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THE FORD FOUNDATION 
320 EAST 43R 0 STREET 

NEW YORK, NEW YORK 10017 

PUBLICATION NOTICE 

The Ford Foundation 

International Urbanization Survey 

" .•. We are convinced that it is incorrect 
to say that the cities of the world are about 
to collapse •... We do think, however, that 
the worst is yet to come." 

Within the next decade, the majority of the world's urban popula-

tion will be clustered in the towns and cities of Asia, Africa, and 

South America. 

The impact of urbanization will press most heavily upon the less-

developed countries which are presently deficient in the economic, 

technological, and managerial resources required to maintain and 

improve the complex systems of urban living. 

In an effort to fix the dimensions of these pressures and relate 

them to the patterns of development, the Ford Foundation has conducted 

a two-year survey of urbanization in the developing countries. The 

survey was carried out by Foundation staff members, assisted by con-

sultant specialists with either regional or topical competence. 

Working papers were prepared in the course of visits to various 

countries, and special studies were made on relevant topics. 



The survey was primarily directed to the staff of the Foundation, 

to be used in consideration of its own role in international develop­

ment, including urban phenomena. Now that they are completed, however, 

the Foundation believes that they have elements of broader interest, 

and is making them available to others who share its concern with the 

urban condition. 

The working papers and special studies are not based upon original 

research. They reflect the information and the insights of the 

specialists who prepared them as contributions to a more fully rounded 

understanding of urbanization in the less-developed countries. 

The survey considers urbanization in its many definitions and in 

its variety of forms, from the world metropolis to the classification 

which defines an urban place as a crossroads settlement containing a 

post office, a police station, and a bar. The thrust of the survey's 

findings, though, clearly directs the emphasis to the major urban 

places--the metropolitan areas and the primate cities. 

The survey papers describe the search for urban development 

strategies in the nations themselves and by international agencies. 
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(Some of the materials, including the summary volumes, will not be 
available until February or March 1973. However, all titles desired 
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Office of Reports, Ford Foundation, 320 East 43 Street, New York, 
New York 10017. 
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Denmark 
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German{ 

Italy · 

Japan 

~etherlands 

· Norway 

Portugal 

Switzerland 

United Kingdom 

United States 

• .ODA 202 
- as % GNP · ; 52% 

~ - ODA 10 
- as % GNP .• 06% 

- ODA 146 
- as %GNP .5~/o 

- ·ooA . · 340 
.- as % GNP • 37'/o 

- ODA 74 
- as % GNP .43% 

~ ODA 1105 
- as -·% GNP .68% 

- ODA 734 
- as % GNpL~ . • 34% 

- ODA 173 
-as% GNP . • 17'/o 

- ODA 511 
- as % GNP .23% 

- ODA . 216 
- as % GNP .60% 

- ODA 42 
as % GNP • 33%· 

- ODA 99 
as % GNP. 1.43% 

ODA 160 
- as % GNP. • 45':~ 

- ODA 28 
- as % GNP • 1 2%. 

- ODA ·. 561 
- as % GNP .42~~ 

- ODA 3324 
- as % GNP .32% 

From All DAC Countries 
- ODA 7725 
- as % GNP .35% 

OFFICIAL DEVELOPMENT ASSISTANCE FROM DAC COUNTRIES 1971-SoLa 

(Ca 1 en dar Ye~rs; 1973 U.S. $ mill ions) 
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La 1971 fig~res are from DAC sources; 1.972 figures c?re U.S. dollar estimates at December 1971 excha·r,ge ' rates; 
1973-80 fi _gures for all coum:ries are U.S. dollar estimates at February 1973 exchange rat·es, exce-pt for 
Germany where the March 1973 exchange rate _ is used. 
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TO: 

FROM· 

SUB.JECT: 

INTERNATIO AL DEVE LOPMENT I INTERNAT I ONAL BAN K FOR 
ASSOCI ATION RECONSTRUCT ION Ar D DEVELOPMENT 

l III~N ATIONAL fi iiAri(.E 
' RP ORATI ON 

OFFICE tv~Eiv\ORANDLJ/\ ~ 
Mr. Robert S. ~1cNama ra A E: : J u 1 y 2 7, 19 7 3 

t"\ahbub u 1 Haq I~ 

Annual Speech Data Check 

1. As requested by you yesterday, the economic data in pages 1-11 
of the speech has also been checked. Mr. Blaxall informed me that 
P & B had carried out a data check on Sections I and I I and. the last 
part (p. 11) of Section I II of the speech but not t~e balance of 
Section Ill (pp. 6-10). This has now been done in the attached 
draft. The sources of data have been footnoted. 

2. There are still two question marks on which I shall be 
sending a memo later when they have been thoroughly checked up: 

Page 8, line 8: According to the AID Office of Nutrition, 
60% of the population of developing 
countrie s (excluding China) suffers 
from malnutrition, primarily protein 
deficiency. (We are awaiting informa­
tion from Mr. Alan Berg.) 

Page 10, 1 ine 4: The reference to 35% consumption of total 
wo r 1 d res o u r c e s by the U . S . i s s t i 11 be in g 
checked. 

cc: Mr. Alan Berg 

MHaq/rso 



Page 6 

Page 7 

Page 8 

1/ IBRD/EAP, "Development Policy fo r Countries Highly Dependent on 
Exports of Primary Products", Jan ua ry 2, 1973. 
Secretary's document R73-3, January 4, 1973, p. 4. 

"If the developed countries were to follow somewhat more 
liberal import policies on these and other agricultural 
commodities of interest to developjng countries, the 
earning of the latter could increase by about $4 bill ion 
above the 1980 projection in Table 111

• 

2/ Secondary Source: OECD Press Release, "Development Assistance 
1972 & Recent Trends", PRESS/A(73)24, June 28, 1973, pp. 15-17-. 

31 The 1975 projected ODA flow as a percentage of GNP as it 
appears in the appended table, p. 39, of the draft speech 
is still the most recent P & B projection. 

1/ IBRD/EAP, 1973. The previous $4 tri 11 ion estimate of GNP for 
the developed countries in 1980 has be,en revised downward 
to about $3.5 trill ion. 

2/ Assuming the GNP of the developed countries rises to $3.5 trillion, 
then the .7% ODA target of $24.5 billion would still be less than 
2% of the $1.5 trillion increment of $30 billion. 

1/ AID/Ofc. of Nutrition in its 1974 Congressional Presentation 
(page M-6) states that 60% of the total population in developing 
countries (excluding China) suffers from malnutrition, primarily 
from protein deficiency. This is based on the 1963 FAO World Food 
Survey which states that 20% of these people are undernourished, 
and 60% live on diets inadequate in nutritional quality. 

The ''nearly two bi 11 ion human beings 11 mentioned on 1 ine 8 is 
stated more precisely as 1.8 billion on page 12. 

2/ IBRD/ECDPH states that 20 to 25% of the children in developing 
countries die before their fifth birthdays. Ansley Coale and 
Paul Demeney, Regional Model Life Tables and Stable Populations, 
Princeton University Press, 1964, p. llt. 

Stated more dramatically, one half of the deaths in developing 
countries occ.ur in children under 5 years of age. UN Life Tables. 

31 50 years in the developing countries as contrasted to 70 years in 
developed countries. IBRD/ECD PH citing UN 11World Population 
Projections 1965-85 11

, Population Working Paper No. 30, December 1969. 

4/ IB'RD/Education/CPS, Table: "Comparative Education Indicators", 
June 20, 1973. 

The median adult illi tera cy ra te in a sample of 46 Bank membe r 
developing countries is 45%, or about Boo million peopl e . 
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fage 9 None 

Page 10 1/ UN Statistical Yearbook, 1971, p. 8. 

2/ 

lf As indicated in Tablet "Projected Flow of Official Development 
Assistance Measured as a Percent of Gros~ National Product", 
Draft of Annual Speech, 7/14/73, p. 39. 

4/ Bank/IDA Annual Report, 1973. 
Statistica l Annex Tables, Appendices. Document R73-151, 
June 21, 1973. Table 4. 

2/ Ibid, Table 8. 

6/ 
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three-qu:utcrs times th<:ct of the. c.nrlier periocl, nnd our liquid rcsc:l·vcs have 

risen to $3.7 billion, nn increase of 165%. 

Neither the incrcnsc in opQrntions, nor the shift :i.n cmp~asis to· ... •ard more 

socinlly oriented sectors) has adversely nffc(:tcd net inc:onc. On the contr0ry, 

tot~l n ·2t inc01:1c for the fivc-yc.:n: pc1: iod ,,'0S $970 r.dll:ion, 30;~ 1:wre t~1;"tn in 

the. prc.v i0us reriod, '"'<I this despite a significnnt incre<!SC in the subsiGy to 

the dcvclo~)in~~ countries i!'nplicit in the B:1nk ' s lending rntc. 

\,'c h:;.v c co~plcted the Five-Year Progl"m!1, then, ~y 1:1cet tng the qunntitntivc 

r,o:<l s ,,-e hnd sc t for o"r,;el vc,, in 1 S' 63, and by nn ~inr, a sus ta inc.< effort to 

~evelop~~nt situation itself. 

Let r~e r.,ive you r.;y 71sscs s1rJ~ nt of ,,·hnt the situnt.ion. is. 

l·~o s t of. on r develop in(!, . 'c.r:bct· count. r ics a r.c f C\ ccd ~;"it h. t h rC'c in te rrcln t ec'. 

difficulties: 

• An :tnsuffic:Lcnc y of for e:L;-,n exc:'ha nr,c. e.nJ:n:tnt·.s through trade • 

• An in<'.d equ <l •·c flo'.·T of Of ficial Dc.ve1o i. >r:'.C Lt As s istance (ODA). 

• /u~d an inc.: Y c <1 ~~ :i 1 gly s ev<:1.:- c bu rdcn o [ c>: t c.rn n 1 debt:. 



result in n short<:!~c of 1~ esource~ to' b.1y necc~cd goods in the· c! c; 'C'lo pc. G. ,,,orld 

so severe ~s to thre~ten the outco:ne of th12 en lire devclopmel~t effort. 

Let nc cxa!nine e<!c~ of these difficulties briefly. 

The core of the trndc proble:n for the bulk of the dcvclopin~ countries is 

th.:tt they cc:nnot expand t1 eir exports rnpiclly 0nough to pay for their essP.ntinl 

i!:1ports. These imports <1rc thc.r;,selyc·s often the key to ~rcatcr export capn-

biltty -- nnd hi~her forcd~n cxch.:!!1f,C c3rninss --and thus the dilcJ~' .. ::'a of trnce 

imb a lances in these countric~ tends to Lc.co:ne self·-pcrpctuatinr,. 

The pro1)1Pm is co;:lpoun<.lcd by the delay of the "-'C'althy nntions to dis~~ntle 

discriminatory trade barriers against the poor countries. Our studies indic~tc 

t h n t i f the n f [ 1 t~ en t nn t 1 .. o L ~ , ,. e r c r, r :1<. u :\ 11 y to r c d u c e t h c i r p r c. s c n t pro t e c t ~. on:!. s t 

trr~dc rcc~trict.i.ons ar,ainst a~r:i.cultur~l f,-:1'10rts from the devcJ.opin~; \...'Orld, t~lC 

~""~ 0C'l't~r n2ti0 r: s could, hy 1930, incrense th e ir nnnual export C'atTtin?,s hy <1t lct~st 

y 
$1• billion . ThcJ t should be the obj ec ti vc. 

