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ARRIVAL ' STATEMENT IN CAIRO 

\0 
January 9;'\ 1978 

I am delighted to be back in Egypt for my third visit as 

President of the World Bank~ I very .much appreciated the invitation 

your Government extend~d tome last September. In the four months 

since I accepted that invitation the international scene in this area 

has been transformed by the initiative of your President. The new 

situation makes it possible to hope that, at long last, this great and 
~ 

ancient nation may~be able to give its undivided attention to the supreme 

task of raising the living standards of all of its people. 

The difficulties which face you on the economic scene are 

indeed formidable, but no-one who visits Egypt can fail to be impressed 

by the immense potential of this country. Its location at the crossroads 

of world commerce; its soil, I imited in extent, but some of the mos 't 

fertile in the world; and." o~t5iele tRe f&rtile \a119¥, its resources ~s 

above all ~- your 

greatest resource -- the human resource of a people capable of hard workP-4 

skilled in agriculture and commerce . of 

If only these potentials can be fully mobilized 

I am convinced that Egypt can break out of its present economic poverty 

trap. 

I have only one purpose in coming here today to see how far 

the World Bank can help this country, its government and people, to break 

the chains of poverty and bring a better life to all the people ' of the land. 

We in the World Bank are happy that weare already associated 

with your efforts to develop and to renovate the key sectors of the ecohomy. , 

Since 1970 the Bank elnQ its eSRecssiuliaty-l0dll affiliate, tile IflteFRatien.a..1 

~ve16pmelit A!5G.c iatieA, hak committed a total of $1 billion for develop

ment projects and programs in Egypt, about $700 million of this amount 

being approved in ,the past three years. We are involved i~ a broad range 

of projects designed to increase production and improve living standards. 

/ ... 
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Our most recent loan wa1talso our biggest" to your country: 

a ~~~~~" loan of $100 million ~~ help~ finance the expansion 

of the Suez Cana 1 " la PFOj 8Ct hlh i SA Hi 11 liO L Oil 1 y eenef it &gyp t, tb rough 

Over four million people will benefit from your Government's 

agricultural drainage program, which is being supported by theBank/~ 

.~. The program is one of the largest of its kind anywhere in the world. 

It will help rid Egypt's agricultural land of waterlogging and soil salinity, 

prevent "declining agricultura"l yields and make increased production possible. 

Under the same projects we are helpi,ng finance your Government's 

program to reduce significantly the incidence of schistosomiasisJ3F hi~Aar~~ 

The program is now being extended to the whole of Upper Egypt, and over 

two million acres are being cleared of the threat of the disease. At least 

seven million people stand to gain.- as mSlly a~ 80% ef nAefR'~ 

ru.i.g.b.t have ceRtFaet:e6 the eliie~. It is one of the largest b-illh~"ida " " '" 

control programs ever embarked upon. 

At the request of your Government, the World Bank has help~d 

to organize an aid coordination group for Egypt. It met for the first 

time in May last year. The group has brought together a number of Arab 

and other oil-exporting countries, major capital-exporting countries of 

North America, Europe, Japan and leading international and regional financial 

instItutions. 

The World Bank1s objective in Egypt, as in other developing 

countries, is to support national efforts and initiatives to incre~ 

productivity of the people "and to help modernize the economy.ln ".J-trre " 

with your readiness to implement the necessary and often difficult measures 

that provide the basis for development, we are prepared to assist in any 

way we can. 
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I want to begin by thanki n g the Pr esident the Prime Minister 

and members of the Government who have made th i s such a succ essful 

and enjoyable visit for me and my associates. Especially : want 

to thank Dr. Kaissouni and the Ministers of the Economic Group for 

the lucid and compr ehensive way in which they have explained the 

problems and oppox-tuni ties which challenge Egypt. 

This has ~ abled me to compare the situation today with 

-
the situation I f ~d four year s ago on my °last vi s it. 

Four year "0, 0 your President aske%r ke if the World Bank 

would substantial increase the level of its lending which then 

stood at about $4 million a year. I replied that we would be g lc:, o:: 

,. 

to be more acti ve l y associated with Egypt's development effort. Bu~ it 

was clear that such increased Bank financing would only be ':iffective if 

t here were to be improvement in 4 crucial areas of Egyptian economi c 
and f i nancial policy. 

First an overall Plan for development was needed - a plan 

in wh~ch investment priorities would be established. Second ~Aae 

Egypt's external debt needed reorganization and careful management. 

Third, ~ the system of pricing needed to be rationalized, and that 

included foreign exchange rates. Finally, and most important, ~ 

there should be proper coordination of financial and economic policies. 
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Now four years later I find that this coordination has been 

measurably strengthened by the creation of the position of Deputy 

Prime Minister for Economic Affairs, and by Dr. Kaissouni's 

successful management of that office. A comprehensive Five Year 

Development Plan has been produced and wi th yea"r to year revisions 

shou . serve as the basis for the proper setting of p -iorities 

and in Testment decisions. There has been considerable rationalizing 

of p ie s, and tlfe foreign exchange position has been strengthened 
190 

by t he .xtension of the parallel market. There has bee n a dramat i c 

impr e ment in " trre overall debt picture. As a result:. ere has 

been a sharp in~rease in public and private investmen t , and i ncreased 

foreign exchange earnings. G.D.P. growth, the overall growth of 

the economy, has accelerated till in the last year it was 9%. 

The new economic policies have enabled the World Bank to 

keep its own promise~ and our lending has increased six fold, 

amounting to about $250 million a year over the past three years, 

compared with $40 million in 1974. 

Furthermore, Egypt's obvious improvements and successes in 

these crucial policy areas has made it possible for the World Bank 

to sponsor a Consultative Group of those countries prepared to 

support your development efforts, and this has greatly i ncreased the 

flow of aid funds to this country. 

Now what about the future? 
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Egypt is now movi n g into a new economic ph ase; its 

economic situation is sti l l diff i cult but most observers would 

agree that some of the worst problems are b ehind it and that 

the economic potential of Egypt - which was never in doubt ~ 

can now begin to be exploited in a rationa l and dynamic manner. 

But or this to happen Egypt can now not stop on the 

road on whic; h i t has einbarked. i t must continue on the 8 <·C - " 
economic re : rr, a nd provide the right incentives to its produ -= ·~ · s 

in industry i n agriculture a nd in other sectors and particu ,. i. l y 
,~ ~ 

~ those ~ could produce for exports. Prices or tariffs · 1ch 

will not encourage production may h ~ve to be reviewed. The etc ti on 

that Egypt has taken in the past in ~~~~ion of a realistic exchan ge 

rate for much of its trade; has yielded such good results in terms 

of remittances for Egyptian workers abroad a nd more compet i tiveness 

for a number of Egyptian products that it would be a pity not to 
) 

continue on this path and enlarge the area where competition can 

bring its beneficient effects. 

A major area of concern where lack of progre s s would destroy 

all other achievements and negate the effect of painfully achieved 

investments is the area of population. It was not good news to 

hear that the rate of population growth is still on the increase. 
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Your rate .of growth of 2.58% is one of the highest i n the world. 

Ministers who are equally concerned 3.t th .i_ s rate have discussed 

with us the measures they contemplate in this connection. 

High population growth intensifies the already severe 

problems of urban and rural overcrowding, underemployment, meeting 

food requirements, lack of educational opport ~ ities and t pressure 

on the ;health services. If unchecked, the total population will 

by the ~ .. 6f this century approach the 70 mi :~ 1 i on -mark.:Dr5.uch 

growth wolfld absorb approximately 2/3 of 311 '_ nvestments, ,_expected 

to be made in Egypt until the year 2000, th~s eaving r~ ly a 

small portion for improvement of the standard of living in t h e 

country-. 

The World Bank which has already given some ass ~ stance to 

Egypt in this area, stands ready to contribute in the future. We wish 

to support the plans of 

way. 

your Minister of Health in every possible 

As I have said earlier it is a great achievement to have 

a five year plan, the next thing is to have the right investment 

priorities year after year in agriculture, in educat i on, in industry etc. 

Sectors have to be looked at as a whole rather than in a piecemeal 

manner. For example the sector of transportation and infrastructure. 

While the need for ports, roads, railways and other transportation is 
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Obvious} many. of these forms of transportati on are alternatives to 

each other and must be planned accordingly rather than risk the 

danger of expensive duplication s. In the short run and certainly 

dur in~ 1978 it will be desirable to conti n ue as in 1977 to place 

t~ 
p*e6e==~ emphasis : n the investment progr am on the completi on, 

rehab:'li tation, . and renovation of existing facili ties in bot-,: 

industry and' agricul ture to rnaxin tl z e productivi ty and output before 

undertaking new projects 

On a more general front, th ~~ Government will wish to 

con tinue to study carefully the reJ_ative shares the "nation wishes to 

alloc~te to investment versus con s umption. 

If the policies so well begun are continued I am sure that the 

investment opportunities that will thus arise will lead to an even 

larger financial contribution from the World Bank than has been the case 

in the past and I believe the same should be true for other sources 

of external financing. 



r , 
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McNamara on 
The Largest 
Issue: World 
Economy 

Congressional criticisms of the World BaM's opercitlOftS 
have been growing. The grounds range from human ri,hts 
concerns to protectionist impulses to demands that the ~ 
be subjected to closer Congressional control. The Carter.Ad
ministration, worried about the implications {or restricting 
the bank's activities, has begun jawboning Congress. 

... . ........................... .. ~ .......... ~ ........ ... ...... . 
Founded in the closing days of World War II to accelerate 

the reconstruction of Europe, the bank and its regi01lG.' 
branches have become the largest source of technical " w,(! 
financial assistance to the deyeloping nations. In the begin . 
ning, United States Government funds were the largest singl€ 
source of-its revenues. Now the world's private capital mar. 
kets and other governments' contributions, as well as retU17l5 
on the bank's own investments, provide most of the funds 
Only two cents of every dollar of World Bank lending, for ex
ample, is financed with United States Government money. 

Though it fastened an international chassis onto " the 
bank, the United States has never really let go of the steering 
wheel. An American citizen designated by the President of 
the United States has always run the institution. The curren"t 
World Banker is Robert S. McNamara, a Johnson appointee 
and a former Secretary of Defense who was once president of 
the Ford Motor Company. Leonard Silk, economic columnist 
{or The New York Times, talked with Mr. McNamara, who 
begins his third term as World Bank president this week. The 
first thing Mr. Silk aslled Mr. McNamara was what he 
thought were the major achievements and the major.tlisap-
poihtments of his Ii rst 10 years in office. -

..., .. . 
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"AIDong the lDost ~ul\4alllental of hUlDan 
rights .are the rights··*o lDinilDulIl 'acceptable 
levels of nutrition, he'alth 'and education." 

• And the rising number of protectionists amongst us -are I 

clearly unaware that the health of our economy is increas-
Answer - There have been dramatic changes in the .' inglya function of our exports. that export trade in relation to 

World Bank during the past ten years. This year. for exam- gross national product has almost doubled in the past ten or I 

pie. our new financial commitments will total $8.5 billion. fifteen years. Today, it is a source of one out of eight of all of 
That compares to $1 billion in 1968. And of even greater im- . our manufacturing jobs. it takes the product of one out of 
portance, there has been a sharp increase in the emphasis we every three acres of our farmland. Over a quarter of this ex-
are placing on direct attacks on poverty throughout the devel- port trade is with the developing countries . 

. p''p)n.8 world. . ' Q - Nevertheless, Con ..... stays skeptlc:al, and I ..... 
But I think anyone interested in development would have a good part of the American public: does, about the need to 

to say that his greatest satisfaction as well as his greatest dis- provide large sums of money for the developing eouatrles. 
appointment relates to the changing relationships between What would you say Is tbe AmerIeaa .... tIonal Interest In 
the North and the South. between the rich and the poor coun- providing wbat are technically c:alled capital traDlfen to the 
~ries. He could. as I do. tak.e great satisfaction in the fact that : developing world? 
tbroughout the world there is growing recognition of interde- A - To answer that question. we should divide the ap. 
P,e~ce among nations. But he would have to concede, as I proximately 100 developing countries, with their population of 

· also do. equal disappointments that there is so little under- two billion people, into two groups. In the first group would be 
standlna, particularly in this country, at what these interde- the poorest countries - the Indias, Tanzanias and Malis . 

