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August 28, 1968

Mr. A. Ross Eckler
Director
Bureau of the Census
U.S. Departaent of
C *m-erce

Washington, D. C. 20233

Dear Ross:

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. My future address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. G.

Telephone: 223-1950

Sincerely yours,

Guy H. Orcutt

GHorcutt: ag



August 28, 1968

Mr. Norman W. Storer
Social Science Research Council
230 Park Avenue
New York, New York 10017

Dear Mr. Storer:

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. My future address will bet

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

Sincerely yours,

Guy H. Orcutt

GHOrcutt : g



August 28, 1968

Mr. Henry David
Executive Secretary
Division of Behavioral Sciences
National Research Council
National Academy of Sciences
2101 Constitution Avenue
Washington, D. C. 20433

Dear Henry:

As of the end of this week I shall be leaving
the World Bank to Join the Urban Institute in Washington,
D. C. My future address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

Sincerely yours,

Guy H. Orcutt

GHOrcutt :sg



Augat 28, 1968

Dr. Harold F. Williamson
Secretary
American Economic Association
629 Noyes Street
Evanston, Illinois 60201

Dear Dr. Williamsont

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. My future address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

Sincerely yours,

Guy H. Orcutt

GHOrcutt:sg



August 28, 1968

Professor D. G. Hartle
Director
University of Toronto
Institute for the Quantitative Analysis
of Social and Economic Policy

455 Spadina Avenue
Toronto 5, Canada

Dear Professor Hartle:

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. My future address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

Sincerely yours,

Guy H. Orcutt

GHOrcutt :sg
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August 28, 1968

Mr. Steve Viederman
Executive officer Behavioral and

Social Sciences Sirvey Comittee
1775 Massachusetts Avenue, N.W.
Washington, D. C. 20036

Dear Steve:

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. My future address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

Sincerely -yours,

Guy H. Orcutt

GHOrcutt og
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August 28, 1968

Mr. Carl Kaysen
Director
The Institute for Advanced Study
Princeton, New Jersey 08540

Dear Carls

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. My future address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

Sincerely yours,

Guy H. Orcutt

GHOrcuttiag

ar U 58 bas: sa



0 t H PICA TIO2S

I968 RG 29 P~I2: 29

- '



August 28, 1968

Professor William Baumol
Department of Economics
Princeton University
Princeton, New Jersey

Dear Bill:

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D.C. My future address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

Sincerely yours,

Guy H. Oroutt

GHOrcutt sag
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August 28, 1968

Mr. S. M. Miller
Program Advisor
Division of National Affairg
The Ford Foundation
477 Madison Avenue
New Tork, New York 10022

Dear Mr. Miller :

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D.C. My future address vill be:

The Urban Institute
9th Floor
1900 L Street, N.W.

ashington, D. C.

Telephone: 223-1950

Sincerely yours,

Guy H. Orcutt

GHOrcuitt :sg
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August 28, 1968

Mr. Robert Ferber
College of Business Administration
University of Illinois
Urbana, Illinois

Dear Bob:

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. Iy future address wili be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephones 223-1950

Sincerely yours,

Guy H. Orcutt

GHOrcutt sag
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August 28, 1968

Mr. Oscar Harkavy
Program Officer in Charge
International Division - Population
The Ford Foundation
320 East 13rd Street
New York, New York 10017

Dear Oscart

As of the end of this week I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. My future address will bet

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

Sincerely yours,

Guy H. Orcutt

GH~rcutttsg
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August 29, 1968

Dr. G. Harbour
Department of Mathematical
Statistics and Operational Research

University College of South Wales
and Monmouthshire

Cathays Park
Cardiff CF1 3NR
England

Dear Dr. Harbour:

Enclosed are same studies which may be of

some interest to you although they may be tangential

to your interests. In any case, this is all that

I can lay my hands on at the moment.

As of the end of this week, I shall be leaving

the World Bank to join the Urban Institute in Washington,

D. C. My new address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Sincerely yours,

Guy H. Orcutt

GH~rcutt sag

ftclosures (2)



August 29, 1968

Mr. I . M. Stroyehin
Head
Laboratory of Mathematios in

Economics
School of Economics
Leningrad University
Leningrad, V-164
USSR

Dear Mr. Stroyezhint

The papers you requested were unpublished
sminar papers and are no longer available.
Eiclosed are copies of several papers which came
out of the simulation studies with which I have
been associated in the last few years.

Sincerely yours,

Guy H. Orcutt

GHOrcuttsag

Enclosures (2)



August 29, 1968

Koichi Mera
Assistant Professor of

Economics
Department of Economics
Harvard University
1737 Cambridge Street
Room 510
Cambridge, Massachusetts 02138

Dear Professor Hera:

The idea of participating in a seminar on
multi-regional simulation models is attractive,
particularly if the seminar is to be held in Hawaii
or Tokyo. Unfortunately, however, I believe I
must decline. I am not doing any work in this area,
and I am dubious that I could make a worthwhile
contribution. In any case, I certainly couldn't
prepare a paper for such a sminar since I am just
starting a new job and my work will take me in
somewhat different directions.

Thank you very much for thinking of me. Y1r
slow response resulted from travel for the Bank, a
vacation, and a change of enployer.

Sincerely yours,

Guy H. Orcutt

GHOrcuttsag



August 29, 1968

Mrs. Dorothy Machigashira
Department of Economics
Social Science Building
1180 Observatory Drive
University of Wisconsin
Madison, Wisconsin 53706

Dear Dorothy:

Enclosed is a form which, after it has been
filled in, should be sent to the North-Holland
Publishing Company. Please arrange to have an
official purchase order either included or sent
separately as they request. I believe there is time
to send something for my signature if that iq needed.

Incidentally, should official purchase orders
be made out at this time for the two sets of reprints
I refer to in my letter of July 25th?

Also enclosed is the latest bill from Harvard
for computing. I hope I signed it appropriately.
The signed job plan for the Data and Computation
Center also is included.

As of the end of this reek I shall be leaving
the World Bank to join the Urban Institute in Washington,
D. C. My future address will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Telephone: 223-1950

With warm regards,

Sincerely,

Guy H. Orcutt

GHOrcutt zag

Enclosures (1)



August 26, 1968

Arnold Zellner
H.G.B. Alexander Professor of

Economics and Statistics
Graduate School of Business
University of Chicago
Chicago, Illinois 60637

Dear Arnold:

I was delighted to receive a copy of your
new book of Raadings in Economic Statistics and
Econometrics. I t this Mkes a very useful
contribution and I'm delighted to have one of my
articles included in it.

Enclosed is a copy of "An Autoregressive
Model: Bayesian Versus Sampling Theory Analyses"
which you kindly loaned me.

I don't know if you have heard yet, but I am
changing jobs as of this week and my new address
will be:

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

With best regards,

Sincerely yours,

Guy H. Orcutt

Elclosure (1)

GH~rcutt :sg



August 16, 1968

Professor Roger Revelle
Chairman of the Study Group
Office of the Foreign Secretary
National Academy of Sciences
2101 Constitution Avenue
Washington, D. C. 20418

Dear Professor Revelle:

I regret very much that I will be unable to
attend a conference at Woods Hole during this September.
The primary difficulty is that I am changing jobs as
of the end of this month and I cannot reasonably
justify being absent from my new job at this time.

My new addreas will bet

The Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Thank you for thinking of me as a possible
participant.

Sincerely yours,

Guy H. Orcutt

GHOrcutt:sg



August 16, 1968

Professor Richard E. Caves
Chairman
Department of Economics
M-8 Littaner Center
Harvard University
Cambridge 38, Massachusetts

Dear Dick:

Many thanks for your letter and your suggestion
of Lawrence H. Officer. I think this is a fine sug-
gestion and as a matter of fact, I tried to move Officer
out to Wisconsin at one point. As things have worked
out I have decided to leave the Bank and will join
Bill Gorham in his new Urban Institute within a few
weeks.

My secretary, Claire Gardiner, was most grateful
for the opportimity to talk with both you and Mrs. Brine
while she was in Boston earlier this week. I would
appreciate very much your considering her application
for possible employment, should an opening present
itself in the future.

With best regards,

Sincerely yours,

Guy H. utt

GHOrcutt:sg 7



August 1, 1968

Mrs. Mary Ellen M. Byrn
Apartment C523
2400 Virginia Avenue, N.W.
Washingtm, D. C. 20037

Dear Mrs. Byrn:

Thank you very uuch for your letter and resme. I
have sent a copy of then down to our personnel department
with a suggestion that the Bank might well be interested
in using your services. However, I wouldn't count on
anything happening on this front since the primary emphasis
at this point is on hiring non-Aericans.

