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WORLD BANK

Basic Data'
(Amounts in US$ millions)

1946 1956 1966 1968 19731

Number of member countries 38 58 103 107 123

Subscribed capital $ 7,670 $ 9,051 $22,426 $22,942 $25,222

Borrowings2  - $ 850 $ 2,806 $ 3,290 $ 9,042

Reserves - $ 228 $ 954 $ 1,160 $ 1,741

Lending: Commitments3, 4  - $ 2,667 $ 9,584 $11,247 $21,0095
Number of loans3  - 150 461 551 965'
Number of different countries assisted since 1946 - 42 79 84 90
Disbursements3  - $ 1,964 $ 7,259 $ 8,821 $14,465

Staff: Number of staff members 72 511 1,326 1,588 3,553
Number of nationalities represented n.a 37 68 74 98

lAll figures are as of June 30 of each year shown, except for 1973, where figures are as of December 31, 1973.
2
Principal outstanding.

3
Cumulative figures from June 1946.4
Net of cancellations, terminations and refundings.

51ncludes four loans to IFC, totaling $297.4 million.



INTERNATIONAL DEVELOPMENT ASSOCIATION

Basic Data'
(Amounts in US$ millions)

1961 1966 1968 1973'

Number of member countries 51 96 98 112

Subscribed capital $ 906 $ 999 $1,000 $1,062

Supplementary resources - $ 763 $ 773 $5,166

Transfers from World Bank2  $ S125 $ 210 $ 815

Lending: Commitments2 3  $ 101 $1,365 $1,788 $6,142
Number of credits 2  4 89 122 414
Number of different countries assisted since 1960 4 32 40 66
Disbursements 2  - $ 682 $1,343 $3,521

Staff: The staff of the Association is the same as that of the World Bank (see pages 8 and 20).

IAll figures are as of June 30 of each year shown, except for 1973, where figures are as of December 31, 1973.
2
Cumulative figures from September 1960.

3
Net of cancellations, terminations and refundings.



The World Bank Group

ORIGIN AND NATURE

The World Bank Group consists of three international financial institu-
tions-the World Bank itself (formally, the International Bank for
Reconstruction and Development), and two 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 of financial 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.

THE WORLD BANK

Early in World War II, the economic and financial experts of the Allied
Nations began to consider what plans could be made to help meet the eco-
nomic problems of the postwar period. They recognized that attention
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, of 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 intended to help
realize these goals.

From deliberations on these plans, the outlines of two complementary
financial institutions emerged. The first-to become the International
Monetary Fund (IMF)-was to promote international currency stability
by helping to finance temporary balance-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 help finance
the reconstruction and development of its member countries.

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

'Article VII, Mutual Aid Agreement between the United States and Great Britain.
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representatives of other countries, the proposals for these two organiza-
tions had reached an advanced stage. A United Nations Monetary and Fi-
nancial 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 for submission to the participating governments.

The Articles of Agreement of the Bank were formally accepted by a
majority of the participants by December 27, 1945; representatives of 29
governments had signed the Articles in Washington on that date. Six
months later, on June 25, 1946, the Bank opened for business and pro-
ceeded to 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 Purpose

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 fulfill them without 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
guarantee 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 economic strength. This is the solu-
tion which was embodied in the Bank's Articles of 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 equivalent of $27,000 million, of which the equivalent of 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
to meet its obligations arising out of borrowings or guaranteeing loans.

This capital structure provides the Bank both with substantial loan
resources from its own paid-in capital and with guarantees enabling it to
borrow even more sizable resources, mainly through the sale of Bank
obligations to investors. Capital markets are the largest single source of
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funds employed by the Bank to finance 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 three-
quarters was held outside the United States. There were important hold-
ings of the Bank's obligations in about 80 countries. By December 31,
1973, the Bank had also sold, or arranged to sell, to investors in the aggre-
gate the equivalent of $2,510 million of its loans to borrowers.

As the records of the Bretton Woods deliberations indicate, the empha-
sis from the beginning was not so much on what the Bank could lend
directly out of its paid-in capital as on the concept of the Bank as a safe
bridge over which private capital could move into the international field.
Indeed, it is one of the unique features of the Bank that, although it is an
intergovernmental organization, it relies mainly upon private investors
for its financial resources.

Guarantees in international lending were not new. In the early inter-
war period, for example, several loans to European governments carried
the guarantee of other European governments. The new feature was lend-
ing by an international institution, each of whose members was responsi-
ble up to the amount of the unpaid balance of its capital subscription for
outstanding obligations. The amount of the risk thus guaranteed was
limited by the requirement that the total outstanding amount of the loans
made or guaranteed by the Bank was not to exceed the total of its unim-
paired subscribed capital, reserves and surplus.

Basic Provisions

In drafting the provisions of the Articles of Agreement governing the
use of the Bank's funds, the founders were acutely aware of the need to
avoid the errors which had characterized much of the international lend-
ing of the past, and particularly of the interwar period. Capital raised
through sales of securities in foreign capital markets had frequently made
little or no contribution to the productive capacity of the borrowers. Many
of the loans had been made without reference to the ability of the bor-
rowers to service new, or even existing, foreign debt. These lending prac-
tices undoubtedly contributed to the widespread defaults in the 1930s.

To avoid these errors, the Bank's Articles contain a number of protec-
tive provisions. The Bank's loans must be for high-priority productive
purposes and, except in special circumstances, must be used to meet the
foreign exchange requirements of specific projects of reconstruction or
development. The borrower may be a member government, a political
subdivision thereof, or a business enterprise in the territories of a mem-
ber, but if the borrower is other than a government, the loan must be
guaranteed by the member government in whose territory the project is
located, or by its central bank or some comparable agency. (In practice, the
Bank has always obtained a government, as distinct from a central bank,
guarantee.)
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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 to
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 are used only for the purposes for which the loan was granted,
and to pay attention to economy and efficiency.

The 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
Bank is prohibited from making "tied" loans: that is, it must not impose
any conditions requiring the proceeds of its loans to be spent in any par-
ticular member country or countries. Thirdly, only economic considera-
tions shall be 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 affairs of any mem-
ber.

INTERNATIONAL DEVELOPMENT ASSOCIATION

In the late 1940s, there was already some discussion in the United Na-
tions of the desirability of establishing an international agency which
would finance 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 Partners in Progress in 1951. The
idea became more topical during the 1950s, when the developing coun-
tries as a whole were rapidly adding to their external debt, in many cases
by increasing short-term, high-interest suppliers' credits. At the same
time as the debt burden of the developing countries grew, their ability to
make effective use of capital was tending to increase. The achievement of
satisfactory rates of economic 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 (IDA) took 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 a Resolution calling for the
US National Advisory Council on International Monetary and Financial
Affairs (NAC) to study the feasibility of establishing an International
Development Association to make multilateral development loans on
terms more liberal than those then available. The Resolution further pro-
posed that IDA should be an affiliate of the World Bank. The NAC re-
ported favorably on the proposal in August 1959.
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At the Annual Meeting of the Board of Governors of the World Bank in
October 1959, the Board of Governors adopted a Resolution proposed by
the US Governor requesting the Bank's Executive Directors to formulate
Articles of Agreement for IDA. In January 1960, Articles of Agreement
were approved by the Executive Directors for submission to the member
governments of the Bank. By September 1960, countries representing a
sufficient percentage of total subscriptions had accepted the Agreement
for it to come into force. IDA then had 15 members. By December 31,
1973, it had 112 members.

The timeliness of the formation of IDA was underlined by the
emergence, in the early 1960s, of a large number of newly independent
countries in Africa, many of which needed finance for development on
concessionary terms. These countries were not able to rely to the same ex-
tent as before on the financial support of the metropolitan powers with
which they had been associated. Nor had they developed a credit standing
of their own sufficient to enable them to borrow on the scale they re-
quired. Many newly independent countries became members of IDA dur-
ing the first years of its operations.

Conditions and Resources

All IDA credits to date, except a very few for project preparation, have
been for a term of 50 years, with a 10-year initial grace period and no in-
terest charge, only a service charge of Y of one percent per annum.
Because it is impracticable for IDA to raise funds from private investors,
the Association relies primarily on the governments of its richer member
countries for its resources. By December 31, 1973, the cumulative total of
usable funds made available to IDA amounted to $7,135 million. The bulk
of this amount was accounted for by the initial subscriptions of member
countries and three general replenishments of the Association's
resources. Other components of this total were special supplementary
contributions from several members, and two interest-free loans made by
Switzerland plus a voluntary contribution from New Zealand, both non-
members. Included also was an aggregate of $815 million transferred to
IDA by the Bank, representing that amount of the Bank's net income for
the fiscal years 1964-73 which, after provision for reserves, might other-
wise have been distributed as dividends.

Although IDA's sources of funds are different and the terms of IDA fi-
nancing are easier, IDA resources are generally administered on the same
principles as those of the Bank. The bulk has been extended for financing
power and transportation, with growing amounts in recent years for
agriculture and education.

IDA is legally and financially distinct from the Bank. Its Articles of
Agreement, however, provide that countries must be members of the
Bank to be eligible for membership in the Association. In addition, the
President of the Bank serves ex officio as IDA's President and as Chair-
man of its Board of Executive Directors. Similarly, Governors and Execu-
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tive Directors of the Bank are ex officio Governors and Executive Direc-
tors of IDA, if the countries which they represent are members of both
institutions. The Bank and IDA also have the same staff.

BANK AND IDA OPERATIONS-

GROWTH, DIVERSIFICATION

Through the 1950s, Bank lending was concentrated on capital in-
frastructure- transportation, electric power, telecommunications, and ir-
rigation and flood control.

As newly independent countries joined the Bank and IDA, and rapid
rates of population growth put 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 to be crucial to social and economic progress.

The great 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 sectors.

Greater emphasis was also placed by the Bank on technical assistance to
help developing countries in formulating effective policies for their
development, identifying and preparing projects, establishing appropriate
development institutions, and in other complex tasks. The Bank made use
of 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
different sources is used to a country's best advantage without duplication.

It was in 1968 that the first five-year plan for Bank and IDA was initi-
ated, providing for a considerable expansion and diversification of their
activities, and enabling the institutions to consider more thoroughly the
place of particular projects in the development process. Special efforts
were made to assist the poorest and "least developed" member countries.

During the plan period, Bank/IDA lending more than doubled as com-
pared with the previous five fiscal years. At the same time, steps were
taken to improve the qualitative impact of the institutions' activities. In
addition to lending in the traditional sectors, operations greatly increased
in the areas of agriculture and education, and much more attention was
paid to the social aspects of economic growth, including population
growth, employment, income distribution, health, malnutrition, and the
impact on the environment. In recognition of the rapidly aggravating ur-
ban conditions in developing countries, the pattern of lending for ur-
banization projects was changed from infrastructure to introducing new
concepts for relieving urban pressures. The Bank also began to make
direct loans for tourism.
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New Trends

A brief rundown of the major sectors in which the Bank and IDA are
involved at present will point up the new directions in which their policies
are moving.

Agriculture. The emphasis is being shifted from infrastructure (large
dams and irrigation works) toward providing increased inputs of use to the
individual farmer (farm credit, technical services, storage facilities, seeds,
fertilizer, and pesticides), toward smallholder development and the
alleviation of rural poverty. Projects are directed at practical action to im-
prove the quality of life of the people of a whole area by including
facilities for education, domestic water supply, health, and other social
services.

Education. While formerly most assistance was for the construction and
equipping of school buildings, more attention is now focused on the im-
provement of curricula and teaching materials, on ways to extend nonfor-
mal education to adults as well as children, on teacher training and train-
ing in business administration and management, and on the expanded use
of educational radio and television.

Industrialization. A new dimension has been added to the Bank's work
in the field of heavy industry (mining, steel, fertilizer, pulp and paper).
Projects are planned in such a way that they will benefit a country's gen-
eral economic strategy and be in line with industrial developments in the
outside world. Also, new emphasis has been placed on labor-intensive
small-scale industrial enterprises and others that are primarily export-
oriented. And support of development finance companies (DFCs) has
greatly increased in recognition of the fact that the activities of DFCs
have a multiplier effect by reaching small enterprises which otherwise
could not qualify for direct Bank loans, by assisting in the development of
local capital markets, as well as by encouraging entrepreneurship and the
acquisition of appropriate technology.

Population planning. Bank contributions in this new sector include tech-
nical assistance in the organization and planning, administration and
evaluation of programs, the training of personnel, and communications. A
large proportion of the funds for population projects has been used to con-
struct clinics, maternity centers, maternity hospitals and training schools,
and more recently for research activities.

Urbanization. Traditional Bank lending for transport, electric power and
telecommunications has, for the most part, been directly urban-oriented.
However, the endless stream of homeless and jobless immigrants from
the countryside to the cities made it necessary to seek out new ways of
dealing with urbanization problems and helping the poorer citizens.
Among the most promising of the new types of projects is that of "sites
and services" to cope with the acute housing shortages. The object is to
help the urban poor to help themselves in building and improving their
homes. Sites are provided with a minimum of services, including water
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supply and sewerage, for houses, schools, markets, and other social needs
closely related to employment and transportation opportunities. Research
is being done on other new types of urbanization projects, taking into ac-
count a whole region rather than municipal limits, and involving mass
transit, housing finance institutions, 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 in income and employ-
ment. 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 tourism and is proceeding cautiously. Evalua-
tion studies are being made to assess the net benefits countries can derive
from this sector.

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

Development Involves People

Thus, the more comprehensive view of the development process by the
Bank has led to an increasingly integrated approach to lending by incor-
porating into projects a variety of activities which embrace many subsec-
tors 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 to be innovative and flexible in its approach
toward finding solutions when dealing with the special requirements of a
people to 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 Bank and IDA cumulative lending operations by ma-
jor purpose and region.

INTERNATIONAL FINANCE CORPORATION

The International Finance Corporation (IFC) was established in 1956 as
an affiliate of the World Bank. Its object was to help the Bank fulfill the
purpose expressed in Article I (ii) of the Bank's Articles of Agreement: to
seek to promote private foreign investment by participating in private
loans and other investments and, when private capital was not available
on reasonable terms, by supplementing private investment from its own
resources.
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In its first decade the Bank did much, by means of loans to finance
public works projects and otherwise, to provide developing 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 itself could not play this role. The
Bank's Articles require it to obtain a government guarantee for a loan to a
private enterprise. But many governments are unwilling or unable to pro-
vide such a guarantee, and many businessmen are reluctant to accept one.
In addition, the Bank makes fixed-interest loans; it is not authorized to
buy equity shares or provide other kinds of risk capital. The Bank can only
meet the varied needs of a wide range of private enterprises indirectly,
through development finance companies.

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

During the next three-and-a-half years, discussions on the proposal
took 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. Its initial
membership consisted of 31 countries. By June 30, 1973, IFC's member
countries had grown to 98.

The first projects offered to IFC covered a wide variety of activities. Fi-
nancing was sought for enterprises in every important less-developed area
of the world, although mainly in Latin America.

The Corporation concentrated its first operations (as it has done since)
in the fields of manufacture and processing, these most readily attract pri-
vate capital and provide the greatest economic multiplier through the
transfer of technology and management skills and through employment
and training. 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 had become apparent that the Corporation's effective-
ness was hampered by the fact that, although it could make loans with
equity features, 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 IFC's Arti-
cles of Agreement to enable the Corporation to invest in equities.

Expanded Activities

IFC was now able to play a full part in providing and mobilizing risk
capital for investment in the less developed countries. It was able to pro-
mote projects itself and to reinforce projects in which it invested. It was
able to work with sponsors in shaping and setting up investments in a way
that would render them attractive to other private investors.
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It also became possible for IFC, through underwriting or standby com-
mitments, to help in spreading share ownership in the developing coun-
tries.

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. IFC was created to do on an interna-
tional scale what these institutions were established 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 to 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 had reached 124, almost four
times as many as six years before, with a total cost of $172 million, more
than quadruple the figure for 1961. Notably, others had invested $890
million in the same enterprises.

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

New Resources

The increase in IFC's equity operations created a new problem. It
became apparent that there was a demand for loan capital not guaranteed
by member governments, and in larger amounts than IFC could supply. If
IFC was to 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 IFC which enabled IFC 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 IFC with additional resources for its
own loans and release the Corporation's entire share capital and reserves
for making equity investments.

Availability of these new resources led to a new upsurge in IFC ac-
tivities. These were diversified still further, and IFC was able to invest
larger sums in projects of greater size and complexity. In 1967, the
cumulative total of IFC commitments reached $221 million, or more than
twice the Corporation's subscribed capital.

This upward progression has continued and at June 30, 1973, the
cumulative gross total of the Corporation's investments in business en-
terprises amounted to $848 million, invested in 203 enterprises in 51
developing countries. Other investors had provided $3,364 million for
those enterprises, making a total investment in them of $4,212 million.

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

Although legally and financially IFC and the Bank are separate institu-
tions, they are interlinked in various ways. Membership in the Bank is a
prerequisite for membership in the Corporation. The President of 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 staff,
but draws upon the Bank for administrative and other services.

LEGAL STATUS, PRIVILEGES AND IMMUNITIES

The Articles of Agreement of the Bank, IDA and IFC contain provi-
sions which accord legal status and certain privileges and immunities to
the three institutions in the territories of each of their members. Each
member government is required to take whatever action is necessary in its
territories to make these provisions effective under its own law.

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

The more important of the relevant provisions of the Articles of Agree-
ment may be summarized as follows:

Legal Status

The three institutions have full juridical personality with capacity to
make 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-
ritories of any member in which it has an office, has appointed an agent
for the purpose of accepting service or notice of process, or has issued or
guaranteed securities, but no actions against it may be brought by its
members or persons acting for or deriving claims from its members.

Privileges and Immunities

The Governors and Executive Directors, their Alternates, and the
officers and employees of the three institutions are immune from legal
process for acts performed by them in their official capacity, except when
the institution waives such immunity. Unless they are local nationals,
they are to be accorded by each member government the same im-
munities from immigration restrictions, alien registration requirements
and national service obligations, the same facilities as regards exchange
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restrictions and the same treatment in respect of traveling facilities, as are
accorded to representatives, officials and employees of comparable rank of
other member governments.

The archives of the three institutions are inviolable. Their assets are im-
mune from seizure, attachment or execution prior to delivery of final
judgment against them. Their official communications are to be accorded
by each member the same treatment accorded to official communications
of other members.

The three 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 for 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
because it is issued by the institution, nor may any such tax be levied if its
sole jurisdictional basis is the place or currency in which the security is
issued, made payable or paid, or the location of any office of the institu-
tion.

INTERNATIONAL RELATIONS

Formal relationships between the Bank and the United Nations are
governed 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
of 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 to be
taken 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 loans or with respect to
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 either organization to the
other without reasonable prior consultation.

Agreements subsequently entered into by the UN and the Bank's affili-
ates, IFC and IDA, are governed by the terms of the Bank/UN Agree-
ment.

For many years, the Bank and the UN exchanged information and
coordinated their technical assistance and other activities through an in-
formal Liaison Committee. By a provision of the relationship agreement
between the UN and IDA, this Committee was given formal status in
1961. The Liaison Committee is composed of the Secretary-General of the
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UN, the President of the Bank, and the Administrator of the UN
Development Programme (UNDP) or their representatives. It meets from
time to time for consultations and exchange of information.

The Bank works closely with the UNDP. The President of the Bank is a
member of the Inter-Agency Consultative Board which advises the Ad-
ministrator of 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 Conference on Trade and
Development (UNCTAD), and the regional economic commissions.

The President of the Bank appears before ECOSOC each year, to pre-
sent the Bank and IFC Annual Reports and to report on their activities.
He is a member of the UN Administrative Committee on Coordination
(ACC), composed of the Secretary-General and the heads 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 staff level. The agreement of the President of the Bank and
the Managing Director of 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, to facilitate an increase in Bank lending for agriculture and
education, the Bank entered into cooperative program agreements 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
agreement with the UN Industrial Development Organization (UNIDO)
became effective on January 1, 1974. Under these agreements, assistance
is provided to governments in the identification and preparation of proj-
ects for Bank financing. The agencies also provide staff assistance to the
Bank in its studies of economic sectors within their respective fields, as
well as support for Bank economic, appraisal and supervision missions.
Costs of agreed work under the cooperative programs are shared by the
Bank and the partner agency, 75 percent and 25 percent respectively.
Since 1965, through June 30, 1973, the Bank's share of cooperative
program costs has aggregated $17.6 million; the cost in fiscal 1973 was
$3.9 million.
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The Bank and WHO are also cooperating in the population field, meet-
ing periodically to review their operational programs in countries in which
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 Telecom-
munications Union (ITU), the UN Fund for Population Activities
(UNFPA), and the United Nations Children's Fund (UNICEF).

The Bank participates in a number of arrangements involving several
other UN organizations. The Consultative Group on International
Agricultural Research (CGIAR), sponsored jointly by the 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 to control river blindness
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 1972, the Bank has been a
sponsor and financial contributor to the Protein Advisory Group of the
United Nations System, in which it is associated with FAO, WHO,
UNICEF, and the United Nations.

The Bank works closely with the Inter-American Development Bank,
the Alliance for Progress, the African Development Bank, the Asian
Development Bank, and other regional development organizations on
matters of common interest. It maintains close contact with the Develop-
ment Assistance Committee (DAC) of the Organization for Economic Co-
operation and Development (OECD) through the Bank's European Office
in Paris.
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The World Bank and IDA

MEMBERSHIP AND ORGANIZATION

MEMBERSHIP AND VOTING RIGHTS

Under the Articles of Agreement, only member countries of the Inter-
national Monetary 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 for membership in
IDA.

Subscriptions by member countries to the capital stock of the Bank are
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 before
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 votes, 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 voting power of all participating mem-
bers. The Resolution on the Fourth Replenishment, which was adopted
on January 31, 1974, contains a similar provision. The subscriptions and
voting power of members in the two institutions, as of December 31,
1973, are shown in Appendices C and D.

If a government ceases to be a member of the IMF, its Bank member-
ship is terminated automatically after three months unless Governors ex-
ercising three-fourths of the total voting power decide otherwise. A
government 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 results in automatic
termination of membership unless the member is reinstated by a similar
vote. If a government belonging to IDA ceases to be a member of the
Bank, or if its membership in the Bank is suspended, its membership in
IDA is automatically terminated or suspended as well.

IDollar amounts used for the capital of the Bank refer to United States dollars of the weight
and fineness in effect on July 1, 1944; for the subscriptions and contributions of IDA, to
United States dollars of the weight and fineness in effect on January 1, 1960.
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Of the Bank's original members, Poland withdrew in 1950;
Czechoslovakia failed to pay its full subscription and ceased to be a mem-
ber in 1954; and Cuba and the Dominican Republic withdrew in 1960.
The Dominican Republic joined again in 1961. Indonesia which first
joined the Bank in 1954, withdrew in 1965. It was readmitted to member-
ship in April 1967.

Termination of membership in the Bank or IDA does not relieve a
government of any direct or contingent obligations to the organization
assumed before it ceased to be a member. Specifically in the case of the
Bank, the former member remains liable for calls on the 90 percent un-
paid portion of its subscription with respect to Bank loans or guarantees
contracted before the membership ceased. Repurchase of the member's
shares in the Bank, or repayment of amounts 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 executive supervision, as specified in their
respective Articles of Agreement.

