
  THE WORLD BANK GROUP ARCHIVES  

 PUBLIC DISCLOSURE AUTHORIZED 

 

Folder Title: General Research Advisory Panel Income Distribution and Employment 
(RAPIDE) - v.1 
 

Folder ID: 1546809 
  

Series: Records of the General Research Advisory Panel and the Special Research 
Advisory Panels 
 

Dates: 
 
Sub-Fonds:                         
 
 

1/1/1977 – 12/31/1978 
 
Records of the Office of the Vice President, Development Policy (VPD) and 
the Development Policy Staff 
 

  
Fonds: 
 
 

Records of the Office of the Chief Economist 
 

ISAD Reference Code: WB IBRD/IDA DEC-01-05 
 

Digitized:                               8/13/2019 
  

 

To cite materials from this archival folder, please follow the following format: 
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level 
Label as applicable], World Bank Group Archives, Washington, D.C., United States. 
 
The records in this folder were created or received by The World Bank in the course of its business.   

The records that were created by the staff of The World Bank are subject to the Bank’s copyright.    

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers.  

THE WORLD BANK 
Washington, D.C. 
 
© International Bank for Reconstruction and Development / International Development Association or  
The World Bank 
1818 H Street NW 
Washington DC 20433 
Telephone: 202-473-1000 
Internet: www.worldbank.org 
  

PUBLIC DISCLOSURE AUTHORIZED
 



tf .A. P. 

DECLASSIFIED 
WBG Archives 

I ~ ne 
t. 

(1, fl ) G 
-------.----11,,,11111 m1r1ITT 111111111111111 11111r 1111

1 ,., "'~'"·"' . .... 1546809 

ArchlVeS . 2 Box # 2052138 
RI 999-085 Othe '. # . and Employment . Panel Income Distribution General Research Advisory 

(RAPIDE) . v.1 

-BOX# ~ 

Hf3 LocAnoN H--;;:l...\(a- i:-:--o 9 



f;,: -~· 

Draft 
& Comments 



WORLD BANK/ INTERNATIONAL FINANCE CORPORATl?N 

OFFICE MEMORANDUrv1 
TO: 

(\~ 
Mr . Balassa 

DATE : May 2, 1978 

FROM: Michael Beenstock 

SUBJECT: RAPIDE Report : Final Version 

Following the comments in response t o my memo of March 14, 
1978 , I at tach Prof . Fishlow ' s final version of the report. 

Attachment 

cc: Messrs. Ahluwalia 
Chenery 
Choksi 
Dulay 
Karaosmanoglu 
King 
Leiserson 

.. . 



Yale University New Haven, Connecticut 06_520 

Mr. Michael Beenstock 
The World Bank 
1818 H Street, N.W. 
Washington, D. C. 20433 

Dear Michael: 

DEPARTMENT OF ECONOMICS 

37 Hillhome Avem,e 

Box 1972 Yale Station 
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licities. I did not use the totality of your contributions because as 
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the appendix . I trust you will forgive me. 

I recall as well that you were going to identify the research projects 
in Table 1 that originated in the Employment Division. It might also be a 
good idea to set the Table apart as a separate page in order not to 
interrupt the flow of the text. 

I want to thank you again for your cheerfulness during this long 
and somewhat tedious process. I hope there will be further occasions 
when our interaction can be more substantive and interesting . 

AF:g 

How did the Yale visit go? 

With best regards, 

Enclosure 

Sincerely yours, 

l_ 
Albert Fishlow 



RAPIDE REPORT 

Introduction 

The written work of the Bank in the fields of income distribution and 

employment is extensive. In t he last several years, as Bank objectives 

have become redefined, a large part of its activities have focused on these 

problems. Country reports, policy papers, and project evaluations all 

contain elements of research in these areas. In interpreting its mandate, 

the Panel has necessarily concentrated upon the activities of the Income 

Distribution Division of the Development Research Center and the Employment 

and Rural Development Division of the Economics Department. Time simply 

did not permit us to cast a much wider net. The research of these units are 

quite extensive by themselves and cover a diversity of topics that are 

representative of Bank priorities. Such a perspective has had the advantage 

of enabling us to consider in more detail a range of issues centering on 

the relationship of the formal research program with other Bank activities. 

One part of our task has consisted of critical evaluation of the 

research product. Three specialized appendices provide these detailed 

reactions. Here, it may be simpl y said in summary that our general 

impression of the quality of work is quite favorable. In an activity in 

which risk is high and disappointment s are always to be encountered, the 

Bank accomplishments - compared to other research organizations and 

academic institutions - by and large meet rigorous professional standards. 

Our principal caveat is the failure to afford sufficient priority to the 

collection and processing of basic data on a consistent and continuous 

basis. 

These evaluations have also helped to provide a basis for suggestions 
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and recommendations regarding future research priorities and procedures. 

We offer these fully aware of our limited perspective and partial knowledge. 

We believe they may nonetheless serve to stimulate the internal discussion 

that is merited. The Bank research program is an important component of 

its activities, and can make significant contributions to its operations. 

This is especially true of research on such central topics as income 

distribution and employment . The Bank's lending operations require 

systematic knowledge of how particular kinds of projects can generate jobs 

and l essen inequality. The Bank's consultations with foreign governments 

require a comprehension of the underlying economic processes at work and 
I 

their responsiveness to different kinds of policies. The Bank's leadership 

role within the development community provides an opportunity to speak on 

these issues both with authority and influence; it also imposes the need to 

understand the distribution and employment problems in depth. 

The body of this report is organized around a series of recommendations 

for future research priorities and for procedural changes to facilitate 

them. There are seven parts. The first considers the emphasis appropriate 

for Bank research. Our suggestions derive from our perusal of the research 

results thus far obtained in the study of income distribution and employment, 

but also have a relevance for other subject areas. The next three sections 

illustrate specifically how such a reorientation of research objectives 

helps to define a promising agenda for the collection and analysis of data, 

and for the study of income distribution and employment. The final three 

sections relate our recommendations for changes in the research process to 

improve the articulation of the research program with other parts of the 

Bank, to make more effective the dissemination of results, and to make more 

efficient the selection and evaluation 1of research projects. 
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I. Research Objectives 

Research within the Bank as a formal activity is of relatively recent 

vintage and still modest proportions . External spending for the last few 

years has been at an almost constant $2.5 million (in constant FY '77 dollars), 

and has declined as a percentage of total current expenditure . Allocating 

staff time committed to research projects and adding other outlays increases 

the absolute level to only about 3 percent of expenditure, and does not 

alter the trend. Income distribution and employment have together commanded 

about a fourth of that budget between 1974 and 1976. In the last fiscal 

year, as the initial research program has been progressively completed , its 

share fell to less than 10 percent . 

The objectives of the Bank research program have from the beginning 

been ambitious. As identified at its initiation, and r e iterated 

subsequently, the goals have been far ranging: 

(1) To support all aspects of Bank operations, including 

the assessment of development programs in member countries; 

(2) To broaden our understanding of the development 

process; 

(3) To improve the Bank's capacity to give policy advice 

to its members; 

(4) To assist in developing indigenous research capacity 

in member countries . 

The intended audience for research results has been correspondingly 

diverse: the policy and operating staff of the Bank; policy makers in 

developing countries; and the international research community. 

The choice of such a broad perspective for Bank research has been 
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conscious. "It has sometimes been suggested that we should concentrate 

more on the Bank staff as the major concerns of our research output. 

However, since research that is valuable for internal use in the Bank will 

almost by definition be of value to others concerned with development 

problems, we have concluded that most research projects must be addressed 

to al 1 three groups.'' 

This approach has been characterized by extensive use in the research 

program of outside consultants and a willingness to undertake longer-term, 

more basic analyses of the development process. It has meant accumulation 

of a technically highly qualified staff. It has lead to an increasing 

volume of publication in externally referred professional journals. It 

has, moreover, successfully established an academic integrity for the 

Bankls research program, an accomplishment of some proportions: Bank 

research does not hew to a single line or insist upon a single point of 

view. 

But such a broad mandate has also produced an independence from 

operational concerns that is worrying. Table 1 provides a classification 

of research projects in the fields of income distribution and employment 

by their inspiration. Category I encompasses projects which have been 

instigated outside the DPS. This research can be said to service a felt 

need emanating elsewhere in the Bank. 

Category II contains projects originating in the DPS, but characterized 

by significant discussion and collaboration with regions and relevant 

operating departments of the Bank. Category III includes research initiated 

and pursued by the DPS more independently. 

It is clear from the Table that the majority of projects - and even 

more so the expenditure - fall in Category III. Relatively more but 
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still a minority - of the employment studies are in Categories I and II 

than was true for income distribution . This in part reflects the 

Employment Division 's greater operational responsibilities, but al so in 

part the Income Distribution Division's more complete and comprehensive 

research design that it early on justified and progressively i mplemented. 

Autonomy in the initial design and execution of Bank research makes 

more difficult its subsequent articulation with other parts of the Bank. 

That is a problem to which we advert subsequently, and one to which the 

r esearchers are not the only contributors . It also t ends to encourage 

original and theoretical r esear ch that may be more responsive to conceptual 

needs of the profession than policy requirement s of the Bank. 

The comparative advantage - and for the most part, needs - of Bank 

research reside in the following : 

(1) Establishment and analysis of a basic Data base 

The Bank needs to know, on a consistent basis, 

what has and is happening with regard to underlying 

development processes in order to conduct its 

affairs. Its frequent missions, country offices , 

and position i n the United Nations structure in 

turn afford significant opportunities . 

(2) Project-related inquiry 

Bank l ending operations pose specific economic 

questions with regard to effectiveness of 

alternative design that ca ll for focused and 

relatively shorter - t erm research in order to be 

answered . 
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(3) Policy-related inquiry 

Bank consultation with individual countries 

centers around policy packages of one or another 

kind. The Bank and country positions are 

influenced by what is known about the effectiveness 

of such policies in different contexts. Academic 

research devotes limited resources to assessing 

what has happened in particular countries and why. 

(4) Development strategy 

The Bank's role in the development community 

and its unique comparative, international 

perspective - requires it to take a position on 

questions of larger magnitude: the workability 

of trickle-down vs. Basic Needs, for example. 

6 

It is our sense that the research program in income distribution and 

employment, while of high quality, has not focused narrowly enough upon 

these requirements and opportunities. 

Such is the case with the creation of a data base. The research 

reveals a deep-seated ambiguity in the Bank attitude toward the importance 

of data. At one level there is strong commitment to empirical analyses as 

a means of discriminating among alternative interpretations and views. At 

another level, however, there is acceptance of information from other, and 

sometimes non-primary, sources with only minimal attention to reliability, 

comparability and continuity. The Bank compiles, issues and consumes an 

impressive volume of statistics; at the same time, it seems to refuse to 

take serious responsibility - intellectual and financial - for their 

accuracy. Specific research designed to improve the quantitative record 
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relating to income distribution and empl oyment illustrates this ambiguity 

perhaps more than other subject matter. 

In similar fashion, project-related inquiry has relatively little 

weight in the present scheme of formal research. In part its modest role 

reflects an intentional division of labor within the Bank, reserving to the 

DPS more fundamental inquiry, and allocating to the CPS more operational 

studies. In part, its limited importance is also a requirement imposed by 

the level of resources available to the DPS; the research budget is a 

modest one. Yet the potential significance of such research within the 

Bank context requires that more conscious priority be given to it by the 

professional research staff. Two aspects should be stressed. One is the 

design of research to exploit the quasi-experimental access to information 

operating projects afford. The other is direct assistance to operational 

staff in coping with project design. 

Commitment of large, additional resources need not be involved for 

the latter, The DPS could offer to the operating departments on a regular 

basis an initial diagnosis better to define the practical problem, and 

recommend outside consultants qualified to pursue it in direct collaboration 

with the operating divisions. Budget for such consulting is already 

available; part might be internally allocated to the DPS to recompense their 

contribution. Recurrent problems that had a more general character could 

in turn serve to stimulate a genuine medium-term research effort within the 

Bank. Its objective would be to devise an appropriate approach and set of 

tools that Bank staff could regul arly apply in their preparation and 

evaluation of projects. 

Policy relat ed inquiry has an equal, and perhaps more import ant claim 

upon the research budget. Just as project-related advice and research 
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provides a direct link to the operating departments, a policy related 

emphasis responds to felt regional and management needs. The formal 

separation of the preparation of Bank policy papers from the research 

process has had the unintended effect of diminishing the incentive for 

design of research projects whose final contribution might be a policy 

paper. Rather, research has come to be defined as long-term to the 

exclusion of more focused and medium length efforts. The process of project 

submission and review also virtually guarantees that even interim results 

will be a long time in coming. It does not encourage adaptation and 

application of existing conceptual research; the researcher ' s own biases, 

particul arly if there is interest in a subsequent non-Bank career, are 

thereby reinforced. 

Yet such policy-related inquiry is of the essence for the Bank. It 

can provide a firm basis for its hortatory influence upon domestic policy 

within developing countries. It can influence perceptions of which 

individual country lending programs should be supported to a greater or 

lesser degree. It can translate the specific projects undertaken by the 

Bank into a larger and coherent influence upon economic policy and 

resource allocation within particular countries. 

A rich experiential basis for such inquiry exists . Particularly in 

the areas of income distribution and employment, it is difficult to 

imagine policy instruments that have not already been used in one place 

or another, at one or another time. Such research also especially lends 

itself - as does a more serious data collection effort - to greater 

collaboration and institution building within the developing countries 

themselves . Advice that has its roots firmly grounded in local inquiry 

and analysis is more likely to be taken seriously. 
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This point merits further discussion. It is fair to say that among 

the diverse goals the research program has set for itself, an impetus to 

indigenous research capacity in developing countries has been most honored 

in the breach. This has not happened entirely for lack of trying. Two of 

the principal, data-oriented income distribution projects have been 

contracted to regional agencies, for example. Still the focus of research 

attention upon a few developing countries - Colombia, Korea, Malaysia 

among others - stands out . They are selected not on a scientific or 

systematic basis, but largely because such research capacity is already 

present, and cooperation is easier to obtain. 

Institution-building is costly, especially in human resources, and 

cannot be effectively pursued as a by-product of other goals as at present. 

Consultancies will have a natural tendency to be concentrated in the 

industrial countries, and even in the United States, because the necessary 

supervision and desirable interaction with the Bank staff are easier to 

assure . Solicited and unsolicited suggestions for projects will come forth 

from a circle restricted by the asymmetry of information about Bank research 

interests and procedures. Particular country targets therefore must be 

identified as such; the specification of the research projects themselves 

must come subsequently. They will depend upon the indigenous research 

capacity and professional interests initially present, and that can be 

mobi lized, No less than the projects themselves, the means of developing 

indigenous capacity requires careful planning and continuing monitoring. 

Closer collaboration admittedly presents compl icated problems of 

freedom of academic inquiry and publication. Governments and academic 

r esearch institutions overlap to a considerable degree in developing 

countries. Inquiries involving income distribution and employment are 
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sensitive and political matters - involving not merely different socio

economic groups, but frequently also racial and regional divisions. The 

Bank has an obligation to press for dissemination of research results as a 

condition for participation, just as it has an obligation to insist upon 

objective and professional standards of inquiry. Some countries may refuse 

to collaborate on such terms; others will be eager for assistance and 

recognize the advantage of research rather than advocacy. 

Despite the additional costs , financial and other, we believe the goal 

of supporting research in developing countries deserves greater attention 

and planning. If one ultimate objective of the research program is to 

influence developing country policy makers, it is difficult to imagine its 

realization absent a more sustained set of initiatives to encourage research 

in the countries themselves. A more explicit policy focus to research -

and one less emphatic upon conceptual originality - can readily assist. 

Those problems are more compatible with the skills and interests of the 

developing countries. 

Beyond the direct institution building benefits of greater research 

interaction, we detect and emphasize another. Research collaboration with 

developing countries is a two~way relationship. There are diverse ideologies 

of development being pursued today in a variety of countries. The 

implications of these different models for income distribution and employment 

is at the heart of the matter. Continuing Bank intellectual contact with 

developing countries, rather than a relationship through the exclusive 

medium of missions and project teams, could mean a research program that 

better responded to the non-orthodox, mixed economic systems that are the 

rule in much of the world. It could also expose a facet of the Bank of 

which many developing country academics and students are unaware. 
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This lengthy digression is a measure of the importance we attach to 

the desirability of a sustained effort to realize the Bank ' s potential 

contribution to developing countries. It is a means of going beyond the 

research itself. 

In similar fashion, adapting the research output to make it relevant 

for the larger questions of development strategy is less a separate category 

or style of investigation than an integrating principle . Increasingly, the 

Bank is called upon to take positions about how development should be 

pursued, internationally and by its member countries. The Bank has spoken 

out forcefully to call attention to the widening inequality and inadequate 

employment opportunities associated with sheer income growth . The Bank 

will undoubtedly be called upon to do so again, if only to give greater 

substance and structure to the evolving consensus in favor of development 

assistance oriented toward satisfying basic human needs. These statements 

should emanate from a cumulative and technically informed view of both 

underlying development processes and responsiveness to policy interventions. 

They therefore require a synthetic view of Bank and outside research. It 

might well be useful to have the relevant research divisions prepare at 

regular intervals a user's rather than a producer's review of the literature 

on the larger issues. While the Bank has indulged and financed many good 

and useful reviews on employment and income distribution, they have been 

largely directed to a professional audience. What we have in mind is a 

review that goes beyond to draw implications for Bank policy and development 

strategy. Such reviews should anticipate management needs and help set an 

agenda for more specific policy papers. Such reviews in turn could help to 

define new Bank research projects to test the validity of the conclusions 

and to question the conventional wisdom. 
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Our suggestions do not involve a radical reorientation of the 

priorities of the present research program. Some have been the ones the 

Bank itself seems to be moving toward . Taken together, and implemented 

coherently, the recommendations may provide a useful basis for focusing 

more precisely where the Bank ought to be going. The next three sections 

provide more concrete directions. 

II . Data Collection, Processing and Analysis 

We recommend a greater initiative and expenditure by the Bank to 

assure collection and dissemination of reliable, consistent and continuous 

information on income distribution and employment. 

The Bank has played a prominent role in publicizing and using extant 

information on the size distribution of income in a large number of 

developing countries. It has also sponsored two large regional projects 

one in Latin America, the other in Asia - to exploit survey data already 

available but not uniformly organized. These efforts fall short of what 

is desirable and necessary because the primary concern has not been upon 

the data themselves, and because the projects are not part of a continuing 

effort over time to monitor changes as development proceeds. 

We understand the reluctance of the Bank to accept prime responsibility 

for such an undertaking. It is neither cheap in resource cost nor easy to 

execute. Yet we emphasize its importance if the Bank is to make well

informed and reasonably based judgments concerning the most fundamental 

income distribution and employment issues. At the present time, it is 

frequently difficult to say whether conditions have improved or deteriorated 

in a given country, let alone precisely how. Accumulation of instantaneous 

data in a number of countries is not a solution. Cross-section studies are 
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not an adequate basis for formulating "development laws," or even more 

modest projections of the positive and negative forces operating on the 

income distribution in specific countries. 

13 

What holds for income distribution holds with equal force for employment 

statistics. The Bank currently relies extensively upon information obtained 

directly from member countries through missions, and upon statist ics of the 

ILO. How such data compare with those of previous missions is often not a 

matter of concern. Neither is the quality and selection of price deflators 

that have a central importance in the determination of whether real wages 

have increased or declined. The dominant practice seems to be, when the 

issues are addressed, to use as much and as diverse information as possible 

and to hope for modal consistency. 

Such a casual view - perhaps understandable in the immediate pressure 

of producing a country report or a policy paper - is inconsistent with 

longer term requirements. As an institution, the Bank can afford an 

investment whose social yield is extremely high but farther off in the 

future; no individual or academic institution can have that luxury. There 

is a large pay-off to the Bank in reducing the present duplicative and 

inaccurate procedures . It would be nice if others, like the statistical 

office of the United Nations or the ILO undertake the required effort. 

The intellectual requirements, particularly at the start of such an 

undertaking, militate against Bank delegation of the responsibility. 

Country statistical offices cannot be expected - even with technical 

assistance - to perform the required tasks alone . 

We therefore see considerable merit in a decisive Bank contribution 

to the design and execution of the 1980 Census that all countries will be 

undertaking in the very near term . Bank participation need not be universal . 
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The choice of a reasonable panel of countries, based not upon the ease of 

data collection but their representativeness , is a feasible means for 

establishing benchmark measures of the distribution of income. 

The concepts utilized in such a project should include the size 

distribution, organized not merely around individuals but also households. 

But there should also be attention to relevant socio-economic groupings -

urban service workers, rural landless landlaborers, etc., cross-classified 

by other characteristics. To the extent that individual incomes at any 

point are influenced by a series of random efforts that alter individual 

positions without affecting their long-tenn, permanent stream of income, 

the size distribution may be a misleading indicator . It will also fail to 

draw attention to the full implications of structural change and mobility 

as groups change in size and composition. 

Such information on socio-economic groups is a more direct link with 

the production process than are data in the size distribution. This makes 

them easier to obtain, accurately, and on a continuing basis over time. 

It also facilitates the construction of economic models that more naturally 

relate to these groups than the individuals and households that serve as 

the basis of the size distribution. We therefore encourage and endorse the 

on-going work at the Bank to estimate such social accounting systems. What 

is required is a much l arger and more systematic approach toward collection, 

organization, and testing of the data than has been characteristic in the 

past. 

In parallel fashion the Bank must concern itself with developing 

reliable series on unemployment, wages, skill differentials, price deflators, 

etc., not for single years, but over time. Whether in cooperation with the 

ILO or not, the Bank cannot afford to wait for others to take the initiative. 
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Research at the Bank too frequently is conceived as testing hypotheses 

and using data. It is time to elevate the production of the data to 

equivalent status because of the present parlous state of the field. A 

conscious and continuing effort by the Bank would have large pay-off for 

the total research done i n the subjects of income distribution and employment, 

in the Bank and out. 

III. Income Distribution Priorities 

We have identified three priorities for future income distribution 

research. They are compatible with the evolving interests of the Division, 

and build upon its previous analyses . 

In the first instance, we see an opportunity and a need to utilize 

the data relating to the levels and changes of income of socio-economic 

groups . Empirical studies of the behavioral characteristics of these groups 

should be a fruitful area for investigation. Some of these characteristics 

are traditional-like consumption demands; others have been less explored 

like the substitution among different classes of workers in production; 

and still others have been largely put to the side - mobility among groups 

and regions . 

These characteristics, among others, are the essential building 

blocks for models of the distribution process . Understanding the factors 

that influence behavioral response is a prelude to meaningful abstraction 

into more formal structures that link these responses. To some degree the 

process has been reversed in some earlier Bank research . The premature 

construction of large-scale models that are uncomfortably rooted in 

behavioral relationships has been a factor in making that effort less 

productive than it might have been. There is still much to learn about 
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the demand for labor by small sector industry, services, and peasant 

agriculture that constrain efforts to ameliorate the income distribution. 

The appeal of modern goods and their influence upon style of development 

and dis tribution patterns in rura l areas is likewise not a topic that has 

been exhausted . 

Such empirical investigations are required for a wider range of 

countries, and not mere l y as a means for determining the best parameter 

estimate for one or another model. The hypotheses are of interest for 

themselves . They tell us how groups are likely to respond to changes in 

income, prices , wages, etc. They tell us whether income change alone is 

sufficient to satisfy basic consumption r equir ements. 

Of special importance is closer attention to changing composition of 

socio- economic groups over time. Equal measures of static inequality give 

rise to far different implications in societies of high and low mobility. 

Temporary circumstances of individual poverty can be compensat ed by 

transfer, private and governmental. Permanent conditions of deprivation 

are another matter. Much of the debate about a basic needs s trategy 

implicitly assumes that provision of such goods and services wi l l enhance 

mobility. This assumption can be converted to testable hypotheses . 

Socio-economic mobility is not an easy matter to pursue. Longitudinal 

data are not abundant in developing countries, particularly for the rural 

and informal sectors . What we have is limited to a few surveys . There is 

more that can be done in the formal urban sector, however. Most countries 

now have social security schemes and hence data on individuals over time. 

The importance of the mobility issue commends a major effort to define a 

research project on the subject. 

A second thrust for Bank r esearch ought to be empirical analysis of 
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the impacts of particular policy interventions . What makes income 

distribution policies more difficult to implement than most is that the 

initial consequences get diluted by subsequent market interactions: a 

rise in minimum wages may limit employment opportunities and contribute 

to price increases , for example; public basic services may be traded or 

underutilized. There is therefore a need to systematically pursue these 

and other policies in a comparative framework to trace their ultimate 

impact . 

Such partial analysis frequently runs aground because the second-order 

effects should ideally be studied in a general equilibrium context . Yet 

there are many cases where one can stop short of looking at the whole 

economy to understand what has happened . It is that difficul t, but creative 

intermediate research that we wish to encourage. 

The policy interventions that could be studied are diverse. They 

range from provision of social services, food programs, monetary 

stabilization programs, minimum wage legislation, diverse Bank lending 

priorities, to the consequences of the more complete integration into 

world trade and capital markets of recent years . Such research has 

obvious and direct ties to Bank policy, both in its own design of projects 

as well as in its recommendations for member country domestic policies . 

Such research must be comparative and benefits the unique circumstances of 

Bank access to information in a variety of countries . Not least, such 

research is of direct interest to the developing countries themselves . 

Such issue focused analysis runs the danger of missing the cumulative 

impact of a series of interventions that add up to an over-all strategy. 

Its natural complement, therfore, is a series of comparative case studies 

organized around country units. That is the third proposal. The countries 
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should be carefully chosen, for representativeness. Close collaboration 

with local researchers should be established, and a start on collection of 

basic data established. 

The usefulness of such country studies for policy purposes should 

perhaps be underscored. The now changed perception of developing country 

opportunities to benefit international trade has been influenced by exactly 

such comparative national studies, one pioneer effort undertaken by the 

Bank itself. That had the advantage of a natural measure, effective 

production, around which the studies could be grouped. What must be sought 

are similar organizing principles to prevent mere catalogues of policy 

measures and unstructured speculation . 

These specific research priorities give substance to our earlier 

recommendations regarding desirable emphases for the Bank program as a 

whole . They are not projects as they stand; they require more precise 

formulation. It is our sense they will repay the effort to do so. 

IV. Employment Research 

Our recommendations for priorities in employment research are, not 

surprisingly, closely related to those for income distribution. They also 

generally conform to those of the Division. They may be grouped again 

under three categories . 

First there is a need to know how labor markets work in developing 

countries : the institutional parameters that constrain market forces, the 

relationship of enterprise characteristics to labor demand, and the 

determinants of labor supply . These factors together result in a set of 

differential wages and levels of employment in different occupations and 

sector that vary among countries . These differences are what are of interest . 
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Of greater absorption of labor is an objective of policy, a starting 

point must be understanding how labor markets have thus far performed on 

their own. 

Such markets exist in urban areas for the formal and informal sector, 

and in rural areas for agricultural and non-agricultural activities. They 

are very different. Except for the most rudimentary (and sometimes 

incorrect) distinctions - like characterizing the informal sector as the 

market which wages clear - these differences have not been much studied. 

Instead assumptions have been made to facilitate construction of simple 

employment models . 

There is scope here for studies that disaggregate the so-called 

informal sector in order to determine which activities expand with higher 

income, and the sensitivity of employment opportunities to wages paid. 

The characteristics of the internal labor market - the recruitment, 

training and promotion within firms - a l so call out for study, particularly 

in the middle income countries, 

Our second category is a logical counterpart to the focus on 

employment opportunities . That is more careful and consistent measurement 

of unemployment and the systematic study of those who are and remain 

unemployed. In many countries it is almost a matter of sheer guess-work 

to assess the degree of unemployment and underemployment . Inconsistent 

definitions over time and among countries inhibit meaningful comparisons. 

The composition of these groups are not known with great precision . Nor 

is there much information about how they are financed when they are not 

working. 

Policies to promote employment are, as a practical matter, policies 

to create jobs for many who are currently without work or underemployed . 
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Their effectiveness necessarily depends upon better knowledge about who 

such persons are . Policies to reduce the high costs of unemployment to 

those without earnings depend upon similar information. We are not 

advocating mere compilation of statistics . In most countries policies of 

both kinds to deal with unemployment have been tried. It is important to 

find out what has been successful . 

The third line of research activity to be encouraged is more specifically 

project-oriented. High in priority here are studies that trace through the 

indirect employment effects of different types of projects. For example, 

does lending that establishes a low capital input per job ultimately mean 

more jobs? Under what conditions will such a proposition fail to hold in 

rural, and in urban, settings? This research benefits from the data 

generated by the projects themselves. 

A second component of project-oriented research should be technology 

focused. Such Bank work already has been undertaken in civil construction 

in the design of techniques that are more suitable for labor abundant 

economies. One should go beyond describing outcomes to research designs 

that are more comprehensive . The small scale industry research being 

undertaken should be tied to the projects actually implemented . 

Project-oriented research has not always fared well because it has 

sometimes not been regarded as sufficiently conceptual, and rather too much 

a practical matter . It is a mistaken view. In the first place, 

understanding practice is not a mere matter of description. An economics, 

as well as an engineering perspective, is required to be sure that relevant 

interactions are not missed. In the second instance, the experimental 

opportunities afforded by project-related research involve considerable 

conceptual talents. 
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Research on employment in the Bank is complicated by the designation 

of the ILO as the primary U.N. institution in this area. This creates 

overlaps of responsibility, particularly as regards data, and imposes delays. 

