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_C67_467753.htm At the same time that the International Monetary
Fund was created, the International Bank for Reconstruction and
Development (the World Bank) was also established. The function
of the Bank was to provide a mechanism for supplying for long
periods of time - 20 or 30 years -- the foreign exchange needed to
rebuild and develop economies. It was recognized that buying
equipment from abroad provides a short cut to development, but
that is impossible for a country without substantial exports to obtain
the currency needed to buy such equipment. By offering long-term
financing, the Bank was expected to accelerate the growth of
economies in this category. The World Bank obtains the money it
lends from three sources. When it was founded) members were
required to subscribe to its capitalization. Each was assigned a block
of stock in proportion to its Gross National Product. Ten percent of
the subscription was to be paid to the Bank in cash, and the
remainder was to be paid if the Bank needed it to cover its financial
problems. The second source is private lenders The 90 percent of
subscriptions served a guarantee for the Banks own borrowing and
enabled it to compete with the U. S. government, blue-chip private
corporations, and other high-quality debtors in borrowing from the
public. The money it obtained from borrowing was then lent to
needy nations, in this way the Bank pledged the honor and the
resources of all its members to repay loans to developing or war-torn



countries, If the borrower defaulted, the Bank would first use up the
money paid in by its member countries, then call on them to
contribute more. A third source of money has since emerged--the
"profits" from interest paid by borrowers from the Bank. By charging
Interest the money contributed initially by member countries, the
Bank has succeeded in roughly doubling these contributions. By
June 1976, the Bank had made over $42.9 billion in loans to 115
countries. Most of these loans have been for projects designed to
Improve the in structure and thereby encourage privately financed
Investments: primarily improvements in transportation,
communications, and energy. Since the late 1960s, the Bank has
expanded its activities to include housing, education, credit to
farmers, irrigation, and a variety of other projects with more direct
effects on individuals, particularly the very poor. [U O O O] 0O O
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