ALASKA Whid P I

__ A TF U MIVLT Ny .+ LG = Ele
159 SCOMA 9: HOUSE SPEC. COMM. ON PERMANENT FUND 1977-78




Zaidan, George C,
The costs and benelits of family planning progrims

Zymelman,* Manuel
Cost effectiveness ol alternative learning technologics in in-
dustrial training — a study of in-plant training and vocational

AN o ".}‘?,’. S i """':7:" [ ‘ SRR R R G = g e \‘ iy
WORLD BANK CATALO
ORDER FORM

(For internally published items only, wether Iree or priced.)

All countries, In Europe |
except Europe
TO: Publicalions Olfice TO: World Bank
World Bank 66, Avenue d'léna
1818 H Street, NW. 75116 Paris, France
| Washington, D.C. 20433, U.S.A.

Please send me the following item(s) from the World Bank Catalog:

Catalog Title

No. (Please print) price

Bo sure lo il in the Catalog numbar. Please allow al least eight weeks lor dolivery outside North
Amorica .

| 'ame of Institution

Your Namoe and Title

Addreas : —

Clty Country —

NHote: All ltems will be sent by the least expensive moeans unless othorwise roquosted (see
Special Notos to Calalog Users (8), page 7).

A chargo wlill be made for poslage and handling for bulk ordurs of lor ordurs of more than
12 lilles (soo Prelace (1), page 5).

Paymonlol $——_____ Is enclosed.




]

" :v?‘h' -‘_'"' i =

%EWord Bank
Hendguarters:
1K1K 11 Street, N.W. 8404
Washington, D.C., US.A. ! | S

Telephone: (202) 393-6360 " ‘
Cable Address: INTBAFRAD nl‘ | gt i !
_ iC “iuﬁ.! 1300 &

WASHINGTONDC

L TR
W 1'531 .';‘vﬁ

AR A




Policies and Operations
The World Bank Group

September 1974




Table of Contents

The World Bank Group
Origin and Nature

The World Bank

International Development Association

Bank and IDA Operations — Growth, Diversification
International Finance Corporation

Legal Status, Privileges and Immunities. ........oooeavininn.
International Relations

The World Bank and IDA
Membership and Organization

Membership and Voting Rights
Policy Direction
Organization

Financial Structure of the Bank

Capitalization
Cupital Increases
Funds for Lending

The Bank and Capital Markets
Development of Markets for Bank Obligations ..............
Financial Structure of IDA

Subscriptions
Additions 10 RCSOUICES + v v vvneeecrsansssrrsrsasnasssnssens

Lending Policies and Procedures. . ...o.ovvvviviiiiiiiiennn

Lending Standards . ....vveireriiriirieniiiiiiiaiiines
Project Identification and Preparation
Project Appraisal
Terms of Lending
Methods of Procurement
Supervision and Disbursement
Audit and Evaluation
Coordination of Development Assistance
Aid Coordination GrOUPS «v.vvvverrinurrirnsnraseaneresins
Co-financing
Consultative Group on International Agricultural Research ..
Technical Assistance
Preparing High-Priority Projects «..o.vovviiiiiiiiii o

iii

6l
(vl
{1
(7




A

E

Eeonomic Studies, Research, and Public Information. . ......v.e 70

Public Information .. ivevereiasiseaiiaesiiassrnnes Tt 13
lieonomic Developmeat InSHULE .. ovvviiaiin vonavnenes il
International Finance Corporation .......oovviiiiiiiiiiaiinnes 18
Membership and Organization..... i GRS R Sk R TR 78
Membership and Voting Rights. .. ...ooviivieeecnanee hads OB
Policy DIreClion. « . ooaessvsoncersrraasesstanannssnnneanes 80
Management . ....o.o.. T K, LRI O L e .. 80
International Advisory Panel .. ... o N v, (L. 80
Organizalion .o e e e vreenieses . G e o . 80
Investment Policies and Resources. ........e. S R sicei B0
[nvestment Procedures ..o i iecrd BT W 85
Financial Structure and Operations. . ....ovvvvvarrreaaeaanenes 90
Investments and Financial Results......ovvovveenes e 90
IFC and Capital Market Developrient,..oooveeenss VA W
International Centre for Settlement of Investment Disputes ....... 96
The COAVEALION <. von s varssananiasssonnvsrsusssanrsssans 96
The COMUIC. . coovevosssssssrsnoeassssravesss e s Ty 97
Procecdings ....... SRR e gl i e B L SR G , 98
Multilateral Investment Insurance Scheme............. R S o (1)
Appendices

Appendix A
Bank and IDA Lending Operations by Major Purpose

B0 REPION, s e s cimnvis s me Smy b ipls i babss dab mn s amsmnna o s 448 104
Appendix B

Total Bunk and IDA Lending Operations by Country .......... 106
Appendix C

International Bank for Reconstruction and Development —

Sratement of Subscriptions to Capital Stock and

VOUNE PEWER oo o5 ¢ ot wns snbabiin s SR8 bAVETIPpebsvapaidments 108
Appendix D

[nternational Development Association —

Sratement of Subscriptions, Voting Power and

Supplementary RESOUICES .. ovvvvveeriercnrens b 6 e .. 110
Appendix E

World Bank Oflices and MisSions . ....oovvirvreereans i3 e s 112
Text Charls

Orpanization Chart ... ooeoiieiieimaiainane i S Y e 22

Bank-Sponsored Aid Coordination Groups: « i .vves e i 62

States having sipned the 1CS1D Convention and States

having become Contracting STIES. c.ovewvnanns ATk i A 97

iv

-

it

Text Tables
World Bank — Basic Data

International Development Association — Basic Data

Bank borrowings.............. o A )i
Resources behind the Bank's obligations .............. it}
Loans_ SoIF! and Apreed 0D SOl . v i e e ik :34
OCF)r[l)rfullonsrccommended deer the Fourth Replenishment
W S
Inlferr}alionﬂl Piiiance Cotoorition — ShementdftBube
scriptions to Capital Stock and Voting Power.................. 79
IFC S Commitments By PUIPOSE covuvisancd snssavanssas i 87
IFCS Commitments BY RegIon . . .. atisamamiansasnas oo 87
IFC’s Resources and Commitments, 195G 1973................ 91
o e e e A e TN T

Fiseal Year

The Bank Group's fiscal year is Jul 3
s fiscal year is July 110 June 39, The data relect, i it cases
i D el (o e SI‘“”;;(]I e data reflect, in most cases, the situa-

Note on Dollar Amounts

Dalbar . p
G “:f ‘;f ”mmu:_ur. used in the text of this book for the capital of the Bank refer 1o United
.“I.n;“u ollars U. the weight and fineness in elfect on July 1, 1944, while those used for sub-
o [;Im::.sr‘:‘mll Ltla:';:nhu!mm' 10 ||)r\_ relier 1o US dollars of the weight and linencess in ellect
\Imj.“cd‘l 4 m.h : -I{!. For ;\_II l;;:lc]l":;” purposes, these are the same. Unless mhclu.:.-.c
i eramounts in US dollars refer w current doll or §

il he " ! ent dollirs. One dollar for Bank capin

IDA subseriptions and contributions equals upproximately 1.20635 current doll |r-.I :




WORLD BANK

Basic Data!
(Amounis in USS millions)

Number of member countries 58 103

Subscribed capital $ 9,051 $22.426 $22 942

Borrowings? 4 S 2,806 S 3290 S 9,042

Reserves $ 954 $ 1,160 I WD

Lending: Commitments $ 2,667 S 9,584 S11.247 $21.009°
Number of loans? 150 461 551 965°
Number of different countries assisted since 1946 42 79 84 90
Disbursements? S 1964 § 7259 S 8,821 $14,465

Stafl: Number of stall members 511 1.326 1,588 3553
Number of nationalities represented n.a 37 68 74 98
!;\'ll figures are as of June 30 ol each year shown, except for 1973, where figures are as of December 31,1973
“Principal outstanding
'st;"‘..--.'.cl..ln: figures lrom June 1946,
Setel carcellations, terminations and refundings,
Iroludes four lnans 1o IFC, so1aling $297.4 million.
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i ORIGIN AND NATURE

The World Bank Group consists of three international financial institu-
4 " 2 2 R 2 3]T: lions—the World Bank itsell (formally, the Internationai Bank for
: = T i

< = T T 7

Reconstruction and Development), and two affiliates—the 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 distinct function, but all
- are devoted to the same general objective — the provision ol linancial and
technical assistance for economic development

Associated with the Group is the International Centre for Settlement of
Investment Disputes (ICSID), an autonomous institution established
under World Bank auspices, which was designed to provide a forum for

conciliation and arbitration of international investment disputes between
States and foreign investors.
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Early in World War 11, the economic and financial experts of the Allied
Nations began to consider what plans could be made *= ".Lip meet the eco-
nomic problems of the postwar pericd. They recognized that atiention
would have to be given not only to the immediate relief and physical
reconstruction of economies disrupted by the war but also to *“the expan-
sion, by appropriate international and domestic measures, ef production,
employment, and the exchange and consumption of goods which are the
material foundations of the liberty and welfare of all peoples...” Dis-
cussions were held on a variety of proposals that were intendad 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 heiping to finance temporary balancec-of-payments deficits and by pro-
viding for the progressive elimination of exchange restrictions and the
observance of accepted rules of international financial conduct. The sec-
ond institution—to become the International Bank for Reconstruction
and Development (World Bank)— was, as its name implies, to heip finance

the reconstruction and developmer ©itls member countries.

By the spring of 1944, after prolo.i.cd discussions between representa-
tives of the United States and the United Kingdom und consultations with
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The World Bank Group

ORIGIN AND NATURE

Tlie World Bank Group consists of three international financial institu-
tions—the World Bank itself (formally, the International Bank for
Reconstruction and Development), and two affiliates—the 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 distinet function, but all
are devoted to the same general objective—the provision of financial and
technical assistance for economic development.

Associated with the Group is the International Centre for Settlement of
Investment Disputes (ICSID), an autonomious institution established
under World Bank auspices, which was designed to provide a forum for

conciliation and arbitration of international investment dispultes between
States and foreign investors.

THE WORLD BANK

Early in World War 11, the economic and financial experts of the Allicd
Nations began in consider what plans could be made to help meet the cco-
nomic problems of the postwar period. They recognized that attention
would have to »e given not only to the immediate reliel and physical
reconstruction of cconomies disrupted by the war but also to *the expan-
sion, by appropriate international and domestic measures, of production,
employment, and the exchange and consumption of goods which are the
material foundations of the liberty and welfare of all pcop s..."" Dis-
cussions were held on a variety of proposals that were intended to help
realize these goals.

I'rom deliberations on these plans, the outlines of two complementary
financial institutions emerged. The first—to become the International
Monetary Fund (IMF)=was (o promote international currency stability
by helping to finance temporary balance-of-payments deficits and by pro-
viding for the progressive elimination of exchange restrictions and the
nbservance of accepted rules of interaational financial conduct. The sec-
ond institution —to become the International Bank for Reconstruction
and Development (World Bank)—was, as its nanie implies, to help finance
the reconstruction and development of its member countries.

By the spring of 1944, after prolonged discussions between representi-
tives of the United States and the United Kingdom and consultations with

PAricle VI, Mutual Ald Agreement between the United States and Great i
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representatives of other countries, the proposals for these two organiza-
lions hud reached an advanced stage. A United Nations Monetary and Fi-
nanciul Conference was accordingly convened. Following preliminary
meetings at Atlantic City, the representatives of 44 nations assembled at
Bretton Woods, New Hampshire, USA, on July 1, 1944, and, three weeks
later, completed final drafts of Articles of Agreement for the Fund and the
Bank [or submission to the participating governments.

The Articles of Agreement of the Bank were formally accepted by a
mujority of the participants by December 27, 1945; representatives of 29
povernments had signed the Articles in Washington on that date. Six
months later, on June 25, 1946, the Bank opened for business and pro-
ceeded 1o call up capital from its member governments. All the nations
which participated 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 Bank's Underlying Pumpose

The participants at Bretton Woods realized that, at the end of the war,
there 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
standards, especially in the underdeveloped areas of the world. The re-
quirements were recognized as being so great, and the risks of such a

nature, that private capital would be unable to (ulfill them withou. some
form of governmental guarantee. The Bretton Woods Conference felt that
the problem could best be solved by the creation of a new type of interna-
tional investment institution which would be authorized to make or
puarantee loans for productive reconstruction and development projects,
both with its own capital funds and through the mobilization of private
capital, and which would be provided with a financial structure under
which the risk of such investment would be shared by all member coun-
tries roughly in accordance with their cconomic strength, This is the solu-
tion which was embodied in the Bank's Articles ol Agreement.

The Articles establish the Bank as an intergovernmental institution,
corporate in form, all its capital stock being owned by its member govern-
ments. The Bank's authorized capital initially was $10,000 million but is
now the cquivalent of $27,000 million, of which the equivalentof approxi-
mately $25,222 million had been subscribed as of December 31, 1973,
Only one-tenth of this, however, is paid in. The remaining nine-tenths of
the Bank's capital is not paid in, but may be called by the Bank if required
(0 meet its obligations arising out of borrowings or guaranteeing loans,

This eapital structure provides the Bank both with substantial loan
resourees from its own paid-in capital and with guarantees enabling it to
borrow even more sizable resources, mainly through the sale of Bank
obhpations to investors, Capital markets are the largest single source of
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funds employed by the Bank to finar.ce its lending operations. To Decem-
ber 31, 1973, the Bank had raised in the aggregate the equivalent of
$15,736 million by the sale of its securities to investors. Issues totaling
$9,056 million were outstanding at that date, of which an estimated 111|'e¢-:
guarters 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 nngrc:
gate the equivalent of $2,510 million of its loans to borrowers. <

‘ As the records of the Bretton Woods deliberations indicate. the empha-
sis [rom the beginning was not so much on what the Banl:. could lend
d:r'eclly 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 ficld
.Indced, it is one of the unique features of the Bank that, although it is :m.
mte'rgovernrncnlal organization, it relics mainly upon private }IIVC‘;IOF‘i
for its financial resources. i~

Guarz'mtecs in international lending were not new. In the early inter-

war period, for exampls, several loans to European governments carricd
.lhe guarantee of other European governments. The new feature was lend-
ing by an international institution, each of whose members w:'ss responsi-
ble up to the amount of the unpaid balance of its capital subscription for
9ul§landang obligations. The amount of the risk thus guaranteed was
limited by the requirement that the total outstanding amount of the loans
m:}de or guaranteed by the Bank was not to exceed the total of its unim-
paired subscribed capital, reserves and surplus.

Basic Provisions

In draflting the provisions of the Articles of Agreement governing the
usc‘of the Bank’s funds, the lounders were acutely aware of the m:u.;d tul
5w0ul the errors which had characterized much of the international lend-
ing of the past, and particularly of the interwar period. Capital raised
1_hr0ugh sales of securities in [oreign capital markets had [requently m:-idc
Ill.llc or no contribution to the productive capacity of the boirowers. Many
of the loans h.ﬂd been made without reference to the ability of ll;c bor-
rowers (o service new, or even existing, foreign debt. These lending prac-
1IC{:‘S undpublcdly contributed to the widespread defaults in the 1930s
: To u.old these errors, the Bank's Articles contain a number of prot.c.c-
tive provisions. The Bank's loans must be for high-priority productive
purposes and, except in special circumstances, must be used to meet the
forcign exchange requirements of specific projects of reconstruction or
dcvc?opmcnl. The borrower may be a member government, a political
subdivision thercol, or a business enterprise in the territories of a mem-
ber, but if the borrower is other than a government, the loan must be
guarantecd by the member government in whose territory the project is
located, or by its central bar k or some comparable agency. (In practice llﬂ-
Bunk has always obtained . government, as distinet from o cental I;:ml-.
guaranice.) I




‘The Articles of Agreement enjoin the Bank to act “‘prudently” in mak-
ing loans, 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 o
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 ure used only for the purposes for which the loan was granted,
and to pay atiention Lo economy and efliciency.

‘I'he Articles contain three other important provisions governing the
Bank's operations. The first is that the Bank must be satisfied, before mak-
ing any loan, that the borrower would be unable to obtain the loan from
other sources on conditions reasonable for the borrower. Secondly, the
Bunk 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-
licular member country or countries. Thirdly, only economic considera-
tions shall be relevant 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 alfairs of any mem-
ber.

INTERNATIONAL DEVELOPMENT ASSOCIATION

In the late 1940s, there was alrcady some discussion in the United Na-
tions of the desirability of establishing an international agency which
would linance development on terms exceptionally favorable to the less
developed countries. This possibility was also touched on by the US Inter-
national Development Advisory Board in Parters in Progressin 1951, The
iden became more topical during the 1950s, when the developing coun-
tries as a whole were rapidly adding to their pxternal debt, in many cases
by incrcasing short-term, high-interest suppliers’ credits, Al the same
time as the debt burden of the developing countries grew, their ability to
make eflective use of capital was tending to increasc. The achievement of
sulisfactory rates of cconomic development, in many cases, began to re-
quire more external borrowing than could safely be provided by loans
made on conventional financial terms,

The first formal proposal for the establishment of the International
Development Association (1DA) look the form of a Resolution introduced
in the United States Senate, in February 1958, by Senator Monroney of
Oklahoma, In July 1958, the Senate adopted o Resolution calling for the
US National Advisory Council on International Monetary and Financial
Allairs (NAO) 1o study the feasibility of establishing an International
Development Assocition o make multilateral development loans on
terms more liberal than those then available, The Resolution further pro-
posed that THDA should be an afliliate of the World Bank. The NAC re-
potted favorably on the proposal in August 1959.
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Atthe Annual Meeting of the Board of Governors of the World Ij;lnk i
Ohclolger 1959, the Board ngovcrnors adopled a Resdlution prupo;cd t:?r
i\c‘ IS Governor requesting the Bank's Executive Directors to formulate

rticles of Agreement for IDA. In January 1960, Articles of Agrecment
were approved by the Executive Directors for submission to the mcmll; T
governments of the Bank, By September 1960, countries representin vL-
?::rmi?fm pcrce:nlagc of total subscriptions had accepted the Agrecmcl::n‘:

o _

i g ;gglclan:’c:cr;f;sl'DA then had 15 members. By December 31,
The ume!iness of the formation of IDA was underlined by th
emergence, in 1ch early 1960s, of a large number of newly inde c:;dc :
counlngs in Africa, many of which needed finance for dcvclopr?scm (:”
concessionary terms. These countries were not able (o rely to the sume e \”
1S]?ilc?!s!:cr0}:¢':don the ﬁl‘lm:lr:lal support of the metropolitan powers wi;h

they ha bcc.n associated. Nor had they developed a credit standing
ol their own sullicient to enable them to borfow on the SC:I|[:'H;C}' rci-‘

quired, Many newly independent co i
( untries became member
ing the first years of its operations. SO'”DA A

Conditions and Resources

bc:c'\rlll l}DA credits to date, cxcgpt a very few [or project preparation, have
o 01}-14 term of 50 years, with a 10-year initial grace period and no in-
erest charge, only a service charge of % of one percent per annum

Because it :s_impruclicablc for IDA to raise funds from private investors
the !\S.SDCIEHI(?H relies primarily on the governments of its richer mc;nh \
countries for its resources. By December 31, 1973, the cumulative lt;l-ll I-Ir'
u?n?l.c funds made available to IDA amounted to $7,135 millién, The l.m?k
Emlj:lsri‘lcmu'un(: was accounted for by lh.c initial subscriptions of member
R s and three general replenishments of the Association's
resources. Other components of this total were special sup )lcn;cnl-
c‘orflnbunons from several members, and two interest-free ]01Ins mad dt:y
Switzerland plus a voluntary contribution from New anlanél. bnn: ncun)-'
?lljcrlt:;r;s'.linﬁtr.l:ic:cd also was an aggregaie of $815 million transferred to
i ank, representing that amount of the Bank's net income for
¢ scal years 19_64-?3 which, after provision for reserves, might other-
wise have been distributed as dividends. tii i
n]::::llglﬁj ;1)!\ S .IR(LJ)urcc‘s‘or lunds are dilferent and the terms of IDA [i-
e ”:.;L._r‘, : ft: ‘n,s'ources are generally administered on the same
s ”.mh.l_ of the Bank.. The bu!k has been extended for financing
POWEE ¢ ansportation, with growing amounts in recent years [
agriculture and education. Al
erLz‘/:\mtnllcg;:::i; -:m‘d lm:mgmlly distinct fr‘om‘lhc Bunk. Its Articles of
iln'nk m bc,c“'“:i-:u.lf, provide lha‘l countrics must be members of the
onkot i ”;x_,c ];:1 zr ‘r]1cn.1.bcr‘sh|_p in the Association. In addition, the
oait .r: h‘t..r'-."t.'m v\ officio ;1§.II?A'5 President and as Clinir-
olits Board of Executive Directors. Similarly, Governors and i xecu-

;
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are ex officio Governors und Executive Direc-
hey represent are members of both

tive Directors of the Bank
tors ol 1DA, il the countries which t
institutions. The Bank and IDA also have the same staff.

BANK AND IDA OPERATIONS—
GROWTH, DIVERSIFICATION

Bank lending was concentrated on capital in-

Through the 1950s,
ctric power, telecommunications, and ir-

[rastructure— transportation, ele
rigation and Nood control.

As newly independent countries joined the Bank and 1DA, and rapid
rates of population growth pul increasing pressure on the world's basic
resources, by the early 1960s the requirements of such sectors as
agriculture, education and industrialization, were recognized by the Bank
and IDA 1o be crucial 10 socizl and economic progress.

The greal majority of the populations of developing countries is
engaged in agriculture. Industry is the main alternative occupation and is
a powerful factor in rapid material growth. The lack of education is a major

constraint in all scctors.
Greater emphasis was also p
help developing countrics in

laced by the Bank on technical assistance (o
(formulating ecffective policies for their
development, identilying and preparing projects, establishing appropriate
development institutions, and in other complex tasks, The Bank made use
ol the experience it had gained over the years by playing an important
role in aid coordination through participation in consortia and consulta-
tive groups which were being set up to ensure that aid from a number of
dilferent sources is used to & country's uvest advaniage without duplication.

1L was in 1968 that the firt five-year plan far Bank and IDA was initi-
ated, providing for a considerable expansion anu diversification of their
activities, and enabling the institutions to consider more thoroughly the
place of particular projects in the development process. Special eflorts
were made to assist the poorest and “least developed™ member countries.

During the plan period, Bank/IDA lending more than doubled as com-
parcd with the previous five fiscal years, Al the same time, sleps were
wken 1o improve the qualitative impact of the institutions' activities. In
addition to lending in the traditional sectors, operations greatly increased
in the arcas of agriculture and education, and much more attention was
puid to the social uspeets of economic growth, including population
prowth, employment, income distribution, health, malnutrition, and the

nt. In recognition of the rapidly aggravaling ur-
untrics, the pattern of iending for ur-
from infrastructure to introducing new
The Bank also began to make

impact on the envirtonme
ban conditions in developing €0
hanzation projects wias changed
concepts tor relieving urban pressurces.
diveet loans lor tourisn.
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New Trends

in::]]!i‘::lzl:]:undown of;lthc major sectors in which the Bank and IDA are
at present will point u ivect} ' : ; o
w5 b p p the new directions in which their policies

dug,r;;ncu:in_frel. TI":c emphasis is being shifted from infrastructure (large
indMzzaln;ngnuo?rworks) toward providing increased inputs of use to the
armer (farm credit, technical servic iliti
v I es, storage facilities, seeds
;ET]::J‘IZ‘?:H ar}d pesticides), toward smallholder development and lhe‘
provlea{:h (; nlj‘rla! pc;vle;ty. Projects are directed al practical action to im
¢ quality of life of the people of a whole ¢ i Iog
facilities for educatio i krdged il
n, domestic wat i
s er supply, health, and other social
cqflf!uc::lnon.rW:ﬂe forrperly most assistance was lor the construction and
mvpp g of sc 0{?1 buildings, more attention is now focused on the im-
pmal s;rlllc::r;:.ztr“clurrlguila and teaching materials, on ways to extend nonfor
ion to adults as well as children, on t ini :
mal : ult _ £ eacher training and train-
ing in bus.mcss .1drp|mstral|on and management, and nn the expanded us
ol educational radie and television. )
% !:;:J’us’i'ni{f:arﬁﬁn. A new dimension has been added to the Bank’s work
e field of heavy industry (minin ili t
| g, steel, fertilizer, pulp : {
: ; i 3 , pulp and paper).
1:?11icls are planned in such a way that they will benefit a counlry‘z gcn)-
Ou.m(;.:r\l::rlltg SK;ncgy and be in line with industrial developments in the
. Also, new emphasis has been pl: i
‘ | ' aced on labor-intensi
smull-scale industrial enterpri ; st
erprises and others that are primari
. are primarily export-
I::?‘rllltcc!. And support of c!c_chOpmcnt finance compunics (DFCs)I has
h“:cg:l $lcjr|-l:;:]s]cd m[rrccolfnmon of the flact that the activities ol DI-‘C;-;
! ier cllect by reaching small enterpri i ISt
‘ . ( ‘ ses which otherwise
could not qualify for direct B: st eafi
5 ank loans, by assisting in th
o g i ,by: g in the development of
: ‘L il‘u‘_u.nml markets, as well as by encouraging entreprencurship and the
acquisition of appropriate technology.

.!’upm'n:'fnn planning. Bank contributions in this new scctor include tecl
II:Lu;I ‘u:t:su;mncc in the organization and planning, udminislrulion[c:fnlt'l
Eur;:;::grogﬂg:mogif::{nsi'me !rummg ofp{:rsonm‘:I, and communications. A
A eoean e u‘nds. for p0pulalfon projects has been used to con-
: ics, maternity cenlters, maternity hospitals and training schools
and more recently for research activities. A

g pok ot A 2
wli}c!;:::;anqu. Tradtll_:on.li! Ban' !ending for transport, electric power and
unications has, for the most part, b di fon|
s s I : part, been directly urban-oriented,
, the endless stream of homel j i '
ess and jobless immigrants [
o _ re . s immigrants lrom
dcilti:;):n”'yfldc tt)c' the cities made it necessary 1o scek oul new ways ol
i with urbanization problems i i i
4 s and helping the poorer citi
oo ‘ ; J poorer cilizens,
.md{iltg l'hc Tost promising of the new types of projects is that of “sites
o }. ll,hrwccs to cope with the acute housing shortages. The ohject 5 to
hmi'.cs cs'lirbdn poor to help themselves in building and improving their
. Sites are provided with a minimum ol services, including wiler

9
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supply and sewerage, for houses, schools, markets, and other social neeus
closcly related to employment and transportation opportunitics. Research
is being done on other new Lypes of urbanization projects, taking into ac-
count a whole region rather than municipal limits, and involving mass
(ransit, housing finance instilutions, urban land and land policies. Some
are in an experimental stage. '

Tourism. The Bank recognizes that this sector can make an important
contribution to the foreign exchange earnings of a number of developing
countries and to reducing regional imbalances ii income and employ-
menl. Preinvestment studies have been conducted in a number of mem-
ber countries and some lending has been started in this field, But the
Bank is very conscious of the social, environmental, cultural, and distribu-
tional aspects of lending for tou rism and is proceeding cautiously. Evalua-
tion studies are being made o assess the net benefits countries can derive
from this sector.

Environmental impact. In all its lending operations, the Bank isshowing a
growing concern for the impacl the projects it assists will have on a coun-
try’s ecology and cultural heritage. Environ mental, health and social con-
siderations are taken into account as integral elements in project planning

and execution.

Development Involves Peaple

Thus, the more comprehensive view of the development process by the
Bank has led to an increasingly integrated approach to lending oy incor-
purating into projects a varicty of activities which embrace many subsec-
lors and often cut across sectoral lines At the same time, the Bank is con-
cerned that the benefits of its assistance should be distributed more
widely, especially among the poorer sections of a country's society.

The Bank endeavors 1o be innovative and flexible in its approach
owird finding solutions when dealing with the special requirements of a
people w be assisted. In the final analysis, development can have no
meaning unless it brings a better, fuller and more productive life to the
mass of the underprivileged in poor countries,

Appendix A lists Bunk and 1DA cumulative lending operations by ma-
jor purpose and region,

INTERNATIONAL FINANCE COR PORATION

The International Finance Corporation (IFC) was established in 1956 as
an afliliate of the World Bank. Its object was to help the Bank fullill the
purpose expressed in Article | (i) of the Bank’s Articles of Agreement: 10
seek 10 promole private foreign invesiment by participating in private
foans and other investments and, when privalc capital was not available
on reasonable werms, by supplementing private investment from its own

LESOUITCLS,
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In its first decade the Bank did much, by means of i;;ns to -f‘iﬁanéhc.b
public works projects and otherwise, to provide deveioping countries with
the infrastructure to support and expand industrial growth, But experi-
ence soon showed that the stimulation of private enterprise and private
investment in developing countries required the help of a specialized in-
ternational body. The World Bank itsell could not play this role. The
Ba‘nk‘s Arlicles require it to obtain a government guarantee for a loan 1o
private enterprise. But many governments are unwilling ~'r unable to pro-
vide such a guarantee, and many businessrien are reluctint to accept one.
In nddition. the Bank makes fixed-interest loans; it is not authorized to
buy equity shares or provide other kinds of risk capital. The Bank can only
meet the varied needs ol a wide range of private enterp-ices indirectly
through development finance companics. .

In 1952, a report prepared by the stafl of the Bank pointed out the need
for increased private investment in the less developed arcas and proposed
the creation of an International Finance Corporation as an afliliate of the
Bank.

During the next three-and-a-half years, discussions on the proposal
look place among governments and with representatives of the invest-
ment communities in the developed countries. Eventually, in July 1956,
the International Finance Corporation came into existence. [ts initial
membership consisted of 31 countries. By June 30, 1973, IFC's member
¢nuntries had grown Lo 98.