Secondly, the current flo'.,' of Offici~l Devclop:ncnt Assi!>tance -- fiP.ancial 

a:tcl on conccss:!.on.1ry ter!H ~ -- j.s ncutely inndcquatc. Not only ls it f2r belo•.-1 

wh~1t the developing nations need ~nJ what the nfflucnt nations can rcn~ily 

~fford, but, ~s the att~chcd t;!ble it.dic~tcs, it is only half the moc!est t2r~ct 

of • 7i: of Lross nation:1l product (G~\P) prcsc ~i.bed by the internationally accepted 

Pnitcd ~atlons Stratcr,y for the St~cond Dcvelopi~ent Dccc~de. Y 
Th C!. t tarr,ct called for rcachint; ODA levels of .7 % by 1975. In fnct, by 

r 1975 ODA ~ill no~ excee d .35%. An, yet ~chlcvcmcnt of the target neither requires 
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I . 

liv:!.n0 , nor to n0.r,lcct their do;~C'stic }' l" io ri . 5. ""' :; . I t ~sl·:s thc.:11 only to ce:dic~te 

they nlrc<!dy enjoy -- that \d.l1 ncc!: u e to th e: !:~ in the dccndc of the 70s. 

Du r. in g t h c. d c c r! d e , t h c. E. n ~ u a 1 G ~ ~ l" 0 f t h e s c n !: f 1 u ... n t n a t ions v.' 1 11 g r o •.\' , in 

const:~n~: prices, frot:~ r.~2 trillion jn 19'/0 to npl)r0.·i 1atcly $3.5 trillion in 
~ 

1980: an incre.:>.se in ,,,e~llh virlu:..!lJ:y 1H·~ ynnd <'~V-~' ~; c: ;q"nclty to cor..prchcnc' . . '/ 

• 7 % , t h c. d c. v c 1 o p c. d count r 1. c~ :, \-.' o u 1 d n c e c! to de\' o t c to l La t c n d 1 c. s s t h <! n 2 ~~ o f 

the .·n:iOtt!lt by ,,.:d.c11 they t:~(:~·1se J.vc~> , .•. : ll g1·o v! 1 · ic~ 1c~ r <.~urin~ the 1 erioc! .YThc 

ren:1ininr, 93;~ of the.ir incrc:-nc nt:::l 1-nc o::t c.•. \·:oulc.! p~:ov:tde thc.P.1 \,11th more t!1~n 

s \.~ f f i e i c n t fund s t o fll e e t t h c i 1· do;:: e ~~ t i c prior i tics • 

\.'~ich ,,·e sur,~c~t s!1ould be d iYcrtcd to the dev c. J o p :f.nr. count1·ics t can be !'lp?.-rcd. 

"·hen c:f. tinr, t1H~ needs of t!~r: ir o·.,•n c: :t c.r; nnd cc,un~:ry s icle:, fnil to distingu:!.sh 

poverty. 

Rclat~_vc poverty r.~ f'[!nS si1'"! ply th <.! t ~C' r.lC countries c~ re less affluent t~1 ~ n 

o t ~1 e r co u n t ric s , or t ~l a t !'; o ·:10 cit i z c n ~> o f a g i v c: n country h [._ v e 1 c ~; s p c r son o 1 

nb t.. n c~;~nce th~n th~ir n eig.h~) () rs . Th3 t.: h n s nl\·~ H ) s b een the cas e , and granted t~1c 



continue to be the case ' ~· · · .' : : · t y 

I 

e~:ists in the c:cveloped n:1t:ions. 

But absolute poverty is n C011dition of life so degrndcd by cisen~e, ·illiteracy , 

~nlnutrition, and squalor ns to be a total deprivation of basic hu~an rights . 

It in n condition of life suffered by relntively few in tltc develope~ nations 

but by hut:urcds of Millions~of the citi?.:cns of the developing countries rcr'rescnted 

in this room . :·~any of you have cause to kno\,' f:ar better th<1n I that : 
ri.J-u tr t~ oYc, ., "'l ¥"'''· ? I · l?n~- third to ~ne-ltnl t of the,.., t ~·O bill ion htm3y bcin::s 1 n u.o. ,C' 

countries suffer fro:n hunger or r.1alnut~·it:!.on. 

~o% ~=~ '/ 
• ~to ~ o[ thc:tr children die before their fifth birthday=-: .~'" Anc..~ 

r.d.ll:ions of those ,_,.~,o do not die lead :i.T:'Ipec!cd. lives t'ccc-ntse their 

brains hnve been da!:ttt?,ed , their bodies stunted, and their vit~lity 

• The 1~.fe c::-::)ectP.l~t:y of thC' <'.\'cl·.'1ge 1 <'l"S('\l is /.0 y(·;n~; l e~;s t.1:'n in 

t~H·~ l!f fltH··nt \..~orld;; They ~re ccn_C'd Jo;< o: l~lP lives t~:o;.e o4.: ur; 

ft·o:~ the developed nntions enjoy. In ef.fect, they <1rc condc!'.mcd 

at birth to an ~arly death. 

• 800 F.!illion o[ thc~1 e1 ~:e. ill :l.l c rn tc t\ nd, de ~pit e the cant :i nuing 

cxpansi0n of C'c~ucnt:ion in th~ yce1rs nhead, even r.~ore of their 

chilc!rcn. are likely to be ::;o.Y 
This is ~bsolute poverty: n co:1dition of life so l:L1'1ited ns to prevent 

rc.c.lizat:I.on o£ the potential of t!H! r,encs "'-'ich \~·hich one i~; born; R condition 

o f life so de g r ~ d t n ~ <1 s to ins u 1 t hun .q n d :t r, nil y • An c1 y c t a con d :f. t ion of 1 if e 

so con::,on n;, to be the life of sonc ltO~~ of the peoples of the de\Teloping 

ccn.! r. trics. And are \·:e ,.:ho toler;t.tc. such pover ty, "-'hen it is \vith:tn our po~.,~cr 
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ncccptcd by civili~~~d societie f~ sJn c e L~1c be~in n iP zr, of time. 

[ Inscr t a paragrc. ph rc ft th Rcplenishr.1 ~nt of I DA, if ncccss<1 ry.) 

I do not v.dsh you to interpret my rcr:1() rks <1~ t.1ose of a zealot. But you 

I have hired me to examine the problems of the clcvelopi.ne \o.~orld and to report to 

you the fncts, These Rrc the f<1cts. 

It :ts true that sot11c cit:i.~ens of the developed countries protest <1gninst 

incrcasin~ their nssist<1ncc to the devt·lop:ing countries hec;!usc of poverty tn 

their ov.'TI ~ocictics. They do so either because. they are unacqu<1intcd with these 

f n c t s ; or be c t1. u f', c th e y fa i 1 to d is t :1n g u ish b c t \\'c. en r c. 1 a t i v c and a b so 1 u t e p o v c r t y ; 

or pcr~o.ps bcc;1.usc they ~rc. obscurin~ the u~uth even from thcnselves -- um .. :illing 

to :\d:ni t th.:1 t the principnl pressure on the inc rc:ncn tnl inco-mes of thci r ccono~i es 

co :1' c s no t [ r o ~ a 1 c g i t i 1 na t c. con c ern f o r l h c 1 c> s s f o ~- t \.l n :1 t e in t h c i r soc i c. t i e s , 

t h c c :-: p n n s :t on o [ t r n de , t h c s t r e ~F~ t h c n :i .. n r, o f in t c rna tiona 1 n t ~ h i 1 it y , n n d t h c. 

reduction o[ social tensions. 

But in r:ty vic\.-.' the fund.:1!'1cnt~l ct\<"C for dc\·clo~ !! ent <1ssistancc is the 

moral one. The \·.•l)olc of hum[in hi!3lory h.!'ls rcco r,nlzr~d the pr i nciplc at lcnst 

in the ab~t".:::c:t -- that the rich and the pO\..Tcrful hRve a mornl oblir,ntion to 

~ss:i.st the. poor "nd the ' ·.'C.2.k. 1'h:..:t is l:hat the sense of con::1unity :ts all about 

:1ny c:o:~nnunity: t1lc .. cor-::mun:i.ty of the fnr,lily, the col!~munity of the vill0gc, the 

cor.~n':.un:tty of the nntion, the cot::~unity of nations itself. 

I, for one, cannot bcli..eve th.J.~ once Lhe gross deficiency in. the flo~,, of 
....) 

ODA is bette r uriderstood; that once the deg ree of deprivation in the developing 
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in the .n f f 1 u c n t \,' o r 1 d ( t h a t once the. p co p J 0 f · ~' e lJ n i t c cl S u' t e .. , for c x .:1 n~ p 1 C' , 

y 
understand that they, with 6% of the world's p pu l a tion, c ons t ~ e some 35% of 

. <;;/ 
the v:o rld 's total resource;[;7cnd yet rnnk fourteenth m:1onr, th e sixteen OD;\-

provi ding nations) t _ I cnnnot believe thnt j_n the face of etll this the rcople 
.,. 

and f,O"'J c rnments of the rich nations \·:ill turn V.\-.'~Y i.n cynici!>r.l nnd ind:L[fcre!1cc . 

Finally, there is the grO\ving burden of cxlernnl debt in the dcvc•lopin~ 

"'orld. Fu blic ly gun ran teed debt currently s tnr.ds at P.bou t $30 bill io,f. wJ.th 

Rnnu~l ccbt service of np1n·ox:l.n:1tcly $7 billion. 1)j 
·-.• 

It is ir.~p0r tan t · to u nd c -rs tnnd "-'hn t the css encc o [ the debt pro hl e m is, 

It is not the fAct t,1.~t there is c!cbt, nor c\·C'n t he £!bsolu t c size of the <:1ebt . 

then. l~cstrictcd trad:Lnf; oppoi·tuni.t~.cs, c>:t1c e r~) a ted by inaucquatc flo· ... •s of Oi)i\t 

tend to <!rive clevelopi~f, countries to ovcr-rcli(}nce on export credits and ot:1cr 

short- tcr.:t, 11i.;h- cos t lo<ms. It is these f cc tors th n t thr c a t en to inc ree1s c the 

debt bur<lcn beyond re:-t u o:tab lc linits. hlrC'a<ly) since 1970. scver-c11 c:ountr.!.C's 

Ghnn.:!, Chile, P;!kistan. IndiC1) Indo:1 c:.: :ta, and Sri Lanka a:nonr, oU1crs -- ha ve 

either defau.1.tcd on debt ~crvi.ce or been forced to ask for C. cbt resc~1 c clu li!1 ') .... 

in order to 2void default. 

Given ti1 c nature of thi.s intc1~re l a tcd set of probl c~:1s in our d ev eloping 

lTIC.t-:-!bcr countries .. -·-:: an insuffici0.r1cy in for eign exchange dee to trnce ciffi-
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i~crc:1.sc i L. Ar:.d thn t is ,_,.:w. t \ >C in tend to co. 

\·:c plan to exp:1.nd ~oth our I~RD nnd IDA lcndin~ nt a cu~:1ulative nnnual r.'lte, 

n/ 
in rc.J.l terms, of 8%.-

For the five-yc~r period FY1974-78. oer lending -- in Scptc~bcr 1973 doll~rs --

shoul(! tot:-:ll $22 billion for aln~ost 1000 projects. 