The Employment Division also has had a far-ranging set of responsibilities 

that have made it difficult to concentrate upon a related series of 

research projects. The priorities we have suggested may help to focus 

· interactions with the ILO, as well as to bring together the efforts of what 

is after all a very small number of Bank staff . 

V. Articulation 

Research at the Bank has among its prime objectives an influence upon 

Bank operations. Indeed, many would regard it as the principal goal. For 

that very reason, the relationship of research to operations has not been 

an easy one within the Bank. Operational expectations of a proximate 

feedback are inevitably frustrated by the larger perspective of research, 

the fntermediate rather than final character of much of the output, and the 

generic inability to meet close deadlines. The small size of the research 

staff relative to operational capacity means a limited in- house capacity to 

take on specific problems for solution. It also means an inability to 

perform the research directly. The role of consultants is therefore large; 

in the early phases of the research on income distribution, it was unusually 

so. These consultants are not on the scene to explain and motivate their 

research, or to mold it better to the interests of others. They interact to 

a limited degree with Bank staff outside of a restricted research circle . 

There has been a conscious decision, moreover , to protect research 

against the all consuming demands of immediate problems . The Income 

Distribution Division, for exampl e, was sheltered from operations by its 
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creation in the DRC to facilitate its getting on with the rather considerable 

task of initiating research. This has been tantamount to the creation of a 

small research center within a larger institute for development economics. 

One of the consequences has been a lively and congenial atmosphere in which 

to work involving more personal interaction than seems typical of the 

Bank as a whole, and an independence that is an important element in creative 

scholarship . 

Elsewhere in the Bank, however, such an arrangement is looked upon with 

a somewhat jaundiced eye . It is interpreted as freedom to pursue more 

esoteric interests. This lack of shared values reflects itself in the style 

and extent of intellectual interaction. Despite an institutional structure 

governing research that has sought to be supportive of contact, and a 

variety of requirements regulating consultation, there is not much effective 

collaboration - as the earlier discussion revealed. We have found 

expressions of disappointment regarding the usefulness and relevance of the 

research , and little enthusiasm: laissez-fair seems to be the modal view. 

Conversely, among the researchers there is also some dissatisfaction 

with inadequate attention to, and appreciation of, their own efforts. 

Users in the rest of the Bank are not entirely innocent victims . As far as 

we can tell, it is not standard practice for those with regional and 

operating responsibilities to examine research reports with care, still 

less to return comments, even when the focus is one's country, or functional 

specialization . The typical reason is lack of time. It is not wholly 

acceptable or convincing; it is just another way of saying that such 

interaction has low priority. On the user side, such neglect is symptomatic 

of the larger pressure to get on with projects, or the required country 

reports, memoranda, etc. Relevant research in this sense is viewed not 
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merely as nonproductive, but potentially anti-productive. If particular 

views must be re-thought and old patterns altered, the same pace of project 

formulation cannot be maintained. In some instances , it has even been 

suggested that irrelevance is therefore preferred to more applicable analysis. 

That undoubtedly is a caricature. Still, the reward and incentive 

system does not seem to encourage individual initiative and novelty . Indeed, 

in the case of one country desk of above average performance, i t was 

standard practice not to retain any of the earlier research reports in the 

files. Each country economist was presumed to start from scratch, without 

knowledge of on-going work relating to the country . 

Nor has there been an impressive impact at the management level. 

Research reports have not regularly and systematically fed into the policy 

papers that regul arly form their basic agenda. Rather it seems to be more 

typical for other, and sometimes parallel, investigations to inform the 

management on such income distribution and employment questions like urban 

poverty, basic needs, etc. To be sure , the research staff has sometimes 

made significant contributions to such considerations by attaching 

memorandum growing out of their own perceptions . But these interventions 

would be more effective if they were regular and an outgrowth of the formal 

research. 

The lack of articulation between research and operations is therefore 

not a simple problem. It can be somewhat ameliorated by creating larger 

and more varied working groups from different parts of the Bank, and by 

improving dissemination . Resolution of the problem goes deeper . It goes 

to the heart of how operations proceed and policy decisions are taken. It 

is influenced by the perceptions of potential users that the knowledge 

generated is not a useful adjunct to their performance . 
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One can perhaps make a useful start by focusing on the preparation of 

policy papers as the culmination of the research process, rather than as 

its initiation. There will be obvious exceptions - as when the research 

is explicitly methodological. Designing such an end point as the product 

of a defined bloc of projects might make a considerable difference. 
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VL Dissemination o f Results 

Communication of findings i s a central part of the r esearch process . 

As the research program has proposed , the Bank has broadened its audie nce 

in recent years. Publication of articles in professional journals by Bank 

staff has been encouraged; books regularly appear with Bank sponsorship; 

working papers in their preliminary form are sent to a series of recipients 

(outside the United States) , in developed and developing countries both. 

The increased external dissemination of Bank research results is both a 

significant accomplishment of the research program , as well as a measure 

of its high quality. 

Despite this success , and indeed partly because of it , we r ecommend 

a new departure . That is the publication of a new Bank Staff Papers 

analagous to those of the Fund . We believe s uch an outle t is a necessary 

and powerful incentive to guide research a l ong more policy appl ied lines 

as we have earlier recommended . So long as research staff must aim for 

academic journals as a primary outlet for their published efforts , their 

r esearch will almost inevitably be academically s lanted . Publication is 

essential for research s taff to retain their professional identification 

and mobility. It is important to have a vehicle that remains of high 

caliber but whose principal focus is development practioners concerned 

with probl ems more than concepts . 

We perceive a second advantage. Su ch Bank St aff Papers would be a 

medium that is not exclusive to research personnel alone . Other Bank staff 

could and should contribute as well . Such an opportunity will have a 

subtle but powerful influence upon the articul ation problem discussed above. 

Novelty and originality will be given expl icit reward and encouraged. More 
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abstract research results adapted to particular applications will have an 

intellectually respected outlet . Differentiation between economists working 

elsewhere in the Bank and those specifically engaged in research would 

narrow . 

The arguments against such an innovation seem to be two-fold . One 

is cost. This does not seem binding . The I . M. F . Staff papers, published 

three times a year , have a net cost of $100,000 annually, after full 

allowance for personnel time all ocated to editorial effort. That would 

represent only 5% of the present Bank external research budget , and less 

than 2% of total expenditures for research. This must be regarded a modest 

expense to reach on a regular basis some 3000 subscribers , and many more 

readers through access in libraries. 

The second argument is that such a Bank publication is premature at 

best. Some feel that the quality of Bank research , especially as broadly 

defined , can not guarantee the regular flow of results required. Reliance 

on outside refereeing , as at present , assures automatic enforcement of 

standards; internal decisions , coupled with the pressure to produce con

tinuing issues . Such an assessment cannot be taken lightly , particularly 

when journal publication has been subject to exponential proliferation. 

We do not concur, however . It is precisely such a narrow criterion of 

research, and the corresponding academic measure of quality, that the 

Staff papers are designed to remedy . Something intermediate between 

Finance and Development and decentralized publication of Bank research 

results seems an appropriate and powerful medium for encouraging a dis

tinctive style and focus to the research program . 

The issue can presumably be settled at little cost by establishing 
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a proto-editorial committee within the Bank to select from among the current 

annual flow of working papers , country reports, policy papers, etc. , 

representative issues. These can then be evaluated . Such a test excludes 

the beneficial incentive effects that the new publication should have . 

This modest effort seems well worth undertaking. The potential impact upon 

the research program and upon the professional activities of the Bank as 

a whole goes beyond an enlarged audience . 

With or without a new journal, external dissemination of Bank working 

papers , some which will perhaps not be published at all , can be extended . 

At present University centers in the United States are excluded. There 

seems no good reason why. The number of institutions abroad receiving the 

papers 6n a regular basis might a l so perhaps be increased , or at least 

greater publicity as to their availability. The intended effects on 

developing country research and research institutes do not seem to have 

occurred ; there does not seem to be great and regular reference to parallel 

Bank research in the work done abroad. 

One additional limitation of present communication with developing 

countries should also be pointed out . Infrequently is there any post

research contact with countries that have been studied . As a rule, research 

results relating to a specific country, or group of them, ought to be 

formally presented there . This , too, even without direct collaboration, is 

a means for influencing developing country policy as well as research 

priorities and methods . Country reports presently are the occasion for 

careful consultation; the same should apply to research . The Bank research 

effort will remain small relative to the capacity for local investigation 

in all its member countries . Its activities therefore must have a catalytic 
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component , one that is not being fully exploited. 

A ready extension of this principle further suggests the usefulness 

of sponsoring Bank seminars abroad more widely. This has already been 

done on occasion . New techniques and research results could be presented 

in an effort to stimulate local projects . In some cases regional meetings 

might be held; in others , individual countries might be more appropriate. 

Such a broader program could counteract to some extent the concentration 

of research upon a limited number of countries . Thereby it contributes 

both to the institution building objectives of the research program, as 

well as exposes Bank researchers to a greater diversi t y of developing 

countr y views and experience . 

The second aspect of dissemination is internal to the Bank. The 

present system relies primarily on written rather than verbal transmission . 

Seminars in regional departments or operating divisions are infrequent. 

There is evidence that current practice is not entirely adequate. Two 

mechanisms suggest themselves. 

The first is preparation of a new series of reports in a special 

format for non-DPS staff , in addition to the working papers themselves. 

These could take the form of a relatively short -- but more than an abstract 

statement of the research results within a broader context . It would 

largely spare technique in favor of drawing out the implications for country 

application and policy explicitly. These statements would be widely dis

tributed, reserving for a narrower audience the original research publications 

themselves that would be available on request. 

A record initiative would be an expanded system of Bank seminars . It 

could be standard procedure that every project -- as it is being elaborated 
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and even prior to submission for research conunittee approval -- be the 

occasion of a special seminar in the relevant region or operating department. 

Seminars that are presently scheduled during the research project cycle are 

largely directed to Bank researchers themselves . What is proposed is an 

out- reach to potential users . At the conclusion of every project , a 

similar presentation geared to consumers could discuss the results and 

motivate their possible application and extension . 

Care and attention to internal communication can ameliorate , if not 

resolve , the problems of articulation . It can expose end-users more 

satisfactorily to what researchers are doing. It can also increase the 

gratifications to researchers by providing them a Bank audience . That is 

one of the reasons the researchers themselves ought to redraft their papers 

and present the seminars . No new layers of specialist translators is 

called for . 

VII Research Administration 

The administrative structure governing the Bank research program 

has evolved considerabl y in the last several years . It has impressively 

responded to felt inadequacies of project preparation , supervision , and 

evaluation. That makes it unnecessary to dwell at length upon the subject . 

More attention has increasingly been paid to pre-Research Corranittee panels 

drawing together diverse interests within the Bank , to the phasing of 

projects involving large expenditures , to the need for adequate internal 

supervision of consultants, and to the standardization of the final 

evaluation process. We dare say that many of our earlier suggestions have 

already been anticipated. 

To some degree , our present reconunendations changes in the process 
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react to what now seems perhaps an excessive formalization . Research 

projects are considered in an NSF-like fashion , to the possible erosion 

of a more active management rol e in stimulating the research that the 

Bank wants especial l y to see done . Submitted projects are netted well, 

but they may not be the most important ones . The Research Committee has 

not performed with distinction in the establishment of clear research 

policy guidelines; the attempt to do so by conunissioning a series of 

research overviews in particular subject matters was not wholly successful . 

At this point additional flexibility and wider latitudes for Bank 

research management may be helpful . The higher professional standards of 

recent years can stand more on their own with less need for continuous 

vigilance. As a matter , of course , management should be able to finance 

the initial phases of projects -- at higher limits than currently imposed 

without going through a cumbersome review process . The burden of proof 

ought to come later after initial results are in. This requires an even 

more tough-minded approach , because it will mean the need to cut off un

promising lines of inquiry. But, if implemented , it should mean a higher 

proportion of large project successes . 

Similarl y , at the other end of the research cycle , the present system 

of project-by- project evaluation is too mechanical . It can hardly uncover 

research styles and approaches that have been more successful than others. 

Evaluation of single pieces of research in isolation by committees of 

different composition seems destined to produce not merely partial , but 

also rather bland , observations . No project fails to make some kind of 

contribution ; none , taken alone, is a spectacular success. A more useful 

evaluation framework should be more subject- oriented and recurrent , taking 
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into account projects both completed and underway . Such an internal 

exercise , performed annually or at longer interval s , could more probably 

feed back to the determination of research priorities on an informed basis. 

That review , unlike our own , should be dominated by Bank personnel, with 

perhaps minority outside representation . Whatever the advantage of 

occasional outside perception, self-criticism has the virtue of more 

l ikely l eading on to corrective change . It is only when Bank management 

and staff come to feel strongly that inadequacies should be remedied that 

they wil l ; internal discussion is more likely to produce that consensus 

than outside reports . 

Conclusion 

The Bank research program has performed to high professional s t andards 

in its investigations into income distribution and employment . Both the 

quality and quantity of its output are a tribute to the competence and 

technical proficiency of the staff and consultants . Our principal concern 

has been the ambiguous Bank view toward primary data that has resulted in 

inadequate attention to preparation of basic statistical series . 

The research program has now convincingly established its academic 

integrity and professional capability . That evolution now makes it possible , 

and desirable , to turn it more directly to the variety of policy issues of 

Bank and member country interest , as well as to greater responsibility for 

data collection and diss emination . The reorientation in priorities 

recommended involves no drastic changes, but perhaps enough to permit 

greater Bank and developing country use of the product . It will also imply 

an additional commitment of resources for the expansion in statistical 
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activity proposed . 

There is no need here to rehearse the specifics of our suggestions 

about Bank priorities in the gathering of data or what seem fruitful lines 

of research on income distribution and employment to pursue. They come 

down to greater emphasis upon the importance of knowing the distribution 

of income among socio-economic groups rather than persons or households 

exclusively; to understanding how the incomes of these groups respond to 

policy interventions; and to studying their changing size and composition 

over time . They also emphasize the importance of understanding how labor 

markets in developing countries, urban and rural , actually work in order 

better to desigq projects and policies that can create permanent employ

ment opportunities. 

Many of our suggestions relate to creating incentives and channels 

of conununication to facilitate focus on these priorities. They include 

the possibility of a more direct relationship between research and policy 

papers, with the causality flowing from the first to the second , rather than 

the other way round. We have proposed serious consideration of a Bank Staff 

Papers to publish the best of the wide range of problem oriented analysis 

performed by the Bank. We have also recouunended a new internal series of 

Bank papers for non-research staff, as well as a much expanded seminar 

program. 

Among our principal concerns has been limited attainment of the ob

jective of institution building in developing countries, as well as the 

limited impact of Bank research in stimulating local research . The goal 

is one to which we subscribe and to which we attach importance . It cannot 

be met as a by-product and without willingness to conunit larger resources , 
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monetary and human , to i t s pursuit. Presently a small handful of countries 

are relativel y favored object s of Bank Research to t he excl usion of many 

others. And even they do not a ll regularl y have interchange t hat permits 

Bank research results to be presented local ly . Much can and should be 

done to improve t he relationship . 

The changes we suggest require a high-level impulse in some instances . 

But many can also be implemented within a research management framework 

that is more f l exible, and has greater decisi on powers. The present pro

cedures , designed to assure high professional quality , have accomplished 

their intended objectives. They may now inhibit rather than promote the 

research projects that ought to be pursued . The managers of the research 

program merit confidence and greater responsibility for defining what might 

be done , and how , subject to more over- all eval uation , and not on a project 

by project basis. 

We conclude both positively and optimistically. The Bank research 

program , after a relatively few years , has impressive stature . We hope 

our recommendations serve to retain and reinforce it , wh i l e pushing in 

the direction of more policy relevant analysis . 



Appendix A: Income Distribution: The Empirical Foundation 

Our focus her e is upon the adequacy of the data base, the coverage and 

quality of the date relative to the diverse concepts of recipient unit and 

income that should be employed . One may state at the outset that the data 

requirements , for a proper coverage of the distribution of income, free from 

transient disturbances and of the effects of different phases of the life cycle 

of income , among recipient units that are comparable basic family household 

units with allowance for their differing size , and with needed adjustments for 

purchasing power differentials among various distinct groups of such units with

i n the economy, are highl y demanding , The result is that adequate measures of 

such distributions ar e difficult to secure even for developed countries. One 

can expect a variety of non~comparable estimate, defic i ent in many respects , 

requiring critical scrutiny and diverse experimentation to reduce non- compara

bility, and extreme caution in deriving differentials claimed to be significant . 

In view of the wide range of the difficulties with the supply and quality 

of size- di stribution data and estimates, and of the dominant use of the latter 

to determine internal income inequalities , it may help to indicate the several 

problems that wil l be touched upon in the discussion that follows . These are 

problems of: (a) inadequate internati onal coverage of the data and estimates; 

(b) errors in those estimates , relative to what they claim to cover; 

(.c) disparities between the recipient units in the distributions and the ones 

required for analysis of income inequalities associated with economic growth; 

(dl disparities between the concepts of income and its variants used in the 

distributions and those required in proper analysis . The discussion will 

necessari ly be far from complete for any of the problems touched upon , but it 

is important to cover the full range of difficulties . We conclude by (e) reflec

ting on the effects of limitations of the data on some of the findings . 
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(a) Redistribution and Growth (1974, designated Source A) contains in 

Table 1.1 perhaps the most comprehensive cross~section of ordinal income shares 

from size- distributions of income for 66 countries , 5 of them Communist and 

almost two- thirds of the remaining developing market economies, The compilation 

by Shail Jain, Size Distribution of Income (1975 , designated Source~) provides 

income shares, measures of aggregate inequality, and a few other measures, for 

71 countries, 6 of them Communist, A more recent cross-section, in M. S. 

Ahluwalia, Inequality, Poverty, and Development (W?rld Bank Reprint Series, No. 

36, 1976, designated Source~C) covers 60 countries, selected almost wholly from 

the Jain compilation, the choice having been "dictated by particular judgments 

about the reliability of data in some cases". (p,339) , This list contains 41 

developing market economies , 13 developed market economies, and 6 Communist 

countries . We shall not discuss the Communist countries , since both the data 

base and the institutional arrangements for them involve major incomparabilities 

with the freer market economies~~~cncealing costs (and returns) so different 

from purely economic as to shift any attempt at proper comparison to a 

different level of discourse, 

The larger number of market economies for which size~distributions could be 

assembled and compared suggests a wealth of data. But this impression is 

dissipated when the lists are examined , even if we disregard for the moment 

the errors and conceptual deficiencies that remain even in the data of the 

selected 41 developing market economies in Source C (see Table 8 , pp . 340~41) 

The first observation is that some major developing countries in important 

regions are missing . Thus, for Subsaharan Africa, Source~C fails to cover the 

more popular countries: Nigeria, Ethiopia , Zaire , Sudan , let alone South 

Africa (which, by its over~all per capita income would belong to the developing 

group). And were we to possess a proper typology of developing countries, we 



(. 

- 3 -

might find other important omissions for some type-classes 

within them. Second, the size-distributions refer each to a single 

year, with few relating to a time span (e.g., Lebanon for 1955-60). 

The dates vary widely within the period from the mid-1950's to 1971. 

Thus of the 41 developing countries, in Source-C, in which we are 

most interested• 10 countries are covered by estimates relating to 

years from 1955 through 1960; another by estimates relating the 

years from 1961 through 1965; and 22 countries by estimates within 

the time range from 1966 to 1971. Since the estimate of size-

distributions can be affected not only by transient elements peculiar 

to a particular single year. but also by changes over time -- even 

in relation to the changing per capita product in constant prices -

there is an element of non-comparability in a cross-section comparison 

in which the estimates are spread over a time range as long as one 

and·,one-half decades. 

But the most serious limitation in the supply of size-distributions 

is revealed not in Source c. which fails to contain intertemporal 

comparisons for one and the same country (but discusses some temporal 

implications of the major cross-section comparisons), It is to be 

seen in Source-A, in which Figure I.l (p. 14) presents a graphic 

comparison of the growth rate in the income share of the lowest 40 

per cent with that of GNP -- for 18 countries, of which 13 are 

developing ;..,.-:,-,<,_ '"C economies; and Table II.l (p. 42) ,. !,,.- {, shows 

growth rates in the income of • I - I 
1 V I • ' I 

12 developing (excluding Yugoslavia), 

groups for 13 countries, or 

This is a rather limited 

sample; and even were we to assume full statistical comparability. 

the short stretch of the interval (six years and not more than ten) 
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combined with the po8sible differences in transient elements in 

the terminal years may mean that temporal trends in income inequality, 

if any, could not be easily discerned. Such scarcity of time series 

relating to size-distributions of income in developing countries, is 

a major gap in the supply of data -- significant even if we were able 

to adjust fully for any incomparabilities in such intertemporal com

parisons of the estimates as are available. 

(h) Size-distributions are usually estimated from sample studies 

of household income (and/or expenditures) or census income questions. 

Under certain but limited conditions• they can be derived from the 

national accounts data using industry-factor income cells or other 

components that lend themselves effectively to a size of income array. 

But given the usual source. the commonly observed result is that the 

totals of income and components so derived tend to fall appreciably 

short of comparable totals in the national economic accounts; and the 

shortfalls are both substantial and significently different in relative 

magnitude among different income components associated with different 

levels within the income distribution. 

Since the results of the intensive study by Dr. Oscar Altimir 

and his colleagues at ECLA, Income Distribution Estimates from House-

hold Surveys and Population Censuses in Latin America: An Assessment 

of Reliability (Bank Staff Working Paper, November 1976) are available• 

there is little need to labor the point further here (see especially 

Chapters VII and VIII• Summary of Findings. and Main Consequences for 

Income Distribution Analysis). The wide incidence of major shortfalls 

in the sample and Census income data• with differences in relative 

shortages for various income types, are not limited to Latin America. 
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In another Worl d Bank study, by Sudhir Anand, Size Distribution 

of Income in Malaysia (manuscript, Fall 1977), the author states 

(Chapter III, p. 22) that the "mean household income estimated from 

the Post-enumeration Survey (for 1970) is $264 per month • and 

the degree of understatement in PRS income relative to the National 

Accounts is on the order of 25%." Then the author adds: "Although 

this might seem quite large, it is in fact not particularly great by 

the standards of household surveys conducted in LDCs." 

Both of these Bank studies, and other of the work on developing 

particular social accounts ,,, ;-, ' '" . ., , negate many of the assumptions 

of the aggregate compilations. They show the incomparability of the 

. . 
\. . ' \• • ,- > '-' surveys over time, and warn against their use. Yet even 

they do not undertake much experiment with correction in order to 

produce a more reliable set of statistics that could be so used. 

It is only when there is such an alternative that the task is complete: 

warnings and cautions do not inhibit analysis and policy conclusions, 

Even close agreement between th e two sets of totals, of the survey

census base underlying the size-distribution estimates and of the 

national accounts , is no ground for assuming that there was no under-

statement ~ pr overstatement ) within the size-distribution: it may 

means that the shortfalls and excesses at different ranges within 

the total roughly offset each other. This applies to any pair of 

totals, whether they be for comprehensive income or consumption 

aggregates, or for subcomponents such as wages and salaries, entre

preneurial income, and the like. 
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(c) The present subsection deals with scope of coverage and the 

recipient unit of the size-distributions used in the World Bank 

cross-section comparisons• in Sources A-C already referred to. 

We begin with findings of a comparison of scope and recipient 

unit in the size-distributions used in Table I.l of Source-A with 

the information on these distributions provided in Source-B. We again 

exclude the Communist countries: and find that of the 61 market econo

mies in Table I.l. one (Madagascar) is not reported in the Jain 

compilation in Source B. Of the 60 market economies, the size distri-

butions for which are identifiable in both sources• the check reveals 

that the coverage is short of national for 8 countries• with some 

question about the 9th. For Argentina• Burma• Dominican Republic• 

Greece• and Iran, the coverage is either of the capital city alone, 

or of urban only: for Guyana. Sierra Leone• and Uganda• there are 

major geographical or group exclusions. For Thailand (1970), Source 

B shows distributions for rural and urban households separately• but 

not together: and the ordinal shares shown in Table I.l are close to 

those for the urban distribution in the Jain compilation. For these 

9 countries there is an unknown element of non-comparability• associated 

with limitation of coverage, relative to the distributions for other 

countries with full national coverage. 

For the remaining 51 countries• the size-distributions are for 

the following types of recipient units• using the terminology of 

Source-B: households -- 25 countries; income recipients -- 12 countries; 

economically active population -- 5 countries; total population• a 

rather vague category -- 6 countries: and per capita -- 1 country (this 

being the United States, the reference indicating a combination of the 
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distribution among unattached individuals with that among families 

reduced to a per pers on basis). The dominant groups are then of 

distributions among households• or among recipients -- whether all 

or among the economically active population. 

A check on the data base of a more recent summary of cross-section 

evidence on size distributions of income. in M. s. Ahluwalia's paper 

on "Inequality• Poverty and Development•" in Journal of Development 

Economics 3 (1976), pp. 307-342 (Source-C), indicates that of the 41 

developing countries only 2, Uganda and Guyana, relate to an area or 

group short of the national total; that of the remaining 39 developing 

countries. the distributions in 16 countries are among households; the 

distributions among income recipients, or economically active popula

tion, or total population cover 7 countries each; and for 2 countries 

the distributions are for per capita income. With the distributions 

for the 13 developed countries being among households for 8 and among 

income recipients for s, the distribution for all 52 market economies, 

with 24 distributions among households• and most of the other among 

different variants of personal income recipient, is not unlike that 

for the 51 countries in Table r.1 (Source-A) described in the preceding 

paragraph. 

With respect to the possible results of a mixture, in one com

p ar ison, of size-distributions of income employing different, and 

conventional, recipient units, two comments can be made. Fi rs t • the 

difference in recipient units may result in different ordinal shares 

for the same country and year -- with a marked tendency for distributions 

among income recipients to show wider inequality than for those among 

households. Thus, if we distinguish within Table I.1 of Source A, 

the 25 countries for which the distributions use household units (Group 

I) from the 26 countries for which the recipients units are individuals 
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(Group II). we find that the 9 countries with low income (below $300 

GNP per capita in 1971 prices) in Group I show an average share of the 

lowest 40 per cent of 14.2 per cent in the total income; whereas the 

12 countries of Group II in the low income category average, for the 

lowest 40 per cent, 11.2 per cent of XMK total income. A similar 

comparison of th~ 10 countries in Group I with the 5 countries in 

Group II that are in the middle income bracket ($300 to $750 per 

capita GNP) yield average shares of the 40% lowest of 13.4 and 8.0 

per cent of total income respectively. For the 6 countries in Group 

I and the 9 countries in Group II that are in the highest per capita 

income class ($750 and over), the average shares of the lowest ordinal 

group are 17.1 and 14.2 per cent respectively. Disparities in ordinal 

shares of the lowest group of units within similar ranges of per 

capita income of this magnitude -- a fifth to four-tenths of the 

larger of the two shares -- are too wide and too consistently in one 

direction to be neglected. 

Second, and perhaps more important, neither of the widely used 

types of unit, whether household or individual income recipient or 

worker, stands for equivalent groups of dependent consumers. House

holds differ in number of members, and the distribution that classifies 

households by income per household would naturally show a significant 

positive correlation between size of household and its income -- so 

that lower household income is associated with a small household, a 

smaller number of persons dependent upon that income. But the same 

is likely to be true of the size-distribution among individual income 

recipients. The earners or recipients of lower incomes, dominated 

by part-time workers, secondard labor supply, and the like, tend to 

be associated with fewer dependents on that income than the high 

individual income recipients, more representative of heads of families 



- 9 -

and of ages in the life cycle where both income and number of depen

dents are likely to be large. It follows that ordinal shares, say 

the lowest 40 per cent of households or of income recipients classified 

by income per household or per recipient, may represent shares of 

population (whether persons or consuming units) that are distinctly 

below .40 per cent; while the shares of the top 20 per cent of house

holds and income recipients represent those of more than 20 per cent 

of population or of consuming units. The essential point is that 

these adjustments varydifferentially among countries and over time, 

introducing significant incomparabilities in the welfare implications 

of the measures. 

This comment affects not only Table I.l in Source-A and the 

size distributions in Source-C, but also the uses of the original 

shares (and inequality measures) in other applications. Thus it 

relates to attempts to use the conventional size-distributions to 

identify people below poverty lines, or deficient in associated con

sumption levels, or, constituting the rich at the. other extreme. 

Even disregarding the advisability of employing equivalent consuming 

units rather than persons, and of stressing, at least as an alternative, 

the distribution and levels of consumption rather than of income, the 

need of adequate adjustment to shift from households and income 

recipients, is indispensable. 

All work on poverty and basic needs must face, in addition to 

other problems, the conversion of conventional size distributions 

to shares of properly defined units (presumably equivalent consumer 

units) in the appropriate income totals. 
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One s hould note at this jun cture that in the case of interteroporal 

comparisions, there are additional major diff i culties. These may be 

difficulties of attaining adequate statistical comparability among 

two or more samples over the span of time; of adjusting for the diff e r e nce 

in transient characteristics of the two or more years being compared, 

assuming that the data on recipient units and income relate to single 

years rather than to averages over several; and, analytically most XM 

important, the difficulty of establishing the extent of mobility over 

time of recipient or dependent units in and out of the lower or upper 

ordinal groups. This is partly associated with the effects of transient, 

short-term elements in the income distribution, one encountered in 

particular with income levels but applicable also to the structure 

of the household; but it raises the bigger question as to how many 

of the poor and rich of today were a mong the poor and rich of, say, 

a decade ago, Clearly,~ mobility a mong properly defined ordinal 

classes by properly defin e d income per properly defined r e cipient 

unit would lend an entirely different meaning to comparisons across 

time of the shares of the poor and the rich than would be a s cribable 

under conditions of compl e te or relatively co mplete lack of such 

mobility. 