. Pendent relalUonshios reallv mean. . . ' Their population totals approximately one billion. and their 
Q - Now If i may break ID at .... t point, the term.. incomes average less than $200 per capita per year. com-

"Interdependence" bas come to be.wIcfeIy ..... But III faet Is pared to our $8,000. Inthese countries, hundreds of millions of 
· the United States economy really affeeted In any IIpIfIeaat human beings are living literally on the margin of life. 

way by what happens In tbe developlna couatrles? For humanitarian reasons alone, it would be in the United 
A- It has become almost a cliche to say that we live in an States interest to provide financial assistance to these nations 

increasingly interdependent world. But it is a fact, and the' that they then would use or will use to lay the foundations for 
· trend toward increasing interdependence I believe will shape future economic and social growth. 

our future in ways that we are Just beaPnnin& to understand. . In the second group would be the middle-income coun-
Few among us realize that food shortages in sub-Saharan tries - the Brazils, Mexicos. Koreas and Turkeys. These are 
Africa or in Bangladesh will stimulate inflation in the United the countries that. through high rates of growth in their do-
States, will cause bread prices to rise in the supermarkets mestic economies. made possible by capital transfers, can 
and Will lead to wage increases in the auto industry. Even less have such a beneficial effect on United States export trade 
are we aware that within our lifetime .populatlon growth in and domestic employment. Much has been made of the poten-
Mexico is very likely to ca~ the Spanish-speaking poputa. tia. for Germany and Japan to act as locomotives to stimulate 
tion in this country to multiply severalfold and to become the growth in the economies of the other nations that belong to the 
largest min.')rity group in the nation. with all that that implies ; Organization for Economic Cooperation and Development. 
f~r social stress and institutional change. . "'."-_ . .:...t.... ........ .. ~ .· But the developing countries offer export markets larger than . 

. those of Western Europe. Eastern Europe, the Soviet Union 
and China combined, and therefore they too serve as locomo
tives,or stimulants to our own sluggish economy. 
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Q -I think I am correct In .. ylnl that It Isn't only people 
r we .. eel to think of as reactionaries but an awful lot of others, 
Inc:ludilil llbe ..... , who are now more Ikeptlcal about the 
wbole aid buslneu, whether It'l c:alleel kNmI, or arant aid or 
c:onc:esalonal ald. In tennl of the poorest countries, what evl
denc:e II tbere that the World Bank cali attack. poverty and 
can meet basic buman needs effectively? 

A - There Is only one way by which poverty in the devel
oping countries can be attacked successfully, and that is by 
producing more in those nations. In no one of these countries 
can human needs be satisfied by the simple redistribution of 
existing income and wealth. In these countries, small is not 
beautiful. National incomes must rise. 

I:'olow, the bank's investment program is designed to ex
pand producton in those countries and has two components. 
The first consists of projects designed to strengthen the 
economies in general- for example, financing power plants, 
roads, irrigation works. fertilizer plants. The second compo-. 
nent consists of projects directed or projects aimed directly 
at increasing the producitivty of the rural and urban power. 

I can tell you about one of those. that I visited three 
months ago. in the northern part of Nilerla. where a loan of 
$29 million had been made. The bank is seeking to raise the in
comes of 400.000 people from $100 to $200 per person per year. 
That loan will be used to finance small irrigation works, pur
chase seeds and fertilizer. to construct farm-ta-market roads. 
and provide the necessary extension services to introduce 
new farming methods. Eight years will be required to com-

Wortd Bank lending to Asia 
and the PacHlc * 

millions of dollars) 

plete the project. But already, three years after it was start
ed. incomes have been increased by 50 percent. And when my 
associate and , I arrived on the scene. we were literally 
mobbed by farmers. first wishing to express their apprecia
tion for what had been done and then de~8nding that the 
project be extended immediately to benefit · an even larger 
number of participants. .' . 

Q -1be baIIk'l focus on meetlna buIc:'.human needs bas 
become IOmewhat COIItroverslal. Some niUaa eUtes, for .... 
stance, are not at aU lure that the way to approach develOp
ment problema I' by loina down to the Irass roots In their 
countries. Tbey ~ rather that tile bank eoatlnue, as It did 
to luch a larae eJdaat .. tile put, c:onc:eatratlnl 011 larae 
project ald. How do you feel aboat. tbII whore laue of basic 
human neecI8? 

A - Well. as I said earlier, we must do both. We have to 
provide the infrastructure. the n)Ilds. the irrigation works, 
the power. the capacity, to ~rve as·a foundation for growth in 
the economy. But I think we have learned -I hope the world 
is learning - that the trickle-down theory of growth is an in
sufficient basis on which to expect haun8.D needs to be met in a 
reasonable period of time. 

Q - Wbat about human rights! Many In CaIIgress seem 
to believe that the international Monetary Fund and the 
World Bank and other financial .... tltutlons should act to ad
vance the caUse of human rlPts. a term now ..ad In interna
tional clreles u wenasm Washinl,ton. Do you think that the 
bank can deal with the human rlab"luue In operations and, 
IflO, bow? . 

A - Among the most fundamental of human rights are 
the rights to minimum acceptable levels of nutrition. health 
and education. Hundreds of millions of people in developing 
countries. through no fault of their own, are denied these 
rights today. The bank, perhaps more than any other institu
tion in the world. is helping large numbers of these people 
mO\(e out of absolute poverty toward a more decent life. What 
we are·not capable of is action directly related to civil rights. 
Suc.- .ction is prohibited by our charter, it would require in
fo"",Uon and competence which we lack, and there is no 
8IJ:'fement among our member governments on acceptable 
staudards of civil rights in a wide variety of political circum
st~n~.es found in developing countries. 

r-7 
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Many governments, both developed ' and developing, re
sent the efforts of the United States to force its own values and 
its own standards of conduct on other states through interna
tional institutions which by tradition have operated on the 
basis of consensus. Even more, they resent being asked to 
apply those standards except when the United States decides 
that its own security interests or other national interests dic
tate otherwise. 

Q - .. thla true for lovemments botII to the left and to the 
rlpt? I'm thlnklna specifically of the IdncI of criticism that 
has been made of the failure of Intemadenal Institutions to 

. lend to ChUe under President Salvador Alleacle Gossens and 
the willi"'" of the bank to lend to the current Plnochet 
Govemment. 

A - We do not, we have not in this institution allowed our 
lending policy to be determined by civil rights considerations, 
whether they be civil rights considerations in leftist or right
ist governments. And our lending policies to Chile have been 
dictated, both under Allende and under Pinochet, entirely by 
economic considerations. 

Q - Just exactly In those terms. where do you stand on 
the question of World Bank lendlnl to Vletnun? 1 understand 
that Conareu Is taklnl a very dim view of World Bank lend-

Inl to Vietnam. But the Bank has bad a mlsaloa·out there. and 
Vietnam Is a member of the IntematloDal MGaetary Fund 
aacI bas ~ sympaU.tlcally Interested In bank support. 
How do you feel about lendlnl to Vietnam? 

A - The decision for granting the loans· to Vietnam -
Vietnam was not a member of the bank until recently. We 
have made no loan to it as yet. The decisions for future loans 
will be made solely on on the basis of ecoJlOmic considera-
tions. ". 

Q - Anotber concem expJ:ellsed by Coaana ..ad by the 
Carter administration Is that World Bank salaries as weD as 
Intematlonal Monetary Fund salaries are too hIaIL Do you 
share In that coac:em? Would reductions In ......... affect the 
bank's operations? 

A ~ I believe that it is generally recognized that the In
temational Monetary FUnd and the World BBRk are unique 
among international organizations in the quaUiy of their 
staffs. Because 75 percent of the staff members are expatri. 
ate, the salaries have been set to provide an expatriate allow
ance by followlD8 the United Nations scales. It is charaed by 
some that these are excessive.\To examine that question and 
to introduce whatever changes in compensation that appear 
warranted, the directors of the tu.d and the bank have set up 
a special committee of directors and outside experts. That 
committee has employP.d professional consultants to assi~ it 
in its work. 

What isn't 'generally recognized and what I want to em· 
phasize is that the salaries of the staff of the bank are not paid 
for either in whole or in part by United States taxpayers but 
rather by the developing countries we serve. Any _vings 
therefore which may result from reductions in bank'salarie$ 
will not accrue to American taxpayers but rather to the devel· 
oping countries. · And those nations have insisted, and they 
state that they will continue to insist, that the institution set 
compensation levels sufficient to attract the ecpnomllts, the 
enaineers, the population specialists and the other experts 
WIJIc:Il tile)' eOdsider the bank needs to effectively supervise in 
their interests the 1,100 projects. costina over 180 billion, 
which we presently have under way throughout the 'devel~ 
in8world. 

Q -I tIdak that some of the Aaaerlean ~ .... 'jaIt 
about who paya. but about so-ealled c:om ..... JIty between 
Amerlean members of the staff of the World ...... AmerI-
c:an eounterparts In the United States GoverIaIMi.f. 1siI't 
some of the dlffleulty In the salary struc:tur'e' .... ·saIarIes 
are caleulated 011 the .. sumptlon that people ........ etand-
ani deductions when In' faet people In the ......... tllJldteti. 
maldna say. $75 .... to $1 ...... are much 'IlION:",'. Item-
lze deductions and therefore let to breaks? ' . . . 

A - Well, the standards which we wish "to follOW. and 
• which I believe that this committee will follow, Wltl br&tD com. 

pensate the American staff members on the baSis ef ,ross sal. 
aries of counterparts in private sector enterprlses in the 
United States. In that way, the problem of the tax reimburse
ment will not be involved. 

Q - Doesn't that Imply, thouah. that you tIdak that the 
World Bank Is really more of a private tbaa a ·jlUbHe ... tltu-
tlon? ' . 

A - No, but it does imply that we obtain most of our per
sonnel from .private institutions both in this COUiltry and 
abroad. 

Q - One more question about Cenaress. To ..... textent Is 
the World Bank affected er encumbered by restrlct ... that. 
are ImpoHCl 011 you by Conp'ess? .. 

A - In the past year, Congress has sought to tnipoae on 
the International Monetary Fund, the World Bank and the 
other international financial institutions restrictions reflect
ing the narrow political and economic interests of the United 
States. Loans to Papua, New Guinea; to Parapay, to Laos, 
for example, have been opposed for ideological, ciVil rilhts or 
economic reasons. 

United States opposition to the Papua, New Guinea loan 
illustrates the absurdity of the policy. That loan ·was designed 
to help 1,400 small farmers increase their eaminp byap
proximately S500 per farm per year through the production of 
42,000 tons of palm oil, out of a worldwide prodUCtion of 15 mil
lion tons of competing oil. The basis for the opposition was the 
desire to protect United States soybean prices. But the threat 
to these prices comes not from the production of a small quan
tity of palm oil by a nation of two and a halfmillion.,eople 
who have little opportunity for other productive employment, 
but rather from the rapidly expanding Brazjlian production of 
soybeans. And the Brazilian soybean program is stimulated 
by the Japanese, who have not forgotten that the. United States 
in 1973 embargoed exports to Japan of this esientiaJ element 
of Japanese diet. 

The effort of one nation to force its parochial views on 
other nations drawn together in intemational orpntzations to 
pursue common goals is deeply resented. It can only lead to a 
serious weakening of these organizations. 

Q - Do other nations besides the United States do, or .ry 
to do. what the United States does? . 

A-No. 



~-

Q - Suppose that the Ualted States were really tO'let It
self In a state over Its inability to COIItrol the babk. Could the 
bank - would tbe bank - funetloa without the Ualted States? ' 

A - I don't believe the bank could function without the 
United States. 

Q-Wby Is that? ' 
A - I don't wailt to really answer the question. I have 

gone far enough already - it is very d~licate and - and I 
have been hitting pretty hard. 

Q -It .. often said that the Ualted States ind the develop
Ina countries bave a mutual Interest In deall ... effectively 
with the world food problem. Will there be food &bona .. In 
the next decade or so and, If so, bow c:an they be dealt with? 

A- C.P. Snow has said that in the comilll decade we will 
live to see on our TV sc .. ns millions of human beinp dyinl 
of starvation. That need not be the case, but it will occur un
less action is taken now to establish both a world food arain 
reserve and to move rapidly to expand cereal arain produc
tion in the larae food defiCit countries. In 1973 and 1974, a 3 
percent shortfall in Irain production led to several hundred 
thousand deaths and to a 300 percent increase in lrain priCes. 
The acceleration in the rate of expansion of &rain production 
in such countries as Banaladesh. India, Indonesia and Nile
ria is required because over the past 15 or 20 years consump
tion in these countries has tended to outstrip production. 

Q -It sounds miserable to even ask the q-tton, but II 
this a poUtiealluue? Are Americ:an farmen c:aacemed about 
rea ...... up a' ..... t deal of competition abroad for tIIeIr ex-

World Bank lendlna to Europe, 
MIcIcIe East .... North Afrtca· 
(in millions of dollars) 

ports that could damale the price of Amertc:an farm products 
and farm exportl? 

A - I think it is not exactly that. But it is a fear that crea
tion of a Irain reserve, for example, ~ould act to hold down 
grain prices. and it is that kind of concern that has led to oppo
sition. But I want to emphasize that it has been the United 

, States. incJudirli the Carter Administration. which has been 
in the forefront of world action to estabUsh the necessary 

, grain reserve and to stimulate the expansion of &rain produc
.tJon in the food deficit countries. , 

-Q - How does the bank see Its role In the North-South dla
lope? Does the bank In eHect play the role of spokesman for 
the South or Is It, as some people In the South perceive It, a 
kind of ambassador of the richer, capltaUst developed world, 
the people with money to lend? How do you see the bank's 
role? 

A - Well, tbis question brings us back to the point at 
which we started. the increasing interdependence amonl na
tions. As I tried to sugest. in the world of the future, the 
destiny of the United States will more and more be affected by 
the economic and social advance or 'lack of advance in the 
developinl countries. 