Board of Governors

All powers in each 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 official of comparable rank. Governors of
the Bank whose countries are also members of IDA serve ex officio 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 decrease the capital stock of the Bank, or, in the case of IDA, to
authorize and fix the terms and conditions of additional subscriptions; to
decide appeals resulting from interpretations of the Articles of Agreement
given by the Executive Directors; to conclude formal cooperative ar-
rangements with other international organizations; to suspend operations
and distribute the organizations' assets; to determine the distribution of
Bank and IDA net income; and to approve amendments to the Articles of
Agreement.

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 IMF. The practice has developed of alternating two successive Annual
Meetings in Washington with one in a member country away from head-
quarters. Of 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 Janeiro
(1967), Copenhagen (1970), and Nairobi (1973). A majority of Governors
exercising at least two-thirds of the total voting power constitutes a
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.

Executive Directors

The Board of Governors of each institution has delegated most of its
authority to the Executive Directors. The President of the Bank serves as
Chairman of the Executive Directors, but may vote only in the case of an
equal division. The Articles of Agreement give the Directors respon-
sibility for interpretation of the provisions of the Articles, subject to ap-
peal to the Boards of Governors, and for "conduct of the general opera-
tions" of the institutions. Proposals for 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 submitted by the President to the Executive Directors for their
consideration and decision.

On December 31, 1973, there were 20 Executive Directors of the Bank.
Each of the five largest shareholders (France, the Federal Republic of
Germany, Japan, the United Kingdom, and the United States) appoints a
single Executive Director. The remaining 15 Executive Directors are
elected for two-year terms by the Governors for other members, each
Governor casting the number of votes to which his country is entitled.
Each Director appoints his own Alternate. An Executive Director of the
Bank serves ex officio as a Director of IDA, if the member country which
appointed him, or one or more of the member countries whose votes
counted toward his election, also is a member of IDA.

A majority of Executive Directors exercising not less than one-half of
the total voting power constitutes a quorum. Each appointed Director
casts the number of votes to which the country which appointed him is
entitled, and each elected Director the total of the votes of the members
whose votes counted toward his election, which he must cast as a unit.

Chairman and President

The combined effect of various provisions of the Articles of Agreement
and practice is to make the President of the Bank, who is selected by the
Executive Directors, the Chairman of the Directors and President of the
Bank and IDA.

The only statutory requirement concerning eligibility is that the Presi-
dent may not be a Governor, Director or Alternate of the Bank. The duty
of the President, officers and staff of the Bank and IDA is solely to the
respective organizations and not to any other authority. Each member
country undertakes to respect the international character of this duty and

19



to refrain from all attempts to influence any employee in discharging his
official 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 officers and staff.

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 chart on
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
IFC, although IFC has its own operating staff. (For details of IFC's
organization and operations, see pages 80-82.) The total staff 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 Offices at the Bank's
headquarters- for Eastern Africa; Western Africa; Asia; Europe, Middle
East 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
under 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 to 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 Offices also have their
own technical staff for development finance company projects. The
Bank's missions stationed in developing countries report to the Regional
Offices 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
growth in its activities continues. Secondly, it establishes the framework
for close working relations between the "country experts" and the "sec-
tor specialists," and thus enables them to gain a deeper understanding of

2Effective July 1, 1974, the Asia Regional Office will be divided into two new regional
offices-for East Asia and Pacific, and for South Asia.
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the development problems, needs and opportunities of the countries they
serve. Thirdly, it permits optimum utilization of Bank staff in dealing with
more complex programs which require a multidisciplinary team approach
in preparing, appraising and implementing projects.

At the same time, provision has been made for a broad range of policy
and operational support to 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
Staff (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 to be assigned to individual regions are ap-
pointed to the Central Projects Staff. They are responsible for projects in
industry, population and nutrition, rural development, tourism, and ur-
banization. In addition, the CPS also deals with sector policy matters in
the decentralized sectors and with project issues. The CPS is headed by
the Vice President, Projects Staff, 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 development
policy issues and sector policies in industry, rural development, popula-
tion, urbanization, and public and private finance. It is responsible for
maintaining and improving the quality of the Bank's economic work and
the methodology for carrying it out. It coordinates policy work throughout
the Bank; operates the Bank's economic data and projections systems;
provides central guidance to Regional Offices on establishing priorities for
economic 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
Bank's program of research.

As a further measure to 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 of the Senior Vice Presi-
dent, Operations; Vice President, Finance; Vice President and General
Counsel; Vice President, Projects Staff; and the Regional Vice President
responsible for the loan being considered. It is the responsibility of the
Committee to ensure that each loan is financially sound, and has been
prepared in accordance with the Bank's policies and procedures.

In addition to the existing Internal Auditing Department, the recent es-
tablishment of the Operations Evaluation Department reflects the in-
creased emphasis the Bank places on an independent evaluation of the
effectiveness of its operations. Both departments report to a Vice Presi-
dent 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 Legal
Department-serves only the Bank and IDA. The others service IFC as
well.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION OARoFoVERNORS
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Resident Mission in Colombia
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Regional Mission in Thailand
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Resident Mission in Zare naSe foonote 2 de page 20
Resident Mission in Zlmbia Ser foomote 3 an page 24
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Overseas Offices and Missions

At December 31, 1973, in addition to its main office in Washington and
small offices in New York for contact with the financial community and
the financial press, and at UN headquarters for liaison with the United
Nations, the Bank had 19 offices spread over the globe.

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

The Tokyo Office is concerned with facilitating liaison between the
Bank and the Japanese Government and the Japanese financial com-
munity. It 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 Regional Mission in Bangkok is con-
cerned with project preparation and implementation in Thailand and
Malaysia.

Since mid-1968, the Bank has had a Resident Staff in Indonesia to assist
and advise the Government of Indonesia in the formulation and imple-
mentation of economic 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, to pro-
vide advisory assistance. Resident Missions are located in Afghanistan,
Bangladesh, Colombia, Ethiopia, Ghana, India, Nepal, Nigeria, Pakistan,
Sudan, Tanzania, Zaire, and Zambia.3

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

31n August 1974, a Resident Mission will also be established in Upper Volta, and in Septem-
ber 1974, one in Venezuela.
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FINANCIAL STRUCTURE OF THE BANK

The Bank has three primary sources of funds: the paid-in capital of
meniber governments, borrowings and the net income from its opera-
tions.

CAPITALIZATION'

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

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

1. Two percent of each subscription is payable in gold or United States
dollars, which may be used freely by the Bank in any of its opera-
tions.

2. Eighteen percent of each subscription is payable in the currency of
the subscribing member. These funds may be lent only with the
consent of the member whose currency is lent. The Articles of
Agreement require each member to maintain the value of the Bank's
holdings of currency derived from this portion of the member's sub-
scription, if the par value of its currency is reduced, or if the foreign
exchange value of its currency depreciates 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.2

3. The remaining 80 percent of each subscription is not available to the
Bank for lending but is subject to call if required by the Bank to meet
its obligations on borrow'ings or on loans guaranteed by it. Payments
on any such call may be made either in gold, US dollars, or the 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 available for
use by the Bank if needed for such purpose. No call, however, has been
made against this portion of subscribed capital. The obligations of the
members to make payment on such calls are independent of each other;
in other words, default of one or more members would not excuse any

IDollar amounts used in the text of this chapter for capital of the Bank refer to United States
dollars of the weight and fineness in effect on July 1, 1944. Unless otherwise specified, all
other amounts in US dollars refer to current dollars. One dollar as used for Bank capital
equals approximately 1.20635 current dollars.

2Some members have converted part or all of the Bank's holdings of their restricted curren-
cies into United States dollars to be used without restriction in the Bank's operations, sub-
ject to the right of the Bank or the member to reverse the transactions.
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other member from its obligation to make payment. Calls need not be
deferred until the obligation has actually matured but may be made suffi-
ciently in advance of maturity to enable the Bank to meet the obligation
as it becomes due. No member may be required to pay more than the un-
paid balance of its capital subscription. On the other hand, as has been
pointed out, 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 of its subscription) for losses on loans or guarantees
contracted by the Bank before the government concerned ceased to be a
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 Bank'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 Bank'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 $1,800 million. Three-quarters of this was
in the form of US dollar obligations, and it was felt that the Bank's future
borrowing in the United States would be facilitated by an increase in its
capital.

Early in 1959, the Board of Governors decided to increase the autho-
rized capital stock of the Bank from $10,000 million to $21,000 million,
effective from September 15, 1959. Each member was given an oppor-
tunity to double its subscription compared to what it was on January 31,
1959. Since the purpose of the capital increase was to raise the Bank's
guarantee resources, rather than to obtain cash funds from member
governments for lending, one of the Resolutions adopted by the Board of
Governors provided that the two percent and 18 percent portions of this
general increase of subscriptions were to be called only when required to
meet obligations of the Bank arising out of its borrowings or guarantees.
While this Resolution is not legally binding on future Boards of Gover-
nors, it does record an understanding among members that these portions
of subscriptions shall not be called for use by the Bank in its lending ac-
tivities or for administrative purposes.

The doubling of member countries' subscriptions without an increase
in the paid-in portion has meant in practice that one percent of each
member's total subscription to the Bank (rather than two percent) has
been payable in gold or US dollars, and nine percent (rather than 18 per-
cent) has been payable in the subscribing country's currency. In addition
to the doubling operation, a number of countries, including Canada, Ger-
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many and Japan, were given an opportunity to make further special in-

creases in their subscriptions. To preserve parity of treatment between
members, the subscription of 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 Bank
since the 1959 capital increase, the statutory provisions affecting 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 from time to time at the request of individual members.

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

Upon the recommendation of the Executive Directors in 1970, the
Board of Governors approved special increases in the subscriptions of 75
of 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 sufficient authorized capital for new
members' subscriptions and future increases in individual members' sub-
scriptions, the Governors also approved an increase of $3,000 million in
the authorized capital stock of the Bank, from $24,000 million to $27,000
million. The increase became effective 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

1. Capital Subscriptions. The portion of the subscription of all members
which is payable in gold or US dollars, and the nine percent portion
paid in national currency but converted by the subscribing members
into US dollars (see footnote 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 to the Bank's capital.
As already mentioned, these subscriptions are available for Bank
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lending only with the consent of the member country concerned.
However, the Bank may freely use such subscriptions to defray its
administrative expenses in member countries. As of December 31,
1973, the total of these subscriptions that the Bank had been able to
use 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.

2. 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-
gate principal amount equivalent to $15,736 million, of which ap-
proximately $9,056 million was then outstanding. A fuller descrip-
tion of the Bank's borrowing activities is given in the following
chapter.

3. Net Income. The Bank's net income, which is derived mainly from in-
terest, commitment charges on loans and earnings from invest-
ments, rose from $5.3 million in fiscal 1948 to $186 million in fiscal
1973. Most of these net earnings have been allocated to a Supple-
mental Reserve against Losses on Loans and from Currency
Devaluations, and may be used in Bank operations. An amount ag-
gregating $815 million of the Bank's net income has been trans-
ferred to IDA over the fiscal years 1964-73. As of December 31,
1973, the Supplemental Reserve and unallocated net income
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 to investors of parts of Bank loans aggregated the equivalent
of $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 portfolio 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,
of which $3,520 million was repaid to the Bank and $2,089 million to in-
vestors who had purchased parts of Bank loans.

28



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 of
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
operations, as it represents the net outstanding amount. In all, the Bank
has marketed 230 issues of securities, aggregating $15,736 million.

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

Currency of Issue
(Amounts in No. of Original Outstanding Outstanding

US$ millions equivalents) Issues Amountl Amount Issues (No.)

U.S. Dollars 83 8,307.9 3,431.4 26
Belgian Francs 4 81.1 69.0 3
Canadian Dollars 9 210.8 151.7 6
Deutsche Marks 61 3,490.3 2,317.0 39
Financial French Francs 1 30.7 30.7 1
Italian Lire 3 98.22 98.22 3
Japanese Yen 15 1,784.0 1,681.2 15
Kuwaiti Dinars 6 439.1 385.6 6
Lebanese Pounds 1 30.4 30.4 1
Libyan Dinars 2 135.1 84.4 2
Netherlands Guilders 9 208.7 175.3 8
Pounds Sterling 4 69.7 43.6 3
Swedish Kronor 2 32.7 32.8 2
Swiss Francs 30 817.3 524.8 16

230 15,736.0 9,056.1 131

Ilncluding amounts receivable under contracts.
21ncludes Financial Lire (Lit 20,000,000,000 = S32,459,997).

As required by the Articles of Agreement, the Bank has created a
special reserve, invested in liquid assets, which may be used only to meet
the Bank's own obligations arising out of borrowings or guarantees. Under
the Articles, during the first ten years of the Bank's operations a commis-
sion of not less than one percent and not more than 1V2 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 percent 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 charges, including the one percent previously segregated as commis-
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 to over $292
million on December 31, 1973.

lExpressed in current US dollars. All further amounts relating to borrowings by the Bank
are expressed in current dollars.
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The Articles of Agreement restrict the amount of loans by the Bank to
100 percent of its unimpaired subscribed capital, reserves and surplus. In
fact, however, the Bank's outstanding loan commitments are far from this
maximum and are not likely to approach it in the foreseeable future.

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

Due from banks and other depositories S 221,606,000
Investments (including time deposits) 3,569,730,000
Receivable on account of subscribed capital 437,603,000
Disbursed loans outstanding held by Bank' 15,250,463,000
Accrued income on loans 164,775,000
Receivable from purchases on account of

effective loans agreed to be sold 81,936,000
Special reserve 292,509,000
Miscellaneous assets 233,212,000

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

Miscellaneous liabilities 285,802,000 690,690,000

$19,561,144,000
Uncalled capital subscriptions 27,383,763,000

Total $46,944,907,000

IUndisbursed loan commitments amounted to $5,561,971,000 on December 31, 1973.

DEVELOPMENT OF MARKETS FOR BANK OBLIGATIONS

While the United States market has been a major source of Bank funds,
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-
tion 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
as 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 efforts have been made in recent
years, therefore, not only to increase the Bank's borrowings but also to
find new sources of funds. This has taken place at a time when competing
demands for capital have made it more difficult and, in general, more cost-
ly for the Bank to borrow. The Bank can offer securities only with the con-
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sent of the governments in whose markets they are to be sold. Further-
more, to obtain funds, it must offer yields to investors which are competi-
tive with those available on similar types of securities. Thus the average
cost of all Bank offerings during fiscal year 1973 was 6.93 percent. In the
first six months of fiscal year 1974, the cost of borrowing rose substan-
tially.

As a result 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 issues 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 market was able to pro-
vide it with sizable funds, since capital markets in Europe 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 to legal regulations affecting
security sales and purchases.

To overcome these difficulties, in 1947 the Bank embarked on programs
to disseminate information concerning its purposes, capital structure,
organization, policies, and operations. One program was designed to reach
investment institutions, investment bankers and dealers, and investment
advisory and rating services, which together make up or influence the
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
Bank'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
issues 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 of the Bank
and its securities had to be determined. All member governments cooper-
ated in helping the Bank to overcome these obstacles, as did Switzerland, a
nonmember.
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The Bank has marketed its obligations outside the United States by
public offerings of 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 found buyers in other countries.

Public Offerings

To December 31, 1973, the Bank had publicly offered 72 issues of
securities on markets outside the United States. These issues totaled the
equivalent 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,
Italian Lire, Japanese Yen, Kuwaiti Dinars, Netherlands Guilders,
Pounds Sterling, Swedish Kronor, and Swiss Francs.

The principal sources of funds derived from public offerings 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 funds. Beginning in June 1959 and to December 31, 1973, 14
World Bank issues aggregating DM 3,120 million ($1,153 million) were
publicly offered in Germany. Of these issues, DM 2,858 million ($1,057
million) was outstanding at the end of 1973.

The first public offering of World Bank bonds on the Japanese market
was made in 1971, in an amount of Y 11,000 million. Altogether, six such
offerings have been made in an aggregate of Y 98,000 million ($350
million), all of which was outstanding on December 31, 1973.

Since 1968, the Bank has made five public offerings on the market in
Kuwait in an aggregate of KD 130 million ($439 million), of which
KD 12.5 million ($42.2 million) was on a delayed delivery basis until
February 1974. Aside from bonds on delayed delivery, total outstanding
Kuwaiti Dinar bonds amounted to KD 114 million ($386 million) on
December 31, 1973.

Although Switzerland is not a member of the Bank, negotiations be-
tween the Bank and the Swiss Federal Council resulted in the signing of a
formal agreement in mid-1951, under which Switzerland recognized the
international personality and legal capacity of the Bank, and granted it
facilities corresponding in large part to those accorded the Bank in the ter-
ritories of member countries. Since then, the Bank has offered 19 public
issues in Switzerland, totaling Sw F 1,445 million, of which 12 issues total-
ing Sw F 956 million ($294 million) were outstanding in whole or in part
on December 31, 1973.

Private Placements

All private placements of World Bank obligations have been with
purchasers outside the United States-mainly central banks and other
governmental institutions. These issues, one hundred and thirty in num-
ber, have been denominated in various currencies, including United
States dollars. 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 well as the
largest single holder of World Bank obligations, is The Bank of Japan. Be-
tween February 1970 and the end of 1973, The Bank of Japan lent in Yen
the equivalent of some $1,300 million to the World Bank, virtually all of
which was outstanding on December 31, 1973. The Deutsche Bun-
desbank-the central bank of Germany-has been a major source of
funds to the World Bank since 1958. To December 31, 1973, Bundesbank
purchases of World Bank Deutsche Mark obligations aggregated 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 denominated bonds with central
banks in 75 countries and with other governmental agencies and interna-
tional organizations. The total outstanding on December 31, 1973, was
$810 million. The Bank began placing these short-term dollar issues 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-year US dollar
bonds was sold to central banks and other governmental agencies in 50
countries 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 obliged to make payments on their uncalled capital, if this is required
by the Bank to meet its obligations on borrowings. Thus, the uncalled
capital provides strong backing for the Bank's securities.

All the securities contain a provision to the effect that, with a minor ex-
ception relating to purchase money security, the Bank will not pledge any
of its assets to secure other debt unless the securities share pro rata in such
a pledge. Many outstanding securities of the Bank contain sinking fund
provisions obliging the Bank to purchase or redeem securities for sinking
fund purposes during the life of the issue.

Under the Articles, holders of Bank obligations do not, as such, enjoy
any general exemption from taxes on interest paid to them. The securities
and the interest thereon, however, are not subject to any tax (a) 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-
rency in which the securities are issued, made payable or paid, or the loca-
tion of any office or place of business maintained by the Bank. Also, under
the Articles the Bank is not obligated to withhold or to pay any tax on the
interest on the securities.

Sales of Loans

By December 31, 1973, the Bank had sold or arranged to sell to inves-
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tors parts of its loans in a total amount equivalent to $2,510 million, of
which $2,090 million had been repaid. Nearly all sales were made without
the Bank's guarantee.

In some cases, sales are made after the loan contract has been signed
and disbursements have been made, and these are designated as
"portfolio sales." In other cases, sales are arranged at the time the loan
contract is signed and funds are called when disbursements are made. The
latter are designated as "participations." Portfolio sales accounted for
$1,863 million of loan sales to December 31, 1973, and participations for
$647 million.

For about five years, loan sales were an important source of replenish-
ment of the Bank's lendable funds. The peak was reached in the fiscal
years 1962 and 1963, when sales were $319 million and $273 million
respectively. Loan sales declined thereafter due to the worldwide scarcity
of 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 offer
yields 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 governmental agencies of their own government's
obligations to the Bank.

Loans Sold and Agreed to be Sold
to December 31, 1973
(in US$ millions equivalents)

Percent
Amount of Total

Purchased by investors outside US 1,762 70
Purchased by US investors 748 30

2,510 100
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FINANCIAL STRUCTURE OF IDA

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

IDA's primary lending resources have been the subscriptions and sup-
plementary resources, consisting of three replenishments and special con-
tributions provided by,member countries, chiefly its 20 wealthiest. The
World Bank has made grants to IDA out of its net income, and the
Association has a small net income of its own. In addition, IDA has re-
ceived two interest-free loans from Switzerland and a voluntary contribu-
tion from New Zealand, neither of which is a member.

SUBSCRIPTIONS'

The Articles of Agreement provided for initial subscriptions by all
members of the Bank at December 31, 1959, since all were eligible for
membership in IDA. They were based on a total of $1,000 million, with
each member's subscription proportioned to its subscription to the capital
stock of the Bank. In general, 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 I countries, consisting of the coun-
tries which are more advanced economically; and Part II countries, com-
prising the developing countries. The two groups make their payments on
subscriptions in different ways. The entire subscriptions of Part I coun-
tries are in convertible form and are usable by the Association in its lend-
ing operations, while only 10 percent of the subscriptions of Part II coun-
tries 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 I
membership. Fifteen of these had joined as original members by the end
of IDA's first fiscal year, 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 Iceland became a Part I member in
1971, and Ireland in 1973. As of December 31, 1973, IDA's membership
consisted of 112 countries, of which 20 were Part I and 92 were Part II
members.

The initial subscriptions of Part I members, all of which have been paid
in, aggregate $754,475,000, or approximately 74 percent of total initial

IDollar amounts used in the text of this chapter for subscriptions and contributions of IDA,
the Swiss loans and the grant from New Zealand, refer to United States dollars qf the weight
and fineness in effect on January 1, 1960. Unless otherwise specified, all other amounts
refer to current dollars. One dollar of 1960 equals approximately 1.20635 current dollars.
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subscriptions. As of December 31, 1973, initial subscriptions of the 92
Part II 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 I members had
made additional subscriptions in the amount of $28,405,920, and 69 Part
II members had taken up their rights and made additional subscriptions
amounting to $9,223,040, of which $801,100 were in convertible funds. In
addition, by the same date, a number of Part II members had released all
or part of the remaining 90 percent portions of their initial subscriptions,
totaling over $24.7 million, for use by the Association under various terms
and conditions. 2

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

3

ADDITIONS TO RESOURCES
Under the Articles of Agreement, the Association was directed to

review the adequacy of its resources in the light of the schedule of pay-
ments on initial subscriptions, which were to be completed over a period
of five years and approximately each five years thereafter, and to autho-
rize a general increase in subscriptions if 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 to 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 increase 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: IDA was authorized to receive sup-

2Some of these funds are available only for use in the member country.
3Compensating payments by the Association or the member are required, as appropriate, to
maintain the initial value of these currencies, so long as they shall not have been initially
disbursed or exchanged for the currency of another member. This applies also to the cur-
rencies of Part I members.
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plementary contributions aggregating $741,375,000, including contribu-
tions agreed to by Belgium and Luxembourg, which became members in
mid-1964. Initial subscriptions of these two countries increased the
replenishment to $750 million, available for commitments for the period
up to at least June 30, 1966. In addition, Kuwait decided to participate by
making a contribution 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 IDA to receive contribu-
tions aggregating approximately $1,200 million. This amount was made up
as follows: $1,170,480,000 from the then 18 Part I 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-year, 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 were 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 disburse-
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 necessary corollary to this arrangement, a number
of other participating countries agreed to 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 would be given to any other contributing member
which in the future, on grounds of serious balance-of-payments
difficulties, requested deferment 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 effect that year. This reduced
the funds available to IDA for commitment, causing a diminution in
IDA's lending activities in the first half of fiscal 1969. Therefore, 11 other
participating countries- Australia, Austria, Canada, Denmark, Finland,
Germany, Japan, the Netherlands, Norway, Sweden, and the United
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Kingdom-took steps to make advance contributions against their
pledges for a total amount of $244,520,000. Canada and Australia made
available for immediate commitment their entire contributions 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
of 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 I
and three Part II countries would make available to IDA about $2,409
million for the three-year period ending June 30, 1974, subject to any
necessary legislative action. The 21 members included Ireland, Spain and
Yugoslavia, in addition to the then 18 Part I countries. These amounts
were to be made available in the form of additional subscriptions and con-
tributions carrying no voting rights. Subsequently, Iceland, which had
been a Part II member, changed to a Part I member and agreed to make a
contribution under the Third Replenishment.

