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WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
/ 

TO Mr. Robert S McNamara 0 .1\Tt December 31, 1980 

j~\t \) I;) \.BOM . Hollis B. Chenery, VPD 

SUBJECT. "Terms of Trade" Changes as Estimated by OPEC 

This is in response to your query about whether the "terms of 
trade" changes estimated by OPEC sources agreed with our estimates. 

The method followed by the OPEC source in their Chart 3 (shown 
here as Chart I) evaluates the "terms of trade" effect of price rises 
for oil and for exports from industrialized countries, respectively, 
without taking into account the relative prices of developing countries' 
own non-oil exports. As is pointed out in the attached note, real 
income losses occur only if relative prices change. It appears that 
developing countries' non-oil exports to industrialized countries have 
not experienced declining prices in relation to their imports from those 
countries. This is, however, far from true of their oil imports, whose 
relative prices have risen sharply. 

Apart from the problem of interpreting the OPEC chart, we have 
also had difficulty in checking their numbers because of a lack of 
information about the sources and methodology. If we understand the 
latter correctly, they suggest that the price rise between 1973 and 1979 
for goods from industrialized countries on 1973 constant volumes, cost 
non-OPEC developing countries $49.7 billion annually, while the oil price 
rise cost them only $14.2 billion (Chart I). Our own figures, based on 
what we believe is the same methodology, are $61.6 billion and $30.6 
billion, respectively (see Tables 1 and 2 and Chart II). We are not 
clear about the reasons for these discrepancies. 

Attachments 

cc: Mrs. Hughes (o/r); Messrs Baneth, Cola~o, Wolf 

MWolf:ps 



COMPARISON BETWEEN THE EFFECTS ON DEVELOPING COUNTRIES 
OF OIL PRICE RISES AND OF INFLATION IN THE PRICE OF EXPORTS 

FROM INDUSTRIALIZED COUNTRIES 

We have received some charts from OPEC sources, one of which -
their chart 3 (shown attached as chart I) - purports to analyze the 
the impact of price rises for oil and exports from industrialized 
countries, respectively, on non-OPEC developing countries. The impli­
cation of the chart is that between 1974 and 1979 the oil price rise 
had a much smaller effect on developing countries than the rise in 
prices of industrial goods. 

In attempting to check these numbers, we have been hampered 
by our failure to discover the sources. What we have done in the 
attached charts and tables is to use as the base 1973 exports of fuels 
to developing countries both from OPEC and from all sources (see Table 1), 
as well as imports of all goods from industrialized countries (see Table 2). 
The inflation factors we have used are (except for 1979) those for dev­
eloped countries' exports to developing countries and for all developing 
countries' imports of fuel, both derived from United Nations, Monthly 
Bulletin of Statistics. 

Our results are markedly different from those of the OPEC chart. 
While the latter suggests that the price rise between 1973 and 1979 for 
goods from industrialized countries on 1973 constant volumes cost non­
OPEC developing countries $49.69 billion annually while the oil price 
rise cost them only $14.16 billion, our figures are $61.63 billion and 
$30.59 billion, respectively, (when the 1973 volume of imports of fuel 
by non-OPEC developing countries from OPEC only are the base) and $61.63 
and $41.24 billion, respectively, (when their total 1973 fuel imports 
are the base). The discrepancy between our own and the OPEC data for 
the oil price effect is extremely large. The reasons for this are 
unclear. 

These figures should, in any case, be interpreted with extreme 
caution, if the purpose is to indicate that the rise in the price of 
oil has had a relatively minor effect on developing countries. In the 
first place, the inflation and recession of industrialized countries 
is at least in some part the consequence of rises in the price of oil. 
This indirect effect clearly has to be taken into account J_/. In the 
second place, general inflation, which affects both exports and imports 
in roughly similar ways, has entirely different real income effects 
from changes in the terms of trade. While the proportional rise in the 
overall export unit values of non-OPEC developing countries has more 
or less kept pace with that of imports from industrialized countries, 
(see Table 3) this is far from the case for imports of oil. It is only 
the change in the terms of trade, however, that leads to a decline in 
the real purchasing power of output in importing countries. 

!/Fora discussion of these indirect effects see OECD, Economic 
Outlook, Number 27 (July 1980), pp. 114-30, "The Impact of Oil 
on the World Economy". 

MW:ps 
12/19/80 
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NON-OPEC DEVELOPING COUNTRIES: I CHART I 

~tlion 

OIL PRICE IMPACT VS. INFLATION IMPACT OF- EXPORTS FROM 
. INDUSTRIALIZED COUNTRIES IN TERMS OF CONSTANT 1973 VOLUMES 
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Table 1: THE A~;:;L'AL 1:;cRL\SE IN THE COST OF NON-OPEC 

DEVELOPI~G COL~TRIES' OIL I~~ORTS DUE TO PRICE INCREASES, 1973-79 

(Based on 1973 Import Volumes) 

UN Unit Value l/ LDC (exc. OPEC) LDC (exc. OPEC) 
Index for Fuels - Imports of Fuels Total Imports 

(1973=100) from OPEC 2/ of Fuels 3/ 

Annual Cost Increase from Previous Year 
(US$ Billions on 1973 volumes) 

1974 295.0 13.92 . 18.76 

1975 314.5 . 1.39· 1.88 

1976 338.0 1.68 2.26 
,'· 

1977 365.4 1.96 2.64 

1978 366.5 0.08 0.11 
4/ 

1979 528.5 - 11.56 15.59 

1J Unit value indices of exports fron developed and developing areas to 
developing areas in UN, Monthlv Bulletin of Statistics, July 1980, Special 
Table F II. 

II Based on 1973 value of OPEC countries exports of fuels of US$7,138 
millions and the UN unit value index. 

1/ Based on 1973 value of LDC (excluding OPEC) total fuel imports of US$9,621 
millions and the U~ unit value index. 

!!_/ Because the L~ unit value index was not available for 1979, this figure 
was derived by applying the rate of increase in the average OPEC price 
in 1979 to the base of the 1978 UN unit value index for developing 
country i~ports of fuel. 

Sources: United Nations ~!onthlv Bulletin of Statistics·, July 1980 ·and 
World Bank, (EPDCE) Commodity Price Forecast - Updating -
Nov. 12, 1980. 

.· 
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Table 2: THE A.~:-.1JAL I~:CREASE IN THE COST OF NON-OPEC 

DEVELOP I~G cou:;TRIES TOTAL I!~ORTS FRO:! 
INDUSTRIALIZED cou:nRIES DUE TO PRICE INCREASES 

(Based on 1973 Import Volumes) 

2/ 
Unit Value Index!_/ 

(1973=100) 
Annual Cost Increase -

(US$ billion on 1973 volume) 

1974 
1975 
1976 
1977 
1978 
1979 }_/ 

128.6 
144.1 
142.9 
152.1 
177 .8 
207.2 

16.42 
8.93 

-0.71 
5.32 

14.76 
16.91 

1_/ Based on 1973 sectoral weights for imports of non-OPEC developing countries 
from industrialized cocntries from UN, Yearbook of International Trade 
Statistics, 1978 Special Table B, and the Unit Value Indices of exports 
from Developed to Developin b areas in UX, ~!onthly Bulletin of Statistics, 
July 1980, Special Table F II for all years excluding 1979. The 
published indices were not used directly because they include trade with 
OPEC countries. 

II Based on 1973 value of non-OPEC developing countries' imports from 
industrialized countries of VS$57.5 billion and the unit value index. 

1,/ Because the UN unit value indices were not available for 1979 this 
figure -was derived frore the rate of increase in WDR sectoral deflators 
for industrialized countries' exports in 1979. 

Source: United Nations, ~onthlv Bulletin of Statistics, July 1980; and, 
Y.:arbook of Inter:1:itional Tr.:.de ::. :..::tis tics, 1978; and EPD data. 
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Table 3: TER:-!S OF TRADE OF DEVELOPI~:G cotr.:naES (EXC. OPEC) 

WITH I~lJUSTRIALIZED COlI'.~TRIES 

(1973=100) 

UNIT VALUE INDICES 

Developing Countries' 
(exc. OPEC) Industrialized 
exports to Countries' exports to 

Industrialized Developing Countries 
Countries 1/ (exc. OPEC) Terms of Trade 

1974 148.6 ·128.6 115.6 

1975 143.6 144.1 99.7 

1976 156.7 142.9 .109.7 

1977 180.6 152.1 118.7 

1976 191.5 177.8 107.7 

1979 233.5 207.2 112.7 

!/ Based on 1973 weights and unit value indices of e::-;ports from Developing 
to Developed ~re2s in r~, ~~nthlv Bulletin of Statistics, July 1980, 
Special Table F II. 

Source: Un j "ed ~:ations, ~'.onthl,· Bulletin of Statistics, July 1980 
ariri Table 2. 
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Mr. Rob~rt s. McNamara 

Hollis B. Chenery, VPO 

Projection.a -for DevelopiI)g Coµ.n~ries 

December 31, 1980 

Attached are the· tables you requested at the l~f/3t 

WDR IV Steering Group meetin·g. 

Attaehment 

HBC: jm 
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OFFICE ME~v10RANDUrv1 
Mr. Hollis B. C~n§r:, VPD 

Francis X. Col~ief, EPDIT 

[i.'.Jf-- December 19, 1980 

c:, 19 !~C T Tables for Mr. McNamara 

Attached are two sets of tables which had been requested by Mr. 
McNamara. 

