1· u •, 111 ''"' .1111111111 101 
future loans. 
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1.>:·oduci~g project, th.e credit is extended to the government which then 
•c.lcntls .•t .lor the prOJCCt on more conventional terms. This has the effect 
of prov1u1n.g the .government wi1' , :le balance-of-payments relief in­
~l!1Hktl, while. avoiding an~ ~elax~ 1 : 1)n of the financial discipline required 
111 the cxr.cu11un and admm1strat1on of the project itself. 

Formal Ne~orimions 

I f •. :1f'tcr thorough investigations, the Bank is satisfied that a loan or 
~rccl'.t can b.c n~nde to the applicant country, and that the proposed project 
is s111t.ah.k lur l.inancing, the potential borrower is invi ted to begin formal 
11~1·.1 111at1uns. Since most of the problems should have been settled durin 
the ~·011rse of the economic analysis and project appraisal, it is usuall; 
puss1bf1: tu ~omplcte these negotiations within a few days. When agree­
men ~ has l~een reached on the project and on the terms and condi tions of 
the hna11c1ng, the loan or credit agreements and supporting documents 
11.rc presented to the Executive Directors, together with the recommenda­
lton of the Presiden l, for their approval. 

A~ter approval by the Executive Directors and the signing of the loan or 
credit agreement, a further period elapses before the agreement becomes 
effective. The co~ing into effect of the agreement depends upon the 
fulfillment of cert:11n prescribed conditions. Only after the agreement has 
become effective can the disbursement of funds begin. 

7)ipes o.f Expenditure Fi11a11ced 

N~rmally, a .Bank loan or IDA credit provides foreign exchange for cx­
Pl'n.d1turcs on imported goods and services required for the execution of a 
~ 1 roJcct. These include the foreign-exchange clement re!)resented by lhe 
11~1purtcd comp?~cn t of domestically produced goods und foreign expen­
dttures under c1v1l-works contracts with locuf contrnctors. 

The Articles of Agreement also permit the Bank in "exceptional cir­
cumstunces" (I DA in "~pccial circumstances") lo lend foreign exchange 
to lir.rnnce local. expenditures. The circumstances justifying this kind of 
lendtng :ue typically those in which a country needs more funds for its 
developmen t than it can provide from its ow1 savings or from loans frail~ 
external sources other than the Bank, and wher" these additionul funds 
can~ot be clf~ctive ly transferred by lending only for imported goods and 
services required hy high-priority pro.i·~c ts. 

T!1~ :1bility to. finnn ce local cxpend11urcs thus provides nn clement of 
ll~x1bi111y , enabling the Bank and IDJ\ to lend for projects of greatest ben­
efl~ to lhe c~untry's Llcv7lopmcnl, even though the foreign exchange re­
quirements for these projects may be smnll. A decision whether to finance 
lnral. cxpcn<l;llll'cs, ;111d to what extent, is made in the light of the pnrticu­
la1 crrc.11111s1:111rcs 1m:vailing in the country und the nature of the project 
Ill he f111 :111l'C tl. 

. < ' lth1' '\\'fllfllly is 111ade of requests for the reimbursement or expcn­
d1 1111 cs 1111.! 11 11 i:d 1111 proj~cts he fore financing has been approved by the 
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Executive Directors. In those coses wher.e some reimbursement ?f past 
expenditure is agreed to, the amount is ~sually ~cl~tively sm.all.'lt. 1s con­
fined normally to expenditures on studies, preliminary engmeer~n~ and 
other work essential for the preparation of the project, or for preltm111a.ry 
work such as site clearing and construction of access roads neccssa~y fur 
the project to be started promptly. Reimbursement for post expc~d1.turcs 
for constructio:i work, equipment or similar items forming the main Items 
of expenditure on the project itself requires ~pecial justification. 

METHODS OF PROCUREMENT 

The Bank and IDA are required by their Articles of Agreement to en­
sure that the proceeds of their loans and credits arr used wilh due atlcn· 
tion to economy and efficiency. Though responsihil ily l'or projc~t cxcn.1· 
tion rests on the borrower or other entity spccilic11lly conccrncd, thc Bank 
has a direct interest in seeing that the resourc.cs it provides are us..:d in :1c-

cordance with its Articles. 
The action taken by the Bonk with respect to the procu,rcment pro-

cedures to be followed in the execution of projects depends very much on 
the circumstances, particularly on the nature of the project, an? the .way 
in which the Bank's financing is applied. In general, three cons1dcrat1ons 

come to bear: 
I. T;' e need for economy and efficiency in procurement. 
2 The Bank's interest, as a cooperative institution, in giving all its 

. member countries, developed and developing, an opportunity to 
compete in providing goods and services financed by the Bank . . 

3 The Bank's interest, as a developmcn institution , in e1lcuur:ig1n~ 
. the development of locul contractors and manufacturers In the bur-

rowing country. . 
The Dank hns found that, in most cases, these nc~ds and interests c:in 

best be reconciled through international competitive bidding, properly 
administered and with a suitable al lowance for preferences for local or 
regional bidders, where appropriate. Normally, therefore, the Bank re­
quires its borrowers to obtain goods and services (other than consultant 
services) through internntionut competitive bidding open t? manufac­
turers and contractors in 1111 or its member countries ant.I Swll7.erland. 

Manufacturers und contrnctors located In the borrowing country. arc 
allowed to participate in the intcrrrntionnl competition. I n the ~on~panson 
of foreign and domestic bids ror goods, the Dunk accepts the prrnc1p.I<.: that 
a degree of protection for the domestic bit.Ider ~rny be appropriate to 
stimulate the growth of local industries. l lowcvcr, 1n order to prev~nt un· 
c.lue advantage for the Iceni bidder who may he protcctc<I by the existence 
of high tnrilfs on imported goods, the Bank and fl)J\ n ~rn1:1lly allow ·1 
margin of preference for locally manufactured goods ol l '1' pl· 1 n: 1 ~ 1 . ;i-> 

compared to the Cir cost or competing imports or ~h~ :1c.111:lll y 111l'vatl1111'. 
import rnrilf rate, whichever is lower. In the sclcct1011 ol a rn11tractor lor 
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tiVif works, domcslic con1rnc1ors in countries with a per-capita income of 
less than US$200 are presently afforded a margin of preference of7~ per­
cent. 

. Tl~cre are, however. a number of cases where in ternational competitive 
bu.ld~ng muy not be appropriate for certain clements of the project or in 
special cases for the en.tire project. In these cases, other methods of pro­
curcmc.n tar~ used, but m each case the c,,1oice of the method to be used is 
tlctl.!rmmcd in agreement with the Bank and in accordance with the con­
siderations of economy and efficiency called for by the Articles. The ex-
1.'l:ptions include the following types of cases: 

I. The character, size, location, or amounts of the cfvil works to be con­
~1n11:1cd or equipment and materials to be purchased are such that 
1111crnational competitive bidding is unsuitable and uneconomical 
:ind other methods of procurement (e.g., local competitive bidding 0 ; 

n_orm;il government procedures) are more appropriate. 
2. 1 he needs for compatibility and standardization of the new wi th ex­

isting equipment or for early delivery sometimes require procur~­
rnent fr'Jm the original supplier or a limited number of qualified sup­
pliers of similar equipment. 

3. ~he equipment is proprietary ; ~ character (i.e., available from only a 
single manufacturer). Except1uns (2) and (3) usually are limited to 
only a small part of the procurement under a project. 

4. The project consists essentially of the provision of funds to a finan­
cial intermediary for rclending. In these cases, the funds arc ex­
pended by u large number of sub borrowers over n period of years for 
a variety of items, und international competitive bidding is not feasi­
ble. 

. In uny event, the Bank sa tisfies itself tha1 requests for exemption from 
international competition arc justified, that the goods und services to be 
rnntracted arc suitable for the project, and the terms of the contract arc 
rcaso~;1ble. Bidding procedures and the recommendation for the :iward of' 
the bid ure . the responsibility of the borrower, subject only 10 review by 
the Uank with regard to the su itability or the goods or services and the rea­
sonableness of the terms of the contract. 

SUPERVISION AND DISBURSEMENT 

The interest of the Bunk in a project cl1Jt.!S not end when finance has 
been agreed and the necessary documents hnvc been signed. Effective ex­
ecution of the project :., csscn tiul, if ils dcvt:lop1nental benefits arc to be 
reali1.~d, n.ml the l!an~ hus a con tinuing concern with this pro~css. Prob­
~ ems 111cv11ahly arise 111 the cxcrntion of projects, cspccinlly those invl.llv­
lll!'. la11.:l.!·scak and compk:x 1:< 11struc1ion. Early wurning or tliOicultil.!s 
111:.1kl·'I 11 poso.;ihlc 10 discuss solutions with the borrower in good time. In 
1111~ w:i • a 1111111hL:r uf •>hstadcs to the su1:ccssl'ul nccomplishmcnt of 11 
11111,1 t:l' I r:111 hi.: :1vo1di.:d ur quickly overcome. 
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Accor~ingly, the Bulik requires records to be kept and rcgul;~r reports to 
be submitted on the progress of projects which it finances. W~1lc the ro.rm 
and detail of these reports vary, the information required 1s uf :1 kind 
which any prudent businessman would want. . . .. 

R orts from the borrower are supplemented by periodic v1s1ts Ill th· 
roj:~t by members of the Bank stnlT'. On these visils, staff' members cit· 
~mine the work being done, scrutinize the accou~ts of the borrower, <~b· 
serve the use and maintenance of goods and equipment purchased with 
the loan or credit proceeds, and satisfy tl-:emselves that the man:igemcnt 
and administration of the project arc satisfactory. . 

Problems arising in the course of implementing a pro,iect are d1scus~ed 
and solutions jointly explored. Changes in the specifications of a pr~JeCt 
arc sometimes found necessary and ;1rc 11111111ally agreed 11po11. Such 
changes, and also changes in financinl condit11111s alli.:cti11g w:i~c~ and 
prices. may increase the r.ost of the project beyond. the a1nount ong111,:117 
forecast. ln this case. the borrower and the Bank wilt consult, ;is appropri­
ate, on the measures that need to be taken to provide the extra funds an<I 
so assure completion of the project. • . 

In keeping with the policy of carefully scrutin~zing how ~ts money 1s 
used, the Bank disburses funds only us expenditures arc incurred .for 
specific goods and services. By means of this procedur.c and the reporung . 
system described abov~, it is possible to follow each •.tern financed. from 
the placing of an order to the delivery or the item und 11~ actual u~c.1n the 
borrowing country. Dil>bursemcnts arc made on receipt or :;at1s l11c to1y 
documentation. Normally, this will [1rovidc evidence that the gollds 01 
services to be financed urc covered by the loan or credi t agrcc11H:11t, and 
thnt they arc reasonable in cost and or proper quality. . 

When the rcquin:d uocumcnts have hecn received, the borrower is pro· 
video with the cu rrencies he h;is ai.;recd to.pay to his supplier or t.:ontrac· 
tor, except that expenditures in the local currency of the borrower nrc re" 
imburscd in a convertible currency . The particular currency .needed h)1 

the borrower is obtained by the nank either Olll of i ts own holdings Of that 
currency or hy purchnsin~ it with other currenci~s. . 

111 the first or these two i11st11nccs. a O:in~ loan 1s rcpayuhle in the 1:ur· 
rcn1:y provick:d 10 1hc borrower~ in the secnncl instance, in the c~1r rc11cy 
tiscd w huy the rnrrcncy 1'11rnishcd to the borrower. Ir~ the case ol IDA'. a 
credit is repayable ill 11 convertible currency 111:rccd with the borrower In 

an amount cquivulent to thnt orii;i1111lly provided. Witt.' al! lo:11~s and crcd· 
its, 11 strict prot:cdurc is 11tloptcd to ensure th 11t nmor111.1111u11. 1nterl'SI .111d 

lllhcr chari;1.:s urc paid 1H111c1ually. 
A detailed listing of the numba ur Bank loans a11cl I DA credits by 

::ou111ry appears in Appendix U. 
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AUDIT AND EVALUATION 

The Uank and its affiliates have the responsibility of providing 
assurance to i ts shareholders and creditors that resources provided by 
them are adequately protected and are achieving desired resu lts. This 
as~urance is provided through audit and evaluation in five main areas: 

I . financial accountability; 
2. compliance with applicable policies and procedures; 
J. reliability and adequacy of in ternal management information 

systems; 
4. effective and efficient use of resources; 
S. evaluation of the results of operations. 
To achieve this, the Dank and its affi l iates undertake a continuous 

program of intlcpendent examination and review of their activities from 
both outside and with in their organizations. 

An international firm of independent accountants and auditorn is re­
tained annually by the Bank and its affiliates to examine and to report on 
their financlnl positions and results of operations as reported in published 
financial statements. In addition to these services, the Bank maintains a 
substantial internal capability for audit and evul:rntion which is organiza­
tionally independent from units directly responsible for financial, udmin­
istrntive. lending, and other uctivities. This capability is centered in an In­
ternal Auditing Ocpnriment and an Operations Evnlualion Dcpnrtment 
under a Vice President who has no other direct operational respon­
sihili lies. 

The busic dilferencc bet\\\.;en the work or the two departments is one or 
emphasis rnthcr thnn coverage, as both departments have unrestricted ae­
-:css 10 all acti vities of the Bunk and i ts affiliates. In Internal Audil ing the 
emphasis is on internal controls and relnted sys tems antl procedures used 
in conducting. anti managing operations. whereas in Operations Evalua­
tion the emphasis is on the economic impncl or operations and their con­
tribution lo development. I n carrying out their rcspon~ibilitics both 
ucpartments seek (a) to improve performance by identifying possible 
mcuns of improving the efficiency and c ffcc1ivcncss of operu1io11s nnd or 
use or n:suurccs; nnd (b) to measure whether progrnms anti 11c1ivi1ics meet 
s1a1ccl objectives nnd arc being conducted in nccordunce with npplicnhlc 
polkics nnd procedures. 

/1111•outl A 11diti11K 

I nternal 1111di1i11g in the Unnk nnd its 110ili:11cs has the ovcrnll objective 
nr assisting all levels of management in the effoctivc discharge or their 
rcsponsih 1l1111; -. hy f1111mhing them wilh independent ancl ohjcc.: tivc 
audils a11d apprai-;als 111' flnnncial, atlministru1ive, uccoun1i11g, and other 
al'tivi11c.; W11h llll: primary emphasis on controls. i111ernul nutliting is con ­
cc111cd w11h 11·vil'win1•. and npp rnisin~ their soun<.lncss, 11dc4uucy nnd np· 
plica111111 , a11d 111 pt 11n1111ini; cll'ec tivc con trnl at rcusonuble cost. In addition 
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to being concerned with the effective utilization of resources, c_omp\ju~ce 
with policies and procedurr.s und with other means of protecting the .in­

terests of the Bank and its affiliates, internal auditing seeks to determine 
the reliability and validity of accounting, financial an<.! other <.l:iu~ ust!d hy 
management. Findings and recommendations developed ~unng C:t(h 
audit arc reported to the department concerned and to se~1or manage· 
ment to alert them to mailers needing improvement. In its work, the 
auditing and reporting standards applied are those generally accepted by 

1he accounting profession. 

Operations Evaluation . 

Jn the course of its supervision work and dialogue on economic m~llcrs 
with member countries, the Dank accunrnlalcs :1 good de:il or cxtH.: nc1~rc 
wh ich it tries to apply in subsequent ·opcratiuns cithe1'. din.:t·lly or al lcr 
special reviews or the policies or programs af\'cctcd._ Withtn abmtl a year o~ 
the complelion of loan /credit disbursements, projects s~pportcd by ~he 
13 k and IDA are brieOy reassessed by the Operations Ev11lua11on 
o~~artment in the light of history ~P to that ti~e and iaking curr·l!.1~l 
prospects into account. The purpose .'s to detc:rmtne whether the ob.1~c.~ 
tives, on the basis of which the financial comm~t~ent was ~ade, arc bc~n 
·ichicved and whal the reasons are for any <.1ev11.111ons. Parucular atten11on . 
is given to uny modifications in the projccl or in its institutional stru.ctur.c 
thnt resulted from the Bnnk's advice. Individual projects or groups.o f pr?~ ­
ccts arc sometimes selected for deeper cvulualions. designed to 1dcnttl y 
more fully their Impact and thut of the Dank in its ns~ist~ncc to lhem, anti 
to reconsider more broadly how far the original obJcc llvcs wc.rc l'Ol't c~t 
und how, wi th hindsight, they might have been improved. Systcmat1t: 
reviews arc also carried out. on 11 selective busis. by the same dcpar1111c11t •. 
of the application or 13:1nk policies regarding the rnan ngcmc~t antl .use ol 
its resources. and its lent.ling procedures und standards, with. a view to 
assessing their elliciency 11nd effectiveness in lhc light or.cxpcncn.cc. Sug­
gestions that emerge from thcs~ various lypcs of studies arc ~1sc~1ssc(~ 
wilh the opernting dcrartments involved nnd .fo llow-u~, reports nre pro 
duced, reviewing their respcrnscs and the pertinent actions taken. 