A fin a l problem is the very d e f inition of the household or fa mily 

in d ive r s e cultural settings, S o me r e c e nt tr e nds, such as the rapid 

morcellization of fa mily hous eholds in the deve loped countries, and 

institutional asp e cts of fa mily structure stron g ly s ug gest the need 

to be aware of the consequent limitations of the conventional r e cipie nt 

units over and above the les se r problems with which we are more 

fa miliar an d experimentation with whi ch it i s now feasible for a 

number of countries, 
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(d) This sub-section deals with the problems involved in the 

definition of the income total that is distributed among recipient 

units in the conventional and available size-distributions, 

Two observations relating to the income total aspects of the 

size-distributions used in the several World Bank sources already 

considered can be made, The first is that there must have been some 

differences in the scope of in come totals used among the size distri

butions for different countries or for different years, We know that 

for some countries (e,g,, the United States) sample studies of family 

and household incomes are limited to cash income and exclude income 

in kind ; that for other countries households are grouped by total 

income receipts including gifts and transfers from other households 

(e.g., Taiwan); and so on, Hence, the multi-country cross-sections in 

Sources A and C must include elements of non-comparability in the 

definitions of the income totals, in addition to those involved in 

the use of different types of recipient units; but how large such 

elements of non-comparability are, we cannot tell at present, 

The second observation suggests that the size distributions for 

few countries, whether developed or developing, would be based on 

the use of income totals that would satisfy the analytically desirable 

criteria. These criteria relate first to the comple~eness of coverage 

of the income, in its inclusion of both cash and income in kind ; of 

factor receipts as well as flows from government and other institutional 

sources , as well as the compulsory drafts that may be imposed by them; 

and also of receipts and transfers among households insofar as they 

reflect the ties of common interest among separate households of the 

type noted ab ove, 
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The criteria relate next to what might be called the time level 

of the income reported and used• as distinct from the time level 

desired for many analytical purposes. This refers to the need to 

eliminate or damp transient, short-term components in annual income, 

and to adjust for the effect of shorter phases of the life cycle 

income path of the recipient unit. 

In the third place, the possibility of substantial differences 

in purchasing power between the rural and urban recipient units, and 

within these large groups. between the lower and higher income groups, 

has to be considered, 

And, finally, one should note again, for intertemporal comparisons, 

the possibility of mobility of recipient units among the distinctive 

size-classes• even when distinguished by comp~ehensive estimates of 

long-term secular income levels adjusted for intef-group differences 

in purchasing power. Admittedly, these criteria are a counsel of 

perfection but there is value in formulating the analytically desired 

income totals, if only to induce experimentation designed to provide 

a better notion of the magnitudes involved and a better understanding 

of the kind of basic data needed if questions implicit in the dis

parities between the conventional data and those alleged(?) are 

ever to be answered. 

Numerous illustrations of this second observation could be 

provided, both from the World Bank documents and from scholarly 

publications elsewhere. But one may hope that the points made are 

sufficiently clear; and we can turn to considering the implications 

of the difficulties with the supply and quality of data for some of 

the aspects of the work on size-distribution at the World Bank. 
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(e) The discussion above relat e s s olely to the weakne ss of the 

empirical foundation provided by the conventional data on size 

distributions of income among households or among income recipients. 

The comments should not be misinterpreted as denying the value of 

emphasis on the distributive aspects of econo mic growth, particularly 

in developing countries; of the ingenuity with which the work in the 

field by the World Bank attempted to distill findings from disparate 

data; with some caution that increased pro g ressively as the limitations 

of the data became more apparent; of analysis of distributive i mplica

tions of different structural aspects of growth illustrated by 

relatively simple models employing notional but still plausible para

meters; and of trying to introduce into project appraisal and other 

service operations of the World Bank s ensitivity to possible impacts 

on internal income inequality. But one is left with the question 

whether much more experimentation and selective treatment should 

have preceded (rather than followed) the kind of stocktaking and 

generalization that were exemplified in the empirical summary of the 

dize distributions of income of the type provided in Sources A and C, 

or in publications relating to poverty, or in the compilations 

e xemplified by Source B. 

Many of the limitations of the data used, relating particularly 

to the nature of the recipient unit and definition of ,, ,, . 1,, , _ were 

recogni zed by the authors. Yet the natural inference from such 

limitations, in the direction of e x peri mentation with different 

recipient units, different income totals, scrutiny of the disparities 

between the sample totals and the co mparable totals in the national 

accounts, critical rejection of some country data as resting on too 
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weak a basis, and retesting the findings in terms of the results of 

such experimentation, was apparently not followed. Instead the 

presumption has been that the errors are random and do not lead to 

spurious conclusions. In a subject so wrought with political 

implications, the attempt to obtain the right numbers for individual 

countries cannot be so easily dismissed in favor of the aggregates; 

nor can randomness be assumed when the various effects of recipient 

unit, size of family, etc •• earlier discussed, are considered. 

One may wonder whether a closer scrutiny and rejection of a 

number of shaky estimates (which could be listed• but with the data 

omitted), and more of useful information on the data included, would 

have met the needs of furthering quantitative research far more than 

the present compilation; and whether the failure to provide such 

selection and information may not result in uses of the readily 

available ordinal shares or inequality measures that would be more 

misleading than enlightening. 

The argument for greater selectivity and experimentation with 

the conventional size-distribution of income data is not made on 

the ground that the results are likely to modify substantially the 

few findings already derived on differences in internal income 

inequality among broad groups of countries• or on the time pattern 

of such income inequality associated with phases of economic growth. 

Given a variety of biases in different directions, one cannot tell. 



Appendix B: Research on Income Distribution 

Introduction 

The Bank research program in income distribution has emerged in a 

self-conscious, planned fashion. In recognition of the limited investigation 

conducted elsewhere , the Bank has been prominent in stimulating and pursuing 

research on income distribution in developing countries. The initial 

Bellagio conference and subsequent publication of Redistribution with Growth 

has meant a leadership role that has not been characteristic of all fields of 

research. 

Bank prospects and priorities were established after careful review of 

what was and was not being done elsewhere, the likelihood of potential progress, 

and the relevance to Bank interests, The research strategy, elaborated for 

and endorsed by the Research Committee in 1975, has emphasized three subject 

matters: 

·empirical, data-oriented, analysis 

·construction of economy-wide models for policy experiments 

·examination of consequences of policy interventions in a 

partial equilibrium framework 

The first two components of this program have absorbed the lion's share of 

external resources. More internal staff time has been allocated to the third. 

These priorities were chosen to respond to the issues posed to the Bank 

as it seriously began to grapple with the income distribution question. 

The data base was limited and uncertain, and called out for improvement: 

as Appendix A has indicated, there are profound difficulties in assessing how 

the income distribution in even the most important countries has fared over 

time for a consistent set of recipients. Beyond that, there was much talk 
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of iron laws of development, inevitable impoverishment, and the like . The 

role of public services in offsetting the inequalities of private receipts 

was a matter of debate and dispute. The characteristics of the poorest 

groups and the means of reaching them were still largely limited to a 

handful of countries. 

What could be done about these problems 

and growth orientation emphasized by the Bank 

while retaining the market 

was also not part of the 

conventional wisdom. There was considerable attraction to viewing income 

distribution amelioration in the context of a larger productive structure, 

precisely to capture the second-round effects that direct policy analysis 

fails sufficient l y to take into account. Hence the relevance of large 

country models, as well as research focused on policy instruments. 

The strategy thus made, and for the most part, continues to make sense. 

The professional quality of the analytical results, as well, compares 

favorably with non-Bank sponsored research in the field . Many have been or 

are in the process of publication. Bank consultants have been eminently 

qualified and highly regarded. More question has rightly been raised in 

Appendix A about the weakness of the compilations of data, and the uncertain 

yield of the substantial investment in extending the data base. There is 

no need to rehearse those issues here, save to say that the analysis of the 

data has been much less plagued by such difficulty. 

In the following sections, we now evaluate a sample of 16 individual 

contributions under the three headings noted above. The concern is less 

with the research for its own sake, than in seeking to draw out its 

attributes relative to what the Bank ought to be doing . 

Empirical and Analytical Analyses 

The research classified under this rubric is largely of two sorts, 
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cross-section analysis of aggregate data, and country studies. Seven works 

have been examined, three of the fir st kind [1, 2, 6] and three of the 

second [3,4, 5,7]. Three are book length, four take the form of articles . 

The cross - section focus of an aggregate kind [ l, 6] responds to the 

important issue of how the size distribution of income changes with sectoral, 

educational, and per-capita income change in a large number of countries. 

It is clearly the most sophist icated of its genre, both in its cautions and 

in the carefully qualified conclusions. The limitations of cross-section 

analysis are clearly understood and presented. Publication is amply 

warranted . 

Still, it might have been better to start the other way around: with 

the substantive issue of the trade-off posed by rapid growth for inequality, 

in which the cross -section regressions might have figured as one piece of 

the evidence, rather than being the central analytical focus. A small 

selected set of countries whose changes in inequality over time were 

carefully measured might have been set off against the cross -section to 

measure its predictive content. The famed U-shaped curve of the size 

distribution as per capita income varies might have been assessed more 

critically as the artificial consequences - at the lower end - of minimum 

subsistence requirements, causing us to examine in detail the processes 

that operate in the critical, but l imited income range of $200-$300. 

Thereafter, for all practical purposes, a linear relationship seems to 

prevail. Finally, other Bank research on real income comparisons might 

have played an integral part in making the statistical analysis much more 

meaningful. 

These criticisms do not mean that the research conducted is not 

useful. Quite on the contrary, the Bank results - properly understood 
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mean that great care is needed before affirming the inevitable propensity 

for the poor to get poorer. The authority of the result, and its relevance 

for Bank policy, could have been much enhanced, however, had that objective, 

rather than the method, dominated. That is why, in our recommendations, we 

have tried to stress a policy rather than an academically oriented research 

view. 

Decomposition analysis of the Latin American survey results [2] is 

cross-section in a different way. Not only is a single region involved, 

but the issue at hand is also another: what is the influence of personal 

characteristics versus market characteristics in the explanation of inequality. 

Again, both in the theoretical discussion of decomposition techniques and in 

their application, the research goes beyond previous efforts . Its technical 

proficiency is not at issue, What is, once more, is having the mechanics 

of the techniques dominate the larger set of substantive questions that are 

at the heart of the matter. The variables of sector and occupation do not 

adequately capture the distinction that is needed, leading to a statistical 

decomposition whose interpretation is in doubt the more so because of 

interactions with education, age and sex . Nor is any comparison of the 

results among the different Latin American countries undertaken in order to 

see whether they conform to what other evidence might suggest. Finally, 

although considerable effort was expended in order to test the validity of 

the raw data - which are high variable in reliability - the uncorrected 

information is processed in all cases as if it were of identical quality. 

The basic limitation is research that is directed and defined by an 

internal body of data, rather than a broader set of hypotheses and concerns 

that require statistical testing, but of a more varied kind. Research that 

attains only the first stage fails to have the impact on policy it should 
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and might have. 

Country-oriented research within the Bank has managed more frequently 

to cross the barrier, perhaps because it lends itself to more broad gauged 

concerns . The Malaysia study [3] is a case in point. While utilizing 

information from surveys, it is critical in its evaluation of their 

comparability, and careful in the inferences drawn. It transcends them to 

take on a series of policy questions and issues that impinge upon the size 

distribution and their changes. The study is consequently one that both 

Malaysian economists and those in the Bank will find helpful in understanding 

what is going on ; the irony is that the country economists were largely 

unaware of it . 

The construction of a social accounting matrix for Malaysia [ 5] is of 

similar value, although its principle objective is measurement rather than 

analysis . The focus on a single country and the necessary reconciliation 

of the national accounts with partial information on distribution processes 

produces an attitude toward data that is more productive than at the more 

aggregative level . While more experimentation with different imputation 

techniques might have been tried, and deviations from the frequently held 

assumption that the national accounts were invariably correct permitted, 

the monograph is evidence that data can be manipulated effectively within 

the Bank when a serious effort is made . It is relevant that these socio

economic accounts have become a matter of more theoretical concern, and 

that a Malaysia model requires their input . That helps to explain the 

motivation. 

Yet country research can also bog down in too narrow a context . The 

Taiwan study [3] becomes a virtual catalogue of Gini coefficient decompositions 

of all shapes and sizes over time, neglecting some of the basic forces at work 
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that reflect themselves in these coefficients. There is little discussion, 

for exampl e, of the factors favoring the spread of rural industry in the 

case of Taiwan, little expl anation of the processes by which dualism 

diminished within sectors, the reasons why technological change favored wage 

income, etc. Taiwan is an essential component in the puzzle of how rapid 

growth can be consistent with a distribution that not only did not deteriorate, 

but displayed some improvement. The study, while a technical advance in its 

demonstration that Gini coefficients, too, can be decomposed and interpreted, 

fails to draw out those lessons and make them available to Bank and 

developing country decision~makers. 

The work on earnings functions growing out of an extensive study of 

income distribution in Thailand is of a simi lar bend. It is the technique 

that is cared about more than the specific results . The article is well 

done and makes its point that indirect estimation of the contribution of 

That is the natural bias of the professional advancing 

the field . It has a role. But for Bank needs, the substance and the policy 

too must count; that is what differentiates its research agenda from that of 

an academic institution. 

Large Scale Models 

The research upon economy~wide, general equilibrium models shares 

some of the same attraction to the mechanics at the expense of some basic 

questions. Two l arge but different models, for Brazil [8] and Korea [9], 

have been estimated and put through simulation paces. These efforts have 

been major projects . Their intent was to examine the effects of government 

policy upon the size distribution of income . Both have made technical 

advances in theoretical and programming terms . Yet neither lives up to the 
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original intent. 

There seems to be three reasons why. One is inattention to the 

inherent limitations of what remain "standard" economic models for the 

analysis of the size distribution of income. The basic rules for distributing 

income to persons, as opposed to economic agents defined by the productive 

process, are not an integral part of such models. The personal distribution 

is attached only subsequently by converting wages and profits via static and 

non-behavioral constants that have been computed from earlier survey and 

Census results. This is equival ent to saying the rank-ordering of persons 

does not itself feed back upon the economic (and political) process. Its 

expression is the assumption, in the Korea model, of an unchanging 

contribution to inequality within particular socio-economic groups, for 

every group but one. In the Brazil model this source of variance is simply 

assumed to be null. Yet the level of such variance can equal half or even 

more of the measured inequality among persons, and its changes can, and 

have contributed to the observed economy-wide changes. 

A theory of distribution to individuals is not a simple matter . But 

until it is explicitly focused upon, it will not be possible to examine how 

the distribution of permanent, or life-time, income varies in response to 

economic change and economic opportunity . Nothing less than a complete 

specification of individual mobility, and the variation in individual 

incomes, is needed. This class of models does not attack such questions. 

The difficulty of the task, indeed, is one reason why attention might 

perhaps be more profitably focused on socio-economic groups, thereby, as in 

the Brazil model, ignoring the within-group variation. But even then, more 

than mechanical allocation of labor income and profits are required, and 

mobility between groups cannot be ignored. 

' 
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A second limitation of such models is that while nominally they are 

large, by virtue of including many sectors and groups of income recipients, 

they are in fact very sensitive to their macro-economic specifications. 

The interactions among most sectors makes little difference to the outcome. 

In this sense, the models are too simple. Both models, in fact, seem to 

equilibrate by taking some magnitudes as fixed in nominal terms, and 

allowing the overall price level or the terms of trade to adjust to make 

real demands and supply equal. Such effects then become the source of the 

distributional changes , Whether these processes conform to the structure 

of the actual economies is another matter. In neither case was the issue 

one of significant empirical investigation prior to incorporating such 

processes in the model. If they are inaccurate or exaggerated representations, 

then policy conclusions are, of course, much affected, and much weakened. 

It is difficult to believe that increased agricultural productivity in Korea 

goes to naught because demand for output is fixed, provoking deteriorating 

terms of trade; or that in Brazil inflation improves the distribution, but 

only because some service incomes do not change while other wages do. 

In the third instance, too little attention has been paid to capturing 

the differences among clusters of sectors, or groups, rather than multiplying 

their number. Sheer size is a complication, not merely for calculations, 

but also comprehension . The crucial parameters like the elasticity of 

substitution, the characteristics of technological change, and savings 

propensities get lost sight of in the exercise. The simulations take these 

for granted in assessing policy impacts, when their changes - partially in 

response to policy~ may be more important. 

The upshot of the matter is that the models have had little impact on 

the analysis of Korea and Brazil, within the Bank or within the countries 
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themselves. It was perhaps exuberantly optimistic to think that such would 

be the result. Lowered expectations might have been in order . In that 

context, they can be evaluated more favorably and positively . They have 

advanced Bank thinking about model construction. They have also forced 

Bank researchers to ponder their conunon result that little change can be 

induced in the size distribution even by far reaching policy measures 

although that is exaggerated by focusing on aggregate indices . Small 

changes in Gini coefficients can yield rather large distributional shifts, 

and these have been ob~erved in many countries. 

It is important to note that these criticisms and others have emerged 

from critical discussion within the DRC itself. Indeed, one of the papers 

under review [10] is a thoughtful appreciation of the characteristics of 

such models written by one set of their authors after the fact. It in turn 

inspired other such analytic work within the Bank, as we l l as was a subject 

of discussion at the Bank sponsored second Bellagio meeting. This capacity 

to learn, and to adjust future priorities is a strong point of the present 

research management; what is important is to shorten the perception time, 

and also to target less ambitiously technically, but perhaps more so 

substantially. 

A contract in model building is the effort underway for a few years 

now to construct one for the Muda Regional Economy . It takes its start 

from a serious effort at construction of regional accounts for relevant 

socio-economic groups [11]. Its ultimate purpose is to measure more 

accurately the second-round consequences of project investment in the region, 

whose spill over potential was considerable. Both in rooting the exercise 

in region-specific information, and in developing techniques for ascertaining 

what the additional project effects were, the exercise is better suited to 
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Bank expertise and need . The model in question is less sophisticated than 

those for Brazil and Korea in that it is smaller and has fewer indigenous 

variables. The results it is able to produce, however, can and should 

influence Bank policy on des ign of irrigation projects. Such research has 

been carried on in close contact with the Malaysian planning office, and is 

a multiple effort within the DRC itself . The lesson is that there are 

useful models that seek to introduce integra lly the issue of distribution. 

Vvhat is at issue is their appropriate des ign and their objectives. The more 

rooted in actual policy issues, the more country oriented in empirical des ign 

and collaboration, and the more directed to particular subst antive questions, 

the higher the potential yield . 

Specific Policy Instruments 

Four papers have been sampled among the diverse output that falls in 

this category. They each represent a significant aspect of research . 

The most general is a r ecently published occasional paper on 

malnutrition and poverty that has aroused considerable interest [13] . It 

seeks to establish that increased income i s inadequate to solve the 

malnutrition probl em, requiring intervention instead . The problem then 

turns on defining efficient mechanisms of intervention. This research is 

the precursor for a whole class of research regarding basic needs. The two 

basic criticisms direct ed at it are appl icable to this l arger set as a well 

First is the problem of measurement. As Appendix A notes, casual 

allocation of population based upon size distribution even of households 

is not a direct process . In this instance, the problem is further compounded 

by limited distribution data for many of the largest units. Although only 



orders of magnitude are perhaps all that is required at this point, at 

what point do errors of 10 and 20 percent begin to matter? When basic 

needs come down to implementation, surely the inaccuracies must affect 

the effectiveness of policies . 

11 

Beyond the measurement problem associated with allocating individuals 

to particular classes, there are the two additional difficulties of 

determining minimum nutritional standards, and the elasticity of intake of 

nutrients with respect to income. The former are still a matter of 

controversy among nutritionists. The latter are not constants to be 

readily applied: they must vary widely with custom, the intrusion of 

processed foodstuffs, the rural-urban mix, let alone traditional economic 

variables. 

The monograph thus makes the definition of the problem too easy, 

when the persistence of malnutrition in spite of income growth cries out 

for more subtle and variegated investigation . At the level of solution, 

there is the same simplificat ion. Efficient intervention is required, 

yet that efficiency is measured by reference to consumer preferences that 

are negated by the very necessity of intervention itself. If consumer 

preferences were a meaningful standard, then the market should allocate 

expenditures accordingly in order to maximize satisfactions . When we say 

the market doesn ' t work, we cannot use it as the measure of efficiency by 

which to judge direct provision of services . This point is of course the 

general one for both basic needs research and basic needs provision. The 

essence of the strategy is its delivery system that ignores indivi dual 

wants . Deciding how much is sufficient, and devising substitute means for 

allocating the relevant goods and services is central . 

While attractive in holding out means both for measuring the extent 
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of the deficiency and criteria for correcting it most efficiently, the 

monograph does not entirely hold up under closer scrutiny. That said, the 

line of research is patently worth pursuing further and improving upon. 

Despite its limitations, the monograph is an exampl e of how Bank research 

can attack problems ignored elsewhere. Measurement of basic needs and 

schemes for intervention are matters that are likely to be of continuing 

priority in the next several years. The attractiveness of this research 

style is its capacity to eschew larger and general equilibrium approaches 

in favor of a partial focus. So long as each basic need is considered 

individually, that may be true; when taken as a composite such independence 

may well no longer prove feasible . 

Whereas the criticisms of the large economy-wide models go to the 

genre, and hence the wisdom of continuing Bank effort in that area, the 

criticisms here go to the particular. They suggest instead the need for 

a larger and continuing effort along the same lines. 

The same is true of the research on the distribution of public 

services across income groups [14] . The size of the publ ic sector in most 

developing countries makes its contribution to the distribution of real 

goods and services an essential one to take into account. It is a problem 

both well defined and relevant. Yet it fails to take into account the 

differences in the quality of services to persons in different income 

strata, when that seems an essential part of the problem. It fails to 

explain why the survey on which it is based differs so substantially from 

an earlier one in which the distribution of services is much more 

Has there been a real change in Colombia, and why? How do demands for 

public services that appear to be satisfied as income rises, differ from 

basic needs? As earlier noted for other empirical research, the study 



13 

becomes involuted in its own statistical basis, to the exclusion of other 

data, and to the exclusion of extension to other groups of countries. 

The merit of such research, after all, consists in measurement not 

for a single country, but for a variety of representative countries. Yet 

no continuation elsewhere is proposed, nor is any serious effort made to 

interest planning offices to undertake similar efforts . That is where the 

absence of an explicit policy priority in the research effort makes itself 

felt. What should be concerned as a pilot s tudy to be replicated elsewhere 

becomes another final product. The work is solid enough to build upon, 

and improve. As an institution, the Bank has the capacity to initiate and 

cumulate this kind of comparative research. 

The sharecropping research is of a different style. The basic 

theoretical contribution that is reviewed here [15] makes significant 

amendments to a literature that has greatly expanded in the last several 

years . Its publication in the professional journals , as with much of the 

other writings relating to sharecropping, is a measure of its quality and 

novelty. What i s perhaps more important from the Bank standpoint is the 

productive relationship between such theorizing and empirical application. 

Both are proceeding simultaneously. What is less fortunate is that while 

the structure of agriculture employment in many developing countries is 

critical to the distribution of income, the theory, and micro-testing, have 

not lead on to a more synthetic piece that relates the results to larger 

issues of agrarian reform. Excellent as the work is, and promising in its 

continuing extensions, there is a hiatus that does not appear likely to be 

bridged of its own momentum. 

The final paper, yet unpublished and only recently completed, relates 

to the agricultural sector as well [16]. It is motivated from a direct 
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policy concern with the implications of price intervention for the 

distribution of income. It casts the problem in partial and simple 

14 

general equilibrium form of a kind previously used to study tax incidence . 

The paper makes clear the crucial dependence of policy impacts upon the no

bility of factor inputs and their ownership by different income classes. 

It thereby makes evident the need for empirical research directed to es

tablishing there , a100ng other, behavioral relationships if the framework is 

to be useful in describing actual changes . It also exposes the need to 

relate short-term policy impacts to subsequent , dynamic adjustment processes. 

An immediate increase in real wages will not necessarily be eroded through 

competitive forces as the 100del implies. The paper is useful in defining 

a theoretical framework fo r subsequent application; its contribution will de

pend upon whether the latter is pursued . 

Conclusion 

This review makes apparent both the high quality and varied 

character of Bank income distribution research. It is technically 

proficient and directed at a wide range of problems. Its quantity should 

also be remarked upon. The productivity of Bank staff compared with 

academic environments in which research is a large and regular component 

of responsibility is quite high. Specific criticisms relate as much to 

the product of outside consultants as to Bank staff . 

The deficiencies of the research have related less to its execution 

than to the loss of policy orientation that has sometimes occurred. When 

it has, there has been a tendency for narrow technique to dominate at the 

expense of the larger substance that ought to characterize Bank research. 

It is such a reading of the situation that has lead us to stress so heavily 

the importance of such a research emphasis. 
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A second limitation has been the inability to sustain more policy 

oriented research beyond a single, isolated effort. The Bank budget is 

small and its research agenda cannot be greatly expanded. For that very 

reason, however, it should be following a much more active catalytic role 

in encouraging countries to follow its lead. This has not much occurred, 

and has lead us to stress the potential inherent in closer links with 

developing country research institutions. 

A third characteristic has been a greater faith in large models than 

was probably merited by their earlier performance. There are limits to 

what can be extracted from them. Systematic study - call it a model, if 

you will of the second round effects of projects and policies has been 

slighted i n favor of trying to solve everything at once. That illusion 

now seems well implanted in Bank experience. There should be an occasional 

reminder to prevent its resurgence. We take the l esson to be the need for 

more comparative, country-study analyses over time to try to identify the 

key processes at work, before mechanically trying to establish models that 

have no story to tell. 
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Appendix C: Research on Employment 

Introduction 

1 This Review is based on a sample of over twenty papers produced 

during the last few years and selected representative of the Bank's 

research efforts into employment. A striking feature is the generally 
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high quality of the research output. Indeed a number of pieces have already 

appeared or are about to appear in learned publications. Many of the 

authors have been recognized as acknowledged experts in the field. On the 

other hand, the relationship between the subject matter of the research and 

the operational needs of the Bank has not always been evident. One measure 

of this lack of impact is the rudimentary attention to employment issues in 

country reports as documented in a comparative study of them (4). 

The impression created, therefore, is a series of isolated papers that 

do not relate to any clear research strategy. Some of the research is almost 

purely academic. Three of the papers in question, (10), (17), and (20), 

were prepared for a Research Workshop on Rural-Urban Labor Market 

Interactions in 1976. It remains unclear how the results of this Workshop 

are being processed for consumption within the Bank, as opposed to 

publication for an outside audience. The papers provide useful summaries 

of where the field is, but without the critical link of guiding further 

Bank research or converting conclusions into policy implications. Even 

where the papers are more focused to Bank concerns, they did not seem to 

relate well with one another even within narrowly defined subject areas. 

Authors did not seem to be working together. Both for reason of substance 

1Enumerated in the annex. 
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and execution, the research output has therefore seemed unplanned and 

without major consequence for Bank performance in this important area. 

The main subject categories of the research, and the associated 

papers, cover the following topics: 

1. Rural Employment 

(1), (2), (7), (8) 

2, Urban Employment 

(9)' (13), (21), (22), 

3. Rural~Urban Migration 

(3), (10), (11)' (14), 

4. Education 

(12), (15), (16), (18) 

5. Shadow Wage 

(14), (20) 

(23) 

(15), (17) 
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The basic conceptual framework governing these various categories of 

research relies on the distinction between labor markets in the urban 

sector and the rural sector, with a theory of rural-urban migration to link 

the two. In addition, the urban sector is differentiated into a formal and 

informal market. Education is singled out for special attention influencing 

employment opportunities. What is prominently missing is attention to the 

direct and secondary employment effects of projects, or lead on to better 

project design . Even the work on shadow wages, as in (14) and (20) 

complicate the formulae by introducing potential distortions that might 

arise. How to identify when such adjustments should be made, and how they 

could be made, has on the other hand received virtually no attention. 

Rural Sector 

After a period in which it was believed that rural unemployment was a 
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potential source of "cheap" urban growth, and then a series of studies 

suggesting that rural labor markets were in fact working, a more balanced 

and realistic concern with creating more employment opportunities in the 

rural sector has come to prevail. 

The Bank's work in drawing attention to rural, non-farm activities is 

therefore much to be welcomed . A review of the issues posed by such a 

strategy (1), a case study of Taiwan (7), and advocacy of small enterprise 

as a means of providing employment (8) fall in this category. In many 

respects they are atypical research products: two are highly policy 

oriented, (1) and (8), and one is very highly descriptive (7) rather than 

analytic. They are useful illustrations of why the Bank itself ought to 

engage in analytic research in order to go beyond assembly of information 

to get at the basic processes at work. 

Thus for all the usefulness of the facts organized in the Taiwan 

study, one is still left unsure why in Taiwan the increased demand for 

non-farm goods in the rural sector - characteristic of almost all 

developing countries - was met by supply in the rural areas. One answer 

seems to be the relatively well developed infra-structure and favorable 

conditions of labor supply because of agrarian reform . Such hypotheses 

are barely specified, yet given adequate test. The intellectual challenge 

is an appropriate model of rural-urban industrial location that explicitly 

recognizes the possibility of capital mobility to the countryside. More 

studies of successful, and also unsuccessful, historical experiences are 

indicated. But they require a firmer analytic foundation. 