I hope you don't mind, but I have taken the liberty
of sending a copy of your letter and resme to Mr. William
Gorham who is the director of the new Urban Institute that
you may have heard about. This is an exciting new research
development that might well be of interest to you. They
have just located themselves on the top two floors at
1900 L Street, N.W. I don't know if they will have an
opening for you, but if you have any interest at all I think
it would be worth investigating the possibility of jobs
with them.

I have been out of town and an just going away until
August 13th. If you wish, I would be glad to talk with
you then or later about job possibilities.

You didn't say so in your letter, but I imagine
you are the young lady who was so helpful to my daughter
Alice in connection with her visit to Abt Associates.
She was very grateful.

Sincerely yours,

GHOrcutt:sg Guy H. Orcutt

ct Mr. William Gorham



August 1, 1968

Edwin Young
Vice President
The University of Wisconsin
Office of the President
1770 Van Hise Hall
1220 I.nden Drive
Madison, Wiseonsin 53706

Dear Ed:

Thanks a lot for your kind letter, I
appreciated it.

Geil and I would be delighted if Phyllis
and you or either one of you would spend a few
days with us on one of your trips to Washington.
Please let us know whenever it would be en-
venient to do so.

With best regards,

Sine ereJ7,

Guy H. Orcutt

GHOrcutt: eg



August 1, 1968

Mrs. Dorothy Machigashira
Department of Economics
Social Science Building
1180 Observatory Drive
University of Wisconsin
Madison, Wisconsin 53706

Dear Dorothy:

Thank you for the travel forms. My plans have
changed a little so that I don't teed then immediately
but I will file them for future use.

On the reprints, I wasn't too certain how pament
out of my NSF funds at Wisconsin should be arranged.
I guess the thing to do is just wait until a bill arrives.

With best regards,

Sincerely,

Guy H. Orcutt

GHOrcutt :sg



Auguat 1, 1968

Mr. Norman W. Storer
Social Science Research Council
230 Park Avenue
New York, New York 10017

Dear Mr. Storer:

For a number of reasons my plans have been
up in the air. At present, however, it appears
that I could attend a conference on the use of
social psychological questions in goverment
surveys on September 19 and 20. 1 am not certain
that I can be very helpful but I am interested.

Sincere3ly,

Guy H. Orutt

GHOrcutt :sg



August 1, 1968

Mr. William Gorham
Director
Urban Institute
9th Floor
1900 L Street, N.W.
Washington, D. C.

Dear Bills

Enclosed is a copy of a letter and resume
which may be of interest to you. I also have
enclosed a copy of my reply to her.

As you will see, for a young woman of 23,
she has a fine acadmic record and some excellent
job experience. I have never met her but my
daughter gave a very enthusiastic account of her.
From what my daughter said, I believe she has
left the Cambridge area because her husband has
just finished graduate work at Harvard.

Sincerely,

,,uy H. Orcutt

GHOrcutt:sg

Enclosures (2)



July 30, 1968

Professor and Mrs. Richard Stone
Department of Applied Economics
University of Cambridge
Sidgwick Avenue
Cambridge, England

Dear Giovanna and Dick:

After such a pleasant two weeks in Northern
Ireland and England followed by a vacation on
the Michigan side of Lake Michigan, I am having
a difficult time settling down to work in Washington.

I particularly enjoyed having the opportunity
to renew my friendship with Dick and to become
acquainted with his lovely wife. I enjoyed seeing
Dick's Mother again and I hope that you will convey
my thanks for the excellent meal which she served
us. My daughter was pleased that she had been
reiambered.

Alan Prest is spendtng six or seven weeks with
the International Monetary Fund and we have just
spent a pleasant weekend with him on the Atlantic
coast. We would be delighted if one or both of you
would arrange to spend a few days with us on your
next trip to the States.

With many thanks and best regards,

Sincerely,

GCy H. Oreutt

GHOrcutt : sg



July 30, 1968

Professor and Mrs. Jack Johnston
137 Acre Lane
Bram Hall
Cheshire, England

Dear Agnes and Jack:

I'm back at my desk in Washington after two
extraordinarily fine weeks in England and a lovely
ten days on Lake Michigan with zy family in Michigan.
Somehow it all seems a little remote and dreamlike
at the moment, but what nice memories I havel I
particularly enjoyed seeing each of you and your
fine children again and I greatly appreciated the
warm hospitality. Somehow the best part of traveling
is seeing one's friends. I was sorry to crowd you
a little on Friday night but I did enjoy your friends
a great deal and will certainly never look at Malinvaud's
book again without thinking of thein.

My visit to York was fine, the talk in London
was not a disaster, and the two days I spent with the
Stones in Cambridge were rich and rewarding for me.
I was only sorry that Geil wasn't along to enjoy
seeing our friends and England again. Next time
I am determined that we will come together.

With warm regards,

Sincerely,

Guy H. Orcutt

GHOrcutt:sg



July 30, 1968

Professor and Mrs. Norman Gibson
The New University of Ulster
Coleraine
County Londonderry
Northern Ireland

Dear Faith and Norman:

I am back in Washington after two weeks in
Northern Ireland and England and another ten days
on the Michigan side of Lake Michigan. After so
much traveling and sheer pleasure, it is a little
hard to get back into my usual routine.

My entire trip to Great Britain was productive
and extremely pleasant. I particularly value my
stay with you and your lively and lovely children.
Your home has an ideal setting and will be beautiful.
The challenge of creating a new university is an
exciting one and the prospects certainly look good.
I think that Norman is doing a fine job of recruiting
and I enjoyed meeting some of his staff and colleagues.
The five mile walk that Norman and I took along the
Giant's Causeway will long remain in my memory both
because of the beauty and grandeur of the cliffs and
ocean and because of the opportunity it gave Norman
and myself to discuss a number of things relating to
my work.

With best regards and many thanks,

Sincerely,

Guy H. Orcutt

GHOrcutt:sg



Mr. Irving S. Frie"an July 25, 1968

Guy H. Orcutt 217)
Letter to Mr. McNamara frm Mr., Wolf of RAND

Mr. Charles Wolf, Jr. is a good econmist. The problem of
innovation, technological diffuasion, and education in one of basic
significance to understanding and engineering faster development.
The Bank should be strongly spporting such research and RAND cer-
tainly in one of the more obvious choices for carrying out research
in this area. Perhaps RAND would be a good agency for carrying out
a great deal of the research which the Bank ought to be doing but
probably will find beyond its omn capabilities.

GHOrcutt:sg

ct Mr. Km=rek



July 25, 1968

Mrs. DorotkW Mahigahi a
Department of Esonowics
Social Science BuilAing
1180 Observatory Drive
University of Wisconsin
Madison, Wisconsin 53706

Dear Doroth;l

I Just received and returned the gallq proofs
for two articles *hich are to appear in the September,
1968 issue of the American Ecnqmwa Revew. Along
with these were reprint order blaWs which were to be
returned at once airmail tog

The American NcnomU Review
Roan 220
Stanford University
Stanford, California

In each case, 50 reprints came free and I ordered 400
additional reprints to be sent to as at the SRI. In
talking with Dick DaW yeterdiq, we agreed that the
would be included in the SSRI reprint series. The cost
of the reprints and the covers should be charged, in
de coUrms, to MY NSF accumt. The titles and estimated
cost of each set of reprints is as followsI

"Data Aggregation and Information Loss, " by Gi H. Ormutt,
Harold W. Watts, and John B. Ebdarda. Estimated cost of
400 additional reprints is $38.20.

"Incentive and Disincentive Experimentation for Incone
Maintenance Policy Purposes," by OW H. Orcutt and Alice
G. Orcutt. Estimated cost of 400 additional reprints is
$46.80.



Mrs. DorothI Nachigashir - 2 - JuIr 25, 1968

After the 450 reprints of each artics'arrive and
have covers, fifty shiu3d be spplied to each of the
authors and the rest used for the reprint series.

I an plaing one or two trips wbich I will charge
to my NSF acsonat. Would you sand na a couple of sets
of the necessary form. I mst use in l"dg the travel
tax exemption forms.

With wm regards,

Siaerely,

Guy H. Orzcutt

GHOrgutt eag



July 2, 1968

Professor Richard H. Day
34 Gottingen
Dahlmaannstrasse 6
West Germany

Dear Dick:

We look forward to seeing you in Washington
on the 24th and 25th of July. We will plan on
having you and Susan for diner on the 2Ath b-t
if the 25th would be better, let me know and we
can easily plan on that day instead. We will plan
an adult affair including one or two other couples,
but can easily accommodate your children also if
that turns out to be more convenient for you.

I had a wonderful trip to England and am
now looking forward to ten days of vacation.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHOrcutt sag



July 1, 1968

Professor William J. Baumol
Department of Economics
Princeton University
Princeton, New Jersey 08540

Dear Bill:

I received six of your reprints in this
morning's mail and want you to know that I a=
delighted to have them. I am impressed with
both the volume and quality.