Joint A 1ulit Cnmmilfc><' 

Tht! activities and work programs of the.two dcp11r1mcnts '.ire su.bject to 
review hy 11 Joint Audit Commiltec consis1ing of six cxccuttvc O~rectors. 
This Comrni11cc has the responsibility of s111isfying ilscl t' tl~at th~ .111 1crrrnl 
audit anti opcmlions evnluation activities of lh~ llnnk nnd rts 111l11tate." arc 
atlcquntc on<.! efficient. It nlso hns 1hc responsibi lity cnch year to nom1na1e 
for Execu tive Directors' approval a firm or ind1.~pcndcnl accou.ntants 111 

serve us nudilors for the c.:omlng llsc<tl year. M ee tings '.'~c held w11h .rl',111 ·· 

-;cntutivcs of the se lected Orm m uiscuss the srnpc ul 11.; 1.:-':1111111:it11111. '" 

review 1hc nuditccJ ftn nncinl statements :ind tlJ rn11-; id1:1 ''" 11 11 11111 1'.:; :111 11 

rccommcnthllions. 
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_The Com.mittec ser~es as a focus for consideration by the Executive 
Directors of tl~e fina~cial control and operations evaluntion procedures of 
lh~ Uank .and ·~ affilrn_tes. Its review of audit and ~valuation activities and 
rcl.1t~d d1scuss1_on~ with responsible officials and the external auditors 
rr_ov1de a contmumg channel of communication to all the Executive 
~ircc~o.rs and h!!lp to assure them that the financial affairs of the Bank and 
its aOihates are being properly conducted The Co "tt II . · . mm1 ee reports an-
~ua_ Y l.o. the Executive Direct?rs on its discussion with the independent 
· •.u<li~ors .'in~ ?n the res~l:S of lls review of the internal audit and opera­
tions _cv.1tu.1l1on, st1bm1ltmg conclusions and recommendations as a • 
prnpnatc. P 
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COORDINATION OF DEVELOPMENT ASSISTANCE 
Effective coordination among mullilatera\ and bilateral donors' of ussis­

tancc, and between donors and recipient c:ountries, is an imporl:rnl l!lc­
ment in the development elfort. ll can help to assure that donors arc sup­
porting consistent development goals, and that financial and technical aid 
from different sources is applied efficiently to priority requirements. It c:in 
also facilitate better planning and execution by the developing countries, 
and so enable them to use assistance more productively. 

AlD COORDINATION GROUPS 
The Bank has taken the lead in forming g'roups to coordinate the flow of 

financial and technical assistance to individual developing countries. Aid 
coordination groups provide a forum, in wh.il:h a c1111n1ry may n:~ularly in­
form donor governments of its problems and aspirations, a11d in which 
donor governments can exchange information about their rc~pcctive 
programs and activities in the recipien• country. They help to maintain 11 

now of aid to recipient countries; to coordinate the flow or external li­
nance and technical assistance from different sources; and to facilitate its 
efficient channeling with a view to meeting recipients' priority needs. 
Coordination groups help to bring to light deficiencies or difficulties in re­
cipients' economic performance and to assist in remedial actions. They 
also provide opportunities for mitigating the problems associated with uid 
tying nnd suppliers' credits. 

The first aid coordinution group was organized by the Bank in I 
1
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when interested donor governments and institutions juined in a Consor· 
tium to pledge emergency financial assistance to India. This was followccl. 
in 1960, by a similar Consortium for Pakistan. For c.!rtain othl-1 develop­
ing countries the Dank hns organized Consultative Groups which serve 
the same basic purposes us the C0nsortia, but do ntJt endeavor to arrive :11 

formal commitments of assistance on the part of the meml'cr govern­
ments. Specific :1id commitments arc negotiated bilnternlly between the 
recipient and each donor. 

13y December 1973, the Hank wus chairman of 16 nid coordination 
groups organized to assist the following countries: Colombia, the East 
African Community (Kenya, Tnnzunin, Uganda), Ethiopia, Ghana, India, 
Karell, Morocco, Nigeria, Pakistan, Peru, the Philippines, Sri Lnnku, 
Sudnn. Thailand. Tunisia, und Znirc. The Bank also participates in meet­
ings or nid coordination groups, organized under other auspices. for In­
donesia nnd Turkey. Twenty-six aid-providing countries have been 
nssodutcd with one or more of the Bank-sponsored coordin nlinl:\ groups. 

Where appropriate, regional development bunks and other intern:i­
tionul orgnni1.ations, such ns the Ocvclopmcnt Assistance Commith.:c 
(IJJ\C) of the Orgunization for Economic Co-opcrution ntHI ()cvelop11ll't1t 

11n 1h l~ section. th~ te rm " tlonor" me.ms n 1:ovc1111111:111 orl1111·11•1w1· 1111111·111al 11 11:111 111.1111 111 
which rrovldcs lc,hni~a l nntl/ur fi11 a11ci:1l 11~"~1:1 11cc hv w.1y 11f 1:1.111 1' 111 h1.11" 



(OECD), lhe Europenn Investment Bank (EIB) and the Europenn 
Development ~und (FED) of the European Economic Community (EEC) 
am! the Ku~a1l Fund for Arab Economic Development are also partici: 
paling agencies. UNDP and IMF participate in all the Bank-sponsored 
groups. 

In the Weslern Hemisphere, the Organization of American States has 
developed a regional system for reviewing country economic performance 
and proble~s ns well as. requirements for external assistance through its 
lntcr-/\mcncun Committee on the Alliance for Progress (CIAP). The 
~oriel Bank and the Inter-American Development Bank, the Jnlerna­
t11'.11al ~onctary Fund, and USAID are closely associated with CIAP in 
this cllort. The partici~ating organizations coordinate their roles through 
an lntl!r·Agent.:y Advisory Group which does preparatory work for the 
CIAP country rcvie.ws, thus strengthening and improving the program. 
The llank's economic and other reports arc part of the documentation for 
these reviews, and are also used by the CIAP Secretariat as background 
and supporting material. 
Conditions and Responsibilities 

The following conditions must be met before the Bank will take the ini­
tiative to establish an aid coordination group: 

1. The country is receiving substan tial external aid from several 
sources nnd there is prima facic need for coordination. 

2. Both the rccipien t government and the aid-givers rcpresen ting the 
bulk of externul finuncing to the country agree that the Dank should 
l)rganizc some sort of coordinating machinery. 

J . There arc reasonable prospects that the Bank or IDA will itself be in 
n positi~n to provide financing for the country's development. 

4. A .sufficient volume of projects cnn be expected to be forthcoming 
(with the help or technical assistance in J)roject preparation if neCe!> 
sary) lo provide nn adequate vehicle for external assistance. 

5. Governmental machinery should be in existence offering ret1<;onable 
prospects that coordination can have constructive results. 

The Ba.nk:s ~nrticipution in groups organized by others depends on 
whether. in Its Judgment, these conditions (othe r thun (2)) arc met. 

The 13ank assumes several responsibilities in relation to coordinn1ion 
groups or which it is chairman or in which it participates. On the one 
hand, the Bank attempts to provide informnllon nnd objective analysis, 
~wscd on extensive field work, to assist .1onor countries in their delibera­
tion~. On the other hand, it assists tnc developing coun!ry, w'1erevcr 
possible, to assess needs und to we nssisLancc effectively. It makes 
pcric~d!~ ~om1Hchcnsivc reports on tl1c recipient country's developr.1ent 
pn-;s1h1l~11e-;, pn.>l>_lcms a~cl performun;e. ll comments on the country's 
own es11111:1tt; ol :1111 rcq111remcnts, and makes recommendations concern­
ing Ill e rvpt; a11d 1 i~ rn1s of nid which seem npproprinte. W~1en-rcqucsted to 
tin '{11, 111 1: llank 11-;-;isls the recipient country to prepare or revise its 
tlcwl11p111l'lll pror.1:1111. :incl advises on problems of execution. IL mny also 
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' 
help the gov~rnment to identify projects, arrange feasibility, studies, 
determine major or key preinvcstment technical assistuncc requirements, 
and establish priorities for investments. 

The functions and mode of operation of Bank-sponsored roonlina1i111~ 
groups may vary considernbly from one country lo another, and thdr l'Olll 
is evolving with time and experience. The Bank's approach has been pr;lt'.· 
mntic; varying techniques have been used as lhe different and changing 
circumstances of particular countries have required. In the Bank's view, it 
would be unwise to force all aid coordination activities into any particular 
predefined format. 

Experience has shown the usefulness of regular meetings of local 
representatives of the principal aid donors and the recipient government. 
Some of these local coordination meetines an.! organizccl ancl chaired hy 
the recipient government, others by local n·presl!ntativlls or i111l!rnati1?11al 
organizations. In all cases, the Bank is willing to help prepare thl!m \111 <.I 
carry them out. 

CO-FINANCING 
Joint action can be useful for an individual project as well as for a na­

tional economy. On many occasions the World Bank has joined with other 
lenders in financing specific projects. Since 1969 alon,. or example, the 
Bank has joined with Sweden in providing finance in : 7 cases, including 
projects in Bangladesh, India, Ethiopia, K.enya, Tanzania, nnd Tunisia; 
with Canada for 15 projects, including projects in Banglucles~. I nclia and 
Botswana, and other countries in Eastern and Western Africa und in the 
Western Hemisphere; with France for 24 projects in Africa; with the 
United States for 14 projects, inter alia. in Indonesia, Turkey and several 
countries in Africa; and with the aid agencies of Germany (six cases), 
Japan (two cases), Norway (two cases), und the United Kingdom (eight 
cases) for projects in various countries in Africa, Asia, Latin America, and 
the Caribbean. 

The Dank has also financed projects in a number of Lalin American 
countries, including Brai it, Colombia and Mexico, with the lntcr-Ameri· 
cnn Development Bank; in Indonesia und Thailanrl with the Asian 
Development Bonk; in the People's Republic of Congo, Liberia, Malawi, 
and Somalia with the African Development 13nnk; und in Jordan, Suduo, 
Tunisia, and Yemen Arab Republic with the Kuwuit Fund for Arab Eco-
nomic Development. 

Three projects, in Ivory Const, Somalia und Turkey, were ftnam:cu 
together with the Europeun Development Pund of the Europcnn El'o­
nomic Community, and two projects, irt Senegal and Turkey, together 
with the European Investment Bank. Examples or larger projects whil'h 
the llnnk has finnnced jointly with other lentlers arc the Volta ltiwr 
power nnd aluminum project in Gh:i.na, t!1c J>usr.i fcrtil i11·1 11.•n_i:l't i11 111 -
doncsia, the Lns Truchas steel project m Mexico, the K:i 11111 )):1111 111 
Nigeria, nntl the Roseircs Dnm amt irrig11!1on projccL i11 tl11.: S11tl:111. 
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The Bank and IDA also joined with governments of eight countries to 
form the Sl.200 million Indus Ilasin Development Fund. which was s~t 
up in 1960 to finance the construction of irrigation and othl!r works in 
Pakistan consequent upon the senleme!ll of the dispute between l11 d1,1 
and Pakistan over the sharing of the waters of the ln"' · . ~ Basin. Tia: ma111 
charge on the Fund was the cost of constructing the Mangla Dam on tl11.; 
Jhclum River, together with link canals and associated barrages. In May 
1968, the World Bank and six countries established the Tarbela Develop­
ment Fund to complete arrangements for financing the Tarbel:i Dam and 
power house on the Indus River. 

Where Bank or IDA lending and official long-term development assis­
tance on concessional terms from bilateral sources are combined to fi­
nance a project, the Bank often acts on heh:llf of all co-lcnd1.:rs in prL'p:11 -
ing the project as well as in supervising iL.; i111ph:mc111.1tiu11 . 111 !'.0111c c:a-.c-; 
of co-financing with official bilateral assist:mc:e. the bil~11i..:ra l f u11tb c::in b1.: 
used for purchases in many countries as freely as Bank or IDA funtls. In 
these cases. all goods and services are procured after intern:.J.tional com­
petitive bidding, and each con tract is financed pro rara from the severa l 
sources of funds. ln other cases. funds from a participating country an.: 
available only to finance contracts placed in that country, either after in­
ternational competitive bidding or from a separate list of goods and se r­
vices that has been agreed among the parties in advance. 

In a number of cases in the past. the Bank has also provided joint fi. 
nancing for large revenue-earning projects in conjunction with bilatl.! r:i l 
export credit agencies offering funds on commercial terms. In such c:ascs . 
the Bank has played a major role in initiating. organizing anti supcrvisi11t. 
the joint financing process which involved, in essence. arranginr, l'ur e x­
port credit agencies to provide, on commonly agreed appropriate terms, an 
agreed share of the financing for a common list of goods and services to be 
procured under international competitive bidding. 

In other instances, the Bank and the export credit agencir have each 
financed different lists of goods and services, with bidding 0 1 :·~ list ear­
marked for bilateral financing open unly to manufacturers or contractors 
whose countries had agreed in advance to provide credit on acceptable 
terms. In these cases. the borrowing country retained full responsibility 
for negotiating the bilateral credits and awarding contracts thereunder. 
and in particular reserved the right to take credit terms into accoun t in the 
con tract adjudication. The terms of bilateral financing have varied widely 
as to interest rates, period of grace and amortization. 
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The Bnnk and JOA also joined with governments of eight countries to 
form the $1,200 mill ion Indus Basin Development Fund, which was set 
u1> in 1960 to finance the construction of irrigation and other works in 
Pakistan consequent upon the settlement of the dispute between India 
and Pakistan over the sharing of the waters of the Indus Basin. Th1.: main 
charge on the Fund was the cost of constructing the Mangla Dam on the 
Jhelum River, together with link canals and associated barrages. In May 
1968, the World Bank and six countries established the Tarbela Develop­
ment Fund to complete arrangements for financing the Tarbela Dam an<l 
power house on the Indus River. 

Where Bank or JOA lending and official long-term development assis­
tance on concessional terms from bilateral sources arc combined to fi­
nance a project, the Bank often acts on hch:itr of all co-lenders in prepa1 -
iog the project as well as in supervising its i111pll!111c11tatiu11 . 111 .mmc cases 
of co-financing with official bilateral assistance, the bilateral l'u11tls cnn h1.: 
used for purchases in many countries as freely as Bunk or lDA l"untls. 111 
these cases, all goods and services arc procured after internatio11:1I com­
petitive bidding, and each contract Is financed pro rata froin the severa l 
sources of funds. In other cases, funds from a participating country an.: 
available only to finance contracts placed in that country, either after in­
ternational competitive bidding or from a separate list of goods and ser­
vices thnt has been agreed among the parties in advance. 

In a number of cases in the past, the 13ank hns also provided joint fi­
nancing for large revenue-earning projects in conjunction with biluteral 
export credit agencies offering funds on commercial terms. In such case~ . 
the Bank has played a major role in initiating, organizing and supervising 
the joint financing process which involved, in essence, arranging ror ex­
port credit agencies to provide, on commonly agreed appropriate terms, an 
agreed share of the financing for a common list of goods und services to he 
procured under international competitive bidding. 

In other instances, the Bank and the export credit agencies have each 
financed dilfcrcnt lists of goods and services, with bidding on the list enr­
marke<l for bilateral finnncing open only to manufacturers or con tractors 
whose countries had agreed in advance to provide credit on :icccptabh: 
terms. In these cases, the borrowing country retained full responsibility 
for negotiating the bilateral credits and awarding contracts thereunder, 
and in particulnr reserved the right lO !like credit terms in to account in the 
contract adjudication. The terms of bilateral financing have vnricd widely 
us to interest rates, period of grucc and amortization. 



CONStJLTATIY.E GROUP ON 
INTERNATIONAL AGRICULTURAL RESEARCH 

In May 1971. u Consultative Group on International Agricullurnl 
ltcscan:h (CGIAR) was established under the sponsorship of the World 
Bank, r AO and UNDP. By December 31, 1973, in addition to the cospon­
sors, membership consisted of 13 donor governments (Australia, Belgium, 
Canada. Den mark, f-'rance, the Federal Repub ii~ of Germany, Japan, the 
Netherlands, Norway, Sweden, Switzerland, the United Kingdom, the 
United States). other governments representing each of five developing 
1c1'.i1111s or the world, the Ford, Kellogg and Rockefeller Foundations, the 
,\l'ril.'.an Development Bunk, the Asian Development Bank, the ln ter­
/\111cril'an Development Dank, the European Economic Community, and 
the lntcma1iunal Development Research Center. The Bank is Chairman 
or th!.! Group and provides its Secretariat. 

CG I AR wus formed to mobilize financial support for international 
agricu ltural research efforts in tended to raise the production of crops and 
:inimals on which the developing world depends for most of its food sup­
ply. The Group explores major new areas of possible investigation, taking 
account not only of technical but also of ecological, economic and sociul 
factors . Its objectives include helping to synchronize national and inter­
nationnl :1gricultural research efforts: encouraging the application of 
research results in national programs: and discussing the linancial re­
Quiremen ts for high-11riority international and regional research activities 
l!Ver a long period of time, keeping in mind the special needs of the 
dl!vcloping countries. 

17,,. C1•11 fL'rS 

The Group is supported by a Technical Advisory Committee (TAC) 
consisting or I J expcm with wide experience in the agricultural problems 
of developing countries. The commillce is responsible for advising the 
Consultative Group on the principal gaps in agricultural rcscurch, on the 
i11 1crn11tion11l nnd rcgionol progrnms which deserve priorit/, and on the 
ultimate levels of' !innncinl supnort for the intcrnuliOnal ugricultural 
rcscurc:h centers. At present, members or the Group nrc supponinµ 10 in­
tcrnationul rc.o;cnrch efforts. Six of these nrc the responsibility of ino;\it11· 
lions carrying ou t funclamcntnl rl.!senrch on major crops, nnd some nre nd­
llition:illy concerned with forming sy ·tcms in their rcspcctiv:: l!cological 
:m:as. The institutions nrc : the lnternationnl Maize an<.I Whcnt lmprovc-
1111.: rH Center (CIM MYT) in Mc:<ico: the ln tern .. tionul Center of' Tropical 
A~riculture (CIAT) in Colombia: the Internationa l Potato Center (Cll') in 
Peru: the Internationa l Crops Research Institute for the Semi-Ari<.! Trop· 
il'S (ICH IS/\ T) in India; the Institute of Tro1>icn l Agricu lture OITA) in 
N11:cri;1: ;11111 th l! lrl!crnational Ri ce Research Institute (IRRI) in the 
l'h .. ppill l:\ 

·1 he l 11 h:" c n· rci.;c ~-;ire that thei r proi;rnms nre of 11 co11111lernenrnry 
r:11hl·1 111.111 l'111n111: 11r ivc nature. Ench conduct-; research in crops or pro-

duction systems that promise improvement over brond regions of the 
developing world, and each ht1s o.n international board of trustees ancl 
staff. . 

lRRl and ClMMYT date bJr.k to efforts begun in the 1940s. CtMMYT 
developed the new high-yielding strains of wheat, and 1R RI the new 
strains of high-yielding rice which, as further adapte<.I by lol·:tl rescan:h, 
provided the basis of the so-called ' ' Green Revolution" in the late 1960s. 