The total cost of these projects will npproach $50 billion. 

j_ncrca~c over the 1969-1973 period, and a 173;~ incrcnse over the 1~)611-l9GS pcrioc . 

T~lis, then, :tn finn nci~l terns is our p1 an for the s e:cond f i ve··yc>a r pre'~ r,1:'1 . 

It '-'' i 11 1: e p r c sent the. 1 ~- r?, c:, t pro g !" n m o [ t (> c h n i c n 1 t\ n d f inn n cia 1 ?. s s is t" n c e to 

devclopin~ countries ever unC.crtr!ken by n sinp,lc agency. 

}'. u t: l h c ~ L.w.l :t t ~ t 1 v c c 1w. n ~. 0 ~· in tJ c r r f~ r ~ m ,.,. i 11 b c o f c v f'. n g r e ;: t e r ~~ 1 r. n i ~ i c an c c 

I rcferrcc~ cn!~lier -- fn'!..· grc~ter cmph0..sis on n:,si~t.lnce designed to incr.c <~~~c 

the productivity of th."l.t C1pproxi::\n tr>ly ItO;~ of the po~1ul:1.tion of our c!cvc>lopjpz, 

nc~~r:r countries ~-·!~o hl'\vc nci thcr been nblc to contribu tc sir,nific<1ntly to 

n.:1tion.1l econorlic gro\,•th , nor to r.>h2.re cquitebly in ccono~ic proprcss . 

In the rcr:to.i n:tn~. section:. o[ this stc-. tc:r:cnt I \.'0\~ld lil·e to discuss the 

n.J.ture of this poverty problc:1~, consider \-:hnt r..ea.ns arc nt hnnd to allcvi<lte it, 

?..nd ,,•h.;: t part the }~nnk can play. 

o../ In J as t ycl'!.r 1 
.. s .::~ddrc~.s~ I st~tcd thc.t our plan, in terms of current p:.'ic.e~, 

\·7as to incrc .:.se firwnci£11 co:.~:;-1i t :nents ll~~ per yea~. The ''rc.:1l teiT.l s 11 

ccp.d v ~1 1 en t ~-~.':'t ~: S ;-: . Toci.". ::, he~ c.-:'.. usc. of c .:1 l'lfJ' ~~ t n c:--;c h .1.T' ~;c r l'. t0 s r1 nd 
.:- ·. C I ; ·~'](·.~·.:. • · e d :11:l.c. c i nr:- r c~-~~~.:. :-; ~ ,··· ~~ l-P'. ~ ;_ ) ';:·...:~: cd~ f.~' ;.1 ;-r:···u · 1 ~. n :··.:-~} !" ( '1-. : ; ~ 

~ ;)er yc:.->x 
llf% . 

~- t l c ur r < ~ 11 t !"~ 1: :t. c e ~ • 
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ADDRESS TO Tl..E BOARD OF GOVER1~0RS· OF TilE vlOPLD BA1"K 

(Nairobi ~- 9/24/73) 

I. INTRODUCTION 

_Last year I began a discussion with you of the critical relationshi? o~ 

social equity to economic g::o~Jth. I emphasized the need to design deve lop::-:E~ ~ 

stra tegies that would bring greater benefits to the poorest groups in t~e 

developing countries -- partic.ularly to the approx i. na tely 40% of their ~O?t:_2.-

tions who are neither contributing significantly to their economic gro1; .. :t~ ~or 

sharing equitably in their economic progress. 

In the twelve months since our last meeting, we in the Bank have g~.ven 

high priority to an _analysis of the problems of poverty in the develop1.ng 

. s 
countries and to an evaluation of the policies nvailable for dealing l;vith t he:!l . 

On the basis of these studies, I would like this morning to: 

• Discuss the nature of the _poverty problem, particularly as it af:ec~s 

the rural areas • 

• Suggest some of the essential elements of a str.ategy for dealing Tit~ it • 

• And outline a plan for VJorld Bank operations in $upport of this ne"' 

strategy. 

But before turning to these matters, I want to report to you on the results 

of the Bank's F:Lve-Year Program for the fiscal years 1969-·73 -- a progra'!'t the. t 

concluded on June 30th of this year; and then to suggest the financial objectives 

for a second five-year plan for the years 1974-78. 



-:- 2 -

1 

II. THE BAt--1<'S FIVE-YEAR PROGR;\-,l FOR FISCAL YEARS 1969-73 

It was in September of 1968 that I first met with you in this forum and 

outlined the goals of a Five-Year Program for the World Bank Group. You will 

recall wha t our objectives were. We stated ~ve were"formulating a 'development 

plan' for each developing country to see what the Bank Group could invest if 

there were no shortage of funds, and the only limit on our activities was the 

capacity of our member countries to use our assistance effectively and to repay 

our loans on the terms on which they were lent." 

Based on these analyses, we proposed to double the Bank's operations in 

the fiscal period 1969-73 as compared with the previous five-year period 

1964-1968. That objective has been met: total financial commitments of the 

IBRD, IDA, and IFC, in current prices, in the 1964-1968 period were $5.6 billion; 

in the 1969-1973 period: $13.4 billion. In real terms, the increase was 100%. 

As indicnted in the table below, in the five years we achieved a level of 

operations that exceeded the total of all the operations that the Bank had 

undertaken in the developing world in the 23 years from 1946 through 1968. 

Bank Group Financial Commitments to Developing Countries by Region 
(dollars in Mill!ons) 

Numbers o f Projects Amount of Commitments 
(current ·prices) 

Region 1946-68 1969-73 1946-68 1969-73 

East Africa 69 99 $808 $1079 
West Africa 28 106 494 1000 
Europe, Middle East, N.Africa 97 141 1761 3007 
Latin America and Caribbean 209 152 3424 3700 
Asia 174 188 3861 4080 

T6tal 577 686 $10348 $13400 

But it was not mere quantity that we were seeking. We did not simply want 

to do more than had been done in the past, but to do more of what was most 
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required by the evolving needs of the developing countries. That meant that 

within our overall objective we had to shift our emphasis both geographically 

and sectorally. 

~~ile continuing to serve the regions where we had been particularly 

active, ~~e decided to expand substantially in other areas. 

In Africa, for example, we set out to triple our lending -- and we have 
~ 

done so. 

'~e undertook operations, for the first time, in Indonesia -- and in the 

five years have committed $450 million there. 

For the poorest and least developed of our member countries, those with 

averap,e per capita incomes of $120 or less, we have quadrupled our lending . 

During the Five-Year Program period we have initiated 215 separate projects 

in these countries. The comparable figure for the whole of the previous 23 

years of the Bank's operations is 158. 

Geographically, then, our planned shifts in emphasis have been implemented , 

and implemented concomitantly with an increased level of lending in our more 

traditional regions. 

But it was clear to us in 1968 that the Five-Year Program must shift 

emphasis sectorally as well. Accordingly, we proposed to quadruple lending in 

agriculture over the previous five-year period and we have done so. We 

proposed to triple lendinr, in education -- and we have done so . 

Perhaps the most significant shift was into a sector in which the Bank 

had previously had no operations at all: the sensitive and difficult, but 

clearly critical sector of population. 
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We established a Population Projects Department, and from the very 

r · . " beginning received far more requests for technical and financial assistance 

from our member countries than we could immediately provide. We deliberately 

began our project work in a number bf smaller countries in order to work 

effectively within our growing staff resources. But by the end of the Five-

Year Program period agreements had been signed for projects in two of the 

largest and most heavily populated nations: India and Indonesia. 

In addition to the Population Projects Department -- to which we have 

now added the responsibility for nutritional projects -- other. initiatives 

were launched within the Bank. Among them are new departments for Industrial 

Projects, Urban Projects, and Tourism Projects; an Office of Environmental 

Affairs; an Operatiofs Evaluation Unit; and a new program of comprehensive 

country economic reporting. 

To achieve the doubled level of our operations, it was necessary, of 

course, to strengthen the Bank both organizationa ly nnd financially. \\orld-

wide recruitment was increased and the staff was e~pand ed by 125% during the 

period. We were determined in this effort that we s ould broaden the inter-

national character of our staff to the maximum degree feasible. In 1968 the 

staff represented 52 nationalities. It now represents 92. I 1968 the 

proportion of staff from our developing member countries was 19%. TI1e 

proportion is now 29%, and continues to grow. 

Lending more has of course meant borrowing more, and that in turn has 

depended on governments granting us access to their capital markets. This they 

have continued to do, despite unsettled condi t ions and monetary fluctuations. 

It is a mark of confidence in the Bank's financial structure that we have 
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been able to borrow not only in our more traditional markets , but in altogether 

new ones, and to utilize ne\v borrowing inst.ruments and new channels of distribution. 

Net borrowing for the five-year period has been approximately three and 

three-quarters times that of the earlier period, and our liquid reserves have 

risen to $3.7 billion, an increase of 165%. 

Neither the increase i~ operations, nor the shift in emphasis toward more 

socially oriented sectors, has adversely affected net income. On the contrary, 

total net income for the five-year period was $970 million, 30% more than in 

the previous period, and this despite a significant increase in the subsidy to 

the developing countries implicit in the Bank's lending rate. 

We have completed the Five-Year Program, then, by meeting the quantitative 

goals we had set for ourselves in 1968, and by making a sustained effort to 

improve the overall quality of our work. 

:Cut our task no'~ is to mo 'e forward with a second Five-Year Program. Like 

the fir~t, its goals and shifts i .n emphasis must be shaped by the evolving 

development situation itself. 

Let me give you my assessment of what the situation is. 

III. THE BANK'S SECO~~ FIVE-YEAR PROG~~: FY 1974-1978 

Most of our developing member countries are faced with three interrelated 

difficulties: 

• An insufficiency of foreign exchange earnings through trade • 

• An inadequate flow of Official Development Assistance (ODA) • 

• And an increasingly severe burden of external debt. 
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Each of these difficulties is erious in itself. But in tle aggregate they 

result i.n a shortage of resources to buy needed goods in the developed world 

so severe as to threaten the outcome of the entire development effort. 

Let me examine each of these difficulties briefly. 

The Trade Problem 

The core of the trade problem for the bulk of the developing countries is 

that they cannot expand their exports rapidly enough to pay for their essential 

imports. These imports are themselves often the key to greater export capa­

bility -- and higher foreign exchange earnings -- and thus the dile1mna of trade 

imbalances in these countries tends to become self-perpetuating. 

The problem is compounded by the delay of the wealthy nations to dismant le 

discriminatory trade barriers against the poor countries. Our studies indicate 

that if the affluent nations were gradually to reduce their present protectionist 

trade restrictions against agricu. tural imports from the developing world, the 

poorer nations could, by 1980, increase their annual export earnings by at least 

$4 billion. That should be the objective. 

An Acute Shortage of Development Assistance 

Secondly, the current flow of Official Development Assistance -- financial 

aid on concessionary terms -- is acutely inadequate. Not only is it far below 

what the developing nations need and what the affluent nations can rea~ily 

afford, but, as the attached table indicates, it is only half the modest target 

of .7% of gross national product (GNP) prescribed by the internationally accepted 

United Nations Strategy for the Second Development Decade. 

That target called for reaching ODA levels of .7% by 1975. In fact, by 

1975 ODA will not exceed .35%. And yet achievement of the target neither requires 
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the people of the developed nation to reduce their already high standards of 

living, nor to neglect their domestic priorities. It asks them only to dedicate 

n tiny fraction of the incremental wealth -- wealth over and above that which 

they already enjoy -- that will accrue to them in the decade of the 70s. 