Switzerland also agreed, subject to parliamentary approval, to make the
Association a 50-year interest-free loan equivalent to about $35 million
(Sw F 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 notification 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
committed for specific projects, 15 members made advance contributions
toward 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, Iceland, Ireland, Japan, Kuwait, the Netherlands, Norway,
Sweden, the United Kingdom, and Yugoslavia. Two of these- Ireland and
Yugoslavia-were Part II members of IDA. In addition, Mexico, also a
Part II member, made $2 million available by releasing part of the 90 per-
cent portion of its initial subscription.

By June 30, 1972, 16 of the 19 Part I countries had sent their notifica-
tions to IDA but their combined contributions were still $561 million
below the mandatory amount agreed upon for the replenishment to
become effective. Finally, following completion of the action necessary to
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authorize the United States contribution of $960 million, the Third
Replenishment came formally into effect on September 22, 1972.

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

Fourth Replenishment

IDA's resources, including those provided by the Third Replenish-
ment, were expected to be fully committed 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 plus Switzerland came to an agreement that this should
be done through a Fourth Replenishment in an amount equivalent to
$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 replenishment. Part 11
members participating were Israel, Spain and Yugoslavia, Israel proposing
for the first time to join as a contributor. Switzerland, although not an IDA
member, announced its intention to participate also in this Replenish-
ment by seeking parliamentary approval of a 50-year interest-free loan.

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

Part I Countries US$ (equivalent)1  Part I Countries US$ (equivalent) 1

Australia 90,000,000 New Zealand 11,745,000
Austria 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
France 253,545,000 4,415,790,000
Germany 514,500,000 Part II Countries
Iceland 1,350,000
Ireland 7,500,000 Israel 1,000,000
Italy 181,350,000 Spain 13,333,000
Japan 495,000,000 Yugoslavia 5,000,000
Kuwait 27,000,000 19,333,000
Luxembourg 2,250,000 Switzerland 66,179,147
Netherlands 132,750,000 Total 4501,302,147

IAt official New York noon exchange rates of September 27, 1973.
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The Board of Governors, in a Resolution adopted on January 31, 1974,
approved 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 II
members to 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. Moreover, 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 supplementary contribution amounting to $1,320,000. A full state-
ment of subscriptions and contributions to IDA is given in Appendix D.

Transfers from the Bank

The Bank has made ten grants totaling $815 million to IDA out of its
net income for the fiscal years 1964 through 1973: $50 million from in-
come earned in the fiscal year 1964, $75 million each in 1965 and 1966,
$10 million in 1967, $75 million in 1968, $100 million each in 1969 and
1970, and $110 million each in 1971, 1972 and 1973. When the first
transfer to IDA was approved in 1964, the Board of Governors of the
Bank adopted the following statement 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 not 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 to 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 equivalent of US$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-free and is repayable
in forty annual installments beginning July 1, 1979. The proceeds are
freely convertible and usable in any member country and Switzerland.

A second loan agreement for the equivalent of US$35 million was en-
tered into by IDA and the Swiss Confederation in November 1972. Its
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 to make a voluntary contribution to IDA equivalent to US$5.6
million, payable in five equal annual installments beginning in 1971.
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Net Income

IDA's operating income has been derived from the service charge of 4

of one percent on the disbursed portion of credits and from interest on in-
vested funds. Through December 31, 1973, cumulative net income
totaled $79,788,500.

The Articles of Agreement made the Board of Governors responsible
for determining the disposition of net income, "having due regard to pro-
vision for reserves and contingencies." So far, no separate reserve 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 US$)

Initial Subscriptions
Part I countries (100% of subscriptions) $ 910,159,800
Part II countries (10% of subscriptions) 32,559,000
Part 11 countries (part of 90% portion of

subscriptions released) 29,820,200 S 972,539,000

Additional Subscriptions
Part I countries (100%) $ 34,267,400
Part II countries (released) 966,400 35,233,800

Supplementary Resources
First Replenishment $ 898,410,000
Second Replenishment 1,433,142,100
Third Replenishment 2,754,569,500
Special Supplementary (Sweden,

Denmark and Norway) 79,395,800 5,165,517,400

Loans from the Swiss Confederation 55,983,100
Contributions from New Zealand

(non-member) 7,112,500
Repayments 9,679,100
Participation 100,000
World Bank transfers (less authorized

grants by IDA for agricultural research) 809,020,000
Accumulated net income 79,788,500

$7,134,973,400
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LENDING POLICIES AND PROCEDURES
In most major respects, the lending policies and procedures of the Bank

and IDA are identical. Both institutions lend only for projects or programs
which are of high priority for the borrowing country's economic develop-
ment, which are economically 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
what 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 set
up to assist countries whose balance-of-payments prospects do not justify
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 makes only a small service charge to cover its expenses.

Economic Considerations

The basic purpose of Bank and IDA financing is the effective promotion
of a member country's economic development. To ensure the effective-
ness of this financing (and that provided by others) and to be able to help
countries in all phases of their development, the Bank has to know and
understand the economies of its member countries and keep in touch
with their progress. It seeks to obtain a comprehensive picture of the
structure and development prospects of the economy by assessing its
agricultural, mineral, industrial, and human resources, its basic facilities,
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 g6vernment the
country's development plans for the next few years, and their feasibility
and probable effectiveness. This is a continuous process which includes
the preparation of periodic reports, and frequent contacts with political
leaders, government officials, and the financial and business community.
For countries in which the Bank is particularly active, formal and informal
contacts result in a continuous dialogue on economic policies, the direc-
tion of development and the flow of development finance. A frequent 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-
sortia and consultative groups, discussed on pages 59-63.

An important part of this task is carried out through country economic
missions which the Bank sends out periodically. The work of country eco-
nomic missions has expanded continuously in recent years, in the num-
ber of countries covered, in the scope of reports and in their frequency.
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The missions serve a number of different purposes. They assist govern-
ments in the analysis and formulation of economic development
programs and policies. They also provide the basic information needed to
determine the Bank Group's own strategy in terms of the size of its lend-
ing operations and the sectors and areas to which the lending is directed in
accordance with economic and social priorities.

An important task of these economic missions is to form an opinion of
what is sometimes referred to as the country's "performance," i.e., the
manner in which it is handling its economic affairs and the progress it is
making toward achieving its economic and social development goals. This
leads to judgments about a country's "creditworthiness," a subject which
is discussed below. The missions vary in size according to the size of the
economy they are studying and the complexity of the problems involved.
They are composed mainly of Bank staff, with participation from time to
time of officials of various specialized agencies of the United Nations and
of individual consultants and members of consulting firms.

The reports of these missions are made available to the Executive
Directors, assisting them in their consideration of individual lending
operations. They serve as the documentation of aid coordination groups
by evaluating the progress of the countries reported on and their needs.
Regional development agencies, the United Nations and its agencies, and
others engaged in development financing are also supplied with these re-
ports. The Bank has recently instituted a program of publishing selected
country economic reports, subject to the approval of the country in ques-
tion in each case.

Studies of the whole economy of a member country are often supple-
mented by more specialized studies of particular sectors or subsectors of
the economy, such as agriculture or highway transportation, and by stud-
ies of issues such as urbanization, employment and income distribution.
The importance of preinvestment programs in setting investment
priorities and determining the feasibility of projects and the basic condi-
tions necessary for their success is recognized, and the Bank is working in
this field in close cooperation with UNDP (see pages 67 and 68).

LENDING STANDARDS

In making a loan, the Bank is obliged under its Articles of Agreement to
pay "due regard to the prospects that the borrower, and, if the borrower is
not a member, that the guarantor, will be in a position to meet its obliga-
tions under the loan." The Articles further enjoin the Bank to act "pru-
dently" in the interests both of the borrowing country and of the mem-
bers as a whole. Even apart from these provisions of the Articles, it is im-
plicit in the concept of the Bank as a continuing institution designed to
operate on a sound business basis and with funds borrowed in the market,
that it should make loans only where there are reasonable prospects of
repayment. A country meeting this test is often referred to as credit-
worthy.
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Bank loans are 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 foreign exchange available for service payments.
Before a loan is granted, a judgment is made as to whether it is in an
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 to all external lenders.

The amount and structure of a country's existing and prospective exter-
nal debt is a major element in this judgment. The outstanding external in-
debtedness of the developing countries has risen rapidly in recent years,
to the point where some countries are now devoting 20 percent or more of
their foreign exchange earnings from exports of goods and services to the
servicing of their debts. In some instances, serious problems are being
created by the peaking of debt-service obligations in a short period and by
excessive borrowing on short term.

A country which would not be able to service all the capital it could
effectively 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 for IDA credits, provided its economic perfor-
mance is satisfactory. However, IDA credits are not confined to 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
assistance even while some creditworthiness for conventional borrowing
still 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 funds limited and with the great needs of the
poorer of the developing countries for capital on concessional terms, there
is 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 a country's eligibility to receive IDA funds.
There are some countries below this limit which have sufficient credit-
worthiness for borrowing on conventional terms and so do not receive
any amounts (or any significant amounts) of IDA funds. Countries below
these limits, if their economic performance warrants it and they have
worthwhile projects ready for financing, receive amounts which are based
on various considerations, including population, poverty, the need for ex-
ternal capital, economic performance, and the capital likely to be
forthcoming from other sources.

The Bank, charged under its Articles to encourage international invest-
ment and itself a creditor, has a direct interest in the creation and mainte-
nance of satisfactory relations between its members and their foreign
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creditors. Where the Bank or IDA are contemplating lending to a member
country whose credit is impaired by the existence of a dispute over a
default on its foreign debt or over compensation for foreign-owned prop-
erty which has been expropriated, it must first be satisfied that the
government is making reasonable efforts to reach a settlement.

Purposes of Lending
The Bank's Articles of Agreement require that "loans made or guaran-

teed by the Bank shall, except in special circumstances, be for the purpose
of specific projects of reconstruction or development." The objective of
this provision is to assure that loans are used for the most productive pur-
poses. It does not commit the Bank to a single inflexible lending tech-
nique, and many different sorts of undertakings are, for the purposes of
Bank lending, considered to be projects.

The term "project" is interpreted as comprising a homogeneous invest-
ment (like a dam with power plant and transmission line), or a series of re-
lated or similar investments in a particular sector (scattered schools or
highway sections, or a time slice of a railway's or telecommunication
authority's long-term investment program), or in different sectors (e.g., ur-
ban projects, including housing, transportation and water supply elements
in specified urban areas). Some "projects" only provide technical assis-
tance for the preparation of specific investments, or for more general in-
vestigations or studies. A project can also consist of a loan to a financial in-
termediary to finance its activities generally, or a specific development
program in a particular subsector. The former is typically the case in loans
to development finance institutions which relend to subborrowers in the
industrial sector. Examples of the latter are loans to agricultural finance
institutions to help finance specific programs, such as pasture and
livestock improvement, construction of small irrigation works and on-
farm distribution systems, or the introduction of mechanical equipment,
fertilizer and seeds. Projects consist normally of both tangible elements
(e.g., the construction of civil works or the provision of equipment) and in-
tangible ones (e.g., institutional improvements, policy changes or the
training of management and staff). IDA follows the same practice.

In special circumstances, the Bank and IDA may make nonproject or
program loans where they provide the most effective way of helping the
development of a member country. Such special circumstances may arise
when a borrowing country presents a development program, with sup-
porting economic and financial policies, judged to provide a satisfactory
basis for external assistance in a given amount, but the needed transfer of
resources from external lenders in support of the program cannot be
achieved effectively and expeditiously by financing individual projects.
Most of the program lending has taken the form of the provision of
foreign exchange to enable materials and equipment to be imported
which are important to the effective use of existing productive facilities.
The procedures for examining and processing program loans and credits
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
a close working relationship which Bank staff maintains with officials in
the planning and technical ministries of borrowing governments, the
Bank examines the sectoral priorities and the relationship between given
projects and those priorities in order to determine which projects should
make up its lending program. At the same time, it tries to work with the
borrower from the earliest 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
Bank can respond favorably with a minimum of changes in the project.

Borrowers can, therefore, avoid devoting substantial resources to proj-
ect identification and preparation (often extremely costly), only to find
that the Bank has quite different views on the priority or technical
feasibility of 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 to see the size, shape
and timing of the work load ahead, and the financial departments to make
appropriate provision for future levels of lending.

Involvement in the early stages of current projects leads naturally to the
Bank being concerned, in a preliminary way at least, 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
financing, it ensures that by the time a formal request for financing is sub-
mitted, many critical issues will already have been raised and agreements
reached. Through this process, up to and including the stage of project ap-
praisal, it is often possible to introduce modifications in a project to fit sec-
toral priorities better, to reduce its cost, increase its efficiency, or improve
its financial or organizational features. Sometimes a substitute project or
one conceived on a somewhat different scale has been found to be more
productive than the one originally proposed.

While some of the work of investigating the suitability of a project for
financing is carried out by staff members attached to various field offices
of the Bank, particularly in Africa, most of the work is done at the Bank's
headquarters in Washington. Here, the staff studies all available informa-
tion about the country and the project. In addition to studying its own
files, the staff takes advantage of material available from other institutions,
national and international, public and private. Information from all these
sources is supplemented by information specifically requested from the
borrower.

Use of Consultants

The borrower has the final responsibility for the preparation and imple-
mentation of the project. Frequently, however, the borrower lacks the
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capability to deal with the variety and complexity of all the factors in-
volved, and the Bank may require that it engage qualified consultants to
advise it in this work. The tasks for which consultants may be needed vary
greatly from project to project, but they may include some or all of the
following: sector or feasibility studies; management or organizational
studies; special economic or environmental studies; preliminary
engineering or detailed design of the facility; preparation of specifications
and invitations to bid; analysis of bids and recommendation to which bid-
der the contract should be awarded; inspection of the equipment ordered,
and arrangements for shipping and insurance; supervision of construc-
tion and installation; design and implementation of training programs;
and the initial control of operations of the completed facility.

When, in the Bank's opinion, consulting engineers or other experts
should be brought in to assist those responsible for a project, the Bank
often helps the borrower prepare detailed terms of reference. The choice
of consultant is made by the borrower, but the Bank satisfies itself that the
consultant chosen is suitably qualified: It believes that a selection should
be made on the basis of qualification to perform the work, not on price. If
the chosen consulting firm is owned by or associated with a contractor or
manufacturer, the firm is required to limit its role on the project to provid-
ing consulting services, and to disqualify itself and its associates from con-
struction work or supply of equipment.

PROJECT APPRAISAL

No study at headquarters, however, can provide all the information and
understanding required. At some stage in the processing of a loan or cred-
it, one or more missions are sent to the borrowing country to gain first-
hand knowledge of the project. The composition of the mission and its
responsibilities depend on the task at hand. It may consist of one or two
persons, or of half a dozen or more of various qualifications. The mission
members are normally drawn from the staff but, since the Bank cannot
keep on its permanent staff a sufficient number of experts in each of the
many fields which it may be called upon to examine, it frequently
employs independent consultants for specific short-term assignments, or
borrows technical experts for this purpose from member governments,
international agencies or private firms.

Under the arrangements for a close working relationship with various
UN and other international agencies, as detailed on pages 14-16, the Bank
has access to their expertise and experience, while these organizations
have acquired a financial partner with a special interest in their respective
fields. The result has been that the number and scope of projects coming
forward for Bank financing has increased and their quality has improved.

As already indicated, an analysis of a country's economy provides the
general framework within which an assessment of any particular project
presented to the Bank for financing is made. This analysis indicates
whether the project is in a sector which is of priority for the economic
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development of the country concerned. The appraisal of the project itself
usually involves the investigation of six different aspects: economic, tech-
nical, organizational, managerial, operational, and financial. The relative
importance of these different aspects can vary considerably according to
circumstances and to the type of project.

Economic Aspects

The economic aspects of the appraisal are fundamental. They logically
precede all other aspects since the Bank will not finance a project unless it
can be demonstrated that the project represents a high-priority use of a
country's resources. A purely financial analysis normally does not provide
an adequate basis for judging a project's value to the economy, since fi-
nancial analysis looks at a project only from the limited viewpoint of the
values entering the project's own accounts. An economic or social analy-
sis looks at the project from the viewpoint of the whole economy, asking
whether the latter will show benefits sufficiently greater than project costs
to justify investment in it.

The economic benefits produced by a project normally take the form of
an increased output of goods or services, either directly or indirectly (as in
the large class of cost-reducing projects). This increased production will
generate many different forms of additional income, such as increased
wages or employment for labor, larger government revenues, higher earn-
ings for the owners of capital, or, most frequently, some combination of
these income benefits.

In the large majority of cases, it is possible to quantify project costs and
benefits, and to construct a rate of return or some other appropriate test.
Streams of future costs and benefits are calculated, using either market or
shadow prices, as appropriate. These cost and benefit streams are dis-
counted to arrive at the project's estimated rate of return. The latter is
then compared with the minimum earning power of capital judged ap-
propriate for each country. While the rate of return is an important test
that all projects with quantifiable cost and benefits must pass, it is easy to
exaggerate its importance and to misinterpret its significance. The rate of
return is a necessary confirming test of projects that have to be justified
within a much wider frame of reference, in which basic project objectives
and the nature of project benefits (e.g., foreign-exchange savings, in-
creased employment and improved income distribution) play major roles.

Technical Aspects

The appraisal of the technical aspects of a project involves the in-
vestigation of the detailed engineering and other plans for its construc-
tion, implementation and operation. The main items coming under this
heading include the proposed scale of the project, the types of process or
equipment to be used, the location and terrain of the project, its layout
and design, environmental consequences, and the availability of the
various factors of production, such as labor, power and raw materials. The
technical staff available to the borrower, both for carrying out the project
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and for operating it, is evaluated, and a judgment is reached whether out-
side help is required.

An important part of the technical appraisal of a project is an investiga-
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 construction work. The Bank is concerned that
the borrower shall obtain the best value for the money spent - an objec-
tive normally obtained by requiring international competitive bidding for
orders and contracts (see pages 53 and 54).

Organizational, Managerial, Operational Aspects

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 competence of the management are
examined. If one or the other is found wanting, remedial steps are 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 of a
new autonomous agency to operate the project. In either case, the need
for training local staff to fill positions at all levels is examined, and training
programs may well be included as part of the project. The objective of this
aspect of the appraisal is to make sure that the project is adequately carried
out and that a locally staffed institution, capable of contributing effectively
to the development of the sector in question, is created.

The difficulty of recruiting qualified management is particularly acute in
agriculture. To help alleviate this problem in Africa, the Bank has estab-
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
Eastern Africa to assist in the execution and management of agricultural
projects. In other parts of the world, in a few exceptional cases where it
has proven impracticable to make other arrangements, the Bank has
engaged individual experts whose services have been made available to
borrowers, on a reimbursable basis, to help in the organization and man-
agement of agricultural and other projects which it has financed.

Financial Aspects

The purpose of the appraisal of the financial aspects of the project is
generally to ensure that the financial conditions for sound implementa-
tion and efficient operation of the project are met. The scope of this aspect
of the appraisal varies, of course, considerably with the nature of the proj-
ect and whether it is revenue-producing (e.g., industry, utilities,
agriculture) or not (e.g., education, most highway projects).
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For projects which involve the marketing of a product or service by an
entity, the appraisal includes an investigation of the availability and cost
of the raw materials, power, labor, and services needed for production,
and the prospects for marketing the product or service profitably.

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

The financial appraisal also evaluates the earning power of revenue-
producing investments from the standpoint of the entity, industrial spon-
sor or other investor who would make them, in order to ascertain that it is
sufficiently attractive to 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 to ex-
pand continuously to serve their development function. An essential pur-
pose of the financial appraisal in these cases is to determine that such en-
tities 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 and findings as a result of the investiga-
tion of the various appraisal aspects, arrangements are made, as necessary,
to ensure the achievement of the objectives of the loan or credit, and to
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 thereafter
spread over the remainder of the life of the loan. In establishing the
length of its loans and the grace period, the Bank follows the principle that
the terms should be related to the characteristics of the particular project,
adjusted in appropriate cases to the prospective balance-of-payments and
external-debt situation of the borrowing country. Normally, the grace
period is designed to run until the project becomes operational and starts
to yield economic benefits, while the calculation of the amortization
period takes into account the estimated useful life of the project.

The rate of interest charged by the Bank on its loans is kept as low as is
compatible with the need to maintain the Bank's financial strength and
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reputation. In determining the rate, due regard is given to the trend of the
Bank's earnings; the maintenance of an adequate ratio of Bank earnings
to interest requirements on funded debt; the maintenance of a reasonable
rate of return on capital and reserves; and the accumulation of adequate
reserves. The standard rate for Bank loans at the end of 1973 was 7V per-
cent per annum.1

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

For all but one type of borrower, the terms of a loan are fixed at the time
the loan is approved and remain unchanged throughout its life. The ex-
ception is a loan to a development finance company-a financial inter-
mediary whose principal function is to provide medium- and long-term fi-
nance for investment in productive enterprises. Amortization is normally
arranged to conform substantially to the aggregate of the amortization
schedules of the loans made by the company with the Bank's money. A
loan to a new development finance company or one which has not been
able to build up its business to an adequate level may carry a commitment
charge only from the dates the finance company itself commits funds to
its borrowers.

IDA's Credits

In keeping with its directive to provide finance "on terms which are
more flexible and bear less heavily on the balance of payments than those
of conventional loans," IDA's development credits, to date, have virtually
all been for a term of 50 years and have been interest free. There has been
no commitment charge. A service charge of X of one percent per annum
to meet IDA's administrative costs is payable on the principal amount
withdrawn and outstanding. The credits have carried grace periods of 10
years before repayment has to begin. Thereafter, one percent of the credit
is repayable annually for 10 years and three percent annually for the final
30 years. The only exceptions made to these terms, as of December 31,
1973, were 15 small credits totaling $17.1 million for technical assistance
and engineering (project preparation). These credits were for a period of
normally 10 years, with repayment due to begin after grace periods rang-
ing from two to four years.