So far, the "Green Revolution" has benefited mainly farmers who have 
regular irrigation water and can afford to buy f crtilizer and other neces­
sities. Each of the six crop centers is now engaged in trying to develop n 
package of varieties and cultivation methods which will directly benefit 
the small farmer who does not hnve access to these advantages. 

Recenr Jniriarivcs 
CGlAR also is supporting research <1c ti vitics to improve livc:nock pr·o­

duc:tion: CIA T in Colombia has programs con<:crncd with cullk aud 
swine, and two other centers arc concerned with cattle production in 
/\fricn. The International Laboratory fo r Resenrch on Animal Discasl!S 
(ILRAD) was csto.blished, in 1974 , in Nairobi, Kenya, and discussions arl! 
in progress regardi ng the formal establishment of an International 
Livestock Cen ter for Africa (l LCA) to be base<.! in Ethiopia. ILCA will car· 
ry out cooperative research programs in the major cattle-producing coun­
tries or tropical Africa. 

Finnlly, recent initiatives of the Group arc leading to the establishment 
or II field-trials program of the West Af'rican Rice Development Asso~i: 1 -
tion (WA RDA) and of a network of plant gene collections for cun.;crvin~ 
biological material which will be or value in breeding plants with hiJ'.111.: r 
yields, belier nutritionnl quality Or greater resistance to disease anll pc:-. IS. 

Members or the Consultative Group indicated that tht.:y intt.:ndcd tu 
m:1kc 11 total of nppruximatcly S34 mill ion nvailahlc for the ci.:nters' ac· 
tivities in cnlendnr 1974. This amount is expected to include grants of 
abOlll $3 million by ID/\ from l'untls transferred 10 it ou t of the Bunk's nl!t 
income for fiscal 1973. 



TECHNICAL ASSISTANCE 
.Tcchn it:al assist~nce .10. ':1cmber countries has become an integral part 

~>f .rhe ~o~ld O!lnk s act1v111es. Many developing countries need assistance 
~n 1clcnt1fying and preparing projects. They may also reljuire help in carry-
111g out ~rnny other tasks essential to their development: analyzing their 
ccon~m1cs, formulating appropriate development policies, establishing 
cfrec t~ve development institutions, preparing investment programs, 
s1udy111g sector development, determining project and other priorities 
h.:sling the fea~ibility of individual projects or finding solutions to par ticu: 
lat ptob lcms.1 he Bank has gi ven assistance on all these and other matters 
11vc1 the years. 

Most nr the Bank's technical assistance is provided in the normal course 
or lin 11 1H: i~1g al· tivilics. Advice on project preparation, for example, is fre­
quc.ntly g 1~e11 .by stuff members during the examination of projects for 
wh11.:h i1pphcat1ons for finance have been received. This advice may relate 
1~1 an}1 matter. affecting the successrul execution and operation of a project, 
lrom the design .o r~ plant to the arrangements for the project's manage· 
mcnt and organiz1111on . 

Where the Bank bcli~ves that outside nssistance is required. it normally 
suggl.!Sls to the prospccuve borrower that proper technical services should 
he ot.>1ainecl from consi. lting engineers or other appropriate sources. I n 
such 1nsta11ccs, <1s indicated on page 46, the Ounk stands ready to help the 
IH'!'°\'er to choose su table consu ltants and to drnw up terms of 
rdcrencc. Wh~n fin anCl' is linally agreed for a project, 11 11 umount m;~y he 
111rl 11th.:d to reimburse t•1e expert advice involved, both during the plan-
11111!: ar~d l.!Xccu tion stages. l·inuncc muy also he included to cove r 11 c cost 
111 fl!:is1h1l1ty studies for related future projects. ror example. in the fisca l 
yL·:1rs 1972 and 1973, loans and credits huving u clearly identifiable tcchni· 
cal :i-;o;· :1:1ncc corn1H)llcn t, aggregating S3.724 million (ou l of' combined fi. 
nancing l'or the two years to ta ling S6,J74 million), included S 161 million 
ro.r 1echnic.1I nssistnm;c. or this amount, $911 million wns for the se rvices 
ol cx r11! rts und consull11n1., S4·1.4 mill ion for feasibi lity studies, and $20.3 
rnillio11 f'or trni11i11 g nnd overseas l'elluwship~. 

I n 11dd i1ion, the Bank has providccl, ei ther on request or on i ts own ini· 
ti11tivc, a ~aric1y or assis tance 10 member coun trics not immediately con­
nected with loan opern tions. Th is assis111nce has been conlinc<I to fields 
whl.!rc, bi.:cauSI.! of i ts character as u development finun ec i11stl tu1 ion and 
lhc opc1111iu11al experience or ils stuff, the Uank {'Ou ld bc c.:onsidcred lO 
have _Pttr ti.c.:ular <111alifh.:ations or pnrt1culnr rensons for proviuing help. 
c-;pct:1ally 111 cases where its assistance mi~hl be expected to facili tate new 
l':1pi1al 1nvc-;t 111cn1 in hil:h·priority project-;. 

1'11c Bank lt :i.; a s111:ill team lll' ndviscrs in the lntcrn111ion11l Relations 
I ll·p:111111v111 wlto p11>vi1k tcchnrcul assistancl.! to member countries 
tl'J'.1111 1111· 111· :1ppr11p1 1:1tc lll:tt: h111cr}1 for the formuln tion nnd execution of 
1k\'l'l111'1111·11t pl.111' .111d progr.111 1s. T his ass istant:c 11111y incl\Jde a<.lvit:e 0 11 

the choice of planning systems, the distribution of planning functions, 
the role, organization and location of n central planning organization. 
regional and local plann ing, plannint~ machinery for project preparation 
and review, and the design of training !>rograms. for those concerned wilh 
planning. This staff also is responsible for implementing those projects llf 
the United Nations Development Programme (UNDP) in this ficl<.I, fur 
which the Bank has been designated E.>.eculing Agency (see below). 

From time to time, the Bank assigns resident planning advisers to 

member countries at their request. 

PREPARING HIGH-PRIORITY .PROJECTS 
ln many developing countries, par ticularly the Bank's newer members, 

there is a shortage of well-prepared, high-priority projects ready for fi. 
nancing. The Bank hus, therefore, been giving tccltnic:i l :issis1a1H:c to 
project preparation and lo the earlier step or 11rojcct idcn1il ica1ion. l"rin­
cipnl among the varying techniques which it has employed arc sector and 
feasibility studies organized under cooperative arrangements with FAO, 
Unesco, WHO, und UNlDO. and by the Bank's regional missions in 
A frica und its Resident Staff in Indonesia. A good deal of project iclcn· 
tifkation assistance is provided informally. through Bank economic mis­
sions, resident advisers. or in the course 01 the appraisal and supervision 

of other projects. 

Sc•cwr and frnsihi/lty Studies 
A "sector study" is an unul ysis of the whole or part of a particula r sector 

or the economy. e.g .. tr:insport or power. with a view to dniwin~ up a cour· 
dinatcd investment program for that sector and idcntirying projects with­
in it. The study may be countrywide: it mny be limited lo a region wi th in a 
country: it may cover the g.iven sector throughout a region embracing 
several countries. A "feasibi lity study" uctcrmines whether projects 
which hnvc ulready been idl.!ntified arc technically feasib le nnd econom­
ically j ustified. J\ common i.: huracteris1ic of these studies is th:lt, unlike 
most nth1.:r kinds of tcchnicnl assistance prnvidcd by the Bunk. they 
usually have been ca rried uut by independent consultu11 1s. under Clunk 
supervision. Some or the studies have been financed by the Ban k, others 
l>y the UN DP. for which the Uank hn-; acted us Executing Agency . 

/Ja11k-Fi111111c1•d St 1ulll'.s 
The Uank has hccn Onnncing the foreign exclrnngc cost of scctor and 

feasibi lity studies since 1961. Its policy Is to give the UNDP first oppor· 
tunily to consider ;ill reQuests for linnnciul assistance for such 'itudics. 
<:i ncc the UNDP Is the member of the United Nations family spcci lically 
concerned with th t.: financing of prcinvcstment ··tu1lics. Unless the cir· 
cumstonccs arc exceptional. i l lrns bcl.!n thc 13nnk ·s prncticc 10 uncl1.;rtakc a 
sector or fcusibilily study only where there is :1 rc11so11:1hlt.: pr11-.1wl· t that it 
will lea•I to fi1111ncin1~ by the n unk or ll>A, or within the fr:1111l'W• •, " ' :111 

aid coordinntion group with which the Bank is as-.m·ialcd Tl 11: ll :i 11i.. al'o 
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rcquirc!'I evidence of the interest of the country concerned, at t~ast 
lhruugh :. contribution Lo the local currency costs of the .';tudy. 

While i1.itially the Bank made grants for such studies. it now finances 
un a grant b.tsis only in exceptional cases anct only when a Bank contribu­
tion of no more than $200,000 is sought. When larger amounts are in­
volved, if U:'l DP financing or grant financing from other sources is either 
not availab'.e or is inappropriate, the cost can be included in a project loan 
or credit, or can be met by a.technical assistance or engin~ering loan or 
rn.:dit exclusively for that purpose. In ~!:c :auer case, if the project covered 
hy the study is subsequently financed by the Bank ·or IDA, any balance 
outstanding on the technic::l assistance or enginer ring loan or credit may 
hc i11curpora1cd in the new project loan or credit. k. ·ce:-itly, the Bank has 
madc scveral lu:1ns for preinvestmenl and technical assistance activities. 

As of December 31, 1973, the Bank had financed on a grunt basis 48 
studies, ullocating for this purpose $15.3 million. Most of these grants 
were for sector and feasibility studies, but several have financed assis­
tance to strengthen particular government institutions or organizations 
that have an essential role in development. Forty-five of these grant-fi­
nanced studies had been completed by that date. 

UNDP Studies with Bank as Executing Agency 

The UNDP finances the foreign exchange costs of preinvestment stud­
ies on a grant basis, but usually does not itself carry them out. Instead, it 
mnkes use of the United Nations and the specialized agencies to adminis­
ter studies for which it provides financing. A request that the Bank serve 
as Executing Agency may originate with the UNDP or with the country 
applying for UNDP assistance. Normally, the Bank's willingness to serve 
as Executing Agency depends upon the role it thinks it could usefully play 
in the country concerned and upon the availability within the Bank of the 
knowledge and technical competence reqc : ·~ rl !:. organization an 'J super­
vision of the study. When the Bank does serve as Executing Agency, it 
helps to draw up the Project Documents for the sludy, negotiates the 
terms of reference with the government and the UN DP, employs the 
consultants, supervises the field work, and reviews the consultants' re­
port. 

The Bnnk first served as Executing Agency in 1959 f'or 11 study of' the 
power sector in Argentina. Through December 1973, it had been Execu1-
111g Agency f'or 154 UN DP studies for which the UNDP had 111loc111cd 
$110 million. Eighty-seven of these studies hud been cnmplc tccl by the 
en ti of 197 3. or the B:m k-cxccu ICU studies, 69 had led directly (0 Bunk 
loans or IDA credi ts 11>1aling S 1,920.9 million , priinnrily fur rund and 
power pmkc ts. These and other Bank-executed UNDP studies hnvc con-
1111>1111.:d i1uli1 i.! rl ly tu an additional S l ,'111.7 million of lonns 111HI credits. In 
:111111 111 111, "tudi\'S cxccutccl hy other spccializc<l ugcncies-FAO, WllO, 
I l n l·~rn. :111d 1hc UN-have led directly to Ban!< louns and IDA credits of 
':.>41 I .c) 1111ll iu11 . 

~~ . 
As a result of an extensive review of its operations .• UN DP began, \n 

1972 to base its assistance on three- to five-year programs, devcl?ped by 
' f t' I' ·ng UNDP resources expected to be ava1\11blc to each country, or u 1 1z1 . . , • 1 .. . 

that country during the programming penod. While the new proccl lll\ s 
have involved considerable change in. worki.ng arrangements, tl.1c. B•.":k 
has continued to coordinate its operations with UN~P .and has allJ~stc~~ 
its own methods to the new structure. The reorganizauon of the ~.ank s 
operational departments along regio~al lines since 1973 has fac1\.1Luted 
closer contact between the two agencies, both at headquarters and tn the 

field. 
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ECONOMIC STUDIES, RESEARCH, 
AND PUBLIC INFORMATION 

A major part of the Dan k's economic work is performed, on a con tinu­
ing ha!:ls, in connection with the country and sector economic reports 
which form the background for the Bank's lending policies. 

These reports give an analysis of the structure of a country's economy 
and its development objectives, and of the mobilization and allocation of 
domestic and external resources and their effective use in attaining those 
ohjcclivcs. Within that context, special emphasis is placed on population, 
employment and manpower training, and such matters of special concern 
as lhr environment, regional economic imbalances, income disparities, 
health, 11111ritio11, uml housing. 

Co11111ry A ualy.1·i.1· 

To facilita te country analysis and the preparation of up-to-date histori­
cal and projected national aggregates und balance-of-paymen ls data, the 
Bank's system of country economic data and projections is improved con­
tinuously. This system includes national accounts data; socioeconomic 
data indicators; commodity (production, export, import, and price) infor­
mation; and general capit:il now and debt statistics. This informatio:1 
makes possible a consistent intercountry comparison, and provides a 
"glob:il rramework" of projections which will enable the World Dunk bet­
ter to program its financial resources. to anticipate overall growth patterns. 
:ind to make projections of total exports of major commodities and the 
111-c ly levels of world trude und external financial resources for each coun-
11 y, 

Thl: Bank reviews the economic.: condi tion of a country annually, binn-
1111ally or trinnnually, depending on an internal systerr. of country 
dassilication. Normally, a country, in which the Bank hus significant 
IJperations and in which the economy is undergoing rapid change, is 
reviewed more frequently thun countries in which the 011nk's lending 
program is sm~1llcr. The Dank has recentl y begun a program of publication 
or selected economic reports. which arc available to the generul public. 

l<e11oni11>: 11/" ll1Cll'btr•tl1w.u and Capital Flows 
To assist countries in their ctebl m:1n11gcmcnt and to monitor rcqtiirc­

mcntc; and rns1s ol' external finance. the Bnnk collects inf'ormution on cx­
lcrn:i l debt and lending. I\ teponing system, based on data from cJcb1or 
c1.rn ntrics whkh hnve rcc<' ivcd Bank louns or IDA credits, has been in 
Ofh:r:t ticm since 195: . A system. bused on data from creditor coun tries 
which ;ire mcmh1; rs of' the Expanded Reporting System on Ex ternal 
I.ending opt.:ralc •I jointly hy lhc Bank and the OECD, wns innugurntcd in 
1%7. J\ddi1io11 d ck111cn1-; or the reporting system arc in the plnnning 
sr:w.i..: ;1111 l 1cl lie 111 s11p1>liers' crctlits anti burrowing by developing coun­
t111."• in 111 · F11 ro -n11rc11l'.y markt.: t. 

Tli "' w1 rldw1dc 1 cpnrtin~ system provides the basis for projecting ser­
vice p,l\' 111·111·; 1•11 1.•\tcrn11I dcht for use by the nnnk in uppraising c.:rcdit-
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' . . 
worthiness for future lending, und nlso supplies data for analyzing prob­
lems of indebtedness on a global scale. An extensive network of interna­
tional cooperative arrangements for an exchange ofinformt11 ion about ex­
ternal finance and debt is maintained by the Bank with individual govc111· 
men ts intergovernmental groups, the Asian, African and Inter-Allll:ri<"a11 
Devel~pment Banks, the In ternational Monetnry Fund, and the OECI>. 

Much of this information is, of course, confidential, but a statistical 
compilation, culled World Debt Tables, showing debt outstanding and pa~t 
transactions by country and future service projections by :irea, is 
published annually. 

The Bank also collects data on foreign and international bonds and 
equities in major capital markets. This system, which goes bac.:k to 1946, is 
a supplementary source of information on the fu111k·cl di..:h l uf llank 1111.: 111· 
ber countries. It is also used by the OECU for its s111dics orl'apilal 111arkl:ts. 

Commodities Studies 
Trends in the production, consumption and prices or primary com­

modities-agrieultural products and minerals-have a mujo_r innucncc on 
the prospects of most of the Bank's developing member countries. ~hi..: 
commodity situation and outlook for about 40 primary products which 
figure prominently in th~~ exports of developing countri~s is, t~e.reforc, 
continuously reviewed by the Bank as a guide both to lending policies and · 
to assessments of prospects, problems and creditworthiness of borrowint~ 
countries. 

The Bank can play an important role by helping developing coun tri..:s to 
diversify their economics and take advantage of the cconomk llppor­
tunities open to them. The heavy dependence on exports of primary prnd­
ucts with poor market prospects presents a partic.:uturly dinic.:ull prohlc111 
for the smnllcr and poorer coun tries wit.h limited domestic markets. The 
Dank, therefore, in its lending and technical assistance programs generally 
emphasizes measures to: 

I. limit Bunk financir.g of new production of primary products facing 
inelast ic demand to countries with few exports alterna1ives, in order 
to minimize adverse price effects on other exporting countries; 

2. expand ussistunce to the "least developed" count ries in evaluating 
comparnlivc advantage and l'ormuluting indus trialization policies; 

3. cxpund assistuncc !'or research in agricultural production. marketing 
and cntl-uses; 

4. inc.:reusc support for economic integrntion and trade among dcvdop­
ing countries; 

5. devote greutcr atten tion to export policies in country crnnonrn: work 
und 10 export potential in project nnalysis. 

Recent analytical work on commodities has hci..:11 i1w n·. 1o; i111~ly atl 
dressed to cxumining i:;sues or investment policy. Studic..; h:i v1· 11!-.111. 101 
example. with the world markets for ten. cocoa. palm oil. :i11d hn:I. a 11 tl th~ 
outlook for Dunk lending for those commodities. 
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• In view ol' the world energy situation, Bank work on commotllties in­
dudus 11 signlficunt effort in petroleum murket analysis. Severa l papers 
ltavc deal! with the implications of' increased petroleum prices. The world 
l'uoll ancl fertilizer si tuation is also being kept under constant review. 
Uthcr recently published papers have been concerned with the tropical 
hardwood truclc in the Asia-Pacific region, the international market l'or 
iron ore, and with the world demand for jute. 