'fh'c first projects offered to IFC covered a wide variety of activitics. Fi-

nancing was sought for enterprises in every important less-developed arci
of the world, although mainly in Latin America.
‘ The Zorporation concentrated its first operations (ns it has done since)
in the felds of manufacture and processing; these most readily attract pri-
vate capital and provide the greatest economic multiplier through the
ransfer of technology and management skills and through cmploj’mcnl
and triining. By the end of its fourth financial year, in 1960, IFC had
made 33 commitments in 17 countries with a total cost of $42 million.

By this time it hud become apparent that the Corporation’s cllective-
ness was hampered by the fact that, although it could make loans with
-.:uu-ly ['cnlurcs, its Articles did not authorize investment in equities. This
restriction was, in fact, a serious handicap to the growth of IFC and its
ability to mobilize private capital for foreign investment. Accordingly, in
1961 . the member governments of the Corporation amended 1FC's Arli-
¢les of Agreement to enable the Corporation to invest in equities.

Expanded Actividies '

I!‘C wiis now aole 1o play a full part in providing and mobilizing risk
capital for investirent in the less developed countries. [t was able w pro-
mole projects itse 'and to reinforce projects in which it ‘nvested. Tt was
able 1o work with sponsors in shaping and setting up investments m i wiy
that would render them attractive to other private investors,

1
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11 also beeame possible for IFC, 1hr0ug|‘1“_uln0crwri1ing or standby com-
mitments, to help in spreading share ownership in the developing coun-
trics.

Another result of IFC’s ability to invest in equities was that the way was
opened for the Corporation to support private enterprise through local
development finance institutions, 1FC was created to do on an interna-
tional scale what these institutions were estabiished to do on a local scale.
Their 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 o handle economically, and they, in their
turn, passing to IFC projects beyond their scope.

By 1966, this new breadth of activity was clearly reflected in IFC's
record, The total number of its investments nad reached 124, almost four
times a8 nany as six years before, with a total cost of $172 million, more
than quadruple the figure for 1961. Notably, others had invested $890
millior: in the same 2nterprises.

This growth was paralleled by a greater geographical spread in [FC's
operations. They were now virtually wvorldwide.

New Resources

The increase in IFC’s equity oncrations crealed a new problem. It
became apparent that there was a demand for loan capital not guaranteed
by member governments, and in larger amounts than 1FC could supply. If
IFC was 1o play its part in this situation, it now needed more funds, The
problem was resolved by an amendment of the Articles of the Bank and
of 1FC which enabled 1FC to borrow from the World Bank up to a limit of
four times its own unimpaired subscribed capital and surplus. The result
of these amendments was to provide [FC with additional resources for its
own loans and release the Corporation's entire share capital and reserves
for making quity investments,

Availabil ty of these new resources led to a new upsurge in [FC ac-
tivities. These were diversified still further, and IFC was able to invest
larper sunis in projects of greater size and complexity. In 1967, the
cumulative wal of IFC commitments reached $221 million, or more than
twice the Corpo,ttion’s subseribed capital.

This upward progression has continued and at June 30, 1973, the
cumulative gross total of the Corporutior’s investments in business en-
terprises amounted to $848 million, invested in 203 enterprises in Sl
developing countries. Other investors had provided $3,364 million for
those enterprise , making a total investment in them of $4.212 million,

This last figure, rather than (he cumulative total of IFC's own invest-
ments, provides the true measure of the Corporation's accomplishments.
It way always central to the purposes for which [FC was set up that it
should not mvest alone but in association with private investors. The Cor-
portion was 1o act as o calalyst, 1o bring together private foreign and
domestic capital and investment opportunities, and to facilitate invest-
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ts own funds. JIFC's performance .1 that role may be judged by
the fact that for every dollar so far invested by 1FC others have concur-
rently invested approximately three dollars.

Although legally and financially 1¥C and ti'e Rank are separate institu-
tions, they ure interlinked in various ways. ! lembership in the Bank is u
prerequisite for membership in the Corporation. The President ol the
Bank is ex officio Chairman of IFC’s Board of Directors. Governors and
Executive Directors of the Bank also serve ex officio as Governors and
Directors of IFC if the countries which they represent are members of
both institutions. The Corporation has its own operating and legal stafl,
but draws upon the Bank for administrative and other services.

LEGAL STATUS, PRIVILEGES AND IMMUNITIES

The Articles of Agreement of the Bank, IDA und 1I°C contain provi-
sions which accord legal status and certain privileges and immunitics (o
the three institutions in the territories of each of their members. Each
member government is required to take whatever aclion is necessury in ils
territories to make these provisions effective under its own law.

Although not a member ol any of the institutions, Switzerland has en-
tered into an agreement which recognizes the three institutions’ interna-
tional personality and legal capacity (including status in respect of suits by
and against them). [t grants privileges and immunitics which correspond
inn lurge part to those which each institution enjoys in the territories of its
members.

The more important of the relevant provisions of the Articles of Auree-
ment may be summarized as lollows:

Legal Sratus

The three institutions have [ull juridical personality with capacity o
mike contracts, to acquire and dispose of property, and to sue and be sued.
Judicial Process

Actions may be brought against any of the three institutions in the ter-
ritorics of any member in which it has an oflice, has appointed an agent
for the purpose of accepting service or notice ol process, or has issued or
puaranteed securitizs, but no actions against it may be brought by its
members or persons acting for or deriving claims from its members,

Privileges and Inmunities

The Governors and Executive Directors, their Alternates, and the
ollicers and employees of the three institutions are immune from legal
precess lor acts pecformed by them in their official capacity, except when
the institution waives such immunity, Unless they are local nationals,
they are to be uccorded by cach member government the same im-
munities rom immigration restrictions, alien registration requineiments
and national service obligations, the same lacilities as repands exehanpe




rsStrictions and the same treatment in respect of traveling facilitics, as ore
accorded to representatives, officiais and employees of comparable rank of
other mem ber governments.

T'he archives of the three institutions are inviolable. Thair assets are im-
mune [ron. seizure, attachment or execution prior to delivery of final
judgment again-t ther.  Their official communications are to be accorded
by cach m:mber the me treatment accorded to official communications
ol other members.

The th-ee institutions, their assets, property, income, and authorized
operations and transactions are immune from all taxation and from all
customs duties. They are also immune from liability lor the collection or
payment of any tax or duty, No tax may be levied on any security issued
by any of the institutions which discriminates against that security solely
beeause it is issued by the institution, nor may any such tax be levied il its
sole jurisdictional basis is the place or currency in which the security is
issucd, made payvable or paid, ar the location of any office of the institu-
tion.

INTERNATIONAL RELATIONS

Formal relationships between the Bank and the United Nations are
poverned by an agreement approved by the Bank’s Board of Governors in
September 1947, and by the United Nations General Assembly in
November 1947, The Bank is a specialized agency within the meaning of
Article 57 of the Charter of the United Nations, The agreement between
the Bank and the United Nations recognizes that by reason of the nature
ol its international responsibilities and the terms of its Articles of Agree-
ment. the Bank is, and is required to function as, an independent interna-
tional organization.” The United Nations recognizes that **the action (o be
tuken by the Bank on any loan is a matter to be determined by the inde-
pendent exercise of the Bank’s own judgment,” and that ™it would be
sound policy [for the United Nations] to refrain from making recommen-
dations to the Bank with respect to particular louns or with respect 1o
terms of conditions of financing by the Bank." The agreement includes
provisions governing such matters as reciprocal representation, consulta-
tion and exchange of other than confidential information. It provides that
no formal recommendation will be made by cither organization to the
other without reasonable prior consultation.

Apreements subsequently entered into by the UN and the Bank's allili-
ates, 11FC and DA, are governed by the terms of the Bank/UN Agrece-
ment

For many years, the Bank and the UN exchanged informution and
coordinated their teehnical assistance and other activities through an in-
formal Tenson Committee, By a provision of the relationship agreement
between the UN and TDA, this Committee was given formal stitus in
1961 The Lisson Committee is composed of the Seeretary-General ol the
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UN, the Presidert of the Bank, and the Administrator of the UN
Development Programme (UNDP) or their representatives. 1t meets from
time to time for consultations and exchange of information.

The Bank works closely with the UNDP. The President of the Bank is
member of the In er-Agency Consultative Board which advises the Ad-
ministrator uf the UNDP on policy matters and reviews the program to be
presented to the UNDP Governing Council. The Bank has frequently
acted as Executing Agency for preinvestment studies financed by the
UNDP (see page 68).

Bank representatives attend and participate in meetings of various UN
organs, committees and subsidiary bodies, including, e.g., meetings of the
General Assembly, the Economic and Social Council (ECOSOC), the
Governing Council of the UNDP, the UN Conlerence on Trade and
Development (UNCTAD), and the regional cconomic commissions.

The President of the Bank appears before ECOSOC cach year, to pre-
sent the Bank and IFC Annual Reports and to report on their activitics.
He is a member of the UN Administrative Committee on Coordination
(ACC), composed of the Secrctary-Cconeral and the heagls of the
specialized agencies, and of the Environment Coordination Board of the
UN Environment Programme.

The Bank and the International Monetary Fund (IMF) maintain a close
working relationship, and there is continuous consultation and exchange
of data at the stall level. The agreement of the President of the Bank and
the Managing Director ol the IMF on various steps for collaboration, with
special reference to missions, policy matters, and cooperation at headquar-
ters and in the field, has been embodied in a series of joint memoranda

Cooperative Programs

In 1964, 1o lucilitate o1 increase in Bank lending for agriculture and
education, the Bank entered into cooperative program agreemicnts with
the UN Food and Agriculture Organization (FAO) and the UN Educa-
tional, Scientific and Cultural Organization (Unesco). A cooperative
program agreement was concluded, in 1972, with the World Health
Organization (WHO) in the fields of water supply and sewerage. A similar
apreement with the UN Industrial Development Organization (UNIDO)
!wcumc cllective on January 1, 1974, Under these agreements, assistance
iy provided to governments in the identilication and preparation of proj-
cets Tor Bank financing. The agencies also provide stall assistance to the
Bank in ity studies of economic sectors within their respective fields, as
well as support for Bank economic, appraisul and supervision missions.
Costs ol agreed work under the cooperative programs are shared by the
ii_.mir. and the partner agency, 75 percent and 25 percent respechively,
since 1965, through June 30, 1973, the Bank's share ol cooperative
program costs has aggregated $17.6 million; the cost in fiscal 1971 was
$1.9 million.
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The Bank and WHO are also cooperating in the popt iation field, mqet-
ing periodically to review their operational programs in countries in \_&'hl'ch
they have current or planned projects, or other activities in, or signifi-
cantly affecting, that field, and to exchange information on projects and
programs during the implementation stage.

Other Relationships

The Bank maintains operational relationships with the four agencies
additional to those developed under the cooperative programs. It also'has
informal, but substantial, ad hoc relationships with such UN organizations
as the International Labour Office (ILO), the International Telchpl-
munications Union (ITU), the UN Fund for Population Activities
(UNIPA), and the United Nations Children’s Fund (UNICEF:').

The Bank participates in a number of arrangements involving se'vcral
other UN organizations. The Consultative Group on International
Agricultural Research (CGIAR), sponsored jointly by lhf: Bank,_ FAO and
the UNDP, is described on page 64. The Bank is associated with WHO,
FAO and the UNDP in a twenty-year program 1o control river blindn(;ss
in seven countries of Western Africa. The Bank has organized a Joint
Coordinating Committee for the control effort and has undertaken to
mobilize funds on an international basis to finance the first, six-year
phase of the program. Since the latter part of 1.972, 1h'c Bank has been a
sponsor and financial contributor to ke Protein Adwsgry Group of the
United Nations System, in which it is associated with FAO, WHO,
LUNICEF, and the United Nations.

I'he Bank works closely with the Inter-American Development Bapk.
the Alliance for Progress, the African Develooment Bunk.l lh(': Asian
Development Bank, and other regional deveiopment organizations on
matters of common interest. It maintains close contact with the Dt:\"clop-
ment Assistance Committee (DAC) of the Organization for Economic Co-
operation and Development (OECD) through the Bank's European Office
in Paris.

The World Bank and IDA

MEMBERSHIP AND ORGANIZATION

MEMBERSHIP AND VOTING RIGHTS

Under the Articles of Agreement, orly member countries of the Inter-
national Monetary Fund (IMF) may be considered for membership in the
Bank. As of December 31, 1973, the Bank had 123 member countries and
IDA 112. Membership in the Bank is a prerequisite lor membership in
IDA.

Subscriptions by member countries to the capital stock of the Bank arc
based on each member’s quota in the IMF, which is designed to reflect
the country’s relative economic strength. Voting rights are related to
shareholdings. Each member of the Bank has 250 votes plus one addi-
tional vote for each $100,000' of capital stock subscribed by it. The Arti-
cles of Agreement provide that, with certain exceptions, all matters beflore
the Bank are to be decided by a majority of votes cast.

This is also stipulated by the Articles of Agreement of IDA, in which
voting rights are presently related to the amount of each country's initial
subscription to the Association. Each member of IDA has 500 votcs, plus
one for each $5,000' of its initial subscription, The Board of Governors'
Resolution on the Third Replenishment of the resources of the Associa-
tion provided for adjustment of the voling power of all participating mem-
bers. The Resolution on the Fourth Replenishment, which was sdopted
on January 31, 1974, contains a similar provision. The subscriptions and
voling power ol members in the two institutions, as of December 31,
1973, are shown in Appendices C and D.

[l'a government ceases to be a member of the IMF, its Bank member-
ship is terminated automaticaily after three months unless Governors ex-
ercising three-fourths of the total voling power decide otherwise. A
sovernment may withdraw from the Bank or IDA at any time. or it may
be suspended if it fails to fulfill any of its obligations, Suspension is by ma-

jority vote of Governors exercising a majority of the voting power in the
organization concerned. After one year, suspension resulls in automaltic
lermination of membership unless the member is reinstated by a similar
vote. Il a government belonging to IDA ceases to be & member of the
Bank, or if its membership in the Bank is suspended, its membership in
IDA is autematically terminated or suspended as well.

"Dollar umounts used for the t:ismmi of the Bank refer to United States dolliues of the weiphi
and fineness in effect on July 1, 1944; for the subseriptions and contributions al THA, io
United States dollars of the weight and fineness in elfeet on Junuary 1, 1960

17




e e
L%

OF the Bank’s original members, Poland withdrew in 1950;
(zechoslovakia failed to pay its full subscription and ceased to be a mem-
ber in 1954: and Cuba and the Dominican Republic withdrew in 1960.
Ihe Dominican Republic joined again in 1961. Indonesia which first
joined the Bank in 1954, withdrew in 1965. It was readmitted to member-
ship in April 1967.

Termination of membership in the Bank or [DA does not relieve a
government of any direct or contingent obligations to the organization
wssumed before it ceased to be a member, Specifically in the case of the
iank. the former member remains liable for calls on the 90 percent un-
paid portion of its subscription with respe~t to Bank loans or guarantees
contracted before the membership ceasca. Repurchase of the member’s
shares in the Bank, or repayment of ariounts paid on its subscription in
the case of IDA. is contingent upon satisfactory fulfillment of its direct fi-
nancial obligations to the organization.

POLICY DIRECTION

The Bank and IDA have essentially the same organizational structure
for policy formulation and exccutive supervision, as specified in their
respective Articles of Agreement.

Board of Governors
All powers in cach institution are vested in a Board of Governors,

which consists of one Governor appointed by each member country.
Typically, a Governor is his country's Finance Minister, central bank
Governor, or a minister or an oflicial of comparable rank, Governors of
the Bunk whose countries are also members of IDA serve ex afficio as
Governors of IDA. Each member has the right to designate an Alternate
Governor.

While the Boards of Governors may delegate most of their authority,
certain powers are specifically reserved to them by the Articles of Agree-
ment. These include the powers to admit or suspend members, to in-
crease or deerease the capital stock of the Bank, or, in the case of IDA, 10
authorize and fix the terms and conditions of additional subscriptions; (0
decide appeals resulting rom interpretations of the Articles of Agreement
given by the Exccutive Directors; 10 conclude formal cooperative ar-
rangements with other international organizations: 1o suspend operations
and distribute the organizations' assets; to determine the distribution of
Bank and IDA netincome; and 1o approve amendments to the Articles of
Apreement.

The Boards of Governors are required to hold an Annual Meeting,
which by custom is held usually in September in conjunction with that of
the 1M The practice has developed of alternating two successive Annual
Meetings i Washington with one in member country away from head-
quatters. O the 28 Annual Meetings held so far, 18 were in Washington,
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the others in London (1948), Paris (1950), Mexico City (1952), Istanbul
(1955), New Delhi (1958), Vienna (1961), Tokyo (1964), Rio de Janciro
(1967). Copenhagen (1970), and Nairobi (1973). A majority of Governors
_acrcising at least (wo-thirds of the total voting power constitules &
quorum. At each Annual Meeting, the Governors elect the Chairman and
Vice-Chairmen for the meeting of the following year. Between Annual
Meetings, the Governors are polled by mail or cable on issues requiring
their votes.

Exccutive Directors

The Board of Governors of each institution has delegated most of its
authorily to the Executive Directors, The President of the Bank serves as
“huirman ol the Executive Directors, bul may vote only in the case of un
cqual division, The Articles of Agreement pive the Dircclors respon-
sibility lor interpretation of the provisions of the Articles, subject to ;1].1-
peal to the Boards of Governors, and for “conduct of the gencral opera-
tions* of the institutions. Proposals [or loans or other financing, borrow-
ing, major technical assistance operations, budgets, reports, and recom-
mendations to the Boards of Governors, and matters involving policy
issues are submitied by the President to the Executive Directors for their
consideration and decision.

On December 31,1973, there were 20 Executive Directors of the Buank.
Each of the five largest sharcholders (France, the Federal Republie of
Germany, Japan, the United Kingdom, and the United States) »ppoints
single Executive Director. The remaining 15 Executive Directors are
clected for two-year terms by the Governors for other members, cach
Governor casting the number of votes to which his country is entitled.
lLach Director appoints his own Alternate. An Executive Director of the
Bank serves ex officio us a Director of IDA, if the member country which
appointed him, or one or more of the member countrics whose voles
counted toward his election, also is a member of 1DA.

A mujority of Exccutive Directors exercising not less than one-half of
the total voting power constitutes a quorum. Each appointed Director
custs the number of votes to which the country which appointed him is
entitled, and cach elected Director the total of the voles of the members
whose votes counted toward his clection, which he must cast as o unit,
Chatinman and President

The combined eflect of various provisions of the Articles of Agreement
u'ml practice is to make the President of the Bank, who is selected by the
Executive Directors, the Chairman ol the Directors and President ol the
Bunk and 1DA.

The only statutory requirement concerning eligibility is that the Presi-
dent may not be a Governor, Director or Alternate ol the Bank. The duty
ol the President, officers and stafl’ of the Bank und [DA is solvly 1o the
respective organizations and not to any other authority. Fach member
country undertakes to respect the international character ol tns duty and
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(0 velrain' from all attempts to influence any employee in discharging his
ollicial responsibilities.

Subject to the direction of the Executive Directors on questions of
policy, the President is responsible for the conduct of the ordinary busi-
ness of the Bank and for the organization, appointment and dismissal of
its oflicers and stafl.

On April 1, 1968, Mr. Robert S. McNamara became the Bank's fifth
President. He began his second five-year term on April 1,1973. The first
four Presidents were: Mr. Eugene Meyer, June 18 to December 18, 1946,
Mr. John J. McCloy, March 17, 1947, to June 30, 1949; Mr. Eugene R.
Black, July 1, 1949, to December 31, 1962; and Mr. George D. Woods,
January 1, 1963, to March 31, 1968.

ORGANIZATION

The organization of the World Bank and IDA is outlined in the chaicon
pages 22 and 23. Since the Bank and IDA differ chiefly only in the sources
of their funds and the terms of their lending, the officers and staff of the
Bank serve IDA as well, They also perform certain common services for
IRC, although IFC has its own operating staff. (For details of IFC’s
Lrganization and operations, see pages 80-82.) The total stafl of the Bank at
December 31, 1973, numbered 3,553, comprising nationals of 98 coun-
tries.

The operational structure of the Bank and IDA, reorganized in 1973
along regional lines, consists mainly of five Regional OfMices at the Bank’s
headguarters— for Eastern Africa; Western Africa; Asia?; Europe, Middle
Iast and North Africa; and Latin America and the Caribbean. Each office
is responsible for planning and supervising the execution of the Bank’s
development assistance programs within its assigned countries. Each has
ander its direct control most of the experts—such as sector specialists, fi-
nancial analysts, economists, and loan officers—required to carry out its
responsibilities. The Regional Offices are headed by Regional Vice Presi-
dents. who report 1o the Senior Vice President, Operations. Within each
Regional Office are two Country Programs Departments and a Projects
Department, with its own specialists— for agriculture, education, public
utilities, and transportation, Three of the Regional OMices also have their
own technical stall for development finance company projects. The
Bank's missions stationed in developing countries report o the Regional
Oflices responsible for their area of operations,

This *decentralized” structure is designed to serve three main aims.
Firstly, it permits the Bank to maintain and improve the effectiveness of
the development assistance it provides to borrowing countries as the
prowth in its activities continues. Secondly, it establishes the framework
for close working relations between the “country experts and the *‘sec-
for specialists,” and thus enables them 1o gain a deeper understanding of

Nofternive duly 1, 1974, the Asin Regional Office will be divided into two new regional
allices - Ton st Asid and Pacitic, and for South Asin.
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the development problems, needs and opportunities of the countries they
serve. Thirdly, it permits optimum utilization of Bank stafl'in dealing with
more complex programs which require u multidisciplinary team approach
in preparing, appraising and implementing projects.

Al the same time, provision has been made [or a broad range of policy
and operational support (o the five Regional Offices. This includes policy
formulation; the assurance of quality and consistency in Bank operations;
and technical innovation. The support is provided by the Central Projects
Stall (CPS) and by the Development Policy Staff (DPS).

specialists engaged in relatively new types of project work and those
that are too few in number lo be assigned to individual regions are ap-
pointed to the Centrul Projects Stafl. They are responsible lor projects in
industry, population and nutrition, rural development, tourism, and ur-
bunization. In addition, the CPS also deals with scctor policy nutiers in
the decentralized sectors and with project issues, The CPS is headed by
the Vice President, Projects Stall, who also reports to the Senior Vice
President, Operations.

The Development Policy Staff (DPS), reporting to the Vice President
Development Policy, deals with global and country specific dcvelopmcm‘
policy issues and sector policies in industry, rural development, popula-
ton, urbanization, and public and private finance. It is responsible for
maintaining and improving the quality of the Bunk's economic work and
the methodology for carrying it out. [t coordinates policy work throughout
the Bank; operates the Bunk's economic data and projections systems:
provides central guidance to Regional Offices on establishing priur‘ilics lor
ccun_umic work in member countries; reviews the economic analysis sup-
porting country lending programs; provides specialist resources in sup-
port of the Regional Offices’ country economic work: and manages the
Bunk's program ol research.

As u lurther measure 10 assure quality and consistency in the Bank's
work, lending operations proposed by the Regional Offices are reviewed
by the Loan Committee. The Committee consists ol the Senior Vice Presi-
dent, Operations; Vice President, Finance; Vice President and General
Counsel; Vice President, Projects Stafl; and the Regional Vice President
rgspunsiblc for the loun being considered. It is the responsibility of the
Committee to ensure that each loan is financially sound, and has been
prepared in accordance with the Bunk's policies and procedures,

In addition to the existing Internal Auditing Department, the recent es-
tublishment of the Operations Evaluation Department reflects the in-
cla.:'uscd emphasis the Bank places on an independent evaluation of the
cllectiveness of its operations, Both departments report to a Vice Presi-
tlu'u‘l who has no other operating responsibilities.

The organization chart shows the structure of the support and service
departments of the Bank Group, Of these departments, one—the Lepal
l)c“nnmcnt—scrvcs only the Bank and DA, The others service 114 as
wWell,
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OTHER FIELD OFFICES: * *

Megional Mission In L astern Africa
Regional Miwion in Western Africa
ftevident Miviion in Alghar

At Mivsbon in Bangl.

Teuident Mivbon in Columibila
Revident Minslon in Lthinpia
Reudent Mission in Ghana
Revident Misvion in Indis
Besident Mislon in Nepal
Heskdont Misvion in Nipenia
Hewdent M in Pakistan
Hevdent M o i Sudan
Mo gsnal Misviun in Thailand
Mensdent Misvhon i Tanrania
Hesident Miysion oo Jane
Wewide ot Misvien by fambing

* Ser foutnate 2 o page 20
** See footnote 3 on page 24
R SR Ve July |, 1974 - Vice Prewdent, Unternal Nelatios '
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verseas Qffices and Missions
At December 31,1973, in addition to its main office in Washington and
snall oflices in New York lor contact with the financial community and
the linancial press, and at UN headquarters for ligison with the United
Nutions, the Bank had 19 offices spread over the globe.

The European Office in Paris, largest of the Bank’s overseas offices, pro-
vides conlinuing representation of the Bank and IFC with European
rovernments, central banks and other financial institutions, European
headquarters or activities of other international organizations, and the
European information media, academic institutions and business com-
inunity. As required, it represents the Bank and IFC at meetings and con-
lerences, and provides administrative and secretariat services for Bank
and 11C iissions going to or through Europe. There is a small office in
London,

The Tokyo Oflice is concerned with facilitating liaison between the
Bank and the Japanese Government and the Japanese financial com-
munity. I also serves as a source of information for the Japanese press
and public,

The Bank’s Regional Mission in Eastern Africa, stationed in Nairobi,
and its Regional Mission in Western Africa, stationed in Abidjan, are
responsible for assisting governments in their respective regions in for-
mulating development projects and for providing technical assistance in
economic and financial matters. The Region2! Mission in Bangkok is con-
cerned with project preparation and implementation in Thailand and
Malaysia,

Since mid-1968, the Bank has had a Resident Stafl in Indonesia 1o assist
and advise the Government of Indonesia in the formulation and imple-
mentation ol cconomic policies, the preparation and execution of specific
sector and project plans, and the coordination and mobilization of techni-
cal assistance,

The Bank stations Resident Representatives in a number of countries
to facilitate and supervise Bank operations and, as the need arises, (o pro-
vide advisory assistance. Resident Missions are located in Afghanistan,
Bangladesh, Colombia, Ethiopia, Ghana, India, Nepal, Higeria, Pakistan,
Sudan, Tanzania, Zaire, and Zambia.!

Appendix E lists the Bank's oflices and missions and their addresses.

e Avgust IR0 Iesadent Mision will ulso be established in Upper Volta, and in Septem-
ben U020 o e Vene sl
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‘ ANCIAL STRUCTURE OF THE BANK™ &

The Bank has three primary sources of funds: the paid-in. capital of
p emiber governments, borrowings and the net income from its operu-
Hiuns.

CAPITALIZATION!'

To September 1959, the authorized capital stock of tl:ic Bank was
$10,000 million in terms of United States dollars of the weight and fine-
ness in effect on July 1, 1944, 1t was divided into 100,000 shares of the par
vilue of $100,000 each.

Under the Articles of Agreement, the capital subscription of each
member is divided into three parts:

|. Twa percent of each subscription is payable in gold or United States
dollars, which may be used [recly by the Bank in any ol its operi-
tions. :

2. Eighteen percent of each subscription is payable in the currency ol
the subscribing member. These funds may be lent only with mc_
consent of the member whose currency is lent. The Articles ol
Agreement require each member to maintain the value ol the Bank’s
holdings of currency derived from this portion of the member’s sgh-
scription, if the par value of its currency is reduced, or if the formg,n
exchange value of its currency depreciates to a significant extent in
the member's territories. Similarly, if the par value of a member’s
currency is increased, the Bank is required to return to the member
the increase in the value of such currency held by the Bank. From
time to time, the Bank has been settling with members by receiving,
or paying additional amounts of currency pursuant to these require-
ments?

3. The remaining 80 percent ol cach subscription is not available to the
Bank for lending but is subject to call if required by the Bank to meet
its obligations on borrowings or on loans guaranteed by it. Payments
on any such call may be made either in gold, US dollars, or [I}c cur-
rency required to discharge the obligations of the Bank for which the
call is made.

The uncalled capital under (3) constitutes assets which are availaule for
use by the Bank if needed for such purpose. No call, hm\'cvc.r. has l_n:cn
made against this portion of subscribed capital, The obligations ol the
member, o make payment on such calls are independent of each other;
in other words, default of one or more members would not excuse any

Dollar umounts used in the text of this chapter for capital of the Bank refer l_ln!!mlm! Stikes
dollars of the weight and fineness in elfect on July 1, 1944, Unless otherwise specihed, all
other amounts in US dollars refer 1o current dollars One dollar as used tor Bank capital
equals approximately 1.20635 current dollars

ISpme members have converted part or all ol the Wank's huldings of thewr restoe i vinen
cics into United States dollars 1o be used without restoction i the Bank's aperatne, sub
ject to the right of the Bank o the member o reverse the tansactens
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deterred until the obligation has actually matured but may be made sulli-
ciently in advanee of maturity to enable the Bank to meel the obligation
as 1t becomes due. No member muy be required to pay more than the un-
paid balance ol its capital subscription. On the other hand, as has been
puinted oul, even withdrawal from membership does not relieve a
government 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 ol its subscription) for losses on loans or guarantees
contracted by the Bank before the government concerned ceased (o be o
member,

Thus, the uncalled portions of the subscriptions, while not available for
lending by the Bank, constitute in effect a guarantee of the Bank’s obliga-
tions by the Bunk’s members, with each member putting its own credit
behind Bank obligations to the extent of the uncalled portion of its own
capital subscription.