In the first set are the following four tables with data for 1978: 

Table 1: Gross National Product and Population by Regions 
and Countries, 1978 

Table 2: Shares by Region of Gross National Product and 
Population in Total Developing Countries, 1978 

Table 3: Shares of Sample Panel Countries in Gross National 
Product, Population and GNP Per Capita of Groups 
of Developing Countries, 1978 

Table 4: Shares of Sample Panel Countries in Exports and 
Imports of Merchandise of Groups of Developing 
Countries, 1978 

Please note that while the sample panel countries represent a high coverage 
of GNP, population and per capita GNP, the coverage of exports and imports 
is low in some cases (see Tables 3 and 4). This is because of the exclu-
sion from the sample panel of such countries as Hong Kong, Singapore, Tai­
wan, Trinidad & Tobago etc., which have trade flows which are disproportionate 
to their size. Adjustments will be made in "residual" regions to account 
for this. 

The second set of four tables represents a preliminary allocation 
of the Low Case balance of payments numbers of the "Guidelines for Global 
Analysis", dated November 4, 1980, between oil-i mporters (low-income and 
middle-income) and. Qi!_~ The tables follow"tii.e format of Tables 
SA.6 and SA.7 of the World Development Report, 1980. We have excluded 
some debt service indicators from the tables, since these will be avail­
able only when the models have been run. The numbers in these tables 
are preliminary, and could be expected to be modified as the models are 
run. 

Attachments 

cc: Mrs. Hughes (o/r), Mr. Baneth, Mr. Cassen 

FXColac;o:ps 
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Table 1: GROSS SATIONAL PRODUCT AND POPULATION BY REGIONS AND COUNTRIES, 1978 

Pae 1 

Region/Country GNP % Share Population % Share 
(mil. US$) (mil.) 

Low Incoce Countries (Oil Importers) 

Africa South of Sahara 361807.0 100.0 164,900.0 100.0 
Ethiopia 3,477.0 ~ 30,982.0 18.8 
Kenya 5,311.0 14.3 14,720.0 8.9 
Madagascar 2,006.0 5.5 8,289.0 5.0 
Niger 1,201.0 3.3 5,001.0 3.0 
Tanzania 4,355.0 11.8 16,955.0 10.3 
Zaire 6,480.0 17.6 / 26,770.0 16.2 
Others 13,977.0 38.0 ' 62,183.0 37.7\) 

South Asia 157,242.0 100.0 880,800.0 100.0 
Bangladesh 7,328.0 -a 84,655.0 ~ 
India 117,085.0 74.5 643,896.0 73.1 
Pakistan 18,433.0 11. 7 76,078.0 8.6 
Sri Lanka 2,676.0 1. 7 14,346.0 1. 6 
Others 11,720.0 7 .5 ,/ 61,825.0 1.0 ...J 

Middle Income Countries (Oil Importers) 

Lower Hiddle Africa South of Sahara 351895.0 100.0 821100.0 100.0 
Cameroon 3,859.0 10.8 8,058.0 ~ 
Ghana 4,160.0 11.6 10,969.0 13.4 
Ivory Coast 7,424.0 20. 7 7,836.0 9.5 
Senegal 1,973.0 5.5 5,380.0 6.6 
Sudan 5,730.0 16.0 17,376.0 21.2 
Zambia 2,707.0 7.5 5,291.0 6.4 
Others 10,042.0 28.0- 27,190.0 33.1 -

Upper Middle Africa South of Sahara 46 1068.0 100.0 28,528.0 100.0 
Others 46,068.0 100.0 28,528.0 100.0 

East Asia and Pacific 149 1166.0 100.0 155,903.0 100.0 
Korea, Republic of 47,350.0 ~ 36,648.0 23:3 
Philippines 23,834.0 16.0 45,639.0 29.J 
Thailand 23,289.0 15.6 44,517.0 28.6 
Others 54,693.0 36.7 , 29,099.0 18.7...._ 

Lower Hiddle Latin America and Caribbean 65 1524.0 100.0 71,730.0 100.0 
Chile 15,127.0 23.1 10,734.0 15.0 
Colombia 22,530.0 34.4 25,573.0 35.7 
Costa Rica 3,420.0 5.2 2,111.0 2.9 
Dominican Republic 4,587.0 7.0 5,128.0 7.2 
El Salvador 3,035.0 4.6 4,283.0 6.0 
Guatemala 6,208.0 9.5 6,621.0 9.2 
Others 10,617.0 16.2....._ 17,280.0 24.1...._ 

Upper Hiddle Latin Ar.erica and Caribbean 2651272.0 100.0 155,901.0 100.0 
Argentina 56,452.0 21.3 26,386.0 ~ 
Brazil 185,056.0 69.8 119,461.0 76.6 
Uruguay 4,874.0 1.8 2,885.0 1. 9 
Others 18,890.0 7 .1......_ 7,169.0 4.6 

Southern Europe 3171765.0 100.0 126 1119.0 100.0 
Portugal 18,864.0 ""s:9 9,798.0 -r:a 
Turkey 53,072.0 16.7 43,144.0 34.2 
Yugoslavia 55,538.0 17.5 21,963.0 17.4 
Others 190,291.0 59.9...._ 51,214.0 40.6 

North Africa and Middle East 221803.0 100.0 321308.0 100.0 
Jordan 2,313.0 10.1 2,984.0 -u 
Morocco 12,828.0 56.2 18,914.0 58.5 
Others 7,662.0 33.6 10,410.0 32.2 
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Table 1 (Contd.): GROSS SATIO~AL PRODUCT AND POPULATION RY REGIONS AND COUNTRIES, 1978 

Region/Country 

Middle Inco~e Countries (Oil Exporters) 

Africa South of Sahara 
Nigeria 
Others 

Lower Middle East Asia and Pacific 
Indonesia 

Upper Middle East Asia and Pacific 
Malaysia 
Others 

Latin America and Caribbean 
Ecuador 
Mexico 
Venezuela 
Others 

Lower Middle North Africa and Middle East 
Algeria 
Egypt 
Tunisia 
Others 

Upper Middle North Africa & Middle East 
Others 

GNP 
(mil.US$) 

52,282.0 
46,334.0 
5,948.0 

47,692.0 
47,692.0 

17,141.0 
15,151.0 
1,990.0 

153,636.0 
7,281.0 

89,925.0 
39,107.0 
17,323.0 

56,379.0 
24,988.0 

"15,926.0 
5,955.0 
9,510.0 

76,044.0 
76,044.0 

Source: Economic Analysis and Projections Department. 

.. 

% Share 

100.0 
88.6 
11.4 

100.0 
100.0 

100.0 
88.4 
11.6 

100.0 
-u 

58.5 
25.4 
11.3 

100.0 
44.3 
28.2 
10.6 
16.9 

100.0 
100.0 

. --

Population 
(mil.) 

89,388.0 
80,563.0 
8,825.0 

135,993.0 
135,993.0 

13,500.0 
13,300.0 

200.0 

110,471.0 
7,814.0 

65,442.0 
13,973.0 
23,242.0 

72,973.0 
17,734.0 
39,855.0 
6,075.0 
9,309.0 

35,831.0 
35,831.0 

Pae 2 

! Share 

100.0 
90.1 
9.9 

100.0 
100.0 

100.0 
98.5 

1.5 

100.0 
-rr 

59.2 
12.6 
21.0 

100.0 
24.3 
54.6 
8.3 

12.8 

100.0 
100.0 

December 19, 1980 

,-
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' Table 2: SHARES BY REGION OF GROSS ~ATIONAL PRODUCT AND POPULATION IN 

TOTAL DEVELOPING COUNTRIES, 1978 

Regions GNP % Share Population 
(bil. US$) (mil.) 

Low Income Countries (Oil Importers) 194.0 12.9 1,045.7 

Africa South of Sahara 36.8 2.4 164.9 

South Asia 157.2 10.5 880.8 

Middle Income Countries 1,305.7 87.1 1,110.8 

Oil Importers 902.5 60.2 652.6 

Oil Exporters 403.2 26.9 458.2 --
Oil Importing Developing Countries 1,096.5 73.1, 1,698.3 

All Developing Countries 1,499.7 100.0 2,156.5 

Source: Economic Analysis and Projections Department. 

% Share 

48.5 

7.6 

40.9 

51.5 

30.3 

21.2 

78. 8 -... 

100.0 

December 19, 1980 

< 
{ 

. . 
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I Table 3: SHARES OF SA!-~LE PANEL COL~'TRIES IN GROSS ~ATIO~AL PRODUCT, POPULATION AND GNP PER CAPITA OF 
GROUPS OF DEVELOPING COUNTRIES, 1978 

Regional Totals 

Regions 
Popula- GNP per 

tion capita GNP 

(bil.US$) (mil.) (USS) 

Low Incoce Countries (Oil Importers) 194.0 1,045.7 185.0 

Africa South of Sahara 36.8 164.9 223.0 

South Asia 157.2 880.8 179.0 

Middle Income Countries 11305.7 1,110.8 11175.0 

Oil Importers 902.5 652.6 1,383.0 

Oil Exporters 403.2 458.2 880.0 

Oil Importing Develooing Countries 1,096.5 1,698.3 646.0 

All Developing Countr i es 1,499.7 2,156.5 695.0 

Source: Economic Analysis and Projections Department. 