During the decade, the annual GNP of these affluent nations will grow, in 

constant prices, from $2 trillion in 1970 to approximately $3.5 trillion in 

1980: an increase in wealth virtually beyond one's capacity to comprehend. 

In order to double the ODA flous, and thereby raise them to the targetted 

.7%, the developed countries would need to devote to that end less than 2% of 

the amount by which they themselves will grow richer during the period. The 

remaining 98% of th~ir incremental income would provide them with more than 

sufficient funds to meet their domestic priorities. 

I have heard it said in the developed countries -- in the United States 

and elsewhere -- that their domestic ptoblcms are so pressing that they require 

an exclusive claim on the immense i crementa 1eHl th which 'vill acc1.1Je to their 

societies in future years, and that not even the 2% of this additional~alth, 

which we suggest should be diverted to the developing countries, can be spared. 

But I believe that such critics of additional assistance to the poorer nations, 

when citing the needs of their own cities and countryside, fail to distinguish 

betv.reen tv.'o kinds of poverty: what might be termed relative poverty and absolute 

poverty. 

Relative poverty means simply that some countries are less affluent than 

other countries, or that some citizens of a given country have less personal 

abundance than their neighbors. That has always been the case, and granted the 

realities of inherent differences between regions and between individuals, will 



- 8 -,, 

continue to be the case for decades to come. This is the kin of povetty that 

l 

exists in the developed nations. 

But absolute poverty is a condition of life so degraded by disease, illiteracy, 

malnutrition, and squalor as to be a total deprivation of basic human rights . 

It is a condition of life suffered by relatively few in the developed nations 

but by hundreds of millions of the citizens of the developing countries represented 

in this room . Hany of you have cause to know far better than I that : 

• One-third to one-half of the two billion human beings in those 

countries suffer from hunger or malnutrition • 

• 25% to 30% of their children die before their fifth birthdays. And 

millions of those who do not die lead impeded lives because their 

brains have been damaged, their bodies stunted, and their vitality 
.I 

sapped by protein deficiency . 

• The life expectancy of the average person is 20 years less than in 

the affl ent world . Trey are denied 30% of the lives those of us 

from the developed nations enjoy . In effect, they are condemned 

at birth to an early death • 

• 800 million of them are illiterate and, despite the continuing 

expansion of education in the years ahead , even more of their 

children arc likely to be so . 

This is absolute poverty: a condition of life so limited as to prevent 

realization of the potential of the genes wich which one is born; a condition 

of life so degrading as to insult human dignity. And yet a condition of life 

so common as to be the life of some 40% of the peoples of the developing 

countries . And are we 'vho tolerate such poverty, when it is within our po~,~er 
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t:o reduce the number afflicted by it, not fa i ling t f t.lfill the obligations 

I 

accepted by civilized societies since the beginning of time. 

[Insert a paragraph re 4th Replenishment of IDA, if necessary.] 

I do not wish you to interpret my remarks as those of a zealot. But you 

have hired me to examine the problems of the developing world and to report to 

you the facts. These are the facts. 
) 

It is true that some citizens of the developed countries protest against 

increasing their assistance to the developing countries because of poverty in 

their own societies. They do so either because they are unacquainted with these 

facts; or because they fail to distinguish between relative and absolute poverty; 

or perhaps because they are obscuring the truth even from themselves -- unwilling 

to admit that the principal pressure on the incremental incomes of their economies 

comes not from a legitimate concern for the less fo~tu1ate in their societies, 

but from the endless spiral of their own dema ds for additional consumer goods. 

There are, of course, many grounds for deve opm nt assistance : among others, 

the expansion of trade, the strengthening of international stability , and the 

reduction of social tensions. 

But in my view the fundamental case for development assistance is the 

moral one~ The whole of human history has recognized the principle at least 

in the abstract -- that the rich and the powerful have a moral obligation to 

assist the poor and the weak. That is what the sense of community is all about 

any community: the community of the family, the community of the village, the 

community of the nation, the community of nations itself. 

I, for one, cannot believe that once the gross deficiency in the flow of 
,_) 

ODA is better understood; that once the degree of deprivation in the developing 
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nations is more fully grasped; thnt . once the true dimensions of poverty in the 

less privileged world are more realistically compared with the vast abundance 

in the affluent world (that once the people of the United States, for example, 

understand that they, with 6% of the world's population, consume some 35% of 

the world's total resources and yet rank fourteenth among the sixteen ODA-

providing nations) -- I cannot believe that in the face of all this the people 

and governments of the rich nations 'tvill turn away in cynicism and indifference. 

The Growing Burden of Debt 

Finally, there is the growing burden of external debt in the developing 

world. Publicly guaranteed debt currently stands at about $80 billion, with 

annual debt service of approximately $7 billion. 
'.1 

It is important · to understand what the essence of the debt problem is . 

It is not the fact that there is debt, nor even the absolute size of the debt. 

It is, rather, the compositio nnd dynRm cs of the debt; the fact that debt~ 

and debt payments, are grming faster than he rev nues required to service 

them. Restricted trading opportunities, exacerbated by inadequate flows of ODA, 

tend to drive developing countries to over-reliance on export credits and other 

short-term, high-cost loans. It is these factors that threaten to increase the 

debt burden beyond reasonable limits. Already, since 1970 , several countries 

Ghana, Chile, Pakistan, India, Indonesia, and Sri Lanka among others --have 

either defaulted on debt .service or been forced to ask for debt rescheduling 

in order to avoid default. 

The Bank's Program for FY74-78 

Given the nature of this interrelated set of problems in our developing 

member countries -- C!n insufficiency in foreign exchange due to trade diffi-

culties, the inadequate flow of ODA; and the growing debt burden -- the Bank, 
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far fro~ relaxing the momentum of our operations ov r the next five years, must 

increase it. And that is what we intend to do. 

He plan to expand both our IBRD and IDA lending at a cumulative annual rate, 

a a/ 
in real terms, of 8%.-

For the five-yeRr period FY1974-78, our lending -- in September 1973 dollars --

should total $22 billion for almost 1000 projects. 

The total cost of these projects will approach $50 billion. 

Our $22 billion in new co~mitments 'vill constitute, in real terms, a 42% 

increase over the 1969-1973 period, and a 173% increase over the 1964-1968 period . 

This, then, in financial terms is our plan for the second five-year program . 

It ~ill represent the largest program of technical and financial assistance to 

developing countries ever undertaken by a singl~ agency. 

But the q alitative changes in the program will be of even greater significance 

than the increase in its size. We plan to place far greater emphasis on policies 

and projects which will begin to attack the problems of absolt tc pove~ty to which 

I referred earlier -- far greater emphasis on assistance designed to increase 

the productivity of that approximately 40% of the population of our developing 

member countries who have neither been able to contribute significantly to 

national economic growth, nor to share equitably in economic progress. 

In the remaining sections of this statement I would like to discuss the 

nature of this poverty problem, consider what means are at hand to alleviate it, 

and what part the Bank can play. 

a/ In last year's address, I stated that our plan, in terms of current prices, 
\vas to increase financial commitments 11% per year. The "real terms" 
equivalent as 8%. Today, because of changes in exchange rates and 
accelerated price increases, a growth rate of 8% per annum in real terms, 
for the per.tod FY7'•-78 vs. FY69-73, 't•muld requj_re financial commitments 
to increase approximately 19% per year in current prices. 
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IV. POVERTY IN THE DEVELOPI~ G WORLD 

Povertv and Growth 

The basic problem of poverty and growth in the developing world can be 

stated very simply. Despite a decade of unprecedented increase in the gross 

national product of countries, the poorest segments of their population have 

received relatively little benefit. Approximately 700 million people -- 40% 
\ ~ ()1.-. t1 o ,_. . , ,

0 
. •• r: .. \ .J-I.t-.J ,. ( - -- ,-

out of a total of 1.8 billie~-- survive on incomes estimated (in U.S. purchasing 

power) at 30 cents per day, under conditions of malnutrition~ illiteracy and 

squalor. 

Hhat :i.s partie larly disturbing is the fact that this situation persists 

despite the impressive increase in financial resources available for development 

purposes over the past 15 to 20 years. In most developing countries these 

resources , on a per capita bc sis , have doubled during the period. But the 

great bulk of these resources has gone into the modern sectors of the developing 

economics: into industry, cities and the infrastructure need ed to support theM. 

In very few countries have the rural area s shared equitably in these develop~ent 

resources, e~en tho gh 60% of the population continues to live in the countryside. 

Although the collection of statistics on income distribution in the developing 

'\vorld is a relatively recent effort, and is still quite incomp l e te, we can now 

begin to measure the dimensions of the poverty problem and its relation to the 

gro,,.,th of Gi\T under different conditions. Among the 40 developing cour:.tries for 

v7hich some data are available, the upper quintile eceives 5.J% of national income 

in the typical country, while the lowest quintile receives 5%. The extent of 

inequality is considerably greater than in most of the advanced countries.~/ 

a/ In the United States, for example, the comparable figures are 41% and 7%. 
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'( ,. 
On balance, the data suggest that a decnce of rapid grorth has ~orsened 

the distribution of income in many developing countries, and that the problem 

is most severe in the countryside. It has proved to be far easier to increase 

the output of mining, industry, and government and the incomes of the people 

dependent on these sectors -- than to increase the productivity and income of 

the small farmer . 

Although the statistical evidence is still far from adequate, I think that 

the observations for the past decade support the follo\\dne• conclusionR: 

• Policies aimed primarily at accelerating economic growth in most 

developing countries benefitted mainly the upper 40% of the 

population; 

• And the allocation of public services and investment funds has tended 

to strengthen rather than to offset this trend • 

. he Reorientation of Dcvelopr."tent Polic'[ 

The t.eed to reorie1 cevclopme.nt policy in order to provide a more equitable 

distribution of its benefits is beginning to be discussed widely. But very few 

countries have actually taken serious steps in this direction. Without intruding 

into matters that are the proper concern of national governments, I would like 

to suggest several steps that could lead to a more rapid acceptance of the 

required policy changes. I would also stress that unless national governments 

redirect their policies toward better distribution, there is very little that 

international agenc~es such as the World Bank can do to accomplish this objective. 

An important first step is to redefine the objectives and measurement of 

development in more operational terms. ~~ile most countries have broadened the 

statements of their development objectives to include references to the reduction 
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of unemployment, and to increas ed ncome f or the poor -- in addition to the 

tradit i onal growth in outpu t -- tl ey stil l measure pr ogres. t oward these complex 

objectives ~vi th a single mea suring r od: the growth of GNP. 

But the fact is tl1a t we can no more define the success of multiple develop­

ment objectives by the GNP than we can describe the comforts of a home by its 

area. The Gross Nationa l Product is an index of the total value of goods and 

services produced by an economy; it wa s never intended as a tneasure of their 

distribution. 

The Gross National Product i mplicitly weights the growth of each income 

group according to its existing share in total income. Since the upper 40% of 

the population typically r eceive 7 5~~ of all income, the gro\vth of GNP is 

essentially an index of t he welfare of the upper income groups. It is quite 

insensitive to \vhat happens to t he lo,·!est 40%, "-'hich have a weight of only 

10-15% in the total. 

Were we to give at lenst the s2m~ w ight to i r eas i n he incom~s of the 

poorest groups in society as we gi ve to increasing the incomes of the rich, we 

would get quite a dif f e ren t impression of the achi evements of the past decade. 