/:'r"111nnic R 1•sc•ard1 

'l'hL' Bank's program of economic research reflects its concern with a 
wide vari1.:1y or economic and soc ial problems. The program u ;sists gene ml 
ro11111ry economic analysis and project und sector unulysis by providing 
thi: 111.·cc..;-;:iry l':tctual and conceptual basis and analytical techniques. It 
also helps tu i111prove understunding of basic development issues and pro­
ccsscs in a systematic way. Increasingly, the research is being conducted 
in collaboration with national research institutes in member countries so 
as to promote the exchange of ideas and experience, and to concentrate 
the effc,rt on the most important issues. 

The program at present consists of over 80 studies, covering a wide 
range of subjects. The latter include economic planning, income distribu­
tion, agriculture and rural development. internat ional trade, industry, 
education, labor and unemployment, urbanization, regional development, 
transportation. and public utilities. 

The program seeks 10 meet the priority needs for research in each of 
th1.:sc areas. Special emphasis is being given to income distribution, 
c111ployment, rural deve lopment, urbanization, and regional development. 
Several studies have been initiated recently in these ureas and more arc 
hcing prepared. They arc designed lo assist policy formulation and opera­
tions in a number of w:iys. They generate and interpret basic data, ex­
amine the impact or policy instruments in both general and parti· . 
cqailibrium scuings, evaluate programs and projects in member .uun­
tries. and suggest techniques of incorporating objectives othc· than eco­
nomic growth in designing the Oun k's operations. 

Thl! program includes a significant amount or reseurch on trade and in­
du~t rial policies, and on economic planning in developing countries. Stud­
ies nrc being mnde of nhern:ilivc incentive systems (such as ta rills, quotas 
nntl credit prcl'crem:csJ. industrial capacity u1ili:1,ation ancl industria l phin· 
ning. Several studies arc being contluctcd on educational policy. The sub· 
jl! L'I~ include lhc interaction ol' educational policies with labor markets, 
method.; ol' eduL·a1io1rnl financing and design of rural education projects. 

Thc studies hl!gun earlier on ll il,\hway-design standards nnd capital­
lalH11 s11hs1i111111rn in rnad con-;truction and civil works arc continuing. 
I hey .ire i11tL'11dcd 10 p111vidc primary data of basic importuncc 10 the 
111.111111111~ ol' hii:hwa••:, and l'ivti wort<<;, and huvc nttractcd grcut interest in 
:i 1111111h1•1 of"" 111hcr n11111trks. Further extensions or thcst: studies arc 
111·1111•. l'1111 •.1•!v1nl. 
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I ndividuul studies in the rcscurch program nrc described in a pUblicu· 
l ion en titled World Bank Gro11p /frseard1 Program, which first appeared in 
September 1972 and is issued annually. . . 

Considerable attention has been given to making the results ol the 
Bunk's research more widely known. An international meeting or Dire'· 
tors of Development Research and Training Institutes was sponsored hy 
the Birnk and the Organization for Economic Co-operation and Develop· 
menl, in September 1972, in Belgrade to establish con tacts and promote 
collaboration. The Bank l1as established n program for the regular ex· 
change of research documents with development res :irch centers. 

PUBLIC INFORMATION 

Disseminating information regarding intcrn:i1io11al crn1111111i1.: d1.:vl!l1111· 
ment and the World Bank's role in this cllurt, is lht.: 1e-;ponsihility ol' the 
Department of Information and Public Alfnirs. O~c al' its main ~·unt.:tions 
is to explain Bunk activities and clarify Bunk policy to the public. 111Hl to 
provide a link to the press, academic communit ies, and prol'essionnl and 
business circles in the Bank's member countries. • 

Publications Program 
The Department supervises the publication and distribution of those . 

Bank studies and papers which arc made available to the public. Many of 
the Bank's studies are published as "Staff Working Papers.'' Selected 
monographs arc published by The Johns Hopkins Press for the Oank as 
"World Bank Staff Occasional Papers.'' Studies nnd pub lications arc listl·d 
in the World /Jank Callllog which is published nnnually. 

In formation m terial of a more general nature incl1•des such s111tistic:1I 
publications as the Worlcl Bank Atlas and Trends in Dl'1'. 1oping Co11nt~ies, :1s 
well as booklets on the impact and volume of Worlo 13ank lending 111 
various parts of the world. 

Special mention should be made of the World Bank Am111al Rl'port which 
gives an account of the Bank's activities on n glob~I basis during e:1ch fis­
cal year, highlighting major achievements a~d poltcy trends, ond mclud· 
ing statistical sections ond the Bank's finnncinl statements. 

A 11diovist1al 
The World nank maintains (tn extensive library of photographs on 11 

wide rnnge of projects which have been assisted by the Dank in its mem­

ber countries. 
A v:1riety of radio lupes arc supplied by the Bank t~ broad.cnstin1• sta· 

lions throughout member countries. I nclu<.Jcd arc spcc1:11ly t111lored typcs 
of brief broadcasts produced 10 fit into estublished local progrnm formats. 
The nnnk 11lso pnrlicipUlCS in cooperntive television broadcasts f'rom ti1111.: 

to time. 
More recently the Dunk hns stnrtc<l the production 111' .•;lull' show~ i111d 

motion pictures. A short motion picture, l>1•1•1•!111mu•m '' / 11·1111'1·, il lus11 ate<; 
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in brief exprdsivc scenes the im ortan f . process. P ce 0 people in the development 

ii Plo~m· upon the Land, a color docume . . 
tiun in Western Africa, depicts the rava ent.iry_ produc~d m I ~73 on loca-
t::1se inflicts upon the citizens of g s .wh1c.h the river blindness dis. 
The film was made in cooperati~~v:~t~a~~~1 ~~~eF~~t~ Ri ver Basin. 
efforts to provide international fina . I in support of nc1a reso.• rces for a twe t 
progran~ lo control and eventually eradicate h ,. , . n y-y.ear 
(st'<' pagl! 16). t e o1sease from the reg.ion 

Requests for information or inquiries re d' . . . 
releases publications d' gar mg the availability of press 
lkpan;1·1cnt of lnfor~~ti~on t~ne~, ;nbdl'filmAsffis~ould be addressed to the 
St N • u 1c airs World Bank 1818 H 

reel, .W., Washington DC 20433 USA ' . . ' 
dressed to the Uank's Paris' Offlc~ 66 a~e d!l~qumes may a_lso be ad· 
and to the Tokyo Offict. Kokus'. B "ld~ue ena, 75116 Pa~1s, France; 
Chiyoda-ku, Tokyo 100, iapan. a1 u1 ing, 1-1 Marunouch1 3-chome, 
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ECONOMIC DEYEt.OPMENT INSTITUTE 

The Economic Development Institute (EDI) was cstae!ishetl by the 
Dank in 1955 with some initial financial support rrom the Ford anti 
Rockefeller Foundations. The lnstitute's aim is to improve the CJUality ol' 
economic management in developing countries by providing training l'or 
ollicials concerned with development programs and projects. The courses 
ure designed to give the participants a working knowledge of techniques 
of development programming and project analysis that may be useful in 
bundling the particular problems which confront them in their work. The 
curriculum aims at combining sound technique and practical considera· 
tions. The close link between the Institute und the World Bank nrovidcs 
the essential foundation in expt!riencc re(\uirecl for such an approach. 

Courses QO~red 
In the first six years, the Institute offered an annual General lkwiop· 

ment Course of six months' duration dealing with progrnms and polil:ics 
related to economic development. In 1962~ a version of this wursc was 
also offered in French. To meet the growing need for trnir;ting in projl.!c.:t 
analysis, two general project evaluation courses covering several ccono111· 
ic sectors were introduced in l 963, in English and in Spanish. The gradual 
increase ir. the number or Institute courses in the 1960s permitted the 
more intensive treatment of project analysis by courses focusing on in-' 
dividual sectors. The Institute is currently giving courses in agricultun: 
and rura! development; industry, agro-industry and development hank· 
ing; education; urbunizalion, water supply and trunsportation. 

Genernl project analysis courses arc given principally overseas, whctc 
they arc appropriate as an introduction lo project work for ollh:ia ls dea\i111•. 
with more than one sec tor. The Institu te is also i1H:rcasing the numl>c1 uf' 
its courses given in French and Spanish, nnd expects to have the l :tpacity 
to give all of its courses in these languages in due course. 

The number ur courses given annually al the lnstitutc's he ·dquarters 
has steadily increased from one in I 956 to I 0 in I 973 uml is expected 
shortly 10 rench n mnximum of I 2. The Institute has also cmhurkell upon 
:111 cxp11nsion or i1s course programs give n overseas in association with 
regional and national training institutions. 

01wrsN1s Activities 
Overseas courses started in the 1 %Os on un ml /we b11sis nt the rnte of 

one or two n yeur. They nre currcn tly proceeding nl the rute or 18 11 )1car 
with the proSpCCt of Si~nlficanl increases in the future under II dt!libcral e 
progrnm or expansion. Overseas re~ional courses :ire ·01Hluctctl for 
ollicials l'rom countries sharing 11 common linv.u istlc or geographic hack· 
ground, nnd 11rc cosponsored by rc1\io11al ur subrl.!1~io11a l i11s1i1utio11s i11 
Latin Amcrk:1, Africn. Asia, und the Middle F.asl. Na111111al rn111 .. c 
programs nrc ulso undcrlukcn in coopcration with 1\ov1·1111111·111' 11r 1111· 
tional training ins1itutions , usually in the larger mc111IH' t 1· 11111111ic~: 111 the 
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Swt11•11ts anti Stt!O. 

The 25 participants in each course are selected from a much larger 
number or candidates nominated by governments or public agencies in 
the developing member countries of the Bank. In selecting participants, 
weight is given Lo the candidate's experience in matters related to the 
course, his present position, his ability to profit from his work at the In· 
stitute, and his prospects for making a significant contribution to the 
th.:vl!lopment or his country. By December 31, 1973, 1,841 officials from 
112 countries and dependent territories and 13 in ternational organiza. 
tions had participated in courses given al EDI. 

/\t pn.:sl!llt the Institute has a full-time teaching staff of 16 members. 
/\dditional kcturcrs arc nppointed each year for periods up to six months 
to assist the regular staff in conducting some of the courses. The Institute 
also has in residence visiting lecturers selected because of their ou tstand· 
ing contributions to the field of economic development. Staff members of 
the 13ank nnd the l ntcrnnlionul Finance Corporation, including econo· 
mists, engineers, luwyers, financial analysts, commodity experts, and 
country specialists, frequently conduct sessions when their special 
knowledge and experience are applicable. ::::pecialists from other interna­
tional organi7.ations, government agencies, universities, and private con· 
ccrns arc often invited to lead sessions related to their fields. 

The courses of' the Institute emphasize discussion and the exchange of' 
experience to supplement the lectures given by staff members und others. 
C 'a!'ll! studies, special exercises and group problem-solving arc features of 
1 he 1.:ou rses. 

U/lmri<•s 

With linanciul help from the Rockefeller foundation, the Institute un· 
dcrtook, in the early I 9f."<;, a project or providing u limitccl number of 
small librurics on econom1~ development in English an<l French to coun­
tril!s where materials on economic development were not uvuilnblc. With 
tcchnic :d assistance from the Centro de Estudios Monctnrios 
Latinoarncricunos (CEML/\) nnd with financial participation from the ln­
lcr-/\mcricun Development 13nnk, the Institute hus also distributed Ii· 
hraries in Spnnish and Portuguese. The Institute continues to !lend :>ut nn­
nually small Sl1pplcrnen 1s to assis t in keeping the basic libraries up to dale. 

/:'/)/ 1'11hlica1i1111.\' and 'frachlng Materials 

In Its early years, 1hc EOI producl!d work related to Onnk policy, no 
d1111h t filling 11 need at n ti111 c when the research nnd policy work of the 
llank wa.; ks.; :11lcq11atl!ly stalfcu llllcl orgnnizcll than ii is todny. In the 
I 11/0s, it wa.; tl't:o1~111i' l!d that thl! main orientation of EDI research and 
p11hl1l'.ati1111 .;h1111ld li1: 11cl!l'or1h hi.! upon the matcrinl required for its own 
tt·:ir lc i111'. Tl11..; pnlky wa-; adopted l'ormnlly in 1972, 11ncl hos resulted in the 
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International Finance Corporation 

The International Finance Corpo1ation (lFC) was established in 1956 as 
an allilia te or the World Bank, to assist less-developed member countries 
in rurthcrin~ thei r economic development by encouraging the growth of 
prmlu<.: tivc pri vate enterprise. IFC's activities supplement those of the 
World llank. IFC has its own subscribed capital, amounting to approxi­
matl!ly $ I 07 111illion. and is empowered to borrow funds from other 
sour<.:l!s, including the Bank. 

I FC's aim is to further economic development by encouraging the 
growth or productive pri va te enterprise in developing member countries. 
It provides equity und loan capital for private enterprises in association 
with private investors ~ind management, encournges the development of 
local capitul markets, and stimulates the international Oow of private 
capital. In particular, it supports joint ventures which provide oppor­
tunities to combine domestic knowledge of market and other conditions 
with the technical und managerial experience availuble in the in­
dustriulized nutions. 

MEMBERSHIP AND ORGANIZATION 

MEMBERSHIP AND VOTING RIGHTS 

The Artic les of Agreement of the International Finance Corporation 
arc puttcrncd on those of the Uank. Countries that arc members of the 
Bank ire eligib le for membership in the Corporation. Voting rights in IFC 
arc re lated to member mun tries' cap ital subscriptions in the Corporntion, 
and with certain excep tions all matters before the Corporation arc decided 
by a majori ty of votes cas t. Each mcmher has 250 votes, plus one for each 
St ,00'.> or capitul stock subscribed. By June 30, 1973, IFC had 98 mem­
bers. Details of members' subscriptions and voting power arc given on 
pugc 79. 

A government rnay withdraw rrorn the IF'C at any time, or it mny be 
suspctHk<I ii' it foils 10 rulfill any or the obligations or memhcrship. If II 
govcrn1111.:11 1 hclonldnt: to lf:C ccuses to be a member or the Unnk , or if its 
111c111bcrship in the Bank is !iUSpcndcd, its membership in IFC i!i nuto-
111atil:ally 1cr111i11atcd ~1r suspended as well. If a government ceases lo be a 
111c111hcr. it t\.'ll1ains liahlc for all amounts due from it to the Corporation . 
1'11c ('11q101ati1111 will :irrangl! to repurchase the c11pi tal stock of a govc1n· 

1111.: 11 1 1l· l111q11i .;h it11'. 111l!mhcrship, as part of the settlcml!rll of accounts 
Wtlh lli ;tl l'.11 \ll! rtl llll!lll. 
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INTERNATIONAL flNANCE CORPORATION 
Statement or Subscriptions to Capital Stock and Voting Power 
Ju11e 30, 1973 

a..... 'm•• Ill~"' t ttttte 
t•U~k M fll .. 

A11han6tln . • • • . • S 
Ar1ut,.1 ..• •.. •• .•• •• •• 
/,v\ttl~I ••• • • • · • • · • · · · ., 
l.v\1111 ••• •• ••••••••••• 
Btlf'um •••••.•. • .••.•.. 
&!ma ••.•• • • •. .••••• • •. 
Bunt ...... .... ..... . . 
Burma • ••• ...••. •••••• •• 
C1nad1 . • • • . • . . • .•. ..•• 
Chi!« •• ••. ..... .• , •••..• 
t~ • ., ... . ...... . .. . ... . 
C41ombii ..... .. ........ . 
C01t11bu . . . . , , •• , •• , ••• 
Crp1111 ., ... .......... . 
Oenm"~ ......... . .... . 
Oomonlun R1publ1t .•••• • •• 
£c111do<. .... . • • 
I mt. Aub Rtpubli< cA • 
(IS1lvadoc •••• 
llh>0p11.. . • • • . • • • 
l1nl1nd ..•.• 
ff j "(t .•••.•• • ••••• 

G1bo<I • • • • • , 
Gc1m1nr ••• • ••• • •• 
GftMU 

Gitt<< 
C.lttmlll .•. •• 
C111a1u ••• •• ••••• 
111~1 

HOl\dvm 
k tl.l•d 

tndoot~• 

"'" lt'4 
hrllod 
11m l 
11111 
l.ory~ll 
J1m1i<1 
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As intlit:atetl c:1rlicr, the Bank, IDA and. IFC have essentially identical 
ori:anii'alional structures for policy formulation and executive supervi­
sion. The arrangements relating lo the Boards of Governors, Executive 
Directors, the President antl Chairman of the Directors, described on 
pai;es 18-20, apply lo I FC. The President of the World Bank is Chairman 
of' the Board of Directors of lFC. IFC has had four Presiden ts. Mr. Robert 
S. McNamara became PresidenLof IFC, as of the Bank and IDA, on April 
I , 1%X. 

MANAGEMENT 

T iu.: Execu ti ve Vice President of I FC is the deputy of the President and 
1:011ducls the day-to-day affairs of the Corporation. In the President's ab­
sence, he :u.:ts :is senior ~xecu tive and presides at meetings of the Board. 
The Vice Prcsitlenl is r\ Jonsible for internal administration. In the ab­
sence of the President anu Executive Vice President, the Vice President 
acts as senior executive of the Corporation and presides at meetings of the 
Board. Mr. William S. Gaud was appointed Executive Vice President of 
IFC in October 1969. Mr. Ladislaus von Halfmann was appointed Vice 
PresidentoflFC in July 1970. 

The Corporation h:1s Special Representatives in Europe, the Far East 
and Indonesia. The Executive Vice President is assisted by Special Ad­
visers. 

As of June 30, 1973, IFC's stalf numbered 186, representing nationals 
of' Y> mun tries. 

INTERNATIONAL ADVISORY PANEL 

The Corporation's activities and policies arc reviewed periodically by an 
international panel of investment bankers. 