Sample Panel Countries 

GNP Popula- GNP per 
tion capita 

(bil.US$) (mil.) (US$) 

168.3 921.7 183.0 

22.8 102.7 222.0 

145.5 819.0 178.0 

856.6 862.4 993.0 

564.2 481.7 1,171.0 

292.4 380.7 768.0 

732.5 1,403.4 522.0 

1,024.9 1,784.1 574.0 

Sample Panel Countries 
as 7. of Regional Total 

Popula- GNP per 
GNP tion cJpita 

86.8 

62.0 

92.6 

65.6 

62.5 

72.5 

66.8 

68 . 3 

88.1 

62.3 

93.0 

77.6 

73.8 

83.1 

82.6 

82.7 

b8.9 

9.6 

9.4 

80 8 

December 19, 1980 
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Table 4: SHARES OF SA!-!PLE PA.':EL COU!-.1RHS IN El(PORTS A.\"D IMPORTS OF MERCHA.'<DISE OF 
CROL1'S OF DEVELOPING COL;,TRIES, 1978 

Regional Totals Sample Panel Countries 
Exports Ioport s Exports Inpo rt s 

(mil.CS $) (mil . LS$) (mil. CSS) (nil. CS$ ) 

Low Income Countries (011 kporters) 14,849 22,194 12,792 17,285 

Africa South of Sahara 4,729 7,061 3,304 3,894 

South Asia 10,120 15,133 9,488 13,391 

Middle Income Countries 237,265 287,907 122,521 151,028 

Oil Importers 148,044 192,953 67,113 85,858 

Oil Exporters 89,221 94,954 55,408 65,170 

Oil Importing Developing Countries 162,893 215,147 79,905 103,143 

All Developing Countries 252,114 310,101 135,313 168,313 

Source: Economic Anal ysis and Projections Department. 

Sample Panel Countries 
as 7 of Regional To t al 

Export s Impo r ts 

86.1 77.9 

69.9 55.1 

93.8 88.5 

51.6 52.5 

45.3 44.5 

62.1 68.6 

49.1 47.9 

53.7 54.3 

December 19, 1980 



Table 1: LOW CASE: PRELIMINARY CAPITAL FLOWS AND DEBT OF THE OIL-IMPORTING DEVELOPING COUNTRIES, 1975-90 

(billions of current$) 

Est. Projection 
1975 1976 1977 1978 1980 1985 1990 

Current accotmt deficit before interest payments ~/ 32.1 19.8 14.2 13.4 43.2 33.3 45.9 
Interest payments 6.6 7.0 8.7 12.2 21.1 41. 0 59.0 
Changes in reserves and short-term debt -9.3 6.8 12.4 21.2 -7.7 5., 2 11.1 
Total to be financed 29.3 33.5 35.3 46.7 56.6 79.6 116. 0 

Financed by medium and long-term capital 
From public sources 12.0 12.7 12.7 15.5 23.5 39.9 62.2 
From private sources 17 .4 20.9 22.6 31.2 33.1 39.6 53.9 

Private direct investment 3.3 3.4 3.9 4.8 5.6 9.3 13.5 
Private loans 14.1 17.5 18.8 26.4 27.5 30.3 40.4 

Total net capital flows . 
Current dollars 29.3 33.5 35.3 46.7 56.6 79.6 116.0 
Constant 1978 dollars ~ 42.0 40.8 46.7 47.1 45.1 49.1 

Outstanding medium- and long-term debt 
Public sources 56.2 65.3 75.4 89.1 114.4 217. 7 379.6 
Private sources 69.9 86.6 107.0 137. 3 192.0 337.9 518.6 

Total debt 
Current dollars 126.1 151. 9 182.4 226.4 306.4 555.6 898.2 
Constant 1978 dollars 162.7 190.4 210.3 226.4 255.1 314.8 380.3 

Price deflator 77.5 79.8 86.7 100.0 120.1 176.5 236.2 

!!I Excludes official transfers 

Source: Economic Analysis & Projections Department 
December 19 , 1980 
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Table 2: LOW CASE: PRELIMINARY CAPITAL FLOWS AND DEBT OF THE LOW-INCOME OIL-IMP_QRTING DEVELOPING COUNTRIES, 1975-90 
' ~ 

(billions of current$) 

Est. Projection 
1975 1976 1977 1978 1°80 1°85 199() 

Current account deficit before interest payments a/ 4.8 1. 7 0.8 4.2 9.3 14.6 25.9 
Interest payments 0.6 0.7 0.7 0.9 1. 3 2.6 5.0 
Changes in reserves and short-term debt 0.5 3.0 3.8 1.1 -2.4 1. 4 1. 0 
Total to be financed 6.0 5.3 5.4 6.2 8.2 18.6 31. 9 

Financed by medium and long-term capital 
. From public sources 5.3 4.6 4.6 5.4 7.4 17.6 30.5 
From private sources 0.7 0.8 0.8 0.8 o. 7 1. 0 1. 3 

Private direct investment 0.3 0.4 0.3 0.2 0.2 0.4 0.6 
Private loans 0.4 0.4 0.5 0.6 0.5 0.6 0.8 

Total net capital flows 
Current dollars "6. 0 5.3 5.4 6.2 8.2 18.6 31. 9 
Constant 1978 dollars 7.7 6.7 6.2 6.2 6.8 10.5 13.5 

Outstanding medium- and long-term debt 
Public sources 24.2 27.8 31. 6 35.5 41. 7 80.0 150.,3 
Private sources 3.3 3.5 4.2 4.9 6.0 8.8 12.2 

Total debt 
Current dollars 27.5 31. 3 35.7 40.4 47.7 88.8 162.5 
Constant 1978 dollars 35.5 39.2 41. 2 40.4 39.7 50.3 68.8 

Price deflater 77.5 79.8 86.7 100.0 120.1 176.5 236.2 

!!I Excludes official transfers 

Source: Economic Analysis & Projections Department 
December 19, 1980 
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·Table 3: LOW CASE: PRELIMINARY CAPITAL FLOWS AND DEBT OF THE MIDDLE-INCOME OIL-IMPORTING DEVELOPING COUNTRIES, 1975-90 

(billions of current$) 

Est. Projected 
1975 1976 1977 1978 1980 1985 1900 

Current account deficit before interest payments a/ 27.3 18.1 13.3 9.1 33.9 18.7 20.0 
Interest payments 6.0 6.3 8.0 11.2 19.9 38.4 54.0 
Changes in reserves and short-term debt -9.9 3.8 8.6 20.1 .-5.3 3.9 10.2 
Total to be financed 23.3 28.2 30.0 40.5 48.4 61. 0 84.2 

Financed by medium and long-term capital 
From public sources 6.6 8.1 8.1 10.1 16.0 . 22.3 31. 6 
From private sources 16. 7 20.1 21.8 30.4 32.4 38.7 52.5 

Private direct investment 3.0 3.0 3.6 4.6 5.4 8.9 12.9 
Private loans 13.7 17.1 18.2 25.7 27.0 29.7 39.6 

Total net capital flows 
Current dollars 23.3 28.2 30.0 40.5 48.4 61.0 84.2 
Constant 1978 dollars JO.l 35. ~ 40.5 40.3 34.5 35.6 -
Outstanding medium- and long-term debt 
Public sources 32.0 37.5 43.8 53.6 72. 7 137.6 229 .. 4 Private sources 66.6 83.1 102.8 132.3 186.0 329.2 506.4 

Total debt 
Current dollars 98.6 120.6 146.7 186.0 258.7 466.8 735. 7 
Constant 1978 dollars 127.2 151.2 169.2 186.0 215.4 264.5 311. 5· 

Price defla tor 77.5 , 79.8 86.7 100.0 120.1· 176.5 236 :.z! 
. ---- - --· --

!_/ Excludes official transfers 

Source: Economic Analysis & Projections Department. 
December 19, , 1980 ' 
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Table 4: LOW CASE: PRELIMINARY CAPITAL FLOWS AND DEBT OF THE O~-EXPORTING DEVELOPING COUNTRIES, 1975-90 

(billions of current$) 

Est. Projected 
1975 1<~76 1°77 1°78 1°80 1985 1990 

Current accotmt deficit before interest payments 2-I -0.2 -3.2 1.0 11.6 -15.2 0.5 11. 9 
Interest payments 2.7 3.5 4.5 6.0 11. 0 '" 16.2 21. 0 
Changes in reserves and short-term debt 14.1 15.9 16.9 4.7 23.2 7.8 5.4 
Total to be financed 16.6 16.2 22.4 22.3 19.0 24.4 38.3 

Financed by medium and long-term capital 
From public sources 6.1 4.4 6.8 5.3 8.0 11.0 17.0 
From private sources 10.5 11. 7 15.6 17.0 11.0 13.5 21. 3 

Private direct investment 3.4 2.1 3.1 2.4 3.2 4. 7 6.5 
Private loans 7.1 9.6 12.4 14.6 7.8 8.8 14.8 

Total net capital flows 
Current dollars 16.6 16.2 22.4 22.3 19.0 24.4 38.3 
Constant 1978 dollars 21.4 20.3 25.8 22.3 _ 15.8 --13_. 6.-2--... -
Outstanding medium- and long-term debt 
Public sources 20.9 24.2 30.4 35.8 41. 8 77.9 131. 3 
Private sources 32.2 42.6 56.0 72.5 85.2 127.0 187.8 

Total debt 
Current dollars 53.1 66.8 86.4 108.3 127.1 204.9 319.0 
Constant 1978 dollars 68.5 83.7 99.6 108.3 105.8 116.1 135.1 

Price deflater 77 .5 79.8 86.7 100.0 120.1 176.5 236.2 

!!I Excludes official transfers 

Source: Economic Analysis & Projections Department 
December 19, 1980 
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WORLD BANK I IN I Fflr !AT ION AL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO Mr. Robert S. McNamara DATE December 31, 1980 

FROM . Hollis B. Chenery, VPD Signed Ho~:!s .8. Che..:.elj' 

SUBJECT: "Terms of Trade" Changes as Estimated by OPEC 

This is in response to your query about whether the "terms of 
trade" changes estimated by OPEC sources agreed with our estimates. 