The World Bank is workjng to facilitate a dialogue be
tween the North and the South, to identify those actions which 
are in the common interests of both. It was to contribute to 
that dlaloaue that I sugested the establishment of the Brandt 
Commission [a hllh-Ievel commission chaired by Willy 
Brandt of West Germany, designed to recommend ways of re
solviDi North-South tenSions] . And it is to further contribute 
to that dialoaue that the bank has planned the introduction 
later this year of an annual world development report, a re
port to the world of the problems and prospects of the 100 
developing nations, and of the action required to accelerate 
the proaress of their peoples. 

Q -1be oll-produclna countries have beeome mueh more 
Important contributon to the World Bank and Its member 
apacl... Do you think that the 011 crisis and tile rile In 011 
prices wbI~ made this flow from the members of tile Oraanl
zatlon of Petroleum Exportinl CountrIes ..... tile whole a 
aood thIna, or do you think that the world In fact .... been 
aready &bocked by what occurred and that tbilis only partial 
eom ...... tton for the disorder created? 

A - A good question, but I don't want to comment (11 that. 
It would take a speech to answer it. ' 

, Q - I would like to ask you a ...... sort of question., 
You became President of the World Bank back In 1_ after 
leavlDa the Job as Secretary of Defense of the United States 
durIDa the Vietnam War. And I kIIow from bavlDa been at 
various annual maetlap of the bank and fund that you have 
alwap been subjected to a certain amount of ........ ment, 
lIOIIIetlmes mobs In the streets - In C..,..... .. aad otber 
plac. - over havilll been American Def.-e Secretary dur
.... the Vietnam War and then havinl bec:ome Prelideat of the 
World Bank, Involved,ln the bus .... of bulldIJII up the world 
apia and Vietnam back .. aID. 
. I wonder If you could say from your own penenal stand

point bow you view these two roles In your own history. 
A- Well, I h_ven't spoken of my role as Defense Secre

tary publicly, and I don't propose to start now. I will say about 
the role of the bank that it has been a very satisfying one for 
me, and I believe that in between moments of frustration -
and they don't occur often - I would be quite happy to pay for 
this job. 

Q -Is that also an .... wer to the salary question? 
A - Yes, for me, but not for the others. 





REMARKS TO 'SENATE BREAKFAST - 4/26/78 

I know that you would prefer that I use the short time available to us 

this morning to answer the questions in your minds relating to the Bank 

rather than to express my own thoughts. But perhaps I can lay the foundation 

for the discussion which will follow by commenting briefly on four points: 

1. The universe of countries we will be discussing. 

2. The action required to advance the social and economic welfare of 

their peoples. 

3. The results achieved to date. 

4. The role of the Bank in this process. 

There are approximately 130 countries which are members of the Bank. Of 

these, approximately 30 are developed and 100 developing. The 100 developing 

countries, with a total population of 2 billion, can be split into two groups: 

the Poorest Countries, the Indias, the Bangladeshes, Tanzanias, Upper Vo1tas, 

etc., with a population of 1 billion; and the Middle-Income developing cOuntries, 

the Brazils, Koreas, Turkeys, Mexicos, etc., also with a population of approx

imately 1 billion. In the first group are hundreds of millions of human beings 

living literally on the margin of life. On average, life expectancy of the 

1 billion people is 1/3 less than ours, their infant mortality rate is 8 times 

greater, and their literacy is 60% less; approximately one-half of the popu

lation is malnourished, with protein and caloric intakes less than acceptable 

standards. 

The major factor influencing the rate of economic and social advance in 

each of these groups of countries is the determination and will of their own 

people. The investment in productive facilities, which is essential to their 

growth, must be financed primarily by their own savings (and approximately 80% 

of it is). The imports, which are equally essential for their growth, must be 
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financed primarily by their own exports (and they are). However, an expanding 

export market will permit a higher rate of growth; and supplements to their 

domestic savings, through flows of external capital, will also add to their 

growth rate. 

The two groups of countries do differ in the type of capital assistance 

which they require. The. first group (the Poorest Countries) need aid. It is 

to them that the soft loans of the bilateral and multilateral programs should 

flow (I might say in passing that half of such soft loans are, however, made 

to }tiddle-Income Countries). The Middle-Income Countries also require external 

financial flows, but they can service the debt on commercial or near-commercial 

terms. 

Has the flow of trade and financial assistance been effective in contrib

uting to social and economic advance? Thtre have been failures, of course, 

but on balance the answer is clearly yes. In the quarter century· letween 1950 

and 1975, the developing countries achieved a growth in per capita income 

of 3% per year -- a rate higher than that realized by industrial countries 

at a comparable stage of development. And the increase in per capita income 

did translate into an improvement in the quality of life: life expectancy 

rose from 40 years to 50 years, infant mortality dropped, and literacy increased. 

Now what is the role of the Bank in this process and how is it financed? 

The Bank has three components: the International Finance Corporation which 

catalyzes the flows of private capital to private enterprise; the International 

Development Association which provides soft loans to the Poorest Countries; 

and the International Bank for Reconstruction and Development which provides 

hard loans to the Middle-Income Countries. 
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ThEre lies before the Congress now a capital increase for the- IFC for 

which there is strong support both in the Congress and among the other 

member governments. 

The soft-loan operations of the Bank are financed by a combination of 

appropriations from governments and transfers from IBRn profits. To date 

about $1 billion of pr~fits have been transferred to IDA. The U. S. share 

of the governmental contributions to IDA approximates 30%, less than its 40% 

share of OECD gross national product. 

The IBRn is financed from three sources: paid-in capital by governments, 

which supplies about 10¢ of each dollar loaned; retained earnings, which supply 

another 10¢; and borrowings on the private capital markets of the world which 

supply about 80¢. Of the 10¢ of paid-in capital, the U.S. has furnished about 

2¢. So, in effect, the U.S. Government has put up about 2¢ for each dollar of 

IBRn loans. The U. s. and the other member governments, in addition, have 

subscribed to IBRn stock and these subscriptions could be "called" if needed. 

However, there have been no such calls in the 30-year history of the Bank --

if it is managed properly, there will be none in the future. 

This year the Bank will finance approximately $1/4 billion of new commit

ments through IFC, $2~4 billion through IDA, and approximately $6 billion through 

IBRn. These funds will be used for productive projects: each project must fill 

a high-priority development requirement; each project must be approved by the 

Bank's Board of Directors; each project is supervised through a 6- or 8-year 

disbursement period; and each project is reported upon, back to the Board, upon 

its completion. In 1970, we organized in the Bank an Operations Evaluation 

Department to evaluate the projects upon completion and to prepare the evaluation 
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reports for the Board. At the end of each year a summary of the individual 

evaluation reports is prepared. This year, for the first time, we published 

that summary. It, of course, records failures, but on balance one would 

have to say the program has achieved a high degree of success. 

Now let me turn to your questions. 



r~ , 



MR. R. S. MCNAMARA'S PRESS CONFERENCE IN TURKEY - APRIL 1978 

(Transcript from tape recording made at Istanbul Airport, 
April 13, 1978) 

I want to comment first on the activity which the Government has 

asked us to give priority attention to. 

The first is to assist it to accelerate the disbursements. That is 

to say, the action on the loans that have already been approved. There are 

$1,200 million of loans which have been approved, and not yet utilized. Of 

that amount some $600 to $700 million remains to be disbursed; and this has to 

do with some very important projects - energy projects, irrigation projects, 

industrialization projects, and the Government has asked us to give especial 

attention to these loans and we are very happy to do so, and we have every 

> expectation that the rate of disbursements will be accelerated and very promptly. 

Secondly, the Government has asked us to assist it in increasing the 

rate of utilization of its existing industrial capacity. As I understand it, 

that capacity is today utilized to the extent of only about 52 percent, and one 

of the major factors limiting the utilIzation of industrial capacity is the 

shortage of raw materials. This in turn, is a reflection of the shortage of 

foreign exchange which perhaps I can comment on later; but in any event, the 

shortage of raw materials is severely limiting the utilization of manufacturing 

capacity and therefore contributing to unemployment and under-employment and 

lack of economic growth, so that the Government has asked us to find ways to 

help it to finance the importation of raw materials which can be used to raise 

the rate of production of its manufacturing industries. We will make every 

effort to do so. Some of my associates are staying behind to work specifically 

on that problem. 
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Thirdly, the Government has asked that we act to substantially in-

crease the rate of World Bank lending. It is correct to say, as the Government 

has, that Turkey has not received World Bank lending in the same volume as have 

other countries of similar size in similar stages of development, and this has 

been a reflection in part of the economic problems that the country has faced. 

We will make every effort to raise the level of World Bank lending in the future, 

depending upon the actions taken by the Government and the needs of the economy. 

I~s really hard to pick out the sectors of activity that should take 

priority over others, because there are at least three that are of the utmost 

importance. Perhaps the first, because it relates to the foreign exchange short-

age, which contributes so much to your economic problemJis strengthening exports, 

expanding exports, and through this import credit I referred to a moment ago, 

through other financing of industrial activity over the years ahead, we will 

make every effort to assist your Government in expanding its exports. Unless 

that is done, you won't earn the foreign exchange you so vitally need to finance 

your imports. A second area of activity your Government has asked us to give 

priority attention to, is agriculture, because such a high percentage of people 

are dependent upon agriculture and there is such a potential for expanding the 

production of agriculture. While I was in Antalya the day before yesterday, I 

visited an Irrigation Project there that has as its objective permitting double 

cropping, and otherwise acting in ways that will substantially increase the 

incomes of the small farmers in that area. And closely allied with agriculture, 

of course,is forestry. We have a Forestry Project that your Government has been 

working on for some time, and we hope to bring it to approval very, very quickly, 