Al December 31, 1973, members of the panel were: J.R.M. van den 
Brink, Managing Director, Amsterdam-Rotterdam Dank, N.V., Amster­
dum; Jacques de Fouchier, Bunque clc Paris et des Pays-Bas, S.A .• Puris; 
Dr. Wilfrictl Guth, Munaging Director, Deutsche Bonk, A .G., Frankfurt; 
Sohei Nakayama, The Industrial Bank of Japan, L td., Tokyo; Sir Eric Roll, 
K.C.M.G .• C.D .. Deputy Chairm ~in. S.G. Warburg & Co .. Ltd .. London: and 
Robert V. Roosa, Urown Brothers Harr iman & Co., New York. 

ORGANIZATION 

The Corporation is organi1.ed into eight departments: four (the Depurt­
rncnts of Investments) operating on a geographical bnsis and fou r (the 
Cupital Markets, Finance and M anugcmcnl, Lcgul, nnd Engineering 
lkpartments) on functional lines. These ctepnrtmcnls work in close coor­
din:11ion with the Hank and IDA whenever llnnk louns or ID/\ credits arc 
111 v11lvcd. There arc :llso three omces in IrC: Economic Adviser, lnvcst­
n11: 11t Prnn101i1111 :111 <1 Ponl'olio Supervision. Two special units in the Ex­
~·~· ut ivc Vin· 1'11.:si dcnt 's 0 lice urc Business Rclntions und Marketing. In 

.additi1111, th11'l~ 111' the l\;rnk's f'u 1u: 1ion11I tlcpnrtments-Administrntion, 
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Sccrctury's, and Pro~rnmming und Budgeting, as well us the B:inkls Euro­
pean Office- also serve ire (seC' pa:;es 20 and 2 I). 

/m1L1st 11w11 t Cu111111 i llc•c• 
The membership of the Investment Commiuee inc'ludcs the Ex1.:1:utivc 

Vice President (chairman), the Vice President,· the General Counsd, til t: 
Director of Engineering, the Senior Investment Department Director, the 
Economic Adviser. and the Di rector of Finance and Management. The 
Director of the Bank's Development Finance Companies Department 
bccor.ies a member of the Commillee when IFC investments in develop­
ment finance companies are considered. 

f)epartments and Offices 
The four DC'partments of /11ves1111e111s have rcsp1)11sihility I'm the Corpora­

tion's investment operations in its member countrit!S. They c1H.:0111pass 
the following geographical areas: Africa and the Mil.II.lie East; Asia; 
Central America, Mexico and Europe; Latin America. 

The Departments of Investments determine and develop investment 
opporlunities; preselect investment proposals and recommend the prin ­
cipal directions for inve~tmcnt elfons; evaluate investment proposals and 
make recommendations as to their su itabili ty; conduct ncgo1iations; pres­
en t investment proposals Lu the Board and take or coordinate other ac­
tions to complete approved investments. 

The Capital Markets Departm£111t serves ns a focal point in both I FC and 
the Bank for work on the development or capitol markets in developing 
countries. This Depnrtmen t assists govern men ts and private parties in l ht! 
establishment and operation of sound institutions Lo channe l private sav­
ings in to productive private investments. lt also provides technica l assis­
tance and policy advice to member governments to help them improve or 
create sound institulional anti policy rrameworks lo cncournge the growth 
of 1pilnl markets. 

·1 he Fi11t111n1 anti Ma11a~eme111 De(lart1m!11t provides I FC manugemen l 
with integrntcd finunciul management support (Treasurer und Controller 
runctions); serves as the planning and budgeting coortlinator for the Cor­
poration; nnd is the central point of liaison with the Dunk support depart­
ments and provides 1r.c m:.rnagemcn t direction to these tlepartments. It 
includes lhc OJ]ire of l'ortfol io St1JJL'f'l'isill11 (PSO), which assists I FC's In­
vestmen t Dcpnrtments in usscssing the financial stutus und the fiscal 
management cupabilities of companies in which lfC may invest. In mldi­
tion, PSO helps cvnluatc IFC investments by dcvelopini; and opern ting a 
system for the recording and ana lysis of linanciul dnla received from 
client firms. Such datu is co1np11rcd with the assumptions nnd projections 
used in the Corporation 's apprais11l nr.d investment del'isions. PSO ;1lso 
conuucts on-site linnncial reviews of ongoing and complctt.:d pr o.kcts. 

The LC'~al Dc•1u11·1111<'llt advises the Corporation on legnl q11t.:s1i1111s 1i.:l:it­
lng to the organi1.ation, structure , atlministrution, policies, and 11pt.:rnlit111s 
of the Corporation. It prepares or reviews documents whil:h 1·1l·:i tc, tll!lim:, 
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111odil'y, or limit the legal rights or obligations of the Corporation, includ· 
i111: 1hose rcl:11ing to investment operntions and the issuance or sale of 
s1:rnritics. It also. in consultation with the Secretary's Department, pre· 
pa res or reviews documents relating to corporate meetings or actions; und 
ii furn ishes or arranges for counsel to represent the Corporation in any 
lt:gal proceedings in wh ich it muy be inteiCstcd. 

The E11Ki11el'ri11g Department assists the Departments oflnvestments of 
Ilic Corpora tion in the appraisal and supervision of investment inquiries 
and applications submitted to JFC. It recommends contractual arrange· 
111l·11 ts llc..:signcd to assure succe.>sful construction and operation of proj· 
cl· ls; l'ollows up on progress o; ongoing and completed projects; advises 
Oil sc..:lel:tion of consultant and contractor services to borrowers; and ad· 
vises Oil the organizational, managerial, marketing, engineering, and en­
vironmentnl aspects of projects. 

The OJ}ice ofrlw £co11omic Adviser advises corporate management on the 
general economic policies of the Corporation. The Economic Adviser :11i tl 
his staff assist the Investment Departments in assessing the economic im­
puct of paten tial I FC investments on the econor-.y of the country in 
which the project will be located. 

The 01.Jir<' uf lm•c>s1111e111 Promotion wus established to strengthen I FC's 
capacity to develop new inves tment opportunities in its developing mem­
ber coun tries. The Office generates and assists in the preparation of in· 
vestment proposals, and then turns them over to the appropqate lnvest­
rncnt Department for runher consideration. It is also responsib le for hclp-
1111-. deve lop and carry out IFC information activities in its areas of opera­
'"' '' · and for developing and maintaining information on private en­
tc1 prise developments und organizations. 

1'111! /J11si11C'ss R<'lmim1.\· Unit w:1s created in u rcl:lled innovation. It hus 
the spcdfic function and responsibil it y or maintaining the Cor11oration's 
relations with. :ind provicling informution on IFC to. the governments antl 
linancc and business communities in the Corporation's member coun­
tries. 

INVESTMEN'P POLICIES AND RESOURCES 
The l nlernutional Finance Corporution Is unique in tha~ it i~ l~ 1! only 

intergovernmental orgnniwtion with the .sole purp~se ol ass1st.1~g, .tl\I' 
economies of develo11ing countries by making sound investments m. ·~"ti 
otherwise supporting, their private enterprise sectors. Exc.ept for the.: Cot · 
poration 's basic criterion that its activi·.ies further economic devclopmc11 t, 
ils operations are similar to those of an in~er.national ir~vestment ban~. 

As demand for the expansion of the pnvate sector 111 the developing 
countries has grown, IFC's investments hav~ becor:i~ .both larger and 
more varied, and have been made with increasing nex1b1lrty to meet vary­
ing condi tions in these countries ond the unique nuture of each develo~­
ment investment. Two major changes have been made 111 the Coq.10~.1 · 
tion's Articles of Agreement, both dcsil•.ncll 'to give it l!.r\.'.ater Sl'11pe 111 its 

in vest men ts. . · 
The first of these involved the kind of investments IFC.: 1.:ould m:.1kc. 
During its first few years, IFC was empowered o~ ly .to lend w pr~~atc 

enterprise in developing countries, no~ to ~111.ke ~qu1ty 1.n,·11stm~nt~. I .ha~ 
is. during this five-year period, the chief d1s~mcuon be.wel;o 13.1.n~ lo.in -; 
and IFC investments was that lhe Corporatton. could lend to priv.~te en." 
tcrprise without governmen~ guarantee, while . t~le Dank r~.qu irec.I ·' 
government guarantee when 11 made~ loa~ to priv.ll~ ~nt~ •. 1m~c .. , . ·-

1 rC w:!S permitted to include quus1-equll y fe~tures .111 '.ls lo,tn .'lg..rcl! 
men ts. It did so in various wuys. for example, by investing 111debl1nst'.ll· 
men ls that,, ·1en sold to private investors, \!ould be convened to 1.·ap 11:1I 

shares. 
n:c, in J 961, sough t und obtained un amendmenl to its /\1 til'lcs 11 1' 

A{:.recmcnt making it possible to invest in equity. 

fllVC'SflllC'lllS ill £q11il,V 

This 1.:hange opened up new areas of 01\portunity which the: .corp~ra­
tion began quickly to exploit. I FC's usual investment now con.s~st~ 01

1 
~'.n. 

equity invcs1ment together with a long-term loan . Uy lh\! end ot hsc.11 > ~·" 
1973. approximately one·qunrter or investments held by the Corpor:1t1on 

were in cqui1y. . . . . r r 
The power to invest in equities made it possible to ~1mpl~ly ~he orm o 

tr-C's investments, racilitatccl negotiations, and made 11 easier I : ~Cor­
pora I ion to lind participants and to sell from its portfolio. F~1rt hc..:r. l l ·C '~'.'~ 
cnahled lo underwrite s11 lcs or shares by new or cxpnndrng compnmcs. 
F . lly I FC nlso gained the opportunity tn participate a<; a shareh11lder In 

1~~:;: d~vclopmcnl finance comranics- i1, titutions whil:h. can prov1tk 
· I· ih~ ' r own ··ountries c·1rr) ·iut 111Hlcrwrit111~s. prn111l1tc venturi! capita Ill c1 -. · • • . . 

new enterprises, and cx tentl ussistanl·c to h\l·al c ntreprc n~ t1rs· "' prcpar1111'. 
· ·· 19( 1 t l~C hus invested in 2s ckvc!op1m:111 t111.111l'\! l11111 prClj\!CtS . .'> tnCe I • • • . . 
· · 20 '')llrltrics ·is well us in a rcgiu11al 1nst111111n11 1i1w 1at1111•. \)lll\l\!S 111 i;, , • • · • • • • . \I' .. 

throughout Latin America un<l a n.:1•11inal 111st1tu11on 11pl·1.1t1111. 1n / m.1. 
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In audition to supplying share capital, IFC helps these institutions to 
obtain purticipation in their share cupital by private foreign investors. 

Thl! ability to hold equity hac; also enabled I FC to attain other objectives 
1110rc clfoctively. As a shareholder in a development finance company the 
Corporation is in a position to play an influential advisory role nnd thus 
assist in the spread of sound financing practices. lFC's authority to take 
part in underwriting operations lays the busis for development of local 
capital markets, 

/:'11/(lr):ed Smpe 

The scope for IFC's operations was further enlarged by amendments to 
1hc Articles or Agreement of the Bank and the Corporation that took 
ellcct i11 1%5. These amendments made it possible for IFC to borrow 
from the World Oank amounts up lo four times the Corporation's own 
unimpaired subscribed capital and surplus-about $428 million at June 
30, 1973-for use in the Corporacion's lending. 

The Corporation borrowed S297 million from the World Bunk through 
fiscal 1973 under this authority. 

The nvuilability of new resources for use in lending makes it possible 
for the Corpcration ultimately to apply all of its own share capital and 
reserves to equity :nvestments. As of June JO, 1973, share capital and 
reserves amounted to Sl83 million. 

In the past few years. ffC has undertaken a more active role in seeking 
to promote projects which have a reasonable prospect of even tunlly being 
-;11i1:1hle for financing by IFC in accordance with established criteria. This 
c 11:1hks I FC to increase the range of help it can !!!vc in assisting poten­
tially sound private enterprises through studr and planning stages and 
tilt<> thc stage of productive businesses. 

As part of th is more active ro1 ! the Cori.>oration established un Office of 
Investment Promotion in fisc.11 1973 to develop new business oppor­
tunities in selected countries. The Office works closely with other depart­
ments in IFC in developing promotional strategics for individual coun­
tril!s. 

ffC's promotional assistance is flexible in order to meet the many kinds 
of need for such hl!lp encountered in the varying circumstnnces of 
different kinds or projects in countries at various stages of t.levclopmcnt. 

In some cases. tr-C will give financial and tcchnicnl support in the 
prcinve-; trncnt stngc or potential projects. by puying part of the costs or 
feasibility studies and. in gcncrnl. helping to pay the costs of putting 
together nll thc clemen ts of u project, industrinl, technical und financial. 
inl"lucling the search for 1111 nppropriate business sponsor. 

In other cases, IFC will join in the equity of pilot companies, together 
with 011!1: 1 llll'lllhcrs or an investment group interested in backing the 
11111,, pcrtivc f'11ll -'il'alc co111pany. The embryo company would then carry 
11111 1l1c ll lTt:'\·::11y detailed studies and ncgotiutions needed to implement 
(hi.' 1111111'\'l 

Rtl 

INVESTMENT PROCEpURES 
ln common with most investment institutions. lFC looks for certain 

preliminary informution before deciding whether to m~ke u d~taih:d :ip­
pruisal of an investment proposal. This informaLion, which vane~ at:cord-. 
ing to the kind of investment being considered, includes a description ol 
the enterprise concerned, its legal status, financial history, prcscn l a~id 
proposed operations and their environmental effect. the purposes lo~ 
which the financing is required, the outlook for profits, and the amounts 
of financing sought. A manufacturing enterprise would also b~ ex~~ctec.1 
to give information such as an indicalion of the costs and uva1t.ub1hly .or 
ruw mater ials and other i nputs, together with a review of technical assis-

tance and other agree men ts desired. 

/m•estmenr Cri1erla 
IFC uses several guidelines in deciding whether to 11111k1.: a11 i11vcstt11cnt. 

The Corporation invests only in less-developed member cour~trics._ where. 
sufficient private capital is not available on reasonable terms.111 projects ul 
economic priority lo the country concerned, and where the.re '.ire reason­
able prospects of adequate returns. This mc11ns that each proJect sho.ild 
not only be a sound and profitable business, but should bcnc~t the host 
country in some form-such as increusing national income, saving and/or 
earning foreign exchange, and creating employment 

In consit.lering whether lo make un investment, IFC d~:s not choos~ 
between lhc objectives of economic priority and profllab1hl~. R~11hcr, .'t 
makes nn inveslmcnl only where it is convinced thut both oh1cr t1vcs will 
be sutisfied. 1FC docs not pursue profit per se. l>ut as the best av:1il:t!ilc in· 
dicalor that its investments do, in fact. carry out the Corpor:.111011 s 1111· · 
pose of fo<;lcring lhc cstublishment, improvement and expansion in t i~~ 
develoi1ing countries of productive private businesses. Morcover. as JI · ~ 
expects to nttrnct other private ca11ital to the projects i t supports, the prultt 

motive cannot be ignored. . 
The determination of economic priority depends on u number of fac-

tors-whether or nol the projec ted enterprise makes use: or an abundanl 
natural resource: creates employment locnlly; earns foreign exc:ha1.1ge by 
making an exportable product: saves foreign exchan~e by su.bslltut1ng for 
imports: und so forth . While recognizing lhnt new 1ndusmes may need 
! omc initial tnriff protection, IFC seeks assurance thnt they can ~ccome 
competitive. To this end, the Corporation supports fHOp.osal~ th.at involve 
the trnnsrer or technological, m11nugerial 11nt.I other skrll'i 1.or 1ncrcas~11~ 
productivity trom the cconomicillly advam:ed to the dcveh11.llnA countrr.cs. 

One or the generally mosl important criteria of 11 potcntrnll~ sm1nd 111-
vcstmen t for I FC is the availnbility of sponsors - tlnrtners - lor new en­
terprises from nmong companies with proved indu-;trial com111.:1encc will­
ing to invest in 11 joint venture. Experience has s.hown tlrnt s11\'11 :1 p:11·1111:1-
ship. which usuully involves local and forcll~ll 1nvl!s tors. hr 1111·:· 1111•.l.' 1111.:1 
clemen ts that arc. to~ethcr. the best assurnnce or the v1.1hil1ty ol :i 11\!W 
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vl!nl1tn.!. The local investor provides knowledge of nutional and regional 
111ark...:1 conditions und is al home in relations with labor und government. 
'l'hl! foreign partner brings to the association a knowledge of the newer in­
dustrial techniques as well as up-to-dale management and administrative 
practices. 

I FC may provide early financing around which other funds can cluster, 
or it .. . uy make a project possible by providing finance that could not 
othl!rwise he obtained upon reasonable terms. It may even be that known 
willingness by lFC to enter into a proposed investment will result in all 
11c~ded l'unds becoming available without ar actual IFC financial commit-
111cn1. In any of these cases, I FC regards itSelf as performing its ru nction 
as a ~atalysl in mobilizing finance for private ventures in the developing 
coun tril!s. The Corporation views as one of the most meaningful measures 
of its succl!ss the amount of financing from other sources provided to en­
terpri~cs in which it invests. 

While the r.aturc or ownership or projects submitted to IFC varies, in 
the mnin, lhe Corporation makes two stipulutions: first, there should be 
adequate participation by the chief sponsor in the capital of the enterprise, 
so as to ensure that a proper long-term incentive exists: ond second, there 
should be provision for immediate or evcnLUal domestic pnrticipation. 

Since the project is always in one or the developing countries. it is 
unlikely that a fully developed securities market exists. Therefore. IFC 
may j oin in underwriting am1 gements. or it may ngrce to make shares 
availahle locally when Lhe enterprise is established. In both cases, and in 
nthn ways, lf-'C serves a purpose ancillary to the investment itself but 
n ·111r;1lly important to one of IFC's principnl aims-helping 10 develop 
r:111i1al markets. 

Nw1,.:1• of llll'est111C'11t.\· 

The range or I FC's in vestments is steadily broadening. Most of the Cor­
poration's curly commitmcn ts were m:1de to help basic industries of ob­
vious priority lo developing countries, for the manufocturc of iron and 
stel!I. pulp :ind paper. textiles. cement and machinery. 