The method followed by the OPEC source in their Chart 3 (shown 
here as Chart I) evaluates the "terms of trade" effect of price rises 
for oil and for exports from industrialized countries, respectively, 
without taking into account the relative prices .of developing countries' 
own non-oil exports. As is pointed out in the attached note, real 
income losses occur only if relative prices change. It appears that 
developing countries' non-oil exports to industrialized countries have 
not experienced declining prices in relation to their imports from those 
countries. This is, however, far from true of their oil imports whose 
relative prices have risen sharply. 

Apart from the problem of interpreting the OPEC chart, we have 
also had difficulty in checking their numbers because of a lack of 
information about the sources and methodology. If we understand the 
latter correctly, they suggest that the price rise between 1973 and 1979 
for goods from industrialized countries on 1973 constant volumes, cost 
non-OPEC developing countries $49.7 billion annually, while the oil price 
rise cost them only $14.2 billion . (Chart I). Our own figures, based on 
what we believe is the same methodology, are $61.6 billion and $30.6 
billion, respectively (see Tables 1 and 2 and Chart II). We are not 
clear about the reasons for these discrepancies. 

Attachments 

cc: Mrs. Hughes (o/r); Messrs Baneth, Cola~o, Wolf 

:ps 



COMPARISON BETWEEN THE EFFECTS ON DEVELOPING COUNTRIES 
OF OIL PRICE RISES AND OF INFLATION IN THE PRICE OF EXPORTS 

FROM INDUSTRIALIZED COUNTRIES 

We have received some charts from OPEC sources, one of which 
their chart 3 (shown attached as chart I) - purports to analyze the 
the impact of price rises for oil and exports from industrialized 
countries, respectively, on non-OPEC developing countries. The impli­
cation of the chart is that between 1974 and 1979 the oil price rise 
had a much smaller effect on developing countries than the rise in 
prices of industrial goods. 

· In attempting to check these numbers, we have been hampered 
by our failure to discover the sources. What we have done in the 
attached charts and tables is to use as the base 1973 exports of fuels 
to developing countries both from OPEC and from all sources (see Table 1), 
as well as imports of all goods from industrialized countries (see Table 2). 
The inflation factors we have used are (except for 1979) those for dev­
eloped countries' exports to developing countries and for all developing 
countries' imports of fuel, both derived from United Nations, Monthly 
Bulletin of Statistics. 

Our results are markedly different from those of the OPEC chart. 
While the latter suggests that the price rise between 1973 and 1979 for 
goods from industrialized countries on 1973 constant volumes cost non­
OPEC developing countries $49.69 billion annually while the oil price 
rise cost them only $14.16 billion, our figures are $61.63 billion and 
$30.59 billion, respectively, (when the 1973 volume of imports of fuel 
by non-OPEC developing countries from OPEC only are the base) and $61.63 
and $41.24 billion, respectively, (when their total 1973 fuel imports 
are the base). The discrepancy between our own and the OPEC data for 
the oil price effect is extremely large. The reasons for this are 
unclear. 

These figures should, in any case, be interpreted with extreme 
caution, if the purpose is to indicate that the rise in the price of 
oil has had a relatively minor effect on developing countries. In the 
first place, the inflation and recession of industrialized countries 
is at least in some part the consequence of rises in the price of oil. 
This indirect effect clearly has to be taken into account 1/. In the 
second place, general inflation, which affects both export; and imports 
in roughJ 0 similar ways, has entirely different ·real income effects 
from changes in the terms of trade. While the proportional rise in the 
overall export unit values of non-OPEC developing countries has more 
or less kept pace with that of imports from industrialized countries, 
(see Table 3) this is far from the case for imports of oil. It is only 
the change in the terms of trade, however, that leads to a decline in 
the real purchasing power of output in importing countries. 

l:_/ For a discussion of these indirect effects see OECD, Economic 
Outlook, Number 27 (July 1980), pp. 114-30, "The Impact of Oil 
on the World Economy". 

MW:ps 
12/19/80 
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NOtJ-OPEC DEVELOPING COUNTRIES: 'CHA.RT I 

OIL PRICE ll\1PACT VS. INFLATION IMPACT OF- EXPORTS FROM 
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Table 1: TI!E A:~L'AL e:CRL\SE I~ THE COST OF ~:o~-OPEC 
l>EVELOPI~G COL;-.TRIES' OIL l}:PORTS Dt.:E TO PRICE INCREASES, 1973-79 

(Based on 1973 Import Volumes) 

UN Unit Value l/ LDC (exc. OPEC) LDC (exc. OPEC) 
Index for Fuels - Imports of Fuels Total Imports 

(1973=100) from OPEC 2/ of Fuels]_/ 

Annual Cost Increase from Previous Year 
(US$ Billions on 1973 volumes) 

1974 295.0 13.92 18.76 

1975 314.5 . 1.39· 1.88 

1976 338.0 1.68 2.26 
... -

1977 365.4 1.96 2.64 

1978 366.5 0.08 0.11 
4/ 

1979 528.5 - 11.56 15.59 

1_/ Unit value indices of exports fron developed and developing areas to 
developing areas in UN, ~!onthlv Bulletin of Statistics, July 1980, Special 
Table F II. 

ll Based on 1973 value of OPEC countries eA'"Ports of fuels of US$7,138 
millions and the U); unit value index. 

3/ Based on 1973 value of LDC (excluding OPEC) total fuel imports of US$9,621 
millions and the li~ unit value index. 

!/ Because the L~ unit value index ~as not available for 1979, this figure 
\.•as derivec! by applying the r.:ite of increose in the average OPEC price 
in 1979 to the bose of the 1973 L~ unit value index for developing 
country i~ports of fuel. 

Sources: United N.:itions ~!onthlv Bulletin of. Statistics·, July 1980 ·and 
World B.:ink, (EPDCE) Coc=iodity Price forecast - Updating -
Nov. 12, 1930. 

" . ,,... . ~--



Table 2: THE AS:ro,\L !::CREASE I~ THE COST OF NO~-OPEC 
DEVELOP I:-:G cm;:;TRES TOTAL !~:PORTS FRO:! 

INDUSTRIALIZED cov:aRIC:S DUE ro PRICE I~CRL\SES 

(Based on 1973 Import Volumes) 

Unit Value Index!/ 
(1973=100) 

2/ 
Annual Cost Increase -

(US$ billion on 1973 volu~e) 

1974 
1975 
1976 
1977 
1978 
1979 }_/ 

128.6 
144.1 
142.9 
152.1 
177.8 
207 .2 

16.42 
8.93 

-0.71 
5.32 

14.76 
16.91 

!/ Based on 1973 sectoral weights for imports of non-OPEC developing countries 
from industrialized countries from UN, Yearbook of International Trade 
Statistics, 197S Special Table B, and the Unit Value Indices of exports 
from Develc;,ec to Dc\•elopin!,; areas in UX, ~fonthly Bulletin of Statistics, 
July 19SO, Special Ta~le F II for all years excludin6 1979. The 
published indices were not used directly because they include trade with 
OPEC countries. 

2/ Based on 1973 value of no~-OPEC developinc countries' ireports from 
industrialized countries of tJS$57.5 billion and the unit value index. 

l/ Because the UN unit value indices were not available for 1979 this 
figure '-·as derived free: the rate of increase in \,DR sectoral deflators 
for industriali=ed countries' exports in 1979. 

Source: "nited Nations, ~~onthl\· Bulletin of Statistics, July 1980; and, 
Y.:arbook of Inte:-:-:.::ition.:i.l Tr.:.d~ ::.:. ·tistics, 1978; and EPD data. 
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Table 3: TE~!S OF TR:.nr: OF DEVELOPI:;c co~;Tr.IES (EXC. OPEC) 
WITH 1:;ut.:STRIALIZED COu':ITiUES 

(1973=100) 

UNIT VALUE r:.;orcEs 

Developing Countries I 

(exc. OPEC) Industrialized 
exports to Countries' exports to 

Industrialized Developing Co~ntries 
Countries 1/ (exc. OPEC) Terms of Trade 

1974 148.6 ·128.6 115.6 

1975 143.6 144.l 99.7 

1976 156.7 142.9 .109. 7 

1977 180.6 152.1 118.7 

1978 191.5 177.8 107.7 

1979 233.5 207.2 112.7 

!/ Based on 1973 "Weights and unit value indices of e~:ports from Developing 
to Develo?ec .\re.:!s in r:-;, :-'.onthh· Bulletin of StatistL::s, July 1980, 
Special Table F II. 

Source: t:n :i .. ed ~;ations, ~'.onthl'" Bul!etin of St.:itistics, July 1980 
at"rl Table 2. 



TO: 

FROM: 

SUBJECT: 

WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUMc o NF r o ENT r AL 

Mr. Robert S. McNamara 

Hollis B. Chenery, VPD ~~­
Albert Fishlow 

DATE: November 14, 1980 

DECLASSIFIED 

JAN 1 1 2017 
WBG ARCHIVES 

I am sorry that I was not able to return your call 
until after you had left. I spoke further with Stern on the 
subject and he agreed to convey the substance to you on your 
return. 

My own feeling is that,of the original list of 
candidates, only Michael Bruno would be a substantially 
stronger appointment if the nationality problem could be 
got around. Both Krueger and Balassa have a somewhat higher 
standing as researchers since Fishlow has shifted more to 
policy and administration, but I don't think that is enough 
to offset our earlier judgment. 

I will be visiting my daughter in New Mexico 
Monday afternoon and Tuesday morning; my secr etary can 
get hold of me if you wish to discuss it further. 

cc - Mr. Stern 

.. 
HBC: jm 
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(@ THE UNITED NATIONS UNIVERSITY 

,. 