With beat regards,

Sincerely yours,

Guy H. Orcutt

GHOrcuttiog
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{~(f June 28, 1968

Guy R. Oroutt, Charles G. Goor, and Tves Rovani2 1

Draft Paper "IBRD Finanial Model"'

Attached for information and comment is a preliminary draft of

a paper describing the "IBRD Finanial Kodl", a model designed to fore-

cast by computer the evolution of the Bank's finances under a number of

assumptions and policy variables. The modA, which has bon in operation

for some time is presently undergoing some changes to onform generally

with the format described in this paper. As soon as this work has been

finished a more complete draft will be circulated attaching sample tables.

Attachment.
COGor;TRovani/ns



Mr. B. Chadenet June 18, 1968

R. Sadavn

Researh M the WoAdank &- a.& Orcutte 3Mranwmb of ft 27 1968

1. Although our loan operations and our teohancal asistman efforts
have grom at an impressive pace over the years, and we have com to advise
Coveraments and agemiss on vital and varied issues, our research effort
within the Bank and our suport for research effort outside, especially
in the ulderdeveloped countries -- has been modest. We rarely have taken
a serious look at the ana2ytical foundations of our reoon atos and
policies. * have often been too preocupied with Sdiait operational
matters.

2. Professor Orcutt has thought mwW of these matters through. MDA
proposal deserves our fullest support. Within the Projects Departmnt, we
we particularly conscious of the urgent need for research in three aroa
criteria for project selection; more mesuingful sector analysis both in
the Bank's traditional sectors like power and transport and in the newer
sectors like agriculture, population, et. sud, fina1.y, the retrospective
analysis of completed projects.

3. Professor routt suggets that for only $V million we can staff
and equip a useful research center. There is no reason why we shoeuld
inhibit ourselves and try to fit the entire operation into the oidsting
organisatimal structure of the Bank. In fast, there mW be distinct
merits in thinki in terms of a separate Development Research Institute
that would combine the advantages of autonomy and of the fullest acess
to other mebers of the Bank family,

In confronting the question "hl h akc u Wa~ot

attention to some of the supporting argumes adduced by W4. Orcutt as
follow.s

(a) It&vn nwea o in ado tef OCRtn
tolfor .U ZMO hstessi ttehato our project

W cem tehi a sifforts. We have always argued that project
a id ts the greatest amunt of relevant knowledge per dollar of
developmnt ospital; yet even in the narrowty defined context - particular
projects our staff and the consulting firms which we retain imreasing
recognise the frequency with which we amplay untested kqpothess and snalogies



W,. C hed-t 2 - Juns 8, 1968

often deferring the testing to sow latwr date and to scm vagte diss4plins
called wbasic research". Yet there is insafficient effort to collect and
record thise issues which we cannot solve in the Imisdiat, operational
project centet, and we have to oontime to *agveU these problem by
reliance upon the ad hoe jdpgmnt of our staff. In this manner, I believe
it is fair to say, we wr cotnmlally running the risk of substituting
oporational precedente for systematically tested hypotheses.

(b) "S MERMMd resea villan reserhr
into closer c ihoti*rsaces n om eiiaeBn

to poi our working relationships with cnsulting
firm have hod both uon the aproaches and staff composition of these
firms, as well as upon the effectiveness of our own staff. AZr effort of
ours to enhance the flow of information between capable research graups
would at present come at an opportune tim in that the emphasis placed by
the social sciences upon an intor-disciplinry approach has renewed the
interest of the aaeoM4e wcrld in the "project aproach" which is our
stock in trade. As regards Bank staffing, our Y.P. progr has proven
that the develapmnt prolaw enfronting our institution cotmnue to
capture the inaginstions of sam of the best graduates of the world's
universitiee, but I doubt that we xil be able to continue to attract
these yoW, people if we create the impression that we only reward the
operational and nt also the research capabilities and &*itions of our
staff.

(c) We should be prepared to owhaticany support 11. Orctt's
recomemandtions regarding "inductive research" as a systematic way to
learn frot our lending aperienco. A have long been naure of the need to
conduct project lning in suh a iW as to facilitate ex post evaluation
of our investment decisions. Yet, short of a separate research center which
could develop ex post evaluation criteria which could inflea our ex ante
appraisal techniques, the valuable lessons which each of our projects can
teach will remain in the realm of the isolated case study, and the wealth
of collected data which could fasilitiate the am post evaluation will remain
in the working papers of the appraisal team.

(d) Finslj, we we increasingly ooncrned that our approach
to the determination of project priorities is still too pragmatic and still
depends too msh upon project resdina. bwver, the coyrehensive evalua-
tion of inter and intra sectoral project priorities requires such a wealth
of teeboical and behavioral data that a comprehensive or integrated project
or progw evaluation would never besam feasible in an operational context
without the indative research efforts and cearreqpovding data ganration
advocated by 3k. Orutt.



Mr. Chadenet 3 - Jun 11 1968

5. T propose that from our point of view these truly operatiOnal
conaiderations provide amle justification for the dVocated inv6staznt in
a "project" to increaa, the rJ*vanA knowledv about soomic and social
dsvelqpmnt process which we, as an institution we charged to foster and
to accelerate. With regard to the exact "project plans" and the 1i14 inta-
tion of such a *project" we shou3d gather ecsnts frm the Divisions.

6. I s attaching a copy of a neuy publihed agm:a for res.ch
on U.S. Mara Policies which gives a lot of food for our thoughts regarding
the proper approacuhm to wdijes in those fields of resteut interest to us.

Attaont

Madoveilve

ILMD



FoRM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: June 17, 1968

FROM: Andrew M. Kamarck

SUBJECT: Initial Program of Work in Basic Research

Mr. Orcutt and I had two long talks on June 10 and June 14 on the
initial program of work of his group. Where we came out was as follows:
the first project that his group will work on is a "world model". This
will cover capital and trade flows. Mr. Orcutt said that he had talked
with Mr. Rhomberg of the Fund and that Rhomberg had agreed that Mr.
Orcutt's proposal would not conflict with what he is doing on inter-
national trade. Mr. Orcutt said that the reason he wished to begin
with this is that it fitted in best with his experience and technical
knowledge and that of the people he had recruited. I told Mr. Orcutt
that this was agreeable to me. There is a great deal of work being
done on world capital requirements models by Mosak's shop, UNCTAD,
Chenery and Strout and by Jorge Marshall on Latin America, and the
World Bank should do enough work in this field (besides our own capital
inflow estimates) to have our own views and to be in a position to
influence and evaluate what is being done elsewhere.

As for "research laboratories" that are contemplated under the
five-year projections, the other parts of the Economics Department, in
cooperation with the Area and Projects Departments,will work out and
set up the research projects. Mr. Orcutt will be kept informed. He
and his group will give whatever advice and assistance they can in this.
If at some point someone from Mr. Orcutt's group could make a contribu-
tion in taking on a part of any of these research projects, suitable
arrangements will be worked out.

cc: Messrs. Friedman
Stevenson
Orcutt
de Vries
van der Tak
Hawkins

ANK/vhw



Juam 14, 1968

Professor Jack Johnston
137 Acre Lane
Bram Hall
Cheahire, England

Dear Jack:

This is just a note to confirm that I will be
staying with Norman Gibson of the New University of
Ulster in Coleraine, Northern Ireland on the nights
of Tesday and Wednesday, June 18th and 19th. I ex-
pect to arri*e in Manchester on Thursday, June 20th
around l0l15 a.m. on flight BE 7691. I hope to stay
until Saturday, June 22nd and then go to Heslington,
Tork. While staying with Noman I will try and con-
tact you by phone.

With best regards,

Sincerely yours,

Guy H. Orutt

GHOrcutt ag



June 14, 1968

Professor George H. Borta
Economic Studies Program
Brookings Institution
1775 assachusetts Avenue, .W.
Washington, D. C. 20036

Dear George:

Thank you for your letter of June U,, 1968.
It is exactly what I needed and if we go ahead on
this venture, I will do everthing within my power
to see that something comes out of our discussion.
It will probably be about a month before things are
clarified.

With best regards,

Sincerely yours,

Guy H. OrcAtt

GHOrcuttsag



June 14, 1968

Mr. George Sadowsky
Director
Computer Center
The Brookings Institution
1775 Massachusetts Avenue, N.W.
Washingtm D. C. 20036

Dear George:

Many thanks for "THE BEAST." I an off tos
England for two weeks and then will be on vacation
for two weeks so that I haven't been able to study
what appears to be a highly useful effort. I have
asked someone I'm trying to hire to look at it and
I hope to devote some attention to it upon my return.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHOroutts eg



June 3J, 1968

Mr. John B. Edvards
35 N. Bancock Street
Lexington, Massachusetts

Dear Jack:

This is just a note to let you know that I put in
your reappointment at Wisconsin for another year at
$15,6oo.00 and it seems to have gone through without
ary trouble. This represents a slightly higher raise
than we discussed so I hope it pleases you.