I n the past few years . IFC has branched out and made investments for 
the nrsi time in the nelds of nickel mining, carbon black and cottonseed 
oil, us well us making two investments Lo assist the development or cnpltal 
markets. 

The Corporation has also expnnded its act ivities gcogrnphicully. In the 
past three years. ii mack commitments in eight countries in which it had 
nut 1Hcviously inves ted: /\fghnnistun, Uolivia, Cyprus, Indonesia, 
Lchanon. Mauritius, Panama. and Zambia. 

IFC co111mi1111c111s :11 c shown hy purpose nnu by region on page 87. 

li-1111\ 11/ /111 ·1•\(///l'llf.'i 

E:1rh I F< · 111 vl·s11nc11t is cxa111i11cd on its merits and in " 'lation 10 local 
la\.' t111· . .;ul'li as thc palh;m of interest rntes nnd the gl.1 ernl financial 
111at11 ii1y 111' 1111· 1'1H1111ry where the invcslnH!n l is proposed. There is no 

tFc•s Co 'lmilmcnts by Purpose 

June 30, l ')73 
(USS millions) 

MANUFACTURING . . ~I I/ .1 
Pulp and paper producls . · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · 

1 
l<..I 

Cemenl .... ... . .. · . · · · · ... ··· ·· ····' ······ ··· ··· ··· .. ·· ····· .. 
Textiles and fibers . . · · ·· ··· ····· •······· · · ··· · · · · · ··· ··· ··· · · · · · · · · · · · · · .. 
Iron and s1ecl ... · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · . . . . 
Motor vehicles nnd accessories .· · ·· ·· · · · · ·· · · · ····· ·· ······· '· · · · · · · · · · · · · · 
Fer1ilizers ... .. · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · . . . . . . 
Chemical and prnochemicnl products. · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · 
Food and fom.I processing · · · · · · · · · · · · · · · · · · · · · · · · · · · · '· · · · · · · · · · · · · · : · · : : · 

7 t.R 
68.6 
c,.1.0 
57.2 
415 
21\ ·I 

KM 
Machinery . .... · · · · · · · · · · · · · · · · · · · · · · · · · · · .. IJ.2 
General munufnc1uring ... . ...... . .... .. ,... . ... ... .. .... . .. .•.•... . •.. . 

OTllER M .I 
U1ili1ics, iourism, prin1ins and publishing . . , . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . K.' .I 

Mining ..... . · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · '· · · · · · · · · · · ·: ·. · · · ·... 1•J II 
D::vclopmcnl finance companies . · · · · · · · · · · · · · · · · · · ' · · · · · · · · · · · · · · · · · · · · · · · 

1
, 0 

Money and capitnl murkels . . . · · · · · · · · · · · · · · · · · · · · · · · · · · · · ' · · · · · · · · · · · · · · · · --· 
. . ....... . ... . . ..... ....... •· . .......... . . ~J:I ~ I 1v1AL ....... . ..• .. .. . .. . ... 

----- --------. 
IFC's Com;ttilmcnts by Rc~ion 
June JO, 1973 
(USS millions) 
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Africn . .. , · · · · · · · · · · · · · '· · ' ... '.. ~ 11 II 
A~in uml 1hc Middle Ea•lt . · · · · · · · · · · · · · '· · · · . . . ' .... ": :::: :::: ~ :::::::::,. . 1 O 
Auslrnlasia .. . . · . · · · · · · · · · · · · · · · ' · · · · · ' · · · · · ' ·' · · · • I.) ~ 'I 

t t , • * 't , , , , , • t o o I I I • ' ' ' f ' ' ' ' ' ' 
1 0 

' ' 

Europe .... · · · · • · · · • ' · · · · · · • · · .\J•I 0 
Western I l c111i~11hcrc . • • · · · · · · • · · • · · · · · · · · · · · · · · • · · · · · · · · · · · · 

.. SK~ ll . I 
TOTAL ....... •• ······· · ·:···· · ······· ···· · ··· · · ' ..... .. ...•. ·~-· ·_· --= 

formula fo r work inc ot1t the terms or an I ~C invesuncnt. :i~d t!H!r~ .i" ;~~ 
r. ·• I· t' nshill between the amount ol loan and of cqu1ly t~nt st> 
11xcu re ,1 10 · 1 •• • .··tent with the re-
. 1 0 trC seeks a pro:;pcctivc ovcf:11l return L 1:111s rn11~1s . . . • . . 

1 v1c.c . . of the business involved nnd with the CorpM:i t11in s nce_c to 
qu1rclmce11:~srunds by s~llin~ its part of' the investment at sumc future t.11nlc. 
rcvo v · · · 1 I · 1 th, currency ol tic 

Shure investments un.: usually (ll!numllln e( 11 1,; 

country conc:crnc<I. · • . • ·1· I hwc 
Reflecting the fact that subscriptions tu the Corpora11on st'.'~,·' · ~ 'us 

t . . I by nil its members in US dollars. m1JSl loans arc cxprC'i'\c '" . 
,ecn p1111 , II for scv ., to twclvl! year.;, though lt111 1·1·1 
dollars I OiltlS arl! 11sua >' · ·1 1 1 
mah·;i·Lic: n r~ occasionall y tlermi11cd. llcpnym.l!lll is c11 -;1n111:11 1 v tll.'11 ,.1,'·'t· 
SCll' .llnlllll instalhllClltS fulJOWilll~ II grac.c pl! l lllll, and :I \'fllllllllll\1111 1 . • 

. . . I· . •ti on the l11Hhslu11 s1.:d po1 t11111 •.1ll li1.111 -. I It• , 1.: ol one perccn I a yenr is cv11; . I 
Slipt1l t1tlOnS COllforlll to the llSttal pntCtiCl!.S of lollg· \CI Ill p1t\':ill.: 1nV1.' '> \II\ 
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In I he cllse of a new ven'ture, I FC expects others to provide the bulk of 
1hc lirwncing. The Corporation may finance a larger proportion of the 
rns1s or expanding an existing enterprise, especially one in which it al­
n.:ady has an interest, though such cases arc always judged on their merits 
and always in the light of what other resources are available to the compa­
ny. Only in exceptional cases would IFC consider making an investment 
or less than SI million, since commitments on this scale seldom prove 
economical,, <.Jue lo the costs to the Corporation of appraisal and follow-up. 
(_)nc c:<cc1H ion is the case of pro.,,otional investments, where commit-
1111.·nts arc typically small. 

The upper limit for an IFC investment is about S20 million for its own 
:rccou11 t, although it will make larger commitments if it is assured of par­
ticipations by other institutions that will reduce IFC's net investment to 
S20 million. In fiscal 1972, for example, the Corpnration committed $22 
million to Compnnhia de Cimento Nacional de Minas, a cemcn'. project in 
Brazil. Participations in the IFC commitment reduced lFC's net invest­
ment to well below the S20 million limit. 

A company may use lFC financing to acquire new machinery or to 
modernize existing plant. Or the IFe money mny serve as additional 
working capital for 11 growing enterprise. Use of lFe funds is not tied to 
the purchase of equipment or services in any particular country. As indi­
cated previously, government guarantees for Ire loans arc neither sought 
nor accepted. 

Nl'lo1io11s with Mn11ag<'flu•111 and Go1w11mt•111 

Whill! ire docs not normally seek board representation, in the case of 
th.:vdopmcnt finance companies the presence of nn IFe rcpresentutive on 
the board of <lir CClOrs can be of mulual vnlue us a means by which 1 re ex­
pcricnl:C and know-how can be paired wi1h local knowledge. In order 
cll'ec1ively 10 carry out its promotional activities, IFC mightseek represen­
tation on the bonrd of u promotional company in which IFC hus mude n 
shurc subscription. 

The Corporation, like other investmen t institutions. docs not undertake 
n1anagcrial responsibilities in companies it assists. Also, IFC is unwilling 
lo be the dominant shareholder in nny en terprise und will normully insist 
that its holdings be less than 25 percent. Only in exceptional cuses docs 
1hc Corporation exercise iL'i voting rights. Nevertheless, lr'C expects to be 
kepi regularly informed concerning the company's uffoirs. This is 
:rchicvc<l through periodic consul tutions with man11gement, visits by IFC 
stall', the receipt of rcuular progress reports and informntion on foctors 
materially alli.:cting or likely to affect the company's business. Annual fi. 
11:111t:ial statements arc required lo be audited by independen t public nc­
l '1111n1a11 1-:, and 'tipul:i1i1H1s regarding nccoun1ing and financial reporting 
at l' w1ill l ·t1 i11111 11 :c inve,1111cn t agreements. 

If."(' ' " pt q1.11 ed 111 s11ppor1 "mixed" en terpriscs, i.e., n joint ven lure bc­
lWLTtt I'' 1\a1t· 1·111c1prio;c :111d a itovcrnmcnt. Eoch cnse is examined in the 
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f overnmenl ownershi•,1 and control, 
ligh l of such factors us th~. exten\~e ~fficiency of its man:1gement. 
the nature of the enterprise und . member counlr" that objects to 

· l · a business in a J • 

lFC does not inves in . k no special privileges n:ga:·d1n1•. 
· The Corporuuon see s · . . 

such financing. 1 . although like any investor, 1l re· 
foreign exchange or other reg~ auons, gements 'ror repatriation ol' run tis 
quires assurances that nppro.pnate arra~ntergovernmcntal organization, is 
will be made. The ~orpora~1on, as a~r~ed on its investments. 
immune from t~xation on idnc?me :mbergovernments upon policy relat-

1 FC is ready. 1 f asked, to a vise m 
ing lo private investment 
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.. 'i FINANCIAL STRUCTURE AN!1 OPERATIONS 

I F("s authorized cupilal was initially fixed by its ArtiLlcs of' Agreement 
at$ I llO million. divided into I 00,000 shares or $1,000 pitr vulue. Original 
111cmhcrs took up the number or shares assigned to them in the Articles, 
while: the number, price and other terms or subscription by others arc 
determined in each case by the Corporation in agreement wilh the 
prospective member. To provide for subscriptions by new members, the 
nu mhcr of shares was incrcused 10 110,000 in 1963, raising the authorized 
capital to SI 10 million. At June 30, 1973, subscribed capital totaled 
$107,2 11 .000. 

The Corporation's Articles of Agreement provide that ~.ubscriptions by 
1111: 111IH!r t·otmlrics 10 IFC's capital stock should be payable wholly in gold 
or Uni tcd St:11es dollars. The entire subscr ibed capital orIFC is available to 
the Corporation for use in its operations. 

I Fl"s net income, together with net gains on sales and other disposi­
tions of loans und equ ity inves tments and various other net profits, have 
heen allocated 10 u reserve against losses. This reserve, like IFC's sub­
scribed capital, can be used for investments. Al June 30, 1973, i t stood at 

S75.8 million. 
Dming its first decade, IFC relied for i ts resources exclusively on capitul 

subsc r i ption ~ . net earnings ar d its ability lo revolve its portrolio by sales 
of securit ies 10 other in vestors. As already noted, the Corporation 's 
n:soun:cs we re supplemented by a linc of credit from the World Uank. By 
J lll lC JO. 197 3, the total or runt.ls available 10 the Corporation for use in i ts 
npcrat1ons was $812.9 million . This included, in addition to the $297.4 
11Hllion available from the Uank, capital subscriptions of $107.2 million, 
11r 1 i11rn111c of $75.8 million, pnrticiputions and portfolio sales of S26 l .5 
million, a SS milliun loan from the Netherlands, and repayments of S66 
mi II 1u11. 

Details of funds avai lable to the Corporntion for the period I 956-7 J , 
t.:l)mmi tmenls against these funds. nnd funds uncommitcd at June JO, 
I 97 J. :is well as a live-year summary. 1969-73, of tr-C's operations appear 
on pnges 91 and 92. 

I NVESTMENTS /\ND l' INANCIAL RESULTS 

I FC n11ule gross commitments, net of exchange ndjustmen ts, or S848. I 
mill ion to 203 en terprises in 5 1 i.:oun tries ancJ in two regional dcvelop-
1:h:11 t lin 11nce institutiuns t'rom the -; tart of opcr:iliuns in 1956 through 
fonc JO, 1973. or the lOIHI. S792.9 million WllS for opcrnting in vestllll.!lllS 
anti S55.2 million for s1:1ndhy and undl.!rwrit ing purposes. 

fh..: Corp11 r:s 1ion h:i'i sold to other invcswrs cqui ti'!s and lo:in <> from i ts 
own portf11li11 :1 111tu111 ting tu $227.8 million. Repayments 10 lfC 101nlcd 11 

l11r1lw 1 $ 11(! 11111l io11 . Anti an additional $55.4 million hnd hccn cunccled, 
11·1111111:1l l'd "' w11111! 11 oll'. The C:orpora tion 's holdings in its portfolio :tt 
J11111: .lll.l 1U.I, w~n· $1165.? mill1011 . i11clucli11g investments not yet clfoc-

11vl· 
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' JFC's Resources nnd Conun\ttnents, 1956-1973 
CUSS millions) 

-C · I .......... . . ....... . . . 5107.
1 

llpllU • , • • • • • • • • • • • • • · • • • '· • • ·.'' ' ''' '' •• '. ' ' • • '. • '. 'J•I / ·\ 
World Bunk line of credit ...........•...... · ... · · · · · : · · · · · · · · · · · · · · · · · · · · · · · 'I.II 
Ne1hcrtonds loon . . .. . .. . ... .. ........ .. .... · · ·. · · • · · · · · · · · · · · · · · · · · · · · · · · · · 7~ H 
!'let income . ..... ...• .. .. •··············· ·· ······················· •······ · · (lhll 
Rep:iymenLS und investments . ..... .. ........ . ..... · ... ················ · ····· .. 227.8 
Sules of investments ................... ·. · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · 
Acquisition by others or securities coicrcd by 

stanJby :ind undcrwrilin& commitments .... .. .. . ... . . .. .... ·. · · · · · · · · · · · · · · _112. 
. ... $8\ 2,ll 

TOT AL. or ~1.1 nds ovnilablc . . " ... .. .. ... ..... • . .. · ·. · · ·. · · · · · · · · · · · · · · 

Gross commi1menlS made ......... . ...... .. ... . . ....... ····· · S848.I 

Less cnnccllations. tcrminutions 
and write·o!Ts .... . ......... ... .• · · · · · · · · · · · · · · • · · 

Net commitments made . . •.. ........ . . •.. · · · .. · • . · · · · · · • · · • · · · · · · · · • · • · · · · · ..J:!1 .~ 
Uncommitted funds :it June JO. t97J . .. ................. · · · · ·. · · · · · · · · · · · · · !. ?_o 7 

Equity investments accounted for $119.:i million o~ th r.Corpor.~tinn's 
portfolio. The remaining $345.9 million represented investi11cnts in th

1
! 

form of loans. . . 
The Corporation became ac tive in st:m•lby financing :ind undcr.w~1 11.11g · 

in 1962 when ii committed $2.9 million for these purposes. 1 hrs 111-
creased ~u17idly, reaching the SSS.2 million level al the end of fi st.::il I 

1
'7 '· 

or that amoun t. $33.7 million wus acquired by others. . . . . 
The extent to which the Corporation has increased the availah1l11y ol 

funds for investment m productive private entc.rprise in capitnl--..1\ 111·1. 
\ow-income countries is by no means measured by IFC's total i 11 vc~11nc111. 
I FC is nlso u mobilizer or the capital of others, who in vest together with 

the Corporation. . 
Of the cumulative totul of investments, the Western Hemisphere u.c-

counted for about 39 percent of IFC's totnl commitments.' while con:im1t· 
men ts in Asiu accounted for 27 percent, Afiicu und the M iddle Eust for 17 
percen t, nnu Europe for 16 percent. . 

Over thei r life to the end ol' the Corporation's 1973 fiscal ~:car. th.c 
uverngc annual return on 101111 and equity investments held '". ires 
purlfoJ:o was 8.5 1 pcrcenl-C011lprisctf or 8.98 percent Oil loan lrl VC'il· 

mcnts and 7.84 percent on equity inves tments. 

Sales of /111·C'~ tn11•111s 
An important soum.: or rcplt!nish nlcn l of I FC's funds has bt.:c 11 thc ~:llc 

or ils commi tments. ill whole or i n purl, 10 other i 11vcst~r"· a~ ot.J~ nc JO. 
197 3. approximately S26 I .5 million or nlmo-;t 011c-1h1ru ol 11 · ~ s 1111 1'1 

commitments. have been rt!vol vcd in this w:1y. t1nd I FC h ·11l 11ht,1111cd llH· 

partici:)a tion Of other investors in more thilll hal l' tl11.! l'lllllll lllll ll' ll h II hall 

muuc. 
I) I 



"' u a 
~ 
c 
u ... 
.D 

"' .. 
.c 
0 ...... 
"' 

~ s 
u 
E 
0 
v 

-= <; 
z 

Purchasers of lFC in vcsun:.:nl -;ccurauc reprcsl.!n l a b ro:1u .,~~mi:n l of 
the world investment community. including Franc1.:. the r 1.:ul.! ra\ Rc pub· 
lie of Germany. lt:ily. Japan. Kuw::iit. the ~ethcrlam!s. Sweden. Switzer· 
land. the United Kingdom. and the United Stales. Pen ion fund-,. mutu.11 
funds and insurance companies.~ "ell as banks and investmen t huu' ., 
are among the institu tions that have purchased parts of l FC invc:.l1111:n t\ 
In general, IFC's individual sales of investments have involved amuunt~ 
not smaller than S 100.000. 