The growth of total income in Braz i l, Mexico, and India, for example, would be 

one to two percentage point s lower t han the gr owth as measured by the GNP. But, 

in a number of cases -- i ncludi ng , f or example, Sr i Lanka and Colombia -- the 

oppo s ite is t r ue. In these countries~ giving equal weight to the growth of 

income of each citizen , regardles~ of l i s cur ren t wealth, results in a more 

favorable picture of economic pe r formance than does G't\T because it gives credit 

for some red i s tribut i on of t he benefit s of gro\..rt h tmvard the lo,ver income groups. 
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The adoption of a people-oriented meRsure of economic performance ':voul d 

constitute an important step in the redesign of development policies. It would 

require governments, and their planning and finance ministries, to look at the 

allocation of resources in a quite different way. They ,.muld have to consider 

not only the total output of an investment but also how the benefits would be 

divided. This would give practical, operational significance to the rhetorical 

statements of social objectives now embod::i.ed in most development plans. These 

distributional considerations could then be incorporrtcd into the procedures for 

project evaluation used by the developing countries and by the lending agencies. 

We are, in fact, introducing this type of analysis in tlc World Bank[ ?] 

Location of ?overty 

Such a proposed reorientation of development strategy would require far 

greater precision in identifying the main concentrations of the poorest people 

in a given society and examining much more intensively the policies and invest-

ment s through ~hich they can be renched. 

· The center of the problem today is clearly in the rural areas~_/, and all 

of our analysis indicates that this is likely to continue to be true during the 

riext two or three decades: 

• At the present time, 70 per cent of the population of our developing 
•S 

member countries a~ ~ p.GG};......at;a £.o iMl in rural areas • 

• Although demographic projections indicate that 60 per cent of the 

population increase in these countries (an increase of 2 billion 
I 

people by the end of the century) is expected to take place in urban 

a/ It is true of course that tens of millions of the victi~s of poverty in 
the developing world live in the slums of the urban areas and that their 
social and economic advance depends on an acceleration of ; the pace of 
indus tria l i za tion. I have discussed this subj ect with you before and 
will do so again , but today I want to concentrate on he problem of 
poverty i n t he countrys ide where the overw1el min , majority of t he 
people l i ve. · 



- 16 -

areas, largel~ through migration, it is est imated tha t in the year 2000 

more than half of the developing nations ' people will still r eside in 

the countryside . 

• Rapid urbanization is already creating very serious problems. Under 

present policies, public expenditures per head of urban population 

are typically three to four times as great as they are in rural areas. 

Thus, efforts to relieve rural poverty by still greater migration to 

the cities will only result in a more inequitable division of public 

expenditures and exacerbate the existing inequalities of income • 

. Within the rural areas the poverty problem centers primarily on low 

productivity of the small subsistence farms. The truth is that there 

has been little if any increase in their productivity in the past decade. 

Despite the overwhelming evidence of the magnitude of the problem in the 

countryside, emphasis on rural poverty raises a fundamental question: Is it a 

sound strategy to devote a large part of our efforts on increasing the produc-

tivity of small-scale subsistence agriculture? 'vould it not be better to 

concentrate most of the development resources in the modern sector in the hope 

that its high rate of growth "'rould filter down to the other sectors of the 

economy? Is not the modern sector, in due time, likely to absorb the tradit ~onal 

sectors? 

The ans,ver, I believe, is no, 

Experience demonstrates that there , is only a limited transfer of benefits 

from the modern to the traditional sector. Disparities in income will widen 

unless action is taken which will directly benefit the poorest. Therefore, in 
.. 

my view, there is no viable alternative to increas ing the productivity of 
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small-scale agriculture if any significant advance is to ~e made in solving the 

problems of absolute poverty. 

But if there is no a lternative to the accelerated development of small-scale 

agriculture, that does . not mean there need be conflict between that objective 

and the growth of the rest of the economy. The fact is that a strategy for 

increas ing the productivity of subsistence agriculture can- neither be designed 

nor implemented in an environment of overall economic stagnation. The small 

farmers cannot prosper unless there is rapid growth in other sectors from which 

they will draw a part of their .funds and on which they will depend for demand 

fo r their produce. But the reverse is also true -- and it is time that we 

recognize it. Without rapid progress in smallholder agriculture throughout the 

developing '"orl d , there can neither be hope for stable long-term economic grov:th 

no r the prospect of a significant reduction in the levels of absolute poverty. 

\<!e must fact· the fact that very little has been done over the past two 

decades specifically designed to increase the productivity of subsistence 

agriculture . ~'either political programs , nor economic plans, nor international 

assistance -- bilateral or multilateral have given the problem serious and 

s stained attention. The World Bank is no exception. In our more than a quarter 

century of opera tions, out of our $25 billion of l ending, less than $1 billion 

has been devoted directly to this pr6blem. 

It is tim~ for all of us to confront this issue head-on. 

V. A STRATEGY FOR RURAL DEVELOPMENT 

Obstacles to More Rapid Growth 

First, let us look at some of the obstacles to dealing_ more effectively 

with rural development ; 
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• An immense number of people is involved, well over 100 million 

families more th~n 700 million individuals • 

• The size of the average holding is small and often fragmented. Out 

of 140 million farms,- more than 100 million are less than 5 hectares 

and more than 50 million are of less than 1 hectare. And the 100 

million farms occupy only 20% of the arable land • 

• Ownership of land, and hence power in the rural areas, is concentrated 

in the hands of a small minority. According to a recent FAO survey, in 

most developing countries, the wealthiest 20% of the landowners own 

between 50 and 60% of the cropland. For instance, the richest 20% of 

landmmers own 82% of the cropland in Venezuela, 56% in Colombia, 53% 

in Brazil, and about 50% in the Philippines, India, and Pakistzn • 

• Even the use of the land the small farmer has is uncertain. Tenancy 

arrangements are often extortionis t and g~nerally insecure. In many 

countries tenants pay 50-60% of their produce as rent and still face 

the constant threat of eviction. This of course erodes their incentive 

to become more productive • 

• The rural credit institutions are inadequate, and usually bypass the 

small farmer. Institutiona l credit is clearly essential if the farmers 

are to increase productivity per hectare. They must buy more fertilizer 

and pesticides; they must invest in punps and implements. At present 

they generally s pend less than 20% of what is required on such inputs 

because they simply do not have the resources . 
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• Development of ~~ater resourc.cs has lagged almost everywhere. The ne'" 

agricultural technologies which have been developed depend on an assured 

supply of \-later. Even where investments in major irrigation facilities 

have been substantial, on-farm developments to utilize the water have 

trailed far behind, particularly for small holdings • 

• Technical advice and assistance is generally not available to the small 

farmer . There are too few extension agents. In developed countries 

5% of the agricultural labor force consists of professional and technical 

,,.,orkers: The FAO has expressed the hope that the developing countries 

might reach at least one-tenth of that level by 1985. 

Research, on which extension services must be based, is underfinanced 

and frequently does not deal '~ith the special production problems of 

the small farmers . 

It has sometimes been suggested hat the productivity of small-scale 

holdings is inlterently low. This is not true . Not only do we have the evidence 

of Japan to disprove the proposition, but a number of recent studies on developing 

countries also demonstrate that big farms are not ahvays more productive farms. 

For example, output per hectare in Guatemala on the smallest farm size groups was 

92% higher than on the largest size groups; in Taiwan , 67% higher; in India , 37% 

higher; and in Brazil, 33% higher . And it is, of course , output per hectare \vhich 

is the relevant measure o f agricultural productivity in land- scarce labor-surplus 

economies; .not output per worker . 

Focussing on Smallholder Agriculture 

There is ample evidence that modern agricultural technology is divisible, 

and that the scale of oper a tions is no barrier to raising agricultural yields. 
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On a national ba s is, farmers in Japa n a d Taiwan , where average size of hold ings 

is less than 2 hectares, have increa sed output between 3 and 5% a year in recent 

decades. 

The question, then, is what can the developing countries do to increase 

the productivity of the small farmer . How can they duplica te the conditions 

tvhich have led to very rapid agricultural growth in a fey,r experimental areas so 

as to stimulate agricultural growth and combat rural poverty on a broad scale? 

The first step is to set a goal so that we can better estimate the amount 

of financial resources required, and provide a basis for measuring progress. 

I suggest that tve aim at increasing production on small farms at a pace 

such that by 1985 their output will be growing at a rate of 5% per year . If 

smallholders can ma intain that momentum, they can double output between 1985 

and the end of the century. 

This is an ambitious goal. A 5% r ate of growth has never been achieved on 

a sustained basis among smallholders in a ny e'tensive areas of the developing 

world. With the exceptions that I have noted, smallholder production has risen 

on average only about 2.5% per year in the past decade . 

But if Japan in 1970 could produce 6720 kg. of grain per ha. on very small 

f arms, then Africa t.,rith its 1270 kg. per ha . , Asia with 1750 kg., and Latin 

America Hith 2060 kg. have an enormous potential for expanding productivity . 

Thus, I believe that a 5% gro ~th rate by 1985 is a feasible goal. It 

recognizes that progress will be slow during the next five to ten years while 

n e\•1 institutions evolve, new policies take hold, and new investments are i mplemented . 

But after this initial period, the average rate of growth in smallholder agr i cultural 

produc t ivity can .. be mor e than double today ' s rate, transforming the lives of 

hund reds o f millions of people. 
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~1at will it require to ac6omplish this goal? 

Neither .... :e at the Bank nor n.nyone else has very clear ans~vcrs about the 

best ways to bring improved technology and other inputs to over 100 million 

small farmers -- especially to those in dry land areas. Nor can we be very 

precise about the costs . Rut we understand enough to get started. Admittedly 

'\ve v...rill have to take some risks . VJe will have to improvise and experiment. And 
) 

if so~e of the experiments fail, ~ve must learn from them and start anew. But 

we must not delay. 

Eow then should we begin? 

Though the strategy for increasing the productivity of smallholder agriculture 

is necessarily tent~tive, the following are essential elements of any comprehensive 
,, 

program: ,, 

• Acceler~tion in the rate of land and tenancy reform 

• Bronder access to credit 

• Assured availability of '\ater 

• Expanded research to find technological solutions to the high-risk 

production situations which often face the rural poor 

• ~ore widespread extension facilities 

• Greater access . to public services 

• And ne~v forms of rural institutions and organizations which t-7111 gtve 

as much attention to promoting the inherent potential and procuctivity 

of the poor as is so frequently given to protecting the power of the 

privileged. 

These elements are not new -- the need for them has been recognized for a 

long time. But they \vill continue to remain pious hopes unless we develop a 
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,. 
frame..,.,~ork of lmplementation nnd agree to n commitment of re ·ource.s commensurate 

,\~ith the size of the problem. That is what I propose. 

Organizational Change 

The organizational structure for supporting smallholder agriculture is 

probably the most crucial and difficult problem. Let me examine this subject 

) 

for a moment, and then turn to the other elements in sequence. 

Obviously it is not possible, '""i th present and fo eseeable re-sources, to 

deal individually with over 100 million small farm families. ~~lA is required 

is the organization of farm groups and the development of delivery systems Phich 

will service millions of farmers at low cost . Smallholders must develop new 
\( 

ways to pool their resources, and governments and co~nercial institutions must 

find new channels through which to relate to them. It is clear that new inter-

mediate institutions will have to be developed to provide technical assistance 

and financial resources. 