I am off the England for two weeks and expect
to contact you upon aq return. In any case, I hope
you will proceed as rapidly as possible in rounding
out what you think we need in order to make a book
out of our cabined output.

I will be here on July 1, 2, and 3 and then will
be on vacation in Michigan until July 15. I could
think about our undertaking during vacation and I
plan on coming up to Cambridge one duri' the summer
after July 15. If you think it wouid be useful to see
me on July 1, 2 or 3, go ahead and make arrangements to
come down for a couple of days.

With best regards,

Sincerely yours,

Guy H. Orcutt

GH0rcutt:sg



June 14, 1968

Profeseor Richard Figgle.
Departament of Economics
37 Hillhouse Avenue
Box 1972
Yale University
New Haven, Connecticut

Dear Dick:

Many thank for the paper and the copy of the
manuacript done with Nancy. I'm off for about four
weeks but look forward to studing thim, upon my re-
turn.

With best regards,

Sincerely yours,

I'-

Guy H. Orutt

GHOrcuttsg



June 14, 1968

Professor and Mrs. Martin David
20 St. Olave's Road
York, England

Dear Betsy and Martins

The arrangements sound wonderful, and I am
looking forward a great deal to seeing both of you.
I expect to be at Jack Johnston's home, 137 Acre
Lane, Bram Hall, Cheshire on June 20-21 and will
try to give you a call fram there uhen I have a
clearer idea about the t ie of day I might arrive
on Saturday, June 22.

With warm regards,

Sincerely yours,

Guy H. Oroutt

GKOrcutt asg



June 14., 1968

Professor Normaf J. Gibson
The New University of Ulster
Coleraine
County Londonderry
Northern Ireland

Dear Norman:

This is just a note to let you know that I
received your letter and am very pleased that
things will work out so nicely.

I will plan on coming up to Coleraine on
Tuesday, June 18 in the University car vhich
jill meet the BEA 12:20 flight leaving London at
11:00 a.m. This will be perfect from my stand-
point since I expect to arrive in Belfast on flight
BE 6519 at 9:30 a.. This flight leaves London
(Heathrow) at 8:25 a.m. and I will enjoy the short
wait in Belfast.

If you should have to contact me for any
reason I will be laying over the night of June 17
in the Ariel Hotel at London Airport.

With best regards to you and Faith,

sncerely yours,

Guy H. Orcutt

GHOrcutt osg



June 14, 1968

Mr. John G. Gurleq
American Economic Review
Room 220
Stanford University
Stanford, California 94305

Dear John:

The best address for me during the sumer
ill continue to be the above.

Sincere3y yours,

Guy H. Orcutt

GHOrcutt tg



june 14# 1968

Professor Arthur Golberger
Social Science aR 1ing
Department of Econcmics
universit of Wisconsin
Madison, isuonsin

Door Arthur a

Congratulations an your fine new book, Tcpics
in Regression Aasis. I hope its ales. Burpass
your Weetations and fondest wishes. I appreciated
receiving a copy and even though I am afraid my contri-
bution to your thinling waa rather 5 3 allI do, of
course, take some measure of pride in being mentioned.

with warm regards to you and efke.

Sincerely your.,

Gur H. urcutt

GH~rcuttm



June 14 , 1968

Professor Richard Stone
Department of Applied Econanica
University of Cambridge
Sidgwick Avenue
Cambridge, England

Dear Dick:

Mlany thanks for your prompt and generous response.
I certainly would like to accept your invitation and
I will plan on taking the train up to Cambridge on the
morning or afternoon of Friday, June 28th. (I believe
C.E.I.R. hopes to take us to a ballet on the evening
of the 27th.)

I leave London for home on TW 709 at 13:30 on
Sunday, June 30th and so will either go down to London
on June 29th or on the morning of June 30th. In any
case, I will try and contact you Wednesday or Thursday
before ecndng up to see if my arrangements fit in with
your schedule.

With warm regards,

Sincerely your.,

Guy H. Orcutt

GHOrouttisg



June 14, 1968

Dr. Joseph Pechman
Brookings Institution
1775 Massachusetts Avenue, N.W.
Washington, D. C.

Dear Joet

At the request of your President, Kermit Gordon,
I have been studying Volume Ili Models for Transport

asm Slxmlation by Paul 0. Roberts and David T. Kresge.
As requested, I am now transmitting to you my overall
evaluation in this letter. The separate memorandum con-
tains the detailed cments which I am able to provide
at this particular time. As it happenp I have been
rushing to get off to England for two weeks and so I
must send you what I have now if I am to stay within the
requested deadline.

In my opinion, the overall scholarly quality of this
manuscript is very high and It certainly should be published.
If the authors could spare the time and were willing to try
and improve the readability and general structuring of this
book, I feel certain that they could do so. However, I feel
strongly that this work has sufficient merit to Justify
publication even if nothing were to be chang~d.

To my knowledge, there is nothing else in the field
which is as ambitious as the effort made by this Harvard
Group. In this respect, I am reminded of some of my own
efforts. However, a rather crucial difference is that
the product of the Harvard Group comes much closer to being
compatible with their ambitions than has been true in my
own case.

In short, I strongly believe that this volume will re-
present a very significant addition to the literature and
it certainly should be published. If the authors cuuld be
persuaded to spend another month on the manuseript, I believe
they could make it somewhat more readable than it now is but
in any case, it ill be an important book.

Sincerely yours,

Guy H. Orcutt

GHOrcutt:sg



CoMmnts on Volume II: Models
for Tre apoorl rrtdm M t15

Pal 0. Roberts and David T. treage

This book has great merit and will make a very significant

contribution to the field. Nevertheleas, I believe that the

authors could improve its readability uica'ficantly if thy could

afford to spend a few more weeks on it. At present I regard it

as a rather difficult book to read and to look at as a unified

whole.

To make the foregoing suggestion is, of course, much easier

than to try and do something about it. I will make a few suggestions

as to changes which I think might help, but I suspest that most of

the ideas on this score will have to cone from the authors.

In xW mind, h most disturbing aspest of the book as it

stands is that it ends with the present Chapter VIII. I certainly

do not think that the value of the book depends on the material

in Chapter VIII or that the rest of the book leads up to it. Nor

do I think that this chapter provides either a suitable gwwadng mp

or an application of what has gone before. I would prefer to see

the Present Chapter VIII put in the apentx. If it is not put

there, it might be better to bury it in the middle soewhere rather

than leaving it as the last chapter.

In place of the present Chapter VIII, I would prefer a short

chapter which presents a iunmaxy statement, evaluation, and



.2

overview of what has been presented in the rest of the book.

If this suggestion is not cePtaable, I would prefer to see

Chapter VI or perhaps Chapter VII scnverted Into the final

4hopter

I wuJA rate the present Chapter V a the marq really

eniting parts of this book. Perhape it Alrokbr is vel located

and in aer Sase will aake a real eantribution no mattAor here

it appears. Nevarthese*u, I think it is at least worth consideing

vhother it wouldn't be better to use it as an introductory chapter

either jAst before or just after the preseut Chapter IU.

Finafl3, perhapa some further thought should be g1ivy to the

present appendix. An alternative treatnent would be to rgaove

all or s= of it frc the present volume and use the material

rwmoved in an operatiag mal prepared for the use of those who would

Like to work with and use the coeuptor progrms which have be

developed. The prevent appenmdx is not ooplete enough to em as

a munaal and mw not even be enough for the expert who wishes to

develop a sIMIaL amvuter program. Neverthaless it sem worth

cosidering whether the more general reader will benefit umob

frm having this appendix.
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June 7, 1968

Mr . Paul Clark
Room 3942
A.I.D.
New State Department Building
1st and Virginia Avenue, N. W.

Washington, D. C.

Dear Pauli

In the hopes that you mq be interested, I
have enclosed a copy of "Research and the World
Bank" with an addendum. Perhaps we might have
lunch at your conveAm&nce and discuss same of
these issues.

With best regards,

Yours sincereJy,

OGU H. Orcutt

GHOrcutt: g Cg
Enclosures (2)



June 6, 1968

Mr. Alexis Lachman
Rom 3947
A.I.D.
New State Departamnt Bailding
21st and Virginia Aveone, N.W.
Washingtm, D. C.

Dear Mr. Lehman:

It has been uuggeted to me by Mr. Alfred
Reifman of the State Departament that the enclosed
papers, "Research and the World Baak' and the addendm
might be of sae interest to you.