which will increase the incomes of roughly a hundred thousand people with very 

low incomes in the Black Sea area. A third area deserving of high priority ~s, of 

~~~ 
course,energy - production and distribution.I did not realize before I ~, the degree 
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~~ which t~e power shortages are penalizing your life, handicapping your manu

facturing, and severely restricting your economic growth. So)clearly this 

must be a sector of high priority and we will make every effort to direct that 

priority to it. Now this has been a very long answer to your question. 

Q. Well Sir, I just wanted to follow up with another question. 

How soon do you foresee the recovery of the Turkish economy, after all the 

steps the Government has taken, the necessary steps. What is your projection? 

A. Well, let me say that I have learned long ago, that no foreign visitor, 

and certainly not I, can be an expert on an economy after a three or four days' 

visit, and I am not an expert on yours. Your Government, Ministers and leaders 

are far more capable than I to project the economic growth of Turkey. I will 

just say this, I think the country has great potential. Your natural resources 

have not yet been fully developed, and I say the forestries, the agriculture 

production, the mineral, the coal development which is so closely related to 

energy, and your exports are relatively low in relation to the state of devel

opment of your economy. I have forgotten exactly what they were, but let's 

say, $1,800 million last year, that is very, very low for a country of this 

size, and this state of economic advance. So clearly, there is great potential 

for that. We mentioned a moment ago that the level of production in your manu

facturing industries, something on the order of 52 percent. Even with existing 

capacity there is a tremendous potential for advance there, and its always 

been our experience that the Turkish people are a very literate people for 

the present level of income, very hard-working; and a combination of all these 

factors, natural resources, unutilized capacity, markets that have not been 

tapped and a hard-working literate people, I think give you a great potential for 

the future. 
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Q. Mr. McNamara, how creditworthy is Turkey? 

A. Well, if it weren't creditworthy, we would not be loaning money to 

it, I can tell you that! Because we borrow in the capital markets of the 

world, and we must insist that the loans we make be to creditworthy countries, 

and that the countries be prepared to repay the loans, and on time. 

Q. Is there any substantial agreement planned for the city of Istanbul ? 

A. We have been working for a long time, many, many years with the city 

of Istanbul, hoping to help it redress some of its very serious problems. I 

asked the Mayor during the many hours we spent together this past week, what 

those most serious problems were, and he named two in particular; one was 

sewerage, and we are very anxious to assist Istanbul in atbacking the sewerage 

problem. You know much better than I how difficult it is, because in part, 

it is a question of organizing some 22 (34) municipalities in the area, to 

join together to prepare, to organize an enterprise that can assume responsi~ 

bility for the construction of the sewerage network. I understand from the 

Mayor, that the initial steps to initiate that organization have been taken, 

and I am very hopeful that in the not too distant future, we can finance a 

sewerage project, which is so important to the development of this area. 

Transportaion, he mentioned as a seoorld problem. One does not have 

to be in the city very long, to understand you have a transportation problem 

So we will hope to help on that. I was asking him how he was going to deal 

with it, and he mentioned several factors, one of them a substantial expansion 

of the bus line, which makes very good sense; and having once been an 

automotive manufacturer myself, I asked about the role of the private 
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automobile, and if I understood correctly, he believes, and certainly I do, 

that in these major metropolitan areas, there must be restriction on the use 

of private automobiles. There is no way to solve the transportation problem 

without it, and I say that despite the fact that I spent 15 years of my life 

running an automobile company. 

Well, no more questions ? 

• ·it" Thank you very much. 

May 8, 1978 





Transcript of Robert S. McNamara Speaking to a Press 
Seminar in The World Bank on May 10, 1978 

Mr. McNamara: A number of my associates have already addressed you, and hence there is 
no need for a formal presentation from me. So why don't we start by 
your asking me questions, and 1111 try to respond to them. 

Mr. Merriam: Let me just remind everyone that we are on the record. 

Q: Mr. McNamara, you were just reappointed to a five-year term as the 
President of the Bank. When your term expires, do you think the United 
States will still dominate the Bank? 

A: Well, I don't think it does dominate the Bank. Nor should it. 

Q: It certainly has the largest single vote? 

A: Yes, that's true. The U.S. has 22% of the vote. But that doesn't enable 
it to dominate the Bank. Nor do I think it should. Nor does the U.S. 
really try to. So, if it doesn't today, I doubt that it will five years 
from now. I don't mean to say that its voice isn't heard. I don't mean 
to say that as a ~jor contributor it shouldn't expect to have others 
listen to its position. But I don't believe that the Bank could be an 
international institution, and I don't believe it could function properly 
as one, if it were dominated by one member -- even though that member might 
hold 22% of the vote. 

In the case of our soft loan operation, as many of you know, economic 
assistance to the developing countries was provided in past years primarily 
by the U.S. government, either bilaterally or in combination with multi
lateral institutions. Certainly that was true in the 1950 ' s, and during 
the early years of the 1960 ' s. But the fact is that the International 
Development Association was established largely through the efforts of the 
U.S. Douglas Dillon, for example, as Under Secretary of State, pushed 
hard for IDA. The U.S. wanted to get the other OECD nations to give 
stronger financial support to the developing countries. 

Those efforts have been successful. Today, the U.S. share in the financing 
of the International Development Association is 30%, and that's down very 
substantially from what it was when the Association was founded. It was 
about 43% at that time. And the 30% is ' also significantly less than the U.S. 
share in the Gross National Product of the OECD nations. So, in a sense 
the U.S. is contributing less per dollar of income than are the other 
governments. 

But, to go back to the question, or the assumption, of U.S. domination. 
There is no U.S. domination. It is true that the President of the Bank 
is a U.S. citizen. But it is not true that the President of ;the Bank 
operates, or should operate, as a U.S. citizen, or primarily with U.S. 
interests in mind. This is difficult for some people to believe, but if 
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you had asked the Treasury over the past ten years, you would have found that 
they certainly didn't think that the President, and the management of the Bank 
were under the domination of the U.S. 

Now, this is, of course, a somewhat delicate matter, because there are many 
people around the world -- and perhaps especially in the U.S. -- who fail to 
understand how an international organization should operate. By definition, 
international is not national. They are clearly not synonymous terms. 
The difference is that in a nation thE national government establishes 
policies of that nation, and in an international organization a national 
government -- no matter what the government -- does not establish policy. 
It's·just exactly that clear. 

Now, some Americans may say: "Hell, if that's the case, we don't want such 
an institution. If we can't dominate it, we don't want it." But I think 
you have to confront that issue directly. When I meet with members of 
Congress what I say to them is this: 'llf you don't believe that this 
institution is operating in the national interest of the U.S., even though 
it is not dominated by the U.S., and cannot be dominated by the U.S., and 
at times even acts contrary to the desire of the U.S. -- if, in other words, 
you don't believe that such an international institution, free of your 
domination is in the national interest -- then, don't vote for it." Out 
I tell them, I bel ieve it is in fact in the U.S. nat!onal interest that such 
an institution exists. And I think I can persuade them that it is. 

Now, I would be fully prepared to tell you here why I think I can persuade 
them, and what I say to them. I think one has to confront this issue openly. 
The Bank is not dominated. It should not be. It cannot be by any single 
government. And yet despite that, I believe it is in the national interest 
of each member government, and particularly the U.S. government, to support 
this kind of an international institution in an increasingly interdependent 
world. \Jell, that's a long answer. I'll try to keep my others short. 

Q: Can you expand on what you would say to a Congressman on this issue? 

A: As to why it is in the interest of the U.S to support the Bank? 
I don't want you to have to 1 isten to a speech on the subject. 
try to go over at least the main points. 

We 11 , 
But let me 

Take trade as an illustration. The role of exports in the U.S. economy 
has changed dramatically over the last fifteen years. Obviously, they have 
increased in absolute terms. I suppose U.S. exports today must be on the 
order of $125 billion a year -- up dramatically from what they were fifteen 
years ago. But what is even more significant is their increase in relative 
terms; that is in relation to other elements of the U.S. economy. They have 
increased 75% to 100% -- have virtually doubled -- as a percentage of GNP 
over that fifteen-year period. They have increased to the point that today 
in contrast to fifteen years ago, American exports are providing one out of 
everyeight jobs in manufacturing and constitute the output of one out of every 
3 acres of U.S. farmland. Now that clearly has a tremendous influence on 
the U.S. economy; and the point I want to make here is that one-third of 
those exports are going to the developing countries. 
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Now, there is a lot of talk today about the so-called "locomotive factor" 
in connection with the Federal Republic of Germany and Japan. Some 
observers say that their economies aren't advancing rapidly enough, and 
hence are not exerting sufficient pull and stimulus to the other OECD 
economies. The point is made that they should expand their rates of growth 
in order that the other OECD countries, including the U.S., can have a 
greater stimulus for their economic growth. 

Very little has been said about the developing countries being such 
II 1 ocomotives", but in fact they are. In the last several years, their 
rates of growth and the rate of export expansion that those growth rates 
have stimulated in the developed countries, have been substantially greater 
than the rates of growth and the resultant export expansion within the 
OECD countries. Thus, the developing countries have provided a stimulus to 
the economies of the OECD nations, and they have provided jobs in the U.S. 
But Americans do not often think of it in these terms. Nor do they reflect 
on the size of those markets. They are huge. U.S. exports to developing 
country markets are greater than those to Western Europe, Eastern Europe, 
China, and the Soviet Union combined. And that is why it is important that 
the average U.S. citizen think through what can be done to help stimulate 
growth in those markets so that more jobs can be created in the U.S. 

Consider a second illustration: cereal grains. You may remember that 
harvests in 1972 were below normal in sub-Saharan Africa, in the Soviet 
Union and in certain parts of Asia. Total grain production was down 3 or 
4%. But because the demand for basic food grains is inelastic, this sl ight 
reduction in supply had a dramatic effect on prices of export grains, and 
they were driven up about 300%. Thus, a very small decrease in production 
had an immense inflationary effect on the cost of cereal grain. 

Now, you might suppose that the adverse effects of that were felt mainly 
in India, and Africa. But no, it affected the cost of bread in the United 
States, as well. The price of bread -- and everything else made out of 
grain -- rose dramatically in U.S. supermarkets. And not ' only that, since 
wage rates in the auto industr'l 9 and many other U.S. industries, are tied 
to the cost of living, it triggered off a rise in the wage rate in these 
industries, and clearly boosted inflation in the U.S. at a time when that 
was the last thing Americans wanted. And that is going to happen again. 
Unless the U.S. helps these developing countries help themselves, unless 
it helps the food-deficit countries expand their grain production, I can 
guarantee you that you will have a stimulus to inflation in this country 
at some unspecified date in the future when their harvests are poor again. 
And their harvests will be poor again. They are bound to be. The 
unpredictable occurance of bad weather makes that certain. 

Finally, of course, there is the problem of rising population. There will 
be about two billion people added to the world's total population between now 
and the end of the century. The world's population today is roughly 4 
billion; by the end of the century it is going to be roughly 6 billion. How 
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are they going to have enough to eat? Well, they will have to depend 
primarily on the food grown in their own countries. That is particularly 
true of the major food-deficit countries: India, Pakistan, Indonesia, 
Nigeria and most of sub-Saharan Africa. There isn't going to be enough 
foreign exchange available to those countries with which to buy the grain 
from other countries, even assuming for the moment that other countries 
-- and that would be principally Canada, the U.S., and Argentina - - were 
capable of producing th-e g·rain for- the additional -billion people, or were 
willing, if they produced it, to give it away. So, there is a very direct 
national interest for the U.S. to see to it that the developing countries, 
particularly the food-deficit developing countries, expand their grain 
production. 

Another illustration of this is the case of Mexico. It has today a 
population of roughly 62 million. And it is said that there are in the 
U.S. some 6 million illegal Mexican immigrants. I don't know whether the 
figure is correct, but it's probably fairly close to the truth. So that 
means that roughly 10% of the Mexican population is in the U.S. today 
i 11 ega 11 y. 

Now, Mexico has some very serious problems. Mexico City is facing severe 
limitations on its air and water. It already has a population of about 
12 million. It may be the largest city in the world before the end of 
the century. There is a 2,000 mile border between the two countries. At 
the current growth rate,the population in Mexico will double in roughly 23 
years. So by the year 2000 it will almost surely be twice what it is 
today -- 62 million today, 120-125 million at the end of the century. Not 
much can be done to prevent that. I don't mean that there is not much 
that can be done to reduce fertility rates in Mexico. A lot can be done, 
and the present government is determined to do it. But, there is not 
much that can be done to change the size of the population by the end of 
the century. The women who will bear the children are already born. They 
have an age distribution that looks like a pyramid, whereas the U.S. age 
distribution looks 1 ike a column. In other words, in the U.S. there are 
roughly the same number of people in each age group, whereas in Mexico 
some 48% of the population is under 15 years of age. The women who will be 
coming into thefr reproductive age over the next 20-25 years are already born. 

So the Americans who live in the Southwestern United States -- in Texas, 
Arizona, New Mexico, southern California and as far north as Colorado and 
Illinois -- really have only two alternatives. They can either accept Mexican 
immigrants, or accept Mexican godds. One can't build a 2,000 mile Berl in 
Wall between the two countries. And even if one did, it probably would 
not keep the immigrants out, nor can one expect them to stay in Mexico with 
no employment. If they are going to have employment, they have to have 
something to work at. The U.S. and Mexico have to work together to help 
them find job opportunities. That can be done in many ways, but obviously 