Sales of investmen ts furthe r IFC's object!\ .. of ::iobilizing private 
capit:.il for enterprises in the developing countries. l FC itSelf carries out 
the work involver' in setti ng up an investment transaction and :!bsorbs 
the costs. Through sales of investments to other institutions, the Corpora· 
tion has demonstrated the possibilities of opening up ch:mnclc; lur 
portfolio investmentS in private indu-;tr~ 111 th \· lkwl11p1111'. c111111t11c· .. 111 
some cases, this has in turn led to the cst.1bli,111111.:111 ul 11cw h:inl. in t~ nm· 
nections and n!w sources of tong-term funds fo r the cu111pa11 1i:., thl..'nl· 

selves. 
IFC revolves itS funds and brings other investors into partner~h1p in it' 

tr:msactions in two mai n ways. T he first is for lFC to olfer p:irticiputiun-, .i t 
the time of a commitmen t. The second i through sales from the Curpor· · 

tion 's portfolio. 
Participations arc generally made on the same terms as those negutiated 

by IFC. The investor is offered a choice between taking a pro rota intc1c o; t 
in the en tire transac tion. including equity. or taking the loar ma1uri11c<; 
without cqui1y, in which case he c:m take up either a portion of the cn11n: 
loan or a portion of the early maturities. Although nearly all I FC'' lr>.ms 
are denominated in dollars, IFC h:ic; been able to arrange for the s~h: of 
loan participations in some other currenc ies. such as Oeutsehc '.\brhs. 
Pounds Sterling and Swiss Francs. lnvestcrs purchasing parts of IFC loans 
normally do so through participation certificates. The administration :md 
exercise of righ tS under the investment documcntS are handled by IFC. 

At appropriate times. lFC is prepared to sell from its portfol io various 
typ"!S of paper which it holds. resulting from pas t invcstmentS. including 
strai.::.ht equity. loans and convcfaion rightS. The investor is olfercd a wide 
choice 111 this re spect. but the terms of the sale naturally have 10 be 
negotiated in each c:.i.sc, reflecting how the investment h :i fared since the 
original commitmenL ln the case of sales of cquit)' , the shJres sold by lFC 
arc transferred to the par11cipnnt, so that a di rect rcla1ionship m:iy be es­
tablished between the compan;· and the p:irticipan t as :i shareholder. ll is 
lFC's practice to consult with its partners on sales of equity in order to c<\ 
tablish that there arc no objections for v:ilid business reasons to the pro-

posed sale. 
In making sales of shares held in its portfolio. IFC ""C" :-cvc1:il 

methods. Some of the companies in which l FC has acqui1\.'.d .111 1."qu11,• 111 · 

terest arc owned by a broad range or lor;:il investor\, \\l lh thl.' '"·""="' 
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Purchnsers of lfiC Investment s~curities .represent 11 broud scgl'ncnt of 
the world investment community, including France, the Federnl Rcpub· 
lie of Germany, Italy, hpun, Kuwait, the Netherlands, Sweden. Swit1.er­
land, the United Kingdom, and the United Stutes. Pension funds, mutual 
funds and insurance companies, as well as banks and investment houses 
nre among the institutions that have purchased parts of IFC investments. 
In general, IFC's individual sales or investments have involved amounts 
not smaller than $100,000. 

Sales of investments further IFC's objective or mobilizing private 
capital for enterprises in the developing countries. IFC itself carries out 
the work involved in setting up an investment transaction and absorbs 
the costs. Through sales of investments to other institutions, the Corpora­
tion has demonstrated the possibilities of opening up channels for 
portfolio investments in private industry in the d~wlopin1•. rountrics. 111 
some cases. this has in turn led to the establishment of new ha111t::: •. 1.:on­
nections rnd new sources of long-term funds for the comp: nies \:1em· 

selves. 
IFC revolves its funds and brings other investors into partnership in its 

transac tions in two main ways. The first is for IFC to offer pllrticipations al 
1he time of a commitment. The second is through sales from the Corp1.Ha-

1ion 's portfolio. 
Participations arc generally made on the same terms as those ncgoti!llcct . 

by lFC. The investor is offered a choice betwecra taking a pro rota interest 
in the entire transaction, including cqu;ty, or taking the loan maturities 
without equity, in which case he can take up either u portion of the c111in• 
loar. or a portion of the early maturities. Although neurly all lFC's loans 
nn; denominated in dollars, IFC hns been able to arrange for the sale of 
lo:rn pnrticipations in some other currencies, such as Deutsche tv1arks. 
Pounds Sterling and Swiss Francs. I nvcstors purch:ising parts of I PC lo:ins 
normally do so through pnrticipation certificates. The administrntion and 
exercise of rights under the investment documents arc handled by ire. 

At uppropriiHc times. IFC is pr<'iJJrcd to sell from its portfolio various 
types or puper which it holds. resulting from pusl investments, including 
straight equity, loans and conversion rights. The investor is offered a wide 
choice in this respect. but the terms of the snlc naturally huvc to be 
ncgotiutetl in each case. rcllecting how the investment h 115 rared sint:e the 
original commitment. In the case of s:ilcs or equity. the share:; sold by I FC 
urc trunsrcrrell to the partidpant, so thut a direct relationship may be cs­
tublishcd between the compuny and the partic1pnnt ns n shan.:holllcr. It is 
I FC's practice to consult with its partners on sales or equity in order to es­
tablish thnt there ure no objections for v~1lid business reasons to the pro-

posed sale. 
In mnking snles of shares held in it-; portfolio, trC 11Sl'S sevc1al 

methods. Some or the companies in which IFC has a1.:qui1c1\ :111 cqu11y 111 -

tcrcst ure owned by a broad range of local invc-;turs, w1tlt the shat c'i 
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quoted und trudcd on locul stock exchanges. f n such cases, there is an op­
por't11 11i1y f'ur IFC to sell its holdings through the normal mechanism of 
the market. In many cases, a public market for the shnres held by fFC 
do1.:s not exist or is too narrow to allow sales of the volume desired. In that 
cv1.:n l. pri vate negotiation is used. 

Th:: extent of participations in individual investments has shown con­
si~crablc variation, sometimes amounting to as much as 88 percent of the 
original I re commitment. Many of the institutions have taken participn­
lions on the basis of atlractivenc.-,s of the paper purchased. simply taking 
m:count of' normal investment criteria such as the relationship between 
risk :111d potential return. Participants, especially institutions acti ve in in­
tcrnalional banking, also have heen attracted by the actual or pntentinl 
collatcrn l hcndits attached to an investment, particularly where there is 
an c.'iisting or prospective banking connection either with the enterprise 
itself or the country in which the enterprise is located. 

IFC AND CAPITAL MARKET 
DEVELOPMENT 

As IFC'c; investment acrivities are directed at encouraging the growth 
or the private sector of national economics, development of capital mar­
kets in developing countries is u vital IFC interest. The nvnilobility of fi. 
nancing funds through capita l and money market facilities, anti the or­
derly bringing to market or savings uvailnblc for investment. at a going 
price for money known to all. arc important elements making for invest· 
mcnt nnd business growth . 

I 11 M.1rd1 197 l. I FC cst~1blishcd a C1pital Markets Depart men l. As the 
h>l':tl point in IFC and the Dank for encouraging the growth of capita l 
111arkc "in the developing countries. 1hc Department gives special atten­
tion t1 identifying problems of financial market development und to find­
ing w 1ys or solving 1hem. Its 1>rimury thrust is to mobilize domestic snv­
inl'S n the form of finuncial assets and to minimize the cos1s of intcr­
ll1<'J1Htlon in order to enhance domestic financial scl f-sulllcicncy. The 
Jcpartmen t's work tak.:s pructknl shape mainly in lwo ways. 

First, governments a111'. :·rivatc groups in the <.lcvcloping coun tries arc, 
:11 lhcir requei.;t. hi!li\cd to :s tablish und support instilu tions 10 channel 
domestic savings in10 produ1:tivc cn 1crprisc. Such institutivns mil)' be 
morrgagc banks. suvings and loan nssoc.:intions; they may :ilso be invest­
ment !rusts, discount houses, 111crchunt banks, investment bank-;, 1111<1 
~el·11ri1ics dis1rihution l1rn1s. 

Second, in coun tries where securities nrc nlreucly trnde<.I locally, the 
Dl·p:irtmcn1 advises on woys 10 cncourngc wider share ownership nnd to 
incrcnsc the choice o1' dt:ht and equity instruments uvnilnblc to locnl in­
vc-. tor'>. 

Fvc11 hc l'orc lhc 011:a111111tion o' .his Department, JF'C had been active 
in 1l1 l! lic ld of rnpi lal 111:irk1.: t dcvdopment. Por cxumplc, the main objcc­
livc 111 11 ;; ~1a11dhy and 1111derwnting commi tmen ts has been to pince 
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securities in the hands or local private investors in the developing coun­

tries. . . . 1. able because of mllrket conditions. ii 
When a public o(fonng is imprac ic I ension funds hanks i11 

. ~ ·ble to negotiate sacs to P • • . ' 
is somcllml:s pr~ era f ds and other large institutional invcs1u1s. 
surance companies: mutual u; • r . ation in a project can help t:n.:a1c 
Here again, IFC's interest an! parr1~1~hc necessary commitments rrum 
confidence and, cons~quen t Y' en is 

private sources. . . . 1 c can improve a domestic cupi\111 
Sometimes te~h_nical ~sS1St~nc~.:no~f special types of securities i:nn be 

market. The d7v1sm~ or indt~~ ucl If mare unsuited to market conditions. 
helpful where issues m tra it1ona .or . . 

. . . If . n innovation in many areas. 
Underwntmg, llS~ • ~s a . hrou •h the spread or its own oper:11-

lFC also exerts md1rc~t mO~~c;l,~s.: r:~ll 1ti:1kc a projn:t 11111rc v1:a~1k 
ing standards and rcquircmc l eventu·11\y bringi11r, in to hd111•. a1t r:11.: u,'c 
and worthy of Investor supper• .' 

1 
, k 

1 f d' on the local capita mar c · 
new issues or tra mg 1 . l r "Dpitnl markets through its i11-

lFC also influences the deve cpmrn o :e und other nnancilll ins1i111· 
vestments in development finance compuni ~ . 

tions. 
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International Centre for Settlement 
of lnvestment Disputes 

THE CONVENTION 
One or the central objectives of the World Bank is to promote and 

111ai111ai11 the flow of international investment, including private foreign 
invcs1111cn1. This flow has sometimes been impeded by fear among pri­
vatl! investor:; that. once outside the familiar protection of their domestic 
legal sys1erns. their investments may be exposed to political risks, includ­
ing expropriation or other governmental action not subject to indepen­
dcn t jutlicial review. 

Because of its position of impartiality, the Bank, or its President in his 
personal cnpncity, has on n number of occasions been approached by 
governments or by foreign investors seeking assistance in sett ling dis­
putes relating to investments. Whi le recognizing that the conciliation or 
arbitration of disputes is a function somewhat alien to its structure, the 
llnnk has nevertheless occasionally ngrecd to such requests, where it con­
sidered that its intervention could significantly improve the investment 
climate of the State concerned or would remove the obstacle that defaul ts 
due 10 unresolved disputes might present to Bunk or IDA financing (see 
p.tJ',l'. •15). 

111 lite ligh t of its experience with these and other dispu tes, the Bunk 
h l'\' :llllC l'Oll\'illCCU th;ll the t:rl!ation or pCrfllHnen t fadlitiCS, designed 
'ifll'l'i fh.:ally tu deal with in ves tmen t dispu tes between Stutes and foreign 
11wcstors. could he a major step toward promoting an atmosphere of 
llllrtual conlidl.!nt.:e. and thereby stimulating a larger flow of private inter­
national capital into those coun tries that wish to aurnct i1. Study of the 
pos-;ibility of establishing sul'h facilities bc~an in 1961. By 1965, an 11p­
p1opriatc trl.!aty instrument. prepared by thc Executive Directors and stall' 
CJ! the Bank :11 the rl.!tlllest of the llank's Uonrd or Governors an<I with the 
assistalll:c of legal t:xperts from many 111ember countries, w<is suhmiltcd 
to governml!nls. 

The Convention on the " lllt:mcnt ol' Investment Disputes between 
Srntes and Nntionals of 011 .cr Stmcs was opl.!nccl for signature 011 Marl'h 
18. I 9<15. to all member'\ of' 1he Bank. Uy Sc1Hember 1 %6, u sullkicnt 
11111nl>t'r had -;i1~ ncd and ratifi1.:<.J the C:onvc11tio11 10 permit it to enter into 
J'111~· c ur1 (ktohcr I ·1, I %(1, .10 days after the deposit of the 20th instru­
nh'11t 111' 1a11lir.1t11111. 

N11 n111r111he1-. 11! the ll.111k whkh arc panics lo the Swtutc of the ln1cr-
11.1111111al ( '111 111111 Ju-; 111.:c ma • he invited to bcrnmc signatories. An invi111-
tio:1 w:" l'\h'1td1·d to. and at1:cp1cd hy, the Govcrnrrn.: 111 of Switzerland. 

Afghanistan• 
Austrin• 
Belgium• 
Botswana• 
Burundi ' 
Cumeroon• 
Central Af rlcun 

Republic• 
Chad· 
China• 
Congo, People's 

Republic or 

Cyprus• 
Dahomey• 
Denmark• 
Egypt. Arab 
Republic or 

Ethiopia 
Finlanu· 
France• 
Gabon• 
Gcrmnn1·· 
Ghana· 
Greece· 

THE CENTRE 

Guinea• 
Guynna· 
lccl:inu• 
Ireland 
lndoneslu• 
Italy• 
l vory Co•1sl • 
Jumaica• 
Japan• 
J ur\lan • 
K,•11ya• 
Kun.::1' 

I cnt of l nvcstmen't Disputes is the 
The l n ternationn~ C~ntre fo.r Sell cn:he Convention as the instrum~nl 

international or~an1znt1~n. created by sc is to be available to the i;nrt~es 
for carrying out rts prov1s1ons. Its purpo ts by providing them with 

. . . 1 ·1nvcs1ment arrangemcn ' . 
to ccrtam 1nternat1onn . for the settlement of ft 1ur~ 
·111 nssurcd forum on which they may agree •. 
• I t huve already arisen. 
disputes, as well as any t lU • 'ts Administrative Council, l'. • rn-

The governing body o: the c7nt~ ISnltructing State- all of wholll have 
Posed of one representative of c.S1c' o ·1k ·s a s1lecific dcsi~n:ition, tile . u less a tnte m. c • · 
cquul voling power. ~ ' W 11 llun t is •1utoma1irally i ts rcp1csc11· 
Govcrnoruppoinlcd by It to the. or ( r h . W~rltl Il'lnk llCIS l'X uj)ici11 :r.: 
tative on the Coun:lt. The Prcs1d~n~i~·11\~nctions of the Council urc lO 

the nonvoting Charrman. The pnn r' '1 • Centre to elect the Sccrctary-
R I. t' ts ·tnd Rules o 11e • . . . . t atlopl the egu •' 101 · • d . d 10 detidc upon 111v11a1tons o 

General. to udopt the rmnu1l31I. b~ 71c~.c~~mc parties to the ConvcntilHI. 
nonmembers or the World .in t 

Lcso1110· 
Uhc1i:1• 
t.11 ~01111Jo11 r1:' 
Mnt.w1~y ttc!)uhllc· 
Mut.1y~h1• 
M11l.1wi• 
Muur111111i11• 
M .111111111, • 

Mor•l\'\'1)' 
Ncthc1t,111 d~ ' 
Nc11at• 
New Zc.1h11nl 

N11.1c1• 
Ni1lcri11• 
N11•w.1y· 
1'111.1-11111' 
Sc11ci;11 l· 
Sicrrn l.cunc' 
Sl11i:1111111c ' 
Son111li.1' 
St• 1..11\kLI' 

Sml.on' 
$\\,1/ll,11111 ' 
s ... 1:i.1c11• 
Sw1l1c1l.1111I• 

1\li;o' • 
1'ri11i1l;111 nn•I Tub;11tu 
T11 11 i"a• 
Ut\11111111• . 
l1111h:1I Klt1t\1lu111 ul 
Circ.11 Bru;11 11 :in1I 
Nunhcrn lrcl.in11' 

llpt•l·r Volin' . • 
\Jn1tnl S1.11c' ut /\1111! 11~·1 

Y111'1"t.w1.1' 
/ .11nlt1;i ' 
/.111 .:· 



'l 'lic lcgnl rc1>resen ta live and prin~i al offi . ' . 
lary-Gencrnl. who is responsible for iis a ~e.r oft.he, Centre is Its Secre-
:i" rc1dstrar. I le is elected by the Ad .. dmi~istralron ~nd also functions 
ti1111 of its Chairman. Since lhe Inau m1~1strat1v~ Council on the nomina­
llrnchcs has occupied this ost· us g~ral M~e11.ng of lhe Council, Mr. A. 
dent and General Counsetor th ~c i~dc~ntmumg :rvc as Vice Pres~. 
lion from the Centre. e or ank, he r1; .. ~1 ves no compensa-

Thc Centre maintains separate Panel f C .. 
tors, most of whom are designated b s o o~ciliators and of Arbilra-
111ay pl;11.:I..! fou r persons on each list) Y dContracung States (each of which 
111:1 11 uf the Administrative Co ·1aC hsome may be added by the Chair­
lis1l. The C11nvcntion requ1·r 'S unc1 bw o mf ay pla·c· e 10 persons on each 

· c mem ers o the Pa I b 
high moral d1aracter and recognized c . ne s .10 e persons of 
nwrcc. int.lu~try or linance who may ~mp~!e~ce an the fields ofluw, com­
dcnt judgment· legal comp~te . e .r~ ie upon. to exercise indepen­
:trhi trators Th~ P·1nel men·1b nee is spec11ed as part1cu. larly important for 

· · • · crs are not employ d b h C m~rcly listed by it so as to facilitate the~ . ~ y t e ~~tr~, but are 
missions und Arbitral Tribunuls. ormat1on of Conc1llatton Com-

Theexpcnsc incurred by the Centr · , . . 
must be borne by the parties to the r~~~ c~.nncc~1~n wtth any ~rocecding 
of conciliation, and as agreed by th P .e mg, di~aded evenly in the cnse 
the case of arbitration The ov h cd parties ~r decided by the Tribunal in 
rovcrcd in part by nn; misc:c ll~1~c~~ cxpc!1d1lurcs of the Centre arc lo be 
on the Contracting S111tcs .(gcn~rall, ~ rccc1pts._but largd~ b>' nsscssmcnts 
tlt c Worltl Bank). However th J. '~J>~Oport1on Lo their capital stock in 
< \·1111 \' free of ch ·1rge ·1s long' ~ .in . ns agreed to accommodate the 

' " US ILS SCil t IS Ill th } d 
:111d is :llso underwritino its overlle· d d~ 1cu quarters of the Dank, 

::> .1 expcn 1tures. 