Yours sinoerely,

Guy H. Orcutt

GHOrutt ag

Enclosures (2)
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June 6, 1968

Mr. Henr7 Heuser
Room 3841
A.I.D.
New State Department Building
21st and Yiginia Avenue, N.W.
Washington, D. C.

Dear Mr. Heuser:

It has been suggested to me by Mr. Alfred
Reiftan of the State Department that the enclosed
paper., "Research and the World Bank" and the addendum
might be of sces interest to you.

Yours sincerely,

Guy H. Orcutt

GHOrutt :ag

Encloaures (2)
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June 6, 1968

Sr. Eugenio Ahumada
Revista de Economia Latinoamericana
Banco Central de Venezuela
Caracaa, Venesuela

Dear Sr. Ahumada:

I have delayed responding to your kind offer
to contribute an article to the Revista de Economia
Latinoamericana in the hope that I would be able
to inform you when I would be able to submit an
article and what the article would be on. I still
hope and expect to contribute an article but am
still unable to fix a date. As soon as I have an
article that might be appropriate, I will sed it
to you for your use if it fits your needs.

Please note my new address.

With many thanka,

Sincerely yours,

Guy H. Orcutt

GHOrcutt: ag



June 4, 1968

Professor C. Alves Martine
Centro d. Econmnia e Finaneas
Gulbeukian Foundation
Avenida de Berna, 56
Lisbon, Portugal

Dear Professor Martins:

Early this year I received a letter saying that
within two or three weeks I would be sent ten clothbound
copies of the Proceedings of the NATO Advanced Snmer
Institute on Forecasting on a Scientific Basis held at
Curia in 1966. I received a single paperback volume but
the clothbound copies never arrived. Perhaps they went
to as at my former Harvard address and were either re-
turned or not properly forwarded. If it is at all possible,
I would still very much like to receive the ten clothbound
copies. If additional copies are sent, please have note
taken of my present address.

Enclosed is a copy of "Research and the World Bank"
along with an addendum which may be of interest. As you
will notice, the last two parts of the addendum draw
heavily on my Portuguese lectures.

With best regards and many thanks,

Sincerely yours,

uy H. Orcutt

GHOrcutt: ag

Enclosures (2)
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Jime 4, 1968

Dr. Oscar Fisch
Researcher
Di Tella Research Institute
Virrqy del Pino 3257
Buenos Aires, Argentina

Dear Dr. Fisch:

Thank you very much for mending me "Contribution
Towards A Theory of Urban rstems: S1=0ation of the
Filtering Process in the Housing Market.1" I enjoyed
reading it and liked it very much. I have onlr a few
comments.

I very much favor the general framework of feedback
adaptive and learning systems which you have adopted, but
I wandered a little if you adequately identify and relate
the control theory jargon which is used to the pysical
and social phennma you wish to deal with. Since I am
not certain about the nature of your intended audieme,
I am in a poor position to judge but I couldn't help
wvndaring if your readers would be able to think of the
real counterpart of such tas as "Social comparator,
social identificator, social measurer, and social ccm-

pensator."

My major criticim of the work as it now stands is
that it has no obvious indistive content. The usefnass
of =W model of the filtering process in the housing market
will ultimately depend on how well the behavioral and
pbysical relations of the real process have been captured.
Therefore, the fact that no kqpotheses se to be put
forward and tested disturbs me. Is it that the underlying
relationships are so well known and substantiated by others
that th*y can be taken as given?



Dr. Oscar Finch - 2 - June 4, 1968

I have enclosed some papers uhich may be of interest
to you. I hope at some point that I may be able to visit
your excellent institute and have the opportunity of dis-
cussing research matters of mutual interest. If you write
me again please note my new address.

Thanks again for your excellent paper.

Sincerely yours,

Guy H. Orcutt

GHrcutt:ag

Enclosures (2)



June 3, 1968

Mr. Jonathan Rosenhead
Lecturer in Operational Research
The London School of Economics

and Political Science
Houghton Street
Aldwych
London W.C.2
England

Dear Mr. Rosenhead:

Enclosed are a few reprints and a copy of "Research
and the World Bank.," It is the addendum of this paper
which may interest you since it is made up of all or part
of recent things that I have participated in doing. The
enclosed vita lists my publications but the most significant
thing in your area of interest would be the book with Green-
berger, Korbel, and Rivlin.

Perhaps we may have the opportunity of meeting when
I am in London in a few weeks for a C.E.I.R. Model Building
Symposium.

Sincerely yours,

Guy H. Orcutt

GlOrcutts:g

Enclosures (7)



June 3, 1968

Mr. Lloyd Homme
Manager, Research Department,
Behavior Systems Division
Westinghouse Learning Corporation
18450 Lomas Boulevard, North East
Albuquerque, New Mexico 87106

Dear Lloyd:

After I came to appreciate the meaning of such terms
as "Operant conditioner" and "contingency manager," I
enjoyed your piece on contingency management very much.
I would welcome a further extension of my education if
you care to send me any additional literature.

The enclosed paper on "Research and the World Bank"
may be of interest to you, either for the paper itself,
or for the addendum.

Sincerely yours,

Guy H. Orcutt

GHOrcutt: ag

Ecwloures (2)



June 3, 1968

Professor Hans 0. Schmitt
Department of Ebnomics
Social Science Building
The University of Wisc csin
Madison 1veonsin 53706

Dear Hans:

Thank you very much for your letter about
Seiji Naya. I fully agree that he would make an
excellent addition to our group. However, I notice
that he lists himself as a Research Fellow at the
National Bureau starting in September. Does this
mean that he is out for next year or could we still
consider him as a real possibility? In general,
what I am pushing for at this point are one or two
year appointments so it would be particularly nice
if he could come on leave from the University of
Wisconsin starting this fall.

If Seiji has a potential interest in anything
starting within the next Six or seven months, please
have him fill in the enclosed form and return it to
me indiately. He could send the picture later if
necessary.

Is there anything we could be doing for you?
Why not plan on spending a few days with us while
your stuff is being moved in and so on? We would be
delighted.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHrcutt: sg



June 3, 1968

Professor Martin Shubik
Department of Administrative Sciences
2 Hillhouse Avenue
Yale University
Now Haven, Connecticut 06520

Dear Martin:

Thank you very much for your letter of May 16
along with the paper on "Simulation of Socio-economic
Bystems." I have read and enjoyed Parts I and II
which you sent and am looking forward to Part III
when it is available.

Our idea and interests are strongly somplimentary
and I would very much like to explore alternative possi-
bilities for achieving a useful collaboration. At
present I am doing same thinking about a relatively simple
world model with country components containing a sample
representation of the population. The overall model would
be set up in such a way that it could be run as desired
without rerunning the micro-analytical population sub-sodels.

Enlosed are a few things which may be of interest
to you.

With best regards,

Sincerely yours,

Ouy H. Orcutt

GOOrcttvasg

Enclosures (3)



Xay 31, 1968

Professor and Mrs. Martin David
Institute of Social and Economic Research
Ubiversity of York
Realington, York
England
Dear Betsy and Martins

As things have worked out, q plans are to arrive in
London on June 17, proceed to the New Univerity of Ulster
on June 18, go to Manchester on June 20, and cme to visit
you people on Saturday, June 22. 1 would leave you on
June 24th for y meetings in London. Then on June 28th or
29th I might go up to Cambridge for a day and return to
Wahington on June 30th.

How would the dates for ay visit to York work out
for you? Please don't hesitate to tell ae if the suggested
dates are awkward for any reason. I think Jack Johnston
will drive me over to your place from his home.

Encloved is a copy of a paper a& research and the
World Bank which may interest you.

I am looking foxward to seeing both of you and am
on4y sorry that I couldn't persuade m; wife to come.

With be6- regards,

Sincere3 yours,

0u7 H. Orcutt

GMorcutteg

Enclosures (1)



May 31, 1968

Professor Charles C. Holt
Social Aratems Research Institute
Social Science Building
The University of Wisconsin
Madison, Wisconsin 53706

Dear Charlie e

I have asked Mr. Alexander (San4) Stevenson to
obtain a ruling on your request and will lot you know
the outcome as soon as possible. If you feel you need
some guidance on the Bank's position on such matters
before a formal response is forthcoming, I suggest
you call Sandy.

Enclosed is a third and considerably reworked
version of "Research and the World Bank." I regard
this as my final version.

All of us are delighted that you will be joining
the Bank's staff for this next year and I look forward
to working with you.

With best regards,

Sinere04 yours,

GHOrcutt:sg Guy H. Orcutt

hnlosures (1)



Nay 31, 1968

Professor Alan Prest
Departawnt of Econacuis
University of Manchester
Manchester, ngland

Dear Alan:

We are delighted to know that you and Pauline will
be in Washington for part of this aummer. Geil and I
will look forward to seeing you then. Can we be of any
help to you before you come?