Such institutions and organizations can take any number of fo1~s : small-

holder associations, local farm organizations, village or district level 

cooperatives, various types of communes. There are, of course, many indigenous 

experiments already going on in various parts of the world. Y-1hat is important 

is that whatever institutions are devised should be suited to the political 

and social environment of the country and to the formidable task at hand . . 

Experience shows that there is a greater chance for the success of these 

institutions if they provide for popular participation, local leadership, 

decentralization of authority, and financial discipline among the membership. 

Ideally, they should aim at an optimum mix of self-reliance and government 

assistance. 
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The reorganization of governmc t s ervi ces a nd institut ions is equc..lly 

important. No program will help small farmers if it is designed by those who 

have no knm.\"'ledge of their problems and opera ted by those who have no interest 

in thei r future. 

In most countries, the centralized administration of scarce resources -­

money and skills -- has resulted in most of them being allocated to a small 

number of rich claimants. This is not surprising since economic rationale, 

political pressure, social suasion , and personal interest all point in the saMe 

direction. It will clearly req ire courageous political leadership and strong 

national resolve to make the governmental structure more responsive to the 

needs of the subsistence farmers. 

The ablest administrators, for example, must no longer be reserved exclusively 

for the modern sectors. Top engineering t a lent must be devoted to the problems 

of small farm irrigation. Young gra uates nn st be motivated to ta e· on the 

probleMs of the rural p9or, and b rewarded for dealing with them. Educational 

institutions must recognize that the training in practical skills is as important 

as the accumulation of theoretical knowledge. In short, national managerial and 

intellectual resources must be redirected to serve the many instead of the few 

and to attack poverty directly by providing more of these resources to those 

who need them. 

Acceleration of Land and Tena ncy Reform 

In addition to such institutional changes, other structural changes are 

necessary. Foremos t nmong thes e is land and tenancy reform. Legislation dealing 

with such reform has been pas s ed or at least been promised -- in virtually 

every deve lopine ~ountry. But the rhetoric of these laws has far outdistanced 
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their results. With few exceptions, they have produced little redistribution 
,• 

of land, little improvement in the security of the tenant, and little consolida tion 

11 h ld
. Such actions as have been taken have not been accompanied by 

of sma o lngs . 

adequate institutional support and hence have had little impact on the bulk of 

the rural population. 

No one can pretend that genuine land and tenancy reform is easy. 
It is 

hardly surprising that members of the political pm er structure, tvho own large 

holdings, should resist reform. But the real issue is not whether land reform 

is politically easy. The real issue is whether indefinite procrastination is 

politically prudent . An increasingly inequitable situation is a constant threat 

to politic~l stability. 

In many countries it is urgent that equitable land and tenancy reform 

pro3rams be designed -- programs involving reasonable land ceilings , just 

com~ensation , sensible tenancy security~ adeq ate incentives for land consol-

idation and institutional support. 

they must be quickly implemented. 

And not only mus.t such program~ be de~i d v gne , 

There is, of course, no universal blueprint for land reforms, but those that 

have been successful have had certain characteristics in common: 

. The objectives of the land reform were clearly spelled out and 

vagueness and uncertainty were reduced, 

sec or act v t es replacing • The reform has been accom•1)anied by public t i i i 

the logistical support (ma :!.nly supplies and credit) formerly pro~idcd 

by the landlord, 

• The reform has upgraded the status of the tenant in addition to 

redistributing the land, 
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And the reform rcdistri.bu ted unused land rather than lond rrlready 

under intensive cultivation. 

These basic changes -are long-term objectives. New institutions evolve 

only gradually and land reform is not a universal panacea. If we are to achieve 

the goal of a 5% rate of growth in output on small farms by 1985 , we must supple­

ment these changes with actions which can be implemented now and which can yield 

quick results. That means we must use the existing institutional framework, even 

while we are trying to modify it. 

Broader Access to Credit 

One major obstacle the small farme_ fac s is the lack of credit. No matter 

how knowledgeable or well motivated he may be, without such credit, he cannot buy 

improved seeds, apply the necessary fertilizer and pesticides, rent equipment or 

develop his water resources. In Asin, for xample, the cost of fertilizer and 

esticides required to make opti1nwn u~ e Jf the c " ~ h:tgh yielding rarieties of 

wheat and rice ranges from $20 to $80 per 1 ctare. But the small farmer there 

spends on average only about $6 per hectare, and most of that does not come from 

institu .ionnl sources of credit. 

The present institutions in the rural areas are simply not geared to meeting 

the needs of smallholder agriculture. In countries as disparate as Bangladesh 

and Iran, less than 15% of institutional credit is available to rural areas~ in 

}fexico less than 20%; in India less than 30%. And only a fraction of this is 

available to the small farmer. Even then it is accompanied by stringent tests 

of creditworthinesst complicated application procedures and lengthy waiting periods . 

· Existing commercial institutions are reluctant to make credit available to 

the small fame.rs since the administrative and supervisory costs of small lonns 
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are high. Further, t~c subsistence farmer is operating ~o close to the margin 

of survival that he is simply not as creditworthy as his more wealthy neighbors. 

/or do governmental credit policies always help the small farmer, even 

though the intention may have been to shape them for that purpose. Concern over 

the usurious rates the farmer pays the money lender when he has no access to 

institutional so rces of credit has led to unrealistically low rates for institu­

tional credit. This is generally accompanied by low ceilings on interest paid 

on deposits, vJhich in turn discouraees savings since the reRl rate of return for 

the depositor, under inflationary pressures, turns out to be negative. Reduced 

savings means a restricted supply of capital, which in the end is lent to the 

most creditworthy clients -- the larger farmer. 

On the other hand, interest-rate reform in a number of countries demonstrates 

that realistic interest rates can attr ct savings from all income groups~ Clearly 

a higher volume of savings in the rural areas is essential if the supply of capital 

to the small farmer is to be increased. He does not need six-month credlt at an 

annual interest rate of 5% for projects ~1ich will yield 20% or more per year. 

He would be much better off if he had to pay a realistic rate of interest but 

could actually get the money. If any subsidy is required, it is to meet the high 

costs of administering a credit progr&~ for small farmers. These costs can be 

offset within the banking system -- through reserve requirements and similar 

measures. Reducing the _lending rate to the farmer to unreali.nt1cally lo1;.r levels 

only makes the program less attractive to the banks. 

An urgent step for govern~ents is, therefore, to review their financial 

policies as they affect agriculture to make sure that good intentions do not have 

pernicious consequences. In many of our member countries, interest rate reform 

is long overdue. 
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As sured Availability of Water 

Though credit is required to purchase physical inputs such as fertilizer 

and improved seeds, these inputs often cannot be very productive unless there 

is an assured supply of irrigation 'vater available, and it is used effectively . 

This will require continued research into the most productive uses of water, 

substantial investment in irrigation, and increased attention to on-farm 

irrigation methods. 

It is estimated that the presently irrigated area in the developin~ world 

of 380 million acres can be expanded by another 260 million acres but the 

additional cost would be high: over $200 billion. And not only is expansion 

of irri?,ated land expensive, it is a slo'v process. No major irrigation dam· 

which is not already in the active design stage is likely to yield significant 

on-farm benefits before the m:i.d 1980s. Although investments in major irrigation 

projects \vill continue to be an :Lmportrt1t part of national i vestment plans, and 

of Bank financing, they mu s t be .. upple1 en ted by more quick yielding progrnm.s which 

can benefit the small farmere 

First, much greater emphasis must be placed on the on-farm development 

necessary to take advanta~e of existing irrigation developments. There are too 

many cases -- in our experience and in that of others -- where it has taken ten 

years or ~ore after the dam was completed for the water to reach the farmers . 

The allocation of budgetary resources bet~veen major irrigation ~ ... orks and on-farm 

~ 
( 
I 

development is often heavily skewed tmvard the former. The excitement of harnessing 

a major stream is not matched by bringing a trickle of water to a parched acre. 

A redirection of budgetary resources is essential. 
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Secondly, bu dgetary resources for on-farm watet· deve o 1ment o-ften ,:tssist 

only a small number of potential farmers because of the mistaken belief that 

the cost of such improvements must be borne by the governments. As a result, 

the amount of funds invested in irrigation is severely restricted. But in many 

parts of the world water is the most valuable single input a farmer can have. 

With an assured water supply' he can use the new technologies and his income 

can often more than double in a year. 

There are fe\·,' farmers ":ho would not be willing to pay the costs of this on-

farm improvement. If this is done, any given governmental budget can be supple-

mented by private funds. }1any more farmer s can be serviced, and the benefits of 

irrigation systems can be utilized more quickly. In the areas 'vhere this approach 

has been tried, it has been successful. 

But development of present command irrigation areas, though necessary, is 

not enot· bh. Too T·l~ y small farmers '·lOuld be left unaffected. These proPrams 

m• st be suppl~mente.d by others vhich can bring water to farms outside ·major 

irrigation projects -- and do so cheaply. Tubewells, low-lift pum?s and small 

d?..ms can make major contributions to productivity. Moreover, these investments 

nre v.~i th1n the reRch of individual farmers or groups of farmers. 

The evidence from India, Bangladesh, Pakistan and other countries clearly 

demonstrates that farmers outside major irrigation projects will purchase pumps 

and dig tubewells. The experience also suggests that the most rapid development 

occur s if the government makes resources -- credit, pumps, drilling equipment --

available and creates a climate in 't~hich private initiative and local cooperntive 

efforts can flourish . 
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:.xpans :!.on of Extension Services and of Research 

Greatly expanded extension services are another necessity for the small 

farmer . The projected annual output of trained personnel from existing agricul­

tural extension institutions can .at best satijy less than half the total needs 

of the developing world. In the developed countries, the ratio of government 

a~ricultural agents to farm families is about 1 to 400. In developing countries, 

it is about 1 to 30,000. Only a small fraction of even these limited services 

is available to the small farmer. 

It is not primarily the deficiency of funds that is delaying the necessary 

expansion of extension services. It is the deficiency of resolve to do more for 

the small farmer ~vho desperately requires these services. Funding for agricultural 

training should be increased rapidly, the lin<s between research institutes and 

farm workers strengthened and educational priorities reoriented. There is scarcely 

a single developing country which does not produce too many lawyers, but there is 

no developing country which produces enough extensio agents. Governments cannot 

control personal career objectives, but they can offer appropriate incentives, 

and promote more realistic vocational choices . 

Thus the annual cost of training the required extension personnel would be 

modest as a percentage of GNP or budgetary resources . TI1e net cost -- after 

deducting savings from changed allocations -- would be even less. As long as 

the supply of extension wor~crs is grossly inadequate , only the large farmers 

will benefit and the needs of the poor will be ignored. 

The quality of the extension services depends, of course, on the underlying 

agricultural research. In a sample of five major developed countries, the govern-

ments are allocating annua lly from $20 to $50 per farm family for applied research; 
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for five major developing countries the comparable figures are 50 cents to $2 
- \ 

per farm family. 

The international ne~Nork of agricultural research has grown impressively. 

The Bank's chairmanship of, and participation in, the Consultative Group on 

Agricultural Research (and particularly its contribution to the financing of 

tlte new International Crops , Research Institute for the Semi-Arid Tropics) is 

one of its important functions. But very Much more needs to be done at the 

national level to explore the special equipment needs of the smnll operator, 

to develop new technologies in the non-cereal crops and to help the farmer in 

non-irrigated areas. 