New York Liaison Office 
United Nations, Room DC-1177 

New York . N.Y 10017 

Dear Mr. McNamara, 

TELEPHONE: (212) 754-5610/ 11 
CABLE: UNATIONS 
TELEX: 232422 UNH UR 

11 November 1981 

You will remember the many discussions we had and our 
mutual ' concern with present international economic problems 
and the need for fresh ideas that might contribute to their 
understanding and to the design of a viable global economic 
system. Your recent statements on these matters have shown 
your own preoccupation with the future of negotiations in a 
spirit of mutual interest. 

The World Bank and many other international and national 
institutions have already approached some of these issues 
in a constructive fashion in accordance with each institution's 
mandate and objectives. We feel that the time has come for 
the United Nations University to make its own contribution 
to the urgent need for global, independent, policy-relevant 
research on world economic issues. 

Its Charter enjoins the UNU to concern itself with 
research:=an fbe pressing global problems of human survival, 
development and welfare. Being a non-inter-governmental 
body, and enjoying academic freedom, the UNU could do the 
kind of independent, high quality research that takes into 
account the variety of perspectives that exist in a 
pluralistic world. 

It could do.so from an autonomous, non-advocacy, 
independent position, in a manner that would earn it the 
trust and co-operation of national governments and international 
institutions, while maintaining its capacity for independent 
inquiry and judgement. 

Mr. Robert S. McNamara 
President 
International Bank for 
Reconstruction and Development 
1818 H Street, N.W. 
Washington, D.C. 20433 

.. I 

Headquarters: 29th Floor, Toho Seimei Building, 15-1 Shibuya 2-chome, Shibuya-ku, Tokyo 150,Japan 
Telex : J25442 UNATUNIV Cable : UNATUNIV TOKYO Telephone: (03) 499 2811 
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@ THE UNITED NATIONS UNIVERSITY 
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The UNU is proposing the creat.i.Qn of a new, relatively 
sm~ll_ institution,integrated into its structure, that ionid 
seek to perform that role at the highest possible leve o ~ 
excellence, by attracting highly qualified professionals 
and establishing a network of collaborating instituions 
and individuals throughout the world. 

Sometime ago you expressed an interest in such an 
institution, and it is for this reason that I am looking 
to th~_wor.1a Bank for a major contribution to this effort. 
I am also addressing other donors to guarantee stability, 
continuity and independence for the institution and its 
work for an adequate period of time, to enable it to find 
its way and establish itself. The attached proposal 
represents our present thinking on the matter. It sets 
out the main ideas, objectives and structure of a UNU 
Global Economic Policy Research Institution. It is a 
document for discussion and exploration purposes and one 
that is open for revision. 

I would be delighted to have ·an opportunity to 
discuss this proposal at your convenience and I look 
forward to an early response. 

Yours s ~nceirely, 

J~ 
Soedjatmoko 

Rector 
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OFFICE rv1EMORANOUfv1 CONFIDENTIAL 

TO: Mr. Roberts. McNamara, President .~;.­
Thru:Mr. Hollis B. Chenery, Vice Presiden~fDPS 

FROM : Helen Hughes, Director, EPD ~-\ 

DATE November 12, 1980 

SUBJECT: Estimates of the Current Account Surplus of 
Oil-Exporting Countries, 1980 and 1981 

DECLASSIFIED 

JAN 1 1 2017 
TD£"" .nTTT TT'.'C, 

The table below shows the most recent IMF staff estimate of the 
current account surplus of their grouping of oil exporting countries. The 
figures have not been revised since the update of the World Economic Outlook 
dated September 23, 1980. The breakdown showing the capital surplus oil 
exporters was provided to us on a strictly confidential basis. 

As you know, we have not undertaken independent economic analyses of 
these countries, and have accordingly relied on secondary sources of 
information for them. In the WDR Guidelines, and in my memorandum to Mr. 
Chenery on October 24, we have reproduced the IMF estimates of the current 
account surpluses of the capital surplus oil exporters for 1980-1981, though 
we think the 1981 estimates may be on the low side. For other countries in 
the IMF's oil exporter group, we have received estimates from Bank country 
economists, which lead us to a slightly higher estimate for the surplus in 
1980 than the IMF's, as shown in the table. 

CURRENT ACCOUNT BALA.~CES OF OIL EXPORTING COUNTRIES, 
IMF DEFINITION, 1980-1981 a/ 

Capital Surplus Countries b/ 

Other Oil-Exporters c/ 

Total 

Memo: Bank estimated/ 

a/ Excluding official transfers. 

(US$ billion) 

1980 

100 

10 

110 

112 .3 

b/ Iraq, Kuwait, Libya, Qatar, Saudi Arabia, U.A.E. 
c/ Algeria, Indonesia, Iran, Nigeria, Oman and Venezuela. 
1/ Adjusted to conform to IMF country coverage. 

1981 

80 

5 

85 

86.0 

<( 

. -' 
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We understand that in view of the fluid situation in the Middle East 
and attendent uncertainty regarding the price and production prospects for oil 
in the near term, the Fund staff has no plans to revise or update the 
estimates very soon, although a review is planned for February. We will keep 
you advised of any revised estimates that we receive. 

JKatz:mk 

·t 
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara, President 

i.\ t! (I A Hollis B. Chene:ry' VPD rrv V 

Future World Developrent Re:ports 

DATE: 

At the Board Saninar on Wednesday, Novenber 12, it is 
:possible that questions may be raised about future World 
Developnent Re:ports. I ~uld suggest that Bevan Waide 
reply, using rraterial as appropriate fran the attached 
memorandum. 

Since you are meeting with the WDR IV Steering Group 
on M:mday, Novenber 10, at 2 .00 p.rn., could I suggest this 
manorandum be placed on the agenda. 

Attachment/-

cc. Mr. Benjenk; Mr. Qureshi; Mr. Stern; 
Mr. Cassen (WDR); Mrs. Hughes (EPD); 
Mr. Iafourcade (EXC) ; Mr. Waide (VPD) • 

EBWaide/HBChenery/ko 

Novenber 7, 1980 

" 
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OFFICE MEMORANDUM 
TO : Mr. Hollis B. Chenery, Vice President 

FRO M: E. Bevan Waide, VPD \~ ;.-

DATE: November 7, 1980 

SUBJECT: Future World Development Reports 
' 

, 

With WDR 1981 we will have completed four World Development 
Reports and will also have come to the end of the list of topics 
mentioned to the Board in 1978. In order to review experience to 
date, and also to start planning for WDR 1982 and beyond, I have 
consulted with producers and users of WDRs throughout the Bank and 
collected the opinions of a number of outside audiences. 

I. General Issues. 

The WDRs set out to reach multiple audiences: (a) the 
political leadership, policy makers and development practitioners in 
developing countries; (b) leaders and concerned publics in developed 
countries whose support the Bank and other development agencies 
require; (c) staff of bilateral and multilateral development agencies; 
and (d) students, researchers and teachers on development topics. 
Evidence to date suggests that all the se audiences have been reached, 
but in varying degrees. Distribution has risen from 110,000 for WDR 
1978 to 125,000 for WDR 1980. The report is now translated into six 
languages, but 20,000 of the circulation increase is accounted for by 
English versions. There is very broad mention and use of the report by 
the media in North America, Europe and Scandinavia, and increasing 
coverage is evident in English-speaking ldc's; coverage in Latin America 
and French-speaking Africa is modest. Increasingly frequent references 
are made to WDRs (and the World Development Indicators)in public and 
private national and international fora; and more use is being made of 
WDRs in teaching. It is not easy to isolate the effect which WDR-based 
ideas have yet had, but where the messages are clear--e.g.the minimal 
impact that expected relatively low growth is likely to have on poverty, 
or the importance of linked human resource development programs--they 

4 

have gained recognition. The WDRs have also been very useful within the 
Bank in encouraging syqthesis and dissemination of research and opera­
tional knowledge, and as a broadening experience for the staff concerned. 
In particular, the background papers to successive WDRs have met a need 
for state-of-the-art reviews of the policy implications of research 
findings. This accords with the reconnnendations of the GRAP Report on 
rese!1rch. 

The generally successful launch of the WDRs seems to rest heavily 
on their content. The essence is that they have tackled broad inter­
national and developmental issues in a thorough and objective way, and 
use the Bank's comparative advantages in operational experience and 
research, and its capacity to draw lessons from cross-country com­
parisons. Acceptance of WDR messages have however been somewhat grudg­
ing amongst many developing countries, who see in WDRs a tendency to 
preach and an emphasis on policy actions to be taken by them rather than 
by developed countries. The spirit of issues in the North-South dialog, 
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such as the targets of the Lima resolution or of the Third Development 
Decade, are not seen to be addressed; dissemination, and the limited 
translations, seem to be aimed at the media in developed countries 
rather than organized for policy makers in ldc's. 

This problem of the multiplicity of audiences is not easy to 
solve with a single report because of the compromises required in 
content and style. There seems however to be a strong case for con­
tinuing with the stylistic approach of WDR 1980, aimed at the informed 
general reader, while making use of fuller general summaries and, 
perhaps, summaries on the special topics. There should, for the 
specialist reader 1_/, be more references to source materials including 
the many background papers which are an integral part of the WDR output. 
While there is no need to stick to a uniform length, brevity is clearly 
of the essence: WDR 1979 is regarded as too long, and too broad in 
coverage, ~hile WDR 1978 was closer to the mark. 

The status of WDRs--staff papers rather than statements of the 
official position of the Bank--is consistent with the objective of 
freely imparting information, analyses, and new ideas. But the dis­
tinction is a fine one and is blurred (a) by the use of WDRs as Bank 
submissions to e.g. the Development Committee or UN Special Sessions, 
(b) by the fact that WDRs are published in mid-August only just before 
the Annual Report is issued (as the official view of the Board) and the 
Annual Meetings' Speech (the official view of the Bank's President), and 
now (c) by the issue of the Fund's official views on the short to medium 
term in the World Economic Outlook. There is a case for (i) slightly 
advancing the publication date of the WDR~say to end-June--to 
distinguish better between this and other annual events (also to avoid 
the present excessive concentration of distribution and publicity work 
in the August/September period) and (ii) making it clear that the policy 
implications of WDR analyses for the Bank will be dealt with in other 
papers. 