Both of the policy focused papers suffer by reason of such prior 

research. They are efforts to re·ach conclusions without a fully adequate 

basis. They are themselves research in putting together what is known, 
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and are largely sensible documents. Yet they come before the research 

cycle, rather than logically, as they should, at its conclusion . As a 

result they suffer from inadequate reference to broad historical 

experience, and earlier efforts to introduce small enterprise in rural 

areas. The data analysis in (8) is too limited and partial to sustain 

s trong recommendations for a large Bank effort in this area; the labor 

intensity of small scale enterprise is not adequately explained. The 

review of policy issues in (1) similarly is not rooted on firm 

intellectual foundations. 
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One can be encouraged by the impulse provided by such efforts to 

undertake a more comprehensive research project that addresses some of 

these basic issues. It is important that such investigation go beyond 

particular surveys it may collect to the actual policy experience of many 

individual countries on a comparative basis. 

The Bank has also concerned itself with the agricultural sector, and 

has made a determined effort to design projects that improve the 

productivity of the small land-holder. One l arge project, the Analytics 

of Rural Change, bears upon such policies. The paper considered here on 

the rural household (2) is merely one of a related series that has come 

forth from the project. Its explicit theoretical and econometric research 

style contrasts with those considered above . It also illustrates how such 

t echnique can be compatible with interest in response of individual 

economic units to policy interventions. 

Inevitably, however, the technique also influences the r ange of 

permissable conclusions. It is not clear that less restrictive, alternative 

specifications might have yielded similar results. Production functions 

that are constant in returns to scale and neutral in technological progress 
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are of a special character. They are the more questionable in view of the 

lack of statistical significance of the capital parameter. Finally, the 

short term format of the model imposes a lack of realism on the 

consequences of price changes. 

The larger issue, however, is that resort to sophisticated econometric 

technique is imposed by limited, not extensive information . Research such 

as this, correctly seeking to integrate consumption, production and labor 

force participation decisions, should be pursued at the Bank using the 

extensive data available from Bank projects themselves. These afford an 

opportunity, almost unique, for virtually controlled experimentation. At 

the moment, only the capital-labor substitution project (6), seems to have 

exploited this access. It, cut off from a large analytic context, is only 

a beginning. 

Urban Sector 

Much research on employment in the urban sector in recent years has 

departed from the distinction between formal and informal labor markets. 

Bank research is no exception . The logic of the differentiation is that 

the former has barriers to entry while the latter is subject to competitive 

market clearing forces. 

~~ile there is much to the point, and a whole series of papers 

exploit it (9), (13), (11), (14) and (15) (the latter three are discussed 

in the section dealing with rural-urban migration), the distinction can be 

exaggerated. The informal sector is itself quite heterogeneous, affording 

increasing employment opportunities in some of its sub-sectors, and 

contracting in others . Nor are barriers entirely lacking. Information, 

capital, and quite likely a series of personal contacts are necessary to 
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set up even as a sheet trader . It is quite important and relevant that 

empirical studies have confirmed, quite contrary to initial expectations 

of many, that the informal sector is not peopled dominantly by migrants. 

The main point is that Bank research in particular, instead of 

perfecting and adapting what is a dominant mode of academic analysis, 

should encourage a fresh look at the heterogenesty of urban employment 

opportunities. This, and the need to introduce a more dynamic view of 

the mobility among such opportunities, is what motivates proposals for 

further research in urban labor markets (22) . It would be a pity if such 

a study degenerated into empirical description, like others earlier 

commented upon. Here is a fruitful, but still apparently unconsummated, 

opportunity to collaboration between those who have been engaged in more 

theoretical efforts, and those with good empirical instincts. 

It is certainly a strong point of the informal sector article (13) 

that it brings to bear the mounting Bank empirical evidence relating to 

such markets. It does less well in presenting a cogent dynamic theory 

especially as the parameters in the model remain fixed. That effort 

stands in contrast with the review of alternative theories in (9) that has 

limited concern with application, and does not direct itself to developing 

countries in a convincing fashion. There is no doubt the extent of wage 

differentials economies can efficiently tolerate is central to income 

distribution in the urban sector in developing countries. Unfortunately 

(9) does not shed much light on the relevant determinants . 

Bank research along theoretical lines has neither provided new tools, 

nor classifications of labor markets that subsequent empirical research 

might utilize. Its empirical work has been perhaps more productive in 

identifying the urban poor. Among the studies of that type, (21) is useful 
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in bringing together what has been learned, as well as specifying the data 

r equirements for accurate statistical mapping of urban employment and 

poverty. It is also one of the few papers prepared with the country 

economist explicitly in mind. For all its merits, its failure to articulate 

a policy rationale, and to relate the data requirements more directly to 

it, dilutes some of its impact. It is too comprehensive to serve as a 

manual, and too information oriented to raise the basic questions of how 

-down works through employment creation. 

Rural-urban Migration 

The papers relating to this issue overlap those that relate explicitly 

either to the rural or the urban sector. Most have been theoretical 

extensions of the imperfection cum search models of Harin-Todaro vintage. 

They thus contain specifications both of rural and urban labor markets, and 

focus on unemployment as the equilibrating variable setting the market 

determined wage rates. 

The model, as set out for example in (11), is subject to question. 

It gives a role to migrant workers as the marginal urban labor force that 

is inconsi stent with what we know about the selective character of migration 

and the jobs that they actually take. It makes the informal sector a 

caricature of what it is, where service employees frequently earn higher 

incomes than those in traditional manufactures . It is couched in terms of 

simple, one-period probabilities that ignore the dynamics of the search 

process. The latter, conditioned as it is by the availability of income 

transfers, attitudes about mobility, and the institutional characteristics 

of labor markets is presented in terms that are much too simple. 

The model thus fails to be fully descriptive of rural-urban 
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interactions. At one level, it is entirely nee-classical in its assumptions 

of maximization and wage, price and quantity adjustments; at another, in 

the formal sector, it precludes terms of trade or wage changes. Little 

attention has been paid to the characteristics of decision-making under 

uncertainty, despite the central role of the probability calculus in the 

model. There is also uncertainty in agriculture where the vagaries of 

weather, prices, crop disease, etc. are at least as significant as the 

uncertainties of employment in the urban sector. Subsequent Bank work as 

in (15), (3) and (20) enter into some aspects of these limitations, but 

still within the restrictive ground rules of such search models that 

rationalize unemployment, rather than focus on employment creation. 

The policy instruments in such models are few. Usually they are 

limited to altering the fixed urban wages, or modifying the shadow wage 

rate - of which more shortly. Again a special Bank perception of the 

problem, or the means of coping with migration through investment in 

regional poles, rural public works, special wage subsidies in urban areas, 

etc. is generally lacking. It would be difficult to identify uniquely 

Bank research among the total research performed on the subject. That 

speakstoits professionalism, but also the failure of the distinct focus 

that ought to characterize a Bank research effort, given its limited 

resources. 

Education 

Bank research on this subject has been concerned with a variety of 

dimensions of the influence of education upon employability and rates of 

return. Two of the papers examined are country specific, (12) and (15); 

two focus on the appropriate amount of resources to be directed to training. 
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The study of Malaysia (12) is useful in exploiting the income and 

school-leavers surveys for that country. Its limitations derive from its 

extensive statistical search for significant associations, and its limited 

attention to social returns that are the basis for public allocation 

decisions. Regression results that include a variety of associated 

variables (e.g. race and education) are not likely to be robust, the more 

so when education is entered as years of schooling independently of its 

quality. Older persons with equivalent schooling may have had different 

training that influences the estimate of the age-earnings profiles. The 

parallel study of Zaire (15) is subject to these same limitations. 

More important, however, is the insufficient attention to the social 

returns in both countries, Central to the question are the extent and 

character of unemployment experienced by the educated, and their social 

productivity. Of their ultimate employment, after a period of waiting 

financed internally by families, leads them to redundant white collar and 

civil service work, the social returns obviously fall below the private 

return. 

Calculating the latter, in the absence of specifying whether 

education has a productivity effect per the human capital approach, or 

merely serves a credentialling function, merely confirms an association 

between education and market wages. This issue was not broached in the 

two country studies, thus limiting the policy guidance the Bank might 

extend in these particular instances. 

Social returns were the focus in (16) and (18), but within a 

restrictive framework that fully accepted years of schooling as productivity 

enhancing. The key addition is the assumption that education must be 

directed to those with greatest ability. The latter is presumed to be 
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measured by IQ and independent of wealth. That ignores the association 

that exists and the limitations of a social policy that ignored the poor 

of low innate ability that is the consequence of centuries of neglect . 

Implementation of such a policy presumes a prior set of equalizing 

opportunities that educational investment itsel f is intended to provide. 

The emphasis upon the limitations of education in incrementing IQ (18) is 

useful in indicating that schooling alone - in the absence of complementary 

investment in health, nutrition, etc . - cannot perform that task. Again 

the emphasis upon IQ which other studies have suggested is not a 

dominant determinant of economic performance - weakens the argument. 

Both of thes e papers, while aiming at central policy issues, fall 

short of the mark owing to their limited empirical content. If the questions 

are worth pursuing, they should be pushed in depth to the point where a 

convincing policy paper might be written that would mean developing a 

substantial project around the ideas . In such a topic area as educati on, 

i n which the Bank does finance projects, it is disappointing to find only 

single efforts, not much related to a coherent strategy of employment 

creation . 

Wage Determinat ion and Shadow Wage Rates 

All of the prior discussion bears on the significance of the market 

wage as a measure of social productivity . It is the l atter that i s wanted 

for analysis of individual projects . Two papers extend explicitly t o this 

question, (14) and (20); most of the others do so implicitly in their 

charact erization of the forces that determine the market wage. 

Two observations are r el evant . The first is that the emphasis upon 

critical reviews of the literature, (5), (9), (10), (17), (19), (20), as 



< 
26 

well done as they have been, seems excessive relative to the limited use 

that has actually been made of them. Frequently conducted by consultants, 

the reviews languish for want of translation into more suitable Bank 

documents . Such useful distinctions as those between the hypothesis that 

higher wages can increase efficiency on the one hand, or serve to reduce 

labor turnover, on the other, should inform empirical research and country 

reporting. The emphases upon labor market rigidities should translate into 

studies to find out how pervasive fixed minimum wages in fac t are. Casual 

observation would suggest that the dimensions of the wage bargain are 

numerous enough to allow for more flexibility than the models credit. 

The role of trade unions as a monopoly element, and their effects upon 

employment is an assumption that can be investigated empirically. 

The fau lt is not with the quality of the reviews themselves : on the 

whole they bring together what is known on the subjects in an authoritative, 

critical and enlightening manner. Nor is is that they are excessively 

theoretical: on the whole, again, they approach their subjects from a 

practical perspective. The review i n (5), for example, is focused on the 

efficiency of l abor markets - a matter of direct Bank interest . (It is 

ironic, but telling, that it was written for external publication rather 

than internal dissemination.) 

It rather lies with the limited resources for follow-up research, 

and the lack of a direct audience for the product in the operational 

division of the Bank. Unless the former are concentrated upon a small 

number of directed and inter- l inked projects, and until better channels of 

communication are established, much of the effort will have a limited 

impact. 

The second is the need to convert the complex taxonomies of shadow 
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wage rates under different labor market conditions into workable rules of 

thumb. There must be translation from the ideal to the practical. The 

merit of simply using the wage in the informal sector as the shadow wage 

is that it is readily attainable . Various of the papers reviewed, and 

still other Bank research, correctly show the limitations of such a measure 

when market wages depend upon migration, can influence efficiency, reflect 

a private return to education, etc. The challenge is to facilitate 

empirical identifications of such circumstances so a better, but still 

simple, formulation can be applied. In the absence of carrying the 

research one further step, much of its potential utility is lost. 

Conclusion 

This brief review has not been intended to single out particular 

papers for praise, or others for criticism. Virtually all in fact are of 

high professional attainment, as their increasing publicat ion rate attests. 

Rather the intent has been to expose a style of Bank research upon 

employment questions that seems not fully to have satisfied Bank needs, or 

to have exploited its comparative advantage. It is this short-fall that 

has contributed to our particular recommendations about future priorities 

and institutional arrangements. 

It is clear we are imposing different, and higher, standards than 

research is generally required to satisfy. That is a measure of how far 

the Bank ' s own program has come in the relatively few years of its 

existence, and the opportunities we see ahead for utilizing more 

effectively the talents and expertise of its staff. 
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back home by May 9th or 10th. While in Israel, I can be reached vra ,r 

' /"/J.. Institute for Advanced Studies, Hebrew University of Jerusalem, 
Jerusalem, Israel 

With all good wishes 
sincerely 
~~ 

Simon Kuznets 

67 Francis Avenue 
Cambridge, Mass.021)8 



INTERNATIONAL OE\IELOPMLNT I INTrRhlATIONAL BANK FOR 
ASSOCIATION RLCONSlRUCTION AND rrvELOPMCNT 

I N! CHNAT I ONAL FlNA~CE 
COHPOHA r I ON 

TO: Mr . Michael Beenstock, PPR 

FROM : Mark W. Leiser son~ED 

DATE: Harch 22 , 1978 

SUBJECT: Preliminary Co;nments on Dra ft RJ\PIDE Re.I?ort 

1. I n accordance with ycur memo of t-farch 14, I have confined my 

comments , as you requested, to poir..ts which .'.lppear to be linked to " the 
Panel ' s ignorance about the Bank. " By and large, I four-d myself in agree
ment with general thrust of the Report but there are certain aspec t s of 
t he Report and its recommenda tions about which we have some queslions . 
Pres umably there will be ample opport unity for discussion of. these more 
s ubstant ial i ssues after the s ubmission of the final ranel Report . 

2 . Employment Research : One partj cular aspec t of the report which 
I found bothersome was the lack of cJ arH y in the frnme of r eferer.ce under
lying the discussion of ernpJ oyment research in the 13ank . Al thouf,h i t m:1::,· 
be tt ue as stated on pp. l ·-2 that the P.iriel con centn1ted its attention on 
the work of Income Distribution Division and the EmploymPnt and Rural 
Development Division the sta l <.!ment l s nevertheless soir.ewhr1t mi.sleadlng. 
The concentrat i on js much greater in t he case of income djstrjbut.iou than 
employment. Vir Lually all of the research proj acls ljsted under the income 
dislribution label wer e the direct responsi hi.l j~y of or ~ireclly jnv0lved 
the Income Distrfoution Divis:iun . Thi s :i.s truE; of only half of d1e rcs, .. :irch 
pr ojects listed under ~:h e c;i:p l oy111cnL :i..,11,eJ. Tl11n~ dl"t:: r,oou and ~;ufficif' tJ t 
reasons for t he Panel c2st1ng :i "wide:r net " in th e: case of employ:neni 
research but then care should be t oken t o reflect th:::.s in a discussio1i of 
DEDER's place in thjs more broadly defined area . l t i s difficult, for 
example, to see that any v;,Jid inferences can tie drawn from the c l ass i.ficr1-
tion in Table 1 (p. 6) about diff0renccs in t he "origination" of DRCID ond 
DEDER i:esearch when 6 out of t h e .1 2 employment pro jects did not ori ginate 
in N.:DER . 

3 . A similar prob] em a ffects the discussion in Apr-endix C of t112 

"representative sample" of research papers on emp.loymrnt. I n concr.?st to 
the discussion of income discrtbut ion , Lhc di!fcr0nt ori~ins a~j ~iffcr~ut 
contexts in which the inJividual papen w~r1:: pto<luced are not t ak.t•n into 
account or 111ade clear . As a conse1venr:e , some co1111r1enls appear inapp r opriate 
( even when , coincident&lly, th<:y may be true:). 1'he imprcss:ion rccorciecl (p . c 1 
"o f a series of papers thar: do not r ela Le to :Jny !'lenr resf'arch strate0/' 
would seem to be an int:vita'ble resu1 t 0f t 1 eat inf, ..il l the pape..-s as a s,mpJ e 
of final research "onq,ut" wi thout rebai:d lo t..h ,:: sometimes very Jifferenl 
contexts in which they were produced. } ive µ~pcrs 3re cli~racterized as 
"bihliograph.i.c ei;says" (l\pµeudj_x C, p. 1) v:hlch lrn .. -e not, '\_ 1.1 i_dc,J cr,n::iri..12c 
bank research ." Howcv:=r, cn1..y L1!1e -1~€!rry c'.nc1 Scil,ot. (5) -- had 1 6r-nE:l'"'l 
s urvey of t he lltcrc1ture a5 l;:s pr.iwary purpose. \v:o -- Lipton (JO) a,,J 
Schuh (17) -- ar0 a1.,or1;; ;J-,e t.i.x p.:;1>cr:-; (on Lj, L,li·cc o:- ,'h:ich .~f'pe, r .:..n tl,c 
" sdmple") contribut cd to th0 rcs8arc.l1 \·Tvrk~ ho1 Cll rur .. 11-m:ban l.:11-<n 1.:irl,ets 
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interactions . The workshop has certainly guided our r esearch if only , 
up till now, to steer us away from certain t ypes of migration research 
until further progress is made in developing better analytic formulations 
for empirical t esting. Both of the other two papers -- Lal (9) and Stern 
(19) -- were very preliminar y explorations which were intended to be and 
are being used in developing future research efforts i n particular labor 
market areas. In that sense they are much more research "inputs" than 
"outputs." 

4 . Furthermor e , while t here has been an effort in this Division 
to cluster its research efforts around rural and urban employment and 
labor markets and their interaction, thi s has not been the case for 
education and the application of shadow wage rates in Bank project analysis . 
The bulk of research in these areas is done elsewhere in the Bank and the 
few papers consider ed under these categories provjde little or no basis for 
the general judgments drawn . In the ab sence of a much more thorough and 
clear discussion of the problems of relating research on employment to 
these broader areas it would seem to me be tter to drop these as separate 
sections, retaining whatever comments desired on the papers as individual, 
rather than "representative," pieces of work . 

5 . Policy Re l ated Work : The failure to discrimina te sufficiently 
between the different context s in which the various sampl ed items were 
produced also blurs some of the discussion of the r el ation between research 
and policy in Appendix C. The non-farm rural employment (1) paper and the 
small enterprise paper (8) are characterized (Appendix C, p. 3) as "atypical 
research products ." In fact, both were prepared as very diffe r ent sorts 
of inputs into the policy discussion processes of the Bank -- the former 
as simply an issues paper and the latte r as a basis for new initiatives in 
the Bank 's lending program. (Furthermore, no recognition is given in the 
discussion of the paper by Ho (7) that it was prepared as a background 
paper for the non-farm employment paper and should, perhaps , be judged in 
that context.) Since the Panel emphasizes (correctly in my judgment) the 
desirability of policy papers being a " culmination of the research process" 
(p . 29) it is disappointing that the one example of this -- the public works 
research project and the rura] public works i ssues papers -- were not i ncluded 
in the sample selected by the Panel . 

6 . Project-oriented Research: Without denying the general desirability 
of increasing t he operational relevance of Bank research at the project 
level, I believe the Panel r eport (pp. 25-26) reflects a much too sanguine 
view of the problem. On the one hand , it seems to me that the Panel under
estima t es the staff resources which would be needed i:o implement their 
suggestion (p . 9) for greater involvement of DPS at the project level --
that the DPS offer on a regular basis a "diagnosis and definition of the 
economic issues arising in the course of project design" which would then 
be pursued by consultants . On the other hand, t he Panel r eport does not 
reflect the growing experience .i.n the Bank uith the difficulties and complica
tions of designing and carrying out effective monitoring and evaluation 
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programs at the project level to provide information on the distributive 
poverty-alleviating and employment effects . In any case, the Panel report 
does not it seems to me provide sufficient analysis of the respective 
roles and responsibilities of CPS and the Regional Program and Project 
Departments to warrant specific conclusions about the forms an expansion 
of DPS project related activities, if any, should take . 

7 . Institution Buildin&: I wholeheartedly agree with the Panel 
Report's emphasis on fostering research in developing countries and that 
such institution building can no·t be pursued "on the cheap" as a by
product of the Bank's own research. But despite the recognition that a 
" sustained effort to fulfill the Bank's potential institutional contribu
tion to developing countries" would represent a "major departure" for the 
Bank, the Report does not, it seems to me, make clear how major a departure 
it would be . In particular , no mention is made of the fac t that such an 
effort would entail explicit abandonment of long standing policies ruling 
out direct " institutional support " of research organizations and requiring 
that collaborative r esearch arrangements be made on a short-term project by 
project basis. The latter usually involved iJentification of specific 
research results of direct interest to the Bank and the specification of 
a detailed methodology acceptable to the Bank. By failing to emphasize 
t hat such conscious and deliberate Bank policies are a major constraint 
on any institution building efforts , the Report may leave the impression 
that the institution building objective can be pursued with only minor 
modifications in Dank practice . I just don ' t btlieve that is the case. 

cc: Messrs. B. 
A. 
I. 
A. 

King, DED 
Stoutjesdijk, 
Little , DED 
Choksi, VPD 

DED 
Messrs. Chenery, Ahluwalia, Balassa, 

de Vries, Dubey, Duloy, Haq, 
Holsen, Jaycox, Karaosmanoglu, 
Ler<lau , Picciotto, van der Tak 
Vergin, Waide 
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Distribution below 

""'~ FROM: Michael Beenstock 

DATE: March 14, 1978 

SUBJECT: RAPIDE Report 

I attach a draft of the Report for your comments. At this stage 
we are more interested in possible errors of omission and commission 
based on the Panel's ignorance about the Bank rather than critical comments 
on the substance of the Report itself and its judgement. Once I have 
received these reactions a final version of the Report will be prepared. 
I would appreciate such replies by Wednesday, March 29. 

Attachment 

cc: Messrs. Ahluwalia, Balassa, Chenery, Choksi, de Vries, Dubey, 
Duloy, Haq, Holsen, Jaycox , Karaosmanoglu, King, Leiserson, Lerdau, 
Little, Picciotto, van der Tak, Vergin, Waide 



The World Bank 

March 15, 1978 

To: Mr. M:l,chael Beenatock 

Subject: R.APIDE Report 

RAPIDE report confin~ng ~y~elf, ~s requested, 

to detecting any "errors of omission 

and commission based on the Panel's ignorance about 

the Bank''. I h~ve nQt ~ound a.ny such errors. 

~ 
Vino~ Dubey, 
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HEF. RAPIDE. NY GENERA L I MPRESSION AEOUT THE DRAFT OF THE FI NA L 

REPOR T I S THAT IT ADEQUATELY COVERS I ~PORTA~T l SS r ~s SUCH AS; 

THE NECESSI TY THA T THE BANKS ' S RESEARCH PROGRAM BE Y~RE CLOSELY 

RELATED TO POLICY QUESTIONS THAN TO STRI CTLY ACADEV IC ~OTI VA TIONS , 

SO THAT IT WOULD BE POSSIBLE TO CORRECT THE EX I SE NT LACK OF COHE: ICN 

bETWE[ N THE RESEAR CH TASKS AND THE OPERA TIONA L CONC~RfS OF THE BANK . 

IT I S AL SO v/OR TH i1EtlTI0 NING THE HECOMr•:ENDA TICN THAT THE !:A~y ~HOULC 

PAY ll'iOhE ATTENTION TO DA TA CO LL C:CTION , EU.!:.Of.ATIOt·/ ANL' Dl SSE..i(lNATIOM . 

ALT HJUGH WE KNOW I T I S A HARD AND 30R I NG TASK , IT I S AN l~DIS?CM

SA~LE ONE IN EVEhY SER IOUS I NVESTIGA TION . 

I N SP I TE OF TH~ S~R IOUS~~ss , DELPNESS AN 0 ~ROPDNLSS OF THE RLPCRT , 

THEitC: AHE SEVEHAL I SSUES THA T SHOULD 6E STRESSCD IN n:E J;Ef::AnCH 

AGE ~DA OF THE ti ANK A~C AnE NO T ~EN TIONED YC:: T: THE AGh~ hIAN P~OB L~~~ , 

AND DE VELOPi':.:.NT STfiATEG IES.3 THE ErrlPLOYMC:NT PU LICIEc OF THE PUE'LlC 

SEC TO R I N DEVELOP ING CO UNTh l ES WH I CH ~IFFER RA~ ICA LLY F~G r THOSE 

FO LLO'.o/Eu UP &Y THE PH I VATE SECTOR ( IN LAT IN Al".Eft l CA , FO R EXt.~1PLi::: , 

WHERE [1JOST OF THE COUNTh'IES !:AVE VE:f.Y LAi!GC:: Pu: u c SECTORS , w:::: ~·P. Y 

NOTICE HOW OFTLN THE OFFICIAL FIHrr,S DO NO T PURSUE PRO FIT f AXHilliI 

ZATION GOALS AND F'ftEQUENTL Y THEIR HIKING POLICIES R::SPOND !':01''!'. 

TO I NSTITUTIONAL AND PO LITI CA L VAR IAB LES THAN TO THE rEARCH OF 

EF'FICI ENCY) 5 TIIE MUCH TOO LARG:: DEGRl:.'.E OF AGREGATION IN THE 8ANK "S 

STUDIES REVER I NG TO PUd LIC WORKS <THEY SHOU~L 3REAK - D0wN PRO JiCT S 

TO THE ACT I VITY OR PRO CESS LEVEL> AND THE EFFO RTS THAT SHOUDL BE 2 
~ ~ 

~iADE TO I NTEGkA TE INCOME DI STRfoUTION INTO NA TIONAL ACCOUHS I:l ~~ ~ 
i=i f2 

TI ME SER IES FfiAMEWOftK ONCE THE REPRESENTA TI VE CO UNTRIES HAVZ BEE~ N 
0 

SELECTED . LEOPO LDO SOLI S 

BAN XICO 

0 

2 4842S WORLDSANK 

UANX IGO I NT NEX 

7-
(/) ?-; 
E 
< <;o 
U) a o 
2 w 

~ ..... . ~ 
L"' I 
I·. ·f 
! ::1 
L ,; 
' ' I , 
!. ·. 



WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUrv1 
TO: Mr. B. B. King DATE: 

/' · ---

February 2, 1978 

FROM: 

SUBJECT: 

~1) 
Michael Beenstock 

RAPIDE Report: First Draft 

Al asked me to provide you with a copy of the First Draft and to 
emphasize that it is for your eyes only. The Second Draft reflecting 
the Pane l members' comments should be available around the end of this 
mont~ or the beginning of next month and will be for circulation withi n 
the Bank. A Final Report would reflect the reactions we receive- from 
this more general circulation and should be available towards the end 
of March. 

We would greatly appreciate your reactions to the First Draft by say 
February, 15 • 

.... ·-- - ------ - - - -- - - - · 

.. 

,. .. 

-------· ··-·--· · -·-· · ·--- __ -::.,- ... ---:--:-__ - - --- ··- - -- - --- - - . - --·--. - . - · - ·-- -



--- - ---~- ...... ----~---- ----7 780 NED PH (Telexx nr.) Fran: Manila 

MI CHAEL BE~NSTOCK 

RAP I DE 

I NTBAF'RAD 

WAShINGTON DC 

MESSAGE FOR ALBERT FISHLOW : 

INCOM1NG TELEX 

RECEIVED 

1978 FEB 2 I AH 8: I S 

COMMUNICATIONS DIVISION 

I READ CAREFULLY TEXT OF' RAP I DE REPORT AND AGREE WITH THE 

ANALYSIS AND CONCLUSIONS SUBSTANTIALLY. 

THE REPORT CAPTURES WELL SOME OF THE POINTS I HAD WI SHED TO 

ART ICULATE SUCH AS RESEARCH LINKAGE TO LDC I NSTITUT IONS 

tfND ON CRITERIA OF CHOICE OF COUNTRIES FOR STUDY . 

I WOULD LIKE TO CONGRATULATE AL FISHLOW FOR A REPORT WELL- DONE 

AND FEEL GLAD HAV I NG BEEN ASSOCIATED WITH IT. 

WHILE I HAVE SOME COMMENTS , THEY SEEM MINOR ENOUGH AND 

THEREFORE I AM NOT SENDING THEM. BEST REGARDS 

GERARDO SICAT NEDAPHIL 

JVPo 

248423 WORLDBANKEOO 

248423 WORLDBANK 
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Distribution; 

Mr. Beenstock 
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THE UNIVERSITY OF THE WEST INDIES 
CAVE H ILL CAMPUS , P .O. l!IOX &•. l!IRIOG ETOWN. BARBADOS 

FACULTY OF SOCIAL SCIENCES 

IN REPLY PLEASE QUOTE TELEX NUMBER . UNIVADOS we 257 
CA!!L[S : " UN IV A DOS" BAF<BADOS 

OUR REFERENCE . . . . . ....... . TELEPHONE. 

DEPARTMENT OF ECONOMICS 

Mr . Michael Beenstock 
World Bank 
1818 H. Street , N. W. 
Washington D. C. 20433 
USA 

Dear Michael, 

15 February, 1978 

PBX 02 191 

Albert's draft was a long time coming , because of bad 
weather and an airline strike . 

I have given extra special attention to Appendix C, on 
the Employment papers . It does what I did not want to do , namely 
to point out to each author the defects of his paper . The danger 
is that of crying for the moon ; i . e . , expecting more from the 
author than the current state of knowledge permits, and criticis
ing him for what he does not add to knowledge, instead of praising 
him for what he does add. I think there is some element of this 
in the present draft, and I do not see what good the Appendix does ; 
but Al says that this is what the Bank wants, so I am willing to 
live wi th it as it stands . 