It was not intended that the concessionary terms of IDA's financing
should result in the extension of financial subsidies to the actual projects
on which IDA funds would be employed, or that IDA funds should be
used to finance a project which could not satisfy normal criteria of eco-
nomic and financial viability. Accordingly, when IDA finances a revenue-

1
0n August 1, 1974, the Bank's lending rate will be increased to eight percent per annum for
future loans.
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producing project, the credit is extended to the government which then
relends it for the project on more conventional terms. This has the effect
of providing the government with the balance-of-payments relief in-
tended, while avoiding any relaxation of the financial discipline required
in the execution and administration of the project itself.

Formal Negotiations

If, after thorough investigations, the Bank is satisfied that a loan or
credit can be made to the applicant country, and that the proposed project
is suitable for financing, the potential borrower is invited to begin formal
negotiations. 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 financing, the loan or credit agreements and supporting documents
are presented to the Executive Directors, together with the recommenda-
tion of the President, for their approval.

After approval by the Executive Directors and the signing of the loan or
credit agreement, a further period elapses before the agreement becomes
effective. 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 for the execution of a
project. These include the foreign-exchange element 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 own savings or from loans from
external sources other than the Bank, and where these additional funds
cannot be effectively transferred by lending only for imported goods and
services required by high-priority projects.

The ability to finance local expenditures thus provides an element of
flexibility, enabling the Bank and IDA to lend for projects of greatest 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 to what extent, is made in the light of the particu-
lar circumstances prevailing in the country and the nature of the project
to be financed.

Close scrutiny is made of requests for the reimbursement of expen-
ditures incurred on projects before financing has been approved by the
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Executive Directors. In those cases where some reimbursement of past
expenditure is agreed to, the amount is usually relatively small. It is con-
fined normally to expenditures on studies, preliminary engineering and
other work essential for the preparation of the project, or for preliminary
work such as site clearing and construction of access roads necessary for
the project to be started promptly. Reimbursement for past expenditures
for construction work, equipment or similar items forming the main items
of expenditure on the project itself requires special justification.

METHODS OF PROCUREMENT

The Bank and IDA are required by their Articles of Agreement to en-
sure that the proceeds of their loans and credits are used with due atten-
tion to economy and efficiency. Though responsibility for project execu-
tion rests on the borrower or other entity specifically concerned, the Bank
has a direct interest in seeing that the resources it provides are used in ac-
cordance with its Articles.

The action taken by the Bank with respect to the procurement pro-
cedures to be followed in the execution of projects depends very much on
the circumstances, particularly on the nature of the project, and the way
in which the Bank's financing is applied. In general, three considerations
come to bear:

1. The need for economy and efficiency in procurement.
2. The Bank's interest, as a cooperative institution, in giving all its

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

3. The Bank's interest, as a development institution, in encouraging
the development of local contractors and manufacturers in the bor-
rowing country.

The Bank has found that, in most cases, these needs and interests can
best be reconciled through international competitive bidding, properly
administered and with a suitable allowance for preferences for local or
regional bidders, where appropriate. Normally, therefore, the Bank re-
quires its borrowers to obtain goods and services (other than consultant
services) through international competitive bidding open to manufac-
turers and contractors in all of its member countries and Switzerland.

Manufacturers and contractors located in the borrowing country are
allowed to participate in the international competition. In the comparison
of foreign and domestic bids for goods, the Bank accepts the principle that
a degree of protection for the domestic bidder may be appropriate to
stimulate the growth of local industries. However, in order to prevent un-
due advantage for the local bidder who may be protected by the existence
of high tariffs on imported goods, the Bank and IDA normally allow a
margin of preference for locally manufactured goods of 15 percent as
compared to the CIF cost of competing imports or the actually prevailing
import tariff rate, whichever is lower. In the selection of a contractor for
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civil works, domestic contractors in countries with a per-capita income of
less than US$200 are presently afforded a margin of preference of 7V2 per-
cent.

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

1. 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
normal government procedures) are more appropriate.

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

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

4. The project consists essentially of the provision of funds to a finan-
cial intermediary for relending. In these cases, the funds are ex-
pended by a large number of subborrowers over a period of years for
a variety of items, and international competitive bidding is not feasi-
b le.

In any event, the Bank satisfies itself that requests for exemption from
international competition are justified, that the goods and services to 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 are the responsibility of the borrower, subject only to review by
the Bank with regard to the suitability of the goods or services and the rea-
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 necessary documents have been signed. Effective ex-
ecution of the project is essential, if its developmental benefits are to be
realized, and the Bank has a continuing concern with this process. Prob-
lems inevitably arise in the execution of projects, especially those involv-
ing large-scale and complex construction. Early warning of difficulties
makes it possible to discuss solutions with the borrower in good time. In
this way, a number of obstacles to the successful accomplishment of a
project can be avoided or quickly overcome.
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Accordingly, the Bank requires records to be kept and regular reports to
be submitted on the progress of projects which it finances. While the form
and detail of these reports vary, the information required is of a kind
which any prudent businessman would want.

Reports from the borrower are supplemented by periodic visits to the
project by members of the Bank staff. On these visits, staff members ex-
amine the work being done, scrutinize the accounts of the borrower, ob-
serve the use and maintenance of goods and equipment purchased with
the loan or credit proceeds, and satisfy themselves that the management
and administration of the project are satisfactory.

Problems arising in the course of implementing a project are discussed
and solutions jointly explored. Changes in the specifications of a project
are sometimes found necessary and are mutually agreed upon. Such
changes, and also changes in financial conditions affecting wages and
prices, may increase the cost of the project beyond the amount originally
forecast. In this case, the borrower and the Bank will consult, as appropri-
ate, on the measures that need to be taken to provide the extra funds and
so assure completion of the project.

In keeping with the policy of carefully scrutinizing how its money is
used, the Bank disburses funds only as expenditures are incurred for
specific goods and services. By means of this procedure and the reporting
system described above, it is possible to follow each item financed from
the placing of an order to the delivery of the item and its actual use in the
borrowing country. Disbursements are made on receipt of satisfactory
documentation. Normally, this will provide evidence that the goods or
services to be financed are covered by the loan or credit agreement, and
that they are reasonable in cost and of proper quality.

When the required documents have been received, the borrower is pro-
vided with the currencies he has agreed to pay to his supplier or contrac-
tor, except that expenditures in the local currency of the borrower are re-
imbursed in a convertible currency. The particular currency needed by
the borrower is obtained by the Bank either out of its own holdings of that
currency or by purchasing it with other currencies.

In the first of these two instances, a Bank loan is repayable in the cur-
rency provided to the borrower; in the second instance, in the currency
used to buy the currency furnished to the borrower. In the case of IDA, a
credit is repayable in a convertible currency agreed with the borrower in
an amount equivalent to that originally provided. With all loans and cred-
its, a strict procedure is adopted to ensure that amortization, interest and
other charges are paid punctually.

A detailed listing of the number of Bank loans and IDA credits by
country appears in Appendix B.
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AUDIT AND EVALUATION

The Bank and its affiliates have the responsibility of providing
assurance to its shareholders and creditors that resources provided by
them are adequately 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;
3. reliability and adequacy of internal management information

systems;
4. effective and efficient use of resources;
5. evaluation of the results of operations.
To achieve this, the Bank and its affiliates undertake a continuous

program of independent examination and review of their activities from
both outside and within their organizations.

An international firm of independent accountants and auditors is re-
tained annually by the Bank and its affiliates to examine and to report on
their financial positions and results of operations as reported in published
financial statements. In addition to these services, the Bank maintains a
substantial internal capability for audit and evaluation which is organiza-
tionally independent from units directly responsible for financial, admin-
istrative, lending, and other activities. This capability is centered in an In-
ternal Auditing Department and an Operations Evaluation Department
under a Vice President who has no other direct operational respon-
sibilities.

The basic difference between the work of the two departments is one of
emphasis rather than coverage, as both departments have unrestricted ac-
cess to all activities of the Bank and its affiliates. In Internal Auditing the
emphasis is on internal controls and related systems and procedures used
in conducting and managing operations, whereas in Operations Evalua-
tion the emphasis is on the economic impact of operations and their con-
tribution to development. In carrying out their responsibilities both
departments seek (a) to improve performance by identifying possible
means of improving the efficiency and effectiveness of operations and of
use of resources; and (b) to measure whether programs and activities meet
stated objectives and are being conducted in accordance with applicable
policies and procedures.

Internal Auditing

Internal auditing in the Bank and its affiliates has the overall objective
of assisting all levels of management in the effective discharge of their
responsibilities by furnishing them with independent and objective
audits and appraisals of financial, administrative, accounting, and other
activities. With the primary emphasis on controls, internal auditing is con-
cerned with reviewing and appraising their soundness, adequacy and ap-
plication, and in promoting effective control at reasonable cost. In addition
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to 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 determine
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 accumulates a good deal of experience
which it tries to apply in subsequent operations either directly or after
special reviews of the policies or programs affected. 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 taking current
prospects into account. The purpose is to determine whether the objec-
tives, on the basis of which the financial commitment was made, are being
achieved and what the reasons are for any deviations. Particular attention
is given to any modifications in the project or in its institutional structure
that resulted from the Bank's advice. Individual projects or groups of proj-
ects are sometimes selected for deeper evaluations, designed to identify
more fully their impact and that of the Bank in its assistance to them, and
to reconsider more broadly how far the original objectives were correct
and how, with hindsight, they might have been improved. Systematic
reviews are also carried out, on a selective 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 a view to
assessing their efficiency and effectiveness in the light of experience. Sug-
gestions that emerge from these various types of studies are discussed
with the operating departments involved and follow-up reports are pro-
duced, reviewing their responses and the pertinent actions taken.

Joint Audit Committee

The activities and work programs of the two departments are subject to
review by a Joint Audit Committee consisting of six Executive Directors.
This Committee has the responsibility of satisfying itself that the internal
audit and operations evaluation activities of the Bank and its affiliates are
adequate and efficient. It also has the responsibility each year to nominate
for Executive Directors' approval a firm of independent accountants to
serve as auditors for the coming fiscal year. Meetings are held with repre-
sentatives of the selected firm to discuss the scope of its examination, to
review the audited financial statements and to consider its findings and
recommendations.
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The Committee serves as a focus for consideration by the Executive
Directors of the financial control and operations evaluation procedures of
the Bank and its affiliates. Its review of audit and evaluation activities and
related discussions with responsible officials and the external auditors
provide a continuing channel of communication to all the Executive
Directors and help to assure them that the financial affairs of the Bank and
its affiliates are being properly conducted. The Committee reports an-
nually to the Executive Directors on its discussion with the independent
auditors and on the results of its review of the internal audit and opera-
tions evaluation, submitting conclusions and recommendations as ap-
propriate.
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COORDINATION OF DEVELOPMENT ASSISTANCE
Effective coordination among multilateral and bilateral donors' of assis-

tance, and between donors and recipient countries, is an important ele-
ment in the development effort. It can help to assure that donors are sup-
porting consistent development goals, and that financial and technical aid
from different sources is applied efficiently to priority requirements. It 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 aspirations, and in which
donor governments can exchange information about their respective
programs and activities in the recipient country. They help to maintain a
flow of aid to recipient countries; to coordinate the flow of external fi-
nance and technical assistance from different sources; and to facilitate its
efficient channeling with a view to meeting recipients' priority needs.
Coordination groups help to bring to light deficiencies or difficulties in re-
cipients' economic performance and to assist in remedial actions. They
also provide opportunities for mitigating the problems associated with aid
tying and suppliers' credits.

The first aid coordination group was organized by the Bank in 1958,
when interested donor governments and institutions joined in a Consor-
tium to pledge emergency financial assistance to India. This was followed,
in 1960, by a similar Consortium for Pakistan. For certain other develop-
ing countries the Bank has organized Consultative Groups which serve
the same basic purposes as the Consortia, but do not endeavor to arrive at
formal commitments of assistance on the part of the member govern-
ments. Specific aid commitments are negotiated bilaterally between the
recipient and each donor.

By December 1973, the Bank was chairman of 16 aid coordination
groups organized to assist the following countries: Colombia, the East
African Community (Kenya, Tanzania, Uganda), Ethiopia, Ghana, India,
Korea, Morocco, Nigeria, Pakistan, Peru, the Philippines, Sri Lanka,
Sudan, Thailand, Tunisia, and Zaire. The Bank also participates in meet-
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 interna-
tional organizations, such as the Development Assistance Committee
(DAC) of the Organization for Economic Co-operation and Development

'In this section, the term "donor" means a government or intergovernmental organization
which provides technical and/or financial assistance by way of grants or loans.
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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 Committee 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 effort. The participating organizations coordinate their roles through
an Inter-Agency 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 for
these reviews, and are also used by the CIAP Secretariat as background
and supporting material.

Conditions and Responsibilities
The following conditions must be met before the Bank will take the ini-

tiative to establish an aid coordination group:
1. The country is receiving substantial external aid from several

sources and there is prima facie need for coordination.
2. 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.

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

4. A sufficient volume of projects can be expected to be forthcoming
(with the help of technical assistance in project preparation if neces-
sary) to provide an adequate vehicle for external assistance.

5. Governmental machinery should be in existence offering reasonable
prospects that coordination can have constructive results.

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 of 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, to assist donor countries in their delibera-
tions. On the other hand, it assists the developing country, wherever
possible, to assess needs and to use assistance effectively. It makes
periodic comprehensive reports on the recipient country's development
possibilities, problems and performance. It comments on the country's
own estimate of aid requirements, and makes recommendations concern-
ing the type and terms of aid which seem appropriate. When requested to
do so, the Bank assists the recipient country to prepare or revise its
development program, and advises on problems of execution. It may also
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help the government to identify projects, arrange feasibility studies,
determine major or key preinvestment technical assistance requirements,
and establish priorities for investments.

The functions and mode of operation of Bank-sponsored coordinating
groups may vary considerably from one country to another, and their role
is evolving with time and experience. The Bank's approach has been prag-
matic; varying techniques have been used as the different and changing
circumstances of particular countries have required. In the Bank's view, it
would be unwise to force all aid coordination activities into any particular
predefined format.

Experience has shown the usefulness of regular meetings of local
representatives of the principal aid donors and the recipient government.
Some of these local coordination meetings are organized and chaired by
the recipient government, others by local representatives of international
organizations. In all cases, the Bank is willing to help prepare them and
carry them out.

CO-FINANCING

Joint action can be useful for an individual project as well as for a na-
tional economy. On many occasions the World Bank has joined with other
lenders in financing specific projects. Since 1969 alone, for example, the
Bank has joined with Sweden in providing finance in 17 cases, including
projects in Bangladesh, India, Ethiopia, Kenya, Tanzania, and Tunisia;
with Canada for 15 projects, including projects in Bangladesh, India and
Botswana, and other countries in Eastern and Western Africa and in the
Western Hemisphere; with France for 24 projects in Africa; with the
United States for 14 projects, inter alia, in Indonesia, Turkey and several
countries in Africa; and with the aid agencies of Germany (six cases),
Japan (two cases), Norway (two cases), and the United Kingdom (eight
cases) for projects in various countries in Africa, Asia, Latin America, and
the Caribbean.

The Bank has also financed projects in a number of Latin American
countries, including Brazil, Colombia and Mexico, with the Inter-Ameri-
can Development Bank; in Indonesia and Thailand with the Asian
Development Bank; in the People's Republic of Congo, Liberia, Malawi,
and Somalia with the African Development Bank; and in Jordan, Sudan,
Tunisia, and Yemen Arab Republic with the Kuwait Fund for Arab Eco-
nomic Development.

Three projects, in Ivory Coast, Somalia and Turkey, were financed
together with the European Development Fund of the European Eco-
nomic Community, and two projects, in Senegal and Turkey, together
with the European Investment Bank. Examples of larger projects which
the Bank has financed jointly with other lenders are the Volta River
power and aluminum project in Ghana, the Pusri fertilizer project in In-
donesia, the Las Truchas steel project in Mexico, the Kainji Dam in
Nigeria, and the Roseires Dam and irrigation project in the Sudan.
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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 set
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 behalf 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 international com-
petitive 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 after 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 ex-
port credit agencies to provide, on commonly agreed appropriate terms, an
agreed share of the financing for a common list of goods and services to be
procured under international competitive bidding.

In other instances, the Bank and the export credit agencies have each
financed different lists of goods and services, with bidding on the list ear-
marked for bilateral financing 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 thereunder,
and in particular reserved the right to take credit terms into account in the
contract adjudication. The terms of bilateral financing have varied widely
as to interest rates, period of grace and amortization.
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CONSULTATIVE GROUP ON
INTERNATIONAL AGRICULTURAL RESEARCH

In May 1971, a Consultative Group on International Agricultural
Research (CGIAR) was established under the sponsorship of the World
Bank, FAO and UNDP. By December 31, 1973, in addition to the cospon-
sors, membership consisted of 13 donor governments (Australia, Belgium,
Canada, Denmark, France, the Federal Republic of Germany, Japan, the
Netherlands, Norway, Sweden, Switzerland, the United Kingdom, the
United States), other governments representing each of five developing
regions of the world, the Ford, Kellogg and Rockefeller Foundations, the
African 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 and provides its Secretariat.

CGIAR was formed to mobilize financial support for 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 of ecological, economic and social
factors. Its objectives include helping to synchronize national and inter-
national agricultural research efforts; encouraging the application of
research results in national programs; and discussing the financial re-
quirements for high-priority international and regional research activities
over a long period of time, keeping in mind the special needs of the
developing countries.

The Centers
The Group is supported by a Technical Advisory Committee (TAC)

consisting of 13 experts with wide experience in the agricultural problems
of developing countries. The committee is responsible for advising the
Consultative Group on the principal gaps in agricultural research, on the
international and regional programs which deserve priority, and on the
ultimate levels of financial support for the international agricultural
research centers. At present, members of the Group are supporting 10 in-
ternational research efforts. Six of these are the responsibility of institu-
tions carrying out fundamental research on major crops, and some are ad-
ditionally concerned with farming systems in their respective ecological
areas. The institutions are: the International Maize and Wheat Improve-
ment Center (CIMMYT) in Mexico; the International Center of Tropical
Agriculture (CIAT) in Colombia; the International Potato Center (CIP) in
Peru; the International Crops Research Institute for the Semi-Arid Trop-
ics (ICRISAT) in India; the Institute of Tropical Agriculture (IITA) in
Nigeria; and the International Rice Research Institute (IRRI) in the
Philippines.

The centers exercise care that their programs are of a complementary
rather than competitive nature. Each conducts research in crops or pro-
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duction systems that promise improvement over broad regions of the
developing world, and each has an international board of trustees and
staff.

IRRI and CIMMYT date back to efforts begun in the 1940s. CIMMYT
developed the new high-yielding strains of wheat, and IRRI the new
strains of high-yielding rice which, as further adapted by local research,
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-
sities. 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 activities 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 Diseases
(ILRAD) was established, in 1974, in Nairobi, Kenya, and discussions are
in progress regarding the formal establishment of an International
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 initiatives 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 higher
yields, better nutritional quality or greater resistance to disease and pests.

Members of the Consultative Group indicated that they intended to
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 funds transferred to it out of the Bank's net
income for fiscal 1973.
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TECHNICAL ASSISTANCE

Technical assistance to member countries has become an integral part
of the World 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
economies, formulating appropriate development policies, establishing
effective development institutions, preparing investment programs,
studying sector development, determining project and other priorities,
testing the feasibility of individual projects or finding solutions to particu-
lar problems. The Bank has given assistance on all these and other matters
over the years.

Most of the Bank's technical assistance is provided in the normal course
of financing activities. Advice on project preparation, for example, is fre-
quently given by staff members during the examination of projects for
which applications for finance have been received. This advice may relate
to any matter affecting the successful execution and operation of a project,
from the design of a plant to the arrangements for the project's manage-
ment and organization.

Where the Bank believes that outside assistance is required, it normally
suggests to the prospective borrower that proper technical services should
be obtained from consulting engineers or other appropriate sources. In
such instances, as indicated on page 46, the Bank stands ready to help the
borrower to choose suitable consultants and to draw up terms of
reference. When finance is finally agreed for a project, an amount may be
included to reimburse the expert advice involved, both during the plan-
ning and execution stages. Finance may also be included to cover the cost
of feasibility studies for related future projects. For example, in the fiscal
years 1972 and 1973, loans and credits having a clearly identifiable techni-
cal assistance component, aggregating $3,724 million (out of combined fi-
nancing for the two years totaling $6,374 million), included $161 million
for technical assistance. Of this amount, $96 million was for the services
of experts and consultants, $44.4 million for feasibility studies, and $20.3
million for training and overseas fellowships.

In addition, the Bank has provided, either on request or on its own ini-
tiative, a variety of assistance to member countries not immediately con-
nected with loan operations. This assistance has been confined to fields
where, because of its character as a development finance institution and
the operational experience of its staff, the Bank could be considered to
have particular qualifications or particular reasons for providing help,
especially in cases where its assistance might be expected to facilitate new
capital investment in high-priority projects.

The Bank has a small team of advisers in the International Relations
Department who provide technical assistance to member countries
regarding the appropriate machinery for the formulation and execution of
development plans and programs. This assistance may include advice on

66



the choice of planning systems, the distribution of planning functions,
the role, organization and location of a central planning organization,
regional and local planning, planning 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 field, 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-priority projects ready for fi-
nancing. The Bank has, therefore, been giving technical assistance to
project preparation and to the earlier step of project identification. Prin-
cipal among the varying techniques which it has employed are sector and
feasibility studies organized under cooperative arrangements with FAO,
Unesco, WHO, and UNIDO, and by the Bank's regional missions in
Africa and its Resident Staff in Indonesia. A good deal of project iden-
tification assistance is provided informally, through Bank economic mis-
sions, resident advisers, or in the course of 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 sector
of the economy, e.g., transport or power, with a view to drawing up a coor-
dinated investment program for that sector and identifying projects with-
in it. The study may be countrywide; it may be limited to a region within a
country; it may cover the given sector throughout a region embracing
several countries. A "feasibility study" determines whether projects
which have already been identified are technically feasible and econom-
ically justified. A common characteristic 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 Executing Agency.

Bank-Financed Studies

The Bank has been financing the foreign exchange cost of sector and
feasibility studies since 1961. Its policy is to give the UNDP first oppor-
tunity to consider all requests for financial assistance for such studies,
since the UNDP is the member of the United Nations family specifically
concerned with the financing of preinvestment studies. Unless the cir-
cumstances are exceptional, it has been the Bank's practice to undertake a
sector or feasibility study only where there is a reasonable prospect that it
will lead to financing by the Bank or IDA, or within the framework of an
aid coordination group with which the Bank is associated. The Bank also
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requires evidence of the interest of the country concerned, at least
through a contribution to the local currency costs of the study.

While initially the Bank made grants for such studies, it now finances
on a grant 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 latter case, if the project covered
by the study is subsequently financed by the Bank -or IDA, any balance
outstanding on the technical assistance or engineering loan or credit may
be incorporated in the new project loan or credit. Recently, the Bank has
made several loans for preinvestment and technical assistance activities.