General expenditures on research and development in the developing countries 

are notoriously low and must be increased substantially. In doing this, govern-

ments should give very high priority to strengthenirig that type of research which 

~vill benefit the smnll farmer -- rese._ rch to produce lm?-ri-sk, low-cost technology 

that he ca! p t to immediate unc. 

Greater 

In other areas too, public services are 8rossly inadequate. The income of 

the small farmer could be substantially increased if he were supported by better 

physical infrastructure. It is not within the power of the developing countries 

to provide all such infrastructure quickly to the millions who need it because 

of its costs. But much of this infrastructure can be pro1ided by organizing 
J 

rural works programs to construct small feeder roads, small-scale irrigation 

drainage systems, storage and market facilities, community schools and health 

centers, and other facilities \-.Thich make extensj_ve use of local labor and 

relatively simpl~ stills. 
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There is no mystery about designing these programs. They have Jerked 

successfully at various times in cxperimenta1 projects in Bangladesh, Tunisia, 

Indonesia and other countries. The major handicap of these programs has been 

their limited scale and the inadequate management and technical skills devoted 

to them. The task for governments is gradually to extend these projects to a 

national scale. This requi~es funds, of course, but it requires more than that. 

It requires national resolve and leadership to divert the financial, technical 

and intellectual resources from less :i.mportant programs and dedicate them to 

the efforts of the rural poor to improve their lives. 

Basic chnn~e is also necessary in the distribution of other public services~ 

In last year's address I stressed the potential for helping the poor through a 
,_. 

redirection of public( services. In the rural areas public services are not only 

deplorably deficient, they are often not geared to the needs of the people they 

are supposed to serve . Educational systems must stress relevant knowledge about 

agriculture, nut~ition, fanily planning both for those within and outside of the 

form2-l school program . Health services must be developed ,,,hich can assist in 

eradicating the common enervating diseases that afflict the rural poor. Electricity 

in rural areas is no luxury and does not aim merely to place a lightbulb in every 

dHclling. One of the most important uses of rurnl electricity are production 

appliances , such as water pumps. Urban lighting and air conditioning should no 

longer have priority on electric distribution systems. 

Every country must examine why it can afford to invest in higher education, 

but fails to provide incentives to attract teachers to rural areas; why it can 

staff urban medical centers and export its dccto r s abroad, but fails to send its 
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LOctors to the countryside; why it can build urban roads for the private auto-

~obilc, but cannot build feeder roads to bring produce to the market. 

Resources are scarce in the developing countries, and their redistribution 

\·:ill not provide enough for everyone's needs. But a major redistribution of public 

services is required if the small farmer is to be provided with even a minimum of 

economic and social infrastructure. 

The prograrns · r have discussed above can all be initiated quickly by govern-

ments , and will make a major contribution to the goal of a 5% growth rate in the 

output of sm?.ll-scale agriculture by 1985. All of these programs deserve, and 

'"ill have, the full support of the Bank Group. 

However, the measures I have outlined are primarily an indigenous respons-

ibility of the developin2 countries. Indeed, it \vill be a great diss ervice on 

the part of aid agencles if they 'vere to convince the developing world, or 

themselves, that policie~ for ural poverty can be fashioned and delivered from 

a road . The problem must be perceived and dealt within the developing countries. 

But the i1ternational co~~unity can, and must help. The resources required 

to achieve a SZ growth rate in the yields on small farms by 1985 are very large. 

One estimate 'vo ld place the annual cost of on-farm investment, land and '\'a ter 

resource development, additional training facilities, and minimum working capital 

requirements for smallholder agriculture at $40-50 billion. This is more than 

7 percent of the combined c-rp of the developing countries. 

Part of these resources must come from additional savings generated by the 

farmers themselves, and part must come from redirecting resources from other 

sectors in the developitg countries. 
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But part of these resources must come from the international community 

in the form of services and_ financing which the small farmer needs. 

An Action Program in the B~nk 

\ft1at can the Bank do to assist in this effort? 

First of all, we expect to lend $4.4 billion in agriculture during our next 
~ 

five year program (1974-78), as compared to $2.2 bill ion in the first five year 

a/ 
pro~ram (1969-73), and $620 million in the 1964-68 period.-

This in itself is a form:f.dable target, but more importantly '\ve intend to 

direct an increasing share of our lending to programs which directly assist the 

small farmer. In the next five years v.Te expect that about 70% of our agricultural 

loans Hill contain a component for the small farmer. These programs are now 

being prep~red in consultation \·lith governments. 

Xonetheless, our lending will only fin2nce a small portion of the total 

credit and investment needs of .,mallholder agriculture. \,Te must therefore pay 

particulRr attention in our economic advice to governments regarding the sectoral 

and financial policies which ~ffcct the rural poor so that our resources and those 

of the governments \·Jill have a maximum impact. 

w~ile experimentat:f.on and innovation Hill continue to be essential, the broad 

policies governing the Bank's program are clear: 

\ve Rre prepared to do much more to assist governments in the reforms 

of their agr:f.cultural financial structure; to support intermediate 

institutions to bring credit to the small farmer; and to make credit 

available to enable them to ?urchase necessary inputs. 

~ I Figures for all three periods ere in 1973 dollars. 
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• We intend to continue to invest in large irrigation projects and in 

the recovery of saline lands, but we will emphasize on-farm development 

with a maximum of self-financing to assure that the benefits of 

irrigation reach the farmers more quickly • 

• We \vill support non-irrigated agriculture, including the financing of 

livestock production, and in particular small-scale dairy farming in 

milk-deficient areas . 

. We are prepared to finance programs for ~te expansion of training 

facilities for extension agents to help rRise the productivity of 

the rural poor • 

• \·?e are prepared to finance rural works programs as well as multi­

purpose rural .~evelopment projects • 

• \\lC stand ready to help support land and tenancy reform programs 

by providing the follo,v-up lo~istical sup ort req \ . red by the small 

farmer and to assist in the technical and financial Clspects of land 

purchase and consolidation . 

• We will, in our lending for infrastructure, strongly urge that account 

be taken of the urgent requir ements of the rural areas . 

• We have financed agricultural research institutions in the past and 

are fully prepared to do more in the future, especially in regard 

to the development of an appropriate technology for semi-arid 

agriculture. He propose to support investigation into the most 

effective uses of water at the farm level, especially in water­

deficient areas. We are already supporting one such investigat ion 

in Hexico ... 
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I recognize that the Bank's ·efforts will only make a modest contribution 

to a massive undertaking. The goal of achieving 5% growth rate in output on 

small farms by 1985 is ambitious. But it is also necessary. It can be done 

if governments and the international community dedicate themselves to it. If 

it is accomplished, i.t will transform the lives of 700 million people -- people 

,,,ho are noH desperately poor and neglected. 

Let me now summarize and conclude the central points I have made this morning. 

If we look objectively at the 'tvorld today, we must agree that it is character-

ized by a massive degree of inequality. 

The difference in living standards between the rich n~tions and the poor 

nations is a gap of gigantic proportions. 

The industrial base of the wenlthy natio s is so great, their techno!oeical 

capacity so advanced, and their consequent a antages so immense that it is 

unrealistic to expect that the gap will narrow by the end of the century. Every 

indication is that i ·t ,._.ill continue to grow. 

Nothing we can do is likely to prevct t this. But what we can do is to reduce 

the rate at which that gap is increasing. We can do this by acting to expand the 

'~holly inadequate flow of Official Development A~sistance. 

The flow of ODA can be incrensed, by 1980, to the target of .7% of GNP --

a target originally accepted within the United Nation~ for completion by 1975. 

This is feasible) but it will require renewed efforts by many nations, 

particularly the Uni.ted States. 

Further, we ,must recognize that a high degree of inequality exists not only 
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betv1een developed nnd developit g n ions but wi t h i n the d Neloping n<1t :..ons 
I 

themselves. Studies' in the Bank during this past year rei~force the preliminary 

conclusions I indicated to you last year: income distribution patterns are 

severely skewed within developing countries -- more so than within developed 

countries -- and the problem requires accelerated action by the governments 

of virtually all developing nations. 

A minimum objective should be that the distortion in income distribution 

within these nations should at least stop increasing by 1975, and begin to 

narrow within the last half of the decade. 

A major part of the program to accomplish this objective must be designed 

to attack the absolute poverty which exists in totally unacceptable degree in 

almsot all of our developing member countries: a poverty · so extreme that it 

degrades the lives of individuals below the minimal norms of human decency. 

The absolute poor are not merely a tiny minority of unfo tunatcs -- a miscel-

lancous collection of the losers in life -- a regrctt~ble but in ignificar t 

exception to the rule. On the contrary, they constitute roughly 40% of the 

nearly t"\JO billion individuals living in the developing nations. 

Some of the absolute poor are in urban slums, but the vast bulk of them arc 

in the rural areas. And it is there -- and in the countryside -- that their 

poverty must be confronted. 

We should strive to eradicate absolute poverty by the end of this century. 

That means in practice the elimination of malnutrition and illiteracy; the 

reduction of infant mortality; and the raising of life expectancy standards 

to those of the developed nations. 
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A major requirement for tha nccomplishrne1 t of this objective is an increase 

in the productivity of small-scale, subsistence agriculture. 

Is it a realistic goal? 

The answer is yes, 1f governments in the developing countries are prepared 

to exercise the requisite political will to make it realistic. 

It is they who must decide . 

As for the Bank, increased productivity of the small, subsistent farmer 

.will be a major goal of our progran of expanded activity in the FY1974-78 period. 

But no amount of outside assistance can substitute for the developing memb er . 

governments' resolve to take on the task. 

It will call for immense courage, for political risk is involved . The 

politically privileged among the landed elite are rarely enthusiastic over the 

steps necessary to advance rural development. This is shortsighted, of course, 

for in the long term, they, as well as the poor, can benefit . 

But if the governments of the developing world -- who must measure the risks 

of reform against the risks of revolution -- are prepared to exercise the required 

political will to assault the problem of poverty in the countryside, then the 

~overnments of the wealthy nations must display equal courage. They must be 

prepared to help them by removing discrimina tory trRde barriers and by substantially 

expanding Official Development Assistance. 

1·n1at is at stake in these decislons is the fundamental decency of the lives 

of 40% of the people in the 100 developing nations which are members of this 

institution. 

We must hope that the decisions will be the courageous ones. 
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If they are not, the outlook is dark. 

But if the courageous decisions are made, then the pace of development can 

accelerate. 

I b~lieve it will. I believe it will because I believe that during the 

remainder of this century our peoples will become increasingly intolerant of 

the inhuman inequalities 'vhich exist today. 

All of the great religions teach the value of each human life. In a way 

that was never true in the past, we now have the power to create a decent life 

for all men. Should we not make the moral prece?t our guide to action? The 

traditional extremes of privilege and deprivation are becoming increasingly 

intolerable. 

It is development's task to deal with them~ 

You and I -- and all of us in the international community -- share t~at 

responsibility. 