I greatly appreciated your kind invitation and
do hope to see you in Manchester. As things have worked
out, I have accepted an invitation to stay with Jack and
Agnes Johnston the nights of June 23rd and 214th. I
understand you live nearby so perhaps it will be easy
to see something of you and Paulne as well as the Jobnstons.

Enolosed is a copy of "Research and the World Bank"
which may be of interest to you.

With beat regards,

Sincerely yours,

Guy H. Orcutt

GHrcutt: ag

Enclosures (2)



may 31, 1960

Professor Nornaa Gibson
The New University of Ulster
Coleraine
County Londonderry
Northern Ireland

Dear Norman:

I would be delighted to see you again and also to
be able to discuss any ideas you might have about what
research the Bank should be doing in the development
area.

Unfortunately mY wife is not coming, but if it
fits in with your plana, I will fly up from London
to Belfast and then proceed to Coleraine on Tuesday,
June 18th. 47 pres&nt idea is to stay two nights with
you and then fly over fron Belfast to Manchester for
a visit with the Johnstons and the Prests. I also
hope to see Dick Day and his wife since they will be
coming over frcm Germarq for a talk Dick is giving.

Enclosed is a copy of "Research and the World
Bank" vhich may be of some interest $o you.

Wilth best regards,

Sincerely yours,

Guy H. OrOutt

GHOroutt tsg

Inclosures (1)



May 31, 1968

Professor Edwin Kuh
Department of Economics
Massachusetts Institute of

Technology
Cambridge, Massachusetts

Dear Ed:

Thanka a lot for the copy of the TROLL manual.
It looks like Mark Eisner and the rest of your group
are doing a great job. I will be very interested
to see how this project develope.

Enclosed is a copy of "Reasearch and the World
Bank" along with an addend;m Perhaps it may be
of interest.

With best regards,

Sincerely Yours,

Guy H. Orcutt

GHOrcuttlag

Enclosures (2)



1r. Ow H. orutt My- 31, 1968

Arthur I. TiOnmarn L

Revised 14mft of "Research and the World Bank"

In oa.ection with your neworaunm of May 28, 1968, I rogrt
that T have not taken the opportunity to cosen en your earlier drafts
of "Research and the World Bank". hts1ally, I support the thesis you
prpose.

I would suggest that the paper rocscnd that as part of the
propceed support of research, additional progrempee be employed who
would be qualified to do "scientific pograxaing" and could thus serve
constructively the senior esearchers an problams requiring cemputer
usage.

I would also sugest that imng the nan-oonamite shown en
page 10, operations researeh analysts should be added. I recognize that
this profession is not am olear defined as the ones you have listed, but
I believe that their research contribution could be significant.

*as Mr. 8tee

AEiemann/zz



May 31, 1968

Professor Ray Marshall
Chairman
College of Business and Economics
Department of Economics
University of Kentucky
Lexington, Kentucky 4o506

Dear Professor Marshall:

David Huang is a truly outstanding, relatively
young (by zW present standards) economist. He would be
an outstanding acquisition for any department. He is
highly motivated and very productive. I believe his
work is of excellent quality. le is an outstanding
researcher and scholar.

I am less knowledgeable about his teaching ability.

Judging from the facility and poise with which he speaks,
I believe that he must be a good teacher.

I always enjoyed him as a colleague and would ex-
pest him to contribute in a fine, positive manner to

departmental affairs. He is a hard driver personally
and this may carry over into his departmental activities.
This characteristic makes him very valuable but may not

always contribute to your equanimity.

With best regards,

Sincerely your.,

Guy H. Orcutt
Senior Adviser

GOOrcutting



May 31, 1968

Professor Richard Stone
Departaent of Applied Economics
University of Cambridge
Sidgwick Avenue
Cambridge, England

Dear Dick:

I am going to be in England for the last two weeks
of June for a C.EI.R. Symosium. Ir present plan is
to visit the New University of Ulster, the University
of Manchester, and the University of York before the

naposiun which is June 25th through June 27th in London.
Is there any cbaa e of my seeing you on Friday or Saturday,
June 28th or 29th?

The two years I spent with you in Cambridge were among
the very best I have ever spent on both personal and pro-
fessional grounds. I have wanted to see you again for many
years and if it is possible to do so on this trip, I would
be delighted to have such an opportunity.

Enclosed is a copy of "Research and the World Bank"
along with an addendum which may be of sane interest to
you.

With best regards,

Sincerely yours,

Guy 'H. Oreutt

OHOreutt:sg

mElosures (2)



Mr. Alexander Stevenson May 31, 1968

Guy H. Orcutt

Travel Plans in Connection with C.E.I.R Lecture

My present plans are to leave Washington the morning of

June 17th and return to Washington from London on June 30th.
I expect to visit the New University of Ulster at Coleraine
in Northern Ireland on June 18th and 19th as the guest of
professor Norman Gibson. Then I hope to proceed to visit
the Thiversity of Manchester on June 20th and 21st as the
guest of Professors Jack Johnston and Alan Prest. While there,
I expect to see Dr. Wallis Taylor and Professor Richard Day,
among others. From Manchester, I plan on going to Helington,
York to visit the University of York during June 22nd and 23rd
as the guest of Professor Martin David. While there, I hope
to see Alan Peacock and others. On June 24th I will fly down
to London for the C.E.I.R. Model Bailding Symosium on June
25th, 26th and 27th. on June 28th and 29th, I hope to see
Professors Richard Stone and James Meade of the University of
Cambridge and possibly one or two individual at the London
School of Economics.

The air fare for this trip and Py expenses in London
during the Smposium are being covered by C.E.I.R. My other
expenses will be rather samil since vy round trip to London
will over the flight to Northern Ireland and back by way of
the Universities of Manchester and York. In addition, I will
be treated as a guest while visiting these three universities.

My understanding is that I should pay for other legitimate
business expenses as needed and then file a claim to the Bank
for than upon Wy return. In total, these might amount to living
expenses for three or four days and for miscellaneous ground
transportation expenses.

While visiting scholars and universi ties in England, I will
use the opportunity to interchange ideas about Bank research.
I also will be looking in a discrete way for individuals that
might make an important contribution to our research staff.

1ti tW above is not in accordance with your understanding

and arrangements with Mr. James Twining, please let me know

as soon as possible.

GHrcuttueg
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OFFICE MEMORANDUM
TO: Mr. M M. Rosen DATE: May 28, 1968

FROM: Guy H. Orcutt

SUBJECT: Revised Draft of "RESEARCH AND THE WWRLD BANK"

Attached is the third, and I hope final, draft of "RESEARCH
AND THE ICRLD BANK." As you will see, there are several significant
alterations and extensions as compared with the previous draft of
April 30.

fy hope, of course, is that you will find much in this paper
which is worth supporting.
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SUMMARY AND CONCLUSIONS

Two major theses of this paper are that the Bank should substantially

increase its support of development related research and that the Bank should

carry on an extensive research program as well as promote and financially

support outside research. A third thesis, considered to be of major importance,

is that although the Bank has done little serious inductive research, it

should engage in such research on a substantial scale and that in so doing

it should pay particular attention to overcoming serious data problems. A

fourth major thesis of this paper is that Bank research should be carried on

within one basic and two applied research departments. These three depart-

ments might well be called the Inductive (or Basic) Research Department,

the Operational Research Department, and the Economic Policy Research De-

partment.

The case for the first two major theses of this paper is presented

in Sections I and II. Annual research support, at least to the extent of

an amount equal to the sum that would be yielded by a one-tenth of one

percent charge on the Bank's outstanding loans, is considered to be a

reasonable five-year target. This amount of support, amounting as it

currently would to nearly ten million dollars per year, would be enough,

as far as money goes, to finance creation and maintenance of the world's

leading development research center as well as provide significant support

for data collection efforts and for outside research.

After Section III which contains numerous suggestions for increasing

the effectiveness and the attractiveness of Bank research, Sections IV and

V support the third major thesis. Section VI then completes the case, first

made in Section III, for having an Inductive (or Basic) Research Department,

an Operational Research Department, and an Economic Policy Research Depart-

ment. In addition, Section VI completes the description of the envisaged role

of each of the proposed research departments by presenting a large number of

potential research topics, grouped according to the department which might

well undertake them. Selection of specific research problems and strategy

must, of course, be worked out by each department after it is formed.

The final section of the paper is then followed by an addendum which

presents and attempts to justify several fundamental views on research

strategy.