In short, the review of experience to date shows that the WDR 
formula is a good one: a market has been established and the annual 
issues of WDRs should retain and expand ·it. Further improvements in 
the balance of contents, the summaries, the range of languages; and 
techniques for dissemination are however necessary to suit the various 
audiences. 

II. Content 

. Turning now to content, it is clear that in covering major subjects 
in .long-run perspective, significant changes in analyses or conclusions 
are not to be expected from year to year--hence the case for special 
topics, treated in depth. The same argument however has come to be 
recognized to be applicable also to the analysis of long-run trends in 

1_/ The university audience for WDRs is clearly far from satiated. 

]J From a publicity viewpoint, an even earlier date would help reach 
the Fall academic market. 
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the international economic environment. New long-run projections need 
not be presented more than once every two to three years. In the 
intervening period, in the absence of major disruptions, the WDR can 
limit coverage to an updating, plus descriptions of the impact on long­
term trends for developing countries of notable events during the ye~r. 
WitQ WDRs 1978 through 1980 having presented (different) long-term 
forecasts, and with WDR 1981 devoted wholly to international issues, 
WDR 1982 and perhaps 1983 can thus be years in which such coverage is 
relatively brief: staff resources can best be devoted to improving the 
underlying global rnodel(s) and data bases, plus covering particular 
international issues in more depth, such as the uses and limitations of 
commodity agreements, or South-South trade and cooperation. 

With regard to future special topics, it is widely felt that WDRs 
should not confine themselves to analyses of problems and general 
solutions~ but should go as far as possible towards indicating how to 
solve them in practice, drawing more heavily on the Bank's operational 
experience where possible. This should help allay concerns about 
preaching. 

A number of ideas for future special topics have emerged from 
discussions, of which four are sufficiently concrete to mention now. 
These are: 

1. Lessons from experience in agriculture and rural development; 
impact of various strategies intended to benefit small 
farmers and the landless; experience with water resource 
development and particular policy interventions (e.g. 
agricultural pricing policies, land reform, cooperatives); 
past and likely future trends in agricultural research; 
food supplies and food security; impact of increased energy 
prices. 

2. Given the faltering political support for aid in several 
countries, an authoritative examination of aid effectiveness 
would be highly desirable, looking at the costs and benefits 
from the points of view of recipients as well as donors. 
Effectiveness could be seen at both micro (projects) and 
macro (growtb, balance of payments, poverty) levels. We 
might include an analysis of volumes of OPEC and Eastern 
Bloc aid, and assess the merits of different forms of 
resource transfer, such as food aid, etc. 

3. Lessons from experience for development strategies of the 
main groups of least developed countries, with particular 
stress on pre-conditions for successful industrialization; 
tradeoffs between human resource development, infra­
structural development, and directly productive investment; 
creation of conditions for entrepreneurial development, 
capital market development and resource flows; advance 
avoidance of problems besetting middle and high income 
countries today (excessive energy use, serious inequality, 
pollution etc.). This would build on the analysis done in 
WDR 1978. 
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4. Weak public administration is universally recognized as 
a constraint on the effectiveness of development policies; 
public enterprises, chosen instruments in many countries 
and sectors, also often perform poorly. Problems in these 
areas constrain absorptive capacity and the returns on ~ 

investment. It would be useful to assess what is known at 
national, sector and project levels about techniques of 
planning, organization, management and training that can 
lead to better public administration and stronger 
institutional development, as well as strengthened manage­
ment in the private sector. There may well be lessons for 
developed countries from developing countries in these areas. 

In addition to the above, it has been urged that future WDRs 
cover periodically some of the basic underlying determinants of 
development trends such as the causes and consequences of movements 
in demographic variables, including internal and external migration, 
and review the determinants of rates of economic growth at different 
stages of development. 

I would recommend that WDR 1982 be built around the first of 
the groups of topics mentioned above, i.e. agriculture, on which we 
have substantial material and experience on which to draw. We should 
give further thought to the research necessary to pursue the other 
s ubjects above for f uture WDRs and make recommendations in the late 
summer of 1981. 

III. Working Arrangements 

The WDRs, while clearly effective, are also costly to produce 
compared with other written outputs of the Bank. While no doubts 
have been expressed by the Board about the effectiveness of the WDRs, 
the cost was questioned in the FY81 Budget discussions. The major 
single item of expenditure is work on the global model and associated 
data. The suggestion above, to have a major revision of the global 
model only once every three years, will reduce costs. Also, having 
now established major markets for the WDR, the growth in sales from 
5,000 in WDR I to 12,000 for WDR II and probably 15,000 for WDR III 
should continue. 

While it is also costly to have a separate Core Team and a 
substantial consultants' budget for each WDR, the evidence on the 
detachment and originality that each Core Team brings overwhelms 
the argument for institutionalizing WDRs in one Bank department. 
However, changing all members of each Core Team every year gives a 
loss of continuity on the analysis of international economic issues. 
While not detracting from the responsibilities of the Core Team 
leader, we propose that there be more continuity on this side so as 
to maintain close mutual links with EPD's work. Experience has also 
shown that a WDR team assembled, in effect, in July/August each year, 
only seven months before the report is drafted, does not allow 
enough time for proper planning and assimilation of background papers 
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and research nor for full consultations on content with interested 
outside agencies. There is a case therefore for having each Core 
Team at work for a rather longer period, from, say, March of the 
preceeding year. If this were done, it would be possible to have 
a slightly smaller Core Team and avoid increases in total costs. 

EBWaide/ko 
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Mr. Rd:)ert S. McNamara 

Hollis B. Chenery' VPD \~ 

DPS Attendance at Finance Ccrnmittee M:etings 

DATE: Noverrber 3, 1980 

Since the Finance Carrnittee is becaning a nore active forum 
for discussion of a range of policy matters, I would like to raise 
the issue of DPS attendance at relevant rreetings. 

A number of subjects that have care up recently are of 
concern to the DPS: at the last rreeting, for exarrple, the issue of 
the Bank's response to the UNCTAD debt resolution was discussed, 
as was the question of the allocation of Bank/IDA resources to, 
inter alia, structural adjustnent lending operations. DPS had 
contributed papers for the rreetings on these subjects, and has sare 
responsibility for follow up. 

Could I suggest that the best arrangerrent is similar to the 
one we have w:Jrked out with Mr. Stern for the OVP rreetings, nairely, 
that the Carrnittee secretariat routinely send this office notices 
of the rreetings so that we could consider whether any items on the 
agenda relate to the DPS; in such cases we would indicate to Mr. 
Qureshi or Mr. Wood our interest in being represented. Needless to 
say, we are always ready to assist the work of the Carmi ttee when­
ever we can do so. 

cc. Mr. Qureshi; Mr. Stern; Mr. Haq (PPR); Mr. Wood (FPA). 

EBWaide/HBChenery/ko 



OFFICE MEMORANDUM CONFIDENTIAL 

TO: Mr. Robert S. McNamara 

FROM: Hollis B. Chenery \W--/ 
SUBJECT: Candidates for DPS 

DATE : Oct. 2, 1980 

DECLA 

JAN 11 20 
WBG ARCHIVES 

Since our meeting of September 22 on this 
subject, I have consulted with six outside economists 
who have a broad view of the development field as well 
as specific knowledge of the candidates and some expe­
rience with the Bank. Those consulted are: 

Prof. W. Arthur Lewis, Princeton 

Prof. Dwight Perkins, Chairman, Harvard 
Econ6mics Department 

Prof. Paul David, Chairman, Stanford 
Economics Department 

Prof. Gustav Ranis, Director, Yale Growth 
Center 

Prof. Carlos Diaz-~lejandro, Yale Growth 
Center 

David Bell, Ford Foundation 

I asked each one for general comments on the 
suitability of Fishlow and Bruno for my position in the 
Bank and then discussed Fishlow's qualifications in some 
detail. 

· There was general agreement that these were 
indeed the two leading candidates for the job as described; 
no one suggested a third possibility of equal caliber. 
The five profes~ors regard Bruno as · one of a handful of 
leading development economists in the world and signifi­
cantly better, than Fishlow as a research director. Four 
of them would be inclined to choose him on these grounds. 

Those who have observed Fishlow's performance 
as Director of International Studies at Yale at first 
hand--Bell, Diaz-Alejandro, and Ranis--give him high marks 
for policy judgment and administrative ability. Bell and 
Diaz-Alejandro would choose him for the job on this basis 
as well as his earlier work in Brazil. 
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A more detailed evaluation suggests that there is 
little difference between Bruno and Fishlow in basic intel­
ligence, ability or training. It is only in the past ten 
years that their careers have diverged significantly, with 
Bruno giving priority to research while Fishlow has moved 
increasingly into advisory work and administration. Fishlow 
is quite ambitious (and correspondingly mobile), while Bruno 
has repeatedly refused offers from leading universities for 
any but visiting assignments. 

In summary, this further probing confirms the 
judgment of the internal search committee that these are 
both excellent candidates and that the choice between them 
depends on the relative weight given to the several functions 
to be performed. 

There are a few further observations that I would 
like to give to you orally before you reach a decision. 

cc: Messrs. Stern 
Qureshi 
Paijmans 

HBC/tsa 
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO : Mr. Robert S. McNamara 

FROM: Hollis B. Chenery \~ C, 
SUBJECT: Visit to Egypt 

DATE: Sept. 24, 1980 

1. At the request of Mr. Karaosmanoglu, I joined 
the Bank's economic mission to Egypt for four days last 
week. We had , two main purposes: 

to discuss the Bank's draft report on Egypt's 
development prospects for the 1980s; and 

to explore the possibilities for collaborative 
research with several university groups. 