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

UNDP Studies with Bank as Executing Agency

The UNDP finances the foreign exchange costs of preinvestment stud-
ies on a grant basis, but usually does not itself carry them out. Instead, it
makes use of the United Nations and the specialized agencies to adminis-
ter studies for which it provides financing. A request that the Bank serve
as Executing Agency may originate with the UNDP or with the country
applying for UNDP assistance. Normally, the Bank's willingness to serve
as Executing Agency depends upon the role it thinks it could usefully play
in the country concerned and upon the availability within the Bank of the
knowledge and technical competence required for organization and super-
vision of the study. When the Bank does serve as Executing 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 Executing Agency in 1959 for a study of the
power sector in Argentina. Through December 1973, it had been Execut-
ing Agency for 154 UNDP studies for 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 to Bank
loans or IDA credits totaling $1,920.9 million, primarily for road and
power projects. These and other Bank-executed UNDP studies have con-
tributed 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 UN -have led directly to Bank loans and IDA credits of
$297.9 million.
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As a result of an extensive review of its operations, UNDP began, in
1972, to base its assistance on three- to five-year programs, developed by
each country, for utilizing UNDP resources expected to be available to
that country during the programming period. While the new procedures
have involved considerable change in working arrangements, the Bank
has continued to coordinate its operations with UNDP and has adjusted
its own methods to the new structure. The reorganization of the Bank's
operational departments along regional lines since 1973 has facilitated
closer contact between the two agencies, both at headquarters and in the
field.
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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
and 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,
employment and manpower training, and such matters of special concern
as 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
Bank's system of country economic data and projections is improved con-
tinuously. This system includes national accounts data; socioeconomic
data indicators; commodity (production, export, import, and price) infor-
mation; and general capital flow and debt statistics. This information
makes possible a consistent intercountry comparison, and provides a
"global framework" of projections which will enable the World Bank bet-
ter to program its financial resources, to anticipate overall growth patterns,
and to make projections of total exports of major commodities and the
likely levels of world trade and external financial resources for each coun-
try.

The Bank reviews the economic condition of a country annually, bian-
nually or triannually, depending on an internal system of country
classification. Normally, a country, in which the Bank has significant
operations 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
of selected economic reports, which are available to the general public.

Reporting of Indebtedness and Capital Flows
To assist countries in their debt management and to monitor require-

ments and costs of external finance, the Bank collects information on ex-
ternal debt and lending. A reporting system, based on data from debtor
countries which have received Bank loans or IDA credits, has been in
operation since 1952. A system, based on data from creditor countries
which are members of the Expanded Reporting System on External
Lending operated jointly by the Bank and the OECD, was inaugurated in
1967. Additional elements of the reporting system are in the planning
stage and relate to suppliers' credits and borrowing by developing coun-
tries in the Euro-currency market.

This worldwide reporting system provides the basis for projecting ser-
vice payments on external debt for use by the Bank in appraising credit-
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worthiness for future lending, and also supplies data for analyzing 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, intergovernmental groups, the Asian, African and Inter-American
Development Banks, the International Monetary Fund, and the OECD.

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

The Bank also collects data on foreign and international bonds and
equities in major capital markets. This system, which goes back to 1946, is
a supplementary 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 of primary com-
modities-agricultural products and minerals-have a major influence on
the prospects of most of the Bank's developing member countries. The
commodity situation and outlook for about 40 primary products which
figure prominently in the exports of developing countries is, therefore,
continuously reviewed by the Bank as a guide both to lending policies and
to assessments of prospects, problems and creditworthiness of borrowing
countries.

The Bank can play an important role by helping developing countries to
diversify their economies and take advantage of the economic oppor-
tunities open to them. The heavy dependence on exports of primary prod-
ucts with poor market prospects presents a particularly difficult problem
for the smaller and poorer countries with limited domestic markets. The
Bank, therefore, in its lending and technical assistance programs generally
emphasizes measures to:

1. limit Bank financing of new production of primary products facing
inelastic demand to countries with few exports alternatives, in order
to minimize adverse price effects on other exporting countries;

2. expand assistance to the "least developed" countries in evaluating
comparative advantage and formulating industrialization policies;

3. expand assistance for research in agricultural production, marketing
and end-uses;

4. increase support for economic integration and trade among develop-
ing countries;

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

Recent analytical work on commodities has been increasingly ad-
dressed to examining issues of investment policy. Studies have dealt, for
example, with the world markets for tea, cocoa, palm oil, and beef, and the
outlook for Bank lending for those commodities.
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In view of the world energy situation, Bank work on commodities in-
cludes a significant effort in petroleum market analysis. Several papers
have dealt with the implications of increased petroleum prices. The world
food and fertilizer situation is also being kept under constant review.
Other recently published papers have been concerned with the tropical
hardwood trade in the Asia-Pacific region, the international market for
iron ore, and with the world demand for jute.

Economic Research

The Bank's program of economic research reflects its concern with a
wide variety of economic and social problems. The program assists general
country economic analysis and 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 a systematic way. Increasingly, the research is being conducted
in collaboration with national research institutes in member countries so
as to promote the exchange of ideas and experience, and to concentrate
the effort on the most important issues.

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

The program seeks to meet the priority needs for research in each of
these areas. Special emphasis is being given to income distribution,
employment, 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 partial
equilibrium settings, evaluate programs and projects in member coun-
tries, and suggest techniques of incorporating objectives other 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 planning in developing countries. Stud-
ies are being made of alternative incentive systems (such as tariffs, quotas
and credit preferences), industrial capacity utilization and industrial plan-
ning. Several studies are being conducted on educational policy. The sub-
jects include the interaction of educational policies with labor markets,
methods of educational financing and design of rural education projects.

The studies begun earlier on highway-design standards and capital-
labor substitution in road construction and civil works are continuing.
They are intended to provide primary data of basic importance to the
planning of highways and civil works, and have attracted great interest in
a number of member countries. Further extensions of these studies are
being considered.
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Individual studies in the research program are described in a publica-
tion entitled World Bank Group Research Program, which first appeared in
September 1972 and is issued annually.

Considerable attention has been given to making the results of the
Bank's research more widely known. An international meeting of Direc-
tors of Development Research and Training Institutes was sponsored by
the Bank and the Organization for Economic Co-operation and Develop-
ment, in September 1972, in Belgrade to establish contacts and promote
collaboration. The Bank has established a program for the regular ex-
change of research documents with development research centers.

PUBLIC INFORMATION

Disseminating information regarding international economic develop-
ment and the World Bank's role in this effort, is the responsibility of the
Department of Information and Public Affairs. One of its main functions
is to explain Bank activities and clarify Bank policy to the public, and to
provide a link to the press, academic communities, and professional and
business circles in the Bank's member countries.

Publications Program

The Department supervises the publication and distribution of those
Bank studies and papers which are made available to the public. Many of
the Bank's studies are published as "Staff Working Papers." Selected
monographs are published by The Johns Hopkins Press for the Bank as
"World Bank Staff Occasional Papers." Studies and publications are listed
in the World Bank Catalog which is published annually.

Information material of a more general nature includes such statistical
publications as the World Bank Atlas and Trends in Developing Countries, as
well as booklets on the impact and volume of World Bank lending in
various parts of the world.

Special mention should be made of the World Bank Annual Report which
gives an account of the Bank's activities on a global basis during each fis-
cal year, highlighting major achievements and policy trends, and includ-
ing statistical sections and the Bank's financial statements.

Audiovisual

The World Bank maintains an extensive library of photographs on a
wide range of projects which have been assisted by the Bank in its mem-
ber countries.

A variety of radio tapes are supplied by the Bank to broadcasting sta-
tions throughout member countries. Included are specially tailored types
of brief broadcasts produced to fit into established local program formats.
The Bank also participates in cooperative television broadcasts from time
to time.

More recently the Bank has started the production of slide shows and
motion pictures. A short motion picture, Development Is People, illustrates
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in brief expressive scenes the importance of people in the development
process.

A Plague upon the Land, a color documentary produced in 1973 on loca-
tion in Western Africa, depicts the ravages which the river blindness dis-
ease inflicts upon the citizens of seven nations in the Volta River Basin.
The film was made in cooperation with WHO and FAO in support of
efforts to provide international financial resources for a twenty-year
program to control and eventually eradicate the disease from the region
(see page 16).

Requests for information or inquiries regarding the availability of press
releases, publications, radio tapes, and films should be addressed to the
Department of Information and Public Affairs, World Bank, 1818 H
Street, N.W., Washington, D.C. 20433, USA. Inquiries may also be ad-
dressed to the Bank's Paris Office, 66, avenue d'I6na, 75116 Paris, France;
and to the Tokyo Office, Kokusai Building, 1-1 Marunouchi 3-chome,
Chiyoda-ku, Tokyo 100, Japan.
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ECONOMIC DEVELOPMENT INSTITUTE

The Economic Development Institute (EDI) was established by the
Bank in 1955 with some initial financial support from the Ford and
Rockefeller Foundations. The Institute's aim is to improve the quality of
economic management in developing countries by providing training for
officials concerned with development programs and projects. The courses
are designed to give the participants a working knowledge of techniques
of development programming and project analysis that may be useful 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 provides
the essential foundation in experience required for such an approach.

Courses Offered

In the first six years, the Institute offered 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 was
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 Institute courses in the 1960s permitted the
more intensive treatment of project analysis by courses focusing on in-
dividual sectors. The Institute is currently giving courses in agriculture
and rural development; industry, agro-industry and development bank-
ing; education; urbanization, water supply and transportation.

General project analysis courses are given principally overseas, 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
to give all of its courses in these languages in due course.

The number of courses given annually at the Institute's headquarters
has steadily increased from one 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 its course programs given overseas in association with
regional and national training institutions.

Overseas Activities
Overseas courses started in the 1960s on an ad hoc basis at the rate of

one or two a year. They are currently proceeding 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 conducted for
officials from countries sharing a common linguistic or geographic back-
ground, and are cosponsored by regional or subregional institutions in
Latin America, Africa, Asia, and the Middle East. National course
programs are also undertaken in cooperation with governments or na-
tional training institutions, usually in the larger member countries of the
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Bank. These overseas activities are associated with the training of teachers
from cosponsoring institutions in the Institute's Washington courses.

Students 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 to 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 countries and dependent territories and 13 international organiza-
tions had participated in courses given at EDI.

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

The courses of the Institute emphasize discussion and the exchange of
experience to supplement the lectures given by staff members 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 early 1960s, a project of providing a limited number of
small libraries on economic development in English and French to coun-
tries where materials on economic development were not available. With
technical assistance from the Centro de Estudios Monetarios
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 out an-
nually small supplements to assist in keeping the basic libraries up to date.

EDI Publications and Teaching Materials

In its early years, the EDI produced work related to Bank policy, no
doubt filling a need at a time when the research and policy work of the
Bank was less adequately staffed and organized than it is today. In the
1970s, it was recognized that the main orientation of EDI research and
publication should henceforth be upon the material required for its own
teaching. This policy was adopted formally in 1972, and has resulted in the
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publication of 15 titles (of which three were translations) to date. This
crystallization of teaching materials in written form is reducing the repeti-
tive burden of teaching, and is an indispensable basis for course programs
given or supported outside headquarters. The Institute is now increasingly
in a position to package courses for use by teachers in its partner institu-
tions.
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International Finance Corporation

The International Finance Corporation (IFC) was established in 1956 as
an affiliate 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
World 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.

IFC's aim is to further economic development by encouraging the
growth 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 markets, and stimulates the international flow of private
capital. In particular, it supports joint ventures which provide oppor-
tunities to combine domestic knowledge of market and other conditions
with the technical 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 patterned on those of the Bank. Countries that are members of the
Bank are 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 each
$1,000 of capital stock subscribed. By June 30, 1973, IFC had 98 mem-
bers. Details of members' subscriptions and voting power are given on
page 79.

A government may withdraw from the IFC at any time, or it may be
suspended if it fails to fulfill any of the obligations of membership. If a
government belonging to IFC ceases to be a member of the Bank, or if its
membership in the Bank is suspended, its membership in IFC is auto-
matically terminated or suspended as well. If a government ceases to be a
member, it remains liable for all amounts due from it to the Corporation.
The Corporation will arrange to repurchase the capital stock of a govern-
ment relinquishing membership, as part of the settlement of accounts
with that government.
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INTERNATIONAL FINANCE CORPORATION

Statement of Subscriptions to Capital Stock and Voting Power
June 30, 1973

SutscriptonS Voling Powr Subscrtinsc Vot'ng Poer

mornt Percent Ntmber Percent Amount Percent Number Percent
( tnonds of of ot tn thocsandn o1 c1 or

Member oflunlarc) total vo total Member atldolar) total noten toa

Afghanistan .. $ 111 .10 361 .27 Malawi 83 .08 333 .25
Argentin a ... . 1,662 1.55 1,912 1.45 Malaysa .... ..... 277 .26 527 .40
Australia .. . 2,215 2.07 2,465 1.87 Mauritania . ........... 55 .05 305 .23
Austria ... 554 .52 804 .61 Mauritius ... .... 95 09 345 26
Belgium ... 2,492 2.33 2,742 208 Mexico .e7. .... .... 720 67 970 .74
Bolivia 78 .07 328 25 Morocco......... .... . 388 36 638 .48
Brazil 1,163 1.09 1,413 1.07 Nepal ...... . .... 55 .05 305 23
Burma .16 .16 416 .32 Netherlands .. ...... 3,046 284 3,296 2.50
Caada. 3,600 336 3,850 2.92 NewZealand ....... ... 923 .86 1,173 89
Chie .388 .36 638 48 Nicaragua 9 .01 259 .20
China 4,154 3.88 4,404 334 Nigeria 369 .34 619 .47
Colombia.. 388 .36 638 48 Norway ... ... 554 .52 804 .61
Cosra Rica . 22 02 272 21 Oman . ... . 36 .03 286 22
Cyprus. . 83 .08 333 .25 Pakistan ........ .... 1,108 103 1,358 103
Denmark . . . .70 1,003 .76 Panama... ..... * 252 .19
Dominican Republic 22 .02 272 .21 Paraguay....... ... ... 16 .02 266 .20
Ecuador.... . 35 .03 285 .22 Peru . ... ..... .... 194 18 444 .34
Egypt, Arab Republic of 590 .55 840 .64 Philippines.. . . . 166 .16 416 .32
ElSalvador 11 01 261 .20 Portugal.. ...... .... 443 .41 693 .53
Ethiopia . . 33 .03 283 .22 SaudArabia....... ..... 1 10 361 .27
Finland 421 .39 671 .51 Senegal ..... .1. .8. 184 .17 434 33
France 5,815 5.42 6,065 4.61 SierraLeone ..... .... . 83 08 333 .25
Gabon . 55 .05 305 .23 Singapore .... 177 .17 427 .32
Germany ... 3,655 3.41 3,905 797 Somalia... ...8. .8. . 83 .08 333 .25
Ghana .. 1 166 .16 416 32 SouthAfrica...... ..... 1,108 1.03 1,358 1.03
Greece. 277 26 527 .40 Spain . ... ... ..... 1,108 1.03 1,358 1.83
Guatemala 22 .02 272 .21 Sritanka .. ....... . 166 .16 416 .32
Guyana . 89 08 339 .26 Sudan ... ... . ..... 111 10 361 .27
Haiti. . 22 .02 272 .21 Swazand ..... ...... 35 .03 285 .22
Honduras 11 .01 261 .20 Sweden.. ... ...... 1,108 1.03 1,358 1.03
Iceland .1 .01 261 20 Syrian Arab Republic ..... . 72 .07 322 .25
India 4,431 413 4,681 3.55 Tanzania . .. ... 184 .17 434 33
Indonesia 1,218 114 1,468 1.12 Thailand ... 139 13 389 .30
Iran .372 35 622 .47 Togo . ... .83 08 333 .25
Iraq. 67 .06 317 .24 Trinidad and Tobago ... 148 14 398 30
Ireland 332 31 582 .44 Tunisia 133 .12 383 .29
Israel... 50 05 300 .23 Turkey 476 .44 726 55
Italy .. 1,994 186 2,244 170 Uganda 184 17 434 .33
lvory Coast 111 .10 361 27 United Kingdom ... 14,400 1343 14,650 1112
Jamaca 148 14 398 .30 United States . .. 35,168 32.80 35,418 26.69
Japan 2,769 2.58 3,019 2.29 Uruguay ... . . 155 .15 405 .31
Jordan 33 .03 283 .22 Venezuela . .... . .... 116 .11 366 28
Kenya 184 .17 434 33 VietNam.. ... . 16 .16 416 32
Korea 139 .13 389 .30 Yemen Arab Republic . . 47 .04 297 .23
Kuwait .369 34 619 47 Yugoslavia ... ... ... 591 .55 841 .64
Lebanon . 50 .05 300 .23 Zaare3.. ... .. 332 31 582 44
Lesotho .. 18 .02 268 .20 Zamba .9. . . . .... 295 28 545 .41
Liberia . . . . 83 .08 333 .25 TOTALS $107.211 10.000 131,711 100.00Libyan Arab Republic . . 55 05 305 .23 'Less than 005 percend
Luxembourg . . . . .o 11 .10 361 .27
Malagasy Republic . . 111 .10 361 27
General 82.00) fron Malta and $9000 irom Western Samon h., b ee re nind r(aco nt other rc pitarial sbcrptiors preer adrnosio to mmbership
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POLICY DIRECTION

As indicated earlier, the Bank, IDA and IFC have essentially identical
organizational structures for policy formulation and executive supervi-
sion. The arrangements relating to the Boards of Governors, Executive
Directors, the President and Chairman of the Directors, described on
pages 18-20, apply to IFC. The President of the World Bank is Chairman
of the Board of Directors of IFC. IFC has had four Presidents. Mr. Robert
S. McNamara became President.of IFC, as of the Bank and IDA, on April
1, 1968.

MANAGEMENT

The Executive Vice 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 executive and presides at meetings of the Board.
The Vice President is responsible for internal administration. In the ab-
sence of the President and Executive Vice President, the Vice President
acts as senior executive of the Corporation and presides at meetings of the
Board. Mr. William S. Gaud was appointed Executive Vice President of
IFC in October 1969. Mr. Ladislaus von 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 staff numbered 186, representing nationals
of 39 countries.

INTERNATIONAL ADVISORY PANEL

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

At 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., Paris;
Dr. Wilfried Guth, Managing Director, Deutsche Bank, A.G., Frankfurt;
Sohei Nakayama, The Industrial Bank of Japan, Ltd., Tokyo; Sir Eric Roll,
K.C.M.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 four (the
Capital Markets, Finance and Management, Legal, and Engineering
Departments) on functional lines. These departments work in close coor-
dination with the Bank and IDA whenever Bank loans or IDA credits are
involved. There are also three offices in IFC: Economic Adviser, Invest-
ment Promotion and Portfolio Supervision. Two special units in the Ex-
ecutive Vice President's Office are Business Relations and Marketing. In
addition, three of the Bank's functional departments- Administration,
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Secretary's, and Programming and Budgeting, as well as the Bank's Euro-
pean Office-also serve IFC (see pages 20 and 21).

Investment Commitree

The membership of the Investment Committee 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
becomes a member of the Committee when IFC investments in develop-
ment finance companies are considered.

Departments and Ofices

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

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

The Capital Markets 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 parties in the
establishment and operation of sound institutions to channel private sav-
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 capital markets.

The Finance and Management Department provides IFC management
with integrated financial management support (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 IFC management direction to these departments. It
includes the Office of Portfolio Supervision (PSO), which assists IFC's In-
vestment 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 a
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 and investment decisions. PSO also
conducts on-site financial reviews of ongoing and completed projects.

The Legal Department advises the Corporation on legal questions relat-
ing to the organization, structure, administration, policies, and operations
of the Corporation. It prepares or reviews documents which create, define,
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modify, or limit the legal rights or obligations of the Corporation, includ-
ing those relating to investment operations and the issuance or sale of
securities. It also, in consultation with the Secretary's Department, pre-
pares or reviews documents relating to corporate meetings or actions; and
it furnishes or arranges for counsel to represent the Corporation in any
legal proceedings in which it may be interested.

The Engineering Department assists the Departments of Investments of
the Corporation in the appraisal and supervision of investment inquiries
and applications submitted to IFC. It recommends contractual arrange-
ments designed to assure successful construction and operation of proj-
ects; follows up on progress of ongoing and completed projects; advises
on selection of consultant and contractor services to borrowers; and ad-
vises on the organizational, managerial, marketing, engineering, and en-
vironmental aspects of projects.

The Office of the Economic Adviser advises corporate management on the
general economic policies of the Corporation. The Economic Adviser and
his staff assist the Investment Departments in assessing the economic im-
pact of potential IFC investments on the economy of the country in
which the project will be located.

The Office of Investment Promotion was established to strengthen IFC's
capacity to develop new investment opportunities in its developing mem-
ber countries. The Office generates and assists in the preparation of in-
vestment proposals, and then turns them over to the appropriate Invest-
ment Department for further consideration. It is also responsible for help-
ing develop and carry out IFC information activities in its areas of opera-
tion, and for developing and maintaining information on private en-
terprise developments and organizations.

The Business Relations Unit was created in a related innovation. It has
the specific function and responsibility of maintaining the Corporation's
relations with, and providing information on IFC to, the governments and
finance and business communities in the Corporation's member coun-
tries.

82



INVESTMENT POLICIES AND RESOURCES

The International Finance Corporation is unique in that it is the only
intergovernmental organization with the sole purpose of assisting the
economies of developing countries by making sound investments in, and
otherwise supporting, their private enterprise sectors. Except for the Cor-
poration's basic criterion that its activities 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 to meet vary-
ing conditions in these countries and the unique nature of each develop-
ment investment. Two major changes have been made in the Corpora-
tion's Articles of Agreement, both designed to give it greater scope in its
investments.

The first of these involved the kind of investments IFC could make.
During its first few years, IFC was empowered only to lend to private

enterprise in developing countries, not to make equity investments. That
is, during this five-year period, the chief distinction between Bank loans
and IFC investments was that the Corporation could lend to private en-
terprise without government guarantee, while the Bank required a
government guarantee when it made a loan to private enterprise.

IFC was permitted to include quasi-equity features in its loan agree-
ments. It did so in various ways, for example, by investing in debt instru-
ments that, when sold to private investors, could be converted to capital
shares.

IFC, in 1961, sought and obtained an amendment to its Articles of
Agreement making it possible to invest in equity.

Investments in Equity

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

The power to invest in equities made it possible to simplify the form of
IFC's investments, facilitated negotiations, and made it easier for the Cor-
poration to find participants and to sell from its portfolio. Further, IFC was
enabled to underwrite sales of shares by new or expanding companies.
Finally, IFC also gained the opportunity to participate as a shareholder in
local development finance companies-institutions which can provide
venture capital in their own countries, carry out underwritings, promote
new enterprises, and extend assistance to local entrepreneurs in preparing
projects. Since 1961, IFC has invested in 25 development finance com-
panies in 20 countries, as well as in a regional institution operating
throughout Latin America and a regional institution operating in Africa.
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In addition to supplying share capital, IFC helps these institutions to
obtain participation in their share capital by private foreign investors.

The ability to hold equity has also enabled IFC to attain other objectives
more effectively. As a shareholder 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.