RESEARCH AND THE WORLD BARK1

by

Guy H. Orcutt

I. WHY THE BANK SHOULD SUPPORT RESEARCH

How much should be spent on development related research, who should

provide the funds, who should do the research, where should the research

be done, what should the research be on, how much of it should be applied,

how much analytical-theoretical, how much inductive, how much of it of a

data gathering nature, and how much of a tool building nature are important

issues. Nevertheless, it is difficult to avoid the conclusion that, no

matter how these issues are decided, a more rational world would spend as

much or more on development related research as it spends on military re-

lated research. At present, it is doubtful if the total world expenditure

on development research amounts to as much as one percent of the total world

expenditure on military related research. Are development problems less

urgent or important? Is our knowledge about how to promote development more

advanced than our knowledge about explosives? Is development research easier

and therefore less expensive than military research?

Space research is something that many of us favor, but is it more

critical to man's future well-being than man's entire development research

effort? No doubt there eventually will be a useful technological fall out

from space research, but who will be the primary beneficiaries of this fall

out when it occurs, the technologically underdeveloped nations, or the

technologically advanced nations?

1/ The author, a Senior Adviser in the Economics Department of the World

Bank, was invited to take a close look at current research activities

of the Bank and come up with recommendations for improving them. This

he has done to the best of his ability during the first nine months of
his employment and this paper presents the results of his efforts. With-
out in anyway shifting responsibility for the analysis presented and
conclusions reached, the author would like to express his sincere appre-
ciation for the substantial encouragement and guidance of Mr. I. S. Friedman,
for the generous assistance and forbearance of Messrs. A. Kamarck, A.
Stevenson and B. de Vries, and for the extremely helpful suggestions and
criticisms of earlier drafts by Professors B. Balassa, R. E. Baldwin,
E. Despres, I. Frank, C. Holt, C. P. Kindleberger, S. Kuznets, E. S. Mason,

J. R. Meyer, H. Schmitt, W. F. Stolper; by Messrs. R. E. Asher, J. Grunwald,
H. F. Haviland, J. Pechman and W. Salant of the Brookings Institution; by

Messrs. R. Goode, and R. A. Young of the International Monetary Fund; by

Miss G. Lovasy and Messrs. A. Churchill, E. Hawkins, V. W. Hogg, B. B. King,

H. Latimer, 0. McDiarmid, S. Please, S. Reutlinger, W. Thalwitz and

M. Weiner of the World Bank.
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United States corporations by themselves are probably spending a

hundred times as much on finding knowledge aimed at improving their com-

petitive position and profitability as is being spent on research aimed

at improving the position and prospects of the poorest third of humanity.

We rightly value the contribution to world income made by the United States

corporations and we strongly support the wisdom and value of their commit-

ment to research. But what is this imbalance of research effort doing to

the distribution of world income? Perhaps here is part of the key to

understanding how the rich can get richer while at least some of the poor

get poorer in an absolute as well as a relative sense.

The case for as rapid a build up of development oriented research as

can be managed, with due care for quality and long run research productivity,

seems clear; but what is the Bank's responsibility in this endeavor? As

the leading international institution explicitly established to promote

development, should not we seek a leading position in promoting development

research? And if we are serious about promoting research aimed at improving

our operations and in overcoming development problems, should we be spending

less per year on research, inside and outside the Bank, than would be earned

by a one-tenth of one percent interest charge on our outstanding loans? 
It

takes more than money to build a renowned research center. Nevertheless, it

is of interest to recognize that, as far as money is concerned, the approximately

ten million dollars per year that will soon be yielded by a one-tenth of

one percent interest charge on our outstanding loans would be enough to

finance creation and maintenance of the world's leading development research

center as well as to provide significant support to research outside the Bank.

The Bank controls important policy tools and the Bank gives advice to

member countries; to do either of these things properly requires knowledge --

knowledge about past, current, and prospective conditions; knowledge about

consequences of alternative actions and knowledge about preferences. Since

much of the needed knowledge is not presently available, it certainly behooves

the Bank to support relevant research on a substantial scale. In addition,

it should be clear that even to be aware of and appropriately apply existing

knowledge could hardly be accomplished by an organization which did not,

itself, support research.
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Quite apart from the importance of research for improving the Bank's

present operations , relevant knowledge may in and of itself be a very potent

tool for achieving development. This point, which has been made by many

including Kuznets, suggests an additional major reason why the Bank should

undertake and strongly support suitable research. Research output might

then take its place as a major tool by which the Bank promotes development,

alongside loans, technical advice, and other activities.

II. THE BANK SHOULD BOTH DO AND PROMOTE RESEARCH

Conceivably the Bank might concentrate on supporting research of out-

side scientists to the near exclusion of research within the Bank. Would

this be desirable? I think not, since without a serious and competent broad

research effort of its own, the Bank will not know what research needs to be

done and might be feasible to do. Neither will the Bank know or be well

equipped to learn who could do needed research or even to judge whether re-

search work done for it is worthy of serious attention. Furthermore, unless

the Bank does base its actions and recommendations on adequate research of

its own, it may not continue to receive the respect and full cooperation of

those nations we wish to assist and whose self-help is essential.

The Bank also should encourage and support relevant research in universities

and in research institutes. It should do this in order to speed up acqui-

sition of needed knowledge and in order to assist in ensuring that the

generation of researchers which is now being trained will be brought into

contact with significant research problems in economic development. Also

supporting outside research will bring Bank researchers into closer con-

tact with outside researchers and greatly facilitate Bank staffing while

promoting a healthy two-way flow of researchers between the Bank and other

research centers.

A growing part of outside research assisted by the Bank should be in

less developed countries. This would serve to bring development research

into closer contact with real development problems, to develop a suitable

apparatus for obtaining data needed for development research, to develop

additional lines of communication between the Bank and member countries,

and to assist member countries develop their own research and problem

solving capabilities.



As argued above, support of outside research is much to be desired.

Nevertheless, it seems clear that it should not be an either-or question.

We should support research both outside and inside the bank; each

would benefit the other. Without a substantial research effort within the

Bank, it is difficult to believe that the Bank could do much for development

research outside of the Bank.

III. ORGANIZATION OF BANK RESEARCH

The Bank has attracted and retained the services of many able men

but it has been rather unsuccessful in attracting recognized researchers

into research positions or in keeping them in research positions if hired.

Why is this and how can the present situation be altered?

Role of Researchers

A difficult matter which deserves consideration if the Bank is to be

made attractive to recognized scholars, is the pecking order which one finds

within the Bank. By actual count there are six administrative or policy

making levels above the level at which most research is done. Some relief

to the affect on research of this administrative structure has been achieved

by good administrators and by judicious use of such titles as adviser or

senior adviser, but something more is needed. Taking account of time-consuming

and onerous clearance procedures and communication practices and restrictions

could only reinforce this conclusion.

In my view, the majority of researchers should be in one or more re-

search departments rather than scattered throughout the Area, Project, and

Economic Departments. (Some rotation into and out of research departments

from other departments could, of course, be very helpful in maintaining de-

sirable contacts.) In addition, fewer levels are needed; research administrators

and researchers should not, as a general rule, simultaneously have non-research

policy or operating responsibilities; and all research administrators should

devote at least part of their working time to their own research and publishing.

Because of their research value, the most effective researchers are

much in demand both by corporations and by universities. In addition to a

competitive salary, the Bank must offer such men considerable scope in helping
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to select research directions and in mapping research strategy. And

of course, it is essential that the men selected to lead research efforts

be backed up with adequate resources and tools accompanied by a clear

recognition of the importance of flexibility in the conduct and support

of effective research.

Variations in the make up of different senior researchers as well

as differences in the problems they work on will result in wide variations

in their needs for assistants and associates. Precisely because the re-

search value of some individuals working almost by themselves is very high,

it is important that salary, prestige, and influence should not be linked

in any simple minded way to the numerical size of a research team directed

by a senior researcher. In fact, it should be possible for some distinguished

and well paid individuals to work almost entirely on their own if that is

the way in which they can make their most effective contribution.

Direct Coupling of Research to Policy Makers is Unwise

Part of the problem of achieving relevant and successful research in

the development area is that of putting researchers in a setting in which

they are continually aware of real development problems. The Bank should be

an excellent environment for this purpose. But in addition to keeping re-

searchers aware of real problems, it is also necessary to give them time and

scope to exercise their imagination in inventing hypotheses along with

essential time and resources for effectively testing them. It is necessary

to recognize that research is somewhat like prospecting for oil. The over-

all prospect of gain is high but the risk of failure in individual ventures

also is very high. In addition, the payoff period is likely to be long.

All of these features inevitably make the relationship rather difficult

between researchers and policy makers faced with immediate needs. Attempts

at direct coupling almost always fail and less direct means of interaction

are essential. Researchers should be in close contact with policy makers

and operators they are trying to serve, but in my opinion, they should be

in separate departments.

Research Teams and Senior Researchers

Research should be conducted within task-oriented research teams , as

has been the case for both the Supplementary Finance and Commodity Studies.
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Each such team should be headed by a senior researcher who is actively engaged

in the research he directs. Each research team should have a clearly defined

research objective and a great deal of autonomy in seeking to fulfill its

mission. If, as suggested, research teams are task-oriented, it is to be

expected that they will be organized and dispersed as new research tasks

arise and as old ones are completed. New research teams will be organized

around the senior researchers to work on new research tasks as they are con-

ceived and authorized.