I ·, 
! 

As you requested, I am forwarding a few general reactions. 

2. We had a very favorable reception from the econo­
mic ministries, and particularly from the Deputy Prime 
Minister for Economic Affairs, Dr. Abdel Meguid. While 
this may be partly attributable to his being a former 
member of the DPS, I think that he finds the Bank's gene­
ral approach to the analysis of structural changes needed 
in Egypt to be quite useful, and he went to some pains to 
publicize it. Presumably, it also fits in with his own 
political and economic position vis a vis other ministers. 

3. The main theme that we developed over several 
discussions was the need to se~arate the medium-ter! 
effects of increaseo,_aiJ reven es from tbe longer term 
con a i ot s on E~at' s fore i gp_excbange earningji a o '1 -
i pvestroe re.s.o..ur.ces. On the Bank projections, the cur­
rent favorable position gives Egypt a breathing space......_of 
fi'\re-y..ea:,;:p or so during which it needs to aeuelQp al!Jric-

_ulture and industry and thus to redu.ee import reQµirernents 
and become an exp.w:.t.er-oLman.ufac_tnred go~ds. Current ' 
policies of caotroJJiog prices and subsidizing consumption 
or 'nst these longer term objectives although it is -

not politically feasible to change them too rapidly. 

4. As an extension of our dialogue on Egyptian de­
velopment problems, Meguid organized a seminar with gov­
ernment and academic economists in which I presented the 
Bank's general views on structural change in a comparative 
framework. He and I then took turns in answering questions 
over a period of two hours or so. I have no idea what led 
to this performance, but it seemed to have been well received. 
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5. Since I am no student of Egyptian politics, I will 
leave it to the Region to provide their interpretation of the 
present state of government policy. Compared to my last 
visit in 1974, the level of competence in government and the 
universities seems much better, and the analytical basis for 
policy is much improved. The Bank's present draft report is 
technically one of the best I have seen on any country. There 
is considerable interest in Egypt in transferring its under­
lying economic model to the Development Research Center at 
Cairo University (which has had support from an AID/MIT con­
tractl. I hope this will prove to be feasible, since it fits 
in well with our current emphasis on local collaboration and 
disseminating Bank research. 

cc: Messrs. Stern 

HBC/tsa 

Chaufournier 
Karaosmanoglu 
Dubey 
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.OFFICE MEMORANDUM CONFIDENTIAL 

TO: Mr. Roberts. McNamara 

FROM: Hollis B. Chenery l1~)t.' 

SUBJECT: Candidates for DPS 

DECLASSIF 

JAN 1 1 2017 
\VBG ARCIJTVI· ' 

DATE : September 4, 1980 

As requested, I submit a list of possible candi­
dates for my successor as Vice President, Development Policy. 
In our last discussion, we agreed that January 1982 would be a 
reasonable target date for such an appointment, which would 
allow for me to be relieved of my administrative responsibil­
ities a year before I retire in January 1983. For the purpose 
of this exercise, I have assumed that the future functions of 
the DPS would be similar to what they are now. 

Procedure 

To ensure the consideration of a wide range of 
nationalities and backgrounds, I have proceeded in three 
steps: 

1) Identification (with the help of a small search 
committee) of a list of 39 potential candidates. 
These have been divided according to their back­
grounds into three groups given in Attachment A. 
(Although no quotas .were imposed, the nationality 
distribution turns out to be rather similar to . 
that of the Bank, with a third from Part II coun­
tries and a quarter from the U.S.) This list was 
sent to you on July 31. 

2) Screening of this list against the criteria 
established for the job (which are summarized 
below). As a result, the group was reduced to 
25 people, who have been subject to more inten­
sive scrutiny. Biographica l data on this group 
are given in Attachment B. 

3) Preparation of a short list of ten candidates 
as given below. In this process I have dis­
cussed the qualifications of some of the leading 
candidates with senior Bank officials (including 
Stern and Qureshi) as well as outside economists. 
From this process, I conclude that there are 
very few additional possibilities to be found 
unless one changes the selection criteria sig­
nificantly. 



f 

Mr. Robert S. McNamara -2- September 4, 1980 

Five main criteria have been used in the 
evaluation process: 

professional standing and experience in develop­
ment and international economics; 

research leadership; 

policy judgment; 

administrative ability; and 

interest and commitment to development. 

The experience of candidates varies from 
"mainly academic" to "mainly governmental". To 
facilitate comparisons, they were therefbre clas­
sified into three groups: 

I. Balanced (adequately qualified on all 
criteria) 

II. Mainly Policy/Administration 

III. Mainly Pro~essional/Research 

Results 

In preparing a short list for your consideration , I 
have first eliminated people for whom economic development has 
not been a primary field of activity and interest. This ex­
cludes several very able people (Cooper, Lindbeck, Ichimura, 
Marris) whom you might wish to consider if the job description 
is somewhat changed. I have also omitted several internationally 
recognized academic economists who would be well suited for a 
research position but whose administrative and policy qualifica­
tions are not well established. 

The short list that emerges from this process is as 
follows: 

Name Nationality Age 

1. Michael Bruno Israeli 48 
2. Anne Krueger American 42 
3. Albert Fishlow American 45 
4. Wouter Tims Dutch 50 
5. Bela Balassa American 52 
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Name Nationality Age 

6. I. G. Patel Indian 56 
7. Jagdish Bhagwati Indian 46 
8. Miguel Urrutia Colombian 41 
9. Attila Karaosmanoglu Turkish 48 
10. Herman van der Tak Dutch 54 

There is widespread support for the first three candi­
dates, and particularly for Professor Bruno. Beyond that there 
is a greater divergence of views that is considerably affected 
by whether greater weight is given to policy/administrative 
qualifications or to academic distinction. Some of these qual­
ifications are indicated in the short comments appended to the 
C.V.s in Attachment B. 

Please let me know whether you wish further informa­
tion and if you want any distribution given to this memorandum. 

Attachments 

HBC/tsa 
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OFFICE MEMORANDUM 
CONFIDENTIAL 

TO: Mr. Robert S. McNamara DATE: July 31, 1980 
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FROM: Hollis B. Chenery, VPD ~flt"' Jlli:CLASSJRlFD 

JAN 1 1 2"'~7 SUBJECT: Candidates for 'DPS: A Pro·gre·ss Report 
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I 
I 
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I have now completed the first stage of identifying 
people who might succeed me. My search commi~tee and I have 
reviewed some 40 potential candidates against five main 
criteria: - professional standing and experience in 

development and international economics; 

research leadership; 

policy judgment; 

administrative ability; and 

interest and commitment to development. 

The experience of candidates varies from "mainly 
academic" to "mainly governmental". To facilitate compari­
sons, they were first classified into three groups: 

I. Balanced (adequately ·qualified on all criteria) 

~ 

II. Mainly Policy/Admin·i ·strati·on 

III. · Ma·inly Profess·i ·o·n·a'l/Re·se·a·rch 

The leading candidates in each group, together with 
the others considered, are shown in the attachments (which 
have only been seen by the search committee). 

I have also prepared a preliminary short list that 
reflects the rankings of the search committee as well as 
discussions with Stern, Qureshi and several other senior 
Bank staff as well as a number of outsiders. There is 
substantial agreement on the first two candidates, both of 
whom are very highly regarded in academic circles as well 
as having substantial experience with development policy. 
Some further work is needed to get a balanced judgment of 
the remainder of the list. 

I expect to submit a revised short list with bio­
graphical data the first week in September. 

Attachments 

cc - Mr. Ernest Stern 

HBC: jm 



. P 'RELIMINARY SHORT' LIST 

(See complete lists for details.) 

Nationality Group 

j ) e:,_. 1: Bruno, M. Israel I 

/~ 2. Fishlow, A. U.S. I 

l vJ 3. Krueger, A U.S. III 

j.J..v 4. Tims, w. Dutch I 

/k s. Balassa, B. U.S. I --
6. Patel, I. G. Indian II 

-j 7. Cooper, R. U.S. I 

8. Urrutia, M. Colombian I 

9. Ichimura, s. Japanese I 

10. van der Tak, H. Dutch II 

11. Thorbecke, E. U.S. III 

12. Singh, M. Indian II 

)( 13. Frank, c. U.S. I 

14. Karaosmanoglu,A. Turkish II 

15. Ranis, G. U.S. I 

16. Bhagwati, J. Indian III 

17. Please, s. British II 

July 31, 1980 



... 

Group I: Balanced Qualifications 

'4. 

5. 

{/6. 

8. 

Balassa, B.* 

Bruno, M.* 

Cooper, R.* 

Fishlow, A.* 

Fleming, J .x._ 
Frank, C.* 

Ichimura, S.'ft 

Malinvaud, E.i 

Mellor, J.* 

10. Ohlin, G. X 

1/11. Ranis, G. * 
12. Ruttan, V .'/.. 

vf3 • Tims , W. * 

04. Urrutia, M.* 

Nationality 

American 

Israel 

American 

American 

British 

American 

Japanese 

French 

American 

Swedish 

American 

American 

Netherlands 

Colombian 

* Leading candidates. 

52 

48 

46 

45 

40 

43 

55 

57 

52 

54 

I 
5/ 
56 

50 

41 

Positions 

Prof.,John Hopkins; Research 
Adviser, World Bank. 

/' -
Director Research, F~k 1Inst. 
Israel; Professor Hebrew Univ.; 
Bank of Israel. 

Undersecretary of State; Prof., 
Yale. 