Enlarged Scope

The scope for IFC's operations was further enlarged by amendments to
the Articles of Agreement of the Bank and the Corporation that took
effect 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 Corporation's lending.

The Corporation borrowed $297 million from the World Bank through
fiscal 1973 under this authority.

The availability of new resources for use in lending makes it possible
for the Corporation ultimately to apply all of its own share capital and
reserves to equity investments. 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 promote projects which have a reasonable prospect of eventually being
suitable for financing by IFC in accordance with established criteria. This
enables IFC to increase the range of help it can give in assisting poten-
tially sound private enterprises through study and planning stages and
into the stage of productive businesses.

As part of this more active role 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 IFC in developing promotional strategies for individual coun-
tries.

IFC's promotional assistance is flexible in order to meet the many kinds
of need for such help encountered in the varying circumstances of
different kinds of projects in countries at various stages of development.

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

In other cases, IFC will join in the equity of pilot companies, together
with other members of an investment group interested in backing the
prospective full-scale company. The embryo company would then carry
out the necessary detailed studies and negotiations needed to implement
the project.
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INVESTMENT PROCEDURES

In common with most investment institutions, IFC looks for certain
preliminary information before deciding whether to make a detailed ap-
praisal of an investment proposal. This information, which varies accord-
ing to the kind of investment being considered, includes a description of
the enterprise concerned, its legal status, financial history, present and
proposed operations and their environmental effect, the purposes for
which the financing is required, the outlook for profits, and the amounts
of financing sought. A manufacturing enterprise would also be expected
to give information such as an indication of the costs and availability of
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 an investment.

The Corporation invests only in less-developed member countries, where
sufficient private capital is not available on reasonable terms, in projects of
economic priority to the country concerned, and where there are reason-
able prospects of adequate returns. This means that each project should
not only be a sound and profitable business, but should benefit the host
country in some form- such as increasing national income, saving and/or
earning foreign exchange, and creating employment.

In considering whether to make an investment, IFC does not choose
between the objectives of economic priority and profitability. Rather, it
makes an investment only where it is convinced that both objectives will
be satisfied. IFC does not pursue profit per se, but as the best available in-
dicator that its investments do, in fact, carry out the Corporation's pur-
pose of fostering the establishment, improvement and expansion in the
developing countries of productive private businesses. Moreover, as IFC
expects to attract other private capital to the projects it supports, the profit
motive cannot be ignored.

The determination of economic priority depends on a number of fac-
tors-whether or not the projected enterprise makes use of an abundant
natural resource; creates employment locally; earns foreign exchange by
making an exportable product; saves foreign exchange by substituting for
imports; and so forth. While recognizing that new industries may need
some initial tariff protection, IFC seeks assurance that they can become
competitive. To this end, the Corporation supports proposals that involve
the transfer of technological, managerial and other skills for increasing
productivity from the economically advanced to the developing countries.

One of the generally most important criteria of a potentially sound in-
vestment for IFC is the availability of sponsors - partners - for new en-
terprises from among companies with proved industrial competence will-
ing to invest in a joint venture. Experience has shown that such a partner-
ship, which usually involves local and foreign investors, brings together
elements that are, together, the best assurance of the viability of a new
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venture. The local investor provides knowledge of national and regional
market conditions and is at home in relations with labor and government.
The foreign partner brings to the association a knowledge of the newer in-
dustrial techniques as well as up-to-date management and administrative
practices.

IFC may provide early financing around which other funds can cluster,
or it may 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 an actual IFC financial commit-
ment. In any of these cases, IFC regards itself as performing its function
as a 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 to en-
terprises in which it invests.

While the nature of ownership of projects submitted to IFC 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,
so 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 arrangements, 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 IFC's investments is steadily broadening. Most of the Cor-
poration's early commitments were made to help basic industries of ob-
vious priority to developing countries, for 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 for
the first time in the fields of nickel mining, carbon black and cottonseed
oil, as well as making two investments to assist the development of capital
markets.

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

IFC commitments are shown by purpose and by region on page 87.

Terms of Investments

Each IFC investment is examined on its merits and in relation to local
factors such as the pattern of interest rates and the general financial
maturity of the country where the investment is proposed. There is no
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IFC's Commitments by Purpose
June 30, 1973
(US$ -millions)

MANUFACTURING
Pulp and paper products .................................................. $117.3
C em en t ................................................................. 116.1
T extiles and fibers ........................................................ 71.8
Iron and steel................... ........................................ 68.6
M otor vehicles and accessories............................................. 64.0
F ertilizers......... ..................................................... 57.2
Chem ical and petrochem ical products..................... ................. 41.5
Food and food processing ................................................. 28.4
M ach inery ............................................................... 8.8
G eneral m anufacturing.................................................... 43.2

OTHER
Utilities, tourism , printing and publishing ................................... 64.1
M in in g .......... ............. ........................................... 82 .1
Developm ent finance com panies........................................... 79.0
M oney and capital m arkets................................................ 6.0

T O T A L ....................... L......... .............................. $848 1

IFC's Commitments by Region
June 30, 1973
(US$ millions)

A frica1.................................................. .................. $ 104 .2
A sia and the M iddle East.................................. .................. 273.0
A u stralasia ......... ......... .. ... ....... ......... .. ................ ........ 1.0
E u rop e ...... ........... ....... ......... ......... ........... ............... 135 .9
W estern H em isphere ...................................................... 334.0

T O T A L ................................................................. $848.1

formula for working out the terms of an IFC investment, and there is no
fixed relationship between the amount of loan and of equity funds pro-
vided. IFC seeks a prospective overall return that is consistent with the re-
quirements of the business involved and with the Corporation's need to
revolve its funds by selling its part of the investment at some future time.

Share investments are usually denominated in the currency of the
country concerned.

Reflecting the fact that subscriptions to the Corporation's capital have
been paid by all its members in US dollars, most loans are expressed in US
dollars. Loans are usually for seven to twelve years, though longer
maturities are occasionally permitted. Repayment is customarily made in
semiannual installments following a grace period, and a commitment fee
of one percent a year is levied on the undisbursed portions of loans. These
stipulations conform to the usual practices of long-term private investors.
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In the case of a new venture, IFC expects 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
economical, due to 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 if it is assured of par-
ticipations by other institutions that will reduce IFC's net investment to
$20 million. In fiscal 1972, for example, the Corporation committed $22
million to Companhia de Cimento Nacional de Minas, a cement project in
Brazil. Participations in the IFC 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
effectively 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, IFC 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 expects to be
kept regularly informed concerning the company's affairs. This is
achieved through periodic consultations with management, visits by IFC
staff, the receipt of regular progress reports and information on factors
materially affecting or likely to affect the company's business. Annual fi-
nancial statements are required to be audited by independent public ac-
countants, and stipulations regarding accounting and financial reporting
are written into IFC investment agreements.

IFC is prepared to support "mixed" enterprises, i.e., a joint venture be-
tween private enterprise and a government. Each case is examined in the
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light of such factors as the extent of government ownership and control,
the nature of the enterprise and the efficiency of its management.

IFC does not invest in a business in a member country that objects to
such financing. The Corporation seeks no special privileges regarding
foreign exchange or other regulations, although, like any investor, it re-
quires assurances that appropriate arrangements for repatriation of funds
will be made. The Corporation, as an intergovernmental organization, is
immune from taxation on income earned on its investments.

IFC is ready, if asked, to advise member governments upon policy relat-
ing to private investment.
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FINANCIAL STRUCTURE AND OPERATIONS

IFC's authorized capital was initially fixed by its Articles of Agreement
at S100 million, divided into 100,000 shares of $1,000 par value. Original
members took up the number of shares assigned to them in the Articles,
while the number, price and other terms of subscription by others are
determined in each case by the Corporation in agreement with the
prospective member. To provide for subscriptions by new members, the
number of shares was increased to 110,000 in 1963, raising the authorized
capital to $110 million. At June 30, 1973, subscribed capital totaled
$107,211,000.

The Corporation's Articles of Agreement provide that subscriptions by
member countries to IFC's capital stock should be payable wholly in gold
or United States dollars. The entire subscribed capital of IFC is available to
the Corporation for use in its operations.

IFC's net income, together with net gains on sales and other disposi-
tions of loans and equity investments and various other net profits, have
been allocated to a reserve against losses. This reserve, like IFC's sub-
scribed capital, can be used for investments. At June 30, 1973, it stood at
$75.8 million.

During its first decade, IFC relied for its resources exclusively on capital
subscriptions, net earnings and its ability to revolve its portfolio by sales
of securities to other investors. As already noted, the Corporation's
resources were supplemented by a line of credit from the World Bank. By
June 30, 1973, the total of funds available to the Corporation for use in its
operations was $812.9 million. This included, in addition to the $297.4
million available from the Bank, capital subscriptions of $107.2 million,
net income of $75.8 million, participations and portfolio sales of $261.5
million, a $5 million loan from the Netherlands, and repayments of $66
million.

Details of funds available to the Corporation for the period 1956-73,
commitments against these funds, and funds uncommited at June 30,
1973, as well as a five-year summary, 1969-73, of IFC's operations appear
on pages 91 and 92.

INVESTMENTS AND FINANCIAL RESULTS

IFC made gross commitments, net of exchange adjustments, of $848.1
million to 203 enterprises in 51 countries and in two regional develop-
ment finance institutions from the start of operations in 1956 through
June 30, 1973. Of the total, $792.9 million was for operating investments
and $55.2 million for standby and underwriting purposes.

The Corporation has sold to other investors equities and loans from its
own portfolio amounting to $227.8 million. Repayments to IFC totaled a
further $66 million. And an additional $55.4 million had been canceled,
terminated or written off. The Corporation's holdings in its portfolio at
June 30,1973, were $465.2 million, including investments not yet effec-
tive.
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IFC's Resources and Commitments, 1956-1973
(US$ millions)

C apital ................................................................... $ 107.2
W orld Bank line of credit.................................................... 297.4

N etherlands loan ........................................................... 5.0
N et incom e ................................................................ 75.8
Repaym ents and investm ents................................................ 66.0
Sales of investm ents ....................................................... 227.8
Acquisition by others of securities covered by

standby and underwriting commitments .................................... 33.7

TOTA L of funds available................................................. $812.9

Gross com mitments made.................................... $848.1
Less cancellations, terminations

and w rite-offs ........................................... 55.4

N et com m itm ents m ade..................................................... 792.7

Uncom m itted funds at June 30, 1973....................................... $ 20.2

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 $2.9 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 of
funds for investment in productive private enterprise in capital-short,
low-income countries is by no means measured by IFC's total investment.
IFC 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, Africa and the Middle East for 17
percent, and Europe for 16 percent.

Over their life to the end of the Corporation's 1973 fiscal year, the
average annual return on loan and equity investments held in IFC's
portfolio was 8.51 percent-comprised of 8.98 percent on loan invest-
ments and 7.84 percent on equity investments.

Sales of Investments

An important source of replenishment of IFC's funds has been the sale
of its commitments, in whole or in part, to other investors: as of June 30,
1973, approximately $261.5 million or almost one-third of IFC's total
commitments, have been revolved in this way, and IFC had obtained the
participation of other investors in more than half the commitments it had
made.
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International Finance Corporation
Five-year Summary-Fiscal years 1969-1973
(US$ thousands)

1969 1970 1971 1972 1973

Gross commitments by years $ 92,876 $ 111,853 $ 101,435 $ 115,649 $ 146,741
Gross commitments, cumulativel 364,670 476,518 577,815 693,761 848,082
Project costs by years 484,487 492,746 433,508 688,536 480,700
Total project costs, cumulative 2  2,116,443 2,609,189 3,042,697 3,731,233 4,211,933
Sales 44,868 18,989 14,237 39,755 65,021
Total income 12,210 16,396 16,422 21,007 21,532
Net income 3  7,690 10,196 6,171 7,951 6,250
Reserve against losses, cumulative 48,615 58,811 64,982 72,518 75,786

11ncludes exchange adjustments to prior years' commitments.
2Total new investment financed by IFC and from other sources in assisted enterprises.
3
Commencing in 1971 net gains on sales of investments have been credited to the income account. Net income for 1969 and 1970 has been restated to include such gains.



Purchasers of IFC investment securities represent a broad segment of
the world investment community, including France, the Federal Repub-
lic of Germany, Italy, Japan, Kuwait, 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, IFC's individual sales of investments have involved amounts
not smaller than $100,000.

Sales of investments further IFC's objective of mobilizing private
capital for enterprises in the developing countries. IFC itself carries out
the work involved in setting up an investment transaction and absorbs
the costs. Through sales of investments to other institutions, the Corpora-
tion has demonstrated the possibilities of opening up channels for
portfolio investments in private industry in the developing countries. In
some cases, this has in turn led to the establishment of new banking con-
nections and new sources of long-term funds for the companies them-
selves.

IFC revolves its funds and brings other investors into partnership in its
transactions in two main ways. The first is for IFC to offer participations at
the time of a commitment. The second is through sales from the Corpora-
tion's portfolio.

Participations are generally made on the same terms as those negotiated
by IFC. The investor is offered a choice between taking a pro rata 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 entire
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. 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.

At appropriate times, IFC is prepared to sell from its portfolio various
types of paper which it holds, resulting from past investments, including
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 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 participant, so that a direct relationship may be es-
tablished between the company and the participant as a shareholder. It is
IFC's practice to consult with its partners on sales of equity in order to es-
tablish that there are no objections for valid business reasons to the pro-
posed sale.

In making sales of shares held in its portfolio, IFC uses several
methods. Some of the companies in which IFC has acquired an equity in-
terest are owned by a broad range of local investors, with the shares
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quoted and traded on local stock exchanges. In such cases, there is an op-
portunity for IFC to sell its holdings through the normal mechanism of
the market. In many cases, a public market for the shares held by IFC
does not exist or is too narrow to allow sales of the volume desired. In that
event, private negotiation is used.

The extent of participations in individual investments has shown con-
siderable variation, sometimes amounting to as much as 88 percent of the
original IFC commitment. Many of the institutions have taken participa-
tions on the basis of attractiveness of the paper purchased, simply taking
account of normal investment criteria such as the relationship between
risk and potential return. Participants, especially institutions active in in-
ternational banking, also have been attracted by the actual or potential
collateral benefits attached to an investment, particularly where there is
an existing or prospective banking connection either with the enterprise
itself or the country in which the enterprise is located.

IFC AND CAPITAL MARKET
DEVELOPMENT

As IFC'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 IFC interest. The availability of fi-
nancing funds through capital and money market facilities, 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
focal point in IFC and the Bank for encouraging the growth of capital
markets in the developing countries, the Department gives special atten-
tion to identifying problems of financial market development and to find-
ing ways of solving them. Its primary thrust is to mobilize domestic sav-
ings in the form of financial assets and to minimize the costs of inter-
mediation in order to enhance domestic financial self-sufficiency. The
Department's work takes practical shape mainly in two ways.

First, governments and private groups in the developing countries are,
at their request, helped to establish and support institutions to channel
domestic savings into productive enterprise. Such institutions may 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 already traded locally, the
Department advises on ways to encourage wider share ownership and to
increase the choice of debt and equity instruments available to local in-
vestors.

Even before the organization of this Department, IFC had been active
in the field of capital market development. For example, the main objec-
tive of its standby and underwriting commitments has been to place
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securities in the hands of local private investors in the developing coun-
tries.

When a public offering is impracticable because of market conditions, it
is sometimes preferable to negotiate sales to pension funds, banks, in-
surance companies, mutual funds, and other large institutional investors.
Here again, IFC's interest and participation in a project can help create
confidence and, consequently, enlist the necessary commitments from
private sources.

Sometimes technical assistance alone can improve a domestic capital
market. The devising or introduction of special types of securities can be
helpful where issues in traditional form are unsuited to market conditions.
Underwriting, itself, is an innovation in many areas.

IFC also exerts indirect influence, through the spread of its own operat-
ing standards and requirements. These can make a project more viable
and worthy of investor support, eventually bringing into being attractive
new issues for trading on the local capital market.

IFC also influences the development of capital markets through its in-
vestments in development finance companies and other financial institu-
tions.
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International Centre for Settlement
of Investment Disputes

THE CONVENTION

One of the central objectives of the World Bank is to promote and
maintain the flow of international investment, including private foreign
investment. This flow has sometimes been impeded by fear among pri-
vate 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
due to unresolved disputes might present to Bank or IDA financing (see
page 45).

In the light of its experience with these and other disputes, the Bank
became convinced that the creation of permanent facilities, designed
specifically to deal with investment disputes between States and foreign
investors, could be a major step toward promoting an atmosphere of
mutual confidence, and thereby stimulating a larger flow 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 staff
of the Bank at the request of the Bank's Board of Governors and with the
assistance of legal experts from many member countries, was submitted
to governments.

The Convention on the Settlement of Investment Disputes between
States and Nationals of other States was opened for signature on March
18, 1965, to all members of the Bank. By September 1966, a sufficient
number had signed and ratified the Convention to permit it to enter into
force on October 14, 1966, 30 days after the deposit of the 20th instru-
ment of ratification.

Nonmembers of the Bank which are parties to the Statute of the Inter-
national Court of Justice may be invited to become signatories. An invita-
tion was extended to, and accepted by, the Government of Switzerland.
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By December 31, 1973, the 68 States listed below had signed the Con-
vention, and of these the 65 marked with asterisks had become Contract-
ing States after the deposit of their instruments of ratification.

Afghanistan* Cyprus* Guinea*
Austria* Dahomey* Guyana*
Belgium* Denmark* Iceland*
Botswana* Egypt, Arab Ireland
Burundi* Republic of* Indonesia*
Cameroon* Ethiopia Italy*
Central African Finland* Ivory Coast*

Republic* France* Jamaica*
Chad* Gabon* Japan*
China* Germany* Jordan*
Congo, People's Ghana* Kenya*

Republic of* Greece* Korea*

THE CENTRE

The International Centre for Settlement of Investment Disputes is the
international organization created by the Convention as the instrument
for carrying out its provisions. Its purpose is to be available to the parties
to certain international investment arrangements, by providing them with
an assured forum on which they may agree, for the settlement of future
disputes, as well as any that have already arisen.

The governing body of the Centre is its Administrative Council, com-
posed of one representative of each Contracting State-all of whom have
equal voting power. Unless a State makes a specific designation, the
Governor appointed by it to the World Bank is automatically its represen-
tative on the Council. The President of the World Bank acts ex officio as
the nonvoting Chairman. The principal functions of the Council are to
adopt the Regulations and Rules of the Centre, to elect the Secretary-
General, to adopt the annual budget, and to decide upon invitations to
nonmembers of the World Bank to become parties to the Convention.

Lesotho' Niger* Togo*
Liberia* Nigeria* Trinidad and Tobago*
Luxembourg* Norway* Tunisia*
Malagasy Republic* Pakistan* Uganda*
Malaysia* Senegal* United Kingdom of
Malawi* Sierra Leone* Great Britain and
Mauritania* Singapore' Northern Ireland*
Mauritius* Somalia* Upper Volta*
Morocco* Sri Lanka* United States of America*
Netherlands* Sudan* Yugoslavia*
Nepal* Swaziland' Zambia*
New Zealand Sweden' Zaire*

Switzerland*
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The legal representative and principal officer of the Centre is its Secre-
tary-General, who is responsible for its administration and also functions
as registrar. He is elected by the Administrative Council on the nomina-
tion of its Chairman. Since the Inaugural Meeting of the Council, Mr. A.
Broches has occupied this post; as he is continuing to serve as Vice Presi-
dent and General Counsel of the World Bank, he receives no compensa-
tion from the Centre.

The Centre maintains separate Panels of Conciliators and of Arbitra-
tors, most of whom are designated by Contracting States (each of which
may place four persons on each list) and some may be added by the Chair-
man of the Administrative Council (who may place 10 persons on each
list). The Convention requires members of the Panels to be persons of
high moral character and recognized competence in the fields of law, com-
merce, industry or finance, who may be relied upon to exercise indepen-
dent judgment; legal competence is specified as particularly important for
arbitrators. The Panel members are not employed by the Centre, but are
merely listed by it so as to facilitate the formation of Conciliation Com-
missions and Arbitral Tribunals.

The expense incurred by the Centre in connection with any proceeding
must be borne by the parties to the proceeding, divided evenly in the case
of conciliation, and as agreed by the parties or decided by the Tribunal in
the case of arbitration. The overhead expenditures of the Centre are to be
covered in part by any miscellaneous receipts, but largely by assessments
on the Contracting States (generally in proportion to their capital stock in
the World Bank). However, the Bank has agreed to accommodate the
Centre free of charge as long as its seat is at the headquarters of the Bank,
and is also underwriting its overhead expenditures.

PROCEEDINGS

The jurisdiction of the Centre is based on consent, given by both par-
ties to a legal dispute relating to an investment. One of these parties must
be the Government of a Contracting State, or a constituent subdivision or
agency designated by such a Government. The other must be a national
of another Contracting State, who may be a natural or a juridical person.

Consent to the jurisdiction of the Centre can be given in connection
with (a) a new investment agreement, (b) an existing agreement whose dis-
putes provisions are no longer considered satisfactory by the parties, or (c)
any legal dispute which has already arisen, whether or not under an agree-
ment. Once given, consent cannot be unilaterally withdrawn by either
party, even if one of the Contracting States concerned should withdraw
from the Centre. The consent may, however, be qualified in various ways
at the time it is given. For example, a Contracting State may require the
prior exhaustion of local administrative or judicial remedies; or consent
may be restricted to conciliation, to arbitration, or to conciliation followed,
if necessary, by arbitration. Although no particular form is prescribed for
the giving of consent (except that it must be in writing), the Centre has
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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 Convention.

The Centre does not itself settle any disputes. Rather it establishes, as
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 to
regulate by agreement all aspects of the proceeding. However, their
failure to agree on any point or the refusal of either party to cooperate can-
not prevent the constitution of the body to which they had originally con-
sented to submit their dispute, or decisively frustrate the progress and
conclusion of the proceeding.

Once both parties have given their consent, either before or after a dis-
pute has arisen, either party may file a request for conciliation or arbitra-
tion, or the parties may do so jointly. The, procedure for so doing is
specified in the Institution 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; if
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 to certain
restrictions on the nationality of arbitrators, the parties are free to con-
stitute their Commission or Tribunal in any way agreeable to both of
them; they may, but need not, choose the members from the Centre's
Panels. However, if they cannot agree on the structure of the body, the
Convention provides that it shall consist of one member appointed by
each party and of a jointly appointed President. If the parties cannot agree
on any joint appointments, or if either of them declines to make the desig-
nations for which it is responsible, or if for any reason the constitution of
the body is delayed, either party may require the Chairman of the Admin-
istrative Council to make the necessary appointments from the appropri-
ate Panel. Once all members of a Commission or Tribunal have accepted
their appointments, the proceeding is deemed to have begun.

The procedure to 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 hoc decisions may be required in a par-
ticular situation, the Commission or Tribunal may issue procedural orders
and may, to some extent, delegate this function to its President.
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Each Commission and Tribunal is the ultimate judge of its own compe-
tence, and may also 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 to 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 for settlement, they are not bound to accept
them. The Commission must conclude its work by drawing up a report,
recording that agreement has been reached, or that it has proved impossi-
ble to achieve any agreement, or that one party has failed to appear or to
participate in the proceeding.