CAPITAL INCREASES

In buying the Bank’s bonds, investors attach great importance to the
security provided by the Buank’s ability to call on the unpaid subscriptions
of the member countries. By the end of 1958, the outstanding borrowings
of the Bank had risen to nearly 81,800 million. Three-quarters of this was
in the form of US dollar obligations, and it was [elt that the Bank’'s luture
horrowing in the United States would be [acilitated by an increase in its
vapital,

Larly in 1959, the Board of Gavernors decided 1o increase the autho-
rized capital stock of the Bank from $10,000 million to $21,000 million,
cllective from September 15, 1959, Each member was given an oppor-
tunity to double its subscription compared to what it was on Januury 31,
1959, Since the purpose of the capital increase was to raise the Bunk's
puarantee resources, rather than to obtain cash funds [rom member
governments for lending, one of the Resolutions adopted by the Board of
Governors provided that the two percent and 18 pereent portions of this
peneral inerease ol subscriptions were to be called only when required to
meet obligations ol the Bank uarising out of its borrowings or guarantees.
While this Resolution is not legally binding on future Beards of Gover-
nors, itdoes record an understanding among members that these portions
ol subscriptions shall not be called for use by the Bank in its lending ac-
tivities or for administrative purposes.

The doubling ol member countries’ subscriptions without an increase
in the paid-in portion has meant in practice that one percent ol cach
member’s total subsceription to the Bank (rather than two percent) has
been payable i gold or US dollars, and nine percent (rather than 18 per-
cent) has been payable in the subsceribing country’s currency, In addition
o the daubhng operation, a number of countries, including Canada, Ger-
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creases in their subscriptions, To preserve parity ol treatment between
members, the subscription ol these special increases involved the pay-
ment by the member countries concerned of one percent in gold or US
dollars and of nine percent in the currency of the member.

Similarly, when further countries have become members of the Hank
since the 1959 capital increase, the statutory provisions alfecting the two
percent and 18 percent portions have been applied to only half of these
countries’ total subscriptions, so that one percent of each subscription has
been payable in gold or US dollars and nine percent in the currency of the
subscribing member, the remaining 90 percent standing in unpaid form
as additional backing for the Bank’s borrowings. The same treatment has
been accorded to special increases in subscriptions which have been ap-
proved lrom time to time at the request ol individual members.

In view of the fact that the authorized capital o $21,000 million had
been almost entirely subscribed, and that there were a number of new
countries wishing to join the Bank as well us existing members wishing to
increase their subscriptions, the Bank's capital was again increased, in
1963, by a lurther $1,000 million. A similar situation developed in 1965,
the capital was then increased by an additional $2,000 million, bringing
totul authorized capital to $24,000 million.

Upon the recommendation of the Executive Direclors in 1970, the.
Board of Governors approved special increases in the subscriptions of 75
ol the Bank's member countries corresponding to the selective element of
the increases in their IMF quotas resulting from the Fund's Fifth General
Review of member countries’ quotas. In order to accommodate these in-
creases and to provide the Bank with suflicient authorized capital for new
members’ subscriptions and future increases in individual members’ sub-
scriptions, the Governors also approved an increase of $3,000 miilion in
the authorized capital stock of the Bank, from $24,000 million 1o $27,000
million. The increase became eflective on December 31, 1970. The autho-
rized capital stock of the Bank has remained at $27,000 million since then.
By December 31, 1973, subscribed capital of the Bank amounted to
$25,221,900,000. A statement of subscriptions to the capital stock of the
Bank is given in Appendix C.

FUNDS FOR LENDING

. Capital Subscriptions, The portion ol the subscription ol all members
which is payable in gold or US dollars, and the ninc percent portion
paid in national currency but converted by the subscribing members
into US dollars (see [ootnote 2 on page 25) which is freely available
for lending, amounted to $343 million on December 31, 1973, On the
same date, member countries had paid in the equivalent of §2,180
million as subscriptions in their own currencies 1o the Bank's capital,
As already mentioned, these subscriptions are avinlable Tor Bank
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/ lending only with the consent of the member country concerned.
lHlowever, the Bank may freely use such subscriptions to defray its
administrative expenses in meraber countries. As of December 31,
1973, the total of these subscriptions that the Bank had been able to
usc in its lending operations, including amounts allocated to future
disbursements, was $1,845 million. The use of the remainder for
Bank lending was still governed by restrictions.

. Sale of Bank Obligations. The Bank has obtained the principal part of
its lending resources from borrowings. As of December 31,1973, the
Bank had sold its own obligations in various currencies in an aggre-
sate principal amount equivalent to $15,736 million, of which ap-
proximately 39,056 million was then outstanding. A fuller descrip-
tion ol the Bank's borrowing activities is given in the following
chapter,

. Net Income, The Bank's net income, which is derived mainly from in-
terest, commitment charges on loans and earnings from invest-
ments, rose rom $5,3 million in fiscal 1948 to $186 million in fiscal
1973, Most of these net carnings have been allocated to a Supple-
mental Reserve against Losses on Loans and from Currency
Devaluations, and may be used in Bank operaiions. An amount ag-
gregating S815 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
amounted to $1,557 million.

As loans are repaid or sold to investors, the proceeds generally become
available for reuse by the Bank. As of December 31, 1973, the total
amount sold o investors of parts ol Bank loans aggregated the equivalent
ol $2,510 million, Such sales have declined in recent years, the decrease
having resulted mainly from the general scarcity of capital and the fact
that the Bank could not offer yields on portlolio sales as attractive as those
available on other investments, Total principal repayments of loans, in-
cluding prepayments, amounted at December 31, 1973, to $5,609 million,
ol which 83,520 million was repaid to the Bank and $2,089 million w in-
vestors who had purchased parts of Bank loans.,

THE BANK AND CAPITAL MARKETS
The international capital markets constitute the largest single source of
funds for the World Bank. As of December 31, 1973, the funded debt ol
the Bank consisted of 131 issues of obligations, denominated in 14
different currencies, totaling the equivalent of $9,056 million.! This figure,
however, does not indicate the full size and scope of the Bank’s marketing
operalions, as it represents the net outstanding amount In all, the Bank

has marketed 230 issues of securities, aggregating $15,7.6 million.
Bank borrowings to December 31, 1973, are summarized below:

Currency of Issue R
(Amounis in No. of Original Outstanding Oulstanding
LSS milllons equivalents) Issues Amount! Auount Issues (N )

U.S. Dollurs 83 83074 14314 26
Belgian Fruncs 4 81.1 0v.0 |
Cunadian Dollurs 9 210.8 151.7 0
Deutsche Marks 61 3.490.3 2317.0 39
Financial French Francs | 30.7 30.7 |
Halian Lire 3 98.22 98,22 3
Jupunese Yen 15 1,784.0 1,681.2 5
Kuwaiti Dinars 439.] 385.0 6
Lebanese Pounds 304 304 1
Libyan Dinurs 135.1 84.4 2

8

3

2

"

Netherlunds Guilders 208.7 175.3
Pounds Sterling 69.7 4316
Swedish Kronor 327 328
Swiss Francs 30 817.3 524.8

230 15,736.0 9,056.1

Hncluding amounts receivable under contracts.
Nncludes Financial Lire (Lit 20,000,000,000 = $12 459 .997).

As required by the Articles of Agreement, the Bank has created a
special reserve, invested in liquid assets, which may be used only to mect
the Bank's own obligations arising out of borrowings or guarantees. Under
the Articles, during the first ten years of the Bank's operations 4 commis-
sion of not less than one percent and not more than 1% percent per an-
num had to be charged on the outstanding portion of all loans made by
the Bank out of borrowed funds and on all loans guaranteed by the Bank.
The commission was, in fact, fixed at one pereent and with a few excep-
tions was included in the interest rate, All commissions received were set
aside in the Special Reserve, This practice was discontinued on July 1,
1964, when the Special Reserve had reached $288 million. Since then all
loan churges, including the one percent previously segregated as conmis-
sion, have been considered as part of the Bank's regular income, with the
exception of commissions on a few early loans, The commission charge
on these loans subsequently raised the Special Reserve 1o over $292
million on December 31, 1973,

1Expressed in current US dollars, Al further amounts relating 1o borrowings by the Bank
arc expressed in current dollars.
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The Articles of Agreement restrict the amount of louns by the Bank to
[UU pereent of its unimpaired subscribed capital, reserves and surplus. In
Lict, however, the Bank's outstanding loan commitments are ffar from this
maximum and are not likely to approach it in the foresecable future.

The lollowing table summarizes the resources behind the Bank's
obligations as of December 31, 1973:

Due from banks and other depositories S 221,606,000
I estments (ineluding time deposits) 3,569.730.000
Receivable on account of subseribed capital 43?.603‘000
Dishursed loans outstanding held by Bank! 15,250.46]:003
Acerued mcome on loans 164,775,000
Recervithle from purchases on account of '
ellective loans agreed to be sold 81,936,000

Special teserve 292,509,000
Miscellancous assets 233:2]2:000

20,251,834
Less: Due to IDA $404,888,000 i

Miscelluneous liabilities 285,802,000 690,690,000

; _ $19.,561,144,000
Unculled capital subscriptions 27,383,763,000

Total $46,944,907,000

by
Eindistiuesead hin comimiments amounted b §5.560971,000 on December 31, 1971,

DEVELOPMENT OF MARKETS FOR BANK OBLIGATIONS

While the United States market has been a major source of Bank lunds,
it has been the Bank's policy to develop as broad an international market
as practicable for its operations, As an active international lending institu-
Fiun which must go to the market periodically to finance its operations, it
is important that the Bank should be able to tap as many sources of capital
us possible and not be unduly dependent on any one source. The creation
of a broad demand for Bank obligations strengthens the position of 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 international investment community is of the highest.

Holdings of Bank securities are widely distributed, being held by pri-
vate investors and governmental institutions in some 80 countries. As of
December 31, 1973, about one-quarter of the Bank's outstanding
securities was held in the United States; the remaining three-quarters was
held in other countries, including holdings by central banks.

The increased rate of lending now under way and planned for the
future has required a corresponding increase in funds available to the
Bank for its operations, More intensive eflorts have been made in recent
years, therelore, not only to increase the Bank's borrowings but also to
lind new sources of funds, This has taken place at a time when competing
denands tor capatal have made it more diflicult and, in general, more cost-
ly tor the Baok to borrow, The Bank can ofler securitics only with the con-
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sent of the governmentis in whose markelts they are to be sold. Further-
more, to obtain finds, it must offer yicelds to investors which are competi-
live with those nvailable on similar types of sccurities. Thus the average
cost of all Bank olferings during fiscal year 1973 was 6.93 percent. In the
lirst six months of fisca! year 1974, the cost of borrowing rose substin-
tially.

As a resull of its intensified efforts, the Bank borrowed a gross amount
equivalent to $7,770 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 issués denominated in French
Francs, Japanese Yen, Lebanese Pounds, and Libyan Dinars.

The Market in the United States

In the Bank’s early years, only the United States matket was able o pro-
vide it with sizable funds, since capital markels in Lurope were preoc-
cupied with the financing of domestic postwar recovery and reconstruc-
tion. When the Bank prepared to approach the US market for the first
time, it encountered major problems, due in part to investor attitudes
toward foreign investment and in part fo legal regulations alfecting
security sales and purchases.

To overcome these difficulties, in 1947 the Bank embarked on programs
10 disseminate information concerning its purposes, capital structure,
organization, poiicies, and operations, One program was designed (o reach
investment institutions, investment bankers and dealers, and investment
advisory and rating services, which together make up or influence (he
bulk of the bond market in the United States. The other was directed
toward State and Federal authorities in the United States to make the
Bunk’s securities eligible investments for institutional investors.

Both programs were successful, The Bank's securities are readily
offered and traded by numerous investment banks and dealers, and the
principal rating services have listed them as Triple A, the highest invest-
ment rating,

The first public offering of Bank bonds in the United States was made in
July 1947, about two months after the first Bank loan. All subsequent
iesues in the United States were public offerings as well, Currently, 19 of
these issues are outstanding in an amount of $2,571 million.

The Market outside the United States

In addition to postwar limitations on capital markets abroad, the Bank,
when it sought to establish a market for public issues in various member
countries, found that it was faced with problems similar to 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 operations of the Bank, and the legal status ol the Bank
and its securities had to be determined. All member governments coopet-
ated in helping the Bank to overcome these obsticles, os did Switzerland, o
nonmember,
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“I'he Bunk has marketed its obligations outside the United States by
public ollerings ol its securities and by placing securities privately, mainly
with central banks and government agencies. Parts of its public issues in
the United States have also lound buyers in other countries.

Publie Qfferings

To December 31, 1973, the Bank had publicly offered 72 issues of
securitics on markets outside the United States, These issues lotaled the
cquivalent of $2,.918 million, of which 59 issues totaling $2,486 million
were outstanding in whole or in part. They included issues denominated
in Belgian Francs, Canadian Dollars, Deutsche Marks, French Francs,
lalian  Lire, Jupanese Yen, Kuwaiti Dinars, Netherlands Guilders,
Pounds Sterling, Swedish Kronor, and Swiss Francs.

The principal sources of funds derived from public offerizigs outside the
United States have been the investment markets in Germany, Japan,
Kuwait, and Switzerland, The German market was the largest of these
sources of [unds. Beginning in June 1959 and to December 31, 1973, 14
World Bank issues aggregating DM 3,120 million (81,153 million) were
publicly offered in Germany, Of these issues, DM 2,858 million (51,057
million) was outstanding at the end of 1973.

The first public offering of World Bank bonds on the Japanese market
wis made in 1971, in an amount of ¥ 11,000 million. Altogether, six such
offerings have been made in an aggregate of ¥ 98,000 million (S350
million), all ol which was outstanding on December 31, 1973.

Since 1968, the Bank has made five public offerings on the market in

Kuwiit in an aggregate of KD 130 million (8439 million), of which

KD 125 million (§42.2 million) was on a delayed delivery basis until
FFebruary 1974, Aside from bonds on delayed delivery, towal outstanding
Kuwaiti Dinar bonds amounted to KD 114 million (8386 miilion) on
December 31, 1973,

Although Switzerland is not u member of the Bank, negotiations be-
tween the Bank and the Swiss Federa! Council resultea in the signing of a
formal agreement in m'd-1951, under which Switzerlana recognized the
international personality and legal capacity ol the Bank, ind granted it
facilities corresponding in large part 10 those accorded the Bank in the ter-
ritories o' member countries, Since then, the Bank has olfered 19 public
issues in Switzerland, totaling Sw IF 1,445 million, of which 12 issues total-
ing Sw I 950 million (§294 million) were outstanding in whaole or in part
on December 31, 1973,

Private Placements

ANl private placements o' World Bank obligations have been with
purchasers outside the United States—mainly central banks and other
povernmental msttutions, These issues, one hundred and thirty in num-
ber, have been denominated in various currencies, including United
States dollins. As of December 31, 1973, the amount of private placements
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aggregated the equivalent of $9,128 million, of which $3.995 million was
outstanding. :

The largest source of funds through private placements, as .wcll us the
lurgest single holder of World Bank obligations, is The Bank ol an;_m. Be-
(ween February 1970 and the end of 1973, The Bank of Japan lentin Yen
the equivalent of some $1,300 million to the World Bank, virtually all ol
which was outstanding on December 31, 1973. The Deutsche Bun-_
desbank—the central bank of Germany—has been a major source ol
funds to the World Bank since 1958. To December 31, 1973, Bundesbank
purchases of World Bank Deutsche Mark obligations nggrcgutgd the
equivalent of $1,300 million, of which $950 million was outstanding,

In addition to these central bank issues, the World Bank has outstand-
ing four issues of two-year US dollar denominited bonds with central
banks in 75 countries and with other governmental agencies and interni-
tional organizations. The total outstanding vn December 31, 1973, was
$810 million. The Bank began placing these short-term dollar issucs in the
mid-1950s. None of them is held in the United States. The last placement
was in September 1973, when a $170 million issue of two-vear US doltar
bonds was sold to central banks and other governmental agencies in 50
countr'es other than the United States and to one international agency.
Status of Bank Securities

Securities issued by the Bank are its direct obligation. None is secured
by a pledge of specific assets and, as required by the Articles of Agree-
ment, the securities state that they are not obligations of any government.
As explained earlier (pages 18, 25 and 26), however, member governments
are chliged to make payments on their uncalled capital, il this is required
by the Bank to meet its obligations on borrowings. Thus, the uncalled
capital provides strong backing for the Bank's sccurities. _

All the securities contain a provision to the effect that, with a minor ex-
ception relating to purchase money security, the Bank will not picc}gc- any
of its assets to secure other debt unless the securitics share pro rafa in such
a pledge. Many outstanding securities of the Bank contuin sin‘kiu-.g I'u_ml
provisions obliging the Bank to purchase or redeem securitics lor sinking
fund purposes during the life of the issue. .

Under the Articles, holders of Bank obligations do not, as such, enjoy
any genceral exemption from taxes on interest paid to them. The sc;um:_c:a
and the interest thereon, however, are not subject 1o any 1ax () which dis-
criminates against the securities solely because they are issued by the
Bank, or (b) if the sole jurisdictional basis for taxation is the place or cur-
reney in which the securities are issued, made payuble or paid, or the loca-
tion of any oflice or place of business maintained by the Bank. Also, under
the Articles the Bank is not obligated to withhold or to pay any tix on the
interest on the securities.

e 1 R s

Sales of Loans
By December 31,1973, the Bank had sold or arranged 1o sell wonvess
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.
10rs parts ol its icens in a total amount equivalent to $2.510 million, of
wlhiich $2.090 million had beeyy r2naid. Nearly all sules were made without
the Bank's guarantec.

In some cuses, sales are made after the loan contract has been signcd
and disbursements have been made, and these are aesignated as
“portfolio sales.”™ In other cases, sales are arranged at the time the loan
contract is signed and lunds are called when disbursements are made. The
latter are designated as “‘participations.” Portfolio sales accounted for
S1.863 million of loan sales to December 31, 1973, and participations for
S647 mullion,

I‘'or aboul live yeurs, loan sales were an important sourse of replenish-
ment ol the Bank's lendable funds. The peak was reached in the fiscal
years 1962 and 1963, when sales were $319 million and $S273 million
respectively. Loan sales declined therealter due to the worldwide scarcity
ol capital in recent years and the resulting increase in the general level of
interest rates. This increase has made it difficult for the Bank to ofler
vields on loans in its portfolio as attractive as those available on other in-
vestments,

As in the case of the Bank's securities, loan sales have been on a broad
international scale. United States private investors have purchased 30 per-
cent of the total. The remainder was bought by investors abroad, includ-
ing purchases by povernmental agencies of their own government's
obligiations to the Bank.

Loans Sold and Agreed to be Sold
to December 31, 1973

tin LISS nullions ¢quivalents)

Iercent

Amounlt of Total
Purchased by investors outside US 1,762 T
Purchased by US investors T48 U}
2510 100

FINANCIAL STRUCTURE OF D

By its Articles of Agreement, IDA in a legal sense is an entity separaie
and distinct from ine Bank. At the same lime, its particular function is 0
provide financz “on terms which are more flexible and bear less heavily
on the balunce of payments than those of conventional loans, thereby
furthering the developmental objectives of [the Bank] and supplementing
its activities."

IDAs primary lending resources have been the subscriptions and sup-
plementary resources, consisting of three replenishments and special con-
tributions provided by .member countries, chicfly its 20 wealthiest. The
World Bank has made grants to IDA out of its net income, and the
Association has a small net incor ol its own. In addition, IDA hus re-
ceived two interest-free loans fre . Switzerland and a voluntary contribu-
tion rom New Zealand, neith ¢ of which is & member,

SUBSCRIPTIONS'

The Articles of Agreement provided for initial subscriptions by all
members ol the Bank at December 31, 1959, since all were cligible lor
membership in IDA. They were based on a total of $1,000 million, with
ciach member's subscription proportioned to its subscription to the capital
stock of the Bank, In ge~eral, the same formula has been applied to new
members.

In accordance with the Articles of Agreement, members of the Associa-
tion are divided into two groups: Part | countries, consisting of the coun-
tries which are more advanced economically; and Part I countries, com-
prising the developing countries. The two groups make their puyments on
subscriptions in diflerent ways. The entire subscriptions of Part | coun-
trics are in convertible form and are usable by the Association in its lend-
ing operations, while only 10 pereent of the subscriptions of Part 11 coun-
trics is in convertible funds, The remainder is paid in the member's own
currency and may not be used by IDA without the member’s consent.

Seventeen of the Bank's more highly industrialized members were
named in the Articles of Agreement as being eligible for original Part |
membership. Fifteen ol these had joined as original members by the end
of IDA's first fiscal yeas, June 30, 1961, and Belgium and Luxembourg

joined in 1964. Kuwait became a Part I member when it joined all three

World Bank institutions in 1962, while leeland became a Part I member in
1971, and lreland in 1973, As of December 31, 1973, IDA's membership
consisted of 112 countries, of which 20 were Part | and 92 were Part 1l
members.

The initial subscriptions of Part I members, all of which have been paid
in, agpregate $754.475,000, or approximately 74 percent of total initial

Dollar amounts used in the text of this chapter for subseriptions and contobatwns of THA,

the Swiss loans and the prant Trom New Zealood, reler to United States dotbais gl the wedn
and fineness in eflfect on Junuary 1, 196U Unless otherwise specibied, all snbhier sty
refer 1o current dollazs. One dollur of 1960 equals approximtely 120000 coavrent dollas
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subscriptions, As of December 31, 1973, initial subscriptions of the 92
'art 11 members represented 26 percent of the total and aggregated
$269 897,000, Of this amount, $26,989,700, or 10 percent, had been paid
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 | members had
mde additional subscriptions in the amount of $28,405,920, and 69 Part
I members had taken up their rights and made additional subscriptions
amounting 10 89,223,040, of which $801,100 were in convertible funds. In
addition, by the same date, a number of Part II members had rcleased all
or part of the remaining 90 percent portions of their initial subscriptions,
otaling over $24.7 million, for use by the Association under various terms
und conditions,?

Thus, IDA's total usable resources available from initial plus additional
subscriptions by December 31, 1973, armounted to $835,391,000, The
Association held another $226,610,000 in surrencies and noles not yet
available for use, representing the unreleased balance of the 90 percent
portions of initial subscriptions and the additional subscriptions of Part 11
members.?

i s s

ADDITIONS TO RESOURCES

Under the Articles of Agreement, the Association was directed 1o
review the adequacy of its resources in the light of the schedule of pay-
menis on initial subscriptions, which were to be completed over a period
ol live years and approximately cach five years thereafter, and to autho-
rize o general increase in subscriptions il thought desirable. The Articles
also authorize the receipt of supplementary resources from any member,
on terms and conditions to be agreed upon. Increases in subscriptions,
replenishments in the form of supplementary resources and special con-
tributions o IDA are subject to approval by the legislatures of the in-
dividual member countries.

First Replenishment

The Executive Directors reviewed the adequacy of IDA's resources in
1963, and recommended that they be replenished. It was agreed that
replenishment should take the form of supplementary contributions
rather than a general inerease in subscriptions, which would involve ad-
justments in voting rights and other complications.

In June 1964, a First Replenishment of the Association's resources was
approved by the Board of Governors: TDA was authorized to receive sup-

Somme ol these Tinds aee avanlable anly for use in the member country.

Compensating payments by the Association or the member are required, os appropriate, 10
st the il value of these currencies, so long as they shall not have been initially
At o e xehanged Tor the carrency of another member, This applies also o the cur-
renies ol Pavt T aemibers
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plementary contributions nggregating $741,375.000, including contribu-
tions agreed to by Belgium and Luxembourg, which becume members in
mid-1964, Initial subscriptions of these two countries increased the
replenishment to 750 million, available for commitments for the period
up to . lesst June 30, 1966. In addition, Kuwait decided to participate by
makin~ 1 _ontribution equal to its initial subscription of $3,360,000, 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 Replenishment :

In September 1968, the Board of Governors approved a Second
Replenishment of IDA’s resources, authorizing 1DA to reccive contribu-
lions aggregating approximately $1,200 million. This amount was made up
as lollows: §1,170,480,000 from the then 18 Part | countries; special sup-
plementary contributions (see also page 40) totaling $17,520,000 from
five of these countries— Canada, Denmark, Finland, the Netherlands, and
Sweden; and a 50-ycar, interest-free loan equivalent to about $12 million
from the Swiss Confederation (see Other Resources, page 40),  not a mem-
ber of IDA. These funds werce to be made available to IDA at the rate of
$400 million annually for three years. The date for the first payment was
originally set for November 8, 1968, but because of delays in bringing the
Second Replenishment into effect, was finally deferred to August 22,
1969,

Because of the balance-of-payments problems of the United States, the
replenishment resolution provided that, during the three years ending
June 30, 1971, and for so long thereafter as permitted by the state of its
resources, IDA would call upon the US contribution to meet disbursc-
ments on new credits only for the amount needed to finance procurement
in the United States. Amounts deferred, however, would be subject to
subsequent call, thus permitting the entire amount of the replenishment
to be committed. As a necessury corollary to this arrangement, a number
of other participating countries agrecd (o permit a compensating acceler-
ation of IDA’s drawings upon their contributions in order to meet dis-
bursement requirements, The report of the Executive Directors accom-
panying the Second Replenishment Resolution provided that sym-
pathetic consideration wou'ld be given to any other contributing member
which in the future, on prounds of scrious balance-of-payments
dilliculties, requested delerment of drawings upon its contribution to the
Second Replenishment,

The US Congress did not act on the replenishment in 1968, so that the
Second Replenishment did not come into effeet that year, This reduced
the funds availuble to IDA for commitment, causing a diminution in
IDA's lending activitics in the first half of fiscal 1969: Therelowe, 1 othes
participating countries— Australia, Austria, Canada, Denmak, Finliad,
Germany, Japan, the Netherlands, Norway, Sweden, and the United
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‘Kingdom—took steps to make advance coniributions 4gainst their"

pledges (or a total amount of $244,520,000. Canada and £ astralia made
availuble for immediate commitment their entire contrit ations of $75
million and $24 million respectively, while the remaining nine countries
made 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
ol the proposed total of $1,200 million. By January 31, 1971, IDA had re-
ceived the full amount of $1,188 million from Part I member countries,
Third Replenishment

In February 1971, the Board of Governors approved a third general
replenishment to increase IDA's resources. This provided that 18 Part |
und three Part 11 countries would make available to IDA about $2 409
million for the three-year period ending June 30, 1974, subject (o any
necessary legislative action, The 21 members included Ireland, Spain and
Y ugoslavia, in addition to the then 18 Part 1 countries. These amounts
were o be made available in the form of additional subscriptions and con-
tributions carrying no voling rights. Subsequently, Iceland, which had
been a Part [l member, changed to a Part | member and agreed to make a
contribution under the Third Replenishment.

Switzerlund also agreed, subject to parliamentary approval, to matke the
Association a 50-year interest-free loan equivalent to about $35 million
(Sw IF 130 million), payable in three equal installments in 1971, 1972 and
1973 (see Other Resources, page 40).

In order for the Replenishment to have become effective, member
countries, including at least 12 Part I countries, pledging not less than
$1.900 million, were required formally to notify IDA that they would
make their specified contributions. Although the original target date was
June 30, 1971, delays in poutification by a number of members made it
necessary to postpone the effective date several times.

Since by the end of June 1971, all of IDA’s available funds had been
commitied for specific projects, 15 members made advance contributions
towiard the Third Replenishment during fiscal year 1972, amounting to
$448 million, without waiting for the agreement to become effective.
These countries were: Australia, Canada, Denmark, Finland, France,
Germany, lecland, Ireland, Japan. Kuwait, the Netherlunds, Norway,
Sweden, the United Kingdom, and Y ugoslavia, Two of these—Ireland und
Yugosluvin—were Part [T members of IDA. In addition, Mexico, also a
Part I member, made $2 million available by releasing part of the 90 pe;-
cent portion ol its initinl subscription.

By June JO, 1972, 16 of the 19 Part | countries had sent their notifica-
tons (0 IDA hut their combined contributions were still $561 million
below the mandatory amount agreed upon for the replenishment to
hecome ellective, Finally, following completion of the action necessary (o
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Replenishment came formally into eflect on September 22, 1972,

In connection with the Third Replenishment, it had been agreed thal
the voting power of each of the Part I members, should be adjusted 1o
reflect more accuralely their share in the total financial contributions ol
all of the Part ] countries in the Association. This adjustment was cllected
by providing that a portion of each Part [ member's contribution under
the Third Replenishment would be in the form of an additional subscrip-
tion which would carry voting rights. Part Il members had the right to
make additional subscriptions to the Association in order to permit them
to maintain the relative voling power of all Part Il countries as a group.

Fourth Replenishment

IDA's resources, including those provided by the Third Replenish-
menl, were expected Lo be fully commitied by June 30, 1974, Accord-
ingly, consultations with the Association's member governments were
initiated in 1972 on the need for a further replenishment to provide addi-
tional commitment authority by July 1, 1974, In September 1973, 24
members of IDA nlus Switzerland came to an agreement that this should
be done through a Fourth Replenishment in an amount equivalent o
$4,500 million in current US dollars over a three-year period.

Under the agreement, Ireland and New Zealand were to join for the,
first time as Part I members in a proposal to replenish IDA, Ireland having
become a Part I country during 1973 and New Zealand joining the
Association as a Part I country under the new replenis. ment. Purt 11
members participating were Israel, pain and Yugoslavia, Isracl proposing
for the first time 1o join as a contributor, Switzerland, although not an 1DA
member, announced ils intention to participate also in this Replenish-
ment by seeking parliamentary approval of a 50-year interest-Iree loan.

The contributions recommended under the Fourth Replenishment
agreement were in the following amounts:

Mart 1 Countries USs thuiu!mll' Part 1 Countries L'SS (equiv alent)!