I have two small points relating to the main body of the 
Report . 

First , in the summary of our recommendations on page 1, 
reference is made exclusively to the priority of data collection 
and processing to the exclusion of our finding that the research is 
not sufficiently project-oriented or policy- oriented (penultimate 
sentence) . This occurs again on page 31 (last sentence of second 
paragraph) . Again on page 32 the summary upgrades data collection 
and downgrades orientation . 

My priority is the reverse of this . I think the Report 
exaggerates what the Bank can do towards data collection . I agree 
that it should not use data in which it has little confidence, even 
in cross - country comparisons . I also agree that it should help the 
country ' s statistical and research institutions . But data collec
tion is very expensive indeed (how much does it cost to get the 
figures of LDC debt?) and uses a lot of bodies at different levels, 
and depends on local statistical legislation for its powers. The 
Bank cannot take on either the finance or the organisation required . 
Neither can it "take responsibility - intellectual and financial -
for the accuracy" of all the data it uses, as is demanded of it on 
page 6 . 
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I give equal or higher priority to the recommendations 
about project and policy orientation . All I am asking is that they 
should get equal billing on pages 1, 32 and 33 . 

My second point is that there are a great many recommen
dations scattered throughout the Report, most of which will get 
lost in the present format. It would help the reader and the Bank 
if they were all listed on pages 32-33 under the heading "List of 
Suggestions" (I prefer to call them that) instead of the current 
selective summary . This would be facilitated by numbering the 
paragraphs of the Report. 

Al deserves special congratulations on an excellent job . 

With best wishes, 

Yours sin cerely 

W.A . Lewis 

c . c . Professor Fishlow 
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FOR ti! CrtAEL EENSTOCK . RLC~ I VLD hAP I DE REPORT . I CONGRATULATE YOU 

AND F I SHLOW FOK SUCH EXCE.LLENT REPORT . CO Ve.RS T:J[ LL !'roST I SSUES WE 

JJ ! SCUS5i;.D . I wJULIJ ADlJ TwO PO I 1-. TS . OtH:. , Wl:. uO NO T CO~£ OUT 
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Page/Line 

1/9 & 10 

3/5 

4/top 

4/17 

5/-

7/ 3 

7/13 

7/15 

8/ 5 

10/17 ff 

·comment / 

Research is .. . covers .... 

Current P&B estimate!!_ percent. ~ 

Source of quote? 

Missing tabl es 

/ 
/ 

DRAFT 
BKing 
2-6-78 

Underline headings (1) and (2). (Same on next page). ~ 

"Project-re l ated enquiry." Muda (671-17), Nigeria (671-30) 

and Indus (671-45 ) are examples. Requires accept ance of 

DPS involvement in proj ec t evaluation design. Hither to a ~ 

probl em ; still is to large extent . 

Some examples of project des ign a s sistance in CHAC chapter 

in last year' s report . Limited initiative in regions; 

limited r esources in DPS . 

Large , additional; no . Small, additional; yes . Actually 

it is no additional, but more commitments (WDR) . 

Agricultural prices project (671-42) was directly designed 

for policy paper; too tight a schedule a s a result. Point 

well taken , but additional point is t hat policy/issue paper s 

should discuss research needs expl icitly and thoroughly . 

In fact research/policy link has been bad ; s t ill is . 

Shouldn 't t he discussion acknowledge the examples of close 

country collaboration (Malaysia, Colombi a , Korea , Mexico) 

7 

before saying this i s not enough? How about (a) the resource 

cost and (b) the acceptance level in the country? Text 

should show awareness t hat majo r changes and increases 

might be involved . 



11/20 

13/25 ff 

18/6 

18/9 

20/17 

22/16 

22/17 ff. 

23/11 ff . 

24/1 

25/-

27/1 

27/20 

- 2 -

See also 8/5 comment . 

Again the cost; the acceptance of developing countries; 

the interagency jurisdictional problems . 
/ 

benefit from ..•. 

effective protection 

One should go beyond 

laissez- faire~ 

/ 

Do not understand this sentence. 

(a) On user side, no mechanism for expressing positive 

opinion (requirements). 

(b) On researcher side, very little sense of presentation 

needs. 

Very important iss ue. Trouble is that all sides of the 

house are intent on pushing results upwards. No brownie 

points for l ateral communication; despite this, a fair 

amount goes on . 
./ 

See 8/5 comment . 

My own view, for what it is worth , is that the kind of 

paper required (intellectually respectable , but not 

narrowly technical) needs production first. The 

publication medium is secondary . 

An Editorial Subcommittee already exists . 

Research results are presented from time to time , but 

there is sometimes a conflict with operational relation-

ships (Brazil, 670-73) . 
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28/25 

29/last 

30/5 

30/9 

30/19 
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No reason why working papers themselves shouldn't be 

adap t ed . We have encouraged (with only mild success) 

papers with lay introductory chapters . Better than yet 

another series? See also 25/- above . 

A second initiative 
../ 

Seems garbled . 

I have my doubts whether the R.C. as present constituted 

could perform the function . Confess the right alternative 

escapes me . 

This , in effect, means giving producer s more funds for 

initial phases of projects on their own, perhaps notifying 

the R. C. in advance 4n a "no objecti~' basis (to prevent 

disappointments if R.C. doesn ' t think much of the whole 

idea) . As presented, I find this suggestion too vague, 

though its thrust is in the right direction. Not as simple 

a problem as it seems; we have a lot of guffy departmental 

stuff as it is . 

Right on . This process was imposed by the Board . 
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WE WILL LOOK AT TH~ SUBJECT FROM THREE DIFFERENT POI NTS OF VI EW . 

FIRST OF P.LL , UHIC H ARE THE RE LEVA NT TOP IC S T H
1

AT ONE .. WOULD L I:<E 

TO BE I NFORMED ABOUT WHILE APPROACHING THE SUBJECT . I~ SECOND 

PL ACE, UE WOULD LIKE TO PICK OUT THOSE A TOPICS 1.•IHICH .~RE IMPO~TAMT 

TO THE BANK DURING THE DESIGN OF LENDING PRO JECTS AND FINALL Y, 

WE WILL POINT OUT IM WHAT DIRECTION SHOULD THE BAN~ ' S RSSEARCH BE 

ORIENTED TO IMPROVE KNOWLEDGE OF THE AREA AND SUPPORT OF ITS 

LENDI~G OPERATIO NS . 

WHILE STUDYING THE E!YlPLOYn1£NT LEVEL IN THE DE:VELOPH!G COUNTRIES . 
' . ON~ WOULD LIKE TO KNOW IF THE LASOR MARKETS ARE FRAGMEN TED OR MOT, 

IF THEY ARE INTEGRATED TO WHAT DZGREE ?, IF AR~ EFFICIE~JT TO UHAT 

DEG~EE?, AND TO WHAT EXTENT THE SOURCES OF FRICTION ARE IMPORTANT 

( INFORMAT IO N, PISK COST , CULTµRAL AND INSTITUTIONAL ~ARR IERS, 

SKILL DEFICIENCIES, ETC .) 

IT I S DFSIRASLE TO KNOW TO WHAT n~GRES NEOCLASS ICAL PRESCR IPTIONS 

THEY I N\JC LIJE) C(11,'.STITUTf. OP3T/lCLES TO ~~~·?Lor1::::in c~:-;:ATIO~! . 
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LABO~ tP.SORPTICN t'.~iD HO':! , IT I.3 AFF ECT f:~ SY IT S cov:::~t-.GZ .~MD R~G IG ~'.~L 

'=:OL~ rn .. 

TP.E t·.'ACES er.!ic I', H! ' TH::: u: L r::r: AL A [\ll) r· ST T T!JT I or· ~t s IT lf/\ TI 0~·1 ' T lff I 1 

C0 ~1P0SITI0 ~} , ST2PCTl_!RE f-' ~JD LH1KS \-!ITH Tl-!:-'. STI\TF. t.r·: n T0 l,fHt-T E:,~Tl7~-: T 
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THEY ALSO Cf-U SE tH-1 fo:'.1PLOY'·1r.tn . ,~LSO , IT I S H1PG'HANT TO S~ARC:{ Ot:T 

CONDIJCT PI\TTFP.t·! . 
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\'!HILE F0Cl1SHJG ON THE lJNF.MPLOYMPH srcr.: OF' n~:::: P::?Cru::, WE Vilf:::T 

UMDI::R5TMJD ITS CC'.',1P0SITIO~! (TO 1.'!Hf1T EXTcrn IT rs F'1ICTI0Nt\t A~'D 

TO WHAT EXTEHT IT IS STPUCTUR~L?) , TH~ DTFF[R2~CS r~TW~~~ T2UE 

PlF3LIC PT P:-:IVP-.T~ ~r'.PLOYt::::r.1T POLICI'":S t:'D PF?.~CTICf.:S. H 1 T:-11'.'.S[ 

COUNTRIES THE ~VRAL SZCTOR PL~Y~ A~ I~POlTA~T ROL~ AS A LASOR 

SlJPPLir.: R TO THZ REST OFT}~: zco:·c~nc SYsrr.-·1, THEn, 'J'I. SHo:;tn P'.AtYZ1: 

THE FIRST ONE IS TO ADVICE ECONOMIC DEVELOPMENT POLICIES I N ITS 

BORRO\H NG ~~RERS AND, SE CO ~JD , TO HAVE THE RE LEVA ~1T I MFORMAT I ON 

FOR SPECIFIC PROYECTS DESIGNS . IN THIS MATTER THE FOLLOUING POHlTS 

SHOULD BE PAST OF A RESEARCH AGENDA: 

1. UNEMPLOYMENT COMPOSITION OF THE ' INFORMAL ' SECTOR 

2 . UMEMPLOYMENT STRUCTURE 

3. LABOR MARKETS EFFICIENCY 

A LABOR UNION PERFORMANCE AND COVERAGE: 

~ MINIMUM WAGE REGULATION 

WE HAVE INDENTIFIED STUDIES BY THE WORLD BANK ' S STAFF ONLY ON 

ISSUES 1 AND 3 . THERE IS A WIDE GAP TO BE FILLED IN THIS MATTER , 

iSPEC IALLY SINCE AMONG THE ASPECTS THAT HAVE RECEIVED LESS ATTENTION 

FROM THE BANK STAND OUT THE INSTITUTIO NAL VARIABLES LIKE LABO R 

UNIONS , MINI MU~ WAGES A~!D LAND OWNERSHIP . 

PUBLIC VJORKS 

PUBLIC WORKS PROGRAMS H~VE APPEARED ATTR,cTIVE TO AM INCREASING 
' . . 

NUMBER OF GOVERNMENTS WHILE ATTACKI~G THE UN[MPLOY~ENT AND POVE~TY 

PROBLEMS . ON THIS TOPIC IT WOULD BE USEFUL TO KN0\01 IF THE 

SUB ST IT UT IO ~l OF LABOR FOR CAP IT AL IS TE CHM I CA LL Y FEA SI'3LE , IF IT IS 

SO , WE WOULD LIKE TO FIND OUT UNDER WHAT CONDITIPNS IT IS EFFICIENT 

FROM AN ECONOMIC POINT OF VIEW . 

WHILE SUBSTITUTING LA BOR FOR CAPITAL , WE SHOULD KNOW THE DIFFERENCE 

BETWEEN PROYECTS BUILDED WITH LABOR INT ENSIVt TECH~IQUES AND THOSE 

DUILDED WITH CAPITAL ! ~TENS IV E M~THODS . DOES THE DU~ABILITY 

OF THE \:!ORK DEPf.ND Otl THE TECHNIQUE USED? WHA T ARE THE COST ADVAMTA 

GES IF ~NY OF LABOR INTENSIVE METHODS? . IN THIS MATTER IT LOOKS LJKE 

THE BANK ' S RESEARCH HAS A LONG WAY TO GO AND THE DEGREE OF AGREGATION 

IS TOO HIGH FOR USEFUL PROYECT ADVICE AND POLICY DECISIONS: I . E., 

PROYECTS SUCH AS , ROAD SHOUL~ BE BROKEN DOWN TO SPECIFIC ACTIVITIES 

BEFO~E DE I NG ABLE TO DEDUCE WHICH OF THESE CAN BE EFFICIENTL Y 

UNDE~TAKEN BY LABOR - INTENSIVE METHODS . 



Or! ~ Of THE MA I N 08J~CT IV!!:S OF TH F.SF. PROGRAMS IS TO CREATE MF:'.•J 

SOURCES OF EMPL OYMENT M!D I NCOME F0:1 LO\J !t)COME GROUPS , SO 1..'E 

SHOULD ·LOOI{ 011T FOR THE ROLE THAT PUBLIC worms PL AY IN THE I PCO ME 

DISTRIBUT I ON PROCESS . I S IT POSSIBLE TO AR~ON IZ[ THE EFF itI ZNCY 

AND THE EQU ITY GOALS? IT IS I MTE~ESTING TO NOTE T HAT T~E BANK ' S 

FI ND IHAT PUBLIC WORKS WILL GENERALLY SERVE - DU~ I ~G THE OPERATION 

PHASE TO REHIFORCE.. .EAT HE:R THAN CHA~?GE.THE EX ISTIHG 11I.8.I.RI BUT IO'l OF 

ASSETS A~D INCOMS . 

WH IL E DES I GnING THE PROJ~CT IT IS ESSENT I AL TC • .IDENT!FY ' 

T HF. Ir~STITUTIOMAL VAqIABLES THAT WOULD HAV~ I MFL UENCE OVER THE 

RESULTS . 

PUBLIC WORKS PROJECTS REQU I RF CARFF'ULLY CONCEIVED AND MANAGEO 

ADMINISTRATIVE SYSTEMS, THEN, ·IT IS NECESSARY TO PAY ATT ENTION TO 
. , 

THIS ISSUE WHI CH HINGES OVER ITS COATS . ':IE ALSO MUST INVESTIGATE 

WHICH ARE THE BEST HI RI NG METHODS . 

THE BA~K ' S RESEARCH MUST BE FOCUSED TO COVE R THESE I SSUES , PAYING 

SPZC IAL ATTE~TION TO TH~ SPECIFIC CHA RAC TER ISTIC S OF EA CH PROG~A M, 

LOOKING TO ATTA I N THE DEGREE OF' DETAIL NECESSA:iY TO ANSWER T HE 

Q.UE 3TI0}1S : I F BUIL DHlG A ROAD DISTI NGUISH BETWEEN MO \/I~!G DIST , 

( SOL I D OR SO LFT) , BU IL DHW T HE f.AR TI! WORKS , CO NSTRUCT I MG THE 

DRf\ I NAGE , ETC . 

! ~COME DI STR I RUTIO ~ I N LATI N AMERICA 



OF SPECit1L CONCF.:R~) TO THF. BArJK - Ar!D ALSO TO SCl!OLAP.S STUDYHrn THE 

ECONOMIC PROBLEMS OF LATIN l',MER I Ct. - IS TO PUT 1~1TO FOCUS THE rrJ 

EQUAL ITIES THAT EXIST IN IMCOME DISTR IBUTIOr , THROUGHOUT THE AREA . 

IM ORDER TO DO THIS , IT IS :1!ECESARY TO HAVE A MORE DETAILF.D EXPLA:-·1A

TIOM OF THE MAIN CAUSES OF THESE H~EQIJALITIES , sµcH tl.S ASSST OWNER 

SHIP , EDUCATION , SOCIO - ECO~OMIC STATUS , ETC . MOREOVER , TH~ WAY IN 

WHICH THI S IS ME/I.SURED MUST MECESSARYLY 9E REVISED , IN AN . ATTEMPT 

TO FH:O A MORS APPROPWME AMD ACCURATE t1ETH0D TO OBTAIN .THE BANK ' 

no~LS . ASIDE FROM THESE TWO POI~TS , THERE I S A NEED TO IMPROVE 

UPO~J THE P~RIODICIT Y AND SYSTEMAT I ZATIGr! OF CENSUESES, /\ND SAMPLE 

SURVEYS , AS WEL L AS DES I GNI~G FORMS OF EXPRESS I NG THE DATE THAT 

ARE APPL I CABLE TO THE WHOL~ REG I ON . EFFOPTS SHOULD BE MADE TO 

I MTEGRATE H!COME DISTP. I BUT I Or-J I NTO NATIOMAL ACCOIINTS I N T IME SER I ES 

FRM1EUORK . 

THE BANK ' S RESEARCH I S PA YI NG ATT ENT I ON TO CERTAHJ I._TEMS HJ WH I CH 

THERE ARE COMMOM SHORTCOMHWS I N PRfi:V I OUS RESEA~CH WORl( DONE I M 

THE REG I OM : I) LlNDEREST I MAT ICN OF HJC0~1E II> TAKE IMTO ACCOUNT 

THE SOCIO- ECONOM I C STRATUS AND DEMOGRAPHIC AND OCCUPATI ONAL 

STRUCTURES III ) COVER T HE ENTI RE COUN TRY I N BOTH, RUR~.L AND URBM! 

AREAS . AND , IV) WE I GH SUCH SI GN I FICANT VAR I ABLES AS EDUCAT I ON AND 

AGE . 

MUCH MORE CA~ BE DONE ONCE THE-~ATURAL AND QUAL ITY OF INFO~MATION 

ON H~COME DI STR I BUT I ON It~ THE AREA FIRST , THE POSSIBILIT Y SHOULD BE 

SSTlJDIED TO CONDUCT RESEARCH WORK P~ HlCOrc1E DISTRIBUT I ON I M THZ 

COUNTR I ES OF THE REGION , ~NDER SOME COMMON GUIDELINES PROVIDED BY 

THE BANK , AND WITH THE BANK ' S FIN~NCIAL SUPPORT . SUCH RESEA~CH 

SHOULD COVER BOTH , I MPP.OVEMENTS OF DATA O~J INCOME DI3TRIBUT IO~J AMD 

REL~TED VAR IABLES OVER TIME , A~D REFIN I NG OF THE ANALYTICAL 

FROMPJ0:'.1!{ TO ASSES IT . P~OPER COVF.RAG'.'. COULD '?E G IVErl TO THF. 

IMPACT THE BANK ' S LENDING POLICIES UPO~ DISTRIBUTIONAL EFFECTS. 

D!MCO !)£ i"'.t~ I CO , S . ti .-· 

LIC. LEOPOL~O SCLIS.-
. , 
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Income Distribution 

1. Comparative Advantage 

The Bank research program in income distribution has been character

ized by a self-conscious effort to assess research prospects and priorities 

in this area. Early on, a comprehensive overview was undertaken. In 

addition, the Bank has been prominent in stilrulating and pursuing research 

in the subject . The initial Bellagio conference in 1973 and the publica

tion of Redistribution With Growth soon after, and the research of outside 

consultants it has supported has meant a leadership role for the program. 

A conscious strategy, elaborated for and endorsed by the Research 

Committee in 1975, has emphasized three principal sets of studies for 

the Bank itself to prosecute: 

empirical, information-oriented, analyses 

· construction of econornywide models for policy experiments 

· examination of consequences of policy interventions within a 

more limited framework . 

The first two components up to now have constituted the largest part of 

the agenda. 

These priorities were explicitly chosen to conform to Bank opportunities 

and needs. One of the earliest requirements was a better and comparative 

sense of how the income distribution in fact moved and changed with 

different levels of income and growth; what effect public consumption 

might have in rectifying inequalities of monetary receipts; the character

istics and identity of those who were poorest; etc. There was much dis- . 
., 

cussion at that time of iron la,vs of development, inevitable impoverishment 
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and the like, whose factual basis was questionable at the least, but 

which influenced attitudes and policies. An initial compilation of 

statistics on the size distribution was undertaken and published, and 

subsequently used in cross-section analysis. The intent was not only to 

organize the extant data base but to extend it. Two large proj ects were 

financed to exploit substantial survey data available in La.tin America 

and East Asia . These were undertaken in conjunction with regional research 

institutions in both instances . 

These comparative, data-intensive efforts were complemented by 

country-speci f ic research. Among countries s ingl ed out for attention have 

been Taiwan, Thailand, Colombia, Mal aysia, Brazil, and Korea. These have 

been the objects of empirical analysis - the first four - and more elaborate 

modeling exercises - the last three. Malaysia , as is clear from the over

lap, has been a particular focus of interest. In addition to descriptive 

study of the income distribution and its dete1ininants, and the preparation 

of a price-endogenous model to describe the processes, the M.lda Regional 

Economy has been a subj ect of attention, related to Bank project finance 

in the region. 

That the program undertaken was consistent ,vith Bank comparative 

advantage (and needs) i s both clear and insufficient. It is also relevant 

to ask what kinds of research were not undertaken, as well as to examine 

more closely the kinds of specific results obtained in those that were. 

For one, the focus on economywide modeling meant l ess attention to more 

narrowly directed sectoral or regional exercises emphasizing distributional 

processes in more detail . In particular, the rural sector - in view of 
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its contribution to poverty - might have been worthy of more concern. 

Backward regions are another evidence of dualism contributing to aggregate 

inequality whose attributes could have been singled out. _ In retrospect, 

at l east, the gener al equilibrium issues featured in the large and complicated 

models might better have been grappled with theoretically rather than 

empirically. But even prospectively, since one of the principal pillars 

of Bank policy has become the objective of increasing productivity among 

the rural poor, more research directed to even the first-order distributional 

effects of alternative policies might well have been indicated. 

Moreover, these economywide models for Korea and Brazil, at least, 

were not :in fact country intensive , and capable of providing much guidance 

to policy makers . They did not replicate in a convincing fashion the 

behavioral characteristics of the economies in question - in part because 

the general equilibrium approach was a compet:ing style of research that 

detracted from efforts to understand the production relationships, invest

ment behavior, or nature of technological change in those economies . 

Ultimately, these characteristics define the scope for a distributive 

policy as much or more than the second-order interactions that an explicit 

general equilibrium framework allows. Both of those large models instead 

became more academic exercises, skillful and informative, but too complicated 

for evaluation of policy options . The end results were thus not consistent 

with the original rationale for their undertaking. 

So, too, it may be said that the chosen emphasis on the empirical 

side - the cross-section choice - meant less attention to analyzing in 
ii 

detail the experience of distribution changes over time in selected 
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countries , and their sociopolitical content. Instead of compiling and 

organizing various surveys ,- attention might have been directed to historical 

processes , and the considerable role that political decisions have played 

in affecting the distribution as well as the frustrations encountered by 

market diluting effects of relative price changes, scarcities of supply, 

etc. 1he nature of the trade-off between the efficiency criteria 

emphasized by the Bank and other international agencies and the attempt to 

pursue policies to ameliorate inequality also might have warranted more 

concern - particularly by the Bank. 

1he research program, while consistent with the Bank's comparative 

advantage, thus perhaps did not exploit it fully. Equally important, it 

did not anticipate continuing Bank needs. In focusing on income distribu

tion per se, the mandate was perhaps too narrowly conceived. Rather than 

the size distribution - difficult to measure, especially continuously, and 

also difficult to model without simulating individuals - an object for 

more intensive study could have been the shares of particular socioeconomic 

groups . Their average incomes are more easily ascertained from infonnation 

_r elated to production and the national accounts, and can therefore be 

followed more readily over time. Even from surveys, mean incomes of 

particul-r groups can frequently be estimated on a consistent basis even 

though their relative size can be influenced by different sampling 

procudres at different times . 

Although identification of the characteristics of poverty and 
. 

methods for its alleviation haye figured prominently in Bank policy 
~ 

discussion, research in the Division was brought to bear on the issue only 
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modestly. Generalizations about the composition of target groups, their 

constancy over time, the ex~ent of access to public consumption, and its 

varying quality, the elements of such consumption most complementary to 

production, have not been among the topics receiving most attention. This 

has meant a smaller input from the research program into definition and 

meaningfulness of absolute poverty lines, for example, than might have 

been desirable. It has also meant that current discussions within the 

Bank on the appropriateness of a ''basic needs strategy" has not been much 

informed by prior empirical analysis . 

In the execution of the research itself there has not been full 

realization of the potential gains of institutional, as contrasted with 

individual, research : structure emphasizing cooperative and cumulative 

analys is. Much of the income distribution research has seemingly been -- -conducted in isolation. Three large studies using decomposition analysis 

have proceeded using methods that are different and not purposefully. 

No explicit comparisons of the techniques, and their relative advantages 

and disadvantages preceded the choice. Indeed, simultaneous theoretical 

work within the DRC on the measurement and decomposition of the Gini 

coefficient had little impact upon its use in the Taiwan study. Two 

large general equilibrium models were pursued with little intersection and 

mutual l earning. '.fhe Colombia study on public expenditures and income 

distribution made no reference to other survey results for the same colllltry 

being used in another project. 

One of the eAl)lanations for this diversity is the large r eliance _ 
,, 

upon consultants on many projects . There was limited Bank staff involve-

ment in their design and execution. In some cases the research "~uld 
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have been pursued independently of Bank support, and relied only 

marginally upon Bank association for access to data, collaboration, etc. 

1he large external compone~t of the program can be ascribed to a desire 

for early results, and more inexpensively that greater reliance upon bank 

personnel would have entailed. Unfortunately, there were also costs, and 

the benefits of tlllleliness were not in fact attained in most cases. 1here 

were typically longer lags in such instances. 

Examined more closely, then, the structure of the income distribution 

research program has been l ess articulated and exploitative of Bank 
f\..v--\... ~~ 

comparative advantage ~than initial impression, or perhaps export 

rationalization, suggests. Many of these lessons have already been 

learned, and have progressively influenced priorities. Some could 

probably not have been anticipated . Some could not have been acted upon 

sooner because many projects have extended beyond anticipated termination, 

locking the Division into research for which only a dwindling audience 

.r emains . The rapidity with which Bank policy in this area has changed 

has made long tenn research more precarious than at other times or in 

other subjects. Hindsight constitutes a considerable comparative advantage. 

2. Quality 

Q.lality, like beauty, is not independent of the beholder. Objective 

measures are few. Even academic publication is suspect ,J1en the initial 

obj ective was prllllarily to influence Bank and member country policy rather 

than to advance general knowledge. Yet some general remarks are relevant, ,, 
primarily as a guide to the future. 
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A first generalization is that the data intensive research has not 

fared as well as it should have . Many aspects of this question have been 

treated extensively as a separate topic. Here I wish to stress the 

ambiguity of the Bank view about the importance of data. Until it is 

resolved, much of the empirically oriented research will be suspect, in

conclusive, and necessarily unsatisfactory. At one level the Bank compiles 

and issues considerable infonnation; at another it insists that this is 

not its responsibility, but that of others. Mere compilation in a field 

whose statistical difficulties are as thoroughgoing as that of income 

distribution inevitably must lead to making available data of limited 

reliability, comparability and continuity. A serious program must pay 

attention to all three. The careful assessment of the reliability of 

household surveys and censuses in Latin America :runs the high risk of 

coming to naught, despite considerable investment up to now. Unless the 

collection is influenced by the research, and consistent efforts are made 

to replicate the process for successive surveys, an important opportunity 

will have been lost. 

Alternatively, a different framework for data collection (and 

analysis) might be selected, such as one focusing on the shares of 

particular socio-economic groups. But unless the Bank attitutde undergoes 

change, merely substituting a different accounting system will lead to 

little better results. Choices must be made, and also followed through. 

The distribution data, both the _inteIT1ational as well as the regional, 

have been used in two blocs of research. One has been a cross-section 

analysis of the ''U-curve" of income distribution as per capita income 
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varies. It is the most sophisticated of its genre, both with regard 

to its caveats and its carefully qualified conclusions. It is perhaps ,,. 

disappointing ~netheless that other Bank research on real income comparisons -was not utilized more integrally in the comparisons, and that the exercise -was not an introduction to a more serious comparative study of fewer 

countries with more reliable information. The subject is of importance, 

because it raises the larger questions about the trade-off between growth 

and inequality that inevitably influence predispositions and attitudes. Had 

the objective been a study to illuminate that issue, and drawing upon a 

variety of data and results, the research might have been more effective. 

Then the issue of different development strategies could have been 

confronted directly. The parallel series of inequality decompositions 

conducted for many Latin American countries remains devoid of substantive 

discussion of differences among them in the way labor and capital markets 

functioned, or of differences in the relative supplies of skilled labor. 

What might have been a rich comparative analysis among diverse countries 

has been reduced to large scale statistical manipulation that falls short 

of interpretative conclusion. 

'Ihe country study of Taiwan, to take another illustration, focuses 

upon Gini coefficient decompositions of all shapes and kinds over time, 

while failing to look more deeply into the factors favoring the spread of 

rural industry, the diminishing dualism within sectors, the reasons why 

technological change favored wage inc_ome, etc. 

A last example, the distribution of public consumption in Colombia, ,, 
starts with a well defined and relevant policy problem. Yet it too fails 
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to take into account differences in the quality of such services to 

persons in different income strata, although that would seem central to 

the issue. The policy context of deciding upon the distribution of public 

services is absent. Nor does it substantively canpare its rather 

different results with earlier ones, and seek to assess whether the 

services have in fact become more widely available, or whether it is 

statistical artifact. 

Empirical studies necessarily suffer from a certain inconclusiveness, 

,vhether because of the character of the underlying data or the difficulty 

of decisively rejecting alternative hypotheses. What makes for high 

quality is either new and reliable information, or rich insights that 

transcend the statistical manipulation per se. The Bank efforts have given 

too little weight to both. 