the U.S. is going to have to be able to import some of the things they 
produce. I would imagine that within our lifetime the Spanish speaking 
minority in the U.S. is going to be the country's largest minority. I 
doubt that many of you have thought of that before. But you should think 
about it. It is both humanitarian to help Mexico deal with these problems, 
and in the U.S. interest to do so. 
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Now, this has been a long answer to the question, but these are the points 
I have made to the members of Congress. 

Q: You are very persuasive, and you just touched on the issue that's perhaps 
really the most ticklish one for you at this juncture. What is your 
perception of the prospects of getting the full funding which the Treasury 
is asking for on the .8ank t s behalf? And what can you tell us about what 
you are doing personally? It is a pol itical process to encourage Congress 
to listen to the persuasive arguments youlve just given us. 

A: Well, obviously there are two aspects to these arguments: those that 
re18te to the developing countries, and those that relate to U.S. domestic 
needs. But, let me first address your second point. I have been meeting 
informally with members of Congress. I don't think it's appropriate for 
an international official to meet formally with members of parliaments in 
the Bank's member countries, and I don It. Some members of Conqress are 
critical of the fact that officials of international organizations do not 
testify before Congressional committees. But there's a very good reason 
for that. International officials act for other than purely national 
interests; they have a responsibility that goes beyond that, and it is 
generally accepted that: 

a) They shouldn't initiate contacts with parliaments; they should only 
undertake such contacts as they are requested to undertake by the 
government concerned; and 

b) The government concerned is the proper authority to carryon formal 
contacts. 

So that is the way we function in the World Bank. I don't appear before 
Congressional committees, but I do meet with individual Congressman or 
groups of Congressmen at the request of the Treasury when the members of 
the Congress wish to. I have been doing that. For example, 1 met with a 
group of members from the House last week, the so-called freshmen and 
sophomores of the 34th and 35th Congress; and the week before that I was 
at a breakfast meeting hosted by Senators Javits and Church, with some 
20 or 25 Senators. 1 have met with others individually, but always, however, 
at the request of, or through the channel of the U.S. Treasury, which is 
our source of contact with the U.S. Government. The Governor of the World 
Bank for the U.S. is the Secretary of the Treasury. 

Now, you ask what I think the chances are of the appropriations request of 
the Administration being approved? Well, 1 think there is concern among 
members of Congress, not as it relates to the World Bank particularly, but 
as to the budget in general. You saw evidence of that yesterday. I don't 
know yet what has happened today on the vote on the budget, but there is an 
immense amount of pressure to hold down expenditures in the face of inflation. 
and an immense amount of pressure to hold down expenditures in order to 
minimize taxes. So it is perfectly understandable, and '1 think quite 
reasonable, that expenditures for international purposes should be put in 
the balance against expenditures for domestic purposes. And one of the 
Senators last week said to me "How am r going to tell my people, who have 



-6-

just suffered a loss of property due to a flood, that they should pay 
5~% for money to rehabilitate flood damaged facilities, homes, etc., 
when you are lending at a lesser rate to the people in Bangladesh?" "Well," 
I said, "thatls a good question, and 1111 tell you what. 1111 go up there 
with you, if you want. If you don't think the answer 11m going to give you 
now is persuasive, I'll go up there with you and 1111 meet your people, 
and 1111 bet that you or· I, or both of us together, can persuade them. 
Let's talk, for example, about food. You people have an interest in it. 
You have got to get Bangladesh expanding food production, or you are going 
to have to pay a price for it in the years ahead. Now, if the only price 
you1re paying in lieu of that is 5!% interest today, instead of a slightly 
lesser rate if we cancelled this Bangladesh assistance, I maintain that 
you1re better off to pay the 5!%. You are lucky to get the flood relief 
construction funds, you are borrowing. And 11m a 100% for that. But if 
the only difference is getting it at 5!, or getting it at 3! by cancelling 
Bangladesh assistance, then you are better off paying the 5! and having 
the Bangladesh food production increased." 

If one puts it on that basis, Congressmen can understand it. You have to 
get down to their terms. They are up for re-election in November, and it is 
a very difficult thing: some constituent has lost his house, or lost his 
savings, and he wants to know why he should be concerned about Bangladesh, 
or Turkey, or Mexico, or some place else. Now, one has to address the 
problem in those terms, and Itm fully prepared to do so. 

Q: The World Bankls salaries has become a political issue on the Hill. 
have two questions about that. One, Hobart Rowen wrote in March that you 
were undertaking a study with IMF on your salary structure. I wonder what 
has come of that. And two, your own salary is about twice that of the 
Secretary of Defense, and you have held both jobs, and I wonder if you 
work twice as hard, and do twice as much in this job. 

A: Let me answer the second one first. I work less hard than I did as 
Secretary of Defense, and I'm paid substantially more. But when I came 
down to Washington as Secretary of Defense I was paid $25,000 a year. I 
don't think that was in the national interest. I personally was willing 
to do it, but a lot of other people you needed to have down here wouldnlt 
come for that salary, or for what that scales down to. In the mid sixties 
therefore, an effort was made to correct that, and the Kennedy and Johnson 
Administrations did. They put through major changes, and therefore by 
1969 the Cabinet officers salary, in a period of essentially no substantial 
inflation, had risen from $25,000 to $60,000, which I think was quite a 
reasonable move. And, by the way, it hasnlt kept pace with inflation and 
since then, you are all paying the price for that. When 100 federal 
judges in this country sue the Federal government because the Federal 
government has mishandled the salary issue, you know you are in trouble. 
Those 100 federal judges are there because they are dedicated to their 
nation. And what they basically said in their suit -- which, as you know, 
they lost in the Supreme Court just a few weeks ago -- was that this nation 
is hurting itself, as well as the public, and that something ought to be 
done about it. 
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The point is that public-sector salaries, u.s. government salaries -
particularly at the upper levels -- have not been rising, and I tell you 
that you are going to pay a price for that. You are already. People are 
leaving the government because the government salaries are out of 1 ine. 
Now, 11m not arguing that ours in the Bank are right or wrong; that's not 
my point. But I am arguing that your governmentls are wrong in the upper 
levels, and you ought to do something about that. 

Now, what about the study on Bank salaries? Well, let me digress a moment, 
and come back to that. There are three points I would like to make to you 
about our salaries. First, they are at the present time essentially on 
the United Nations standard. Seventy-five percent of our personnel are 
expatriate, non-U.S. citizens. And, as is the case in most international 
institutions, the compensation is set at a level sufficient to attract 
expatriates from relatively high-income countries -- Western Europe, Japan, 
Canada. That means basically that you have got to pay the compensation 
they would receive in their home country, plus an expatriate allowance, 
which generally is thought of as 25% of the compensation. And that is 
the theory that lies behind the U.N. scale, and we are essentially on 
the U.N. scale. That's number one. 

Number two, we are a professional organization. I have never associated with 
a more dedicated group of people, or more able people. 

Number three, our salaries are not paid by the U.S. taxpayers. The U.S. 
taxpayers might feel a little differently about this point 11m about to 
make if they were paying the salaries, but they are not. Not one dime 
of our compensation comes from the U.S. taxpayers. It comes from the 
developing countries, because we charge interest on our loans. The interest 
is sufficient to cover all o~ our costs, and leave the World Bank with a 
profit this year of $230 million. We have earned $3 billion in the Bank, 
and retained it in the business since 1946 when it was established. This 
year, earnings will be on the order of $230-$235 million, and that is after 
payment of all our salaries. The payment of the salaries, and the ~arnings, 
come from the charges we make on our loans. So the U.S. taxpayer is not 
paying one dime of our compensation. Nor will he benefit one dime if the 
compensation is cut. The professionals in the Bank are able, dedicated 
people -- that's why they're here; they believe in what they're doing; 
they beleive in serving the developing countries -- and they are sensitive 
to the salary issue and they don't want one dime more than what is necessary 
to attract the high quality of people we need. That is their view, and I 
share that view. 

Now, about the study. To determine precisely what is needed to attract the 
qual ity of people required to carry out these functions is very difficult. 
It is an extremely complicated matter, so we took the two Boards -- the 
Board of the IMF, and the Board of the Bank, because the International 
Monetary Fund salaries and the Bank salaries are on exactly the same 
structure -- and their Board of 20 Directors appointed 5, and our Board of 
20 appointed 5, and those two groups of 5 Directors each appointed 5 outside 
experts -- U.S., German, Canadian and a couple of other nationalities to 
work with them. That committee of approximately 15 is chaired by a Director 
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of the Monetary Fund, whose name is Kafka, and therefore the committee 
is known as the Kafka Committee. It is studying the problem, and it has 
hired a U.S. consulting firm, as well as a French and a German consulting 
firm, to examine the problem. These consultants will report to the Kafka 
Committee, and then that Committee will come to the two Boards with a 
recommendation on what should be done. 

Q: May I ask a question about lending operations? This current yea r you will 
lend about $8 billion. Where are you going? Can you give us a look ahead 
for about five years? 

A: Well, I don't have anything more to say on the future than what I said 
last year at the Governors meeting. This year, if you include IFC as one 
should, it will be about $8.5 billion. In the future, it is hard to say. 
I would guess that it would increase enough to offset fully the price level 
changes, and to provide for a real growth of perhaps something on the 
order of 5% a year, reflecting the increasing need of the developing countries 
for capital inflows. I would guess that their need is going to increase 
more than 5% a year, and assuming it does, and assuming other multilateral 
institutions increase at about 5% a year in real terms, then an implication 
of what I am saying is that if the rising needs of the developing countries 
are to be met, there will be an increasing dependence on the private capital 
markets. I think that is likely to be the case. And this, in turn, has 
great implications for those private capital markets. 

Q: May I ask you why the IBRD ~- of all the international financial institutions -
suffered the most yesterday on the Hill? 

A: Well, I didn't fully answer the earlier question about the outlook for 
passage of the legislation. I think the outlook for favorable action by the 
Congress on World Bank legislation is really quite good. The Treasury has 
been working very hard with the Congress. And I have met with the Treasury 
many times. While it1s true that in the vote yesterday there was a 
reduction in the Administration1s '~equest for appropriations, the vote was 
really quite favorable. Depending on how you count the two extra members who 
were there, it was either 8 to 3, or 10 to 3. It was a very favorable vote 
in the House, particularly for a committee in which the chairman has been 
quite antagonistic to the appropriation. 

As I understand it, what they did was to defer, not cancel, the request 
for a selective capital increase. They cut it in about half: from around 
$600 million to about $300 or $330 million. And it was recognized that the 
amount that won't be appropriated this year, will be appropriated in 
subsequent years. While we would much prefer to have it this year, we are 
not going to be destroyed. It is a bad year, that is true. And in the 
case of IDA, which is a very sensitive matter -- and it is absolutely 
essential that we have a substantial part of the appropriation -- they 
cut about $320 million. The amount requested was $1,550 million, and they 
marked up the bill at $1,230 million. Hopefully the Senate will restore 
some of that. Now with respect to your question about why there were 
larger cuts in the Wo.rld Bank Group funds than in others .•.. 

L 
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Q: Particularly IBRD. 

A: Well, regarding the IBRD portion, the reason is that it is the largest 
amount. Now this is an interesting point. There was $600 million to be 
appropriated. Of the $600 million, only $60 million would be paid in. 
The other $540 million is to permit the U.S. to subscribe to callable 
capital which could be called in tn subsequent years. Our capital structure 
is really quite unique. We have today roughly $3 billion of paid in 
capital in the IBRD, and we have $2 billion of retained earnings in IBRD, 
and we have transferred a billion of retained earnings to IDA. So we have 
retained earning~ of $3 bill ion, $2 billion of which is in IBRD, along with 
the $3 billion of paid-in capital. Then we have $27 billion of callable 
subscribed capital. Now in 30 years there has never been a single calIon 
that subscribed capital. And in the next 30 years there won't be any call 
on it either, assuming this place is managed properly. But whereas in the 
past that $27 billion didn't have to be appropriated, in the future -
because of new congressional procedures -- they have required that it be 
appropriated. Hence, the requested appropriation of $600 million for the 
IBRD included $540 mf11ion of what 1111 call contingency funds -- conditional 
liability -- and $60 million of cash. 

Now, the cuts were largest in World Bank Group figures because they were 
the largest figures by far. Out of thetotal bill for international financial 
institutions, $3.5 billion was for IBRD, IFC and IDA. So we had by far 
the largest amount. It was a vote of 10 to 3, if you include Congressmen 
Cederburg and Mahon, who are not members of the subcommittee, but who were 
present as members of the full committee, and who voted in favor of it; 
or 8 to 3, if you do not include them. So, it was a very very favorable 
vote. And last week in the Senate in connection with the Budget resolution 
that Senator Byrd put forward, an amendment to reduce substantially the 
IDA funds,was defeated by 53 to 37. So there is considerable support in 
Congress, even in this difficult year. And I can understand their political 
problems. They are serious. We ·all ought to be concerned about inflation. 
But I think members of Congress are beginning to understand what it means 
to be in a interdependent world. This is a different world than it was 10 
years ago, 5 years ago. And Congress has got to pay more attention to 
these relations with other nations and think through what is in the U.S. 
interest. I do think development assistance is basically a moral problem •. 
But even if you put that aside for a mo~ent, and simply think se.1fish1y, 
and act accordingly, I believe you are going to come out where : I come out. 
You ought to support these bills. 

Q: Wou1~ you care to name any of the government posts that are suffering under 
the present Administration from inadequate salaries? 

A: Yes. I would say that they began to correct this about a year ago. I don't 
want to be tied down specifically on figures, but from 1969 until roughly 
1975, there were no increases to salaries of $39,000, despite a 45% increase 
in inflation. I just think that is unwise. I think it is unwise management. 
It's contrary to the U.S. national interest. There is no other part of 
American society, with minor exceptions, that manages itself that way. And 
what you have had, therefore, is a brain drain: a brain drain out of the U.S. 