Australia 90,000,000 New Zenland 11,745,000
Austrin 30,600,000 Norway 49,500,000
Belgium 76,500,000 South Africa 9,000,000
Canada 274,500,000 Sweden 180,000,000
Denmark 54,000,000 United Kingdom 499,500,000
Finland 25,200,000 United States 1,500.000,000
Frunce 253,545,000 1415700 000
Gierminy 514,500,000 Purt 11 Countrics K413:190,000
leelund 1.350,000

Ireland 7,500,000 Isruel 1,000,000
Ltaly 181,350,000 Spain 13,331,000
Japan 495,000,000 Yugoslavia _ 5,000,000
K uwait 27,000,000 19,333,000
Luxembourg 2,250,000 Switzerlund _ 06,079,147
Netherlands 132,750,000 Total 4,501,102 147

1r\ttl||lcla| New York noon exchange rates of September 27,1971
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* The Bourd of Governors, in a Resolution adopted on January 31, 1974,
upproved the Fourth Replenishment of IDA's resources. Similar to pro-
cedures under the Third Replenishment, the Resolution provided for an
adjustment of the voting power of all participants under the Fourth
Replenishment, including arrangements which would permit Part 11
members (0 maintain relative voting power as a group.

Special Supplementary Contributions

As has been noted previously, special supplementary contributions
totaling §17,520,000 were made by Canada, Denmark, Finland, the Neth-
erlands, and Sweden under the Second Replenishment of IDA's
resources. Morcover, Sweden has made seven additional special supple-
mentary contributions aggregating the equivalent of $49,500,000, while
Denmark made another one of $15 million. Norway has also made a
special suppl~mentary contribution amounting to $1,320,000. A full state-
ment ol 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 the fiscal years 1964 through 1973: $50 million from in-
come earned in the fiscal year 1964, $75 million each in 1965 and 1966,
S10 million in 1967, $75 million in 1968, $100 million each in 1969 and
1970, and S110 million each in 1971, 1972 and 1973. When the first
transfer 1o IDA was approved in 1964, the Board of Governors of the
Bank adopted the following statemeni of policy, which remains in effect
today: *Any transfers to the Association will be made only out of net in-
come which (i) accrued during the fiscal year in respect of which the
transfer is made, and (ii) is nct needed for allocation to reserves or other-
wise required to be retained in the Bank's business and, accordingly, could
prudently be distributed as dividends.”

Other Resources

Under the Articles of Agreement, IDA is authorized 1o borrow funds
and to issue and guarantee securities. In June 1967, the Association en-
tered into an agreement with the Swiss Confederation, ratified by its
Parliament, under which Switzerland lent IDA the cquivalent of USS$12.1
million. The loan was made on the same terms as those on which IDA it-
self extends credits for projects: the loan is interest-lree and is repayahle
in forty annual installments beginning July 1, 1979, The proceeds are
freely convertible and usable in any member country and Switzerlend.

A second loun agreement for the equivalent of US$35 million was en-
tered into by IDA and the Swiss Confederation in November 1972. lis
terms are the same as those of the first loan, with repayments to com-
mence on November 8, 1983,

In December 1970, New Zealand, which is not a member of IDA,
agreed (o omake o voluntary contribution to IDA equivalent to USSS5.6
midhon, pavable m live equal annual installments beginning in 1971,
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Net Income . .

IDA’s operating income has been derived [rom the survice charge nf Y
ol one percent on the disbursed portion of credits and from interest on -
vested funds. Through December 31, 1973, cumulative net income
totaled $79,788,5C0,

The Artic!zs of Agreement made the Board of Governors responsible
for determiniig the disposition of net income, **having due regard to pro-
vision flor reserves and contingencies.” So [ar, no separate eserve has
been established and no disposition of net income has been made.

Usable Funds Available to IDA
as of December 31, 1973

(expressed in current USS)

Initial Subscriptions
Part | countries (100% of subscriptions)
Purt 11 countries (10% of subscriptions)
Part 11 countries (part of 90% portion of

§ 910,159,800
32559000

subscriptions released) 29,820,200 $ 972,539,000
Additional Subscriptions
Part | countries (100%) S 34267400 ‘
Part 11 countries (releused) 966,400 15,233 800

Supplementary Resources
Iirst Replenishment
Second Replenishment

S 898,410,000
, 1,433,142,100

Third Replenishment 2.754,569,500
Special Supplementary (Sweden,
Dermurk and Norway) 79.395.800 S.J65.517 400

Lopns from the Swiss Confederation $5.983,100

Cantributions from New Zealund

(non-member) ;.tl]]!i':g::
epayments iy
ke e 100,000

Paruicipation

World Bank transfers (less authorized
grants by IDA lor agricultural research)

Accumulated net income

809,020,000
79,788,500

S7T0M.973 400




LENDING POLICIES AND PROCEDURES

[n most major respects, the lending policies and procedures of the Bank
and IDA ure identical. Both institutions lend anly for projects or programs
which are of high priority for the borrowine country’s economic develop-
ment, which are cconomically and technically sound, and which have
satisfactory prospects of being carried out and operated successfully. The
two institutions apply the same methods and standards in determining for
whal purposes loans or credits should be extended and in deciding what
conditions need to be established to assure that these purposes will be
achieved,

The two institutions differ, however, in the character of their financing
and in their terms, The Bank lends to creditworthy countries at long term
and at interest rates lower than, but related to, market rates. IDA was sel
up Lo assist countries whose balance-ol-payments prospects do not Jjustifly
their borrowing on conventional terms all the capital they need, and its
Articles state that it is to provide finance *on terms which are more flexi-
ble and bear less heavily on the balance of payments than those of con-
ventional loans." IDA, therefore, lends for 50 years, charges no interest
and mukes only a small service charge to cover its expenses,

LEconomic Considerations

The basic purpose of Bank and IDA financing is the effective promotion
of 4 member country’s economic development. To ensure the effective-
ness of this financing (and that provided by others) and 1o be able to help
countries in all phases of their development, the Bank has to know and
understund the economies of i 5 member countries and keep in touch
with their progress. It seeks o obtain a comprehensive picture of the
structure and development prospects of the cconomy by assessing its
agricultural, mineral, industrial, and human resources, its basic lacilities,
such as transport and electric power, the quality of its public administra-
tion and education, its external trade and payments, and its internal fi-
nances. Against this background, it discusses with the government the
country’s development plans for the next few years, znd their feasibility
and probable cflectiveness. This is a continuous process which includes
the preparation of periodic reports, and frequent contacts with politica’
leaders, government officials, und the financial and business community,
For countries in which the Bank is particularly active, formal and informal
contacts resultin a continuous dialogue on economic policies, the direc-
tion ol development and the flow of development finance. A requent ex-
change of views and review of specific problems is especially important
for countries for which the Bank has organized or helped to organize con-
sorti and consultative groups, discussed on pages 59-63,

Ancimportant part of this task is carried out through country economic
missions whieh the Bank sends out periodically, The work ol country eco-
notme mssions has expanded continuously in recent yeurs, in the num-
ber of connties covered, in the scope of reports and in their frequency.

ll"

-

The missions serve a number of difl‘crcpt purposes. Thcy azsilﬂ?)ow;(\:::‘-‘
ments in the analysis and formu!auon of _ccpnomuf de ncc?jc(i i
programs and policies. They also provide mc basic in l'orn'.a.l_t’nnor iyt
determine the Bank Group’s own strategy in }erms of lh; suf‘.‘ dirc.clcd 2
ing operations and the sectors z(\lnd afclas :Po:?i::csh the lending is
e ; with economic and social pri - > .
‘ltc:r:diﬂssrmi:u task of these economic missio?sln.s to form an o‘r‘nin ;Gﬂllt‘]‘l:
what is sometimes referred to as the coun.lry s° perfonr;lancc, rc.s.s. e
manner in which it is handling its cconomic a'ﬂ'a:rs and the plroials S
making toward achieving its cconomic and ;oclal d'evclo?‘mer;bgcm -.:uhich
leuds to judgments about a country’s "t‘:rcd'nwonhm?ss, a shc Jsi;rc e
is discussed below. The missions vary in size uccgrdmg u; :. . ';lvlalvu:1
cconomy they are studying and the compl-;-:iuy ol 11'1-{ p‘rt.n u;v. i b u;
They are composed mainly of Bank stall, w?lh 11:‘||‘llc||1.llilul.| ;).n‘{ e -ﬁm
lime of officials of various specialized agencies ol ll_u: Umu,‘d ations &
ol individual consultants and members of consu?ung firms. —
The reports of these missions are m'ndc u.vmlablc‘ lollp&: '{xr}]—:mna
Dircclors, assisting them in their cons:d.crullon lof.mdn.u ual le 8 }1Ht
operations, They serve as the documcnt:‘mon of aid c.oor'dtzat}zorj gnrcc{il;
by evaluating the progress of the countries r?pqucd’on an L clri‘S ;m.‘i
Regional development agencies, the 'J_nncd Nalions .mc!:ts n_ginlh;\‘.c ..
others engaged in development ﬁpuncmg are also su;mlu.d_ \;n.l “I. e
ports. The Bank has recently instituted a program ol publis nng: :;-L t.uw
country economic reports, subject to the approval of the country in g
1105’111355:‘30’} fl?lscc;vhoic cconomy of a mcmpm country flrc ('f!lt:l“lf\lpﬁl:;;‘
mented by more specialized studies o_f particular sectors or :,'ul:l.luu:s: .
the economy, such as agriculture or highway 1runspo_n;mon. .:r_a. ?’ly 5;‘\ tl
ies of issues such as urbanization, employment Hl“ld tr.mu_mc dlu,tr: 1lu :::J'l‘;
The importance of prcinvcstmcnl_ ‘progrums' in :scumg‘ blrm.n..s‘r:mu_
prioritics and determining the leasibility _uf projects and iht..’ : JS]C‘:'( i
tions necessary for their success is recognized, and the H'.Irlk‘.;h(\;;ll’ ing,
this field in close cooperation with UNDP (see pages 67 and 6B).

LENDING STANDARDS

[n making a loan, the Bank is obliged under its Anwlcs't'}‘IA'B[I)-CCHI::\::;([‘;:
pay **duc regard to the prospects lhnll the h‘nrruwcrl, fmcl. if n:..‘ {'T-n,bli "l..
not n member, that the guarantor, will be in position lul [11l:Ll l'b': b ‘Lr,l.l-
tions under the loan,” The Arlicles I'urlhcr_cnjum the Bank lll'][;“.- m;-m.
dently™ in the interests both ol the borrow!n'g couqtry :md.lf!“u..l i:_”n.
bers as a whole, Even apart [rom these provisions c.nl the Arlic ;.:u.,‘u. ‘-u 2
plicit in the concept of the Bank as a qmu_nu:nu uv:ulufm_n lILh‘ILl‘!.:.I Lo
operate on a sound business basis and with funds bor ruw‘ulltn | u.. n..IH .,|"
that it should make loans only whgrc ll\c.rc are rcatwnnh‘; |mf-|u : e
repayment. A country meeting this test is often refered o as on
worthy.
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“Bank loans arc made in foreign exchange, not in the borrower's own
currency. The Bank is, therefore, concerned with the ability of the bor-

rowing country to make forcign exchange available for service payments.

Belore u loan is granted, a judgment is made as to whether it is in uan
amount and on terms which the prospective borrowing country can rea-
sonably be expected to service, taking account of its existing and prospec-
tive debts not only to the Bank but tr 4ll external lenders,

The amountand structure of a country’s existing and prospective exter-
nal debtis a major element in this judgment. The outstanding external in-
tebtedness of the developing countries has risen rapidly in recent years,
lo the point where sone countries are now devoting 20 percent or more of
their Toreign exchange earnings from experts of goods and services to the
servicing ol their debts. In some instances, serious problems are being
created by the peaking of debt-service obligations in a short period and by
exceessive borrowing on short term.

A country which would not be able to service all the capital it could
ellectively use, if it had to borrow on conventional terms, may neverthe-
less be justified in obtaining capital from abroad on concessional terms.
Such a country is eligible fur IDA credits, provided its economic perfor-
mance is satisfactory. However, IDA credits are not confined o countries
which have completely exhausted their creditworthiness for conventional
loans. In some countries, creditworthy by Bank standards, the external

capital required to achieve an adequate rate of investment is so large that
the debt-service burden would quickly reach a critical level if the whole of
this capital were borrowed on conventional terms. In the circumstances, it
may be justifiable for IDA or other sources of “soft" funds to provide
wsistunce even while some creditworthiness for conventionul horrowing
stll remains, Bank/IDA “blend" lending may be achieved by joint Bank
and IDA financing of the same project or by separate Bank and IDA
operations in the same country,

With the supply of IDA lunds limited and with the great needs of the
poorer of the developing countries for capital on concessional terms, there
18 the problem of how to allocate IDA funds on some rational basis. As a
rough measure of need, a per-capita income of around $375 per annum is
taken as the upper limit of o country's eligibility to receive 1DA funds.
There are some countries below this limit which have suflicient eredit-
worthiness for borrowing on conventional terms and so do not receive
any amounts (or any significant amounts) of IDA funds. Countrics below
these limits, i their economie performance warrants it and they have
worthwhile projects ready for financing, receive amounts which ire based
on vatious considerations, including population, poverty, the need for ex-
ternal capital, cconomic performance, and the capital likely 10 be
lorthconung lrom other sources,

Fhe Bank, charped under its Articles to encourage international invest-
mentandatselta ereditor, has o direet interest in the ereation and mainte-
nanve ol satsbactory relations between its members and their loreign

44

creditors, Where the Bank or IDA are co
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ntemplating lending 1o a member

i i ispute over a
country whose credit is impaired by the cx}stcn‘cc of :_L,dtsp\_:::;(?pr:up-
delault on its foreign debt or over compensation for forulbp-ro el
crl; which has been expropriated, it must first be satisfic i

government is making reasonable efforts to reach a settlement.

) es of Lending . ' )
Iff'?:f; Bﬂnfk‘s Articles oFAgrcemcm.rcql.nre th af “i‘oanls) mr.;c:clho(: ?:Jj:[::):l.
ieed by the Bank shall, except in s;_)ecu;)l c;:::;?;;::?:ﬁi ?rhc objclclive =
of specific projects of reconstruction or s .051 e
this provision is to assure that loans are usu_l or ll e most p b
5 commit the Bank to a single inflexible lending :
2?:32 Lln?ioisa:;ldiﬂ‘crem sorts of gndcrmkings + for the purposes of
Bank lending, considered to be projects. i el o
The term upf{)jccl“ is interpreted s cmnprh?tn.r. H l\'nn‘ml.\tl. LI el “
ment (like a dam with power plant and transmission llfli.l‘lfl ‘:J\L .h;m'ﬁ b
lated or similar investments in 2 partlcula}r sccqt.or {hL“l[“L:rL r;tmm.!i”“
highway sections, or a time slice of a rmlwu_y h.lerl‘ li. Twn:urs (cg: o
authority's long-term investment progrum},'urm different sec I dc.n{;:!m
ban projects, including housing, 1rans;.mn:1.t.|on uf:d way(:jr s:;r;;;‘zic'll iy
in specificd urban areas). Some ~‘-prc.)Jecls onl)‘provr: e ! 'cr.lcm i
wnce for the preparation of specific investments, o'r uT mu’ ﬁ:,nci-.l ik
vestigations or studics. A project can also consist ur i ‘|0¢|.1_ tm ad W‘.:Iop;ncm
lermediary to finance its :lclivi“c';:lgc?crt:“);‘i::)}:izqﬁ:'ltl'I:Q Ca:m st
veam in a particular subscctor. The ferme /pics e} ans
11::‘::.:\:2110':nucpn1 finance institutions which rcicml‘tu s-u?t‘)':“tr:):::[r:i::1-.:11:-:—
industrial sector, Examples ol the latter are loans lf) :I[,TI‘L'EI &‘ '-1.”., ! -,m']
institutions to help finance specific inarogrmnl.«:.lz-.m..l1 s p:h. 'm;_l I;m.
livestock improvement, construction of sqmll |fngnl‘w‘n .“:r")lr ‘s.u.i £y
farm distribution systems, or the introduction ol‘ mc{‘h‘fm'flbIL-Llcll'mcnl\'.
fertilizer and seeds. Projects consist normally ul hollrw .1.1n‘L;1 ‘t‘.m}-.‘.md o
(c.g., the construction of civil wurl-;§ or the pruw.s.mn ul.t:fsu:ih:nu'cq .m g
tangible ones (e.g., institutional 1mpmw‘:mcnt:~., p:.} .u_) ¢ ‘.”:,m.-c
training of management and lst-.lll?. l:();\\l{;ﬂll;;\:r\n I:I::'y\,::?:‘_i n.unpm_jul b
ayecinl circumstincees, the Bank mi i SR .
prl:r?llnl; louns where they provide 11-1c most clncc.:_w.c w:_t_\:‘I::I.CI;LII]?::I;::;::
development of o member cou mry‘l51:::I:I::'L?If;l:::l;:::t11::;;m:n Wi.1 e
when a borrowing umu_\lry p}r-.:wcn .5 i ‘ : . ) |L ; ;;,mr;wmw
porting economic and lm;mf.'ml p.ulu:u:n. judged to l;r?vt‘u;d ey i
basis for external assistunce in a given amount, l::ul then 'L. --;nm,( o
resources Irom external lenders in support ol t_hc '}r:)l;.r'.ln:r ‘:|. o
achieved eflfectively and expeditiously by linancing inc n: ui 1 oo
Most of the yrogram lending has taken the Fu'rm ol the Provisiol ’
:'\t::'\itgrl\]lcl:‘t:bl1::t1gt‘ 10 enuble m;u_crinis nnn_l cqymmcnl 1“,1!.,\[.... ||I-I::::::::-.I.1
which are important to the effective use nl.uxlsljnr_ .pm: IT\ . .,",“'l RN
The procedures for examining and processing Progrum loans
are similar to those for project loans.
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PROJECT IDENTIFICATION AND PREPARATION

The lending operations of the Bank and IDA are formulated and evalu-
ated within the framework of a country’s development program. Through
i close working relationship which Bank stafl maintains with officials in
the planning and technical ministries n* borrowing governments, the
Buank cxemines the sectoral priorities and the relationship between given
projects and those priorities in order to determine which projects should
mike up its lending program. At the same time, it tries to work with the
borrower Irom the carliest stages of project formulation in order to ensure
that the project will be of a type and provide a rate of return to which the
lfank can respond favorably with a minimum of changes in the proiect.

Horrowers can, therefore, avoid devoting substantial resources to proj-
cetidentification and preparation (often extremely costly), only to find
thut the Bank has quite different views on the priority or technical
leasibility ol the proposed approach. Involvement in the early stages of a
project has another advantage: It greatly facilitates forward planning with-
in the Bank, allowing the operational departments 1o see the size, shape
and timing of the work load ahead, and the financial departments to make
appropriate provision for future levels of lending,

Involvementin the early stages of current projects leads naturally to the
Bunk being concerned, in a preliminary way ot lcost, with borrowers’
plans for future projects, The Bank does not, of course, commit itself in
advance to financing particular projects or groups of projects. But by
assisting governments in the formulation of development programs, and
by working with borrowers to prepare high-priority projects for external
fiancing, itensures that by the time a formal request lor financing is sub-
mitted, many critical issues will already have been raised and agreements
feached. Through this process, up 1o and including the stage of project ap-
prasil, itis often possible o introduce modifications in a project to fit see-
toral priorities better, to reduce its cost, increase its elliciency, or improve
its financial or organizational features, Sometimes a substitute project or
one conceived on a somewhat dilferent scale has been found to be more
productive than the one originally proposed.

While some of the work of investigating the suitability of a projeet Tor
financing is carricd out by stall members attached to various field oflices
ol the Bank, particularly in Africa, most of the work is done at the Bank's
headquarters in Washington. Here, the stall' studies all available informa-
tion about the country and the project. In addition 1o studying its own
files, the stall takes advantage of material availuble from other institutions,
national and international, public and private. Information from ull these
sources 18 supplemented by information specifically requested from the
horrowen

{Ier of Consultaniy

Fhe bovrower has the final tesponsibility for the preparation and imple-
mentihion ol the project. Frequently, however, the borrower lacks the
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capability 1o deal with the variety and complexity uI: fﬂl the fuctors ’mc
volved. and the Bank may require that it engage qualificd consultants (0

advise it in this work. The tasks for which L‘Oﬁ:il{llunls miy be needed V:'nll y.
greatly from project to project, but they may include some or ;1_!5 u! { I.L|
following: sector or [easibility studies; management or orgum_.r;u'mln.n

studies; special economic or envirqqmcnlai stu_du:s; prc!m‘m?.u_\f
engineering or detailed design of the facility; prcpuranon.ol'Spcmﬁ.uum.::js
and invitations to bid; analysis of bids and recommcnduugn to which bid-
der the contract should be awarded; inspection of the equipment ordcrct.i.
and arrangements for shipping and insur:mcc;_ supervision of constrm.:
tion and installation; design and implementation ol lra[r.u_ng Programs;
and the initial control of operations of the completed fucility.

When. in the Bank's opinion, consulting engineers m'lulhcl cxperts
should be brought in to assist those responsible I"ur \ nrn_lutf.‘lhv ”'-'-‘".l‘-.
often helps the borrower prepare detailed terms ol l’cltiﬂ.'.llctj'. I |l‘t: chuice
of consultant is made by the borrower, but the Bank satisfics |lsg|l that the
consultant chosen is suitably qualified: It believes that a selection sl_wuldi
he made on the basis of qualification to perform the wufk;nol on price. 1
the chosen consulting firm is owned by or ussociated with 4 contractor ot
manulacturer, the firm is required to limit its role on the prfi_lcci l.u provid-
ing consulting services, und to disqualily itsell and its associates from con-
struction work or supply of equipment.

PROJECT APPRAISAL

No study at headquarters, however, can provide all_lhc ir}l'mm;uiun ..unl
understanding required. At some stage in the processing of i loan ol L'!\.'tl
it. one or more missions are sent to the borrowing country 10 giin Illﬁ'l-‘
hand knowledge of the project. The composition ol lhc_ mission and lf\
responsibilitics depend on the task at h:m_d. I may consist u'f one u.r_‘l.\m
persons, or of hall a dozen or more of various u-.mhﬁu;llmns. The mission
members are normally drawn from the s!nll' but, since lhu. Bank c.n.\un':
keep on its permanent stall'a sullicient number of experts in c.,ch ul‘ H:L'
many helds which it may be called upon to examine, il 1ru.:u.:uu.{1l y
employs independent consultants for x;wcmu.j short-term assignments, n.r
borrows technical experts for this purpose from member governments,
international agencies or private firms, o y
f“t:‘l‘;lg:“:‘: ;:rungcmcn tl.ti for a close working relationship with vurmu?
UN and other international agencies, as detailed on pages 14-16, ll?c‘ “.""I\.
has sccess to their expertise and cxpcricnl{c, .whllc ll':cm: u.u;ur‘..u.tllulnr.‘:
have acquired a financial partner with o special interest in nhcllr rc‘s;'n.um'
ficlds. The result has been that the number and scope u! projects umm'n,
forward for Bank financing has increased and their quality has improw (

As already indicated, an analysis ol a cou niey's economy provides the
general framework within which an assessment c?t. any e ienlae projeet
presented 1o the Bank for financing s made Ih.r. analysis mdhicates
whether the project is in a seetor which s ol prionty o the cconomig
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tlcvcluplmcnt of the country concerned. The appraisal of the project itself
lnftr:ully lrtv:).Ivc{: the investigation of six different aspects: ccorr:oriig :;571

_n:cn!‘ organization al, managerial, operational, and ﬁnan’cial The réla:’: .
importance of these different aspects can vary considcr'lbly; accordi e
circumstances and to the type of project. l i s

Lconomic Aspects

prlr.;':|:-'i(|)|nm|“1c a?pccl:s gf the appraisal are fundamental. They logically
D all other aspects since the Bank will not finance a project unless it
can be f.‘lumunslrulcd that the project represents a high-priority use of
country’s resources. A purely financial analysis normally does not rc \?'da
in ;up.:uu:nc basis for judging a project’s value to the econom sl?n0 ’ﬁc
nancial ;:nul;lvsis looks at a project only from the limited vicwngnl o{t:'elh-
v'uluw; entering the project’s own accounts, An economic or social anal y
sis louks at the project from the viewpoint of the whole econom‘ kd' :
wh'ulllur the latter will show benefits sufficiently greater th: Lol
to justily investment in it, i
an'l;:':rc‘{‘:un‘?mm benefits produced I?y a pr.ojecl normally take the form of
o |"n‘ (‘.lec output ofgoods‘or services, either directly or indirect!y (as in
“; ‘.J.rl,u,. L]flSS of'c?m-ruducmg projeCl‘s_). This increased produclirjn will
generate many different forms of additional income, such as increased
wages or employment lor labor, larger government rcv‘cnucs hlighcr c"tllrl;u-
ings |L?F the owners of capital, or, most frequently, some ¢ ‘ binati 8 of
these income benefits, \ Sy
|,‘-I|:1-|1;h‘-' I‘arglc l'n.:tle'l‘l}‘ of cases, it is possible to quantily project costs and
snelits, and to construct a rate of return or some other appropriate test
Strcams ol 'Iulurc costs and benefits are calculated, using either :n:lrk J| or
shadow prices, as appropriate. These cost and benefit streams flrctdi(:r
counted to arrive at the project’s estimated rate of rclu‘rn 'l'h;: ]-lucr
then Fump;trcd with the minimum ecarning power of l.'ilpii‘ﬂ iud: T :
propriate Iqr cuch country. While the rate of return is an ir‘n ;tirl%‘;l !P
that all projects with quantifiable cost and benefits mﬁst pass lil i\i‘lc‘l'i l"-thl
CTHL:.L:CI-:HC its importance and to misinterpret its signilicané;:r 'I‘h'c r:I.lt):( nT
zl-"“;l'n ?}- Y n.cccs.s;tr}' _ctm!lrn'.ing test ol 1_1r0j|:t:l5 that have 1o be jusliﬁc.il
vithin a much wider frame of reference, in which basic project objectives
and the nature of project benefits (eg., foreign-exchange savings n:“
creased employment and improved income distribution) play ‘rn:linr“r;ﬂcs

Techmical Aspects

Ii.w :.mpruisnl of the technical aspects of a project involves the in
vestigation ol the detailed engineering and other plans lor its ;'nn:; ”"
lum,l'm:jlcmmll:uinn and operation. The main items cunnng.umlcr :'-;L
lnrulllnu'. include the proposed scale of the project, the types of process 1[::
l'n|u|1unclnl to he vsed, the location and terrain of the project, is I't‘ ::1 !
and desipn, environmental consequences, and the avail |hltlily ulf'}tll\l'
vitions Lactors ol production, such os lubor, power and raw ;n'ucriwl\' Tl L
techmeal sl available o the borrower, both for carrying uu; lhc' plrltuu::t;
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and for operating it, is evaluated, a‘;l'ld a judgment is reached whether out-
side help is required.

An important part of the technical appraisal of a project is an investigi-
tion of the assumptions on which the cost estimates have been calculated.
This includes a detailed review of cost estimates and contingency
allowances, and an investigation of the proposed arrangements for buying
materials and contracting cnnstruction work. The Bank is concerned that
the borrower shall obtain the best value for the money spent — an objec-
live normally obtained by requiring international competitive bidding for
orders and contracts (see pages 53 and 54).

Organizational, Managerial, Operational Aspecis

As a lender and as a development institution, the Bank places particular
stress on the organization and management of the entity responsible for
the execution of the project. During appraisal, the suitability of the
organization, and the adequacy and compelence of the management arc
examined. If one or the other is found wanting, remedial sieps ar¢ 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 running
the enterprise, at least during the initial phase; or those for the longer
term, such as a management study, a reorganization or the creation ol a -
new autonomous agency to operale the project. In either case, the need
for truining local staff to fill positions at all levels is examined, and truining
programs may well be included as part of the project. The objective of this
aspectof the appraisal is to make sure that the project is adequatcly carried
out and that a locally staffed institution, capable of contributing cllectively
to the development of the scctor in question, is created.

The difficulty of recruiting qualificd managementis particularly acule in
agriculture. To help alleviate this problem in Africa, the Bank has cstab-
lished at its Regional Mission for Eastern Africa in Nairobi an
Agricultural Development Service which consists of a group of experts
available, on a reimbursable basis, for employment by governments in
Eustern Africa to assist in the execution and management of agricultural
projects. In other parts of the world, in a few cxceptional cases where it
has proven impracticable 1o make other arrangements, the Bank has
engaged individual experts whose services have been made available to
borrowers. on a reimbursable busis, 1o help,in the organization and man-
apement of agricultural and other projects which it has financed,

Financial Aspects

The purpose ol the appraisal of the financinl aspects of the project 18
generally to ensure that the financial conditions for sound implementa-
tion and ellicient operation of the project are met. The scope ol this aspect
ol the appraisal varies, of course. considerably with the natiie ol the pro)
et and whether it is ruvcnuc-prmiuéinu (e, industiy, utihines,
agriculure) or not (€&, education, most highway projecis)
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lfor projects which involve the marketing of a product or service by an
enlity, the appraisal includes an investigation of the availability and cost
ol the raw materials, power, labor, and services needed for production,
nd the prospects for marketing the product or service profitably.

In every case, it is necessary lo ensure that satisfactory accounts will be
muintained to permit effective controls over expenditures and revenues,
and lo disclose the financial position of the project and enlity carrying it
oul. In every case, also, since the Bank finances only a part of the invest-
ment cost ol a project, it is necessary o ensure that funds from other
sourees are available on acceptable terms to maet the balance of the cost,
This may be relatively simple where the government is able, without
dilliculty, to provide the rest of the necessary lunds from budgetary
sources; or it may be complicated, as in 2 project to expand or modernize a
revenue-carning concern, where all the financial requirements of the con-
cern during the construction of the pi1ject must be considered.