The completed research upon general equilibrium models shares some 

of the same attraction to the mechanics at the expense of some basic 

questions. This seems true in three respects. One is the inattention to 

the limitations of lvhat remain "standard" economic models for the analysis 

of the size distribution of income. The basic rules for distributing 

income to persons, as opposed to economic agents, are not an integral 

part of such models. calculation of the distribution then must rely on 

static and nonbehavioral constants that have been computed from earlier 

Census or survey data. Indeed, in the Korea model, for every socio-economic 

group but one, the within-group variance among persons is simply assumed 
. 

unchanged. In the Brazil mode~ this component is excluded from consideration. 

Yet the level of such variance, and its changes can play and have a large 
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role in the observed economywide changes. 

Until the focus is upon individuals, moreover, it will not be 

clear how the permanent, lifetime distribution varies in response to 

economic change and economic opportunity. Changing aggregate measures 

may be consistent with very different profiles of inequality in welfare 

among individuals . The class of models selected for experimentation 

do not attack such questions. 

Secondly, although the models are quite large vy virtue of their 

inclusion of many groups and sectors, what counts for many of the results 

are the macroeconomic specifications, and their effect upon the functional 

distribution . Such models, despite their complexity, seem to equilibrate 

by taking some nominal magnitudes as given, and adjusting the overall 

price level, or the terms of trade, to accommodate real demand and supply. 

Such effects are the basis for much of the potential distributional change 

and its generally limited extent. Whether those processes accurately 

define the structure of those economies is not a decided matter. Yet 

despite its importance it has not been a subject for empirical investigation 

in the particular economies prior to model construction and specification. 

In the third place, too little attention has been paid to capturing 

the differences among sectors (or groups) rather than multiplying their 

number. It is such differences, in the general equilibrium framffivork, 

that permit of distributional changes . The level of the elasticity of 

substitution in the diverse sectors can count considerably over the 

medium term. Model specification largely calibrated to a few years cannot 
., 

adequately assign values, differentiate structures, or accurately decide 
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uponupon the nature of technological change. These questions are partially 

obscured rather than illuminated by the computational complexity of the 

models undertaken. 

It is important to note, however, that these criticisms have not 

only come to be appreciated internally, but that they and others have 

tended to evolve from critical discussion within the DRC. That is, of 

course , a highly useful and positive development. It cancels some, but not 

all, of the disappointment with model results. 

This discussion of the models makes clear a disparity between 

academic and Bank quality criteria. Both projects have lead to published 

results that have satisfied outside references. Yet for internal purposes 

neither successfully was able to subject distribution policy packages 

in their particular countries to believable second-order, general equailibrium 

effects. In Korea increased agricultural productivity apparently goes 

to naught, but largely because the model imposes limited demand for 

output and hence induces adverse terms of trade changed. In Brazil, it 

takes wage increases and inflation to improve the distribution - but only 

because some service incomes are nominally specified, and the consequences 

of inflation are not fully traced through. 

The quality of research has been best - professionally - where 

the proj ects have been small, and the output an intermediate input rather 

than a final product. These have frequently been efforts in which the 

particular interestsof the researcher have dominated and in which the 

proof of the tractability of the problem consfsts in the paper itself. 
~ 

In some cases the research has taken the direct form of more theoretical 
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writing; and in others application has been stressed, but only illustra

tively rather than substantively. These are constributions that are 

publishable and usef1.1l, and advance thinking on a range ?f problems. But 

they are not particular to the Bank or directed imnediately at the various 

issues it is most concerned with. 

Overall, the quality of work - with the prominent exception of 

that dedicated to expanding the data base - compar es favorably with that 

done elsewher e in this field. Bank per sonnel and consultants are, on 

the whole , highly qualified and professional in their r esearch; the Bank 

has attracted a research staff of internati onal r epute . What has not 

emerged, yet, in the field of income distribution, i s seminal research 

that has changed the conception of the field, or an articulated body 

of output that has advanced des i gn of policies to ameliorate inequality. 

Such criter i a may be unfairly rigorous . But perhaps not. To put it yet 

another way, ~1e research product has not consi stently fed into Bank 

policy papers , nor as yet had a l ar ge catalytic impact upon the way 

outsiders have proceeded with their own work. 

3. Articulation 

This l eads directly into the question of the r elationship between 

Bank r esearch and operati ons . Ther e i s an undoubted t ension in that 

associat ion. Some i s inevitable because r esearch activity involves a 

longer per spective , solves few ~nmediat e problems or meet s close deadlines . 

Some disappointment can be expl ained by the l arge role of consultants in 
,7 

income distributi on r esearch. Such per sons have not been on the scene to 

interact informally with other Bank s t af f in operat i onal or r egional offices. 
I 
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Some lack of direct impact, however, also derives from the decision 

to isolate the Income Distribution Division from operations . This has . 

been tantamount to the creation of a small research center, within a larger 
' 

institute on development economics . That has some positive consequences. 

One of the attractions to research staff has been a lively and congenial 

atmosphere in which to pursue their work, and an independence that is an 

important element in creative scholarship. It also makes possible a 

concentration on research that can have an eventual, and sometimes 

indirect, effect upon the way that the Bank conducts its affairs. 

Such an arrangement can therefore be defended. But it is not 

entirely consistent with widely expressed expectations that in-house 

research capacity should contribute to other parts of the Bank more 

immediately. The research product, and its service function, is certainly 

not fully understood, and values not entirely shared. 

This r eflects itself in the style and ext ent of intellectual 

interaction. Despite the institutional structure governing research that 

has evolved, and a variety of requirements that regions and operating 

divisions be consulted at many stages, there is relativel y little effective 

collaboration in the planning or conduct of research. The position 

elsewhere in the Bank is typically one of laissez faire rather than active 

interest; and expressions of disappointment and lack of usability of the 

results is not infrequent. 

In the case of the extensive research on income distribution surveys 

m Latin America, Bank staff in the region wer·e unaware of its output. That 
., 

information should have been helpful in analyzing the recent state of the 
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income distribution and its characteristics for purposes of country 

reports. TI1e international cross-section study carries an academic rather 

than practical connotation, and does not seem to have altered a priori 

views regarding the trade-offs between growth and distribution. The 

economywide models are of modest interest to the com1try desks involved. 

For Brazil , the results are not even a matter for tolerant study. For 

Korea, a virtually completely independent exercise has been m1dertaken to 

construct what is regarded as a more useable analytic tool. These are 

not isolated examples . 

In some cases, more fruitful contacts than these have been established. 

These seem to be based more on personal and informal ties than rule, and 

to vary considerably. Some research results, moreover, m1doubtedly do 

trickle down through the Bank rather than by close reading of working 

papers and direct application of methods or findings . In the instance of 

income distribution research, moreover, there have been few directly 

useful techniques that could be readily adapted. Yet even when these 

links exist, they are not strong and inclusive. Malaysia , a 1nuch-studied 

country in this context, and one where r esearchers and com1try economists 

have gotten on well, is a case in point. While aware of, and keenly 

interested in the economywide descriptive monograph and the model, econo

mosts working on Malaysia were not at all involved in any of the research 

relating to the Muda region. 

Research results that are communicated by formal reports evoke 

limited response. Frequently ~he papers are already sufficiently advanced 
~ 

to be submitted for publication. Earlier drafts do not seem to be widely 
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distributed to those who should be among the intended audience. While 

seminars are held regularly during the proj ect cycle, they tend to be 

technical in orientation and directed internally to the research sector 

of the Bank. This discourages Bank constnners from attendance and partici

pation. Even after conclusion, it is not standard practice to arrange for 

discussion of the research r eport with potential users, motivating their 

interest and possible application. Nor are technical r eports rewritten 

and reoriented so that they might be more easily accessible by putting 

into broader context the problem studied and the r esults obtained. 

No formal requir~nent now exists to present the results of 

research in the particular countries that have been studied, or to disseminate 

techniques that have been employed in one or more countries to others that 

might be interested and able to apply them. While country reports are 

discussed in detail, involving as they do policy strategic considerations, 

research i s not a matter for r egular comnrunication. Again there are 

-exceptions, as in the appar ent close ties with the Malaysian Office of 

Planning. But these again are irregular and dependent upon individual 

and somet imes even personal circumstances. 

Not all r esearch would qualify for such transmi ssion, but much 

should - whether empirically orient ed or more theoretical . The former is 

obviously directly relevant to the country studied; even for selected 

others the findings might motivate parallel research that could and 

should be performed internally. More theoretical advances that relate 

to measurements , say, would q~lify in similar fashion. Such dissemination 

seen~ especially appropriat e for the problem of income distribution 
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where hard internal decisions must be taken, and where a significant 

Bank contribution could consist in improving the quality and expanding the 

resources dedicated to such questions . 

While it is corrunon to place much of the blame on the research 

apparatus for this state of affairs, users cannot be held entirely innocent. 

It is not usual practice to examine research results with care to see what 

may or may not be applicable, even when the focus is one 's own country, let 

alone more general reports. There are few instances in which detailed criticism 

and suggestions are received, or expected, from even a narrowly defined, 

interested set of conStDners. The typical excuse of lack of time is not 

wholly acceptable or convincing. 

It is fair to say that articulation constitutes one of the principal 

concerns that have been expressed, by researchers and users alike. In 

the field of income distribution it has been complicated by the fact that 

the most prominent results have not been of immediate interest . This 

has made the research still more marginal as other, and parallel investiga

tions have been l aunched into urban poverty, basic needs, etc. 

4. Developing Country Experience 

5. The Research Structpre 

Over time, as the general research program has evolved, its 

administrative structure has become more formal and diligent. More careful 
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attention has been paid to pre-Research Corrunittee evaluation, to phasing 

projects involving large expenditures, to assuring that adequate internal 

supervision is available when consultants are employed, etc. Efforts 

were further made to involve the Research Committee in policy decisions 

by requiring a series of overviews of research in specific fields. Income 

distribution was among these. Finally, the evaluation process has been 

progressively formalized to require responses to a small set of direct 

and relevant inquiries. 

It is apparent that these measures have required projects to be 

better defined before they are financed. The Research Committee has even 

created a new category of small grants at the preproject stage to encourage 

more caref-ul specification of methods and results. The vetting process, 

which also has an internal dimension with the DPS, has been effectively 

refined to avoid expenditures that are unlikely to yield useful results . 

The research structure has been able to learn lessons and make modifications. 

What may be questioned, however, is whether that structure can 

positively stimulate research that will be both technically sound as well 

as highly relevant to the Banlc The Research Committee has not played, and 

does not seem capable of playing an initiating role; that responsibility 

has been left to individual researchers and various levels of management. 

Such a perspective lacks full understanding of where Bank policy is 

heading, and what the needs are for more effective performance. Individual 

researchers are not always aware of the particular issues that are recurring 

in different groups of countries, and Hhich could benefit from systematic 

research attention. ,, 
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What also is arguable, at the other end of the process , is whether 

the present system of evaluation, which takes individual projects in 

isolation, is adequate. Looking at the Brazil economywide model alone 

cannot l ead to much more than endoresement of its scientific quality, on 

the one hand, and lament that there was not more interaction with the 

country desk, on the oti1er. Considering that product jointly with the 

Korea exercise, and also in the context of other research being performed 

in Brazil , might induce more thoughtful statements by the relevant originat

ing Divisions and more than a mere technical assessment by the evaluators. 

The present system is geared to the project and project cycle ; an alternative 

evaluation framework could be subject defined and recurrent, independently 

of the particular phases of any individual projects. 

llitside evaluation i s presently employed at the publication phase , 

and not before . Its principal role has been one of quality control before 

external dissemination on a wide scale. An alternative pr ocedure inserting 

such judgments earlier in the process is not a promising solution for 

the principal problems that have been identified . The issue is not one 

of inadequate rigor, and a t echnica-ly deficient staff. Rather , it is 

one of limited personnel resources, 1110dest supervisory capacities, a 

very diversified r esearch agenda, and an imperfect relationship with other 

Bank activities. Outsiders would either skew the objectives of the 

program to the scholarly needs of the field, or interpret the Bank's 

requirements secondhand. Neither is a substitute for internal decision. 
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The encl os ed tentatiive draft presents a critical 

exami nation of the empirical fout dation of i ncome distribution 

r esearch , as exsemplified by samples of published results by 

the Wor ld Bank . Section (E) , pp. 4J-Sl, contains a brie f 

summary , and suggests the diffic ulties in tryi ng to formulate 

defensible implications f or the Bank ' s income-distribution 

resear ch f or t he future . 

November 1977 Si mon Kuznets 
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Income Distribution--The Empirical Foundation 

Simon Kuznets 

I. Introduction 

Income distribution usually implics · a social collective , 

comprising members who contributed to the product and all those 

whose material needs the product is designed to satisfy . The distri

b u tion is of claims (direct and indirect ) to product secured by 

recipient units distinguishable in the population of the collective; 

and differences in real i ncome so secured are of obvious interest- -

for orientation , analysis, and policy application . Cooperation among 

members of the collective in production calls for a view of the income 

dis tribution from the standpoints of adequacy , equity, and productivity-

either currently or in the perspective of growth. Influences of 

income differentials on responses in the supply of labor and of other 

productive factors, on the one h and, and on structure of final demand, 

on the other , suggest analytical interrelatjons basic to understanding 

the economic functioning of the social collective, in the short and 

in the long run~ The variety of policy tools available for modifying 

the income distribution or its effe cts in d e sirable directions , calls 

for adequate inf ormation on the income differentials, so that judg-

ments of shortfalls relutive to accepted goa ls, and knowledge of 

their ana lytical relations to other major aspects of the collective's 

• • 
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economy, can be used to explore policy options available for dealing 

with the shortfalls . 

The social collective used can differ in scope and basis of 

i dentification--from the widest, represented by all of mankind and 

reflecting the growing cooperation and interrelatedness among the 

world's peoples, to groups of countries within world population 

distinguished by geographical or economic criteria , to the narrower 

units of individual nation-states , to groups within the latt er. 

Recipient units can vary from the narrowest and basically indivi

sible, such as a single person , or more realistically , a single 

family household (including one-person units), to significant 

socio-economic or related groups; and some groups may appear as 

recipient units at one level and as social collectives a t another . 

Income concepts can differ , with differing emphasis on productivity 

and on relevance to needs; and on long vs. short-term level s . 

Finally , the approach may stress the full range of the income 

distribution--from the lowest to the highest income per unit ; or 

conce ntrate on a dis~inctive sub-range within it, e.g . on the low 

income groups as loci of low productivity and income inadequacy , or 

on the high income groups as of particula r interest in revealing 

the conditions under which the high income s are s e cured. 
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The differences in scope of the soci al collecti ve , in the 

nature of the recipient unit , in t he concept of i ncome , and in the 

range of the income differentials studied, obviously yield a wide 

diversity of income distributions , full or truncated. The unifying 

e l ement is that it is the individuals or groups of them , the living 

members of society, who are the indispensable recipient units--

the differences in whose productivity or in access to means of 

satisfying material needs are the essence of any i ncome distribution . 

And for our purposes here, of evaluating the adequacy of the empirical 

foundation of the work by the World Bank , and the major d irections 

of its work on income distribution , further limiting choices can be 

made. Thus , it is the less developed countries that should be empha

sized, in terms of the cross-section differences among them a nd of 

differences in growth rates in per capita (or per consuming unit) 

income over time . When we shift to internal income distributions 

within the countries , we can distinguish b etween those that use 

individuals or households as the basic recipient units, and classify 

them by the size of income per unit (referred to , for convenience, as 

size-distributions); and the distributions that allocate income among 

distinctive socio-economic (or relate d) groups, without dealing with 

j l 

the intra-group differences in income (referred to as group-distributions) • 

• • 
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We begin the dis~ussion with (II}--differentials in per capita 

product levels and in recent growth rates among the less developed 

countries , for these differences loom large · in world poverty and in 

the widening gap among the LDCs themse l ves , and the empirical foun-

dation for such comparisons ought to be examined ahead of the review 

of the data base for internal income distributions. We then shift -
to (III)--the internal si ze-distributions, in cross-section and over 

time, estimates used widely in the work of the World Bank in the field; 

and consider the limitations on the supply and quality of the data. 

In view of the apparent difficulties in establishing adequate measures 

of income differentials, or income adequacy , on the basis of the 

available size-distributions, particularly in the LDCs, we conside r 

~ next the possible distributions among significa nt socio-economic and 

related groups (IV}xx--leaving aside the study of single distinctive 

groups s uch as the landless laborers, or small farmers, or the under

employed urban labor force still in adjustment as recent migrants 

from the countryside . The selection of priorities for World Bank 

work in the field of income distribution requires an examination of 

the purposes that such work is to satisfy: the d~fficulties in supply 

and quality of the data and the comparative advantages that the Bank 

may have in research aimed at overcoming these difficulties (V). 

e 

• C If 
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II. Income Inequalities among ·Developin~ Countries 

In a recent report (no. 1674, July 1977), the World Bank 

divides deve loping countries (total population 1.93 billion) into 

five groups, four of them by l evel of GDP per capita, and the fifth 

comprising capital-deficit oil exporters. Omitting the l atter group 

(with a population close to 290 million) and the top income group 

among the others (per capita in 1975 from over 1,000 to 2,000) 

comprising only 62 million, we find that of the remaining countries 

with some 1.58 billion population in 1975, the lowes t group with a 

population of 1 . 00 billion showed a n average GDP per capita of $136, 

and the top (intermediate middle income ) with a population of 0 . 36 

billion showed a per c a pita GDP of $905. Thus , the lowest group with 

over sixty percent of the tota l population had a per capita product 

less than a sixth of the top group with over 20 percent of the popu

lation . This may be wider income inequality than that suggested by 

crude findings for internal size distributions--particularly 

considering that the latte r are inflated by transient elements far 

more than in the country compari sons. 

Furthe rmore , these income inequa lities among the developing 

countries h ave widened in recent years--so that a substa ntial 

proportion of the spread in 1975 (or other recent year ) is due to 

the disparities in growth rates in per c apita product in the decade 

.. 
' 
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to decade and a half back to 19'60 . Using the data for developing 

countries with a population of 10 million or over each in 1975, 

grouping them for 197 4 in the lower income , lower middle income, 

and intermediate middle income groups (as they were classified in 

1975), and using the growth rates for 1960-74 (and other data ) 

given in World Bank Atlas 1976, we find that for 1974 the per 

capita GNP was 132, 314, and 837 dollars respectively, a ratio 

of 6.3 to 1, whereas the extrapolated per capitas in 1960 (in 1974 

pr i ces ) were 108 , 221, and 489--a ratio of only 4.5 to 1. The 

implicit growth rates in per capita product were 1.4% per year for 

the lowest income group, 2.5% for the lower middle income group , 

and 3.9% for the intermediate middle income group (incidentally , 

~ the growth rates in population were 2.3, 2.7, and 2 . 9 percent 

respectively) . Thus, over a third of the total relative spread 

in income inequality among the developing countries in 1974 

(i. e . 6 . 3-1.0 = 5.3) was due to the differences in growth rates 

over the period back to 1960 [i.e. 5.3 minus (4.5 - l.~ = 1.8 ]. 

Finally , one should note that per capita GDP or per capita 

GNP is, even given adequate basic data for estimation, a poor appro

ximation to supply of means of satisfying consumption and other needs 

of the population. It is not only that the numbers of consuming units 

may differ substantially from the numbers of people, given internal 

age and sex differentials. More important is the inclusion in aggre

gate product of government consumption (only part of which is of 
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direct service to the needs of the population) and of capital 

formation. Approximate data , this time from the United Nations , 

Yearbook of National Accounts Statistics, Vol. III, 1975, indicate 

t11-at for Africa (ex. South Africa )private consumption expenditure 
> -per capita grew from 1960-62 to 1972-74 at the rate of ~ly 1.0 ) 

percent per year , whereas GDP~r capita gre at 2~ercent and 
) \ / 

government outlays a~nt. While this outcast may be 

affected by inclusion in the African total of oil exporters , we 

find that for Asia (East and Middle South), the growth rate of per 
> 

capita consumption expenditures was, for the same period , only 1.5 

percent , whereas it wa~ 2 . 0 percent for per capita GDP and 2.9 

percent for per capita government outlays . Interestingly e nough, 

tit / for the Latin Ameri can group, with its distinctly higher per c apita 

/i j product among the developi ng countri es, the growth rate in per capita 

consumer expenditure was as high as 3.0 percent over the period , 

about the same as the 3.1 percent for per capita GDP and higher than 

the growth rate in per capita government outl ays of 2 .6 percent per 

year. The implication of these crude figures is that over the span 

from 1960 to 1974, the growth rate in per capita consumer expenditures 

among the low income developing countries was further below that for 

the upper income developing countries, the differentials in growth 

rates for this important component of product being greater than in 

the growth rates of aggregate product per capita. Thus, the gap in .--
consumption per capita may have widened appreciably more than the 

- ----.---------
~ gap in product per capita. 

.. . ., 
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The purpose of these brief note s is to emphas i ze that inter

nationa l inequal iti es in income per c apita, even if limite d to 

developing countries and neglecting the gap vis-a-vis the developed 

regions, are an importa nt component of the income distribution 

problem, and of world absolute and relativ e poverty. Thus, the 

appraisa l of income distribution studies at the Wor l d Bank should 

include the appraisal of its work in thi s part of the field . While 

I am inhibited in contributing to such an appraisal by a question 

as to whether it is within the terms of ref erence , and by the sheer 

magnitude of the t ask . Two sets of comments seem appropriate. 

(a} The firs t raises the question as to where within the 

Bank's research program on income distribution is the work on 

international income inequ a litie s , which would take account of 

variant concepts of the total (aggregate product , c onsumption 

inclus ive flows to consumers from government, etc.} , of the 

r ecipient units (differences between persons and consuming units 

etc. } , proper conversion of currency totals to purchasing power, 

taking into account the proper total and the components of it tha t 

are in kind. The topic of international income inequality is 

touched upon in just one chapter in Redistribution with Growth, 

a chapter that provides a singl e table based on the Bank's World 

Atlas but fails to advance our knowledge substantial l y. There is 

repeated reference to this inequality in Mr. McNamara ' s recent 

annual addresses ; and there is, of course , r eference to it in the 

• . C 
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annual prospects and projection reports , at least in the one 

published in 1977 and quoted a t the start of this section. And , 

of course , there is the major study by Kravis and others, on 

international gross product a nd purcha sing power, to which the 

Bank has contributed generously. But has there been, in concen

tration on internal income distribution and its presumable changes 

in the course of growth, an attempt a lso to examine more intensively 

the internationa l comparisons , experimenting with different measures 

of consuming units, aggregate consumption , and approximate purchasing 

power differentials in cross-section and in movement over time--

to provide a better framework for considering the implications of 

differential growth rates among the developing countries (and the 

latter and developed countries ) as compared with possible differe nces 

in internal distributions and their changes over time ? Have there 

b een systematic studies within the Bank, attempting to explore the 

factors that would account for low growth rates for some d eveloping ---------------
countries or groups of them, a nd high growth rates for others? 

These are questions to which I have no answers at present: yet 

they should be considered in thinking of the research program of 

the World Bank on income inequality and poverty problems. 

.. . . 
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(b) The second comment relates to the quality and adequacy 

of the data for international comparisons of aggregate product, 

and its major variants, parti cularly among the developing countries. 

Here, the first impression is that the developing countries are l ess 

developed not only in capacity to attain high levels of output per 

worker or per capita, but also in the capacity to generate adequate 

basic data on population and aggregate product; and perhaps more 

important, have only limited numbers of data-oriented scholars whose 

critical use and evaluation of the data in their relevance to 

properly defined economic concepts, is an indispensable step i n 

the continuous improvement of the data framework . The reasons for 

this situation need not be detailed here , but they clearly lie in 

what might be called statistical and analytical implications of 

underdevelopment for quantitative knowledge about the countries 

affected. And the problem is clearly aggravated by two other trends . 

'e first is the dominance of deve loped countries in formulating 

the statistical and economic conce pts and accounts, with resulting 

u.:..:n:s~u:.::i:.:t::.:a: b~i .:::l_:i:_:t~y:_:o: f:_-_:::s:_o:m:e:__:o:::f::__..=t ~h~e::!m:!-=f~o~r""--...\.t ... h.,.e.......,c....,a~u ......... d .... i .... t""'i~o.:.Jn~s,:!._~DCs apd 

omission of aspects important in the latter . The s econd is increasing -"politicization" of the supply and use of data, which may be involved 

in domestic conf licts ove r policies or in international confjj.cts over ---
contributions a nd aid; with the pressure of group and country interests 

resulting in ge neration of data and estima t es that are bricks without 

straw, and possibly biased to boot. 



e 

- 11 -

This is not to deny the enormous contribution made by the 

striking acceleration of bas~c population and economic data the 

world over during the last two to three decades--an acceleration 

that becomes obvious when one compares the compilations of demo

graphic data and national economic accounts and their components 

available now in the publications of United Nations and its various 

agencies , or in the World Bank and IMF , with what was available 

before World War II under the aegis of the League of Nations or 

other international institutions. But it is also true that with 

the rapid spread of statistical reporting and estimation the world 

over, the supply, even if we exclude Communist countries some of 

which treat basic data as secret weapons hidden behind a blackout 

curtain , is of highly uneven coverage and quality . Any adequate 

use of them requires critical examination; and for many analytical 

purposes a ruthless exclus ion, if various tests do not allow for 

removal of major deficiencies. 

Turning now to the work of the World Bank on international 

comparison of product and growth rates among the developing economies 

(and others ), one may asswne that a great deal of work and country 

expertise has gone into the estimates that have been published . But 

one has to judge on the basis of what was published , and I shall 

center my comments on the World Bank Atlas, perhaps the most widely 

used and quoted Bank publication . 

I l 
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The latest available to me , for 1976, contains estimates of 

population (mid-1974 ), GNP at market prices in US$ (1974), 

and per capita GNP (1974)--plus, most important, growth rates (% per 

year ) for 1960-74 and 1965-74 for population and GNP per capita. 

These valuable data are given for 55 countries in AFrica , ranging 

in population from Nigeria with 73 million to the Scychelle Islands 

with 56 thousand ; 39 countries in Asia, ranging in size from 809 

million for Mainland China to 116 thousands for the Maldive Islands; 

35 countries for Europe , r anging from USSR with 252 million to 

Gibraltar with 28 thousand; 30 countries for North a nd Central 

America, ranging from the USA with 212 million to the Canal Zone 

with 45 thousand; 1 3 countries for South America , ranging from 

Brazil with 104 million , to Fre nch Guiana with 58 thousand; and 

finally, 10 c ountries in Oceania and Indonesia, ranging in population 

from Indonesia with 128 million to New Caledonia with 1 32 thousand. 

This is a t otal of 182 countries . If we omit the small countries, 

of less than 1 million population each in 1974, the total is still 

of 125 countries , ranging in population from Mainland China to 

Trinidad and Tobago, and with respect to per capita GNP in 1974 

from US$7,870 for Switzerland to US$70 for Lao PDR . What does the 

publication tell us about the quality of the data and the methods 

of obtaining the comparable dollar GNP total s and per capitas , and 

particularly the growth rate of product per capita, for this enor

mously wide collection (I am omitting the appended table on 1973, 

1974 , and 1975 on population, GNP, and per capita)? In considering 

.. 
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this question, one should note that the World Bank Atlas provides 

estimates of per capita product and of growth rates in the latter 

for a period as long as from 19 60 to 1974 for many more countries 

than those for which such per capitas and particularly growth rates 

are provided in the United Nations Yearbooks of National Accounts 

Statistics , or in the OECD Research Center r eports on the ac~ounts 

for developing countres; and that there may be discrepancies among 

all these three sources relating to the same country arid p e riod. 

Thus, the data in the World Bank Atlas presumably reflect the 

distinctive experience a nd data of the World Bank . 

The technical note in the 1976 Atlas discusses largely the 

conversion to comparable dollars, a nd r efers to the valuable study 

by Kravis et a l , on internationa l purchasing power comparisons, 

already noted above . But there is no discussion of methods of 

estim~n or of 'lJ.@lity of the data . The only specific refe rence -
to the l atter i s a note attach ed to some o f the coun~ry entries 

r eading " Est imat e s of GNP per capita a nd its growth r a t e are 

t entative " {I am quoting from the tab l e on p . 5, which covers 

1 25 countries, each with a million or more population and s howing 

GNP per capita and the growth rates ). Of the 125 countri es in the 

table just r eferred· to, 22 c o untries are so marked. But 15 of these 

are Communist countries , all of which appear to have been put in the 

tentative category. Of the market economies only 7 are so classified , 
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all of them developing countries (Sudan, Yemen AR , Lesotho, Burundi, 

Rwanda, Somalia, and Bhutan). All of the remaining 103 countries , 

most of them LDCs, are shown undifferentiated with respect to the 

firmness of the estimates of population, GNP, and the growth rates 

in them. Yet it would not be difficult to select a number for which > 

the data base is relatively weak, and for which the growth rates are 

proximate indeed . One obvious drawback of such an undiffe rentiated 

and bare presentation is that the critica l users , knowing of the 

serious weaknesses of the estimates for many countries , a re likely 

to extend this impression also to firm estimates ; while the wider 

public i s likely to exercise indiscriminate use of estimates so 

indiscriminately presented . 

The comments above should be amplifi ed, a nd t e sted , by 

reference to other issues of the World Atlas , and other Bank publi

cations of international data on per capita product and growth rates 

in the l a t ter . But they suffice to sugges t three questions . 