PROCEEDINGS 
. 'I he jurisdiction of the Ccn tre is b;1scd . 

lies ton lcga dispu te rehting to an i . on consent, given by both par-
he the Government of n'Contr·1c1· nsvestmen t. One of these parties must 

' • 111g tatc or a const·1 . b · · · 
agency tlcsignutcd bl' c;tich ,1 G • ' 1 ucnt su tl1v1s1011 or 

• J · • overnmcnt The othc b . 
ol another Contrnctino Stiite \Vil . b · r must cu nut1onal 

c- • • 0 m,1y c a n·11ur·11 · 'd' 
Consent 10 the J·uriscl ic tioal 01. ti C t' ' • or u Jllrl icnl person. 

• 
1 

( · l C en re can be give · . · 
w111 a)n new investment agreement (b) · . . . n in connection 
putes pro ;1isions arc no Ion •er c1 n .. ' .tn e~1stang ngrcemenl whose <lis-
;111y lega l dispute wltich hasg.llreu>u;":~~;~~: s;~1s.f\1ctory by the parties. or (c) 
men t. Onc:c 1•. iv1;11, consent t:nnnol he ' .. let tcr or '.lot unllcr an agrcc-
11arty, even i1· o11e of' the Co11 1r•1 ·t· S un1l,1terally w11hdruwn hy either 
1'1um lhc C.:c1111 c. The l'Onsen t n; .~ u;g. lntcs concern_c_d should wi thdraw 
at 1111.: 11mc it;., giwn . Fe;, ex:in;,~~ 1~~c~er: b~ Qu::~1hc<.J in various wuys 
pi i111 cx h:111~ 1 i1111 u l' lol':t l ·1d111 ini.;1r;;1ive ~ r i_r~·~:~~~ ~late n.111:. rcq~ i rc the 
111ar h1: 1\'Slt 11· 1c t1 l11 l1J1 tl·ili ·11 '11111 l1l ·11·•· ·1 t' J remedies, or consent · · · · • v• ra ion or to co l T • · 1· ii ll ~l.'.1· -;•;: 11 y, hy :11h111 a1ion Al1l11 •I . ·'. I c1. 1.111011 olluwccl, 
the g1 v111

1
• iii l.

1111
..,

1
•111 {ext::' Pl 111 .'; 1 ~·1

1 
no ,P·:: 1•~ulnr ~~rm is prescribed for 

.1 • mu:st uc in writing), the Ccnt~e has 

t))( 

developed a set of Model Consent Clauses to nssisl potential parties ·in 
submitting disputes lu the Cr.ntrc, and in · exercising the various pro­
cedural and substantive options available under the Convention. 

The Centre docs not itself settle any disputes. Rather il establishe:;, as 
far as possible in cooperation with the parties, ad /1oc Concilialion Co111-
missions or Arbitrnl Tribunals, to which the resolution of the controversy 
is then en trusted. Al all stages (as illustrated in the paragraphs below), the 
same basic principle is observed: as far ns possible the parties are free to 
regulate by agreement all aspects of the proceeding. However, their 
failure to agree on any point or the refusal of either party to cooperate can­
not prevent the constitution of the body to which they had originally con­
sented to submit their dispute, or decisively frustrate the progress nnd 

conclusion of the proceeding. 
Once both parties have given their consent, eitlac1 hcfore or artcr a dis-

pute has arisen, either party may file a reques t for co11ciliation or arhitra­
tion, or the parties may do so jointly. The· procedure for so doinlj is 
specified in the lnstilu tir n Rules adopted by the Administrative Council. 
Each request undergoe~ a preliminary screening by the Sccretary-Gencrnl 
for substantive conformity wilh the requirement:; or the. 'Convention; ii' 

appropriate, he then registers it. 

Co11ciliatio11 Commission, Arbitral Trib1111al 

Once a proceeding has been instituted, a Conciliation Commission or 
an Arbitral Tribunal is constituted as rapidly ns possible. Subjec t to lh\! n·­
quiremcnt of having an uneven number of members and to certain 
restrictions on the nationality of arbitrators, the parties arc free 10 cu11-
s1itule their Commission or Tribunal in uny way agreeable to hoth 111" 
them: they may, but need not, choose the members rrom the Centre's 
Panels. llowcvcr, if they cannot agree on the structure of the body, the 
Convention prov ides thut it shall consist of one member appointed by 
each p11rty nn<.J of a jointly 11ppointed Presiden t. If \he parties cannot ;1gree 
on any joint appointments, or if either of them Jee lines to make the desig­
nations for which it is responsible, or if for any reason the constitution or 
the botly i ~ tlelaycd, either pany m\ly require the Chairnrnn of the Ac.lmin­
istrntive Council to make the necessary appointments from the uppropri­
nte Panel. Once nil members of a Corn mission or Tribunal have accepted 
their appointments, the proceeding is Jcemed to have begun. 

The pTCJccdure to be followed by the Commission or Tribunal is pri-
11111 rily \hat agreed by the parties. unless this woultl cuntravcnc the Con· 
vention. Should they foil to ngrcc. then the Conci liation or Arbitrat ion 
Rules (supplemented by the Adminislrntive and Financial Rcguln ti1111 ·;) 
ndoptc<.J by the Administrative Council au tomatically apply.So far as tlh'' '' 
Ru lcs leave any gups, or so far 11s (1(/lwc decisions may he rl.'qu 11 ed in :11 •.11 · 
liculnr si tuation, the Commi.)sion or Trihunal may isslll: p1111·v1h11 :111111 krs 
and mny, to some extent, dclcgall! this function to ;,., fl1 l:~: idl..!11I. 
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. ,· 
Each Con1mission and Tribunal is the ultimate judge of its own compe­

l\:1wc, and muy 1\lso decide whether the proceeding is within the j urisdic­
ti1111 111' the Centre. The preliminary decision made by the Secretary-Gen­
era l in reg istering the request is not binding upon a Commission or Tri­
bunal. 

01~/c•ctives 

IL is the objective o f Conciliation Commissions to clarify the issues in 
d ispu te and to try to bring a.bout agreement between the parties on 
111111t1:1lly :11.:ccp111blc terms. Although the parties are required to cooperate 
i11 g1111d l'ai th with the Commission and to give the most serious considera­
tion to i1s recommendations for settlemen t, they are not bound to accept 
them. The Com111iss1on must conclude its work by drawing up a report, 
recording that agrucn icnt has been reached, or that it has proved impossi­
ble to achieve :1ny agreement. or th'\t one party has failed to appear or to 
partic.:ip:lle in the proceeding. 

Arbitral Tribunals are required to render an award, on the basis of rules 
of law agreed by the parties or as specified in the Convention. The failure 
of a party Lo appear or to present its case will not prevent the Tribunal 
from rendering an award, although it must follow special procedures in 
such a case./\ n Arbitral Tribunal may also consider claims ancillary to the 
principal dispute, ~uch as incidental or additional claims or counter· 
claims. and it may recommend provisional measures to be taken by the 
par ties. A Tri1Jltnal's decisions are taken and awards are made by a mn­
jnri1y of the members. Although no a1>peals may be taken outside the pro­
n·dnrl!s provided by the Convention. several post-award remedies nre 
av:11lahlc wi thin it: 

I . The original Tribunul may be requested to correct any errors and to 
supplement nny incomplete decisions. 

2. The Niginal Tribunal, or if necessary a newly constituted one, may 
be reques ted to interpret or revise an award. 

3. The Chairman of the Administrntive Council may consti tute nn ad 
hoc Committee of Arbitrntors to consider the annulment of un award 
on certain grounds specified in the Convention. If the award is un· 
nulled in whole or in p;irt, ~he dispute may be submitted to n new 
Tribunal. 

Co111p/ia11ct• 

Once rendered. nn award is ;, inding on bo th pnrtics. who must comply 
with its terms. Moreover, every Contracting State is required to recognize 
as binding all itwnrd.; rendered pursuunt to the Convention und generally 
10 i.:11 force any pecuniary obligation imposed- \\ hether or not its Govern-
1111; 111 or any !If ils ll:tllOll:t lS Wl!re parties tO the l>rOCeeding. f-'or this pur­
pow, l!aCh C11111ral: l i 11g State 111ust dcsig11n1e to the Centr<; a court or other 
autlwri11· t'111np1·1c111 111 rcl·ogni1.e and enforce awurds certified by the Sec· 
n.:1:11 y ·< ic 1w1 al. 
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. . 
No request for the Institution of any conciliation proceeding under t~e 

Convention has so far been uddressed to the Secretary-Genera\. Tho C\rst 
request for arbitration, which concerned a dispute arising out of nn ••t~r~e­
ment between the Government of M orocco and two privute comp;11Hes: 
Holiday Inns S.A. (a Swiss company~) and Occidental Pe1rolcum 1111.'.. <a ~JS 
corporation), was registered by the Secretary-General in J a11 u:1ry 1 'J 72. 
The proceedings were still continuing at December 31, 197 3. . 

A large number of investment agreements bas been concludet.l .'" 
which the parties recorded their consent to the submission of future dis­
putes to the jurisdiction of the Centre. While such agreements may well 
continue to be the most usual method of having recourse to the Conven­
tion, there are other means of so doing. For example, several States have 
included reference to the Convention in special legislation enacted to pro· 
mote foreign investments, und certain ll cat. .:s dc;1l i111•. witlt the status o 
investments made by the nationals .of one 1wrly in !he 1crri1ories o l 
another provide for the use of the Convention to settle disputes arisin 

out of such transactions. 
Finally, the parties to a number of agreements who for some rcaso.r 

cannot submi t tc the jurisdiction of tht. Centre (because one of them • 
not associated with a Contracting State, or is not such a State or a desig, 
nated subdivision or agency thereof) have provided for ad hoc arbitra1io1 
and speci fied that in stated contingencies either the Chairman of'.1h 
Council or the Secretary-General is to be the appoin ti ng authority or las 
resort. Officials of the Centre approached with such requests have indi 
cnted that they will generally consent to per form the functions l'on!Scl: 
for them in satisfactorily formulated disputes clauses, unless this 11tir.ht h 
inconsistent with the in terests of the Runk and i ts allili:tll!S. 11 ha. 
the re fore, been suggested that the Cen trc be consulted and rcl'.civc I' 
comment at least n draft of the disputes settlement provisions be fore sue 

ogreemen ts arc concluded. 

Jm·estment Laws Projc>cl 
The Centre hns initiate<! a project for the collection, classification an 

dissemination of nationul legislation and international ngreemcn ts rc la 
ing to foreign investments. with the object of llSSist.ing ~l11tes in maki~ 
usefu l comparisons among in vestment promotion inst ruments 1 

dilferent parts of the world :rnd to help familiarize potcntiul lnvcstors wi1 

lcgul conditions in vuriou:; developing countries. . 
The ma terial collectet.l is computer-prepared and cot.led. 1 t ts urrang 

by titles nnd has concordnncc tables with cross-re ference~. ~ nun~bcr 
loose- lcnl' binders covering 50 developing member countr1cs 1s pro.1cctt: 
three hav~ been published to dutr. Oindcr I includes Afghanistan. Cha 
I vory Coast, Kenyn. K orea. I :l.Jeria. Maluysi:t, Nigeria, Ugand:.1. :tnil / :1i1 
Binder II- Uurundi, Dahomey, Gabon, Ghnn:t. l nd1111\!o;1a. J :1111;11l 

Nepal, Niger, Scncgnl, nnd Tun isin; Binder lll-Bots'v;111.1 and S1111'.ap111 
plus updated material l'ol' the counlrics tonwincd i11 l\i11dcr I. 
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MULTILATERAL INVESTMENT 
INSURANCE SCHEME 

/\t the request of the United Nations Conference on Trade and 
Developml!ll l (UN CT AD), based on earlier work by OECD, the Bank has, 
l'or many years, been considering the feasibility of a multilateral invest­
ment insurance scheme which would insure new private investment 
flowing into developing countries against losses resulting from noncom­
men:ial risks. The Dan k stair drafted Articles of Agreement for an in terna­
tional i·1 vestmen l insurance agency which went through a number of 
revisions. Thi! most recent draft, after review by the Executive Directors, 
was sent, in April 1973, together with a staff memorandum identif.ving the 
principal outsta nding issues, to member governments. Thereafte-r, wor" 
on the agency within the Dank was suspended and will not be msumed 
unless enough govern men ts, of both developed and developing countries, 
xpress posi tive interest in proceeding with the proposal. 
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Cu 1111il11tivc totul ol'louns und credits approved, June 30, 197 31 
(lJS~ 111ilho11s) 

Bank lo• ns to curitnl bOllOI'"'' by 1t1lon 

11r.1111:111 I UH(, roll[S TRY AllD rJSHING 

C.slun 
•\,,iu 

l\1•111111 1111.11 c1cdrl. .• • .•.. , . . •• • $ 
l\r c.o 1l~1·clu111 11cnt 

I ood J111J 111111 fo tUol c1011s • • , , , , • , , • 

llltfJl!on, llu"•I conltul ~11d cl1J1nJ£C •••• • 
roreshy Jnd ltsl1111r. ••. 
C1op proccssrnc dlld storJte ....... . .. . 
live\lUCk 
l\~rrcullural rrscJr;h .. .. . . ... .. .. .... .. . 
Oiiier ..... ..... .' .... .. . 

S11btolnl .. . . . .. . ...... .... . 
[OUCr\llON 

INDUSTRY 
Iron and steel 
Pulp and rJper 
rer1r1t1c1 Jnd other chemicals .. ' ..•. 
Minin~. other ealmtion . 
Srnall industry and mdustrial estates 
Developmen t l1nJnce companies .. 
Other 

!>•1l1tut.il 

111111 l'HlllfCI 

l'Ol'lll I\ I HlN 

1'11\VI II 

II l.IUHCl\I ASSIST AtlC[ 

11 l I COMMUtllCATIOllS 
I OUR ISM 
T RAii SPORT I\ I ION 
Av1al1011 
Highways 
P1 pchncs 
Ports, waterways and sl11pp1ng 
Ro11l.,.lyS 
Other 
Subtotal 

URB/\111/ 1\ TION 
Wr\HR surrt '( l\ljD S(W(Rl\G[ 

TOTl\l 

31.5 
5.5 

34.5 
1.9 

5.~ 

5.6 
$ 96.3 
s 60.5 

32.0 

12 0 

~ 
s 10.0 
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Appendix E 

lk:11l1111:1rters: 1818 H Street, N.W., Washinl!ton, D.C. 20433, U.S.A. 
New York Onice: 120 Broadway (15th Floor), New York, N.Y. 10005, U.S.A. 

European Ollice: World Bank, 66, avenue d'Jcna, 75116 Paris, France 
l.011rlo11 Onice: World Bunk, New Zcnlund House (15th Floor), Haymarket, 

London. SEI Y4TE. England 
Tok yo Ollicc: World Bunk, Kokusui Building, 1-1 Marunouchi 3-chomc, 

C'h iyuda-ku, Tokyo JOO, Jnpun 
E:l\krn Africa: World Bnnk Regional Mission , Extelcoms House, Haile Sclnssie 

Avc11111.:, Nairohi, Kc., ~· a; mailing address- P.O. Box 30577 
Wcsll'm Afril·:i: Worlll Dank Regional Mission, Jmmeuble <ihell, 64, avenue 

La1111.Jl i11, Abidjan, Ivory Coast; mailing address- B.P. 1850 
Ah:h:111istm1: World Bank Resident Mission, P.O. Box 211, Kabul, Arghanistan 
B:1111!l:uksh: World Bank Resident Mission, Bangladesh Bank Buildinr. (4th 

Floor), Motijhcel Commercial Arca, G.P.O. Box 97, Dacca, Bangladesh 
Colombi:a: Resident Mission Banco Mundinl, Seguros Tequendama Building, Cnr­

rcra 7 No. 26-20, Piso 25. llogo1:i D.E., Colombia 
Ethiopia: World Bunk Residen t Mission, l.B.T.E. Nev· lelccommunications 

Uuilding (First Floor). Churchil' Road, Addis Ah"\1a, Ethiopia; mailing ad­
tlrcss- IBR D Mission, P.O. Box 5515 

Gh1111a: World Bank Resident Mission. c/o Bunk or Ghunu, Head Office, High 
Street (5th Floor), Accra, Ghana; mailing address- P.O. llox M 27 

lnrli:a: World llank Resident Mission, 53 Lodi Estate, New Delhi 3, India; mailing 
;11ldrcss - P.O. Oox 4 16 

l111lo11l"• i11 : World 13ank Resident Staff. Tamun Suropati 2, 13uppenas Building, 
Jakarta, Indonesia: mailing address- P.O. Box 324/DKT 

N,·11:11 : World llank (IORD) Resident Mission. R.N.A.C. Building (First Floor), 
Kathmandu. Nepal; mailing address- P.O. Box 798 

Nil!l' ri a: World Bunk Resident Mission, Raymond House, 971105 Ynkubu 
Gowon Street, Lagos, Nigeria; mailing uddrcss-P.O. Box 127 

l'nkistun: World Dank Resident Mission, P.O. Box 1025, lslam11bud. • .. 1<istan 
~11tl11n: World Bunk Residen t Mission, 28 Block 2H, 13aladia Street, Khartoum, 

Sudan; mailing address - P.O. Box 2211 
hnl nnin: World Dank Resident Mission, N.l.C. Building ('1 1h Ooor), Dur cs 

Salaam. Tani.aniu; mailing address - P.O. Box 2054 
Th:1il:111cl: Worh.i Bank Regional Mission, Uc.Jorn Vidhyn Building, 956 Rama IV 

Road, Sala D:1engh , Bangkok 5, Th uiland 
'.',:aln•: World Bunk Re .idcnt Mission, P.O. Bo> 14816, Kinshasa, Repub lic of 

Zaire 
'l.a111bi:1: World Bank Resident Mis lln, P.O. Box 4410, Lusaka. Zumbiu 
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