The financial appraisal also evalua s the earning power of revenue-
producing investments from the stan Ipoint of the entity, industrial spon-
sor or other investor who would mak them, in order to ascertain that it is
sulliciently attractive 1o warrant their participation. Establishing that the
entity carrying out the project is in a position to manage its business in a
cost-effective fashion, is another important aspect. Further, many of the
entities which are beneficiaries of a Bank loan or IDA credit need 1o ex-
pand continuously to serve their develupment function. An essential pur-
nose of the financial appraisal in these cases is to determine that such en-
lilies are able, through adequate earnings, to mobilize internally and/or

externally the resources necessary for their growth,

TERMS OF LENDING

In the light of the projections und findings as a result of the investiga-
tion of the various appraisal aspects, arrangements are made, as necessary,

1o ensure the achievement of the objectives of the loan or credit, and 1o
protect the Bank’s or IDA's investment.

Bank Loans

The Bank normally makes medium- or long-term loans, with the prin-
cipal repayments beginning at the end of a period of grace and thereulter
spread over the remainder of the life of the loan, In cstublishing the
length of its loans and the grace period, the Bank lollows the principle that
the terms should be related to the characteristics of the particular project,
adjusted in appropriate cases 1o the prospective balance-of-payments and
external-debt situation of the borrowing country, Normally, the grace
period is desipned o run until the project becomes operational and starts
o yield cconomie benefits, while the calculation of the amortization
petiod takes into account the estimated uscful life of the project.

Fhe rnte of interest eharged by the Bank on its loans is kept as low as is
compatihle with the need o magintain the Bank's finuncial strength and
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{ation. In determining the rate, due regard is given to llr'ﬁ: .rlcnc'i;fi:‘t;
ir ? arn s the maintenance of an adequate ratio of BanX C.‘l s
B“‘nk ; carnmg.;c ments on funded debt; the muin{cn:mcc_of a reasoni .1 -,
e I-ecmc:n capital und reserves; and the accumulation ol ad\fuu':l.‘
r;‘er‘:/t;;c};J}:::‘ standard rate for Bank loans at the end of 1973 was 7V per-
res 3
g i annurlr:::nk loans is charged only on that part of a loan which hu:

Jisriont dilsburscd. To compensate the Bank for the cost of ho!d.'ng,
?Cmcills"faebncj;g their disbursement and to cncoumgc“borm(\lvcrsn 1:;1 é][ld:
i i i ally made o -
ly, a commitment charge is normally g
3?5\;&15?(1{1:5:32:?;?& loan. This charge is now % of one |p?rc?1j:cz?l:::l\
from a date 60 days after the date of the p..m ‘!1, penk:
I it type of borrower, the terms of i loan are ll.\L‘t! :Il l.lfa. Hme
Forall b“{: Otiv?:l and remain unchanged throughoul its 1'”‘::‘-'1“": lu:
e l_oani;Sa Il)(l:n}:.m to a development finance company—i ﬁn.uu:.nl .m :.n
ccp(illic;:\ whose principal function is to proy n.de me-'iu m- ':m.d lo.n;,nou;:‘r:u“v
:E::ncc gor investment in productive enterprises. A :.qul._z.:lt:?f:] :Tiorli?;niuﬁ
u;.-;mgcd to conform substantially to lhc‘aﬁgg £ 1h3c, Ba;k‘s e
schedules of the loans made by the comipi i, nn T
loan to a new development finance compar y e At e g
able to build up its business to an adequate Iy 2 may e b
ih'ncrgc only from the dates the finance company itself commits

its borrowers.

1DA’s Credits o 2
i { ¢ - 1are
In keeping with its directive to provide L.nance “on terms I\I':?La:_lh“w
more flexible and bear less heavily on the balance o['puj P:wi:jvc ‘\inmhy
‘ sredits ate, hi firtus
) ional toans.” IDA’'s development credits, to date,
ol conventional loans,™ | Tl S s i
; ars and have been interest free.
all been for aterm of 50 years ¢ v
:tlJ commitment charge. A servire charge of % of onc percent ?Llr'llnn\z:ml
1o meet IDA’s administrative costs is payable on tl;c;rr;::;ig;:o&g i
[ ' anding. The credits have carried gre iod: (
withdrawn and outstanding. : : B et
| i as to begin. Thercafter, one pe
cars belore repayment has ehyang oot
?"; repayable annually for 10 years and three percent .mnu.;!lé rffr:}bcr 5
30 years. The only exceptions made to these terms, is (]J : cl([-,lsqimncc
| s i illi W cU AlSS H
1973, were 15 small credits totaling $17.1 million 'l'o‘r IL‘L m;o; i
und énginccring (project preparation), Thcit;c c.rui;_l:. r-.ul;,rruccc Bl bt
i alte S
2ATS spayment due to begin ¢
normally 10 years, with rep
ing from two to four years. Rl | s
mlitrwfns not intended that the concessiondary _u.‘rmb of IDA h-l|m,rl:f.;¢1}q
should‘rcsull in the extension of financial subsidies to th. .u.’lu.:h:ml_:l "
s : . -
on which IDA funds would be ecmployed, or'lh.n lDA‘ 1u‘n%l i
used to finance a project which could not satisly normal crite | e
i ’ AHICUS eV .
nomic and financial viability, Accordingly, when TDA finance

\ g b
n i Ti wi Linere sl |ul."}]'llll tlt'l\llﬂ U
3 s [l \kl‘\‘ I\: dlﬂl‘, e |-" h‘. nereasel
I()ll }\\IBUSI 1. lQT“. ”ll. l a :

future louns.
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pr'mlucing project, the credit is extended to the government which then
relends it for the project on more conventional terms. This has the effect
ol providing the government wit, e balance-of-payments relief in-
lended, while avoiding any relaxa*in of the financial discipline required
in the execution and administration of the project itself,

l'ormal Negotiations

If, alter thorough investigations, the Bank is satisfied that a loan or
credit can be made to the applicant country, and that the proposed project
18 suitable for financing, the potential borrower is invited 1o begin formal
nepotiations. Since most of the problems should have been settled during
the course of the economic analysis and project appraisal, it is usually
possible to complete these negotiations within a few days. When agree-
ment has been reached on the project and on the terms and conditions of
the flinancing, the loan or credit agreements and supporting documents
arc presented to the Executive Directors, together with the recommenda-
tion of the President, for their approval.

Alter approval by the Executive Directors and the signing of the loan or
credit agreement, a further period elapses beflore the agreement becomes
cffective, The coming into effect of the agreement depends upon the
fulfillment of certain prescribed conditions. Only after the agreement has
become effective can the disbursement of funds begin.

Types of Expenditure Financed

Normally, a Bank loan or IDA credit provides foreign exchange for ex-
penditures on imported goods and services required [or the execution of a
project. These include the loreign-exchange clement represented by the
imported component of domestically produced goods and foreign expen-
ditures under civil-works contracts with local contractors.

The Articles of Agreement also permit the Bank in “exceptional cir-
cumstances™ (IDA in “special circumstances™) to lend foreign exchange
to finance local expenditures. The circumstances justifying this kind of
lending are typically those in which a country needs more funds for its
development than it can provide from its owA savings or from loans (rom
external sources other than the Bank, and wher these additional funds
cannot be effectively transferred by lending only for imported goods and
services required by high-priority proiscts.

The ability to finance local expendiiures thus provides un element of
flexibility, enabling the Bank and IDA 1o lend for projects of grealest ben-
efit to the country's development, even though the foreign exchange re-
quirements for these projects may be small. A decision whether to finance
local expenditures, and 1o what extent, is made in the light of the particu-
b circumstances prevailing in the country and the nature of the project
1o be financed,

Close serutiny is made of requests for the reimbursement ol expen-
dities incatred on projects belore financing has been approved by the
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Executive Directors. In those cases where s;:lume Ir::li-mt;ur:rc“r‘r:lt:rliltt ?sf é)::
i [ { cly small. -
[ to, the amount is usually relativ : :
expenditure is agreed to, - B end
{ itures on studies, preliminary ing
fined normally to expendi \ i ey
it sparation of the project, or for p _
her work essential for the prep ( i /
?vlurk such as site clearing and construction of acces? roads ru:c:c:::.‘;glyufruS
i L expe c
j tly, Reimbursement for pas .
1e project to be started promp imbur . il
lFior cponjsuuclion work, equipment or similar llems_!'or.mm‘g lhe_ main item
of expenditure on the project itself requires special justification.

METHODS OF PROCUREMENT

The Bank and IDA are required by their Articles of Agrgemcnl }o cn
.ure that the proceeds of their loans and credits are .u.'wfl wuhldm a'.h..n
T'nn to economy and efficiency. Though responsibility lor projeet u:;;u;}-{
l;on rests on the borrower or other entity specifically cgnuurnud, flul" d.".
has a direct interest in seeing that the resources it provides arc used in i
cordance with its Articles. ' /

The action taken by the Bank with respect to the procu,rcmcn{l:nrotn
cedures to be followed in the execution o!‘pro;c;tshdcpc n_dslvil;]ydn:;z b

i articularly on the nature of the project, ¢ a)
the circumstances, particularly : ' ( iy
in which the Bank’s financing is applied. In general, three considerations

come Lo bear: . :
I. Tie need for economy and efficiency in procurement.

2 Th; Bank’s interest, as a cooperative institution, in giving illl 1115
; ! ’ A
member countrics, developed and developing, an Oppor!ll.lnlé) t
compete in providing goods and services financed h,:.' the Bank. o
3. The Bank's interest, as a developmen institution, in u_mmr.q,nu.
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tivil works, domestic contractors in countries with a per-capita income of
less than US$200 are presently afforded a margin of preference of 7% per-
cent.

There are, however, a number of cases where international competitive
bidding may not be appropriate for certain clements of the project or in
special cases for the entire project, In these cases, other methods of pro-
curementarce used, butin each case the caoice of the method o be used is
determined in agreement with the Bank and in accordance with the con-
siderations of economy and efliciency called for by the Articles, The ex-
ceptions include the following types of cases:

I. The character, size, location, or amounts of the civil works to be con-
structed or equipment and materials to be purchased are such that
international competitive bidding is unsuitable and uneconomical,
and other methods of procurement (e.g., local competitive bidding or
normul government procedures) are more appropriate.

. The needs for compatibility and standardization of the new with ex-
isting equipment or for early delivery sometimes require procure-
ment from the criginal supplier or a limited number of qualified sup-
pliers of similar equipment,

. The equipment is proprietary ‘= character (i.c., available from only a
single manufacturer). Excepuions (2) and (3) usually are limited 1o
only a small part of the procurement under a project.

The project consists essentially of the provision of funds to a finan-
cial intermediary for relending. In these cases, the funds are ex-
pended by a large number of subborrowers over a period of years lor

avariety of items, and international competitive bidding is not leusi-
ble.

In any event, the Bank satisfics itself that requests for exemption from
international competition are Justified, that the goods and services 1o be
contracted are suitable for the project, and the terms of the contract are
reasonable. Bidding procedures and the recommendation for the award of
the bid arc the responsibility of the borrower, subject only 1o review by
the Bank with regard to the suitability ol the goods or services and the re:-
sonableness of the terms of the contract.

SUPERVISION AND DISBURSEMENT

The interest of the Bank in a project does not end when finance has
been agreed and the ficcessary documents have been signed. Effective ex-
ceution of the project s essential, if its developmental benelits are to be
realized, and the Bank has a continuing concern with this process. Prob-
lems inevitably arise in the exerution of projects, especially those involy-
ing Larpe-seale and complex construction, Larly warning ol difficultics
ks it possible 1o discuss solutions with the borrower in good time, In
s way, st namber of obstacles 10 the suceessiul accomplishment of a
project can be avoided or quickly overcome.
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AUDIT AND EVALUATION

The Bank and its afliliates have the responsibility of providing
assurance to its sharcholders and creditors that resources provided by
them are gdcqualcly protected and are achieving desired results. This
assurance is provided through audit and evaluation in five main areas:

1. financial accountability; :

2. compliance with applicable policies and procedures;

J. reliability and adequacy of internal management information

systems;

4. ellective and efficient use of resources;

‘5. evaluation of the results of operations.

I'o :whic_vu this, the Bank and its affiliates undertake a continuous
program ol independent examination and review of their activities from
both vutside and within their organizations.

lAn international firm of independent accounlants and auditors is re-
uun_cd annually by the Bank and its affiliates to examine and to report on
l‘hcu' ﬁ'nunciul positions and results of operations as reported in published
hnanceal.smlcments. In addition to these services, the Bank maintains a
slubsmnual internal capability for audit and evaluation which is organiza-
_llona?ly independent from units directly responsible for financial, admin-
istrative, lending, and other activities. This capability is centered i‘n an In-
ternal Auditing Department and an Operations Evaluation Department
u_ndcr a Vice President who hus no other direct operational respon-
sibilities. ‘

The b.n.'iiu difference betwcen the work of the two departments is one of
cmphasis rather than coverage, as both departments have unrestricted ac-
cess o ;!ll I;u:livitics of the Bank and its affiliates. In Internal Auditing the
-t:mplmms is on internal controls and related systems and procedures used
in conducting and managing operations, whereas in Operations Evalua-
tion ll_u: emphasis is on the economic impact of operations and their con-
tribution 1o development. In carrying out their responsibilities both
tlL‘p:lrimc‘l\!‘i scek (@) to improve performance by identifying possible
means ol improving the elliciency and cllectiveness of operations and ol
use ol resources; und (b) to measure whether programs and activities meet
stuted objectives and are being conducted in accordance with applicable
policies and procedures,

Internal Awditing

‘Inu,jrn‘:il auditing in the Bank and its afliliates has the overall objective
of assisting all levels of management in the effective discharge oll' their
rcsmnmilnhlum by furnishing them with independent and objective
;uulll_.-i and appraisals of financial, administrative, aceounting, and other
achiviiies. With the primary emphasis on controls, internal auditing is con-
cerned with reviewmy, and appraising their soundness, adequacy :mﬂ ip-
pheation iuud i promaoting ellective control at reasonable cost, In addition
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{o being concerned with the effective utilization of resources, compliance
with policies and procedures and with other means of protecting the in-
terests of the Bank and its affiliates, internal auditing seeks to determing
the reliability and validity of accounting, financial and other data used by
management. Findings and recommendations developed during each
audit are reported to the department concerned and to senior manage-
ment to alert them to matters needing improvement. In its work, the
auditing and reporting standards applied are those generally accepted by
the accounting profession.

Operations Evaluation

In the course of its supervision work and dialogue on economic matters
with member countries, the Bank accumulutes i good deal of experience
which it tries to apply in subsequent operations cither direetly or alter
special reviews of the policies or programs aflected. Within about a year of
the completion of loan/credit disbursements, projects supported by the
Bank and IDA are briefly reassessed by the Operations Evaluation
Department in the light of history up to that time and Jaking current
prospects into account. The purpose is to determine whether the objec-
tives, on the basis of which the financial commitment was made, are bein®
achieved and what the reasons are for any deviations. Particular attention
is given 1o any modifications in the project or in its institutional structure’
that resulted from the Bank's advice. Individual projects or groups of proj-
ccts are sometimes selected for deeper evaluations, designed o identily
more fully their impact and that of the Bank in its assistance to them, and
10 reconsider more broadly how far the original objectives were correct
and how. with hindsight, they might have been improved, Systemalic
reviews are also carried out, on 4 sclective basis, by the same department,
of the application of Bank policies regarding the management and use of
its resources, and its lending procedures and standards, with o view to
assessing their efMiciency and effectiveness in the light ol experience, Sug-
gestions that cmerge from these various types of studies are discussed
with the operating departments involved and [ollow-up reports arce pro-
duced, reviewing their respenses and the pertinent actions taken,

Joint Audit Committee

The activities and work programs of the two departments arc subject to
review by a Joint Audit Committee consisting of six Execcutive Direclors.
This Committee has the responsibility of satislying itsell’ that the internal
audit and operations evaluation activities of the Bank and its allilintes are
adequate and efMicient. Italso has the responsibility each year to nominate
for Exceutive Dircetors' approval a firm of independent accountints 1o
serve as auditors for the coming (iscal year, Meetings are held with repre
sentatives of the selected firm to discuss the scope ol its exannation, to
review the audited financial statements and (o consider s findimyps and
recommendations,
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'Thc Cnm_mltlcc serves as a focus for consideration by the Executive
Directors of the financial control and operations evaluation procedures of
the llamk.:md il_s affiliates. Its review of audit and =valuation activities :nod
rcluul:d dtscusmlons with responsible officials and the external auditors
pr‘owdc a continuing channel of communication to all the Excculiv.
Ptrcc!qrs and hzlp to assure them that the financial affairs of the Bank anﬁ
its alliliates are being properly conducted. The Committee reports a
l'lll:lFIY to the Executive Directors on its discussioﬁ with the independ iy
auditors and on the results of its review of the internal audit anz copt:t:j;-l

COORDINATION OF DEVELOPMENT ASSISTA.N.CE

Effective coordination among multilateral and bilateral donors' of assis-
tance, and between donors and recipient countries, is an important cle-
ment in the development effort. It 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, [t can
also facilitate better planning and execution by the developing countries,
and so enable them to use assistance more productively.

AID COORDINATION GROUPS

The Bank has taken the lead in forming groups to coordinate the flow of
financial and technical assistance to individual developing countries. Aid
coordination groups provide a forum, in which a country may regularly in-
form donor governments of its problems and agpirations, and in which
donor governmenlis can exchange information about their respective
programs and activitics in the recipien’ country. They help to maintain i
flow of aid to recipient countries; 10 coordinate the flow of external fi-
nance and technical assistance from different sources; and to facilitate its
cficient channeling with a view to meeting recipicnts’ 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 aid
tying and suppliers’ credits.

The first aid coordination group was organized by the Bank in [958,
when interested donor governments and institutions juined in a Consor-
tium to pledge emergency financial assistance to India. This was followed,
in 1960, by a similar Consortium for Pakistan. For certain othei develop-
ing countries the Bank has organized Consultative Groups which serve
the same basic purposes as the Consortia, but do not endeavor to arrive
formal commitments of assistance on the part ol the member govern-
ments. Specific aid commitments arc negotiated bilaterally between the
recipient and each donaor.

By December 1973, the Bank was chairman of 16 aid coordination
groups organized to assist the following countries: Colombia, the East
Aflrican Community (Kenya, Tanzania, Uganda), Ethiopia, Ghana, India,
Koren, Morocco, Nigeria, Pakistan, Peru, the Philippines, Sri Lanka,
Sudan, Thailand, Tunisia, and Zaire, The Bank also participates in meel-
ings of aid coordination groups, organized under other auspices, for In-
donesia and Turkey. Twenty-six aid-providing countries have been
associated with one or more of the Bank-sponsored coordinating groups.

Where appropriate, regional development banks and other interni-
lional organizations, such as the Development Assistance Commitlee
(DAC) of the Organization for Economic Co-operation and Development

Hn this seetion, the term “donor®” means a government of interpovermental oranizatng
which provides technical and/or finaneial assistance by way of grants o foans
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(OECD), the European Investment Bank (EIB) and the European
Development Fund (FED) of the European Economic Community (EEC),
and the Kuwait Fund for Arab Economic Development are also partici-
pating agencies. UNDP and IMF participate in all the Bank-sponsored
groups.

In the Western Hemisphere, the Organization of American States has
developed a regional system for reviewing country economic performance
and problems as well as requirements for external assistance through its
Inter- American Commitlee on the Alliance for Progress (CIAP), The
World Bank and the Inter-American Development Bank, the Interna-
tional Monetary Fund, and USAID are closely associated with CIAP in
this ellort. The participating organizations coordinate their roles through
an Inter-Apency Advisory Group which does preparatory work for the
CIAP country reviews, thus strengthening and improving the program.
The Bank's economic and other reports are part of the documentation lor

these reviews, and are also used by the CIAP Secretariat as background
and supporting material,

Conditions and Responsibilities
The lollowing conditions must be met before the Bank will take the ini-
tiative to establish an aid coordination group:
1. The country is receiving substantial external aid from several
sources and there is prima facie need for coordination.
. Both the recipient government and the aid-givers representing the

bulk of external financing to the country agree that the Bank should
organize some sort of coordinating machinery.

. There are reasonable prospects that the Bank or IDA will itself be in
a position to provide financing for the country's development.

. A sullicient volume of projects can be cxpected to be forthcoming
(with the help of tlechnical assistance in project preparation if neces
sary) to provide an adequalte vehicle for external assistance.

. Governmental machinery should be in existence oflfering reasonable
prospects that coordination can have constructive resulls,

The Bank's participation in groups organized by others depends on
whether, in its judgment, these conditions (other than (2)) are met.

The Bank assumes several responsibilities in relation to coordination
groups ol which it is chairman or in which it participates. On the one
hand, the Bank attempts to provide information and objective analysis,
based on extensive field work, 1o assist aonor countries in their delibera-
tions, On the other hand, it assists tne developing country, wherever
possible, to assess nceds and to ute assistance eflectively. It makes
periodic comprehensive reports on e recipient country’s developrment
possibilities, problems and performancze, [t comments on the country’s
own estimate ol aid requirements, and makes recommendations concern-
ing the type and terms of aid which seem appropriate, When requested to
do so, the Bank nssists the recipient country 1o prepare or revise its
development program, and advises on problems of exccution. It may also
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help the government (o identify projccls,'arrung_e feusibilityl smdncs‘.
determine major or key preinvestment technical assistance requirements,
and establish priorities for investments. N
The functions and mode of operation of Bank-sponsored cuurdu?;-.l.lu'.r:
groups may vary consideriably from one counlry‘ to another, and their lll}l.b
is evolving with time and experience. The Bank's ap?rouch has been pr:u.-l
matic: varying techniques have been used as the dilferent and f:hu_ngmll,
circumstances of particular countries have rcquir‘cq._ln She Bank’s v1'cw, it
would be unwise to force all aid coordination activities into any particular
{ formal.
pnl:id:;:l;?:ncc has shown the usefulness of rcgular_n)eelings of locu{l
representatives of the principal aid do nors and the rccl:lplcnt governmen :
Some of these local coordination meetings are uru:mlw.cd :".1.d ch:ure.d h.gl
the recipient government, others by h)t:u!vrc'.plcscnl:ilwuh‘ ol mturn;unfn.;
organizations. In all cases, the Bank is willing to help prepare them an

carry them out,

CO-FINANCING .

Joint action can be useful for an individual project as w:cll as for a ni-
tional cconomy. On many occasions the World Bank has joined with Olhct
lenders in financing specific projects. Since 1969 alpnﬂ: or cxamplc, lhi.:
Bank has joined with Sweden in providing finance in 17 cases, mCIU(_lff‘lll..
projects in Bangladesh, India, Ethiopia, K:enyn: Tanzania, apd Tu'f“-ml
with Canada for 15 projects, including projects in Bangladc_sh‘ Indl..l ll?l.
Botswana, and other countries in Eastern and Wcster_n AI‘nFa .:md_ in lIu:
Western Hemisphere; with France for 24 pl‘O_]ccf:S in Africa, with ll\,
United States for 14 projects, inter alia, in Indonesia, Turkey :m_d suw...r.l-.l
countries in Africa; and with the aid agencics of Qermapy (six cn.y.x).
Japan (two cases), Norway (two cases), and .lhc Upllcd !(mgdorz_l ‘(leghs
cases) for projects in various countries in Africa, Asia, Latin America, an

ibbean. : -
th’cﬂ(l:;‘r[lltimk has also financed projects in a mllmbcnt of Latin American
countries, including Brazil, Colombia and Mexico, 'wnh lhg [mcr—Amqn-
can Development Bank: in Indonesia unq Thailand W‘llh -lhc ASI:\{I
Development Bank; in the People’s Republic orCongo: Liberia, Mal:\‘wl,
and Somalia with the African Development Bank, ?nil in Jordan, Sultslan.
Tunisia, and Yemen Arab Republic with the Kuwait Fund for Arab Eco-
i ment.

no?l::clcjcpvrcolj?:?:ls. in Ivory Coast, Somalia :‘md Turkey, were ‘I'Imn?:c.cd
logether with the Europeun Dcvclupmlcnl Fund of lhc’l-.uropu,.n ‘.qu-
nomic Community, and two projects, in Senecgal and 'Iurkc'y,.h‘:gt,lj:r
with the European Investment Bank. Examples of larger projects Wllllf‘l.
the Bank has financed jointly with other Icmlt{rg are the Vc.mlm ‘le
power and aluminum project in Ghana, the l’usr} [crulm-u‘ |1.|n_|'ul.‘l in In-
donesia, the Las Truchus steel project in Mcmgu, the M".'" Dam m
Nigeria, and the Roscires Dam and irrigation project in the Sudan,
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Other Aid Coordination Gro.'ns in which Bank Participates

The Bank and IDA also joined with governments of eight countries 10
form the $1,200 million Indus Basin Development Fund, which was s2t
up in 1960 to finance the construction of irrigation and other works in
Pakistan consequent upon the setilement of the dispute between lndu
and Pakistan over the sharing of the waters of the In<".s Basin. The mamn
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 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 hehall of all co-lenders in prepas
ing the project as well as in supervising its implementation. In some cases
of co-financing with official bilateral assistance, the bilateral funds can be
used for purchases in many countries as freely as Bank or IDA funds. In
these cases, all goods and services are procured after international com-
petitive bidding, and each contract is financed pro rata from the severul
sources of funds. In other cases, funds from a participating country are
available only to finance contracts placed in that country, either afier in-
ternational competitive bidding or from a separate list of goods and ser-
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 bilateral
export credit agencies offering funds on commercial terms. In such cases,
the Bank has played a major role in initiating, organizing and supervising
the joint financing process which involved, in essence, arranging for vx-
port credit agencies to provide, on commonly agreed appropriate terms, an
agreed share of the financing for acommon list of goods and services to be
procured under international competitive bidding.

In other instances, the Bank and the export credit agencic - have each
financed different lists of goods and services, with bidding o1 .= 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 Lo take credit terms into accountin the
contract adjudication. The terms of bilateral financing have varied widely
as to interest rates, period of grace and amortization.

Groups
Colombia

Ilnlcrsm'tlnmcnla! Group for Indonesia sponsored by the Netherlands,

JIZIIZ(Cl)<\|1'cms‘:1:cc!. Consortium,

A= Member.
0= Ohserver,

Bank-Sponsored Aid Coordination Groups

December 31, 1973

p= Paticipating International Agency

AID GROUPS

Consortia
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East Africa

Pakisian
Consultative
Ethiopia
Korea
Morocco
Nigeria
Peru
Philippines
Sudan
Thailand
Other

Sri Lanka
Indonesia!
Turkey?
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The Bank and IDA also joined with governments of eight countries to
form the $1,200 million Indus Basin Development Fund, which was scl
up 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. The 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 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 behall of all co-lenders in prepar-
ing the project as well as in supervising its implementation. In some cases
of co-financing with official bilateral assistance, the bilateral funds can be
used for purchases in many countries as freely as Bank or IDA funds. In
these cases, all goods and services are procured after internationual com-
pelitive bidding, and each contract is financed pro rata from the several
sources of funds. In other cases, funds from a participating country are
available only to finance contracts placed in that country, either aller in-
ternational competitive bidding or from a separate list of goods and ser-
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-carning projects in conjunction with biluteral
export credit agencies offering funds on commercial terms, In such cases,
the Bank has played a major role in initiating, organizing and supervising,
the joint financing process which involved, in essence, arranging lor ex-
port credit agencices 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 agencics have each
financed different lists of goods and services, with bidding on the list car-
marked for bilateral inancing open only 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 thercunder,
and in particular reserved the right to take credit terms into account in the
contract adjudication. The terms of bilateral finuncing have varied widely
as 10 interest rates, period of grace and amortization,

bl

Turkey*

Hatergovernmentzl Group for Indonesia sponsored by the Netherlands

Bank-Sponsored Aid Coordination Groups

December 31, 1973

p= Partcipating International Agency

“OECD-sponsored Consorlium
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CONSULTATIVE GROUP ON
INTERNATIONAL AGRICULTURAL RESEARCH

In May 1971, a Consultative Group on International Agricultural
Rescarch (CGIAR) was established under the sponsorship of the World
Bunk, FAO and UNDP. By December 31, 1973, in addition to the cospon-
sors, membership consisted of 13 donor governments (Australia, Belgium,
Cunada, Denmark, France, the Federal Repubiir of Germany, Japan, the
Netherlands, Norway, Sweden, Switzerland, the United Kingdom, the
United States), other governments representing each of five developing
repions of the world, the Ford, Kellogg and Rockeleller Foundations, the
Alrican Development Bank, the Asian Development Bank, the Inter-
American Development Bank, the European Economic Community, and
the International Development Research Center. The Bank is Chairman
of the Group mnd provides its Secretarial.

CGIAR was formed to mobilize financial support lor international
agricultural research efforts intended to raise the production of crops and
animals 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 ol ecological, economic and sociul
fuctors. Its objectives include helping to synchronize national and inter-
national agricultural rescarch elforts: encouraging the application of
research results in national programs; and discussing the financial re-
quirecments for high-priority international and regional research activitics
over a long period of time, keeping in mind the special needs of the
developing countries.,

Hie Centers

The Group is supported by a Technical Advisory Committee (TAC)
consisting of 13 experts with wide experience in the agricultural problems
ol developing countries. The commitiee is responsible for advising the
Consultative Group on the principal gaps in agricultural rescearch, on the
international and regional programs which deserve priority, and on the
ultimate levels ol financinl support for the international agricultural
research centers. At present, members of the Group are supporting 10 in-
ternational research ellorts, Six of these are the responsibility ol institu-
tons carrying out fundumental rescarch on major crops, and some are ad-
ditionally concerned with farming systems in their respective ecological
arcas. The institutions are: the International Maize and Wheat Improve-
ment Center (CIMMYT) in Mexico; the International Center ol Tropical
Agriculture (CIAT) in Colombia; the International Potato Center (CIP) in
Peru; the International Crops Research Institute for the Semi-Arid Trop-
ivs (ICRISAT) in India; the Institute of Tropical Agriculture (II'TA) in
Nigerin, and the International Rice Research Institute (IRR1) in the
I'h vppines

The vomters exercise care that their programs are of & complementary
rather e competitive mature, Each conducts research in crops or pro-
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duction systems that promise improvement over broad regions of the
developing world, and cach has an international board of trustees and
stafl. :

IRR] and CIMMYT date back to efforts begun in the 1940s, CEMMY'T
developed the new high-yielding strains of wheat, and IRRI the new
strains of high-yielding rice which, as lurther adapted by local rescarch,
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 fertilizer and other neces-
sitics. Each of the six crop centers is now engaged in trying to develop a
package of varieties and cultivation methods which will directly benefit
the small farmer who does not have access to these advantages.