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government into other parts of society. Either directly -- and I could 
name people who have left the government, people who were very able, and 
who held very important assignments. They were forced out because they 
couldn't live in this city at the salaries that were being paid in the face 
of t his high inflation. But also, and perhaps more importantly, you have 
had hundreds of thousands of unnamed individuals whom we don't know who 
have refused to come into government. And I don't think that is the way to 
ru n a nation. You don't run anything else that way. Your own salaries have 
al l gone up in that period, I hope; and I am sure they have, or you wouldn't 
be here. Ford Motor Company salaries have gone up. Yale University salaries 
have gone up, probably not as much as they should have, but they have gone 
up. I don1t know why one thinks the salaries of the upper levels of the 
U.S. government shouldn't rise proportionate to other salaries in the 
society. But they haven It. And everyone is going to pay a price for it. 

Q: Does this include Congressional salaries? 

A: Su re. Now, I think one also has to realize that they have a lot of other 
sources of income, as we have been seeing in the last 30 days. But I do 
th i nk their salaries should go up. And particularly I think they should 
go up if their other sources of income are going to be limited, as they 
have indicated they will be. 

Q: Mr. McNamara, assuming your staff comes to you with an approved loan for 
Vi etnam someday, six months or a year down the road, would you have any 
problems approving a loan like that, if the loan met all the other 
requirements? 

A: If it meets all our requirements, no. Vietnam is a member of the Bank. We 
haven' t yet made any loans to Vietnam, but it's a member of the Bank. We 
have a responsibility to it. And if a loan that met our requirements -
and they are tough requirements -- were to come up, then surely we ought 
t o approve i t. 

Q: Wou l d it .bring on more political problems, say with the U.S. Congress? 

A: It might, but I think there again the U.S. has to decide what is in its 
i nt erest. Now, don't forget that the U.S. has convinced the other OECD 
nations that they should pick up the major part of this burden of IDA 
ass i stance. The U.S. is putting up 30%. They are putting up 70%. Not 
just for Vietnam, but for the whole developing world. And if the U.S. 
wants that kind of 70% support, it is going to have to recognize at times 
that the institution will act in ways that some people in the U.S. disagree 
with. But on balance, I would say that the U.S. interests are served. 

Q: I wonder if you have had any conversations with the members of OPEC, or 
all the members of OPEC, to increase the level of their participation in 
the Bank. And can you brief us on the state of this? 
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A: Yes. We have had. And, of course, we had intensive conversations parti
cularly during the negotiations on the fifth IDA replenishment, which were 
concluded roughly nine months ago. And several members of OPEC made 
contributions to IDA for the first time. That was true of Saudi Arabia, 
for example, Saudi Arabia participated in the negotiated IDA replenishment, 
and there their contribution is contingent upon all other contributions being 
made,but in addition tp that, within the past two or three weeks, they 
informed us they were going to make a supplementary contribution of $100 
million. So the answer is yes; we are in constant discussion with OPEC 
members on financing the Bank. Mr. Rotberg, our Treasurer, has just come 
back from Saudi Arabia within the past two or three weeks, where he was 
talking to them about IBRD borrowing. They are interested in possibly 
subscribing to future IBRD issues on a somewhat different basis than they 
have subscribed in the past. So we maintain close contact with them. 

Q: Sir, just to follow up on the Vietnam question, what is your feeling about 
the Administration1s linkage to human rights and foreign policy and aid 
consider~tions? Should there be a linkage, and is there a danger of a 
backlash in the future from the American public about contributing, or 
supporting projects abroad, that may be in nations that have political 
systems different from ours? 

A: Well, again, I think the American public has to decide what it thinks is 
in its own interest. This institution has certain capabi1 ities. We are 
capable of functioning as a development assistance organization. We are 
staffed with people who are qualified in that field. We have policies and 
procedures that are related to that. The member governments have, over 
time, formulated views and developed a consensus as to standards to be 
followed in connection with this development assistance. 

Now, I think one should recognize that among the most basic of human 
rights is the right to minimal levels of nutrition, health, and education. 
With respect to those human rights, there is no institution in ~he world 
that is more sensitive to them, or doing more to advance them, than this 
institution. But another element of human rights -- and what is frequently 
meant by the term when it is used today in connection with U.S. interests -
are the civil rights: the protection of the person. And with respect to those 
rights, we are not qualified in the Bank to link our operations to them. 

The Articles of Agreement, under which we operate, and which were adopted 
by the nations at Bretton Woods thirty-odd years ago, specifically provide 
that we shall not take account of considerations other than economic 
considerations. And this was done because this organization was founded 
to provide economic assistance. Secondly, as I said, we frankly aren1t 
competent to deal with these other issues. We don1t have political 
scientists, or social scientists, or others who are skilled in dealing 
with these issues. Thirdly, and perhaps more importantly, our member 
governments haven1t agreed upon any standards to apply in this field. So, 
for all those reasons, it is very difficult for this institution today to 
take any effective action in connection with those elements of human rights 
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that constitute civil rights. With respect to the other elements of 
human rights, whi'ch are extremely important to most governments, we are 
the leading agency in the world dealing with them. 

Now, I ~ery much regret that I am going to have to leave you, because 
there- ~re ~me ministers now waiting in my office. But I do want to thank 
you, not only for meeting with me today, but also for taking the time to 
be with my associates. We believe this is a marvelous institution, and 
we would like to have you come more often, and talk to us and raise any 
questions you have on your mind. Weill try to answer them. Thank you 
very much. 
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"THE WHOLE WORLD'S BANK" -":" HAY 23, 1978 NBC IlSEGMENT THREE" 

Our "~egment Three" this evening is titled liThe Whole World's Bank". 

Thirty-two years .ago .this month, the World Bank made its first loan to 

France to rebuild railroads destroyed in World War II. Since then, the 

World Bank, from its Headquarters in ""ashington, has loaned bi 11 ions of 

dollars to countries in need of development. It has played a significant 

role In the history of the past three decades and stirred up a little 

controversy along the way. Irving R. Levine reports ••••.•• 

These are customers of the World Bank. People in countries too poor to 

borrow money anywhere else. World Bank loans provide sewers and schools 

in North African ·cities. Loans to help Mexicans raise healthier livestock. 

Money to Improve life in African villages. A World Bank project to kill 

parasites that cause blindness In Upper Volta. Last year, World Bank agencies 

lent seven and a half billion dollars to fifty backward countries for projects 

to help these people live better. About 20% of the Bank's capital comes from 

the United States the rest from the one hundred and thirty other member 

nations. And, in \.Jashlngton, where the World Bank occupies three bui ldings near 

the White House, congressional critics oppose the Bank's request that the United 

States now double the eight billion dollars It has already committed to the 

Bank. The Bank's President, Robert McNamara, says the additional m~ney Is 

urgently needed. 
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In the remainIng twenty odd years of this century, the world's population, 

and prIncipally Tn the developing countries who are the clients of this Bank, 

wlll expand from four billion to six billion -- two billIon people will be 

added~ And It's part of our responsibility to help ensure that those people 

have a reasonable chance to live, and I mean lIterally, to live. 

McNamara, familiar to Americans as Defense Secretary during the Viet-Nam 

War, now brings his emotlons and energy to the job of helping the poor. 

Recently, McNamara visited BQllvla, a mIlitary dictatorship, to inspect 

a World Bank Irrigation project. McNamara and the Bank are crIticized in 

Congress for lending money to countries that vIolate human rights and for 

financing steel mills and other projects that compete with American businesses. 

In Congress, the principal 'critIc also charges that World Bank salaries 

are exorbitant •.••••• 

They're too hIgh •••. way above what the US pays lts people; and they're 

tax exempt besides. The head of the World Bank gets a hundred and sixteen 

thousand -- our Vice President only gets seventy-five. It's way out 'of line. 

And they're elite, and they're elite-minded: pretty hard for people who're 

getting their kind of Incomes to understand the problems of the really poor. 

The five thousand Bank employees are paid more than Americans in equivalent 

Jobs, but World Bank officials say this Is necessary to attrac~ specially 

qualified people. Besides, the Bank makes a profIt from loans and from 

~huttllng Its billions of dollars in reserves from country to country where 

It can earn the highest Interest. The Bank has never lost a nIckel on its 

low Interest loans --- any country that defaults on a World Bank loan might 

never get a loan anywhere else. But for McNamara and these Bank Directors, 
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the key argument In asking for more American money Is that the few nations 

that are rich must help the many that ' are poor. McNamara argues that It Is 

In AmerIca's self-Interest, to help poor countrIes so they can become customer s 

for American products. And the best argument, says McNamara, is right across 

our border. 

Today the population of Mexico is about sixty-two million: roughly ten 

percent of the total number of Mexicans are thought to be Illegally in this 

country as immigrants. The population of Mexico is doubling in about twenty 

odd years and that means while you and I are alive at the end of this century 

It won't be sixty-two million -- it'll be a hundred and twenty-five million. 

I say that the American people only have two alternatives -- take additional 

numbers of Mexicans or take their products. Help Mexico create employment in 

Mexico that will keep their people in Mexico, otherwIse our two thousand mile 

border is going to be overrun. 

McN~mara's arguments do not convince critics in Congresi who oppose giving 

more money to the world's poor people. The critics acknowledge that the 

World Bank has done much good but they ask, with all the problems the 

United States has at home, how much can we afford to spend on the problems 

of others? And, the Bank and the critics agree, given the size of the problems, 

no amount may ever be enough. Irving R. Levine, NBC News, Washington 
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THE WORLD BANK 

Office of the President July 21, 1978 

Mr. McNamaja : 

Mr. Alvin Toff1er (author of 
"Future Shlbck") has called Jack Maddux, 
asking · for your "Tokyo speech~t in June. 

This is the on1¥ version Jack has, 
or that I have. 

Aree you willing 
or anyone else, have a 

to let Mr. Toff1er, 
copy - re-typed? 

'11'"1 
y~ 

B. ~~ 



Remarks of RoD.ert 5 ~}1cNamara 
To the Press Cluo of Japan 
Tokyo, Japan June 8, 1978 

It has oeen nearly five .years since I last made an official visit 

to Japan, Seeing its vitality then, r was convinced that this country would 

b.ecome one pI; the financial centers of the world. I amppleased to see that 

my impressions of five years ago have turned out to be correct. 

rn the interval, the world was, of course, faced with the so-called 

·-Qil crisis~' which '!!"' - together with related events -- triggered off the most 

severe economic neadjustment since World War II. It is not difficult to 

imagine the enormous impact it has made on Japan, in view of its very heavy 

reliance on imported oil. That Japan has been able to overcome these major 

economic disturBances in just three years time is itself eloquent testimony 

to the drive and determination of the Japanese people. 

Needless to say, reconstruction of the Japanese economy, which 

had been cqmpletely demolished in World War II, required exttaordinary 

eftorts . Japan~s industrial production started from zero in 1945. You 

recovered to the pre-war level by 1960, and after a decade 0' vigorous 

growth, you nave become one of the world s strongest economies~ It is 

little wonder that it is called a miracle. 

Now, there aee four principal points I would like to discuss 

briefly with you this afternoon. 



First, the relationship the World Bank has had with Japan; 

Second, the current economic situation in the developing world; 

Third, what needs to be done to address that situation; 

And, finally, Japan~8 own role in assisting the roughly 100 

countries and the two Billion people of the developing world. 

I looking Back over the history, of the World Bank, the case of 

Jap~n is unique, 

Japan Became a memBer of the Bank in '1952. Between 1953 and 

1~66, the Wo~ld Bank made 31 lonas to Japan totalling' $862 million. As 

you know, among other important projects, these loans helped finance the 

new Tokaido ~ailway and the Tokyo-Kooe Highways. I am delighted to see 

that these tac1lities continue to make significant contribution to your 

domestic economy. 

The fact that we were aBle to play a role in assist~ng in the 

reconstruction of the Japanese economy is a source of pride to us in the 

Bank. Japan is in fact a model o~ what we would like to see happen else~ 

where ~n the world. for in the ttme~pan of a single generation, you 

moved from being one of the Bank ~s largest Borrowers tooone of the Bank~s 

lar~est suppl!ers of capital. Japan is indisputably the Bankts model 

g~aduate. 

And Japan itself has clearly benefitted from this~ Expenditure 

in Japan br World Bank borrowers, for equipment to be used on projects 

financed DY the Bank have totalled more than $3 billion. This illustrates 

your Reen sense of competition and aBility to take advan~age of the 

~eBae market potential in the developtng world, 
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In 1969, the Bank began its borrowing program in Japan, which 

has nOON become one of our largest. As of today, the Bank has borro\o1ed 

from both the Bank of Japan, and the public market, a total of ¥76l billion, 

of which ¥598 billion is outstanding. By today's conversion rate, this 

is Dore than $3 billion, and accounts for approxi~ately 11% of the Bank's 

total outstanding obligations. 

Further, Japan has strongly supported the International Develop-

ment Association (IDA), which makes ~vailable low 

interest, long maturity credits to the poorest developing countries. 

lOA resources are derived 

principally from contributions by the Bank's affluent member countries, and 

are periodically replenished. Since the founding of IDA, there have been 

five replenishments of its resources. In the last two replenishments, Japan 

contributed more than 10% of the total despite the fiscal deficits it had at 

~~e time. h~at is more, Japan has always been among the first countries to 

enact IDA legislation, and to accommodate us with advance contributions. 

Though Japan currently has about a ~4% share in the votes in the Bank, it 

bas accepted a much heavier responsibility than this voting share would 

indicate. I will return to this point later. 

But .Japan's contribution to the lvorld Bank is more than just 

financial. The Bank has learned a great deal fromrour _ own development 

experience. Your productive small-scale agriculture, your fisheries, your 

efficient sr=ll-scale industries, as well as your success in family planning, 

can all se~-e as models "for developing societies. The Bank has made studies 
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on Japan's developoent eA-perience, and we are applying the lessons we 

learned in our advice to member governoents. 

So there can be no question that the relationship beD;een the 