Arbitral Tribunals are required to render an award, on the basis of rules
of law agreed by the parties or as specified in the Convention. The failure
of a party to appear or to present its case will not prevent the Tribunal
from rendering an award, although it must follow special procedures in
such a case. An Arbitral Tribunal may also consider claims 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
parties. A Tribunal's decisions are taken and awards are made by a ma-
jority of the members. Although no appeals may be taken outside the pro-
cedures provided by the Convention, several post-award remedies are
available within it:

1. The original Tribunal may be requested to correct any errors and to
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
hoc Committee 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. Moreover, every Contracting State is required to recognize
as binding all awards rendered pursuant to the Convention and generally
to enforce any pecuniary obligation imposed- whether or not its Govern-
ment or any of its nationals were parties to the proceeding. For this pur-
pose, each Contracting State must designate to the Centre a court or other
authority competent to recognize and enforce awards certified by the Sec-
retary-General.
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No request for the institution of any conciliation proceeding under the
Convention has so far been addressed to the Secretary-General. The first
request for arbitration, which concerned a dispute arising out of an agree-
ment between the Government of Morocco and two private companies,
Holiday Inns S.A. (a Swiss company) and Occidental Petroleum Inc. (a US
corporation), was registered by the Secretary-General in January 1972.
The proceedings were still continuing at December 31, 1973.

A large number of investment agreements has been concluded in
which the parties recorded their consent to the submission of future dis-
putes to the jurisdiction of the Centre. While such agreements may well
continue to be the most usual method of having recourse to the Conven-
tion, there are other means of so doing. For example, several States have
included reference to the Convention in special legislation enacted to pro-
mote foreign investments, and certain treaties dealing with the status of
investments made by the nationals of one party in the territories of
another provide for the use of the Convention to settle disputes arising
out of such transactions.

Finally, the parties to a number of agreements who for some reason
cannot submit to the jurisdiction of the Centre (because one of them is
not associated with a Contracting State, or is not such a State or a desig-
nated subdivision or agency thereof) have provided for ad hoc arbitration
and specified that in stated contingencies either the Chairman of the
Council or the Secretary-General is to be the appointing authority of last
resort. Officials of the Centre approached with such requests have indi-
cated that they will generally consent to perform the functions foreseen
for them in satisfactorily formulated disputes clauses, unless this might be
inconsistent with the interests of the Bank and its affiliates. It has,
therefore, been suggested that the Centre be consulted and receive for
comment at least a draft of the disputes settlement provisions before such
agreements are concluded.

Investment Laws Project

The Centre has initiated a project for the collection, classification and
dissemination of national legislation and international agreements relat-
ing to foreign investments, with the object of assisting States in making
useful comparisons among investment promotion instruments in
different parts of the world and to help familiarize potential investors with
legal conditions in various developing countries.

The material collected is computer-prepared and coded. It is arranged
by titles and has concordance tables with cross-references. A number of
loose-leaf binders covering 50 developing member countries is projected;
three have been published to date. Binder I includes Afghanistan, Chad,
Ivory Coast, Kenya, Korea, Liberia, Malaysia, Nigeria, Uganda, and Zaire;
Binder II-Burundi, Dahomey, Gabon, Ghana, Indonesia, Jamaica,
Nepal, Niger, Senegal, and Tunisia; Binder III-Botswana and Singapore,
plus updated material for the countries contained in Binder I.
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MULTILATERAL INVESTMENT
INSURANCE SCHEME

At 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 staff drafted Articles of Agreement for an interna-
tional investment 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 staff memorandum identifying the
principal outstanding issues, to member governments. Thereafter, work
on the agency within the Bank was suspended and will not be resumed
unless enough governments, of both developed and developing countries,
express positive interest in proceeding with the proposal.
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Bank and IDA Lending Operations
by Major Purpose and Region

Cumulative total of loans and credits approved, June 30, 19731
(US$ millions)

Bank loans to current borrowers by region

Eu ope,
Middle

East, Latin
Eastern Western North America,

PurposeM2) Africa Africa Asia Africa Caribbean Total

AGRICULTURE, FORESTRY AND FISHING
Agricultural credit..... .... $ - $ 3.5 $ 17.5 $ 79.5 $ 67.9 $ 168.4
Area development... .... 37 5 7.0 52.0 12.0 24.1 132.6
Food and non-food crops 5.5 56.8 - 10.0 12.0 84.3
Irrigation, flood control and drainage...... 34.5 - 391.0 249.3 123.4 798.2
Forestry and fishing..... 7.9 - 42.3 24.8 8.7 83.7
Crop processing and storage - - 14.3 74.9 84.8 174.0
Livestock. . . _ . . ...... 5.3 - 7.5 50.0 479.5 542.3
Agricultural research - - - 12.7 - 12.7
Other .. 5.. . .. 5.6 - 26.3 2.3 22 7 56.9
Subtotal ... $ 96.3 $ 67.3 $ 550.9 $ 515.5 $ 823.1 $ 2,053.1

EDUCATION. $ 60.5 $ 84.1 $ 93.2 $ 170.3 $ 99.7 $ 507.8
INDUSTRY . ..
Iron and steel $ - $ - $ 189.0 $ 86.5 $ 294.0 $ 569.5
Pulp and paper ... . - 4.2 - 20.0 24.2
Fertilizer and other chemicals - - 32.0 24.0 - 56.0
Mining, other extraction rn. 320 131.0 54.5 25.0 46.8 289.3
Small industry and industrial estates - - - - -
Development finance companies . . 12.0 17.0 762.7 727.2 252.5 1,771.4
Other. - - 165.9 22.5 188.4
Subtotal .. l 44.0 $ 148.0 $1,042.4 $1,028.6 $ 635.8 $ 2,898.8

NON-PROJECT $ 70.0 $ 80.0 $ - $ 133.0 $ 60.0 $ 343.0

POPULATION $ - $ - $ 5.0 $ 16.5 $ 5.0 $ 26.5
POWER . $ 306.9 $ 275.3 $ 992.7 $ 5990 $2,883.5 $ 5,057.4

TECHNICAL ASSISTANCE ... $ - $ - $ - $ - $ - $ -
TELECOMMUNICATIONS. $ 69.6 $ 6.3 $ 137.8 $ 185.8 $ 173.2 $ 572.7
TOURISM $ - $ - $ - $ 44.0 $ 22.0 $ 66.0

TRANSPORTATION . ..
Aviation .. .. ... .. ... $ 29.0 $ 3.0 $ 5.6 $ - $ 37.0 $ 74.6
Highways. . 150.7 153.7 274.5 585.6 1,119.5 2,284.0
Pipelines . - - 56.2 148.9 23.3 228.4
Ports, waterways and shipping .. 71.3 96.3 257.5 246.3 127.1 798.5
Raiways .. . ... ... .. 207.4 47.2 809.9 415.5 414.5 1,894.5
Other . ... ... . .. 2.0 25.0 - - - 53.0
Subtotal .... .... ... ... $ 486.4 $ 325.2 $1,403.7 $1,396.3 $1,721.4 $5,333.0

URBANIZATION.... ... . . $ - $ - $ 16.0 $ - $ 5.4 $ 21.4

WATER SUPPLY AND SEWERAGE.... $ 19.1 $ 14.5 $ 50.1 $ 182.4 $ 291.8 $ 557.9
TOTAL $1,152.8 $1,000.7 $4,291.6 $4,271.4 $6,720.9 $17,437.6

(i) Except for the total shown in footnote 4, no account is taken of cancellations and refundings subsequent to original commitment; amounts
of cancellations and refundings are shown by country and purpose in the Statements of Loans and of Development Credits, which are
available on request. Bank loans of $300 million to IFC are excluded. Dueto rounding, totals may not agree with those shown in Appendix 2.

(2) Operations have been classified by the major purpose they finance. Many projects include activity in more than one sector or sub sector.
0) includes $497 million in European reconstruction loans made before 1952.
() This total includes $113 million of credits made to Pakistan in earlier years for development projects in its former eastern wing, now

Bangladesh. The credits were reactivated, in revised form, as credits to Bangladesh.
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Appendix A

IDA credits by region

Europe,
Middle Total Bank

EsenEast, Latin and IDA Bank loans
Eastern Western North America, to current to past Total

Africa Africa Asia Africa Caribbean Total borrowers borrowers Bank and IDA

$ 14.6 $ 17.0 $ 370.5 $ 24.0 $ - $ 426.1 $ 594.5 $ - $ 594.5
61.5 34.8 6.5 6.0 - 108.8 241.4 4.3 245.7
39.1 25.4 121.8 15.0 - 201.3 285.6 - 285.6

109.4 18.8 351.9 157.9 13.0 651.0 1,449.2 7.0 1,456.2
- 1.3 3.5 5.5 - 10.3 94.0 - 94.0

6.3 - 54.2 - - 60.5 234.5 - 234.5
46.0 6.4 10.6 29.5 46.9 139.4 681.7 - 681.7

- - - - - 12.7 - 12.7
- - 15.5 - - 15.5 72.4 - 72.4

$276.9 $103.7 $ 934.5 $237.9 $59.9 $1,612.9 $ 3,666.0 $ 11.3 $ 3,677.3

$104.9 $ 71.0 $ 140.9 $ 46.4 $ 17.1 $ 380.3 $ 888.1 $ - $ 888.1

$ - $ - $ - $ - $ - $ - $ 569.5 $ 155.3 $ 724.8
- - - - 24.2 - 24.2

- - 123.0 - - 123.0 179.0 - 179.0
2.5 - - - - 2.5 291.8 - 291.8
4.0 - 9.5 - - 13.5 13.5 - 13.5

29.5 - 60.0 52.0 - 141.5 1,912.9 24.8 1,937.7
- - - .2 - .2 188.6 184.1 372.7

$ 36.0 $ - $ 192.5 $ 52.2 $ $ 280.7 $ 3,179.5 $ 364.2 $ 3,543.7

$ - $ - $1,000.0 $ - - $1,000.0 $1,343.0 $1,115.1 $ 2,458.1

$ - $- $ 34.4 $ 4.8 $- $ 39.2 $ 65.7 $ - $ 65.7

$ 5.3 $ 17.1 $ 379.0 $ 35.9 $ 44.3 $ 481.6 $ 5,539.0 $ 691.3 $ 6,230.3

$ - $ - $ 14.0 $ - $ - $ 14.0 $ 14.0 $ - $ 14.0

$ - $ 8.9 $ 311.5 $ - $ - $ 320.4 $ 893.1 $ - $ 893.1

$ - $ - $ 4.2 $ 10.0 $ - $ 14.2 $ 80.2 $ - $ 80.2

$ - $ - $ - $ 2.5 $ - $ 2.5 $ 77.1 $ 16.2 $ 93.3
268.7 131.0 203.6 50.5 83.3 737.1 3,021.1 430.0 3,451.1

- - - - - 228.4 - 228.4
30.2 3.6 154.3 - - 188.1 986.6 42.0 1,028.6

- 34.9 419.2 38.5 8.0 500.6 2,395.1 227.8 2,622.9
- - 53.0 - 5.

$208.9 $169.5 $ 777.1 $ 91.5 $ 91.3 $1483 $6713 $760 $,7.

$ - $ 8.0 $ - $2.3 $20.0 $ 30.3 $ 51.7 $ - $ 51.7
$ 4.1 $ 3.5 $ 111.2 $ 39.7 $ 3.0 $ 161.5 $ 719.4 $ - $ 719.4

$726.1 $381.7 $3,899.3 $520.7 $235.6 $5,763.4 $23,201.0 $2,897.9 $26,098.9(
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Total Bank and IDA Lending Operations by Country
December 31, 1973

Bank Loans IDA Credos

Net Amont ts Principal
No. Netamount sam & re-nsts No Netramountl repayments

Africa
Algeria 5 S 105,000,000 S 30968,000 - $ - $ -
Boswana 1 32,000,000 32,000,000 5 11.840000 -
Burundi 1 4,800,000 264,000 3 3,251,158 80,093
Cameroon 7 62,800,000 62,255,000 8 66,700,000 -
Central African Republic - - - 3 12,400,000 -
Chad - - 5 13,200,000 -
Congo, People's Republic of I 30,00,000 24,645 7 21,539,375 39,375
Dahomey - - - 4 26,000,000 -
Egypt, Arab Republic of I 56,500 5500,000 8 131,073,937 -
Equatorial Guinea - - - 1 2,000,000 -
Ethiopia 12 108,600,000 81632,000 15 157,600,000 80,900
Gabon 5 64,288,722 26,105,000 - - -
Gambia, The - - - 2 3,400,000 -
Ghana 2 53,000,000 43,576,000 8 60,310,958 471,980
Guinea 3 73,500,000 72,545,000 - - -
Ivory Coast' 12 101,891,567 94,345,000 1 7,500,000 -
Kenya

3  
18 358,824,026 325,320,000 13 88,679,776 -

Lesotho - - - 2 9,700,000 -
Lbenia 7 26,849,811 25,630,000 3 11,000,000 -
Malagasy Republic 4 26,100,000 26,100,000 6 61,200,000 -
Malawi - - - 10 64.600,000 -
Mali

2  
- - - 8 51,0000 -

Mauritania 1 66,000,000 1,186,032 4 16,350,000 -
Mauritius 1 6,973,119 1,895,066 4 16,700,000 -
Morocco 16 342,432,210 309,672,252 4 36,000,000 -
Niger - - - 5 17,103,224
Nigeria 18 567,043,334 522,252,514 2 35,304,820 -
Rhodesia4 3 86,950,000 17,228,696 - --
Rwanda - - - 3 16,100,000 -
Senegal, 6 19,804037 18,932,463 12 59,050,000
Sierra Leone 3 11.400,000 10,155,000 3 10,800,000 -
Somalia - - - 6 34,521,875 177,540
Soath Africa 11 241,300,000 1,631,001 - - -
Sudan 6 127,235,157 86,998,000 6 85,116002 342,44
Swaziland 2 6,950,000 3,780,000 1 2,800,000 61,297
T Maania' 3 42,200,000 41,720,000 14 106,359,416 27,746
Togo - - - 2 12,400,000 -
Tunisia 17 166,598,999 155,120,808 10 65,662,598 81,658
Uganda' 1 8,400,000 47,177 7 44,031,012 -
Upper Volta

2  
- - - 7 22,700,000 -

Zaire 5 91,582,054 8,887,299 8 72,000,000 -
Zambia 13 336,516,360 287,950,642

187 $3-,246,000,204 $2,510,341,950 210 $1,456,794,951 $1,562,011

Asra
Afghantsan - S - $ 8 $ 39,977,313 $ -
Bangladesh -- 15 216,950,000 -
Burma 3 33,123,943 7,503,000 2 33,000,000 -
China 14 310,953,354 274,368,062 4 13,073,716 253,211
India 41 1,178,260,077 574,836,203 58 2,560,240,696 4,568,762
Indonesia - - 35 509,300,000 -
Iran 27 914,299,623 686,592,860 - -
Iraq 6 145,693,946 136,567,150 -
Israel 9 214,371,979 160,449,631 - -
Japan 31 857,041,004 459,403,429 -- -
Jordan - - - 0 40,315,503 39,941
Korea 13 442,449,713 435,332,007 9 10693,129 152,761
Lebanon 3 66,600,000 50,160,107 - - -
Malaysia 23 396,346,554 351,804,645 - -
Nepal - - - 5 19,900,000 -
Pakistan 32 624,457,875 384,259,664 41 463,409,530 1,246,896
Philippines 20 352,542,986 296,800,929 2 22,700,000 -
Singapore 12 134,8533,244 116,548,414 - - -
Sri Lanka 8 73,513,509 53,598,196 5 25,624,479 -
Syrian Arab Republic - - - 3 37,300,000 -
Thailand 28 529,438,725 385,312,862 2 25,000,000 -
Yemen Arab Republic - - - 3 29,600,000
Yemen, Peoples Democratic Republic of - - 56660

270 $6,273,946,532 $4,373,537,159 203 $4.140 9091366 $6,261,571
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Appendix B

Bank Loans DA Cred,.t

Net Amount less PrNmpal
No Net amount' sales & repayments No. Netamount repayments

Austna 9 $ 104,860,083 S 37,913,198 - $ - $ -
Beignm 4 76,000,000 - -
Cyprus 9 56,093,510 50,562,212 - - -
Denmark 3 85,000,000 19,628,543 - --
Finland 17 296,526,846 130,855,683 - --
France 1 250,000,000 - - - -
Greece 7 133,875,000 122,934,871 ---
Iceland 10 47,014,000 38,835,000 - -
lreland 6 97,500,000 95,841,561 - -
Italy 6 398,028,000 110,285,860 - - -
Luxembourg I 11,761,983 -- -
Mala i 6,040,080 18,080 --
Netherlands 10 236,451,985 -- -
Norway 6 145,000,000 57,571,199 -
Portugal 5 57,500,000 45,099,751 - --
Spart 10 426,831,646 380,163,271 - - -
Turky 23 520,679,609 455,657,948 14 178,115,987 303,704
Yugoslavia 24 764,635,030 667.620,459 - - -

154 $3,713,797,772 $2,212,987.636 14 $ 178,115,987 $ 303,704
Latin Amrica & Carbbean
Argentina 9 $ 509,102,049 $ 455,056,000 - $ - $ -
Bolivia i 23,250,000 22,622,000 8 46,591,884 -
Bra.il 48 1,742,290,235 1,484,662,159 - - -
Chile 18 232,537,762 148,850,631 1 18,997,755 500,30
Colombia 55 1,072,821,082 866.020,366, I 19,500,000 524,523
Costa Rica 16 125,476,251 101,485,998 1 4,550,243 122,631
Dominican Republic i 25.000,000 23.913,044 3 22,000,000 -
Ecuador Il 91,300,000 60,579,000 6 36,900,000 -
El Salvador I1 94,718,024 60,709,709 2 13,599331 134,408
Guatemala 6 66,499,234 46,084,214 - - -
Guyana 5 20,219,017 19,200,000 3 9,500,000 -
Haiti 1 2,600,000 - 1 349,855 5,757
Honduras 13 92,159,153 78,311,124 7 33,627,974 210,674
Jamaica 9 69,259,421 64,274,000 - - -
Mexico 33 1,599,299,450 1,294,992,799 - -
Nicaragua 19 110,258,828 83,360,000 2 22,994,834 49,391
Panama 10 118,147,426 103,936,150 - - -
Paraguay 6 21,802,551 16,489,369 5 26,494,648 153,091
Peru 26 292,249,265 207.080,661 - - -
Trinidad & Tobago 9 72,690,424 51,766,807 - -
Uruguay 11 155,161,189 84,839,000 - - -
Venezuela 12 355,903,865 287,098,340 - - -

330 $6,892,745,226 S5,561,331,372 40 $ 255,106,524 $1,709,305
Oceana
Australia 7 $ 417,730,000 $ 89,941,457 - $ - $ -
Fiji 3 18,200,000 18,200,000 - -
New Zealand 6 101,545,880 71,016,949
Papua Nea Guinea 4 44,700,000 40,262,222 5 25,200,000 -

20 $ 582,175,880 $ 219,420,628 3 S 25,200,000 $ -
Initrnaional F,ance Corporatin 4 S 300,000,000 $ 293,590,000

Bank TOTAL: 90 couniries
& IFC 965 S21.008,745,614 $14,979,208,744

IDA TOTAL. 66 ceuntries 472 $6,064,206,828 $9,637,413

Combined Bank/DA TOTAL 109 countries & IFC

'Nei ofcancellatons. refundings, and temma,tons
20nelhan for$7.5mlkons ownaganstIvoryCoasusshardwth Mah,.SenegalanUpperVolta
t
Nsme Ioansaaregamg&$229.8 mion shown aga,nst Kenya are sared with Tanania and Uganda
Three oans toh,ng $106.7 mlion have been asged in equal shares to Rhodesia and Zamb,a
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1NTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Statement of Subscriptions [ о Gpital Stoclc ш д Voting Power
December 31, 1973
(expres5ed in thausands оГunils оГсиггепсу)

виьs гприопяl Ат оипггра�дт Z _ А тоипts гиЬд сгю са0 yountpoaer
А т оип и

елогеаид in Еаоггг+ ед iп Ещ пхvеа т
UmrcdL дrn Uпioed5taгcs UтгедSигег
ddlarsofr Пe 4д ЬггоГгбг ddWSOfmc

wеуЫ япд vxµhr апд Елогеги д in vецЫ апд EaDгessed in
бпепец т бпепеи in finenes in

rггс. п� ггоп .ег<� ип� �гпs� raa ее� г ип�� еs иг« неты кп:е
метеег s паге: д iow 1wr 1,1 яи 1яу 1, iяЧ дыигг зтr 1, iяи аыип ы мгег м wm

A Гghamstan 300 12 S ЗО,ООО в З ,ООО S 3,619 S 27,000 в 32j11 550 .19
Algena 800 J2 BO,OOD 8,000 9,651 72,000 86,857 1,OS0 .37
ArBennna 3,733 1.18 373,700 37,330 45,033 775,970 105,297 3,983 1.11
Australia2 5.330 211 533,000 53,300 64, г98 179,700 578,685 5380 197
Ausvial 2,зоа .я 1 гю ,4ао 2з ,о40 Z7,794 207,зьо 250,1+ а 2,5ц 9о
ваматаг. тме 1 Т1 т n.10o 1,7i0 г,оЫ 1s,зяо l вs ьс 421 1s
ВаЬгат 85 .03 8,500 В50 1,025 7, Ь50 9129 ц 5 .12
Bangladesh 1,067 .42 106,700 10,670 12,872 %, ОЮ 115,846 1,317 .17
вelgium2 s, ю s z1o ss+,s0o s5,450 ьь.вя2 {99,050 602ргв s,195 2.05
BoliviaZ 210 .08 21.000 2.100 2j37 18.900 ц .800 460 .16
Boгswana2 4l .д2 4,300 430 519 7,870 4,669 293 .10
Вгaz д1 3,733 1.48 373,300 37,730 45,033 335,970 b5,M7 l,9sl 1 А 1
Вигт а 507 20 50,700 5,070 6,116 45,630 55,046 757 .27
Вигипд� 150 .ОЬ 15,000 1,500 1,810 13,Nq 16.2 Вб 400 .1{
Сат егт п 200 А8 20,000 2.000 2.413 18,000 21,714 150 .16
Сапада 9,418 3.73 9{1,800 94,180 113 Д И 847,620 1,022,525 9 Д68 Зц

cemrai АГг�гапВеvиЫ�с 1оо а 1 о.о00 1. ооо lдоь 9, ооо 10, ея зю 12
Chad 11Ю А1 10,000 1,000 1,206 9,000 10,857 350 12
Chi1e2 933 Э7 93, Э00 9,3 Э0 11255 8Э,970 l0],297 1,183 {2
Chma 7,500 297 750.000 ]5.000 90.476 675.000 814,2 В5 7.750 2.74
CWOmbia 933 37 93,300 9,330 11,255 83,970 101,297 1,18) .ц
Сопgо. Реор� ёг RериЫ гс of 100 .0{ 10,000 1,000 1,206 9,000 10,857 Э50 .12