Recent Initiatives

CGIAR also is supporting research activitics to improve livestock pro-
duction: CIAT in Colombia has programs concerned with cattle and
swine, and two other centers are concerned with cattle production in
Africa. The International Laboratory for Research on Animal Discuses
(ILRAD) was established, in 1974, in Nairobi, Kenya, and discussions are
in progress regarding the formal csteblishment of an Internutional
Livestock Center for Africa (ILCA) to be based in Ethiopia. ILCA will car-
ry out cooperative research programs in the major cattle-producing coun-
tries of tropical Africa.

Finally, recent initintives of the Group are leading to the establishment
of a field-trials program of the West African Rice Development Associa-
tion (WARDA) and of a network of plant gene collections for conserving
biological material which will be of value in breeding plants with hipgher
yiclds, better nutritional quality or greater resistance 1o disease and pests

Members of the Consultative Group indicated that they intended w
make a total of approximately $34 million available for the centers’ ac-
tivities in calendar 1974, This amount is expected to include grants of
about $3 million by IDA from lunds transferred to it out of the Bank’s net
income for fiscal 1973,
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" TECHNICAL ASSISTANCE

'Icchnicul assistance to member countries has become an integral part
f" .lhc \&.’urld Bank’'s activities. Many developing countries need assistance
in identifying and preparing projects. They may also require help in carry-
ing out many other tasks essential to their development: analyzing their
economics, formulating appropriate development policies, establishing
clrcclfvc development institutions, preparing investment programs
.-»'uu!yuu-, scctor development, determining project and other priorities.
lesting the feasibility of individual projects or finding solutions to particu:
L problems. The Bank has given assistance on all these and other matters
over the years.

‘:\fhm ol the Bank's technical assistance is provided in the normal course
of finunmeing, activitics. Advice on project preparation, for example, is [re-
quently piven by stall members during the examination of proj{;cts for
which applications for finance have been received. This advice may relate
loany matler affecting the successful exccution and operation of a project
from the design of a plant 1o the arrangements for the project's managc-‘
ment and organization, .

Where the Bank belicves that outside assistance is required, it normally
suggests to the prospective borrower that proper technical services should
be obtuined from consulting engincers or other appropriate sources. In
such instances, as indicated on page 46, the Bank stands ready (o hclplihc
hn'rnmcr to choose sutable consultants and to draw up terms ol
reference. When finance is finally agreed for a project, an amount may be
meluded to retmburse the expert advice involved, both during the r.rl:m-
g and exceution stages. Finance may also be included to cover tie cost
ol feasibility studices for related luture projects. For example, in the Iiﬁc;ll
vears 1972 and 1973, loans and credits having a clearly idcmil:mhlc lcclini-
cal asstitance component, aggregating $3,724 million (out of combined fi-
nancing for the two years totaling $6,374 million), included $161 million
lc{r technical assistance, Of this amount, $96 million was for the services
nl.c:\'pcrls and consultants, $44.4 million for leasibility studies, and $20 1
million for training and overseas fellowships : 4
_ In addition, the Bank has provided, either on request or on its own ini-
tative, o j.f:iricty ol assistance to member countries not immediately con-
nected with loan operations, This assistance has been conlined to ficlds
where, because ol ity character as a development finance institution ;md
the npc:nlliunul experience of its stall|, the Bank could be considered to
have .p;uucul.lr qualilications or particular reasons for providing help
cupguully in cases where its assistunce might be expected 1o facilitate ncw.
capital investment in high-priority projects.

Fhe Bank has o small wam ol advisers in the International Relations
Department who provide technical assistance o member cmmlric;‘
repardimy o appropnate nachmery for the formulation and execution u.l'
development plans and programs. This assistance may include advice on
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the choice of planning systems, the distribution of planning functions,
the role, organization and location of a central planning organization,
regional and local planning, planniny machinery for project preparation
and review, and the design of training programs for those concerned with
planning. This staff also is responsible for implementing those projects of
the United Nations Development Programme (UNDP) in this ficld, for
which the Bank has been designated Executing Agency (see below).

From time to time, the Bank assigns resident planning advisers to
member countries at their request.

PREPARING HIGH-PRIORITY PROJECTS

In many developing countries, particularly the Bank’s newer members,
there is a shortage of well-prepared, high-priarity projects ready for fi-
nancing. The Bank has, therefore, been piving technical assistance 0
project preparation and to the earlier step of project identification. I'rin-
cipal among the varying technmiques which it has employed are sector and
feasibility studies organized under cooperativé arrangements with FAO,
Unesco, WHO, and UNIDO, and by the Bank's regional missions in
Africa and its Resident Stafl in Indonesia. A good deal of project iden-
tification assistance is provided informally, through Bank economic mis-
sions, resident advisers, or in the course ol the appraisal and supervision
of other projects.

Sector and Feasibility Studies

A “sector study™ is an analysis of the whole or part of a particular scetor
of the cconomy, ¢.g., transport or power, with a view 1o drawing up i coor-
dinated investment program for that sector and identilying projects with-
in it. The study may be countrywide; it may be limited to a region within
country: it may cover the given seclor throughout a region embracing
several countries. A “feasibility study™ determines whether projects
which have already been identified are technically leasible and cconom-
ically justified. A common sharacteristic of these studies is that, unlike
most other kinds of technical assistance provided by the Bank, they
usually have been carried out by independent consultants, under Bank
supervision. Some of the studies have been financed by the Bank, others

by the UNDP, for which the Bank has acted as Exccuting Agency.

Bank-Financed Studics

The Bank has been financing the foreign exchange cost ol sector and
feasibility studies since 1901, Its policy is to give the UNDP first oppor-
(unity to consider all requests for finuncial assistance for such studies,
since the UNDP is the member of the United Nations family specifically
concerned with the financing of preinvestment studices. Unless the cir-
cumstances are exceptional, it has been the Bank's practice to undertake 2
sector or feasibility study only where there is o reasonable prospect that i
will lead to financing by the Bank or IDA, or within the Immmewe ol an

aid coordination group with which the Bank is nssociated The Bank also
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requires ‘evidence of the interest of the country concerned, at least
through & contribution to the local currency costs of the study.

While ir.itially the Bank made grants for such studies, it now finances
on agrant basis only in exceptional cases and only when a Bank contribu-
tion of no more than $200,000 is sought. When larger amounts are in-
volved, if UNDP financing or grant financing from other sources is either
not available or is inappropriate, the cost can be included in a project loan
or credit, or can be met by a technical assistance or engineering loan or
credit exclusively for that purpose. In the iatter case, if the project covered
by the study is subsequently financed by the Bank-or IDA, any balance
outstanding on the techniczl assistance or enginecring loan or credit may
be incorporated in the new project loan or credit. K *cently, the Bank has
made several loans for preinvestment and technical assistance activities.

As ol December 31, 1973, the Bank had financed on a grant 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-
ics on a grant basis, but usually does not itself carry them out. Instead, it
makes use of the United Nations and the specialized agencies o adminis-
ter studies for which it provides financing. A request that the Bank serve
as Exccuting 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 ol the
knowledge and technical competence requi-= o, organization an4 super-
vision of the study. When the Bank does serve as Execuling Agency, it
helps to draw up the Project Documents for the study, negotiates the
terms of reference with the government and the UNDP, employs the
consultants, supervises the field work, and reviews the consultants' re-
port,

The Bank first served as Exccuting Agency in 1959 for a study of the
power sector in Argentina, Through December 1973, it had been Excecut-
g Agency for 154 UNDP studies or which the UNDP had allocated
$110 million, Eighty-seven of these studies had been completed by the
end of 1973, OF the Bank-executed studies, 69 had led directly (o Bank
louns or 1DA credits totaling $1,920.9 million, primarily lor road and
power projects, These and other Bank-exccuted UNDP studics have con-
tibuted indirectly to an additional $1,411.7 million of loans and credits. In
addition, studies executed by other specialized agencies—FAO, WHO,
Unesco,and the UUN = have led directly to Bank loans and IDA credits of
$£297.9 milhon
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As a result of an extensive review of its operations, UNDP bcgan,t\)n
1972, to base its assistance on threc- 10 five-year programs, devc-l“:-p'g?- :1
each country, for utilizing UNDP resources cxpc.ctcd to be iw.ll:l L...I
that country during the programming period_. While the new pl’ULt:lhfll;
have involved considerable change in work'.‘ng arrangements, ll‘w_ll.‘m. |
has continued to coordinate its operations with UN.DPland has .del:lhl;(..t.
its own methods to the new structure. Th'c reor'gamzauon ol th_c B.m {]
operational departments along regional lines since 1973 has i'.lcﬂ_nal;
closer contact between the two agencies, both at headquarters and in the

field.




ECONOMIC STUDIES, RESEARCH,
AND PUBLIC INFORMATION

A major part of the Bank's economic work is performed, on a continu-
ing basis, 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
iand its development objectives, and of the mobilization and allocation of
domestic and external resources and their effective use in attaining those
objectives. Within that context, special emphasis is placed on population,
cmployment and manpower training, and such matters of special concern
ds the environment, regional economic imbalances, income disparities,
health, nutrition, and housing.

Country Analysis

To facilitate country analysis and the preparation of up-to-date histori-
cal and projected national aggregates and balance-of-payments data, the
Bunk's system ol 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 capital flow and debt slatistics. This informatio:i
makes possible a consistent intercountry comparison, and provides a
“globul lrramework™ of projections which will enable the World Bank bet-
ter to program its financial resources, to anticipate overall growth patterns,
el Lo make projections of total exports of major commodities and the
hikely levels of world trade and external financial resources for each coun-
lry

I'he Bank reviews the economic condition of a country annually, bian-
nually or trisnnually, depending on an internal system: of country
classification. Normally, a country, in which the Bank has significant
eperations and in which the economy is undergoing rapid change, is
reviewed more frequently than countries in which the Bank's lending
program is smaller. The Bank has recently begun a program of publication
ol selected economic reports, which are available to the general public,
Reporting of Indebtedness and Capiial Flows

To assist countries in their debt management and to monitor require-
ments and costs ol external linance, the Bank collects information on ex-
ternal debt and lending. A reporting system, based on data from debtor
countries which have received Bank louns or IDA credits, has been in
operation since 1952, A system, based on data from creditor countries
which sre members of the Expanded Reporting System on External
Lending operatedd jointly by the Bank and the OECD, was inaugurated in
1967, Additional elements of the reporting system are in the planning
stape and relie 1o suppliers® eredits and borrowing by developing coun-
tes i the Baro-currency market,

Thy werldwade reporting sysiem provides the basis (or projecting ser-
vice payi s on external debt for use by the Bank in appraising credit-
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worthiness for future lending, und also supplies data for analyziqg prob-
lems of indebtedness on a global scale. An extensive network of interna-
tional cooperative arrangements for an exchange of information about ex-
ternal finance and debt is maintained by the Bank with individual govern-
ments, intergovernmenial groups, the Asian, African and In lcr-Amu.ru'-;m
Development Banks, the International Monetary Fund, and the Ul’;t;l).

Much of this information is, ol course, confidential, but a statistical
compilation, called World Debt Tables, showing debt outstanding and pngl
transactions by country and future service projections by area, 1S
published annually.

The Bank also collects data on foreign and international bonds un’d
equities in major capital markets, This system, which goes h:u;k to 1946, is
asupplementary source of information on the funded debt of Bank mem-
ber countries. It is also used by the OECD for its studies of capital markets.

Commodities Studies

Trends in the production, consumption and prices ol primary com-
modilies—agricultural products and minerals— have a major inﬂucm:t':‘un
the prospects of most of the Bank’s developing member countries. I_In:
commodity situation and outlook for about 40 primary prqducls which
figure prominently in the exports of developing coumric_s is, 1t_1c_rcforc.
continuously reviewed by the Bank as a guide both to lending policies :fncl ‘
to assessments of prospects, problems and creditworthiness ol borrowing
counftries. .

The Bank can play an important role by helping developing countries 1o
diversify their economics and take advantage of the economic appor-
tunities open to them. The heavy dependence on exports qr[1r1|11xtr}' prond-
ucts with poor market prospects presents a particularly diflicult pruh'igm
for the smaller and poorer countrics with limited domestic markets. The
Bank, therefore, in its lending and technical assistance programs generally
emphasizes measures o:

1. limit Bank financirg of new production of primary products lacing
inelastic demand to countries with few exporlts alternatives, in order
to minimize adverse price eflfects on other exporting countries;

2. expand assistance 1o the *'least developed™ countries in uvullu‘:ning
comparative advantage and formulating industrialization pulu.'lcs‘:

3. expand assistunce for rescarch in agricultural production, marketing
und end-uses;

4, increase support for economic integration and trade among develop-
ing countrics;

5. devote greater attention to export policies in country cconomic work
and 10 export potential in project analysis.

Recent analytical work on commodities has been increasingly ad
dressed to examining issues ol investment policy. Studies have dealt, Tor
example, with the world markets for tea, cocou, palm oil s heel,and the
outlook for Bank lending lor those commuodities.
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cludes a significant effort in petroleum market anulysis, Several papers
lave dealt with the implications of increased petroleum prices. The world
food and fertilizer sitwation is also being kept under constunt review.
Other recently published papers have been concerned with the tropical
hardwood trade in the Asia-Pacific region, the international market lor
iron ore, and with the world demand for jute,

Leonomic Research

The Bank's program of economic research reflects its concern with a
wide variety ol economic and social problems, The program a;sists general
country economic analysis und project and sector analysis by providing
the necessary factual and conceptual basis and analytical techniques. It
also helps to improve understanding of basic development issues and pro-
cesses in i systematic way. Increasingly, the research is being conducted
in collaboration with national research institutes in member countries so
is Lo promote the exchange of ideas and experience, and 1o concentrale
the effort on the most important issues.

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

The program sceks to meet the priority needs for research in each of
these areas. Special emphasis is being given 1o income distribution,
ciployment, rural development, urbanization, and regional development.
several studies have been initiated recently in these areas and more are
being prepared. They are designed to assist policy formulation and opera-
tions in a number of ways, They generate and interpret basic data, ex-
amine the impact of policy instruments in both general and parti-,
cquilibrium settings, evaluate programs and projects in member _oun-
trics, and suggest techniques of incorporating objectives othes than eco-
nomic growth in designing the Bank's operations.

The program includes a significant amount of research on trade and in-
dustrial policies, and on economic plunning in developing countries. Stud-
ics are being made of alternative incentive systems (such as tarifls, quotas
and credit preferences), industrial capacity utilization and industrial plin-
ning. Several studies are being conducted on educational policy. The sub-
jects include the interaction of educational policies with lubor markets,
methods ol educational financing and design of rural education pProjects.

The studies begun carlier on highway-design standards and capital-
labor substitution in road construction and civil works are continuing,
Phey are intended o provide primary data of basic importance to the
phonming of highwavs and civii works, and have attracted great interest in
anumber of member countries, Further extensions ol these studies ure
bemy consdered

12

*In view of the world energy situation, Bank work on commodities in-
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Individual studics in the research progrum arc dcsFribcd ina pubhc'u—
tion entitled World Bank Group Research Program, which first appeared in
3 72 and is issucd annually. .
chls:;?dccrr;t?lc attenlion has been given 1o mal_ting the rgsu!ls_ul ‘!',u
Bank's research more widely known, An linlcrnat.mnn! meeting n.l I.}.II‘LL-'
tors of Development Research and Traimng Institutes was :;pon.sun'._.d by
the Bank and the Organization for Economic Cc_a-opcruuon and Dcu.lop:
ment, in September 1972, in Belgrade to establish contacts and prc.)mol‘m.
colluboration. The Bank has established a program for the regular ex-
change of research documents with development res arch centers.

PUBLIC INFORMATION

Disseminating information regarding intcrnational Ut:mmlflit‘Id\:vu.lnp-
ment and the World Bank's role in this cIl'qu is the :gﬁpunm‘luh‘ly ul_ llu:.
Department of Information and Public Affairs. Olnc ol its main !l‘I!\'L'lil;ll.‘\
is to explain Bank activities and clarify Bank p'olhcy o the p!..tl?EEL. '.ml. u:
provide a link to the press, academic communities, and pr{?Icsmun.ﬂ fne
business circles in the Bank’s member countrics.

Publications Program

The Department supervises the publication and distributiqn of :hosc'.
Bank studies and papers which are made available l'o the pubhf:l. r\‘Iuny ol
the Bank’s studies are published as “Stafl W?rkmg Papers. Sclc{:lt:l!
monographs are published by The Johns Hopkins Prcs§ Fo.r lh\c I.qulf p;
“World Bank Staff Occasional Papers.” Studies and publications are listes
in the World Bank Catalog which is published nnpuully. .

Information m terial of a more general nature mclﬂdcs_sucl} :-'luu'stu..al‘
publications as the World Bank Atlas and Trends in Dev. loping Cuum.fw.fs, s
well as booklets on the impact and volume of Worla Bank lending in

ari world. .
vdgﬁ:csiar;a;fnﬁfo‘:ghoﬁld be made of the World Bank A r:.nmn' !fc,nnn whw!1
gives an account of the Bank’s activitics on a globull basis during c:_sch ﬁ:;-
cal year, highlighting major achievements uln'tl policy trends, and includ-
ing statistical sections and the Bank’s financial statements,

Audiovisual

The World Bank maintains an extensive library of photo;ru!ahs on a
wide range of projects which have been assisted by the Bank in its mem-
ber countries, e,

A varicty of radio tupes are supplied by the Bank to hl’(!.lllll..lhlll]: sl.n‘
tions throughout member countries. lncluded are specially tailored types
of brief broadeasts produced to fit into established local program l'urm'.us_
The Bank also participates in cooperative television broadeasts from tine
to time. ‘ . ‘

More recently the Bank has started the production ol shide shows and
motion pictures. A short motion picture, Developmen Is People, tlustrates
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in bricl expressive scenes 1c i
s the |
e importance of people in the development
3 17
{iuflil i!r;’a;,:: :rpan mr;‘?l!..and. a color documentary produced in 1973 on loca
Western Africa, depicts the rava i i -
I A g ges which the river blind i
case inflicts upon the citizens of i i Rive Bk
i seven nations in the Volta Ri Basi
I'he film was made in i i D T epitt
cooperation with WHO and FAQ i l
: : : : W F in su
cliorls to provide international financial reso.rces for a lwer]::);l:egr
| -year

le"_{:::,L:L:iZ tiTiiL?i?rmaligp or inquiries regarding the availability of press

LS, ations, radio tapes, and films should be ad

;J[&.p.‘mmcnt of Inl'?rrnalion and Public AfTairs, Worlci1 Ig::iisc?;?}]ml:

:|;LL-L-[-' IN.Wﬂ, Wush‘mgiop, D.C. 20433, USA. Inquiries may al;so be ad
ssed to the Bank's Paris Office, 66, avenue d’léna, 75116 Paris Fran‘ccj

and to the Tokyo Office, Kokusai Buildi ;
Chiyoda-ku, Tokyo 100, Japan. I Building, 1-1 Marunouchi 3-chome,
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ECONOMIC DEVELOPMENT INSTITUTE

The Economic Development Institute (EDI1) was established by the
Bank in 1955 with some initial financial support from the Ford and
Rockeleller Foundations. The Institute’s aim is to improve the quality ol
cconornic management in developing countries by providing training lor
officials concerned with development programs and projects. The courses
are designed to give the participants a working knowledge of techniquces
of development programming and project analysis that may be useflul in
handling 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 and the World Bank nrovides
the essential foundation in experience required for such an approach.

Courses Offered

In the first six years, the Institute offercd an annual General Develop-
ment Course of six months’ duration dealing with programs and policies
related to economic development. In 1962, a version of this course wils
also offered in French. To meet the growing need for training in project
analysis, two general project evaluation courses covering several econom-
ic sectors were introduced in 1963, in English and in Spanish, The gradual
increase in the number of Institule 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 agriculture
and rura! development; industry, agro-industry and development bank-
ing: education; urbanization, water supply and transportation.

General project analysis courses arc given principally overscas, where
they are appropriate as an introduction to project work for officials dealing
with more than one sector. The Institute is also increasing the number of
its courses given in French and Spanish, and expects to have the capacity
1o give all of its courses in these languages in duc coursc.

The number of courses given annually at the Institute's he dquarters
has steadily increased from onc in 1956 to 10 in 1973 and is expected
shortly to reach a maximum of 12, The Institute has also embarked upon
an expansion of ils course programs given overseas in association with
regional and national training institutions.

Overseas Activitics

Oversens courses started in the 1960s on an ad hoe basis at the rate of
one or two a year. They are currently procecding at the rate of 18 a year
with the prospect of significant increases in the future under a deliberate
program of expansion. Overseas regional courses are onducted for
oflicials from countrics sharing a common linguistic or geographic back:
ground, und are cosponsored by regional or subregional institutions in
Latin America, Alrica, Asia, and the Middle Eust. Natonal course
programs are also undertaken in cooperation with governments ot
tionul training institutions, usually in the larger member countries ol the

15
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Bank.‘ hese overseas ac e train
[rom cosponsoring institutions in the Institute’s Washington courses.
Stuelents and Staff

The 25 participants in each course are selected from a much larger
number of 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
development of his country. By December 31, 1973, 1,841 officials from
112 countrics and dependent territories and 13 international organiza-
tions had participated in courses given at EDI.

At present the Institute has a full-time teaching stafl of 16 members,
Additional lecturers are appointed each year for periods up to six months
1o assist the regular stafl in conducting some of the courses. The Institute
also has in residence visiting lecturers selected because of their outstand-
ing contributions to the field of economic development. Stafl members of
the Bank and the International Finance Corporation, including econo-
mists, cngineers, lawyers, financial analysts, commodity experts, and
country specialists, [requently conduct sessions when their special
knowledge and experience are applicable, Cpecialists from other interna-
tional organizations, government agencies, universities, and private con-
cerns are often invited to lead sessions related to their ficlds.

The courses of the Institute emphasize discussion and the exchange of
experience Lo supplement the lectures given by stall members and others.
Case studies, special exercises and group problem-solving are features of
the courses.

Libraries

With financial help from the Rockefeller Foundation, the Institute un-
dertook, in the carly 19775, a project ol providing a limited number of
small libraries on econonue development in English and French to coun-
trics where materials on economic development were not available, With
technicul assistance from the Centro de Estudios Monctarios
Latinoamericanos (CEMLA) and with financial participation from the In-
ter-American Development Bank, the Institute has also distributed li-
braries in Spanish and Portuguese, The Institute continues to send sut an-
nually small supplements to assist in keeping the basic libraries up to date,

LD Publications and Teaching Materials

In its early years, the ERT produced work related to Bank policy, no
doubt filling a need at a time when the research and policy work of the
Bunk was less adequately stalled and organized than it is today. In the
19705, it was recopmized that the main orientation of EDI research and
publication should hencelorth be upon the material required lor its own
teaching, Ths policy was adopted formally in 1972, and has resulted in the
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S iblication of 15, titles (of which three! were!trinsfatioris) fordate; FHs

crystallization of teaching materials iq written form 'fs rcducmg 1t1fl:?:1::r::5
tive burden of teaching, and is an indispensable b:ams fgr course p : gl;‘ e
given or supported outside headquarters. The .Insulu L‘c is nm{v -.nf,.uh_a:.m;l.‘ :
in a position to package courses for use by teachers in its partnCr ins

tions.
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International Finance Corporation

The International Finance Corporation (IFC) was established in 1956 as
an alliliate of the World Bank, to assist less-developed member countries
in furthering their economic development by encouraging the growth of
productive private enterprise. IFC's activities supplement those of the
Waorld Bank. IFC has its own subscribed capital, amounting to approxi-
mately $107 million, and is empowered to borrow funds from other
sources, including the Bank.

11°C*s aim is to further economic development by encouraging the
prowth of productive private enterprise in developing member countries.
It provides equity and loan capital for private enterprises in association
with private investors and management, encourages the development of
local capital murkets, and stimulates the international flow of privale
capital, In particular, it supports joint ventures which provide oppor-
tunities to combine domestic knowledge of market and other conditions
with the technical and managerial experience available in the in-
dustrialized nations,

MEMBERSHIP AND ORGANIZATION

MEMBERSHIP AND VOTING RIGHTS

The Articles of Agreement of the International Finance Corporation
are putterned on those of the Bank. Countries that are members of the
Bank re eligible for membership in the Corporation. Voting rights in IFC
are related to member countries’ capital subscriptions in the Corporation,
and with certain exceptions all matters before the Corporation are decided
by a majority of votes cast, Each member has 250 votes, plus one for cach
$1,000 of capital stock subscribed. By June 30, 1973, IFC had 98 mem-
bers. Details of members® subscriptions and voling power are given on
puge 79.

A povernment may withdraw from the 1FC at any time, or it may be
suspended if it fails to fulfill any of the obligations of membership. I a
rovernment belonging to 1FC ceases to be a member of the Bank, or il its
membership in the Bank is suspended, its membership in 1FC is auto-
maticully terminiated or suspended as well, IT a government ceases to be a
member, it remaing hable Tor all amounts due from it to the Corporation,
I'he Corporation will arrange to repurchase the capital stock of a govein-
mient ehmquishing membership, as part of the settlement ol accounts
with that povernment.
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INTERNATIONAL FINANCE CORPORATION !
Statement of Subscriptions to Capital Stock and Voting Power

June 30,1973
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POLICY DIRECTION
As indicated carlicr, the Bank, IDA and [FC have essentially identical
orpanizational structures for policy formulation and executive superyi-
sion, The arrangements relating to the Boards of Governors, Execulive
Directors, the President and Chairman of the Directors, described on
pages 18-20, apply to IFC, The President of the World Bank is Chairman
ol the Board of Directors of IFC. IFC has had four Presidents. Mr. Robert

S, MeNamara became Presidentof [FC, as of the Bank and IDA, on April
1, 1968,

MANAGEMENT

The Lixecutive Viee President of IFC is the deputy of the President and
conducts the day-to-day affairs of the Corporation. In the President’s ab-
sence, he acts as senior 2xecutive and presides at meetings of the Board.
The Vice President is ro oonsible 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
II'C in October 1969. Mr. Ladislaus von Hoffmann was appointed Vice
President of IFC in July 1970.

The Corporation has 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 stallf numbered 186, representing nationals
ol 39 countries,

INTERNATIONAL ADVISORY PANEL

‘I'he 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 Bank, N.V., Amster-
dam; Jacques de Fouchier, Banque de Paris et des Pays-Bas, S.A., Puris;
Dr. Wilfried Guth, Managing Director, Deutsche Bank, A.G., Frankfurt;
Sohei Nakayama, The Industrial Bank of Japan, Ltd., Tokyo; Sir Eric Roll,
K.CM.G,, C.B., Deputy Chairman, S.G. Warburg & Co., Ltd., London; and
Robert V. Roosa, Brown Brothers Harriman & Co,, New York.

ORGANIZATION

The Corporation is organized into eight departments: four (the Depart-
ments of Investments) operating on a geographical basis and lour (the
Capital Markets, Finance and Management, Legal, and Engincering
Departments) on functional lines. These departments work in close coor-
dination with the Bank and IDA whenever Bank loans or IDA credits are
imvolved, There are also three oflices in 1FC: Economic Adviser, Invest-
ment Promotion and Portfolio Supervision. Two special units in the Ex-
eentive Viee President’s O lice are Business Relations and Marketing, In

Aaddition, three of the Bank’s functional departments— Administration,
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Secretary’s, und Programming and Budgcli'ng‘ as well 4 the Bink's Euro-
pean Office—ulso serve 1FC (see pases 20 and 21).

Investiment Comimitice

The membership of the Investment Commitiee includes the Executive
Vice President (chairman), the Vice President, the General Counsel, the
Director of Engineering, the Senior Investment Department Director, the
Economic Adviser, and the Director of Finance and Management. The
Director of the Bank's Development Finance Companies Department
becor.es a member of the Committee when 1FC investments in deveclop-
ment finance companies are considered.

Departments and Offices

The lour Departments of Investments have responsibility for the Corpora-
tion's investment operations in its member countrics. They encompiss
the following geographical areas: Africa and the Middle East Asiu,
Central America, Mexico and Europe; Latin America.

The Departments of Investments determine and develop investment
opportunities; presclect investment proposals and recommend the prin-
cipal directions for inves tment eflorts; evaluate investment proposals and
make recommendations as to their suitability; conduct negotiations; pres-
ent investment proposals tu the Board and take or courdinate other ac-
tions to complete approved investments.