World Bank an4 Japan, over the past quarter of a century. has not only 

been mutually beneficial, but has significantly helped to serve the needs 

of the developing " .. orld at large. l·~e ilm:lensely value the support the 

Japanese people, and their governQen~have given the Bank,- and we continue 

to count strongly on it. 

l~ow, let we coDI!lent ·briefly on the current economic situation in 

C-- the developing countries. 

It is of course affected by the situation in the industrialized 

world. 

As you know, the progress of the OECD nations in adjusting to 

the shocks e:>..-perienced in the mid-1970s has been uneven. Their initial 

recovery from the recession in 1975 pro~eeded more smoothly than many 

observers had expected. But beginning with a brief pause in 1976, and 

then again in a more pronounced way during 1977, their economies seemed to 

lose momentum. Gro~th in their output and in their international trade 

during 1977 Yas well bel~ historical norms, and also below Yhat had been 

anticipated as recently as a year earlier. 

In l!:.2.ny of these industrial countries, growth in domestic deu~nd 

has also been disappointingly slow, and has left unused a considerable part 

of these countries' productive capacity. Moreover, the modest growth ~hich 

bas been achieved in the past two or three years has been accompanied by 

persistent c.nd increasingly severe imbalances in their internationa1 
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payments, ii:::ihalances which have confronted policy-makers with the 

difficult task of striking an appropriate balance among domestic 

priorities and international responsibilities. 

These countries are r::iaking great efforts to recover from the 

global recession. But there are inherent dilerrcnas in this. If an ex-

pansion policy is pursued, inflation may follow. Tiiis creates worsening 

i mbalances in international payments. And the severe imbalances make 

it difficult for deficit countries to adopt an eA-pansion policy. 

The problems of the industrial world act to co~potilld the 

already difficult economic issues faced by the developing countries. 

As I pointed out last year in Washington, the developing world's 

.s 
economic record during the past quarter century ha been impressive. It 

surpasses the performance of the present industrialized nations -- other 

than,of course, Japan -- for any comparable period of their own development. 

Fut the high average rate of economic growth in the developing world achieved 

over these 25 years obscures significant differences between countries, and 

within countries. 

Tiie poorest nations among them, mostly in South Asia and sub-

Saharan Africa, have done only half as well as the group as a whole. And 

the economic gains in all the developing countries have too of ten failed 

to reach the poorest individuals in their societies. Roughly 40% of the 

total population of the developing countries the Bank serves -- some 800 

million people -- are neither contributing significantly to the economic 

growth in their nations, nor sharing equitably in its benefits. These 

I 

I 



-6-

are the absolute poor. In most developing societies they form a huge 

group at the lo~er end of the income spectrum. 

Economic growth is a necessary condition for development in any 

society, but in itself it " is never a sufficient condition. And the reason 

is clear. Economic gro'~th cannot assist the poor if it does not reach the 

poor. 

The absolute poor are tho~e trapped in conrlitions so limited by 

illiteracy, malnutrition, disease, high infant mortality, and low life 

eh~ectancy as to be denied the very potential cf the genes ~~th which they 

vere born. Their basic human needs are simply not met. 

It is not a scene that any of us here -- so favored, so fortunate, 

so surrounded in our personal lives by privilege and advantage -- can 

contemplate without compassion and resolve. 

We must try to grasp the magnitude of this poverty. Of the two 

billion people in the developing world: 

1.2 billion do not have access to safe drinking water, or to 

a public health facility; 

700 million are seriously malnourished; 

550 million are unable to read or write; 

250 million living in urban areas do not have adequate shelter; 

hu=dreds of millions are without sufficient employment. 

Most ~ragic of all, almost half of the two billion are children . A

They are the chief hope of their 

societies' fut~~e. And, yet nearly 50% of them suffer from some debilitating 

disease likely ~o have long-lasting effects. ~ell over a third of them are 
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undernourished. And 290 million are not in school. 

The blunt truth is that absolute poverty today is a function 

of neglect -- and of our neglect in the affluent \\lorld as much as of 

anyone's. 

Poverty tends to perpetuate itself, and unless a deliberate 

intervention is designed and launched against its internal dynamics, it 

~~ll persist and grow. 

The responsibility for such an effort lies, first of course, 

with the governments of the poorest countries themselves. It is clear 

that no degree of outside assistance can solve the internal problems of 

social inequity in d~veloping countries unless the governments of those 

( - countries themselves are willing to take the steps that are necessary. 

An outstanding example of success in this matter can be found, again, 

here in Japan, Which has worked so hard to rebuild its war-shattered 

society. Japan has clearly demonstrated that social equity and economic 

developnent are corrpatible • 

. If we are to expect, however, the developing countries to 

undertake these efforts -- efforts that often call for a great deal of 

political courage and leadership -- it is essential that the affluent 

nations -. themselves provide more support for poorer nations. 

~There are two principal ways that help can be 

prov.ided: 
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(1) Through financial assistance: 

(a) by additional transfers of concessional finance 
to the poorest countries; 

(b) by eh~ansion of the flow of capital from both 
public ' and private sources to the middle-income 

countries; 

(2) Through expanding the opportunities of the developing 

countries to earn more foreign exchange through eh~orts. 

I have spoken frequently on these matters, and all of you here 

are familiar with the overall case. 

Let me, now, briefly mention what role the World Bank has played 

in assisting the developing countries. Although the Bank's contribution 

can only be a part of the la~ger effort of the international community as 

a whole, it has not been insignificant. From its inception, through 

FY1977, the Bank Group has loaned over $50 billion. It plans to commit 

an additional $8.5 billion during this fiscal year. And it is reasonable 

to expect that tQe Bank Group will begin the decade of the 1980s at a level 

of operation in excess of $10 billion per year. 

In recent years w~ have greatly increased our efforts to help the 

poorest of the developing peoples advance economically. This can only be 

done by helping them to raise their productivity. Since most of the poor 

live in the rural areas we have given increased attention to rural develop-

mente In northern Nigeria, in West Bengal, in Mali, Thailand, Kenya, 

northeastern Brazil, southern Sudan, Upper Volta, and many otl~er places 

in the developing world we are helping to design and finance rural develop-

rnent projects targeted specifically to increase the productivity of the 
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subsistence farmer. 

Tailored specifically to local needs, these projects put together a 

broad mix of economic ingredients: feeder roads, rural electrification, 

functionai literacy programs, veterinary stations, small-scale irrigation, 

storage and marketing facilities, health and family planning clinics -- the 

cont~nt of the package varies, but the principle remains the same ever)~·here: 

involve the poor, invest in their potential, enhance their pr~ductivity. 

Now, as I pointed out in my address to the Board of Governors at the 

World Bank's Annual Meeting last September, a prerequisite for a more effective 

approach to the many development problems that face our member countries --

and which have been under discussion recently in ~any international forums -

is a better understanding of the impact of internal and external policies on 

social and economic issues in these countries at different stages in their 

development. 

Accordingly, as a first step in what we expect will be an ongoing 

assessment of development problems, we have undertaken in the Bank what has 

been termed the World Development Report. Its objective is to integrate 

the diverse components of development experience into a more understandable 

pattern; to explore and evaluate the critical linkages am~ng such components, 

linkages that often interact in strongly supportive or seriously disruptive 

ways not readily apparent; and to provide an analysis of the costs and benefits 

to both developed and developing countries of alternative ways of deal~ng with 

the principal development issues. 
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We have undertaken this analysis because despite the many uncer-

tainties about the future, decisions must in fact be made by our member 

governments day after day. The World Bank, ~ith its broad-based membership, 

its broad experience with tnedevelopment problems faced by these governments, 

end its daily involvement ~ith investment choices, is in a unique position 

to see the interrelationships bet~een the rr.ajor co~ponents of the development 

process. To the extent that these components are more clearly understood, 

the Bank itself, and its Bember governments individually, will be able to 

cooperate more effectively in reducing the worst aspects of poverty, 'and in 

integrating their economies into an international fr2Qework that will provide 

an enviror~ent of enhanced and continuing growth for all its participants. 

The ~orld Development Report has just been distributed to our Board 
Executive 

of/Directors and will soon be considered by them. We would then plan to 

submit it to the Development Committee for discussion at its Ministerial-

level ceeting in late September. 

Not every development issue can, of course, be dealt with in this 

initial report. But as t~e work proceeds, and as more issues and problems 

are analyzed, it can provide a continuing basis for reviewing development 

progress . in future years. The report will be revised annually as new data 

and nE~ knowledge emerge, and it will be available for discussion by govern-

ments and in appropriate international forums. 

Let me turn, now, to the role that Japan can , '-

-t· .play in tOday's situation. As Japan is now in a very privileged 

position, it can contribute to development in a number of important ways. 
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First, there is the issue of Official Development Assistance. Admit-

tedly, Japan's past level of ODA has left a good deal of room for improvement. 

However, we in the Bank have been aware that as a relative newcomer to the 

rank of donors, end with many pressing domestic deoands as yet unfi1filled, 

Japan has made an impressive effort. 

Now, the Japcnese Government has announced that it intends to double 

its Official Development Assistance in three years. We estimate that would 

raise its ODA from a level of 381 billion yen in 1977 to 762 billion yen in 

1980. As a per cent of GNP, we estimate ODA would increase from .21% in 1977 

among the lowest of any of the 17 OEeD countries -- to approximately .29% in 

1980. 

In addition, the recent and rapid evolution of the Tokyo capital market 

has enabled -- and will increasingly enable -- the middle-income developing 

countries to mobilize financial resources there through private channels. As 

we all know, greater access to capital markets has been one of the most urgent 

requests made by these nations. 

Further, during the ~ast two days' discussions with a wide range of 

Japanese officials, I was pleased to receive the impression that the Government 

is determined to stimulate the domestic economy so as to accelerate the recovery 

from the protracted recession. The 7% growth target, set out under the leader-

ship of Hr. Fukud-a, is very encouraging. 

We all know that Japan's economic growth has a tremendous impact on 

the world's economy. 
,-, 

No country is in a better position to appreicate the 

interdependent nature of the world's economy than Japan. In 1977, the 

developing countries accounted for almost 47% of Japan's exports. And Japan 
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in more dependent on imported natural resources than any other major incustria1 

country. 

These liny~ges indicate that the health of the Japanese economy is 

affected by what happens in the LDCs. Their advance, therefore, can work 

to Japan's advantage. Some have suggested that Japan can act as a "loconotive" 

to stimulate growth in the DEeD countries. But what is often forgotten is 

that the developing countries can serve as "locomotives" as ",~e11. The fact 

is that they offer export markets larger than those of l,estern Europe, 

Eastern Europe, the Soviet Union and the Peoples Republic of China combined. 

In this context, the "global new deal theory", now being discussed in Japan, 

is of great interest to us in the Bank. 

For, despite their ow~ domestic problems, if the developed nations do 

rr~ not make available a more realistic degree of development assistance to the 

LDCs to alleviate the difficulties of the developing world, there is a danger 

of further shrinkage in the world's economy. 

In its relations with the Bank Group, in particular, Japan has been 

more than cooperative. We in the Bank highly esteem the fact that Japan's 

recent IDA contribution of ov.er 10% far exceeds its voting share in the IBRD 

of about . 4%. That too, is an indication of Japan's genuine concern with the 

moral issues of development assistance. Let me emphasize that we are very 

grateful for Japan's cooperation. 

Needless to say, many factors other than economic determine subscriptions 

and voting rights in international organizations. A gradual increase is being 

made in the IBRD in Japan's voting rights in order to more fairly represent 
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your economic strength. I, for one: Gm convinced that given Japan's sincere 

dete1~ination to improve its Offici~ Development Assistance both quantitatively 

and. qualitatively, Japan should eve!:::::-.;al1y accomplish its obj ective of 

"harI!lonization". 

The magnitude of Japan's cur~· ~~t account surplus has been a major 

international concern. There are tt ~=5e who believe that Japan must attain 

a prompt equilibrium in its current ~~count balances. But in view of Japan's 

economic structure, reducing the cU=~ent account surplus overnight is, under

standably, infeasible. 

Japan's decision, hOl·:ever, tc first attain equilibirum in the basic 

balance, in part through recycling a ?ortion of the current account surplus 

into development assistance, is botrr =easib1e and welcome. 

By extending more ODA, by inc=2asing capital exports, by greater overseas 

investments, and by providing greatE= access to the developing countries 

into the Tokyo capital market, Japac is contributing positi~e1y to the economic 

progress of the world. But as I me~=ioned earlier, Japan's contribution should 

not be confiped to financial assist==ce alone. As a dynamic example of 

economic progress and social equity~ Japan's unique experience should be made 

available as ~el1. 

We are confident that Japan c£n attain the goal to double its ODA in 

three years. And we in the Bank stc-d prepared to cooperate with your 

Government in its efforts to achiev~ that goal through increased co-financing 

arrangements in Bank projects. 

I personally am convinced th~=, given Japan's determination, it will, 

in the long-term, do even more than ~oub1e its ODA. During the past two 
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days' discussions, I was most happy to discover that the strong resolution 

to increase ODA, even under the circumstances of deficit financing and the 

protracted recession, is supported by all circles -- government, 

business and.the press. There are very few industrial countries where such 

general goodwill towards development assistance exists. I am confident 

that this goodwill i~ Japan will soon be transfor· 2d into a strong _ national 

consensus. 

I am very happy to have made this visit to Japan. It has given me 

the opportunity to exchange views, to observe your sincere commitment to the 

task of development assistance, and to be reassured of your warm support for 

the World Bank~-6roupe 

Let me conclude by adding that we are always looking for a larger 

number of Japanese nationals on our Bank ~aff. We deeply value the ones 