E N D 



A'.lstralia 

Austria 

Belgium 

Canada 

Denmar~ 

France 

Germany 

Italy 

Japan 

• Tetherlands 

Norway 

Port\!gal 

S· ... 'ec!en 

s~'itzerland 

United Kingdom 

United States 
b/ 

TOTAL 

PROJECTED FLOW OF OFFICIAL DEVELOPY.ENT ASSISTA~CE 
MEASURED AS A PE Cl:.:\T OF GROSS .. 'AT!O~ 'AL P .~ . r UCr £-_/ 

1970 1971 1972 1973 1974 1975 1976 

.59 .52 .56 .56 .59 .60 .60 

.13 .06 .17 .19 .22 .25 .26 

.48 .49 .54 .58 .65 .70 .70 
~ 

.42 .37 .42 .44 .45 .47 

.33 .43 .53 ~58 .64 .70 

.68 .68 .65 .65 .65 .65 .65 

.32 .34 .30 ~36 .36 .38 .40 

.16 .17 .16 .16 .16 .16 .17 

. 23 .23 .22 .28 .34 .40 .42 

.63 .60 .62 .63 .-66 • 70 .72 

.32 .33 .56 c67 .75 .82 

.6 1~ 1.43 .45 .45 .45 .45 

.36 .45 .50 .56 .65 .71 .75 

.15 .12 .22 .26 .30 .32 .34 

.37 .41 .41 .44 .38 .39 .42 

.31 .32 .30 ,25 .22 . e22 .21 

.. 3l~ • 35 .34 .34 .34 .35 . .36 

~/ Countries included arc members of OECD Development Ac:~sistance Committee, 
accounting for more then 95% of total Official Development Assistance. 
Figures for 1970 and 1971 are actual data. The pt6jections for later 
years are based on ~·orld Bank esti .ates of growth of. GNP, on inforrna tion on 
budget appropriations for aid, and on aid policy sta~ernents made by govern­
m£nts. Because of the relatively long period of time required to tr2nslat e 
legislative .authorizations first into commitments and later into disburse­
ments, it is possible to project today, with reasonable accuracy , ODA 
flm s (wdich by definition represent disbursements) for 1976. 

b / As Accently c.s 1963 '.S., Offic:'_?.l Ik:velopr .. ,~nt A.'Js:.sta!:lce m:10 nted. to 
e 59,~ o f G/? ~-•d in 191}? $.t t 1e ~~ :t,_ning of th _. Ha shall "')lan it 
nmount d to 2.79%. 
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Data for 1970 - LDC GNP per cap. & Population 

1. Total LDC Population (Atlas), excluding Mainland China, 
North Korea, N. Vietnam, and COMECON countries 

2. a. Population of countries with GNP per cap under $200 
of which covered in Adelman sample 

b. Population of countries with GNP per cap $200-350 
of which covered in Adelman sample 

3. a. Average per cap income of lowest40% in sample of 
countries with per cap income of under $200 
(Source: Adelman) 

b. Total number of people in this group 

ATTACHMENT H 

M i 11 ion 

1,818 

1 '088 
(834) 

326 
(218) 

$44 

40 
X 1,088 100 435 million 

4. a. Average per cap income of lowest 20% in sample of 
countries with per cap. i·ncome $200-350 (Source: 
Adelman) $57 

b. Total number of people in this group 
20 
lOO X 326 65 million 

5. Therefore, 500 million have an average per capita income of 

g i~o X I' 088 X 40 + c~~o X 326 X 5~ ~ G~o X I' 088 
20 , '\ 

+ 100 X 32~ = 

[$1 ,914] [$371] -: [500] 

6.. a;. tn order to get to the lowest 40 percent for the LDC's, we 
take the next quintile for the countries with a per cap. 
income of under $200, thus giving us a total of 

500 + 1,088 = 718 million. 
5 

718 million constitute 39.5 percent of total LDC population. 

b. The average income of these 718 million is 

(j same as i tern 51 + ~~O x J. 088 x 6~ ~ ~~O x 

[$1 ,914m]+ [$371m] + [$1,395 m] ~ 718 =$51 

7. Adjusting for purchasing power parity: 

150 $51 x 100 = $77 or 21 US cents per day 

or 175 
$51 x 100 = $89 or 24 US cents per day 

or 200 
$51 x 100 = $102 or 28 US cents per day. 

20 ] 
1,088 + lOO X 32~ 

$46 
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North Korea, N. Vietnam, and COMECON countries 

2. a. Population of countries with GNP per cap under $200 
of which covered in Adelman sample 

3. 

b. Population of countries with GNP per cap $200-350 
of which covered in Adelman sample 

a. Average per cap income of low~st40% in sample of 
countries with per cap income of under $200 
(Source: Adelman) 

ATTACHMENT H 

M i 11 ion 

1,818 

1 '088 
(834) 

326 
(218) 

$44 

b. Total number of people in this group 
40 
lOO X 1,088 435mi11 ·ion · 

4. a. Average per cap income of lowest 20% in sample of 
countries with per cap. income $200-350 (Source: 
Adelman) $57 

b. Total number of people in this group 
20 
Too x 326 65 million 

5. Therefore, 500 mil 1 ion have an average per capita income of 

E igo x 1 , o88 x 40 + (~go X 326 x s~-: (no x 1 • o88 
20 

+ 100 X 

[$1 ,914] [$371] .. [500] . 
6.. a. tn order to get to the lowest 40 percent for the LDC's, we 

take the next quintile for the countries with a per cap. 
income of under $200, thus giving us a total of 

500 + 1,088 = 718 million. 
5 

718 million constitute 39.5 percent of total LDC population. 

b. 

32v 

The average income of these 718 mill ion is 

[rsame as i tern 5] + [fgo x l. 088 x 6~ ~ ~~0 x 
20 J 

1,088 + lOO X 3~ 

[ $ 1 , 9 1 4m ] + [ $ 3 71 m] + [ $ 1 , 3 9 5 m ] -: 71 8 = $ 5 1 

7. Adjusting for purchasing power parity: 

$51 150 
X 100 = $77 or 21 us cents per day 

or 
175 $51 X 100 = $89 or 24 us cents per day 

or 200 
$51 X 100 = $102 or 28 US cents per day. 

= $46 
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INTERN .~TIONAL DEVELOPMENT j INTERNATIONAL BA'• K FG ~ INTERN ATIONAL FH·u\r, r.c:: 
ASSOCIATION ~ECONSTRUCTI ON AND D ~VEL O PMENT CORPORATION 

OFFICE MEMORANDUM S'~~ 
TO: Mr. McNamara DATE: June 21, 1973 

FROM: William Clark 

SUBJECT: Detailed Comments of Draft Soeech of 6/18/73 

The references are to the green numbers on the attached draft: 

1. ''The nature of the poverty problem". This is ·a very un£eeling 
phrase to use on . the edge of the poverty problem as we shall be in 
Nairobi. 

2. Is ~ 1't there something repetitious about\ ... outlining a plan for 
World Bank >perations in support of these new strategies~ and five 
lines below suggesting the scope of the five-year plan. 

3. I find page 2 and a little subsequent somewhat lacking in 
modes·ty. 

4. (P.lge 3} "Technical and financial assistance for population 
projects". Was there really a heavy demand for financial assistance? 

5. (Page 4) The top paragraph sounds a little anti-climactic in 
suggesting that we have two projects unly~ This is a matter of 
phraseology, not fact' .. 

6. (Ptge 5) In the first two lines I think it's a pity to su~ges~ 
that an inc~ease in operations and an emfhasis towards socially oriented 
sectors shoJld be expected to affect net income. 

7. (Page 5} Couldn't one sum up at the end of these "three 
inter-related difficulties" by saying something like "In sum there is 
a shortage of resources with which to buy needed goods and services 
in the developed world." 

B. (Page 6) 'tor'hat should be their objective". As World Bank we 
are presumably rich and poor nations, and I dislike the feeling· that it 
is "their" objective rather than our objective. This is a general point 
that I feel we shou~d look throughout the s·peech to :nake sure that we 
do not identify ourselves with the rich side of the ~quation; we ar~ 
on both sides of the equation. 

9. (Page 7) I must say that I do not like this opposition between 
"absolute" and "relative" poverty. It is not novel, and .whilc relative 
poverty has meaning, I do not quite believe that absolute poverty has 
any identifiable significance. It is so different in the streets of 
Calcutta, and in the rural slums 200 miles away. .,/., cl c-u.. ' ~ ~c.-_ ~ L M.) ~ ...... /)" r..,... 

v--- d/Y.,__ r-t J J ( f fr(( "c:kr v'tJ:. r v-n_--.J; It ~ • 5 
I J; )- I { .... , · ··~ "t. .. .., J:: .. r..( ,. r ~ -- ~ <;. .. ~':. ( .. "'"' ~ , ~ J. c,-.., · ·~--. / } t 
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10. (Page 7) I wonder whether some throw-away phrase such as "I 
do not need to tell you" could be inserted before this description of 
poverty.·· 

11. (Page 8) Again we identify with the rich. 

12. (Page 8) The Talleyrand quote is really rather an old cliche, 
and is so much better known and more elegant in French than in English, 
I wonder whether its effect is very real. 

13. (Page 9) "The facts of ODA" is an odd unintelligible phrase. 
At the bottom of the page I find the last four lines very jargony. 

14. (Page 11) See note number 1. 

15. (Pa .·~e 11) I think the reference to the collection of statistic~ 
on income dist:ribution is somewhat offensiv~ in Nairobi. It again sugge!, ts 
that we are d1!aling at arms' length with our members and are more impressed 
by statistics than by what we see with our eyes. 

15. (Pa~e 13) 1 think the first sentence of the second paragraph 
needs reversing. 

16. (Par,e 13) I like this concept and want it kept in, but it is 
still difficu_t to fol.lQw. Also are we···- going to have trouble if we 
identify Sri I.anka as a model child? What about Chile? 

17. (Pa&e 14) I find this paragraph on the location of poverty 
again somewhat arrogant and God-like. Prob1bly most of the African 
members in the audience know many of these facts from experience and 
not from "our analysis". I wonder whether the phrase "poor people" is 
an adequate description of what we sometimes call the poorest of the poor. 

18. (Page 15) I had to read this several times before I could really 
see what it is driving at. I think there is a lot of jargon. What is 
"acceleration of urbanization"? Is it taking people off the land and 
into the slums? 

19. (Page 15) . Again I feel this phrase of "the poor" is a bit 
misleading, especially when you reflect that the top quartile in India, 
i.e. the rich)has an average income of about $500 per head per year. 

20. (Page 16) At the end of the top paragraph could we say that 
without this rapid progress there is going to be no end of national poverty 
(as well as absolute poverty) and that at best we will only have done 
half the job of development if we do not deal with these foundation 
problems. And at the end of the section could we not put in some reference 
to the fact that we are going to confront this issue head-on without 
neglecting everything else and without faddism. 
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21. (Page 18) As I have said to you orally, I think that this is a 
point at which one might say something about the psychological and sociological 
difficulties to be encountered in dealing with small holders, but go on 
to point . out in vivid terms· what can be done, and has been done. It 
occurs to me that some examples from our Lilongwe project in Malawi might 
do the trick. 

22. (Page 29) I think one might expand the dreary phrase "economic 
and social inErastructure" by saying something about how to make life 
in the villages and small towns worthwhile even without the '~right 
lights" of the cities. One of the effects of electricity reaching the 
villages is to make it possible to spend enjoyable evenings either watching 
films, televiuion, etc. or doing one's own thing in local theater. I 
know from experience that this is a very powerful factor in reviving the 
countryside iu parts of India. 

23 (Page 33) As well as reducing the rate at which that gap is 
increasing we can try to do something to put a floor under poverty and 
gradually raise that floor. I think the po3itive effort of raising . the 
floor of pove~ty needs to be stressed • 

.. . 
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