The Capital Murkets Department serves as a focal point in both IFC and
the Bank for work on the development of capital markets in developing
countries. This Department assists governments and private partics in the
establishment and operation of sound institutions to channel private siv-
ings into productive private investments, It also provides technical assis-
tance and policy advice to member governments to help them improve or
create sound institutional and policy frameworks to encourage the growth
of pital markets. :

The Finance and Management Department provides I[FC management!
with integrated financial management supporl (Treasurer and Controller
functions); serves as the planning and budgeting coordinator for the Cor-
poration; and is the central point of liaison with the Bank support depart-
ments and provides 17C management direction to these departments. I
includes the Office of Portfolio Supervision (PSO), which assists IFC's In-
yestment Departments in assessing the financial status and the fiscal
management capabilities of companies in which IFC may invest. In addi-
tion, PSO helps evaluate IFC investments by developing and operating &
system for the recording and analysis of financial data received from
client firms. Such data is compared with the assumptions and projections
used in the Corporation’s appraisal ard invesiment decisions. PSO also
conducts on-site financial reviews ol ongoing and completed projects,

The Legal Depariment advises the Corporation on lepal questions relat-
ing to the organization, structure, administration, policies, and operations
of the Corporation, It prepares or reviews documents which vreate, deline,
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modily, or limit the legal rights or obligations of the Corporation, includ
i [!}:?wc relating o investment operations and the issuance n; sale ;'
securities. I} ulso, in consultation with the Secretary’s Dcpartmenl‘ prg-
[HIFCS OF FEviews documenls relating to corporate meetings or aclions" and
it F'urnishes or arranges for counsel to represent the Corporation ir; ‘an

Iu%-,ul proceedings in which it may be interested. >

The Eﬂ}:fﬂ{"{’rfﬂg Depariment assists the Departments of Investments of
the Corporation in the appraisal and supervision of investment inquiries
and applications submitted to II'C, It recommends contractual arran 'eb
mcnl.-;_ designed to assure successful construction and operation of pr?:
eely;, Tollows up on progress o. ongoing and completed projects; advisé
on selection of consultant and contractor services to borrowch" and '1d?
vises on the organizational, managerial, marketing, cnginccring' and t:.n
wr‘qnmcnml aspects of projects. : -

Ihe Office of the Economic Adviser advises corporate management on the
gl_:ncrul‘cconomic policies of the Corporation. The Economic Adviser and
his stall'assist the Investment Departments in assessing the economic ‘in‘-:-
pact of potential IFC investments on the cconory of the country i
which the project will be locuted. e

The_ Office of Investment Promotion was established to strengthen IFC's
capacity to_dcvclop new investment opportunities in its developing mem-
ber countries. The Oflice generates and assists in the preparation of in-
vestmenl proposals, and then turns them over to the appropriate Invest-
ment Department for further consideration. It is also responsible for help-
my develop and carry out 1FC information activities in its areas of opcrl'l-
1mn,.:md for developing and maintaining information on privale cr‘1-
terprise developments and organizations, ‘

I'he f.f..-r.s-.-'.-u-s.\' Relations Unit was created in a related innovation, It has
the ﬁpculic function and respansibility of maintaining the Cur.:(;l::ltic111l‘s
r.ulal:uns with, und providing information on 1FC to, the governments and
I‘lrj:lr'ncc and business communities in the Corporation's member L:i)‘Lll'I-
res.

INVESTMENT POLICIES AND RESOURCES

The International Finance Corporation is unique in that itis thie only
intergovernmental orgunization with the sole purpose of assisting the
economies of developing countries by making sound investments in, andl
otherwise supporting, their private enlerprise sectors. Excepl for the Cor-
poration’s basic criterion that its activizies further economic development,
its operations are similar to those of an international investment bank.

As demand for the expansion of the private sector in the developing
countries has grown, IFC’s investments have become both larger and
more varied, and have been made with increasing flexibility 1o meet vary-
ing conditions in these countries and the unique nature of each develop-
ment investment. Two major changes have been made in the Corpori-
tion’s Articles of Agreement, both designed 0 give it preater seope in its
investments. . :

The first of these involved the kind of investments 1FC could make.

During its first few years, [FC was empowered only 1o lend to privale
enterprise in developing countries, not (o make cquity investments. That
is. during this five-year period, the chiefl distinction betwecn Bank loans
and 1FC investments was that ihe Corporation could lend to private en-
terprise without government guarinice, while the Bank rcquired a
government guarantee when it made a loan o privile ente, prise.

IFC was permitted to include quasi-equity features in its loun agree-
ments. 1t did so in various ways, for example, by investing in deblinstru-
ments that, v “ien sold to private investors, could be converied to capital
shares.

e C, in 1961, sought and obtained an amendment to its Articles ol
Agrcement making it possible to invest in equity.

Investments in Equity

This chunge opened up new arcas ol opportunity which the Corpori-
lion began quickly to exploit. IFC's usual investment now consists ol an
equity investment together with a long-term loan. By the end ol fiscal year
1973, approximately one-quarter of investments held by the Corporation
were in equity.

The power Lo invest in equitics made it possible 1o simplify the form ol
IFC's investments, lacilitated negotiations, and mude it casier I . Cor-
poration 1o find participants and 1o sell from its portfolio. Further, IFC was
enabled to underwrite sules ol shares by new or expanding compinics,
Finally, IFC also gained the opportunity 1o participale us i sharcholder in
local development finance companics—in titutions which can provide
venture capital in their own countrics, carry “ut underwritings, promoie
new enterprises, and extend assistance 1o local entreprencurs in preparing,
projects. since 1961, IFC hus invested in 25 development linanee com
panies in 20 countries, a8 well s in g regional institahion opeding:
throughout Lotin America and i repional institution operating, m Al
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In addition to supplying share capital, IFC helps these institutions to
obtiain participation in their share capital by private loreign investors.

The ability to hold equity has also enabled 1FC to attain other objectives
more ¢llectively, As a sharcholder in a development finance company the
Corporation is in a position to play an influential advisory role and thus
assist in the spread of sound financing practices. IFC's authority to take
part in underwriting operations lays the basis for development of local
capital markets,
Enlareed Scope

The scope for IFC's operations was further enlarged by amendments to
the Articles ol Agreement of the Bank and the Corporation that took
clleet in 1965, These amendments made it possible for IFC to borrow
from the World Bank amounts up to four times the Corporation’s own
unimpaired subscribed capital and surplus—about $428 million at June
30, 1973 —for use in the Corporaiion’s lending.

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

The availability of new resources [or use in lending makes it possible
for the Corperation ultimately to apply all of its own share capital and
reserves 1o equity ‘nvestments. As of June 30, 1973, share capital and
reserves amounted to $183 million.

In the past few years, IFC has undertaken a more active role in seeking
to promole projects which have a reasonable prospect of eventually being
suitiable for financing by 1FC in accordance with established criteria. This
ciitbles 1FC 1o increase the range of help it can vive in assisting poten-
tally sound private enterprises through study and planning stages and
imto the stage of productive businesses.

As part ol this more active roi: the Corporation established an Office of
Investment Promotion in fiscal 1973 to develop new business oppor-
tunities in selected countries. The Office works closely with other depart-
ments in [FC in developing promotional strategies for individual coun-
trics.

IFC’s promotional assistance is flexible in order 1o meet the many kinds
of need for such help encountered in the varying circumstances of
dillerent kinds ol projects in countries at various stages ol development,

In some cases, IFC will give finuncial and technical support in the
preinvestment stage ol potential projects, by paying part of the costs of
feasibility studies and, in general, helping to pay the costs ol pulling
together all the elements of a project, industrinl, technical and financial,
including the search lfor an appropriate business sponsor.

In other eases, 1FFC will join in the equity of pilot companies, together
with other members ol an investment group interested in buacking the

prospective full-seale company, The embryo company would then carry
out the necessary detailed studies and negotiations needed to implement
the project

R4
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INVESTMENT PROCEDURES |
In common with most investment institutions, 1FC looks for .ccrlfun
preliminary information before deciding Wh{!lhl‘:‘.r 1o m:-xkc H df:“.n.lu.t? ..Ip‘-
praisal of un investment proposal. This inlformau.on, which vur.|f::T HECOr |
ing to the kind of investment being considered, 1pclut}es a dcst.fl‘r:lltlt‘l ”1
the enterprise concerned, ils legal status, financial history, present .llr_ur
proposed operations and their environmental effect, the purposes u‘
which the financing is required, the outlook I'qr profits, and the amoumz
of financing sought. A manufacturing enterprise would also bc_ T:xpipcte |'
to give information such as an indicalion L_)l' the costs and uvaﬂ‘a.l.n Ely’_o‘
raw materials and other inputs, together with a review of technical assis-
tance and other agreements desired.

Investment Criteria .
IFC uses several guidelines in deciding whether to make in m_w:..«;ln:c?_l:
The Corporation invests only in less-developed member i.'u.ur'nrmh.. tv—n-'u['
suflicient private capital is not available on reasonable tlerms, in pr.uy:.q.n 0
gconomic priorily to the country concc’rned‘ and where lhc'rc are n..l.mrl'.-l
able prospects of adequate returns. Thl_s means that each pr(JJccllh 1{;1..I :
not only be a sound and profitable business, l.)ul sh‘muid bcncﬁl t \'c d;)h
country in some form—such as increasing national income, saving and/or
carnini; foreign exchange, and crealing employment. L
In considering whether 1o make an invesiment, lF? dg-._:s not ch0u.slu
between the objectives of economic priority and |1r0'|llilhllll)r. R-;"h.cr',”]
makes an investment only where itis convinced that both uhjccpw.s. wil
be satisfied, IFC does not pursue profit per se, but as the best ;m-“m-l_lu ”T-
dicator that its investments do, in fact, carry out the C(erurul.‘mn 5 pu
pose of fostering the establishment, impnwcm'cnt and cxpuns:on‘m ll1|:l(l.l
developing countries of productive private husl_ncss:;s. Murcm.rcr]. :Ih &
expects to attract other private capital to the projects il supports, the pro
ive cannol be ignored. - s
n1(‘jl'lll1cLLIclcrn1in:1li§n ol cconomic priority depends on a m_lmbcr of f:1g-
tors— whether or not the projected enterprise makcs_usg of an abundant
natural resource; creates employment loqnlly; carns loreign C.‘I(t:‘h:lll‘lllt: ll‘w
making an exportable product; saves I'o.rulgn cxcham;c by ‘su_ltktulu'u'm, u(rl
imports; and so forth. While recognizing that new industrics lﬂ.'l}.!'lu. :
come initial tarill protection, IFC secks assurance that they can !juu:m.
competitive. To this end, the Corporation supports 11{‘(_)[1‘05:1].'.% 111.;11 mvu w.:
the trunsfer of technological, muanagerial and other skills l_ur 111L!L.lhfl‘11l,
productivity from the cconomically :tdv:mccdllo the dcvchnlnng ({Ut“““'t\h
One ol the generally most important criteria ol o pnlcnlulll)j sound :n-
vestment for 1FC is the availability of sponsors — partners — for n.c‘w ¢ |l1l-
terprises from among companics witI] proved industrial l.‘lH.'I'I[?.Ii:llj:lll.L |w|‘ .
ing to invest in a joint venture, LExperience I'f:ns s.hnwn llsfnt S lh.l p.n: .ll'lll.l.]
ship, which usually involves local and foreign 1nv.-.:.t.'lur-., B top I.l ’
clements that are, together, the best assurance of the viability ol o new
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venture. The local investor provides knowledge of national and regional
niarket conditions and is at home in relations with labor und government.
The loreign partner brings to the association a knowledge of the newer in-
dustrial techniques as well as up-to-date management and administrative
practices.

1IFC may provide early financing around which other funds can cluster,
or it ,.ay make a project possible by providing finance that could not
otherwise be obtained upon reasonable terms. It may even be that known
willingness by IFC to enter into a proposed investment will result in all
needed funds becoming available without ar actual IFC financial commit-
ment. In any of these cases, IFC regards iwsell as performing its function
as i catalyst in mobilizing finance for private ventures in the developing
countries. The Corporation views as one of the most meaningful measures
of its success the amount of financing from other sources provided 1o en-
terprises in which it invests.

While the nature of ownership of projects submitted to 1FC varies, in
the main, the Corporation makes two stipulations:; first, there should be
adequate participation by the chief sponsor in the capital of the enterprise,
50 as to ensure that a proper long-term incentive exists; and second, there
should be provision for immediate or eventual domestic participation.

Since the project is always in one of the developing countries, it is
unlikely that a fully developed securities market exists. Therefore, IFC
may join in underwriting arra gements, or it may agree to make shares
available locally when the enterprise is established. In both cases, and in
other ways, IFC serves a purpose ancillary to the investment itself but
centrally important to one of IFC's principal aims—helping to develop
capital markets.

Range of Investments

The range of 1FFC's investments is steadily broadening. Most of the Cor-
poration’s carly commitments were made to help basic industries of ob-
vious priority to developing countries, lor the manufacture of iron and
steel, pulp and paper, textiles, cement and machinery.

In the past few years, IFC has branched out and made investments lor
the first time in the ficlds of nickel mining, carbon bluck and cottonseed
oil, us well as making two investments Lo assist the development ol capital
markets,

The Corporation has also expanded its activities geographically, In the
past three years, it made commitments in cight countries in which it had
not previously invested: Afghanistan, Bolivia, Cyprus, Indonesia,
Lebanon, Mauritius, Panama, and Zambia.

[FC commitments are shown by purpose and by region on page 87,

Lenny of Investiments

Fach THFC investment is examined on its merits and in ==lation to local
factors such as the pattern of interest rates and the g eral financial
maturity of the country where the investment is proposed. There is no
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IFC's Co nmitments by Purpose

June 30, 1973
(USS millions)

MANUFACTURING
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Development finance companics
Money and copital Markels ... ooouiuereemeninmmenesanes

IFC’s Commitments by Region

June 30, 1973
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'invcmmcm. and there 1s no

Tormula for working out the terms of an IFC F equity funds pro-

fixed relationship between the amount ol loan ;1_ml of _'."f‘“f”} 44 1.11:: o

vided, IFC seeks a prospective overall rclurn_lhul is u,"‘"'“'!ffn.l \\:.q i

quirements ol the business invulvcd‘ und.wulh the (urnjn.-.lt.nlf”.urc Solks

revolve its funds by selling its parl ol the s.nvcslm‘cm :H.,\U‘IHL. .-. L tl\cl
Share investments are usually denominated in the currency

country concerned. 1

eflecting the fact th
hcﬁn paid hi’r all its members i_n US dollars, most lour e
dollars. Loans are usually for sev 1 1o twelve .)_"_'"f" ' '|L- s
materities are occasionally permitted. chuwn.-:nl is custon \m ..m £
m anual installments following a grace period, and i commil .\ g
he undisbursed portons o loans I s
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In the case of a new venture, IFC cxpects others to provide the bulk of
the financing. The Corporation may finance a larger proportion of the
costs of expanding an existing enterprise, especially one in which it al-
ready has an interest, though such cases are 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
of less than $1 million, since commitments on this scale seldom prove
cconomical, due Lo the costs to the Corporation of appraisal and follow-up.
One exception is the case of promotional investments, where commit-
ments are typically small,

The upper limit for an IFC investment is about $20 million for its own
account, although it will make larger commitments il it is assured of par-
ticipations by other institutions that will reduce IFC’s net investmen! to
520 million. In fiscal 1972, for example, the Corpnration committed $22
million to Companhia de Cimento Nacional de Minas, a cemen: project in
Brazil. Participations in the 1FC commitment reduced IFC’s net invest-
ment to well below the $20 million limit,

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

Relations with Management and Government

While IFC does not normally seek board representation, in the case of
development finance companies the presence of an IFC representative on
the board of directors can be of mutual value as a means by which IFC ex-
perience and know-how can be paired with local knowledge. In order
ellectively to carry out its promotional activities, IFC might seek represen-
tation on the board of a promotional company in which IFC has made a
share subscription.

The Corporation, like other investment institutions, does not undertake
managerial responsibilities in companies it assists. Also, [FC is unwilling
to be the dominant shareholder in any enterprise and will normally insist
that its holdings be less than 25 percent. Only in exceptional cases does
the Corporation exercise its voting rights. Nevertheless, IFC expecets to be
kept regularly informed concerning the company's aflairs. This is
dachieved through periodic consultations with management, visits by IFC
stall, the receipt of regular progress reports and information on lictors
materially affecting or likely 1o aficet the company’s business, Annual fi-
nancial statements are required to be audited by independent public ac-
vountants, and stipulitions regarding accounting and financial reporting
e written into 1FC investment agreements.,

HEC W prepared 1o support “mixed"™ en lerprises, i.c., a joint venture be-
tween prsate enierprise and a government. Each case is examined in the
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FINANCIAL STRUCTURE AN!) OPERATIONS

l_l"(“s authorized capital was initially fixed by its Articles ol Agreement
al $100 million, divided into 100,000 shares of $1,000 por value. Original
mc,nln:rs took up the number of shares assigned to them in the Articles
while l}lc number, price and other terms of subscription by others ure‘
clclurmm_cd in each case by the Corporation in agreement with the
prospective member, To provide for subscriptions by new members, the
muphcrul‘shnrcs was increased to 110,000 in 1963, raising the aulhor‘izcd
;:I;Iliil',;:"jlll;f[](sl{l]_lo million. At June 30, 1973, subscribed capital totaled

e Corporation’s Articles of Agreement provide that zubscriptions by

rl'nL'llllTL'l countries to 1FC’s capital stock should be payable wholly in gold
or United States dollars. The entire subscribed capital of IFC is available to
the Corporation lor use in its operations.
| [1°C's net income, together with net gains on sales and other disposi-
tions of loans and equity investments and various other net profits, have
hcc.r. allocated to a reserve against losses. This reserve, like IFC‘; sub-
scribed capital, can be used for investments. At June 30, 1973, it stood at
$75.8 million. : :

D:lri_ng_its first decade, IFC relicd for its resources exclusively on capital
su‘bsurnpl}cna. net carnings ard its ability to revolve its portfolio by sales
of sccuritics to other investors. As already noted, the Corpor;uion"q
resourees were supplemented by a line of eredit [vom the World Bank. H_;'
June 30, 1973, the total of funds available to the Corporation [or use in its
aperations was $812.9 million. This included, in addition to the $2974
Illl|||ltm availuble from the Bank, capital subscriptions of $107.2 millinrlw
net income of $75.8 million, participations and portfolio sales of 3261 5
m‘!::um, a S5 milliun loan from the Netherlands, and repayments ul'S(;b
million.

Dci;‘uils of funds available to the Corporation for the period 1956-73
|:'ll;:';1]nmmcn“ls against these funds, and funds uncommited at June 1{)
1973, as well as o five-year ¢ ary 9- “C’s ations ar
o ey year summary, 1969-73, of IFC’s operations appear

INVESTMENTS AND FINANCIAL RESULTS

‘[I'_’(_‘ made gross commitments, net of exchange adjustments, of $848.1
million to 203 enterprises in 51 countries and in two rcgiun;l.l d-.:w:lui;-
ment linanee institutions from the start ol operations in 1956 through
June 30, 1973, Of the total, $792.9 million was lor operating invcxtmcr;m
and $55.2 million for stundby and underwriting purposcs. .

I'he ('u_r,nm:siiun has sold to other investors equities and loans from its
own portfolio amounting 1o $227.8 million. Repayments to IFC totaled o
(rther S60 million. And an additional $55.4 million had been cance'ed
wermimated or written oll, ‘The Corporation’s holdings in its portlolio ;1[
.:mlr W73, were $465.2 millon, including investments not yel ellec-
Ve

l)u

IFC's Resources and Commitients, 1956-1973
(USS millions)

D S107.2

World Bank line of credit
NothoARAE IR & <. v v oo rtws b fod Eampotanme sty spadbyh TREZIRTS
Net income
Repayments and invesiments
Sales OF INVESUMENLS 1o vvvenrsrnssnsaranae menmneanssrrsnrns
Acquisition by others of sccuritics covered by
standby and underwriting COMMILMEIES o ccnaersrnrrnionarreesgoisbiasaninen __3'_1_?

L

TOTAL of funds available....

Gross commitments made
Less cancellations, ferminutions
and write-ofls

Net commitments made

Uncommitted funds at June 10, 1973

Equity investments accounted for $119.3 million of the Corporation’s
portfolio, The remaining $345.9 million represented investments in the
form of loans.

The Corporation became active in standby financing and underwriting’
in 1962, when it committed $29 million for these purposes. This in-
creased rapidly, reaching the §55.2 million level at the end of fiscal 1973,
Of that amount, $33.7 million was acquired by others.

The extent to which the Corporation has increased the availability ol
{unds for investment in productive private enterprisc in cupital-short,
low-income countrics is by no means measured by 1FC’s total investment.
IEC is also a mobilizer of the capital of others, who invest together with
the Corporation.

Of the cumulative total of investments, the Western Hemisphere ac-
counted for about 39 percent of IFC’s total commitments, while commit-
ments in Asia accounted for 27 percent, Aftica and the Middle East for 17
percent, and Europe for 16 percent,

Over their life to the end of the Corporation’s 1973 fiscul year, the
average annual return on loan and equity investments held in IFC's
portfolio was 851 pereent—comprised of 898 pereent on loan invest-
ments and 7.84 percent on cquity investments,

Sales of Investments

An important source ol replenishment of 1FC's funds has been the sitle

ol its commitments, in whole or in parl, 10 other investors: as ol June 0,

1973, approximately §261.5 million or almost one-third of 1FCYS (ot
commitments, have been revolved in this way, und 1FC had nhtuned the
participation of other investors in more than hall the connnments i RN

made,
91




| Purchasers of IFC investment securnitics represent i broud sezment of
the world investment community, including France, the Federal Repub-
lic of Germany, ltaly, Japan, Kuwait, the Netherlands, Sweden, Switzer-
land, the United Kingdom, and the United States. Pension funds, mutual
funds and insurance companics, 2s well as banks and investment houses
are among the institutions that have purchased parts of IFC investnents
In general, IFC’s individual sales of investments have involved amounis
not smaller than $100.000.

Sales of investments further IF
capital for enterprises in the developi
the work involved in setting up an in
the costs. Through sales of invesiments 10 other institutions, the
tion has demonstrated the possibilitics of opcning up channels
portfolio investmenis in private industry in the developing conntries, i
some cases, this has in turn led 1o the establishment of pew bankmy con-
nections and n2w sources of long-term funds for the companies thems-
selves.

IFC revolves its funds and brings other investors into partnership in s
transactions in two main ways. The firstis for 1FC 1o offer participations ut
the time of a commitment. The second is through sales from the Corpor:-
tion's portfolio.

Participations are generally made on the same terms as those neguotiated
by IFC. The investor is offered a choice between taking a pro raia interest
in the entire transaction, including equity, or taking the loan maturities
without equity, in which case he can take up either a portion of the enure

loan or a portion of the early maturities. Although nearly all IFC's loans
are denominated in dollars, IFC has been able to arrange for the sale of
loan participations in some other currencies, such as Deutsche Marks,
Pounds Sterling and Swiss Francs. Investers purchasing parts of IFC loans
normally do so through participation certificates. The administration and
exercise of rights under the investment documents are handled by IFC.
ared to sell from its portfolio various
typ>s of paper which it holds. resulting from past investments, including
straight equity, loans and conversion rights. The investor is offered a wide
choice 1 this respect, but the terms of the sale naturally have to be
negotiated in each case, reflecting how the investment has fared since the
original commitment. In the case of sales of equity, the shares sold by IFC
are transferred to the parucipant, so that a direct relationship may be ¢s-
wablished between the company and the participantas d shareholder. It 1S
IFC’s practice to consult with its partners on szles of equity in order 1o es
1ablish that there are no objections for valid business reasons 1o the pro-
posed sale.

In making sales of shares held 1

methods. Some of the companies in wh
terest are owned by a broad range of local investors, w
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Purchasers of IFC in vestment slicuritics represent i broud segmen
the world investment community, including France, the Federal Repub-
lic of Germany, ltaly, Japan, K uwait, the Netherlands, Sweden, Switzer-

land, the United Kingdom, and the United States. Pension funds, mutual
funds and insurance companies, as well as banks and investment houses
are among the institutions that have purchased parts of IFC investments.
In general, [FC's individual sales of investments have involved amounls
not smaller than $100,000. ;

Sales of investments further [FC’s objective of mobilizing private
capital for enterprises in the developing countries. IFC itsell carries oul
the work involved in setting up an investment (ransaction and absorbs
the costs. Through sales of investments 10 other institutions, the Corpora-
tion has demonstrated the possibilities of opening up channels for
portfolio investments in private industry in the developing countries, 1o
some cases, this has in turn led to the establishment of new banking con-
nections znd new sources of long-term funds for the comp: nies them-

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

(ransactions in two main ways. The first is for IFC to offer participations it
the time of a commitment. The second is through sales from the Corpori-
tion's portfolio.
Participations are generall
by IFC. The investor is offer
in the entire transaction, including equity, or t
without equity, in which case he can take up cither a portion of the entire
loar: or a portion of the early maturities. Although nearly all IFC's loans
arc denominated in dollars, IFC has been able to arrange for the sale of
loan participations in some other currencies, such as Deutsche Murks,
Pounds Sterling and Swiss Francs. Investors purchasing parts of IFC loans
normally do so through participation certificates. The administration and
exercise of rights under the investment documents are handled by IFC,

e times. 1FC is prepared to scll from its portfolio virious
from past investments, including

y made on the same terms as those negotiated

ed a choice between taking a pro rata interest
aking the loan maturitics

At appropriat
types of paper which it holds, resulting
straight equity, loans and conversion rights. The investor is offered a wide

choice in this respect, but the terms of the sale naturally have to be
negotiated in each casc, rellecting how the investment has fared since the
original commitment. In the case of sales of cquity, the shares sold by [FC
are transferred 1o the participant, so that a direct relationship may be ¢s-
tablished between the company and the participant as & sharcholder. Itis
IFC's practice to consult with its partners on sales of equity in order to ¢s-
tablish that there are no objections for valid business reasons to the pro-

posed sale.

In making S
methods. Some of the companies in which IFC has
terest are owned by a broad range of local investors, w
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ytoted and traded on local stock exchanges. In such cases, there is an op-
portunity for 1°C 1o sell its holdings through the normal niechanism of
the market. In many cases, a public market for the shares held by IFC
Uoes not exist or is 0o narrow to allow sales of the volume desired. In that
evenl, private negotiation is used.

Tre exient of participations in individual investments has shown con-
si<erable variation, sometimes amounting to as much as 88 percent of the
original IFC commitment, Many of the institutions have taken participa-
lions on the basis of attractivencss of the paper purchased, simply taking
dccount of normal investment criteria such as the relationship between
risk and potential return, Participants, especially institutions active in in-
lernutional banking, also have heen attracted by the actual or potential
collateral benefits attached 1o an investment, particularly where there is
an existing or prospective banking connection either with the enterprise
itsell" or the country in which the enterprise is located.

IFC AND CAPITAL MARKET
DEVELOPMENT

As IFC's investment activities are directed at encouraging the growth
of the private sector of national economies, development of capital mar-
kets in developing countries is a vital [FC interest. The availability of fi-
nancing funds through capital and money market lacilities, and the or-
derly bringing to market of savings available for investment, at a going
price for money known to all, are important elements making for invest-
ment and business growth,

In March 1971, IFC established a Capital Markets Department. As the
local point in IFC and the Bank for encouraging the growth of capital
marke san the developing countries, the Department gives special atten-
tion te identifying problems of financial market development und 1o find-
ing ways of solving them. Its primary thrust is to mobilize domestic sav-
ings n the form of financial assets and to minimize the costs of inter-
meatation in order to enhance domestic financial self-sulliciency. The
Jepartment’s work takes practical shape mainly in two ways.

First, governments ané, erivate groups in the developing countries are,
at their request, helped to zstablish and support institutions to channel
domestic savings into productive enterprise, Such institutions nuy be
mortgage banks, savings and loan associations; they may also be invest-
ment trusts, discount houses, merchant banks, investment banks, and
securities distribution firms,

Second, in countries where securities are alrcady traded locally, the
Department advises on ways 1o encourage wider share ownership and to
increase the choice of debt and equity instruments available to local in-
veslors,

Lven before the organization o' his Department, 1FC had been active
in the field of capital market development, For example, the main objec-
five ol 1ty standby and undenwriting commitments has been to place
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International Centre for Settlement
ol Investment Disputes

THE CONVENTION

One of the central objectives of the World Bank is to promote and
muintain the Now of international investment, including private foreign
investment. This flow has sometimes been impeded by fear among pri-
vitle investors that, once outside the familiar protection of their domestic
legal systems, their investments may be exposed to political risks, includ-
ing expropriation or other governmental action not subject to indepen-
dent judicial review.

Because of its position of impartiality, the Bank, or its President in his
personal capacity, has on a number of occasions been approached by
governments or by foreign investors seeking assistance in settling dis-
putes relating to investments. While recognizing that the conciliation or
arbitration of disputes is a function somewhat alien to its structure, the
Bank has nevertheless occasionally agreed 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 defaults
tue to unresolved disputes might present to Bank or IDA financing (see
pape 45),

I the light of its experience with these and other disputes, the Bank
became convineed that the creation of permancnt facilitics, designed
specilically to deal with investment disputes between States and foreign
mvestors, could be a major step toward promoting an atmosphere of
mutual conlidence, and thereby stimulating a larger Now of private inter-
national capital into those countries that wish to attract it. Study of the
possibility of establishing such facilities began in 1961. By 1965, an ap-
propriate treaty instrument, prepared by the Executive Directors and stall’
ol the Bank ot the request of the Bank's Board of Governors and with the
assistance ol legal experts from many member countries, was submitted
(o governments,

The Convention on the ™ ttlement of Investment Disputes between
States and Nationals of otoer States was opened for signature on March
I8, 1965, to all members of the Bank. By September 1966, a sullicient
number had signed and ratified the Convention to permit it to enter into
loree on October 14, 1966, 30 days after the deposit of the 20th instru-
ment ol ratlicaton

Nonmembers of the Bank which are parties to the Statute of the Inter-
matiomal Comrt ol Justuce may be invited 1o become signatories. An invita-
Hom was extended o, and aceepted by, the Government of Switzerland,
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:“m: |1,tL("‘tll Ullt., of the Contracting States concerned should withdraw
e 'L entre. Ihe consent may, however, be qualified in various wiays
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iy N::.u. s piven. For example, a Contracting State may require the
e . .ull.\_amn al local administrative or judicial remedies; or consent
ay . Vil TS T H \ e ‘
Y .\ u steicted Iumnlull.umn. toarbitration, or 1o conciliation followed
“w..l\ll I...i.u_v‘llw atbitetion. Although no particular form is prescribed I'm:
BV ob consent fexcept that it must be in writing), the Centre has

|m

developed a set of Model Consent Clauses to assist potential parties in
submitting disputes to the Centre, and in exercising the various pro-
cedural and substantive options available under the Convenlion.