we have. And ·we would like to have more. 

Thank you very much for inviting me here to the Press Club. It is a 

pleasure to chat with you. And I would be happy now to try to answer any 

questions you may have. 
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Remarks of Robert s . HcNamara 
On the Occasion of Receiving the Tun Abdul Razak Foundation's 

International Avlard 
Kuala Lumpur , Malaysia , June 10 , 1978 

Tun MGhamBQ Suffian , Tunku Abdul Rahman , Tu~ Rahah , Professor Ungku Aziz , 
Distinguished Guests , Ladies and Gentlemen: 

. .. ~! 
I~ •• - '\ ... ......-• .,-. .~ / •• /,- '7 

I am ~eepIy Donored , and grateful , for this Award . 

" Honored , because it has been made in the name of so great a 

public servant as Tun Abdul Razak . 

Honored , too, because I have received it from the hands of 

Tun Rahah herself . 

And honored because it puts me in the company of such distinguished 

recipients as Tunku Abdul Rahman, and Professor Ungku Aziz . 

---~--------
I have been deeply touched by the warmth and generosity of the 

citation . 

And though I have traveled across the \vorld to be here -- and it 

is a delight in itself simPly to be back in Malaysia -- I must confess t o 

you that I feel that the honor and distinction , which the Award represents , 

rightly belongs not ~ to me personally , but rather to the staff of 

the Horld Bank , over whom I have the good fortune to serve as President . 

~ 
And it is , then , on behalf of that superb staff that I gratefully 

A 

accept the Award . 

. - ~ 

If~~~-~L~one looks at the life of the man for whom the 

Award is namey---rrun--i'\:btlu:t-Raz-ak~nd if one considers the life '\vork 

of my fellow recipient) ~- ·---.';C.uB-ku.-AbElul -Rahman...,_ and pra-t:.e.s.sor ~Ung 

it is clear that what this ceremony really celebrates is the concept of 

public service . 
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~~ 
These men each in ttleif own way -- have dedicated their lives 

1\ 

to public service . And more than that , they chose to serve others in a 

unique and demanding historical context . They have led their homeland 
~ 

/'"""'- 1 
into independence , and t\hq.ve helped shape and build a ne\', nation . 

~ 
That is a task , and awesome responsibility , that occurs only 

" very rarely in history . 

and these men , ill1d their colleagues, accepted that task, and 

undertook that responsibility, with immense dedication . 

Halaysia is \"ha.t it :i_s -today -- a promising I vigorous, and 

determined yOt~g nation -- because of that dedication to public service . 

-TIt7\<f', ~ere are many satisfactions that cOIl}e to me in my ''lork as 

l ' -{...-. ;{ 
President of the ~'lorld Bank. And one of the -best. of them is my opportunity 

, 1\ 

to meet and observe such public servants . 

Consid"er t1T±-s-: My own nation thinks of itself as young. But 

in fact , it just celebrated its 200th birthday. Like any American , I would 

have wished to have met and knO\Vll the _ ~?unding fathers of my country 

~~ashington , Jefferson , Benj--arR-in.. Franklin , and all the rest . But that , of 

course , has not been chronologically possible . 

But what has been possible for me , as President of the ~'lorld Bank , 

is to meet,and know,and work with the Washingtons , the Jeffersons , and the 

Franklins of many new nations in the developi,ng world today . 

There are founding fat~ers -- and mother s -- stil l active all 

over that world . There are some in this very hall this morning. 

I count myself fortunate to kno~.v them . 

And I am fortunate for yet another reason . 
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The World Bank itself is young : not yet 35 years old . It 

is a unique institution : genuinely international and multi-racial , ful l 

of creative diversity, and both innovative and practical in its operations . 

It has a m~~ership of more than 13 0 countries , and a staff of more than 

a hupdred nationalities . 

it is now the largest single a gency of development finance and 

technical assistance in the world: involved in well over 1,000 projects 

in some 90 developing countries , and committing new funds at a level of 

more than $8 billion a year . 

Its staff is the most professional, most competent , and hardest 

working staff I have ever been associated with . That is why any avlard 

given me is really because of them , and that is \vhy I accept this award 

in their name . 

They are public servants of an extraordinary caliber : international 

civil servants , a category of public servants that really did not exist 

prior to this century . In a sense , they -- and others in the U.N . system 

represent the founding fathers o f the whole concept of international public 

service . 

I t is a concept our century cannot afford to neglect . 

For if the last quarter of the twentieth century illustrates 

anything , it is the inescapable reality o~ global economic interdependence . 

International economic cooperation is no longer merely an abstrac·t 

ideal: it i s a ~~ necessitYf-/~'".~J~: 
Without a more equitable expansion of trade between 

developed coun~ries -- - I 
~~.(..r /) ~ ~ .... ~ I '- ,:;<'~~ -- d-<; 

rea11tic 1\~--e-i-a-l-fJE!V"ei.UJ?1'iienT 

developing and 

Without a more 

P~i~~nC€ from the richest countries to the poorest countries --
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tithout a continuing expansion in the flow of ?J~ 
financial resources from bGth-p~ic -an pr~vat~ 

~ou~c~~ the developed nations to the middle income 

countrie0-

·~rid \ ~thout a greater effort on the part of the governments 

of developing countries to reshape their development 

strategies s o as to both enhance their overall economic 

growth , and to channel more of the benefits of that 

growth to the absolute poor in their societies 

Without these practical and cooperative efforts of both the 

developed and developing nations , the quality of life for everyone in the 

world -- rich and poor -- is, in the end , going to be seriously diminished • 

And why ? .. ) 
Because no amount of \veal th today can isolate a ' nation from \vhat 

transpires in the rest of the world . 

And what sort of "lOrld is that going to be in the next century? 

One thing is certain . It is going to be crowded . 

The current global population of 4 billion -- even with a very 

determined effort -- is not likely t o stabilize at less than 8 billion . The 

implications of that on global food supplies , ,,~rgy requirements ,:e~"o\Ogical 
r--

pressures , and~an already massive problem of absolute poverty are critical. 

And for every decade of delay in achievi,ng replacement-level 

fertility , the 

The 

world ' s ultimate stabilized population will be l5~ greater . 

-t1vt-V-1-TI~ ) 
popUlation issue is clearly one of parmuount importance . 

) v 

" Malaysia has recognized that fact , and has incorporated family 

planning measures in its Five-Year Development Plans as a means of enhancing 
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fami ly health and \velfare , and reducing the population growth rate. A~ 

know , in 1973 the World Bank and the Government of Malaysia initiated a 

population and family health project designed to further those goals . 

7Z~ . . 
~ proJect has already made considerable progress , and I au 

1\ 
very pleased that negotiations have j ust been concluded for a second 

Population and Family Health Project , which will be coming b efore our 

Board of Executive Directors for their consideration in a matter of da~ 

This second pro j ect is designed t o build on the success of the first , a 

l -!!A/ 

to ass.i..s1f t~ National Family P] Clnni.n g Program t o achieve its goal of 
/ 

reducing the population growth rate in Peninsular Malaysia from · 2.5% in 

1976 to 2% by 1985 . It would also extend family planning services t o 

Sabah and Sarawak as part of the Materna l and Child Health p~ogram ther 

The A\'Jard you have s o grac ' ously bestowed on me this morning 

carries with it the generous grant of 30,000 Malaysian dollars . . 

Board . 

I wish . to donate this grant t o your National Family Planning 
, ) / . ,,//2 . 

,'-" , \. 
I do so because I have b een so pleased at the Board 1s efforts t " . 

strengthen Malaysia's family planni.ng pr.ogram , and so encouraged at the 

outstanding success Malaysia has had in reduci.ng fertility rates . I wo 

hope that this grant could be used by the Board to help support new ini 

in this critically important field . 

. --- -------.------ ._---------
The World Bank 's relationship with Malaysia has been a long 

close one stretching back over two decades. Since 1958 \ve have lent sc 

t 9:;1]; 1fJ 
- $850' million for A-3 projects -- projects in such sectors as educ?-tion, 

"-
land settlement , agriculture , pO\ver , water supply , telecommunications , 

ports , railways , -3':'0"ad~ urban transport , and rural development. 
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In recent years you h a ve give n increased attention in your 

development strategy t o the alleviation of poverty through assisting the 

a sel-ut:-e poor to become more productive . 

We in the Bank are fully committed to that same goal everywhere 

in the developing v.rorld. Absolute poverty , w erever it exists , can be 

reduced -- and ultimately eliminated -~ but it can only be done through 

~~ic...a-.: -deve-loprne:rre:- pr_ograrns that earr enhance the · nherent potential 

and productivity of the poor . 
---~--- --

I arn deeply grateful for the honor you have bestowed on me 

and through me , on the staff of the Wor ld Bank here this morni_ng . 

It is typica l of the generosity and graciousness of this 

lovely land . 

Thank you very much. 

( 

END 





You all believe you are here to pay honor to and bid farewell to Iris 

and Burke. But I should confess Marg and I have brought you together under false 

pretenses. Burke is not leaving, but merely shifting offices to join forces with 

Dave Sommers who bas been serving as an elder statesman and policy adviser to all 

of us. 

But even though Burke will not be leaving I want to say a few words about 

his role in the Bank and I will then ask Dave and Bernard to add to my remarks. 

The Bank is a remarkable institution -~ a unique institution welding 

together diverse national interests in the common task of advancing the social and 

economic welfare of two billion people. All of us in this room, male and female 

alike, have contributed to making it what it is today. All of us should take 

pride in that contribution. But none has contributed as much, or in as diverse 

ways, as Burke. 

The ·. Institution' s reputation for integrity is a function of his integrity; 

the Institution's reputation for excellenc·e is a function of his high standards; the 

Institution's reputation for objectivity flows from his own selflessness. I hope 

he realizes how much we all are in his debt. And I hope we will continue to 

emphasize that to bim in the years ahead. 

One doesn't have to be President of this Institution to appreciate Burke's 

contribution to it. But if one is, I can testify how immensely fortunate one has 

been to have had this wonderful man as counsellor and friend. 

Will you all join me in a toast to Iris and Burke: may we l~ng have their 

friendship and may they long have the happiness they so richly deserve. 





Remarks for Norwegian TV 

Question: In September 1973 at the Bank's Annual Meeting 
in Nairobi, you declared the Bank's primary objective from 
then on to be to fight poverty, particularly in the rural 
areas. What is in essence the experience gained from the 
first five years of this effort, and, on the basis of this 
experience, how do you see the Bank's role in promoting 
development of the poor countries during the next five 
years? 

Answer: That is a far reaching question. I hope you will 

forgive me therefore if I present a somewhat lengthy answer. 

Approximately two billion people live in the 100 developing 

countries which we serve. Our objective is to help these two billion people 

accelerate their social and economic condition. Of the two billion, 800 million 

live in absolute poverty----a condition of life so affected by malnutrition, 

ill-health and illiteracy as to be denied literally the opportunity to realize 

the potential of the genes with which they were born: 

.Their life expectancy is 40% less than ours 

.their infant mortality 8 times greater 

.their literacy 60% less. 

It is to these people that a major part of the rural development 

program which I presented at Nairobi in 1973 is directed. 

Our basic approach in helping the poor is to raise their 

productivity and to assure greater equity in the distribution of basic govern-

ment services, particularly those affecting health and education. 

As for raising productivity, since most of the rural poor are 

small farmers farming one hectare 'of-'land ot' less our objective is to raise 

their agricultural yields. This we do by finding improved seeds, additional 

fertilizer, on-farm irrigation improved extension services and rural roads to 

improve movement of production to market. 



In the five years since Nairobi we have financed projects which 

should substantially increase incomes---in most cases by 100%----of tens of 

millions of the absolute poor, probably 60-80 million in total. 

Most of these projects are still in the process of implementation, 

not all will succeed in achieving their objectives, but already we are seeing 

favorable results. 

I wish you and your listeners could have been with me a few months 

ago when an associate and I visited one of these projects in the interior of 

Nigeria. The project is located in Bokato State. The Bank loan of $29 million 

- is to be used to help 400,000 people raise their annual incomes from $100 to 

$200. It will finance small irrigation works ,to purchase seeds and irrigation, 

the construciton of farm to market roads and the expansion of extension services. 

Eight years will be required to complete the project. But already, three years 

after it was start~d, incomes have increased substantially. My associate and I 

were literally mobbed by the participating farmers wishing to express their 

appreciation for what we had done and then demanding that the project be extended 

to other areas. I do not wish to imply that we have all the answers to solving 

the world poverty problem. For example, among the rural poor, in addition to 

small farmers, are hundreds of millions of landless individuals with no access 

to land. For them, as well as for their counterparts in urban areas there must 

be created off-farm employment opportunities. This is very difficult and we 

are just beginning to make progress in this direction. 

I hope we may count on the support of you listeners in pursuing this 

task. As imperfect as we are, I know of no other institution which has contributed 

more toward achieving the social and economic welfare of the hundreds of millions 

of the world's poor. 
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Office of the President 

Dear Staff Members: 

THE WORLD BANK 
Washington, D.C. 20433 

U.S.A. 

October 31, 1978 

In our professional lives in the Bank we are, of course, in
volved with the international community, dealing with the problems of 
development on a global scale. 

But in our private lives we are members of our own local com
munity, the greater Washington metropolitan area. Whatever our national 
or geographical origins, we are resident here. What we do -- and what we 
fail to do -- inevitably affects the well-being of the community as a 
whole, and the environment in which we all live. 

All communities have problems. And what our work around the 
world teaches us is that no degree of government or outside assistance 
however necessary it may be -- can fully substitute for the efforts of 
the individual members of the community itself to solve those problems. 

That is what makes the United Way so worthwhile. 

We do not allow outside organizations to solicit funds in the 
Bank. We participate in the United Way precisely because it is not an 
outside organization. It is the community itself -- and hence we 
ourselves working together to help one another. 

It is easy enough, of course, to rationalize away our respon
sibilities in this matter. We may be able to think of any number of 
reasons why we should excuse ourselves from making a contribution. But 
in the end, if we are honest with ourselves, such thinking is just that: 
an excuse, and a rationalization. 

That is why the campaign is an appeal, not a directive. Its 
value is that it involves our own personal sense of social responsibility. 
It offers each one of us the confidential opportunity to confirm in our 
private lives what we know to be true in our professional lives: that 
all community development rests ultimately on the efforts of dedicated 
individuals working together to help one another. 

Without that, nothing succeeds. Neither in our own community. 
Nor in any other. 
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