Professor, Yale; BeJ:l<.ele 1 
• 

Dept. of State, ~ J 

Bank of England. 

Solomon Bro.; State Department; 
Brookings Institution. 

Professor, Kyoto University; 
Director,Center of Southeast 
Asian Studies. 

Director General, INSEE. 

Director, IFPRI; AID; Prof., 
Cornell. 

Professor, UppsaLa,..,University; 
Brandt Commissio; World Bank. 

Yale Growth Center. 

President, Agric. Dev. Council; 
Professor, Minnesota. 

Professor, Free University, 
Netherlands; World Bank. 

Director Fedesarrollo; Director, 
National Planning. 



., 

Group II: Mainly Policy/Administration Lry) 

Nationality 

1. Ardito-Barletta ,N .X. Panamanian 

~ Hopper, D.* Canadian 

3 • Hughes, H. ~ Australian 

· 4. Karaosmanoglu, A.* Turkish 

i/5. Marris, S.* 

~ . Patel, I.G.* 

v 7. Please, S.* 

/a. Singh, M.* 

9. Solis, L. X 

(io. van der Tak, H.* 

11. Waide, B. )( 

12. Haq, M. ul }\ 

British 

Indian 

British 

Indian 

Mexican 

Netherlands 

British 

Pakistani 

* Leading candidates. 

42 

53 

51 

48 

50 

56 

57 

48 

51 

54 

44 

46 

Positions 

Vice Pres., LAC, World Bank; 
Minister,Economic Planning and 
Economic Pol.,Panama. 

Vice Pres., South Asia, World 
Bank; IDRC (1970-77). 

Director, EPD, World Bank. 

Director, EMENA, World Bank; 
Director, DPS, World Bank; 
Deputy Prime Minister, Turkey. 

Economic Adviser, Secretary 
General, OECD; Brookings 
Institution. 

Governor, Reserve Bank of India; 
Dep. Adm. UNDP. 

World Bank (1963-1980), AEA, 
EAP, DPS. 

Secretary, Planning Commission; 
Adviser, Ministry of Finance. 

Bank of Mexico. 

Director, CPS, World Bank; 
DPS, World Bank. 

Director, DPS, World Bank. 

Director, PPR, World Bank 



. . .. ,.,.. 

Group III: Mainly Academic/Professional (~) 

vi . Bhagwati, J.* 

2. Corden, M. X 

Nationality 

Indian 

Australian 

[/3 . Diaz-Alejandro, c.*Cuban 

L/4. Helleiner, G.* 

VS . Krishna, R.* 

vi' . Krueger, A.* 

l/7. Lindbeck, A.* 

8 • Manne , A. X 

9. Mirrlees, J. X 

10. Scott, M.F. ~ 

11. Sen , A . K . f... 

Canadian 

Indian 

American 

Swedish 

American 

British 

British 

Indian 

/ 12. Srinivasan, T.N.·* · Indian 

VJ.. 3 . Thorbecke, E. * American 

* Leading candidates 

46 

53 

43 

44 

55 

50 

55 

44 

55 

I 
5,0 

Positions 

Professor, MIT; Colombia 

Professor, ANU 

Professor, Yale 

Professor, University of 
Toronto. 

Professor, School of Economics, 
Delhi; Planning Commission. 

Professor, University of 
Minnesota 

Professor, Stockholm University 

Professor, Stanford; Harvard 

Professor, Oxford; Edinburgh; 
Cambridge 

Professor, 

Professor, Oxfor SE 

Special Adviser, DPS, World 
Bank; Professor, Yale. 

Professor, Cornell (1974- ) 
Asst. Admin. for Program 
Policy, AID, 1967-68. 



Mr. Robert S. McNamara 

Hollis B. Chenery, VPD 

Governor's Speech 

September 2, 1980 

1. On reading over the latest draft, I am struck by the 
fact that the tone of the speech is distinctly more pessi­
mistic than the WDR on which it is based. Since the pessi­
mistic outlook of WDR III has already been widely commented 
on, I think a further step in this direction should be a 
delibmrate one and not just a product of the drafting 
process. 

2. The following passages illustrate the change in 
emphasis: 

Table 1 (p. 3) gives only the low case, which is 
labelled the Bank's current projection. Table 2.1 
of the WDR (p. 6) gives both high and low projec­
tion~; the text indicates that the outcome will 
be somewhere in between, depending on the success 
of policies. 

Paragraph 25 of the speech (p. 7) lists signifi­
cant differences between the present adjustment 
problems and 1974-78. However, the eight items 
listed are all negative, while the positive 
factors -- improved agricultural policies in the 
subcontinent, successful adjustment experience in 
a number of countries -- are not mentioned. 

The last item in paragraph 25 goes well beyond 
anything in the WDR (or the IMF or OECD) in refer­
ring to the "prospect of a prolonged recession", 
which would imply a lower OECD growth rate for 
1980-85 than the 2.5% given in Table 1. 

3. Since you are presenting your own candid views, you 
may well wish to take a more pessimistic view than your 
staff (although the present version of Chapter 2 of the 
WDR already represents a compromise on this issue). How­
ever, my recommendations would be to follow the WDR line 
more closely. Drafting changes to do this are attached. 

Attachment 

HBC/tsa 



Attachment 

Editorial Suggestions 

P. 3, Table 1 

Either show a range (low and high) for the period 

1980-85 or add a footnote that this is the low case. Revise 

para. 12 accordingly. 

P. 7, Para. 25 

Either delete the last point entirely or make it 

conditional (as shown). 

P. 7, Para. 26 (repl~ce~ent) 

26. On the positive side, the experience of the relatively 

successful adjustment in the 0 earlier period, and particularly 

the improvement in internal policies in several important coun­

tries, should help in the design of policies of structural 

adjustment for the future. However, the growing constraints on 

the world economy clearly make the present adjustment problems 

more difficult to cope with. 



' I ({.._:.tv\,lJ /; '.,••J J .~, r~~1 •1 

- 7 - --
~5". But such a reve:-sal i."l fortc..,es \."ill n::,: be easy to achieve. 

To be~in ~ith, t~ere are significant ciffe:-e~ces bet~een the present . 
-:. ~ ...- ,; ·-.1 l_ ,.__ -u_,.1 (v-<' -::,.;,,~b a,-i, ;-.,: l-1 i...-"', ..... 1 

a_d~ $ituation, 2.nd that of the 197~-73 ?erioci, 

The real cost o: oil a=tually cecli::.e~ fro= 1974 to 1978 
by about 23;;'( Since 1978 it h~s rise::. s~a:-ply, and is 
no~ e.'C'pected to continue to rise du=~~g the 1980s. 

l l I ;,"I! fLY+ ,·,, 'i 
· -l 

The co~erci2.l banks rapidly ex?~=e~ their claios on~developi.,g 
countries i:l. t~e previous ?eriod: f=~~ $3:r"billion i~ 1974 to~ 
esti::.:.ted $13~billion :in 1973. 3u: ~o~ their capital to ris~- · 
asset ratios hz.ve worsened, a:lc! sc=e feel overexposed in certain 
of these col.:.:lt:-ies. 

' 
Soce of the cicdle-inco~e developi::.g =ountries, which borro~ed 
extensi·.·ely i:l ::he past. are rega:-ce:: by the co~ercial ban~~ 
as being less c:-editworthy today t~a~ :~ey were then. Increased 
spreads o~ ~e7 lending 2.nd a slo~er rate of gro~th i,.~ such lending 

· are both li~:ely. 

Considerable =~ancin6 beca~a available to cushion the inpact of 
higher e~ergy costs during t~e 197~-l373 period fro~ bilateral aid 
progra~s c.:1d fro~ inten:ational fi::.~~cial institutions. Neith~r 
source nc-~ se 0 ~s likely to e.~?a~c as rapidly in the future as they 
did in the p~st. 

The debt se:-vic:::.g burden ~as -co-=..sice:-ably reduced in the 1970s by 
negative real iaterest rates, ~he:-eas the developing count:-ies have 
recently been borro~L~g large ar::.o~ts at positive re2l interest rates • 

• }!any develop:::ig countries ha~e ?lre.a.cy carried out a najor pru."ing 
of their i!::port, i.~vest~ent, a~d cc~su=?tion levels so that the 
scope for furt~er retrench:::ent is nc~ co.:isiderably less. 

(l'f., fat s--rpl ... s. ~ . 
V. . The,1oil-e:-:?orticg nations -~ are ccr::e~tly •accu=:ul2.ti:16 sur;,lusas 

are likely to have th~ longer t~is ti.::e -- thus pr~lon~ing the 
recycli.~6 t;:,.sk -- since thair i::?orts are not expected to e~-,,a~d 
as ~uic~y as they did in the previot:.s period, nor are the workers' 
recittances fro~ these count:-ies li~ely to accelerate as fast. 

. . foJ.r'i tJ: J~f; l! .__- :,_ .. ,,_.._ • • • • • 

• .And finally, tne ~ o~ a prolo~;ed recession i~ incustri~lized) 
nations, partic~larly i f it -is- acco=?~~ied by restrictive ~e~sures 
applicj to trade or c~pit~l fl~~s, ~l!:°':::.ake the adjust~ent task of ~ 

the cevelop:ing countries that =uch ha~der this tice. ------- . ,. ' .. , : \ 
~6. It is Yell to re::iind ourt'el·:es of th:.s c::,=?~ri-so;i bct.:een the prcse:it 

and ?~st. T'ne se~s~icf over th~~ y successful adjustr:er.t in the 

e::?rlier pet'.i;;:'.culd not bc_;il~to lead to a fc~ling of cocpL1ccncy :1cv. , 

{. ~i. / l/:, -L<_<_.,_--'J>'-'n \) 
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