Costa Rica 107 .О4 10,700 1,070 1� 91 9 ДЗ0 l1, Ы 7 357 .13
счргиг гz2 .ая : г1 оо 2120 2. ы н ю .яао г4,l Оз а 2 17
Dahomey 100 .Оа 10,000 1,000 1, г06 9,000 10,857 350 .12
оептагк г.211 вв ггt.l оо зг.11о 2ь.Ы2 1яе.990 2а0,051 2.4 ь1 вг
Domimcan RepuЫ icZ 143 .ОЬ ц ,7110 1.430 1.725 12,870 15j26 393 1{
Есиадог 161 .07 18,100 1,810 2,183 16,290 19,651 131 .15
EBYpt. АгаЬ Repu Ы ic of 1.{21 56 14г .10D 14110 17.142 127.890 1 ю ,280 1.6)1 59
E15a1vador 120 .05 12,000 1,200 1, Ч 8 10,В00 13,029 370 [1
Eouatorial Guinea 64 .03 6,400 640 772 5,760 Ь,А19 314 1I

Erhiop гa 1l4 .05 11.400 1.140 1,375 10160 12})7 36l l7
F цi 111 .04 11.100 1.110 1.379 9.990 1I.051 3Ы .13
Fmland 1,621 64 162,100 16,210 19,555 145,890 175,991 1,ВТ1 .ЬЬ
Егап<е2 l2.192 5.07 1,279.200 127.920 1 ю ,316 1.151.280 1,388 Д45 13.042 4.61
Gabonl 100 .0{ 10,000 1,000 1,206 9,000 10,857 350 .12
Gamb�a, The 53 .02 5,300 530 679 4,7Т0 5,7 ю J03 .11
Germa пy,FederalRevuEl к of1 13,653 541 1.365,300 1М ,530 164,Ю 7 1128,770 1,482,315 13,903 4.91
G бana= 734 .29 77,400 7,340 8,855 ЬЬ.ОЬО 79,691 984 .Э5
G геесек 736 .29 73,600 7,760 8,879 66,210 79,909 9в6 .35
Gua цmalaZ ц 3 .05 12,30D 1,2Э0 1.481 11,070 i3,3N Э73 .13

Guinea 200 А8 20,000 2.000 2,41 Э 18,000 21,71{ 150 .16
G иуапаг 171 .07 17,100 1,710 2,063 15,390 1Н5 ЬЬ 421 .15
Иапi 150 .ОЬ 15,000 1,500 1.810 U,500 16166 400 .11
Нопаиг� 2 а4 Аз в,4 оо е{О 1А13 7дьо я.11 о зэа 12
1сеlапд 184 D] 18.400 1.810 2,220 16.5 Ь0 19.977 { Э4 .15
1 пди1 9,000 357 900.000 90.000 108,571 810 Д00 977,142 9150 317
l пдопелаг г,zоо н7 2zo,ooo гz,ооо zь54 о 19в,о00 гзе,вsТ 2,450 .8Т
lгап 1j80 .63 158,000 IS,800 19,060 112,2(10 177,543 1,830 b5
1га9 698 28 69, В00 Ь ,980 В,l20 Ы ,ВЮ 75,783 948 .3{
1reland 1,ОЭг д1 103,200 10,320 12,{50 92,880 112,046 1� 82 45

lsrael 1.108 .Ч 110.600 11,080 17.366 99720 1г0, г97 l.358 .48
1uIY Ь.ЬЬО 26 а ЬЬЬ ,ООО ЬЬ .ЬОО 80.343 599.400 727,085 6.910 2.Ч
1vorY Соачг 365 .14 ЭЬ ,500 7,650 4,403 32,В50 39, Ы 9 Ы 5 12
1 ат а�са� 446 !8 Ч .ЬОО 4,460 5,360 10,140 {8,423 696 .25
l арап2 10,230 4.06 1.023.000 102,300 123.409 920.700 1.110.685 10.480 Э.Ю

1оМ ап 18) 07 18.100 1.510 2.256 16. в30 Ю ,307 437 .15
кет аl 4 ао 1 ь ао,00 о 4, ооо {.e:s w,aoo 4з,л29 ы о zз
Khmer RepuDLc 214 .09 21,400 2,140 2,5 В2 19,260 г3,2N 461 .16
Когеа 682 27 68,200 6,820 8,227 Ы ,7 В0 7{,046 932 .73
Kurau 694 .28 69,400 6,940 8,372 62,460 75, ЗЧ 9 Ч 33

Laos 100 .01 l0,000 1,000 1106 9,000 10,857 350 .12
1. ееапоп яо а 9, ооо яо0 1, Оеь в.1 о0 9,rn з4о ц
L ею гh о 43 .02 4,700 t30 519 3,870 1,669 293 10
Liberu2 г13 .ОВ 21,31 р 2,130 2.570 19,110 23,12 Ь { ЬЗ 16
L �луап м аь кериеьг zao ое го ,аоо zaoo 2,л з 1в ,аоо п ,7 и 4s0 1ь

Luxemboure 200 08 20,000 2,000 2.113 l8,000 21,714 450 16
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Appendix С

SubsrripuO пsl Amounrsva �dm г А тоипtггиыесl госаll Volmgpower
l тоипи

егргеггсдт Ехргеж д� п Елр ж Е т
Unue45ures UnnedSU�es Um�e05iates
оыiаггогте аытг: опмг еопапоппг

e�gM1iantl апС Eavrcssstl �n Е лргеи ед т
бпе fine fiпе

Регсепг еRесSгопп eFatonn UniteESUtes еRесо пп Un�uASUres Num6er Регсет
М ет Се г SM1ares М 5ои 1 1 и1у 1, 19 ц 1 и1у 1. 19ц дд lвга 1 и1у t,19H дпllап о( rote5 oI 5оШ

Malagasy Repu Ы ic 219 09 21,900 2,190 2,642 19,710 23,777 469 17
Malawi 150 .ОЬ 15,000 1,500 1,810 13,500 16,28 Ь 400 .14
Malaysia 1,5в7 .67 158,700 15,870 19,145 142,830 172,303 1,837 .65
М аЬ 177 .07 17}00 1.710 2.087 15.570 18,787 423 15
М аиn гвт а 100 .04 10,000 1,000 1,206 9,000 10,857 350 .I2
М аиппиг 188 07 1В,800 1,880 2, гб8 16,920 20,111 438 15
мех�со2 г,: во 9о п в.аоо 2г,воо n д05 гos,za0 г+7s4 з гs зо в9
М от гго 960 38 96,OW 9,600 11,581 86,400 104.228 1,г10 АЗ
NevaR 112 а п ,г0о 1,1 ю 1, зs1 1 о,ов0 12.t ь0 wz .17
Netherla пds2 5,923 2.75 592,700 59,230 71,452 577,070 613,068 6,173 2.18
New Zealend 1,716 .68 111,Ь00 17,160 20,701 154,140 186}08 1,966 7D
N �caraeua= 91 04 9,100 9!0 1,09 В 8,190 9,880 N1 1г
N �ger 100 04 10,000 1,000 1,206 9,000 10,857 350 .12
NigeriaZ 1,15 г .16 115,200 11,520 13, В97 103,680 1г5,074 1,102 .Ю
Norray 2,008 b! 20i,800 г0,480 24,706 184,320 222,754 г, г98 .81
От ап ЬО .02 Ь .ООО ЬОО 724 5.1 ГИ) 6.514 310 11
Pakrstan 2.000 79 200,000 20.000 г4.I27 180,000 2I7.143 г ,250 .80
Рапата lд 176 .07 17,600 1,760 2.123 15.840 19.109 426 .15
Paraguay ЬО .02 Ь ,ООО ЬОО 724 5,400 6,514 )10 .!1
Р<ги 735 29 7з ,500 7}50 В,8Ы Ьб ,l50 79,800 985 .73
PMlippmes 1,Эг2 5 г /3 г.200 13,220 15.918 I18,980 143,331 I.572 56
P ос tugal 800 .32 ВО ,ООО 8.000 9,651 72,000 ВЬ.857 1Д50 37
Qetar 171 .07 17.100 1.710 2.063 15.390 18566 бг1 15
Romama 1,621 .W 162,100 16,210 19,555 145, в90 175.994 1,871 ЬЬ
к .. пда 1so дь 1s.ooo 1SOO 1,в10 133оо fьдвб доо .14
SaudiAra ы a= 1,143 .45 114,300 I1,430 13,789 102,870 124,097 l}93 49
Seneeal 773 .U 37.300 3,3 з0 4.01) 29.970 36.154 587 31
&erraLeone 150 .ОЬ 15,000 1,500 1 Д 10 13,500 1Ь.286 400 .11
Singapore 320 13 Зг,000 3,200 3,860 28,800 74, Т43 570 .20
5omalia 150 .ОЬ I5,000 1,500 ГД 10 13,500 16,2 вб 400 .11
Sou1h AGica 2,133 .В5 213,700 21} з0 25,731 191,910 2 з1,583 2,383 .84
5 рат 3,371 134 371.10D 33710 40.666 ЗОЗ.)90 765.994 3.621 1.г8
5 п Lanka 827 73 82.700 8,270 9,976 74,4 Ю 89, Т89 1,077 7 в
5 идап ЬОО 2д 60,000 Ь,ООО 1,238 54,000 65,117 850 .ЗО
Swanla пd ЬВ .ОЗ 6,800 680 820 Ь, ц 0 7}8 Э l18 .11
5wedenz г.177 1.10 277.300 27,7J0 33 А52 249.570 301.068 З,ОгЭ 1.01
synan Агаь яерилы 4оо .1ь а0,ооо д,ооо d,e2s зь ,ооо 4э ,дг9 ьsа : з
Tanzama 350 .14 35,000 7,500 4,222 31500 38,000 600 21
ThadandZ 1.113 45 114.300 11.4 Ю 13,789 102.870 124,091 1}93 49
Тоео 150 .ОЬ 15,000 1.500 1.810 13,500 16,286 400 14
Тпт дад апд Tobago 535 2I 53,500 5,350 Ь ,454 48,150 5В ,О86 785 28
Tuп isia 373 .15 77,J00 3,730 4,500 77,570 40,497 Ьг3 .22
Turkey 1,286 51 128,600 12,860 15514 115,710 139,623 1,576 .54
Ugandaz 373 .1Э 33,700 З, З30 д ,017 г9.910 36,154 583 г1
United АгаЬ Emvates 128 05 12,800 1,280 1,544 11,5 г0 13, В97 318 .17
UmtedKmgeom г 26,OW 1031 2,600,000 2Ь0,000 31 з,б51 2,310,000 2,822, В56 26,г50 9.г8
United 3гагег Ы ,730 25b6 6,473,000 647,300 780,869 5,8 г5,700 7,D27,825 64,980 гг .%
Upper Vo1ta 100 .lN 10.000 1.000 1,206 9.000 10,857 350 12
ип,8 иау2 б11 .16 41,100 4,110 д,958 36,990 44,623 661 23
Ve пezuela 1,972 .7 В 197,2( Ю 19,120' 23,789 177,480 21/,107 2,2г2 79
YieнNam 543 г2 54,300 5, д3р 6550 48,870 5 В,954 797 .2В
У ет еп А гаЬ RериЫ Sс в5 03 8,500 В50 1,025 7,650 9,229 З )5 .12
У ет еп , Реор lег Dеты аис

RериЫп of 248 .10 гд ,В00 2,4 в0 г,992 22,720 26,926 498 .18
У иВо sl аи а 1.178 .47 11T,800 11.780 14.211 106.020 127.897 1.дг8 50
Zairez 9 Ь0 .38 96.000 9,600 11,581 86,100 101,228 1,210 43
Z ат Ьгаl д 533 .21 53,300 S, ЗЮ 6,430 47,970 57,869 783 .28
TOTAL 252.219 100.00 325. г21.900 52,522.190 в3.04 к.640 S г2,699,710 527.387.7 Ьз I82.%9 100.00

А т оипгг in these notes агеехргец ед in сиггепгUnited Stales dollars.
�The e9uivale пr оГ3203,000 has Ьееп received frOm members Оп асгоипгоГ increases i п wbscnptioпs which аге i п prос ess of готр lе0 оп Gabon 524,000, Рапат а554,000 апд
Zат Ьл 5125,000.

2 Атоип55 авеre еаипегЬее9и�уаiепгогsг4,472, ооогеге�уаыеапаог5 зг,1 зз,ооорвуаыеагаге5 шгогаехаiивиоп5 апатгаwаиопг, msoeм �seiy огтетееггипепг�ег, вгетгшдге
еясlиеед Ггот И е "AmounLS paid iп" гоlит П .

сгпеп� тмеееи�. акт ог51 з4, оооггот вагьааОг, 31 в0, аоогтт мапаапа3 гl, оооггот wesmrn samoa маьеьеепгггауеаопагсоипгОгтеигарпаi гитгг�р0опаоспд�пеаа-
т iц iОП г0 membeг5hip.
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INTERNATIONAL DEVELOPMENT ASSOCIATION

Statement of Subscriptions, Voting Power and Supplementary Resources
December 31, 1973
(expressed in United States dollars of the weight and fineness in effect on January 1, 1960-
in thousands)

Total
subscriptions

and
Supplementary supp, ementary

Subscriptions2 Voting power resources resources
Percent mber Percent

Memberl Amoimts3 of total of votes of total Amounts31 Amounts3,4

Australia $ 20,763 1.96 13,079 1.56 91,217 $ 111,980
Austria 5,238 .49 5,232 .62 29,322 34,560
Belgium 8,746 .82 9 597 1.14 68,954 77,700
Canada 39,682 3.74 32,464 3.86 264,848 304,530
Denmark 9,174 .86 8,922 1.06 61,666 70,840
Finland 3,952 .37 4,037 .48 18,496 22,448
France 55,035 5.18 38,284 4.5S 306,997 362,032
Germany, Federal Republic of 55,963 5.27 49,874 5.93 420,597 476,560
Iceland 103 .01 1,806 .21 447 550
Ireland 3,147 .30 3,825 .46 3,883 7,030
Italy 18,160 1.71 4,132 .49 78,360 96,520
Japan 35,356 3.33 30,541 3.63 249,964 285,320
Kuwait 3,493 .33 4,089 .49 19,427 22,920
Luxembourg 390 .04 2,010 .24 2,160 2,550
Netherlands 28,435 2.68 15,989 1.90 112,645 141,080
Norway 7,012 .66 6,739 .80 42,308 49,320
South Africa 10,091 .95 3,777 .45 9,989 20,080
Sweden 11,592 1.09 22,538 2.68 194,633 206,225
United Kingdom 134,650 12.68 71,857 8.54 559,650 694,300
United States 331,899 31.25 210,927 25.07 1,740,390 2,072,290

TOTAL Part I Members -- 782,881 7372 339 -719 - 4 16 4,2 75,954 $5,058,835

Afghanistan S 1,049 -10 2,437 -29 S - $ 1,049
Algeria 4,186 .39 4,510 .54 - 4,186
Argentina 19,562 1.84 14,661 1.74 - 19,562
Bangladesh 5,589 .53 5,444 .65 - 5,589
Bolivia 1,101 .10 2,473 .29 - 1,101
Botswana 166 .02 1,959 .22 - 166
Brazil 19,562 1.84 14,661 1.74 - 19,562
Burma 2,099 .20 3,138 .37 - 2,099
Burundi 790 .07 2,273 .27 - 790
Cameroon 1,010 .09 702 .08 - 1,010
Central African Republic 500 .05 600 .07 - 500
Chad 519 .05 2,093 .25 - 519
Chile 3,530 .33 1,206 .14 - 3,530
China 31,436 2.96 22,503 2.68 - 31,436
Colombia 3,667 .35 4,168 .50 - 3,667
Congo. People's Republic of 500 .05 600 .07 - 500
Costa Rica 208 .02 1,892 .23 - 208
Cyprus 760 .07 652 .08 - 760
Dahomey 500 -05 600 07 - 500
Dominican Republic 416 .04 2,022 .24 - 416
Ecuador 676 .06 2,200 .26 - 676
Egypt, Arab Republic of 5,277 .50 5,231 .62 - 5,277
El Salvador 300 .03 560 .07 - 300
Equatorial Guinea 332 .03 1,967 .23 - 332
Ethiopia 519 .05 2,093 .25 - 519
Fiji 581 .05 2,130 .25 - 581
Gabon 500 -05 600 .07 - 500
Gambia, The 277 .03 1,931 .23 - 277
Ghana 2,452 -23 3,372 .40 - 2,452
Greece 2,618 .25 3,480 41 - 2,618
Guatemala 416 .04 2,022 .24 - 416
Guinea 1,049 .10 2,437 .29 - 1,049
Guyana 842 .08 2,308 .27 - 842
Haiti 760 .07 652 .08 - 760
Honduras 311 -03 t,951 .23 - 3tl
India 41,919 3.95 29,426 3.50 - 41,919
Indonesia 11,531 1.09 9,360 1.11 - 11,531
Iran 4,717 .44 4,868 .58 - 4,717
Iraq 790 -07 2,273 .27 - 790
Israel 1,745 .16 2,904 .35 - 1,745
Ivory Coast 1,049 .10 2,437 .29 - 1,049
Jordan 300 .03 560 07 - 300
Kenya 1,745 .16 2,904 .35 - 1,745
Khmer Republic 1,060 -10 2,452 .29 - 1,060



Appendix D

Total
subscriptions

and
Supplementary supplementary

Subscriptions
2  

Voting power resources resources
Percent Number Percent

Memberl Amounts
3  

of total of votes of total Amounts
3  

Amounts
3

,4

Korea 1,309 .12 2,615 .31 - 1,309
Laos 519 .05 2,093 .25 - 519
Lebanon 450 .04 590 .07 - 450
Lesotho 166 .02 1,859 .22 - 166
Liberia 790 .07 2,273 .27 - 790
Libyan Arab Republic 1,049 .10 2,437 .29 - 1,049
Malagasy Republic 1,010 .09 702 .08 - 1,010
Malawi 790 .07 2,273 .27 - 790
Malaysia 2,618 .25 3,480 .41 - 2,618
Mali 904 .08 2,346 .28 - 904
Mauritania 519 .05 2,093 .25 - 519
Mauritius 894 .08 2,344 .28 - 894
Mexico 8,740 .82 2,248 .27 - 8,740
Morocco 3,667 .35 4,168 .50 - 3,667
Nepal 519 .05 2,093 .25 - 519
Nicaragua 311 .03 1,951 .23 - 311
Niger 500 .05 600 .07 - 500
Nigeria 3,491 .33 4,057 .48 - 3,491
Oman 311 .03 1,951 .23 - 311
Pakistan 10,482 .99 8,673 1.03 - 10,482
Panama 20 (5) 504 .06 - 20
Paraguay 311 .03 1,951 .23 - 311
Peru 1,770 17 854 .10 - 1,770
Philippines 5,236 .49 5,211 .62 - 5,236
Rwanda 760 .07 652 .08 - 760
Saudi Arabia 3,700 .35 1,240 .15 - 3,700
Senegal 1,680 .16 836 .10 - 1,680
Sierra Leone 760 .07 652 .08 - 760
Somalia 790 .07 2,273 .27 - 790
Spain 10,482 .99 8,673 1.03 2,108 12,590
Sri Lanka 3,148 .30 3,825 .46 - 3,148
Sudan 1,049 .10 2,437 .29 - 1,049
Swaziland 332 .03 1,968 .23 - 332
Syrian Arab Republic 987 .09 2,400 .29 - 987
Tanzania 1,745 .16 2,904 .35 - 1,745
Thailand 3,148 .30 3,825 .46 - 3,148
Togo 790 .07 2,273 .27 - 790
Trinidad and Tobago 1,350 .13 770 .09 - 1,350
Tunisia 1,569 .15 2,793 .33 - 1,569
Turkey 6,026 .57 5,733 .68 - 6,026
Uganda 1,745 .16 2,904 .35 - 1,745
Upper Volta 500 .05 600 .07 - 500
Viet-Nam 1,569 .15 2,793 .33 - 1,569
Yemen Arab Republic 446 .04 2,041 .24 - 446
Yemen, People's Democratic

Republic of 1,226 .12 2,561 .30 - 1,226
Yugoslavia 4,198 .39 4,525 .54 3,882 8,080
Zaire 3,138 .30 3,823 .45 - 3,138
Zambia 2,690 .25 1,038 .12 - 2,690

TOTAL Part II Members $ 279,120 26.28 301,517 35.84 $ 5,990 $ 285,110
GRANDTOTAL $1,062,001 100.00 841,236 100.00 $4,281,944 $5,343,945

IThe subscriptions of, and the supplementary resources provided by, Part I members are payable in freely convertible cur-
rencies and may be freely used or exchanged by the Association.

2Subscriptions include initial subscriptions of all members and additional subscriptions taken up by members under the
Third Replenishment of the resources of the Association3
Amounts are expressed in United States dollars of the weight and fineness in effect on January 1, 1960. For translation
purposes, one United States dollar as used in this Appendix is approximately equal to 1.20635 current United States
dollars.

4
Amounts aggregating the equivalent of $698,248,480 receivable from members are included, of which $641,947,962
equivalent was past due at December 31, 1973, and the balance $56,300,518 equivalent, was not yet due.

5Less than .005 percent.

General: S9,000 from Western Samoa have been received on account of its initial subscription pending admission to
membership
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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, U.S.A.

European Office: World Bank, 66, avenue d'I6na, 75116 Paris, France
London Office: World Bank, New Zealand House (15th Floor), Haymarket,

London, SEI Y4TE, England
Tokyo Office: World Bank, Kokusai Building, 1-1 Marunouchi 3-chome,

Chiyoda-ku, Tokyo 100, Japan
Eastern Africa: World Bank Regional Mission, Extelcoms House, Haile Selassie

Avenue, Nairobi, Kenya; 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

Floor), 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, Bogotd D.E., Colombia
Ethiopia: World Bank Resident Mission, I.B.T.E. New Telecommunications

Building (First Floor), Churchill Road, Addis Ababa, Ethiopia; mailing ad-
dress-IBRD Mission, P.O. Box 5515

Ghana: World Bank Resident Mission, clo Bank of Ghana, Head Office, High
Street (5th Floor), Accra, Ghana; mailing address-P.O. Box M 27

India: World Bank Resident Mission, 53 Lodi Estate, New Delhi 3, India; mailing
address- P.O. 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

Nigeria: World Bank Resident Mission, Raymond House, 97/105 Yakubu
Gowon Street, Lagos, Nigeria; mailing address-P.O. Box 127

Pakistan: World Bank Resident Mission, P.O. Box 1025, Islamabad, Pakistan
Sudan: World Bank Resident Mission, 28 Block 2H, Baladia Street, Khartoum,

Sudan; mailing address-P.O. Box 2211
Tanzania: World Bank Resident Mission, N.1.C. Building (7th floor), Dar es

Salaam, Tanzania; mailing address-P.O. Box 2054
Thailand: World Bank Regional Mission, Udom Vidhya Building, 956 Rama IV

Road, Sala Daengh, Bangkok 5, Thailand
Zaire: World Bank Resident Mission, P.O. Box 14816, Kinshasa, Republic of

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