The first is whether it would not be possibl e and desirable to supply 

to the wider circles of interested scholars and students the results 

of the accumulated experi ence and knowledge with in the Bank , which 

has been used to derive the estimates of levels and growth rates--

by revealing supporting evidence of more general interest, indicating 

judgments as to differences in reliability and rough magnitude of 

possible errors , and the like? The second is whether , in the light 

of serious limitations on the validity of many estimates , now 

• 
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presented without any qualifications, it serves a useful purpose to 

aim for encyclopedic and universal inclusiveness , and i n full country 

detail? Granted that for some internal uses in the Bank it may be 

better to have a rough approximation to either aggregate levels or 

to recent growth rates, need it be released for general use if the 
~ --------------- ---~-~-

approximation is rough indeed and if the small size of the country 

does not warrant major efforts to i mprove it? Third , the World Atlas ---i s, at present ,- a--;-b- a_r_e_ c_o-=1;-:1:;-e- c-;t -:i-o_n_ o_f-;:.--,;d-e"'7t_a_1_l_e_a-nrbles, with only 

geographical groupings , and little analytical discussion of differing 

trends or interesting aspects of comparative growth. Is there any 

regular, widely available publication of the Bank (not including 

Mr. McNamara's annual address) that would contain such a discuss i on 

t a nd the underlying data? I am raising these questions in the possible 

view that the role of World Bank research and publication is not only 

to serve the needs of its operating staff, but also to help formulate 

the general orientation of Bank po l icy and to inform the general 

public of scholars and interested persons, thus assisting their 

understanding of the major problems of growth and welfare in the 

developing countries. 

. 
• C 
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III. Internal Size-Distributions of Income 

As indicated , the term in the title r efers to distributions 

of an income aggregate among recipient units , the l atter classi fied 

by the size of their inocme. These units may be households usually 

predominantly family households, ranging from one to several persons; , 

or individual income r ecipients, whether generally defined by r eceipt 

of some minimum amount of i ncome or limi t e d to r e cipients among the 

economically active population . It i s such data that have been 

largely employed in the research and publications of the World Bank 

on income distri bution . Our concern h ere is foremos t with the 

adequacy of the data base , the coverage and quality of the data 

r e l ative to the concepts of recipient unit and income that should be 

employed. One may state at the outset that the data requirements , 

for a prope r coverage of the d i stribution of income , free from 

transient disturbances and of the effects of different phases of 

the life cycle of income , among r ecipient units that are comparable 

basic family household units with a llowance for their differing size , 

and with neede d adj ustments for purchasing power differentials among 

various distinct groups of such units within the.economy, are highly 

demanding . The result is that adequate measure of such distributions 

a re difficult to s ecure eve n for develope d countries . One can expe ct 

a varie ty of non-comparable es timates , deficient in many respects , 

requiring critical scrutiny and dive rs e experimentation to reduce 

non-comparability, and extreme caution in deriving differentials 

claimed to be significant. 

4 
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In view of the wide range of the difficulties with the supply 

and quality of size-distribution data and estimates , and of the 

dominant use of the latter to secure our knowledge of internal 

income inequalities, it may help to indicate the several problems 

that will be touched upon in the discussion that follows. These 

are problems of: (a) inadequate international coverage of the data 

and estimates; (b) errors in those estimates, relative to what they 

claim to cover; (c) disparities between the recipient units in the 

distributions and the ones required for analysis of income inequali

ties associated with economic growth; (d) disparities between the 

concepts of income and its variants used in the distributions and 

those required in proper analysis. The discussion will necessarily 

b e incomplete for any of the proble ms touched upon, but it is 

important to cover the full range of difficulties . We conclude 

by (e ), reflecting on the effects of limitations of the data on 

some of the findings. 

(a ) Redistribution with Growth (1974, designated Source-A) 

contains in Table I.1 perhaps the most comprehensive cross-section 

of ordina l income shares from size-distributions of income for 66 

countries , 5 of them Communist and almost two-thirds of the rema ining 

deve loping market economies . The compilation by Shail Jain , 

Size Distribution of Income (1975 , designated Source-B) provides 

income shares , measures of aggregate inequality, and a few other 

measures , for 71 countries, 6 of them Communis t. A more recent 

cross-section , in M.S. Ahluwalia , Inequality, Pove rty, a nd 

.. • 
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Development (World Bank Reprint Series , no. 36, 1976, designated 

Source-C) covers 60 countries, selected almost wholly from the 

Jain compilation, the choice having been "dictated by particular 

judgments about the reliability of data in some c ases" . (p. 339). 

This list contains 41 developing market economies , 13 developed 

market economies , and 6 communist countries. We shall not discuss 

the Communist countries, since both the data base and the institut

tional arrangements for them involve major incomparabilities with 

the freer market economies--concealing costs (and returns) so 

different from purely economic as to shift any attempt at proper 

comparison to a different level of discourse. * 

The large number of market economies for which size-distributions 

e could be assembled and compared suggests a weal th of data . But this 

e 

impre ssion is dissipated when the lists are examined , e ven if we 

disregard for the moment the errors and conceptual deficiencies 

that remain even in the data of the selected 41 developing market 

economies in Source C (see Table 8, pp . 34 0-41) . The first observation 

is that some major developing countries in important regions are 

missing . Thus,. for Subsaharan Africa , Source-C fails to cover the 

more populous countries: Nigeria, Ethiopia , Zaire, Sudan, let alone 

South Africa (which, by its over-all per capita income would belong 

to the developing group). And were we to possess a proper typology 

of developing countries, we might find other important omissions 

for some type-classes within them. Second , the size-distributions 

refer each to a single year , with few rela ting to a time span 

* See next page. 

. ' 
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* Another publication of the Bank that contains ordinal income 

shares (and Gini coefficients) for a number of countries is the 

Chenery-Syrquin monograph on Patterns of Development, 1950-1970 

published for the WB by Oxford Press, 1975. Two sources of such 

data are given . The first, used for the scatter diagram relating , for 

55 countries , the income shares of the lowest 40 and highest 20 percent 
• J 

to per capita GNP, for 19 65 (Figure 12, p. 62 , and discussion on pp.60-63); 

and for income shares of the same ordinal groups in the last two columns 

of Table S-4 , pp. 196ff covering some 52 countries (including Yugoslavia, 

but no other Communist country) is an August 1973 Discussion Paper 

no. 4, by Shail Jain and Arthur E. Tiemann, " The Size Diitribution 

of Income: A Compilation of Data" (seep. 187). This apparent pre

decessor of the Jain compilation (Source-B) contained according to 

another r eference, data for 66 countries (see footnote 14 , p. 60 ). 

We assumed that the data coverage was similar to that now in Source-B . 

The other source , used for income shares in Table 16, p . 103, 

covering some 34 countries and showing , in addition to ordinal shares 

a lso Gini coefficients--is given as Redistribution and Growth , pre

sumably the shares as given in Table I.l of this source. But a spot 

check reveals some puzzling discrepancies . Thus, for Ivory Coast the 

shares in Table 16 are 17.5 and 55.0 percent respectively , in Table I.l 

for 1970--10.8 and 57.1; for Malaysia 17.7 and 43.9 in Table 16, and 

for 1970 in Table I.1--11.6 and 56 .0. The discrepancies, for these 

and a few other countries, may be due to different dates , but one 

would have to check further. 

Since the coverage in the Chenery-Syrquin monograph is not unlike 

that in Sources A and B, no further detailed examination of the income 

distribution data in this monograph seemed necessary. 

• • 
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(e.g ., Lebanon for 1955-60) . The dates vary widely within the period 

from the mid-1950s to 1971 . Thus of the 41 developing countries in 

Source-C, in which we are most interested, 10 countries are covered 

by estimat es relating to years from 1955 through 1960; another by 

estimates relating to years from 1961 through 1965; and 22 countries , . 

by estimates within the time range from 1966 yo 1971. Since the 

estimate of size-distributions can be affected not only by transient 

elements peculiar to a particular single year , but also by changes 

over time--even in relation to the changing per capita product in 

constant prices--there is an e l ement of uon-comparahility in a cross

section comparison i~the ~imates are spread over a time 

range as long as one and a half decades . 

But the most serious limitation in the s upply of s i ze

distributions is revealed not in Source-C, which fails to contain 

inter-temporal comparisons for one and the same country (but discusses 

some temporal implications of the major cross-section comparisons). 

It is to be seen in Source-A, in which Fig ure I.l (p . 14) presents 

a graphic comparison of the growth rate in the income share of the 

lowest 40 percent with that of GNP--for 18 countries, of which 13 

are developing market economies; and Table II.l (p.42) which shows 

growth rates in the income of ordinal groups for 13 countries, or 

12 developing (excluding Yugoslavia). This is a rather limited · 

sample; and even were we to assume full statistical comparability, 

the short stretch of the interv a l (six years a nd not more than ten) 

combined with the possible differences in transient elements in the 
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t erminal years may mean that temporal trends in income i nequality, 

if any, could not be easily discerned. Such scarcity o f time series 

relating to size-distributions of income in developing countries, is 4 

a ma jor gap in the supply of data--significant even if we were able 

to adjust fully for any incomparabilities in inter-temporal comparisons 

of such estimates as are available . 

(b) Size-distributions are usually estimated from sample studies 

of hous e hold income (or/and expenditures ) or census income questions. 

Under c ertain but limited conditions, they c an be derived from the 

national accounts data using industry-factor income cells or other 

components that l end themselves effectively to a size-of-income array . 

But given the usua l source , the commonly observed result is that the 

totals of income and components so derived tend to fall appreciably 

short of comparable totals in the national economic accounts; and 

the shortfalls are both substantial and significantly different in 

relati ve magnitude among different income components associated with 

diffe r ent l evels within the income distribution . 

Since the results of the intensive study by Dr. Oscar Altimir 

and his colelagues at ECLA, "Income Distribution Estimates from House

hold Surveys and Population Censuse s in Latin America: An Assessment 

of Reliability (Bank Staff Working Paper, November 1976) are avai l able , 

there is little need to l abor the point further here (see especially 

chapters VII and VIII, Summary of Findings , and Main Consequences 

for Income Distribution Ana lysis). The wide incidence of major 

shortfa lls in the sample and Census income da ta, with differences 

in rela t i ve shortages fo r var ious income type s, is not limited to 

Latin America. In another World Bank study, by Sudhir Anand , 

, . 
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Size Distribution of Income in Malaysia (manuscript , fa l l 1977 ), the 

author states (Chapter III , p. 22) that the "mean household income 

estimated from the Post enumeration Survey (for 1970) is M$264 per 

month · • . . and the degree of under-statement in PES income relative 

to the National Accounts is on the order of 25% . " Then the author 

adds: "Although this might seem quite large, it is in fact not 

particula rly great by the standards of household surveys conducted 

i n LDCs." Indeed, he adds , it is "onl y fractionally" greater than 

the understatement in surveys in developed count ries , and refers to 

a paper by Mr. Sawyer, "Income Distribution in OECD Countries" , 

,OECD Economic Outlook July 1976 (which I did not consult) . My 

own work on the data for Taiwan also revealed large shortfalls of 

the family income and expenditure survey totals relative to the 

comparable totals in the national accounts . 

Even close agreement between the two sets of totals, of the 

survey-census base underlying the size-distribution estimates and 

of the national accounts, is no ground for assuming that there was 

no understate ment (or overstatement) within the size-distribution: 

tJ0 it may mean that the shortfalls and excesses at different ranges 

within the total roughly offset each other. This applies to any 

pair of totals, whethe r they be for comprehensive income or con

sumption aggregates, or for subcomponents such as wages and salaries , 

entrepreneurial income, and the like. Thµs within wages and salaries, 

a close agreement in totals may still mean that partial omission for 

of workers at above ave rage level of ,-,ages and s a ar1.e -- that the 

.. . . 
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actual distribution is distinctly more unequal than that measured 

and estimated. And even a substantial shortage in the survey total 

relative to the national accounts agg regate does not fully eliminate 

the possibility that there was, in the survey, over-representation 

of some groups , only partly offsetting undercoverage of others. 

Still, granted that close agreement between the size

distribution and national account totals is not a full guaranty 

that the measured disparities in the former reflect properly the 

true income inequalities, a substantial shortfall (or excess) of the 

\ former totals relative to the national ccounts is justifiably a 

matter of concern . The implication is of major errors in either 

one, or both, sets of totals . If, for obvious reasons; one tends 

to assume the error in the sample or census data on income , either 

because of inadequate weights by which the sample has been converted 

into ·nationwide totals or because of misreporting by the sample or 

Census covered units, the crucial questi on that arises is whether 

it is possible to agjust for the effects of such errors on the 

major findings·that the uncorrected distribution reveals . Shortages 

of as much as 20 to 25 percent of nationwide income totals, if they 

be so common among the results £or developing countries, imply 

adjustments that can substantially modify the ordinal shares and 

affect international and intertemporal comparisons. Presumably - -it would be desirable to attempt in each case a t est comparison 

b~n the f~dings of the sample or census data o~ dis-

tribution with the comparable totals in the national accounts , and 

.. . .. 
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then experiment with various ways of making the reconcilia tion , 

by adjustments in one or both sets of totals--rejecting the 

inferior data if no adjustments can be devised and the over- al l 

discrepancy is too large to permit valid inferences as to sig

nificant magnitudes . But this is a difficult unde rtaking. The 

publications of t he World Bank in the fie ld recognize the problem, 

when unadjusted estimates are used in cross-section o r intertem

poral comparisons , and present some arguments that still justify 

these uses o f non-comparable estimates . But it would be best to 

co nsider these arguments after we have reviewed the other problems , 

r e l ating to the definitions of recipient units and of income 

whose distribution is b e ing studied. 

(c) The present subsection deals with scope of coverage 

and the recipient unit of the size- distribution used in the Wor l d 

Bank cross-section comparisons , in So urces A-C already referred 

to. 

We begin with findings of a comp arison of scope and 

recipient unit in the s i ze-distributions used in Table I . l of 

Source-A with the information on these distributions provided in 

source-B. We again exclude the Communist countries ; and find 

tha t of the 61 market economies in Table I.l, one (Madagascar) 

is not reported in the Jain compilation in Source B. Of the 60 

market economies , the size distributions f0r which are i denti

fiable in both sources , the check reveals that the coverage is 

short of national for 8 countries , with some ques tion about the 

9th. For Argenti na , Burma , Dominica n Republic, Greece , and Iran , 

the coverage is either of the capital city alone , or of urban 

only ; for Guyana , Sierra Leone , and Uganda the re are major 

geographical or group exclusions . For Thailand (1970), source 
-• 
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B shows distributions for rura l and urban households separately , 

but not toge ther; and the o r dina l shares shown in Ta b l e I . l are 

close to those for the urban distribution in the J a in compilatio n . 

For the s e 9 countrie s the re is an unknown e l eme nt of non-comparability, 

associa t e d with limitation of cove rage , rela tive to the distribu-

tions f o r othe r countries with full n a tional coverage. 

For the r emaining 51 countries, the size-distributions 

are for the following type s of r e cipient units , using the termi

nology of Source -B: households - -25 countrie s; income recipi ents--

12 countries; economica lly active population--5 countries; total 

population, a rather v ague category--6 c ountries ; and per c apita--

1 country (this being the United States , the reference ind icating 

a combina tion of the distribution among una tta ched ind ividuals 

with that among families reduce d to a pers on basis ). The dominant 

groups a re the n of distributions among house holds , or among 

r ecipie n t s --whe ther a ll, or among the economically active 

popula tion . 

A check on the data b ase o f a mo r e recent summary of 

cross-se ction e vide nce o n s ize dis tributions of income, in 

M. S . Ahluwa lia 1 s paper on "Inequ a lity , Pov e rty and De vel opme nt," 

i n Journa l of De ve l opment Economics 3 (1 976 ), pp . 307-342 

(Source C) ind ica t es t hat of t he 41 d e v e l opi ng c o untrie s only 

2 , Uganda a nd Guyan a , relate t o a n area or group s hort of the 

nati onal t otal; t hat of t he r emaini ng 39 develop ing c o untrie s , 

the d istrrbutio ns in 1 6 countr i e s are amon g households ; the 

distr i bution s among income r e c ipi e n ts , o r e conomica lly active 

popul ation , o r t ota l popul a t ion cove r 7 countri es each; a nd for 

2 countr i e s the distributi ons are fo r per capi ta i ncome . Wi t h 

the distributions for the 1 3 devel o p ed c o untries b e ing among 

C 
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households for 8 and among income recipients for 5, the distribution 

for all 52 market economi es , with 24 distributions among households, 

and most of the other among different variants of personal income 

r ecipi ent, is not unlike that for the 51 countries in Table Il 

(Source-A) described in the preceding paragraph . 

Before commenting on the problems of cross-section 

comparisons of size distributions using a mixture of types of 

r ecipient units of the kind just observed, one s hould note a 

problem with the lack of adequate information of these various 

types of recipient unit in the Jain compilation. Thus , the 

descri ptions of the type designated "Population" (p. xii ) 

provides no clear view of it; and the difference between unit 

types designated PC and PCH (p . 6) if any , i s not clear . No 

information is provided on how the "income recipients" are 

defined, particularly with respect to family members working 

and not receiving any cash income; or with respect to female , 

young, or old persons who may be receiving minor income amounts. 

This failure to be explicit about various important ~spects of 

definitions in the size-distributions reported in the Jain com

pilation will be noted below for other important components . 

With respect to the possible results of a mixture , in 

one comparison , of size-distributions of income employing different, 

and conventional , recipient units , two comments can be made . First, 

-. ' 
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the difference in recipient units may result in different ordinal 

shares for the same country and year--with a marked tendency for 

distributions among income•recipients to show wider inequality 

than for those among households . Thus, if we distinguish within 

Table I.l of Source A the 25 countries for which the distributions 

use household units (Group I) from the 26 countries for which the 

recipients units are individuals (Group II ), we find that the 9 

countries with low income (below $300 GNP per capita in 1971 prices ) 

in Group I show a n average share of the lowest 40 percent o f 14.2 

percent in the total income ; whereas the 12 countries of Group II 

in the low income category average, for the lowest 40 perc ent , 11.2 

perce nt of total income . A similar comparison of the 10 countries 

in Group I with the 5 countries in Group II that are i n the middle 

income bracket ($300 to $750 per capita GNP ) yield average shares 

of the 4 0% lowest of 13. 4 a nd 8.0 percent of total income r espectively. 

For ·the 6 countries in Group I and the 9 countries in Group II tha t 

are in the highest per capita income class ($750 and over ) the 

average shares of the lowest ordinal group are 17.1 and 14. 2 percent 

respectively. · Disparities in ordinal shares of the lowest group of 

units within similar ranges of per capita income of this magnitude--

a fifth to four-tenths of the larger of the other shares--are too 

wide and too consistently in one direction to be neglected . 

• • ' 
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Second , and perh aps mo re important, neither of the widely 

used types of unit , whether household or individual income recipient 

worker, stands for equiva l ent groups of dependent consumers. House

holds differ in number of members , and the dis tribution that classi

fies households by i ncome per household would n aturally show a 

signific ant positive correlation between size of household and its 

income--so that lower household income i s associated with a smaller 

household , a smaller number of persons dependent upon that income. 

But the same is like l y to be true o f the size-distribution among 

individual income r ecipients . The earners or recipients of lower 

incomes , dominated by part-time work~, secondary l abor supply , 

and the like , tend to be associated with fewer dependents on that 

income than the high individual income recipients, more represen

t a tive of heads of families and of ages i n the life cycle where 

both income and n umber of dependents are likely to be large. It 

follows that ordinal shares , say the lowest 40 percent of house

h olds or of income recipients classified by income per household 

or per recipient , represent shares of population (whether person s 

o r consuming units ) that are distinctl y below 40 percent ; whi le 

the shares of the top 20 percent of households and income recipi ents 

represent those of more than 20 percent of population or of 

consuming units . Conseq ue ntly, if we retain the grouping of 

households b y income per household, and then a llow for the 

differences in average number of persons per house hold in the 

i I 



- 29 -

successive income classes, the income differentials are reduced 

in magnitude. Thus , for Taiwan in 1972, the range in income per 

household, unadjusted, was from 0.3 to 3.6, with the TDP (sum of 

differences in percentage shares in income and in households) at 

42.2; with the adjustment the range narrows to one from 0.55 to 

2.58, and the TDM measure shrinks to 30.6 (see my October 1976 

paper in Economic Developme nt and Cultural Change Table 12, pp . 41-2). 

Yet for another country , the result can be quite different . Thus, 

for the Philippines in 1970-71, the range in the unadjusted income 

per household was from 0.17 and 6.62, and the TDM was 69.2; whereas 

with the adjustment the range narrows to one from 0.20 to 5.48 and 

the TDM declines to 62.0--a much smaller effect than in Taiwan. 

But s uch adjustments of class averages of house holds 

A grouped by income per house hold are not a proper approximation 

{l to the distribution of p ersons by income per person. To appro-

ximate this distribution in cases where the household is the 

recipie nt unit, one would have to convert the income entry for 

each household (or narrowly defined groups of them by size ) to 

income per person (or per consuming unit)--an operation that is next 

to impossible if the r ecipient unit is an individual for whom the 

number of dependents is not given. It is only then that we can 

group the per capita or per consuming unit income entries by their 

level and derive ordina l income shares for groups in the population 

(viewed as the tota l in the households, either as persons or as 

• • 
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consuming units). For the few countries for which an attempt was 

made to shift in this fashion from the distribution among house

holds by income per household to a distribution among the popula

tion in the households by per capita income of households , it was 

found that the smaller households t ended to show larger per person 

income than the larger households (both grouped by size); and , in 

consequence , the very identity of the low and top groups of house

holds changed from the conventional size-distribution among house

holds to one among persons obtained in the conversion. Even then 

the results of the latter have to be adjusted for transient income 

elements and di fferences in phase within the lifecycle of per 

person income for the family or household unit- -a problem with the 

income concept to be noted in subsection (d) below . 

It follows from the comment just made that it is impossible 

to pass from the conventional size distribution among households by 

income per household, to groupings of population (of persons or of 

consuming units) by income per person or per consuming unit--

without elaborate conversion of the type suggested. And such 

conversion would be even more difficult in any shift from the distri

bution by individual income recipients by income per recipient to one 

of income among the population by income per person or per consuming 

unit. The results of a full conversion , when feasib l e , for say a 

conventional size distribution among households may yiel d findings 

similar in direction and magnitude to those from comparisons of 

.. 
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conventional size distributions; but one cannot say without 

attempting such conversions for as many countries as the available 

statistics permit. 

This comment affects not only Table I.l in Source A and 

the size distributions in Source C, but also the uses of the original 

shares (and inequality measures ) in other applications. Thus it 

relates to attempts to use the conventional size-distributions to 

identify people below poverty lines, or deficie nt in associated 

consumption levels, or, constituting the rich at the other extreme . 

Even disregarding the advisability of employing equivalent con

suming units rather than persons, and of stressing, at least as an 

alternative , the distribution and l evels of consumption rathe r than 

of income , the need of adequate adjustme nt to sh ift £rom households ----
and income recipients, is indispensable. Hence, it is puzzl ing to 

-----
find in Table 1.2 of Source A (p. 12) estima tes of the proportion 

of population (presumably of persons) below "poverty" l evels of pe r 

capita income. Despite assertions in the text, it is difficult to 

see how it was possible to approximate s uch proporti ons in the 

population, "by combining income share data .. .. (pre surnably in 

Table I.l, SK) with total income estimates obtained from national 

accounts." (p.10). Or, t o put it differently , such estimates were 

possible only on an invalid ass umption that the number of dependents 

per l ow income households (or l ow income recipient ) was the same as 

for the average and h e nce high income household or income r e cipient . 

.. . . 
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The same criticism applies to any identification of the shares in 

households or among income recipients with shares in population 

classified by per capita or per consuming unit income; and thus 

relate, if I follow the procedure , also to the Reutlinger-Selowsky 

monograph on Malnutrition and Poverty (World Bank Staff Occasional 

Paper, no. 23, 1976, particularly Appendix B, pp. 56-70). All work 

on poverty and basic needs must face, in addition to other problems, 

the conversion of conventional size distributions to shares of pro~ 

perly defined units (presumably equivalent consumer units) in the 

appropriate income totals. 

Another important application of the comments above is to 

the identification of ordinal shares of households (or income reci

pients} with those of persons (or consuming units} classified by the 

size of their income in intertemporal comparisons of the type pre

sented in Figure I.l, p. 14, and Table II.l, of Source A. If the 

dispariti es in numbers of persons or consuming units per household 

or per income recipient, in different conventional size classes 

change over time--as it well may in the course of economic growth 

and associate d .changes in family structure--what appears to have 

,\~ been a shift in the conventional size distributions may prove 

v illusory (or confirmed but in substantially different magnitude) 

/ when the proper convers ion is made. 

One shoul d note at this juncture that in the case of 

inter-tempora l comparisons there are additiona l major difficulties. 

These may be d ifficulties of attaining adequate statistical com

parability among two or more samples over the span of time; of 

. . 
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adjusting for the differences in transient characteristics of the 

two or more years being compared, assuming that the data on 

recipient units and income relate to single years rather than to 

averages over several; and, analytically most important, the 

difficulty of establishing the extent of mobility over time of 

recipient or dependent units in and out of the lower or upper 

ordinal groups. This is partly associated with the effects of 

transient, short-term e lements in the income distribution, one 

encountered in particular with income levels but applicable also 

to the structure of the household; but it raises the bigger ques

tion as to how many of the poor and rich of today were among the 

poor and rich of, say, a decade ago . Clearly, wide mobility among 

properly defined ordinal classes by properly defined income per 

properly defined recipient unit would lend an entirely different 

meaning to comparisons across time of the shares of the poor and 

the rich than would be ascribable under conditions of complete or 

relatively complete lack of such mobility. 

Before concluding the brief discussion of the difficulties 

in passing from the conventional size-distributions among households 

or income recip ient to those among population by income per person 

or per consumer unit, one other comment must be made--although it 

raises a problem even farther rea9hing than the ones noted. It . .._ ___ _ 
should be clear from the discussion that family household is the 

most acceptable among the variety o in the 

conventional size-distributions, because it is the family that 

.. . " 

J 



- 34 -

represents the basic group of persons sufficiently related by 

blood and marriage ties (or adoption) to warrant expectation of joint 

decisions on at least some significant economic choices--relating 

either to supply of labor, use of other assets, and allocation of 

income and consumption. But almost all the available statistics 

define the hous e hold, including family households, by location in 

the same place--with only rare exceptions for including dependent 

members living elsewhere ( like students away from home ). This tie 

to common residence , which is required to obviate major statistical 

difficulties in identifying family composition when members live 

apart , raises a major question. This question is, to quote a 

recently completed paper (on "Sizes and Age Structure of Family 

Households: Exploratory Comparisons," to be reproduced as Center 

Discussion Paper by the Yale Growth Center ) "as to the significance 

of joint residence in terms of family decisions on economic choices; 

and the question is brought into sharp focus by the finding that in 

the developed countries in recent years, over half of a ll the hous e 

holds were one or two person units , heavi ly dominated by men and 

women in advanced ages and secondarily among the young--whereas 

similar proportions among the LDCs were well below 10 perce nt for 

the two small household groups ." One may add that for the LDCs the 

question is a lso relevant in view of the possible interrelations 

among distinct (by residence) hous eholds large as each may be , because 

of greater preservation of blood ties , or of tribal affinities. 

. , 
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The question thus applies to blood-or marriage related separate 

households, r egardless of their size. To quote again: "If in 

the course of economic growth the parental pair stays in agri

culture, and suffers a decline in relative (if not absolute ) 

income, while its offspring, having migrated to the city , 

secures in the longer run a higher relative economic position 

for its household , do we view this as emerging inequality among 

households, or do we combine the two households in a cluster on 

the ground of sufficient community of economic interest? " 

The question obviously does not admit of an unequivocal 

answer,in absence of detailed information on the decision processes 

in so related separate households. Yet the broader concept of a 

family as a blood-and marriage-related group that makes joint 

economic decisions, continuously or intermittently (but the latter 

on major economic choices ) , is important as a general background 

against which to evaluate advantages and limitations of recipients 

units emp loyed in the conventional size-distributions of income. 

Some recent trends, such as the rapid morcellization of family 

households in the developed countries , and such institutional 

aspects of family structure as prevai l in some of the diverse 

groups of developing countries , strongly suggest the need to be 

aware of the consequent limitations of the conventional recipient 

units--over and above the lesser problems with which we are more 

familiar and experimentation with which is now feasible for a 

number of countries. 

-' 
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(d) This sub-section deals with the problems involved 

in the definition of the income total that is distributed among 

recipient units in the conventional and available size-distribution . 

In attempting to evaluate the supply and quality of the estimates 

in this particula r respect as used by the World Bank in the cross

section or othe r distribution analyses , we are stymied by the absence 

of information on the income concept in the major compilation (Source 

B), l et alone in Sources A and C (as well as the Chenery-Syrquin 

monograph). It would be possib l e to go back to the original sources, 

and identify in each case the precise scope of the income total, or 

the variants of it , used; but such a laborious task is not feasible . 

Under the circumstances only two observations relating to 

the income-total aspects of the size-distributions used in the 

several World Bank sources already conside red can b e made. The 

first is that there must h a ve been some differences in the scope 

of income totals used among the size distributions for different 

countries or for differe nt years . We know that for some countries 

(e .g. the United States) sample studies of family and household 

incomes are limited to cash income and exlcude income in kind; that 

for other countries households are grouped by total income r eceipts 

including gifts and transfers from other households (e.g. Taiwan): 

and so on. Hence , the multi-country cross -sections in Sources A 

and C must include elements of non-comparability in the definitions 

of the income totals, in addition to those involved in the use of 

different types of recipient units; but how l arge such elements of 

non-comparability are, we cannot tell at present . 