The Centre does nol itsell setile any disputes. Rather it establishes, is
far as possible in cooperation with the parties, ad hoc Conciliation Com-
missions or Arbitral Tribunals, to which the resolution of the controversy
is then entrusted. At all stages (as illustrated in the paragraphs below), the
same basic principle is observed: as far as possible the parties are free 10
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 thc progress and
conclusion of the proceeding.

Once both parties have given their consent, either before or after a dis-
puie has arisen, either party may file a request lor conciliation or arbitri-
tion, or the parties may do so jointly. The' procedure lor 50 doing is
specified in the Instituticn Rules adopted by the Administrative Council.
Each request undergoes a preliminary screening by the Secretary-General
for substantive conformity with the requirements of the ‘Convention; il
appropriate, he then registers it

Conciliation Commission, Arbitral Tribunal

Once a proceeding has been instituted, a Conciliation Commission or
an Arbitral Tribunal is constituted as rapidly as possible. Subject to the re-
quirement of having an uneven number of members and (o certain
restrictions on the nationality of arbitrators, the parties are free to con-
stitute their Commission or Tribunal in any way agrecable o both of
them: they may, but need not, choose the members from the Centre's
Panels. 1owever, il they cannot agrec on the structure of the body, the
Convention provides that it shall consist of one member appointed by
¢ach party and of a jointly appointed President. IT the purlics cannot agree
on any joint appointments, or if cither of them declines to mike the desig-
nations for which it is responsible, or if for any reason the constitution of
the body is delayed, either party sy require the Chairman of the Admin-
istrative Council to make the neecessary appointments from the uppropri-
ate Panel. Once all members of a Commission or Tribunal have accepted
their appointments, the proceeding is deemed to have bepun,

The procedure o be followed by the Commission or Tribunal is pri-
marily that agreed by the parties, unless this would contravene the Con-
vention. Should they fail to agree, then the Conciliation or Arbitration
Rules (supplemented by the Administrative and Financial Regulations)
adopted by the Administrative Council automatically apply. So far as these
Rules leave any gaps, or so far as ad hoe decisions may be required inapa
ticular situation, the Commission or Tribunal may issue provedural onders
and may, to some exient, delegate this function to its President.
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0 is the ultimate judge of its own compe-
tenee, and may tlso decide whether the proceeding is within the jurisdic-
tion of the Centre, The preliminary decision made by the Secretary-Gen-

eral in registering the request is not binding upon a Commission or Tri-
bunal,

Objectives

It is the objective of Conciliation Commissions to clarify the issues in
dispute and to try o bring about agreement between the parties on
mutually acceptable terms, Although the parties are required to cooperate
in good faith with the Commission and to give the most serious considera-
tion to its recommendations [or settlement, they are not bound to accept
them. The Commission must conclude its work by drawing up a report,
recording that agreenient has been reached, or that it has proved impossi-
ble 1o achicve uny agreement, or that one party has lailed to appear or to
piarticipate 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 parly lo appear or to present its case will not prevent the Tribunal
from rendering an award, although it must follow special procedures in
such acase. An Arbitral Tribunal may also consider ¢laims ancillary to the
principal dispute, such as incidental or additional claims or counter-
claims, and it may recommend provisional measures to be taken by the
partics. A Tribunal's decisions are taken and awards are made by a ma-

jority of the rnembers. Although no appeals may be taken outside the pro-

cedures provided by the Convention, several post-award remedies are
avatlable within it

I. The original Tribunal may be requested to correct any errors and o
supplement any incomplete decisions.

2. The original Tribunal, or if necessary a newly constituted one, may
be requested to interpret or revise an award,

3. The Chairman of the Administrative Council may constitute an ad
hoe Commitiec of Arbitrators to consider the annulment of an award
on certain grounds specified in the Convention. If the award is an-

nulled in whole or in part, the dispute may be submitted to a new
Tribunal,

Compliance

Once rendered, an award is binding on both parties, who must comply
with its terms. Morcover, every Contracting State is required to recognize
as binding all awards rendered pursuant to the Convention and generally
o enforee any pecuniary obligation imposed—whether or not its Govern-
ment or any ol ity nationals were parties to the proceeding., For this pur-
pose, cach Contracting State must designate to the Centre a court or other
authority competent to recopnize and enforee awards certified by the See-
retary-Cicneral
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No request for the institution of any conciliation proceeding under{:hc
Convention has so far been addressed to lhl:z Sccrcla’rg-Gcncrul‘. The _fsl
request for arbitration, which concerned a dispule arising outof an itlllf_f!.:
ment between the Government ol Morocco and Lwo privale cump'.mu.j.:
Holiday Inns S.A. (a Swiss company) and Occidental Pct::o‘lcum ln.c, l::}; :;‘5
corporation), was registered by the Secretary-General in January 19724
The proceedings were still continuing at December 31, 1973. -

A large number of investment agreemenis has pet_an conclude in
which the parties recorded their consent to the submission of luture dts]-1
putes to the jurisdiction of the Centre. While such agreements may we
continue to be the most usual method of having recourse to the Conven-
tion, there are other means of so doing. For example, s:cvcral States have
included reference to the Convention in special lcuis_!mmn_ enucted 1o p'ru—
mote foreign investments, and cerlain beal.cs duuln_u'. with 1hu. ﬁi:i.lll::x 0
investments made by the nationals of onc purly n thc. lcrnmru:_a.’ of
another provide for the use of the Convention to scltle dispules ansing
out of such transactions. ‘

Finally, the parties to a number of agreements wh'o for some reasor
cannot submit tc the jurisdiction of the Centre (becatse one of 1Iu:m_1
not associated with a Contracting State, or is not such a State or a dc!fng.
nated subdivision or agency thereef) have provided for :ir! hf:t arbltrafnm
and specified that in stated conlingencies eilhcr'th‘e (.hmrma.n ol‘.!h_
Council or the Secretary-General is to be the appointing authority uil Iu._
resort. Officials of the Centre approached with such requests ha.w: indi
cated that they will generally consent to perform the funcnun‘s 1uln.'su.!c.
for them in satisfactorily formulated disputes clauses, unlcs§ !hls might b
inconsistent with the interests of the Bank and its alliliates. I h;_l.
the refore, been suggested that the Centre be cunsullc.d‘nml receive [t
comment at least a draft of the disputes settiement provisions belore suc
agreements are concluded.

Investment Laws Project .

The Centre has initiated a project for the collection, classification un
dissemination of national legislation and intc{nnlihonlul ngrccmtl:nls rc'l’u
ing to loreign investments, with the object of assisting S_mu:s in mu}?n}
useful comparisons among investment 'pr_omonon .m§trumcnts i
different parts of the world and to help i'umih:ap.{c potential investors wil
legal conditions in various developing countries. # o

The material collected is computer-prepared ;mn‘l coded, 1t is .1rr.1r:;,
by titles and has concordance tables \\tilh t:rus.';-rclcrcncc:*i. A .nun?hn'.r.
loose-leal binders covering 50 developing member coun tries is mmuu..u
three have been published to date. Bindcr‘l inc_ludgs Alghanistan, .( .h-“
Ivory Coast, Kenya, Korea, | ’hcri;t._M:il;lym:l.‘Nlp.cn;n, U[‘.;\I\tli.l. “m.l /.m‘
Binder 11—Burundi, Dahomey, Gabon, Ghana, Inde mesia, Janng
Nepal, Niger, Sencgal, and Tunisin; 1}indcr III_-— Iluli.-,w;np.-. and Sinpapar
plus updated material for the countries contained in Binder |
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MULTILATERAL INVESTMENT
INSURANCE SCHEME

AL the request of the United Nations Conference on Trade and
Development (UNCTAD), based on earlier work by OECD, the Bank has,
for 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-
mercial risks. The Bank stafl drafted Articles of Agreement for an interna-
tional invesiment insurance agency which went through a number of
revisions, The most recent draft, after review by the Executive Directors,
was sent,in April 1973, together with a stalf memorandum identif ying the
principal outstanding issues, to member governments. Thereafter, wora
on the agency within the Bank was suspended and will not be resumed
unless enough governments, of both developed and developing countries,

CXpress positive interest in proceeding with the proposal.

APPENDICES




. S — e e —— '_.'.¥-'__-'j Y ..I, ST R s e T . Lt ‘ e '."_ - : o . 2 P o B T
"% "Bank and 1DA Lending Operations ' A A DR
by Major Purpose and Region

Cumulative otal of louns und eredits approved, June 30, 1973
(USS milhons)

Bank loans to curtenl bortowers by region 10A eredits by 1egion

Europe.
ﬁ'}';?.’é?i Middle " ! nnl"E'l 0 k Hank loans

= e i Latie S Is cuttent opast et

asletn eslern h menica, ] : Aany &
Putpesetts Alrica Alrica Asia M'::r.a c",;;r:n Total - ‘;‘;‘,’;: M.;‘r‘::: Asia Alrica  Caribbean Telal borrowers barroaers
AGHICHE TURE, TORCSTRY AND FISHING
Apronltoal credil " : -—
Avea development T 315
Food and won-lood crvps 5.5
Irnigation, thol conteol and dramage .. U5
Forestry and lishing S Pehy 19

| a4,
$ 125 § 795 § 629 § 1684 $146 S0 § 05 AL § 461§ 3??: $ 31‘}
20 120 241 1226 615 U8 65 6.0 s s ' 20
- 10.0 12.0 843 3. 254 1218 150 201 LA 14562
391.0 249.3 134 798.2 | 1094 188 B/ 1579 ! o 14492 Y
23 %8 87 8.7 - o 13 35 55 g B 715
Crop processing and slorage ... ... - 143 749 84.8 174.0 63 - 54.2 = 003 g 8.7
Livesloch ) i AR 52 15 50.0 479.5 542.3 4.0 6.4 106 295 139.4 le.; 12.1
Apncaltural researzh. .. ooovoinnnnan - - 127 - 127 - - i e }g‘; 174
Other o A 5.6 23 23 2. 56.9 _ = 155 83 ‘ STk
Subtotal sl : § 5509 § 5155 § 8201 820531 2069  SI1037 3 95 31, 9 S16129 3 36660

: § RUK |
[OUCATION $ 932 §$103 § 97 § 5078 049 $710 § 109 : 1 ‘303§ 8ea) $
INDUSTRY

Iron and steel ' $ 1800 § 865 § 2040 § 5695
Pulp and paper s 4.2 - 200 242
Fertilizer and other chemicals 32,0 240 - 56.0
Miming, other extraction . ... 54.5 25.0 46,8 289.3
Small industry and industrial estales ; - - - -
Development linance companies 162.1 171.2 2525 LITA
Other - 165.9 2.5 128.4
Sublota! $1.0424 $10286 § €358 § 2898.8
Han e cr 5 = $1330 § 600 $ 3430
POFUEATION § 50 5 165 § 50 § 265
oWl § 9927 0§ 5990 §52.8835 §50574
HHCHIICAL ASSISTANCE y - § - 8§ - 3 -

THLECOMMUNRICATIONS $ 1278 5 1858 § 1132 § %127

TOURISK $ — § M0 5 20 § 660
TRANSPORTATION
Avialion 30 % S6 % - §$ N0 § Ms 1 I -
Highways . 153.7 214.5 5856 11195 2,294.0 : 2036
Pipetines - 56.2 148.9 213 2284 o= 9866 42,0 1.028.6
Ports, walerways and shipping : 9.3 2515 2463 121.1 193.5 154.3 23951 218 26229
Rartways : 72 8099 4155 4145 18U 4192 430 = 530
Other 8.0 25.0 - - - 510 o _— T T NED SR
B - 5 16 N60  § 14113
Subtatal 64 3 3252  $1403.7 51,393  $1J21.4 53330 § 1 oL : ”;i i : '_ ]
URBAKIZATION § = §$ 160 § ~ § S4 § 214 $§ - : wod S = §. 0104
WATER SUPPLY AND SEWERAGE 1§ M5 0§ 501 S 1824 $208 § 5519 $nt 3 in 000 LAV SI60W %
T0TAL 15 SI0007  $42018  $42N4  $6709 $1143056 K $50634 2010 DS BT

wn
9~
oW

ol 0 MY O |

o
—
(=]

o
=4

§ ~ § 5695 § 18
o s 0
123.0 1190 1791
25 2918 78
135 135 - 14
1415 19129 M8 1,931 1

2 1£2.6 1841 w2l

7807 S3.095 8 da2  § 3!
$10000 $13530  SLIIE  §241
$ M2 $ 651 3% - 3 il
$ 4816 $ 553190 b e § L2001
o 1 We § =~ & W
w4 § 831 0§ ~ § 891
$ 802 § - § *#02

$ -
123.0

-

{ I
(I

05

60.0
$ 1925
$1,000.0
§ 4
$ 3190
$ 140
$ S
$ 42

L
]

[

« gt LB

-

wn

~

~

-
[

|

I

]
w

i R T e T
e A e e e e
-

—

W A% WY A1 AN N

.
=
w |

-

§ 1l $ 162 § 93
02l 4300 14510
2084 - 224.4

-
M
oa -
ol |l wl

|
|

W weegdbon the Gatal Abame is Dagtante &, o0 atcoun iy Laken of cancellations and relundings subtequent Lo original cammilmenl; amounts
wh i asnellatimmy sl eetundings are Voiwn by coinlip and putpose in the Statemenly of Loans and of Weselopmert Credily, which are
swailabile pivveguest Dand dooon el § 10 oniihen ta 1 C are escluded. Due 1o tounding, Tolals may nel sgreewithihove shawn in ﬁ;-pudn r 8

0t s e Beon ohavatied by the magon purpasve Ihey linance. Many projects inglude schivity Ia mere Than one vecler of yubsecisr

W hahtes JAT) il b L uropeas tecomliog e loany made belore 1952,

STt we Bt BOED sttt ol € anibits siade ba Pakinlan by wailier years lor development projects in ils fermar eatlern wing, now
Bamglatmhy Bhve onidoby woeie voad bowatedd i tewived tonm, as cledily la Uangladern,

104




Vs g )

a7 s

v
e
Hiwana
i
A

had

CTLR T
enya'
witho
briw
iagary Republy

valin
ih Alrgn
an
anlang
rann’

rri Volu®
ir
wibiet

lomd

wal Hank an
[Decenber 11, 197

ratial Aliwan Kepublic

mogo, People's Nepubl of

" Adeh Republc

on Arsh Kepubhc
0. People’s Democoatic Republn of

106

——- . y TR
d m;\ Lending Operatlons by Couniry
L)
Bunk Loany TUA Credis
el Amount leny
Mei |mnl' wabes A repapmenin Netamoun)! fepapmeniy
3 105,000,000 1 30960000 ] —_— I -
32,000,000 32,000 000 11,840,000 .
4,500,000 264 000 3250151 10m)
62,800 000 62,255,000 66,700,000 -
— — 17,400,000 —
— —_ 13,200,000 —
30000 000 24545 11539008 nas
— — 26,000 000 S
56,500 3500000 1310713807 -_—
— - 2,000,006 —
104,600,000 11611000 L 157,400,000 16,500
LoPLI R 18,105,000 —_ _
— —_ 3,400,000 —
53,000,000 4) 576 000 6031080 4190
73,500,000 72,545,000 _— —
100,491,567 94,345 000 7,500,000 —
5824006 315320 600 1 11619.778 —_
R _ 5,700,000 —_—
16849011 15,610,000 11,000 009 —
16,100,000 26,100,000 &) 200 oy —_—
-— _— I 4,600 000 -
— —_— 51,000 000 _—
1 66,000 000 1186002 14,50 o0 —
| a813,119 1895 068 115,700 000 -
1] Mranan a1 35,800,000 —_
- —_— — 11,100,224 -
It JET 400 512252514 15,304 830 —
i} 16,930 000 11220 6% —_ —_
- —_— — 116,100,000 -—
[ 19804 037 18912 48) 1 59,050,000 _—
] 11,400 000 10,158,000 10,300 000 _—
- —_ _ SLRMLE bi1 177,340
n 241 300 000 431 000 -_—
b 121235,187 06598 () B.118802 a1 2
H 6930000 3,750,000 1000 L0 a7
J 41200 000 41,2000 I 105,259 418 bR
- _— — 1 1AG0 po) -_—
i’ 166,390,999 155,120 500 I LAFTHAL] ] LIFY] ]
I 1,400 000 anm 4“0 012 —
- —_ — 12,100 oo -_
L ] FA A [ PR 12 000 ) -
il 156,354,360 1910642 s
i £).246,000,204 521010041 950 1456,794.935)
§v ot Y. i LLTIATH] 1 —
— —_— 26,950 000 —
SENBIATH] 1500 000 11 000 o) -
10930, 14 )88 062 130078 A
Lits 2e0000 SHAIL 2G) 2500 240 490 LRLTRY)
- — 09 )iwi o) -
SH4IW AL BI8302 060 — —
143.60) i 134560,1%0 -— -
4171919 T80 449 63} -— -
LARNANE ) 59400409 — .-
—_ — 40, 315.40) BLAT]
443449711 431007 o0y I 98,129 152,781
b OO 1) 10,180,107 —_ —
BN TTR AT I8 504 g -—
— - 19,900 L0g) —_
[TLRARE A1 IA299 pik 80 AN 330 124600
FIYETSETTY 296 R 919 RS -
13480 244 TIb 340414 —
LA RTRAT] 33390 1% PANHIR A | -
-— — LR LT ——
1A RLENIRN % I8 I o —
— — LTI -
— LTI -—
(LRI RV AL LERETRTUATYY LUF IR

Bank Lisans
Wet Amouni el
L] Kl nwllt' salei d lapayments Na
inmu 9 5 104360003 5 NLn -
74,000,000 — =
g H 56291510 0361212 -
. 3 15000000 1952134)
[rlf;-“:'an n 296516346 130055 41 -
e 50,000,000 e =
i ) Hisi 122904471 2
e 10 4014700 3515000 -
e 6 915000 35541561 -
g 1 191028 00 110285360
S 1 11,761,983 i =
Y 1 ko 1o =
64519 —
e " iu,uoo‘um S180099 =
— [ 37,500,000 4301751 -
iy 10 426211 46 MO1612 1 -
Tork n 20679600 AN RN 1
I"":J" Pl s LTI
s 54 SRITRLIAL} LI L
S e Gt 509,100,049 5 433036000
. 1 21250000 21412 600
s ¢ 1742290235 1414 662,139
o n 150082 14230401
Cotor 5 (FLELHT 15,020,054
ot 1 125476251 101 415 991
E:::!. It:- Republc ] 5,000 000 ll.?;:ﬁ'“
i 1" 91,300000 60519009
o " 94711024 0,700,109
- ey I 499204 Won2
fj““""" ] 0219017 19,200 0o
uyani l i
. N nﬁ.‘lﬁ FRITREL
onpais L) 9259401 4204 D0
i ) 1472399450 129479279
vy 1 110258021 1,360,000
e 10 LT AT6 101 936.150
iy " 01351 1641949
ol o 292247 203 201010 541
Tomdad & Tobigo § NARAM 51,764,801
Urigiiny i 185,161,139
Venerueln 'E 158 00 a8
0 1691145026 531
— 1 § 417,10 000 L LRI
o ) 18 200 (0 18200 (e}
o . 100 344 180 11018549
New Tealand : 026220

Papus Mew Guines

Totermaremd Frmance Copvatom 4§ M0DOMO 3 MLAW0N0
Bars TUTAL 90 countres e
o .lllll C O_ni ‘Himl_Tu_nu_ r".".

IDA TOTAL &b countrsen
Combined Bank/IDA TOTAL 109 qouniies & 11T

wenh kg sad Miminateay )
' J | ppers Vislia
- il Casani onshatad woih Myl Ssnpgel on
I e aniania and Uganida
rabibie end fambia

107

3 194080

A Loe o

Ner wmoni

[l

ARNARRARRRERRE

TR s e

1 LRSI

LTI

L RTIRLS
1%, 300 1
489024
PR ECLITLT]
Yo W D00
13300

9,400,000
Jea sy
JIAITIN

154N

Th AV N

$ NN

14 200 e

;—J‘l .Jll;;FIﬂ

S4 044,200 811
- [¥)

|

i
i

HERRNRE

-




e e 3 ST . e Y T AAND i L. g = b p P i T e R T = e e M P T T Ty S8
5 . Appendix
INUERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
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lexpressed in United States dollurs of the weight and fineness in elle

i thowsands)

er and Supplementary Resonrces

clon Junuary 1, 1960—

I Appcndix D

Mot !

.':utncupnurlsl

Volng power

Supplemeniury

TESOUrces

Tutal
subscriptions
and
supplementary
resuurees

Amounis?

Percent
of il

Number
of voles

Percemt
of total

Amuunts?

Amounis? 4

Avstialia
At

el i

LRI K
(RTINS
ikl

Frange
Germany, Federal Republic of
leelana

lredangd

Iy

Lipan

K twait
Lunemboury
Netherlunds
Nurway

South Africa
Sweden

United Kingdom
United States

TOTAL Part | Members

Alghanistun
Alperia
Arpenting
bampladesh
el

Wernanig

Witevnih

Lo oo

Evmot Atacan Republic
Chald

e

Clang

Codirinibng

Conga, People’s Republic of
Conta Rica

Cyprus

Dahomey

Pamimican Republic

I euadon

Upypt, Arab Republic of
L Salvador

I'guatanal Guinea
It

lip

Chabvamn

Coambig, The

Lot il
Lt a
LTI
RTIN
Fhasinalune s
T
TR
lan

Tty

Iaianl

Iviry Coni
Jueilan

Kt ayi
Klrmer Repahiln

)

20,763
5,238
746

39,682
9,174
1952

55,015

55961

103
3,147

18,160

35,356
1,493

S 782,881
5

1.049
4,186
19,562
5,589
1,101
166
19,562
2,099
790
1,010
500
519
3,500
I 46
Y
St
J08
760
S00
410
076
5271
J00
312
519
581
S00
21
2,452
2618
Al
1040
8427
o
11}
IRV
11 S0
4.7
a1
1,745
| i
L]
1,145
[T

13,079
5,232
9.597

32,464
8,922
4,037

38,284

49,874
1,806

G
1.892
652
BN
2022
2,200
5.2
Sal
1,967
2,003
2,130
(A1)
1911
3712
JAK0
2,022
2407
2,308
652
1,951
20,424
9,160
4 868
2213
2,904
241
560
2,904
2452

s 99217

29,322
68,954
264 848
61,666
18,496
306,997
420,597
447
1883
18,360
249 964
19,427
2,160
112,645
41,308
9,989
194,61)
559,650
1,740,390

§

5

4275954

lIlIIIIIIIiIIIIIIIIIIIIiII!IfI'1IfI|'I|f|||F

S 111980
34,560
71,700

304,530
70,840
22,448

302,032

476,560

550
1,030
96,520

285320

22920
2,550

141,080
49,320
20,030

206,225

694,300

2,072,290
$5,058.835

S 1.049
4,186
19,562
5,589
1101
166
19,562
2,099
790
1010
500
519
3,530
Al
1on7
00
JO8
THl
S0
416
67t
s
Auth
e
519
581
SO0
m
2452
20K
dln
1,049
842
160
i
41,919
11,53)
4,717
190
1,745
1,049
RIVH]
1,745
1,060

Tl
Subrarriuns
il
supplentientary

TesouIey

Ami ant?

Supplementary

Suh‘cnp!mm} - Yoi' g power resources
Percent  Number  Percend

ol il of votes  of wia!

Member! Amounts? Amnunted

Korea 1,309 2615 % 1,309
Luos 519 05 2,093 A 519
Lebanon 450 { 590 J 450
Lesotha 160 J 1,859 5 1066
Liberia 790 J 2,17} Rl
Libyan Arab Republic 1,049 . W RY ] as 1o
Malugasy Republic 1.010 J e Lo
Malawi 790 ] Y ) 190
Malaysia 2618 25 JARO - J0IN
Mali 904 J 2. 406 . 4
Miuritania 519 J 2.09) - L]
Muuritius 894 | 2,344 : K
Mexico 8,740 1 2,248 21 EE L]
Morocco 3,667 X 4,168 . - )
Nepal 519 05 2093 25 510
Nicaragua k1) ! 1,951 i
Niger 500 J 600 S
Nigeria 3491 : 4,057 3491
Ontan i1 1,951 1
Pakistan 10,482 B.671 10452
Panama 20 S04 N1
Paraguay M1 : 1951 i
Peru 1,770 ] 854 1M
Philippines 5210 . 2010 5w
Rwanda 160 052 Tt
Saudh Arabin 1,700 i 1,240 (L
Sencpgal 1,650 : 816 | Lk
Sierra Leone 60 i 652 it
Somalhia 790 K 2,27) "
Spain 10,482 R.67) 12500
S Lanka 3148 f 1825 LN
Sudin 1,049 ; 2437 (NI
Swauziland 132 1,908 LA
Syrian Arab Repuhlic 987 2,400 u87
Taneania 1,745 2.904 1,745
Thaland 1148 a 1825 ANEL
Togo 790 221 T80
Trinidad and Tobago 1,350 170 1,350
Tunisia 1,569 A5 2.19) 1,509
Tutkey 6,026 57 5,113 6,020
Uganda 1,745 16 2.904 1,745
Upper Volta 500 05 H) S0
Viel-Nam 1,569 A5 2,13 1,509
Yemen Arab Republic 4dh 04 2041 A0
Yemen, People’s Demoeratic
Republic ol 1,226 A2 2.5601 -
Yuposlavia 4,198 Bl 4,525 J8K2 K80
Zaire 3138 A0 J K2 - 118
Zambia 25 (IRE 2 - 2.0

TOLAL Part 1l Members § 219,120 262K 301517 3584 SS90 S RS0
GRARD TOTAI S1.062,000 10000 R41L236 40000 S42R1 0944 $5. 341,945

Friered

o

(=
=

RO U o O

1

1,226

e subsatiplins of, il the supplementary resources provided by, 1501 | memibers are pay able an breely vonsernbily g
rencies and may be frecly used o exchanged by the Assxiatinn

"'\ul-\u-[-m«n i hatie amvitial subscriptions of A0 members and addinional subscopions ki g by menmieis ko thy
Third Keplenmhment of the resources of the Asuwiahion

"r\nlﬂuﬂls are expressed in United States dotlars of the weght andd Bineness o ¢levt o a1 0000 L 1 datin
puf ey, vive Linged States dollar as used in this Appenihin s apprronmnately evual to b 20V cninnan Vit Sane
dallars

Aamounts epgtepating the cquivalent of SOVR2IEARD recevabde Trome pemmbaers are v bl ol whindy $6001 LI LRI
chuivent wirs past due ot December 311973, and the batanve S50, M08 TH couvatint, was et yep il

SLeas than 00§ percent

General $9000 from Western Samoa have Been received on sccomnt ol s sl sato oot pemding sl o

membernship
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LD BANK OFFICES AND MISSIONS Appendix E
December 31, 1973

Headquarters: 1818 H Street, N.W., Washington, D.C. 20433, U.S.A.
New York Office: 120 Broadway (15th Floor), New York, N.Y, 10005, US.A.
European Office: World Bank, 66, avenue d'léna, 75116 Paris, France
London Office: World Bank, New Zealand House (15th Floor), Haymarket,
London, SEI Y4TE, England
Tokyo Ofice: World Bank, Kokusai Building, 1-1 Marunouchi 3-chome,
Chiyoda-ku, Tokyo 100, Japan
Fastern Afriea: World Bank Regional Mission, Extelcoms House, Haile Selassie
] Avenue, Nairobi, Kenyay mailing address—P.O. Box 30577
Western Africa: World Bank Regional Mission, Immeuble Shell, 64, avenue
Lamblin, Abidjan, Ivory Coast; mailing address— B.P. 1850
Afghanistan: World Bank Resident Mission, P.O. Box 211, Kabul, Afghanistan
Bangladesh: World Bank Resident Mission, Bangladesh Bank Building, (4th !
I‘loor), Motijheel Commercial Area, G.P.O. Box 97, Dacca, Bangladesh |

Colombia: Resident Mission Banco Mundial, Seguros Tequendama Building, Car- |
rera 7 No. 26-20, Piso 25, Bogoid D.E., Colombia | -

Ethiopia: World Bank Resident Mission, LB.T.E. New 1elecommunications
Building (First Floor), Churchi!' Road, Addis Ah~ha, Ethiopia; mailing ad-
dress— IBRD Mission, P.O. Box 5515
} Ghana: World Bank Resident Mission, ¢/o Bank of Ghana, Head Office, High
Street (5th Floor), Accra, Ghana; mailing address—P.0. Box M 27
India: World Bank Resident Mission, 53 Lodi Estate, New Delhi 3, India; mailing |
address— PO, Box 416
Indonesia: World Bank Resident Staff, Taman Suropati 2, Bappenas Building,
Jakarta, Indonesia; mailing address— P.O. Box 324/DKT
Nepal: World Bank (IBRD) Resident Mission, R.N.A.C. Building (First Floor),
Kathmandu, Nepal; mailing address— P.O. Box 798
Niperia: World Bank Resident Mission, Raymond House, 97/105 Yakubu
~ Gowon Street, Lagos, Nigeria; mailing address—P.O. Box 127
Pakistan: World Bunk Resident Mission, P.O. Box 1025, Islamabad. " ukistan
Sudan: World Bank Resident Mission, 28 Block 2H, Baladia Street, Khartoum,
Sudan; mailing address—P.O. Box 2211
Tanzania: World Bank Resident Mission, N.I.C. Building (7th floor), Dar es
Salaam, Tanzania; mailing address—P.O. Box 2054
Thailand: World Bank Regional Mission, Udom Vidhya Building, 956 Rama v
Road, Sala Daengh, Bangkok 5, Thailand
Zaire: World Bank Re.ident Mission, P.0. Boy 14816, Kinshasa, Republic of

Zaire
Zambia: World Bank Resident Miss on, P.O. Box 4410, Lusaka, Zambia