.. 
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The second observation suggests that the size distributions 

for few countries, whether developed or dev~loping, would be based on 

the use of income totals that would satisfy the analytically desirable 

criteria. These criteria relate first to the completeness of coverage 

of the income , in its inclus ion of both cash and income in kind; of 

fact~ receipts as well as flows from gove rnment and othe r institu----tional sources, as well as the compulsory drafts that may be imposed 

by them; and also of receipts and transfers among households in so far 

as they reflect the ties of common interest among separate households 

of the type noted above. The criteria relate next to what might be 

called the time level of the income reported and uased, as distinct 

from the time level desired for many analytical purposes. This 

refers to the need to eliminate or damp transient, short-term 

components in annual income , and to adjust for the effect of 

shorter phases of the lifecycle income path of the recipient unit. 

In the third place, the possibility of substantial differences in 

purchasing power between the rural and urban recipient units, and 

within these large groups, between the lower and higher income 

groups, has to ·be considered . And, f inally, one should note again 

for inter-temporal comparisons , the possibility of mobility of 

recipient units among the distinctive size-classes, even when 

distinguished by comprehensive estimates of long-term secular 

income l evels adjusted for inter-group differences in purchasing 

power. hdmittedly, these criteria are a counsel of perfection ; 

-• • 
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but there is value in formulating the analytically desired income 

totals, if only to induce experimentation designed to provide a 

better notion of the magnitudes involved and a better unders tanding 

of the kind of basic data needed if questions implicit in the di s

parities between the conventional data and those desired are ever 

to be answered . 

Numerous illustrations of this second observation could 

be provided , both from the World Bank documents and from scholarly 

publications elsewhere. But one may hope that the points made are 

sufficiently clear; and we can turn to considering the impl i cations 

of the difficulties with the supply and quality of data for some of 

the aspects of the work on size-distribution at the World Bank . 

(e) The discussion above relates solely to the weakness 

of the empirical foundation provided by the conve ntional data on 

size distributions of income among households or among income 

recipients. The comments should not be misinterpreted as denying 

the value of emphasis on the distributive aspects of economic growth, 

particularly in developing countries; of the ingenuity with which 

the work i n the· field by the World Bank attempted to distill findings 

from disparate data , with some caution that increased progressively 

as the limitations of the data became more apparent; of analysis of 

distributive implications of different structural aspects of growth 

illustrated by relatively simple models employing notional but still 

plausible parameters; and of trying to introduce into project 

• . 
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appraisal and other service operations of t he World Bank sensitivity 

to poss ible i mpacts on internal income inequality . But one is l eft 

/ With the question wh ether much more experimentation and selective 

treatment should have preceded (rather than followed) the kind of 

stocktaking and generalization that were exemplified in the empiri

cal summary of the size distributions of income of the type provided 

in Sources A and C, or in publications r e lating to poverty , or in the 

compilati ons exemplified by Source B. 

The puzzle is that many of the limitations of the data used , 

relating particularly to the nature of the recipie nt unit and defini-

------tion of income , were recognized by the authors. Yet the natu_r ___ a~i---

infere nce from such limitations , in the direction of experimentation 

with different reci pient units , different income totals, scrutiny of 
-------------

the disparities between the sample totals and the comprable totals 

in the national accounts , <:.£itica J reje~ of some country data 

as r esting on too weak a basis , and retesting the findings in t e rms 

of the results of such experimentation , was apparently not followed . 

The reasons given do not appear convincing. In commenting on the 

weakness of the data , the discussion in Chapter ~.l , Source A, 

states: "lve assume that until b e tter data become available , cautious 

use of exisitng data--with all its limitations--provides some pers-

pective on the nature of the problem ." (pp. 5-6) . The ope rative 

word i s "cautious"; and one may legitimately argue that such 

cautious use demanded far more experimentation , adjustment , and 

selection than was supplied--all of them relating to the basic 

- ~--- --- --
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definitions of recipient unit , income total, time span of coverage, 

etc.--and feasible by scrutiny and use of data for various countries 

already available at the time. In the later, 1976 paper , by Mr. 

Anluwalia referred to above, the summary of the major limitations 

of the data in Appendix Bis followed by that stateme nt that 

''our estimates of income distribution are subject to substantial 

measurement error. In defense of the use of such data for cross 

section analysis we have only the familiar excuse: the presence 

of random error in the data serves only to hide cross-country 

patterns rather than to generate spurious patterns." (pp. 341-342). 

But the assumption that the error was "random" is hard~ compatible ---= 
with what we know about effects of inadequate ad justments for size ---------
of household and phase in the lifecycle as judged by age of hous e -

hold head, of the effects of transient income disturbances on the 

inequality spread of size -distributions based on annual data rather 

than·on approximations r e flecting longer-term levels, and the like. 

The effects on the observed income inequalities relative to what 

one can surmise would be the case for data more in conformity with 

the conceptually required distributions are large. It is precisely 

because the major errors are substantial and not random that one 

would have wishe d for a more explicit treatme nt of the major diffi-

culties, using the data tha t we re available, even if they be limited 

to a few countries. 

.. 
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The same comment ~pplies to the Jain compilation 

(Source B) the Foreword to which indicates tha t the data are 

presented as "essential raw material for quantitative research 

on an extremely important topic.'' (p. vii ) . The question is 

whether the material presented is adequate for quantitative 

research , even as raw material ; or whether additional informa

tion on income definition, s ize of the sample, more information 

on the t ype of recipient unit and the procedures involved , and 

even reference to original sources rather than to secondary 

sources (for several countries ) should have been added, to render 

the compilation more usable by a r easonably competent analyst. 

One may wonder whether a closer scrutiny and r e jection of a number 

of shaky estimates (which could be listed , but with the data omitted) , 

and more of useful information on the data included , would have met 

the needs of furthering quantitative research far more than the 

present compilation; and whether the failure to provide such 

selection and information may not result in uses of the readily 

available ordinal s hares or inequality measures that would be 

more misleading than enlightening. 

The discussion of this problem of "non-comparability 

of an unknown nature in the estima tes " in t he September 1976 

evaluation of the size distribution work program (Dubey Panel) 

(para 5, p. 2), indicates indecision as to how such non

comparability could be reduced. The judgment of some members 
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of the panel that further scrutiny of the underlying data would be 

advisable was countered with the statement that 11 the number of 

countries for which data were compiled would have been drastically 

reduced if it was necessary to provide information of this kind. 11 

But this argument does not apply to the kind of experimentation 

that could be done for a number of countries with already 

published data , with some inferences for the scope and character 

of the comparisons that would then follow. Nor is it clear that 

a large collection of non-comparable data is to be preferred to a 

smaller collection of data with non-comparability elements greatly 

reduced. 

The argument for greater selectivity and experimentation 

with the conventional size-distribution of income data is not made 

on the ground that the r esults are likely to modify substantially 

the few findings a lready derived on differences in internal income 

inequality among broad groups of countries , or on the time pattern 

of such income inequality associated with phases of economic growth. 

Given a variety of biases in different directions, one cannot tell . 

The understatement of income in the sample or Census data on income 

would suggest that the observed distributions understate income -------~ disparities; the use of short-term income with its"" transient and 

phase~ecycle components would suggest a substantial over

statement of inequality in longer-term income levels; the failure 

to adjust for differences in purcha sing power may result in the 

• > 
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measured distributions overstating the real income disparities; 

and the conversion from distributions among households or income 

recipients by income per HH or IR to distributions among persons 

or consuming units may or may not change income inequa lity, while 

changing the identity of units at the lower and at the higher 

income levels. The outcome is far from certain; nor, in absence 

of firm comparative costs, can one urge that a major priority be 

assigned to this difficult task. 

Yet one could argue that if findings from weak and non

comparable data are being claimed, it would be intellectually 

comforting to observe the effects of greater selectivity and 

experimentation, even if observations be limited to a few countries. 

Perhaps more important, such a task , if pursued, would involve learn

ing about significant aspects of the data in relevance to a variety 

of analytical concepts--learning indispensable, if there is to be 

much improvement in the future supply of more reliable and relevant 

data. This last comment bears not only on the data relating to size 

distributions of income, but also to important components in the 

national economic accounts, the weakness in which may be revealed 

in the explorations; and the improvement of which would be required 

to assure the usefulness of the accounts for a variety of other 

major analytical and policy-oriented applications. 

) 
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IV. Group-Distributions 

These are distributions of aggregate income i n the country 

(or another collective) among groups of households or income r ecipients , 

distinguished within total population--by criteria other than the size 

of i ncome per household or similar unit. At a broader level , the 

income differences among countries discussed in Section II above 

(differences in per capita income among developing countries) can 

be viewed as part of a group distribution i n which the groups are 

populations of the different countries distinguished . But we are 

concerned in this section with internal group-distribut ions alone, 

internal to each country. The criter ia may be the soci o- economic 

characteristics , of the head of the household or of the individual 

income recipient ; or they may be based on distinction among regi ons , 

otherwise known for significant differences in per capita income 

and in e conomic structure; or among ethnic or racial groups, of 

interest because of socio-economic differentials among them and 

of the consequent conce rn about changes in their income shares . 

One should note that while the formal criterion of income per 

ultimate receiving unit is excluded , thus obviating many of the 

problems of interpr eting size-distribution data, the group classi

fications noted above, and ordinarily used , all have significant 

income-differential implications. 

-( • 
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The distributions of income among groups of the type 

noted possess several advantages as compared to the conventional 

size-distributions. First,' the groups, because of their already 

known characteristics, usually based on a substantial empirica l 

foundation, are far more revealing than the relatively anonymous 

s i ze-of-income classes, which in a conventional size-distribution 

reflect the joint effects of a confusing diversity of demographic , 

economic , social , and personal factors. This is parti cularly true 

of groups for which economic and social char acteristics identify 

the effect on them of , and their participation in, the process of 

economic growth ; so that knowledge of the latter would l ead to 

analytically based expectations of ch anges in the income a nd size 

shares of these groups . Second, since we deal here with averages 

for large collections of individual households or income recipients , 

t he purely stochastic effects of using annua l data on the income 

levels (and sizes) of the households would be eliminated ; and 

differences in the lifecycle phases of the members of the group 

would be greatly reduced, if not completely eliminated . There 

will be similarly damping effects on differentials between persons 

and consuming units , and on problems relating to mobility of units 

among income classes, mentioned above in connection with the con

ventional size-distributions . Third , the group classifications , 
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particularly those based on socio-economic characteristics , 

(but also regional) would permit easier ties, and hence r econci

liation with , the national economic accounts than the more 

anonymous size-distributions ; and indeed, the production-

sectoring of the national accounts and the sectoral attachment 

groups among households provide the obvious locus of the linkage . 

Finally, since the socio-economic, or ethnic , or r e gional groups 

stand not only for different l evels of per unit income and different 

economic structures , they also stand for different conditions of 

life; and make it easier to identify the differences i n markets and 

purchasing power differentials needed to shift from nominal to r eal 

income disparities. Indeed , the value of socio-economic , or regional, 

or in some cases of ethnic grouping , is so great for ,better orienta

tion within the total size-distribution that very few of the sample 

of Census data on the latter fail to distinguish some groups within 

the population aggregate ; and attempt to provide separate size

distributions for at least the major groups . 

To be sure, group distributions presenting averages of 

income per some relevant unit for a number of socio-economic or 

related groups within the population do not escape several of the 

many limitations noted above for the conventional size-distributions. 

If the sample-or Census-based estimates of the latter yield totals 

that fall appreciably short of comparable totals in the national 

accounts , the same shortage will affect the group means derived 

• . 
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from the same data . Yet , because of greater specification and 

closer ties to the sub-aggregates in the national accounts , the 

attempt to reconcile the group-means with the national accounts 

would be far easier than the attempt t o reconcile the size- class 

means in the conventional-size distribution with the countryside 

totals . Likewise , the group means would still have to be related 

to the average size of the household (either in terms of persons 

or of consuming units , but here the identification of the groups 

in the sample , and , in particular , in the Census data (quite often 

i n the regular census of populati on) would make the derivation of 

group means on a per person or per consuming unit basis far easier . 

The same comment can be made on the distinct possibility that the 

group means may be affected by such transient elements in the year ' s 

income as touched upon large groups (rather than stochastic effects 

on individual units) . For if , l et us say, there was i n the given 

year a poor crop , r educing average income s of the large group of 

farm households below normal, knowledge of it and allowance for it 

ca n be far more easily secured than for s tochastic disturbances. 

Finally , even the problem of shifting from nominal to real income 

differ entials can be more easi ly handled for income averages for 

l arge and economically distinct groups that for size-classes of 

households, unidentified except by the size of their annual nominal 

income . 
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Of course, the group distributions, as defined here , 

involve loss of information in intra-group income variance and 

differentials; and thus miss the coverage of the poor (or the rich) 

within the groups. But the balancing of such losses against the 

gains of avoiding the inescapable limitations of conventional size 

distributions should be made , while recognizing that the group 

means provide easily complementary information of much interest 

and value; also , one must not underestimate the extent to which 

the group means, with adequate definition of the groups , can capture 

the major causes of income inequality within the country. To 

illustrate : agricultural-nonagricultural household averages of 

per person income can differ, in nominal terms, in a ratio of 2.5 

to 1 in a less devc lored country like Taiwan (or higher in a 

number of Latin American developing countries ) . The typical 

spread between per unit income of the lower 40 p e rcent share 

and the uppe r 20 percent share, in size-distributions of LDCs 

summarized in Sources A and C, is from 0.35 (i.e. a total of 

14 percent) for the lower ordinal group to about 2.5 (i. e . a 

tota l of 50 percent) for the upper ordinal group, a ratio of 

about 7 to 1. But this range is greatly exaggerated by the 

effect of short-term and phases-of-lifecycle components in the 

annual incomes used--and, all other conditions being equal, the 

spread in long-term levels of income will be substantially 

narrower, perhaps not much above 4 t o 1. Furthermore, having 

begun with a limited group classification , provided by the 

) 
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usually ava ilable stat~stics, one may find it possible, for the 

larger groups the inte rnal di s tribution of which is particularly 

' 
importa nt, to di s tinguish subgroups , using other statistical sources. 

Thus , it may prove possible to distinguish within the large group 

of agricultural households subgroups b y size of the farm's 

productive acreage--not i nfrequently available in special size

distribution sample studies, or in Ce ns us data in conjunction 

with othe r income revealing inf o r mation . 

The comments above on the advantages of group-distri but ions 

reflect a limite d experience; a nd wide r experimentation with this 

approach is likely to reve al more diffic ulties than were noted here. 

But in view of the major deficie ncie s in the supply of data and 

qua lity of estimates on the si ze-distribution of income , particu larly 

in the developing countrie s, and the long and enormous task involved 

in overcoming the se limita t i ons, an attempt to ma k e greater use of 

the group-distributions would seem to be warranted. This is the 

case a ll the more, because of the apparen t ly greater abundance of 

relevant data. These a r e found not only in a lmos t all r e sults of 

s ampl e or Census studies of size-distributions ot income. In 

addition, the periodic censuses of population provide valuable 

statistics on demographic, occupational, and other economic 

characteristics of various groups in the population , and also 

usually of various groups within the economica lly active or 

l abor force component of total population. The r e is also periodic 

reporting, in addition to the census , on occupational, industrial, 

employment structure of the labor force, which can often be clearly 

a 
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associated with the industrial or occupational structure (usually 

the former) of the factor incomes in the national economic accounts 

(as has already been done , among the World Bank publications. in 

the Chene ry-Syrquin monograph on Pa tterns of Development; and as is 

presumably being done in attempts to arrive at "social matrix" 

accounts in some of the Bank studies under way, with which I am not 

familiar). But such associations can be carried through for indivi

dual countries; and for ma ny of them over substantial time spans, 

to reveal intertemporal changes. To be sure, inter-sectoral 

differences in factor incomes per member of labor force are 

several links away from differences among incomes of households 

grouped by sectoral attachment of head, and reduced to a per person 

or per consuming unit basis. But such inter-sectoral disparities 

are an important contributing factor to income disparities among 

economically-distinctive groups of households; and one can use 

sample derived information on structure of househo l ds to try to 

build the links. Meanwhile,the relative abundance of data on 

economic structure of the labor force and on economic structure 

origin of factor incomes, in terms of country and time coverage , 

warrants more emphasis on their possible contribution to study of 

internal income differentials than appears to have been given to 

it in the World Bank's work in the income dis tribution field. 

.. 
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These comments on the relative abundance of data, for some 

countries extending over a substantial span of time, could be repeated 

for data relating to regional or sub-national political units: or, in 

some countries, to ethnic and racial groupings . Such data are par

ticularly likely to be available in those developing countries, and 

there is quite a number of them, in which regional-state differences 

or ethnic-racial disparities are substantial; and are clearly 

perceived by the related groups in the country's population 

(a perception that explains why data on these differences were 

collected to begin with). Hence, any analysis relating to internal 

income-disparities that goes beyond recognition of the material 

differences and their implications, to the perception of the dis

parities and their possible effects on policy consensus, would 

naturally place heavy emphasis on such group differentials, more 

emphasis than on the much l ess revealing income disparities in the 

conventional size-distributions. But regardless of these additional 

aspects of such group-data, their apparently abundant supply pro

vides another avenue of approach to internal income distribution, 

in cross-section and over time. One suspects that the work on the 

country reports in the World Bank utilizes these data and touches 

upon the problems of the type suggested above; and so do income 

distribution studies of individual countries (e.g. the Anand study 

of Malaysia). But the possible availability of such data for 
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multicountry cross-sections, and particularly for observing the 

time trends for an adequately large number of countries , is 

pparently still to be explored and exploited. 

V. Summary and Implications 

Before considering the implications of the discussion in 

Sections II-IV for possible priorities in the World Bank research 

program on income distribution , we attempt to review briefly the 

salient points. These refer to the empirical foundation of the work 

on income distribution ; and their critical tone is a reflection of 

the many weaknesses in the data and estimates , particularly on 

internal size-distributions. These weaknesses are deep-seated 

in the economic and social structure of developing countries; 

overcoming them is necessarily a long process , partly contingent 

on social development associated with economic growth; and they 

havi not been fully overcome even in the developed countries. 

Whether the use of such weak and deficient data is justified by 

the urgency of the problems upon which they may still shed some 

l ight , and the· extent to which such use should b~ preceded by 

adequate experimentation to remove or reduce the most significant 

shortcomings and induce caution in drawing inferences , are matters 

of judgment. The judgments advanced in the discussion above h ave 

been illustrated rather than proven; but they may be useful never

theless as those of an outside observer viewing some of the work 

of the World Bank in a larger setting. 

.. 
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(1) In any concern with world poverty and income i nadequacy, 

the international differences in per capita income among the developing 

countries themselves , a nd the striking differences i n growth rates 

ove r the last decade and a h a l f to two decades among them , loom large. 

The magnitude of such international diffe rences in levels of per capita 

income and consumption is as wide as , and may even be wide r than , that 

observed among ordinal groups in size distributions of income p r operly 

define d a n d measured for long-term income levels . Hence, it seems 

unwa rranted to argue that "absolute poverty" •• . continues to degrade 

the lives of some 800 million human beings in the d eveloping worl d, 

in spite , (my underscoring ) of the r e latively r a pid growth of t heir 

national economies " (Mr . McNamara's Foreword to the Chenery-Syrqui n 

monograph of 1975 ) . One could reasonably claim that absolute poverty 

was , in l a r ge part but not wholly, associated with the l ow growth 

r ate of populous developing countries in Asia, low relative to 

that in many other developing countries. 

( 2 ) The r esearch program of the World Bank on income 

distribution has put little stress on international income i nequa

lities and on the contribution of differences in the growth rates 

in per c apita product. The reference publications on the l a tter 

topics, e . g. World Bank Atlas, contain a rich collecti on of data 

on a large number of countries , the results presumably reflecting 

the Bank experience in its systematic work on various developing 

countries and regions . But unless major sources of reporting on 

such experience , in the way of indicating the differences in 

) 
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quality of the estimates, experimentation wi th various totals of 

population (persons, or consuming units) and of income, have been 

overlooked , little of the rich experience has been communicated 

in a systematic way. Thus, the changing background of international 

differences, even among the developing countries, has not been 

fully surveyed to provide the framework within which internal income 

inequalities (the o"thcr factor in "absolute pove rty") could be 

considered. 

(3) The data and estimates relating to internal (intra

country) size-distributions of income, the major body of data used 

in the World Bank research and publications on income distribution, 

are beset by major weaknesses, p articularly for deve loping countries. 

The coverage of some regions, particularly in Africa, is poor, even 

for single year cross-sections; but far more important is the extreme 

scarcity of comparable time series that would permit observation of 

trends in the size-distribution of income--in association with 

different rates of aggregate growth--for a representative sample 

of developing countries. The quality of the data, in t e rms of 

accuracy, for the available sample or census derived estimates, 

is poor, as revealed by l arge proportional shortages in income 

totals, when related to comparable totals in the national accounts. 

And, to complicate the problem, the relative shortfalls differ 

substantially for different types of income, and thus presumably for 

differe nt levels in the observed size-distributions. The size

distributions are usua lly provide d either among households grouped 

by income per household, or among individual income recipients, or 

} 
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among the economically active population. The difference in 

recipient units affects the comparability of the size distributions ; 

but, more important, the recipient units used represent bundles of 

dependent consumers of differing size and have to be properly 

adjusted for such differences in size before they can reflect 

properly income disparities among persons or among equivalent 

consumer units. The income is reported in accordance with different 

concepts in different sample of Census data; but more important than 

t h e resulting heterogeneity is the fact that income is usually 

reported for a single year (or even a shorter time unit ) , and it 

has to be adjusted for effect of transient components and difference 

in phases of the lifecycle of income , and for the likely differences 

in purchasing power among groups at different levels of nominal income, 

before one can observe the distribution among persons or consuming 

units by the long-term levels of their real income. In addition, 

there are unresolved problems of association of interest among 

separate households who, despite different r e sidence, are connected 

by blood-and marriage ties that might make for joint economic decisions; 

and of internal mobility of household units over time from one income 

group to another, so tha t the poor and rich of today may not have been 

the poor and rich of a decade ago. 
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(4) This long list of deficiencies in, and hence problems 

with, the supply and quality of the data and estimates relating to 

the available internal size-distributions of income, was discussed, 

but only briefly, in Section III. These deficiencies affect all 

work in the field; and the research program of the World Bank only 

just began the effort of measuring some of the shortfalls (in the 

study of them in the Latin American data, and in a similar project 

dealing with a narrower range of country data for South East and 

Middle South Asia ) . In its cross-section comparisons and in the 

limited inter-temporal comparisons, the published work of the Bank 

suffers from a mixture of weak and non-comparable data, little 

tested by experimentation , even if limited to a few countries 

and even if adequate only to emphasize greater caution against 

reliance on the inferences that one can draw from such an inade

quately r eflected universe. The broader finding s may , or may not 

be, greatly affected by the needed experimentation, and likely 

revisions ; but one cannot tell until the results of such additional 

explorations are at hand. 

(5) Internal distributions of income can be studied not 

only by allocation of income among classes defined by income per 

household or other recipient unit, but by allocation of income 

among groups--distinguished by socio-economic characteristics of 

) 
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households or by the r~gion of residence, or by ethnic-racial 

characteristics. Such group-distributions may be limited to 

comparisons of group-averages , thus omitting intra-group variance 

of income and obviating many of the problems with the conventional 

size distributions. Despite the omission of a substantial com

ponent of total income variance, such group distributions can be 

far more revealing than the conventional size-distributions , 

particularly if the groups are distinguished by socio-economic 

characteristics that bring them in close tie with the industrial

occupational structure of factor incomes in the nationa l accounts . 

And with greater abundance of data on the average levels of demo

graphic, social , and economic characteristics of such , and related 

groups , a significant insight into the cross-sectional, and 

particularly temporal aspects , of internal income distribution in 

association with economic growth can be secured. This parti cular 

approach has not been pursued in the income-distribution research 

at the World Bank as actively as it might have been, considering 

the major deficiencies of the availab l e size-distribution data . 

In q.Sking now what implications for further work in the 

income distribution field--including in the latter international 

differences in per · capita product (or variants of it) among the 

devl eoping countries themselves--are suggested by the discussions 

in Sections II-IV and the brief summary just presented, one 
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obvious answer would stress the need for more explicit treatment 

of the international disparities, with variant definitions of 

population and product and more groupings and analysis relevant 

to the possible sources of the striking differences in post 

World War II growth rates; the need for greater experimentation 

and testing, already initiated but must in its beginning , explora

tions intende d to deal with the multiple deficiencies in the 

conventional size-distribution data and estimates available ; and 

more work on group-distributions of income, not necessarily 

aimed at the ambitious task of disaggregating national economic 

acocunts by distinct socio-economic groups , but handling the 

wealth of varied data more free l y , with special emphasis on con

tribution to insight into changes in distributions over time . 

But these suggestions, in themselves, constitute a major 

and costly research program, costly not only financially but in 

time and the absorption of scarce human resources. It is not 

obvious that either the World Bank ' s view of itself as a research 

center, or ~mparativ~advantages, warrant undertaking such a 

---program. At any rate, the decision should involve a view of the 

World Bank comparative advantages: the role of its research 

program; and the promise a nd weight o f the v a rious research 

suggestions advanced relative to other claims on the Bank's 

research resources. 

.. 
• 
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The comparative advantages of the Bank lie in its close 

contacts with a number of developing countries; the accumulated 

country experience of its field and other country staff; and its 

financial ease , certainly as compared with such other international · 

agencies as the United Nations. But there are some disadvantages. 

The World Bank is under restraint with respect to publication of 

country or even comparative reports unless there is agreement on 

the part of the countries involved . The main concern of the Bank 

is its l ending activity, which naturally and warrantedly absorbs 

the major energies and resources of its staff. The role of what 

might be called basic research , i.e. solidly founded analysis of 

economic and social patterns of behavior is inevitably equivocal 

in what is largely an operational agency . 

These comments are not intended to suggest a negative 

reaction to long-term research programs in the World Bank, but 

rather the need to think through the major purposes pursued and 

to appraise the conditions and possibilities for their fulfillment. 

The comments a~ise partly out of puzzlement as to why in the 

published work on income distribution by the Bank staff (even if 

released in collections of papers etc.) the obvious tests and 

experimentation, possible with the then and now available data , 

have not been applied; and, for that matter, why a wealth of 

country estimates of per capita product and growth rates have 

been released without adequate indication of their sources and 

• • • 
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degree of solidity. I t is difficult for an outsider to appraise 

the situation and the conditions that may have contributed to such 

' 
handling of research findings ; yet such an appraisa l is needed to 

permit judgment of the t ypes of r esearch that can be undertake n. 

One may grant freely that t he emphasis in the Bank r esearch 

and publica tions (and particularly in Mr . McNamara 's speeches ) on 

internal income distribution has aroused interest in the problem 

and l ed to sensiti zing the Bank lending policy to effects on 

various income groups within the country . But one may ask whether 

such emphasis on internal si ze-distributions and on faulty and non

comparable data was needed to s timulate interest in world poverty; 

or succeeded in providing the Bank l ending operation s with relative ly 

firm guidance . I have no answer to the second question, except deep 

doubt as to how manipulation of faulty data could h ave yielded 

r eliable guides . On the first question, one may note that, given 

the wide disparities in per capita product among the deve loping 

countries (let a l one between them and the developed regions ), as 

well as the differences in growth r ates between the low income and 

the higher i~come LDCs , there shoul d have been n9 difficulty in 

recognizing the problem of world poverty--without a variety of 

necessarily faulty-data on size d is tributions of income The l ow 

per capita level of product or of consumption in many LDCs meant 

necessarily that negative transient elements (e .g. , a poor crop) 

would, in its effect on the lower income groups, jeopardize supply 

of means of subsistence with limited recourse to any accumulated 

assets; and it also meant that with even moderate internal inequa lity 

a 
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in l onger-term income l evels among various groups, there would be 

substantia l proportions of the latter at or below poverty levels. 

Also, any hypotheses as to poss ible widening of internal income 

inequalities in the early phases of growth and of rise in per 

capita product could be weighe d in terms of the interplay between 

the rise in product and the likely decline in the income shares of 

the lower ordinal groups, which in conditions of substantial growth 

in per capita income would hardly yield a decline in the absolute 

per capita levels of the lowe r income groups. And a decline in 

relative standing, if largely of political significance and likely 

to r elate to shift in income shares well above the lowest, would 

have to be examine d by a nalysis and data to which a conventional 

size distribution of income could contribute little . Given this 

view of the dominance of international disparities in the absolute 

poverty area , and the relevance of adverse shifts in the internal 

dis tribution l argly to cases of substantial growth in per 

product, i.e. as disruptive accompaniment of vigorous 

growth, it is not clear that the re was a justified urgency to 

emphas ize internal income allocations that would warrant hasty 

compilations a nd inferences of the type made. 

Under the circumstances , all one can do is point to the 

weaknesses of the empirical foundation of the size-distribution 

data so extensive l y used; the dominant importance in world inequality 

and poverty of differences in per capita product and growth rates 

among the developing c ountries themselves , and the need for wider 

and more flexible measurement and analysis of such differences ; 

and the possible value of complementary approaches not fully 

) 
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exploited. The implications of such observations for the future 

research program of the Bank and its priorities depend on know l edge, 

and appraisal of, competing fields of research , the conditions of 

long-term research at the Bank, the purposes of it alongside the 

operating functions of the Bank , none of which are within clear 

view . The reason for such indeterminacy is that we viewed the 

research in the income distribution field for its basic qualities , 

without reference to special uses for Bank operations. It is the 

appraisal of the role of such broad-gauged research in the World 

Bank that is difficult . 

• • 
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