It should be possible for two or three senior researchers to work

together on the same research team when there seems to be either a need

or a common desire to do so. Otherwise, research tasks should be so

structured that each research team contains but one senior researcher

along with one or more less experienced researchers. Within five or six

years from appointment, new researchers either should demonstrate their

research competence and become senior researchers or should move into other

activities.

Research Departments

Insofar as size permits, research teams having somewhat similar or closely

related customers for their research products should be grouped together into

separate research departments. This will help keep research focused in desired

directions. It also will facilitate keeping broad problems relating to allocation

of research resources at a top management level, where they belong, while per-

mitting great freedom to departments in use of resources which are allocated

to them.

There is no completely firm rule about exactly how large individual re-

search departments should be, but a variety of considerations suggest that

the optimal size for a research department would be one containing between

fifteen and forty researchers grouped into between five and fifteen research

teams. Among other things, smaller departments would be too small to operate

a good research seminar or colloquium and larger groups would be too large for

the director and senior researchers of a department to properly interact with

junior researchers on both an intellectual and a social level.
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Taking into account the above and the present position of research

within the Bank, my belief is that we should move as rapidly as 
possible

to concentrate research within three research departments. 
As will be

seen from the organization of research topics in Section 
VI, each of

the three research departments, towards which we should be moving, 
would

concentrate its attention in one of the following broad research 
areas.

1. Behavior and needs of decision-making units.

2. Operational problems of the Bank.

3. Influence of economic policies on development.

Seminars

Each research department should operate a regularly scheduled 
seminar.

In addition to providing for a useful degree of interaction, each such

seminar could facilitate quality control, productivity control, and research

guidance in an acceptable, pleasant, and stimulating way. Each seminar

would provide a natural setting for presentation and discussion of research

plans and results of the various teams within a department. Also, each

seminar would provide an excellent forum for selected researchers from out-

side of the Bank.

Dissemination of Results

Appropriate dissemination of research results is of 
great importance,

not only because the payoff is in their use. Publication of results can

also encourage the maintenance of a high quality research 
operation. The

resulting feedback from other researchers is necessary to avoid gross dupli-

cation; it is necessary to learn about contributions 
of others that should

be taken into account, and it is necessary to uncover errors 
and correct

biases. Feedback from outsiders of recognized standing also provides 
one

reasonable basis on which the top management of the Bank can evaluate the

research for which they allocate resources.

Appropriate dissemination of research results 
also is important for

personnel reasons. The best scientists are frequently research and problem

oriented rather than institution oriented. A great part of their satisfaction

comes from having their work recognized and in seeing it put to good use.

In addition, scientists think of the scientific process 
as a cumulative

building process. Each one wishes to contribute to, or be responsible for,
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adding one or more blocks of knowledge to the growing structure. But how

can anyone obtain this satisfaction if his work is not published in a form

available for use by others? It should also be recognized that a good

researcher, like a skilled craftsman, will take pride in his work

and will wish his name to be associated with it. The upshot of these

considerations is that if the Bank is to attract and keep researchers of

the highest caliber, it must provide them with an ample opportunity to

publish the fruits of their research.

As pointed out in this section, the case for encouraging publication

is a strong one. In line with this there are sound reasons for the Bank

to sponsor a variety of publications. Nevertheless, researchers usually

should be encouraged to try for outside publication in widely read pro-

fessional journals. These provide for some review by outside scholars.

They also seem better designed to keep our researchers in and hopefully

leading the main stream of development research.

The nature and role of internal review and evaluation of research

products is important and should be given due consideration. Nevertheless,

it is important to point out here that review and evaluation, essential

as they certainly are, should not be executed in such a manner as to

impede and discourage research or to impose a sequence of road blocks and

delays standing between the researcher and publication of his results.

The mere fact that a researcher's superiors do not think something worth

publishing should not by itself prevent him from trying to get it published,

if he wishes to try. Nor should the Bank take the stance that it stands

behind or somehow endorses publications of members of its research staff.

Researchers should be expected to appreciate that some information

must be treated as strictly confidential. They also should be expected

to see that some things cannot be published while certain decisions are

pending. However, the best protection of the overall interests of the

Bank will certainly be better served by depending essentially on the taste

and good judgment of its senior researchers rather than on elaborate and

cumbersome review procedures which are themselves capable of doing great

damage to the effective promotion of development research.

Staffing

Appropriate staffing of a research staff is both difficult and critical,

and current hiring practices of the Bank in this area should be carefully
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reviewed. In my opinion, it is absolutely essential thdt the primary

responsibility, for appropriate selection of researchers and for selling

the Bank to those selected, must be undertaken by the Bank's research

staff. No other group within the Bank has the knowledge and motivation

to take the leadership in these matters. Research administrators must

do a creditable job of living within their budgets, but their success

should not be severely jeopardized by putting the single most important

tool of research administration in the hands of non-researchers.

At present, most of the scholars that the Bank needs for senior re-

searchers are wedded to academic jobs and an academic environment. This

combined with the fact that the Bank is not generally regarded in many

leading universities as providing a highly attractive research environ-

ment does pose severe staffing problems. Successful staffing probably

requires that we do as the Brookings Institution did and develop a variety

of ties to a selected set of leading universities along with a rich assort-

ment of ways in which faculty members of universities can be involved in

and employed on Bank research.

Salary of Senior Researchers

Salary and fringe benefits are significant factors which undoubtedly

bear study. My impression is that the Bank is not especially competitive

in these matters as far as senior research positions are concerned. Not

only have academic salaries moved up substantially relative to Bank salaries

but salaries of the most desirable researchers have moved up more than academic

salaries in general. Unless the Bank is prepared to outbid the leading

universities at the level of salaries they offer the top one-third of their

professors, it simply is not prepared seriously to compete for senior re-

searchers of demonstrated ability. In any review of the Bank's competitive

position it is essential that the Bank's limitations on outside earnings be

taken into consideration, as well as the apparent unattractiveness of the

Bank's retirement provisions for those who cannot or do not wish to spend

long periods in the Bank. In addition, the obvious fact that university

salaries are usually on either a nine or eight-month basis, should not be

overlooked.
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Computation Facilities

The computer being acquired has not been widely used by researchers

and does not begin to compare in power with those in current use in

universities, business, and government. Although this new computer will

be useful for research and it should be used in developing a computerized

data library of existing standard data, its main contribution will be to

administration rather than to research. Under the circumstances, the Bank

should continue to make extensive use of outside service centers. In

addition, the Bank should acquire a remote terminal suitable for connecting

by telephone line to one or more of the time sharing, computing utility

systems being developed.

Employment of Non-Economists

Should development research sponsored by the Bank be organized and

carried out exclusively by economists or should the Bank seek research

contributions from non-economists; say anthropologists, historians, social

psychologists, sociologists, political scientists, lawyers, engineers, or

statisticians, not to mention biological, medical, and physical scientists?

Could non-economists make a significant research contribution to development

problems which do or should concern the Bank? If so, could the Bank success-

fully attract and employ non-economists to do research?

For an economist to even pose the above questions must appear, to other

social scientists, to border on the absurd. In fact, very few economists

would wish to suggest that only they are competent or suitably trained to

research an area which certainly seems to involve many aspects of man and

his environment rarely treated by economists. Of course non-economists could,

and in fact do, make research contributions which are relevant to development

and of course they should be involved in Bank Research.

Development of a Research Network

Both the attractiveness and effectiveness of Bank research could be

enhanced by the development of close working arrangements with a -carefully

selected set of ten to twenty research centers scattered around the world.

Such arrangements should include provisions for a regular exchange of publi-

cations and working papers, exchange of staff, and liaison on data collection

and major research projects.
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Development of an effective research network would serve to improve

research done by the cooperating research centers: by raising the aspiration

level of all, by improving the possibilities of relevant data collection,

by providing the needed cross-fertilization with respect to problem recognition,

by facilitating the diffusion of knowledge about research methods, and by

facilitating the dissemination and application of research results. A side

advantage to the Bank of an effective network of research centers would be

that it would provide the Bank with a good opportunity of supplying support

of outside research on a long run institutional basis rather than on a project

basis.

IV. INDUCTIVE RESEARCH ALSO IS ESSENTIAL

The Bank is currently engaged in research on various subjects, much

of it is descriptive and applied, a significant part of it is analytical-

theoretical in nature, and some of it involves model building. However,

with the exception of a few studies, none of it is inductive in more than

a superficial sense. The principal areas of research might be summarized as

followsa'

(a) Exploration in the use of quantitative models in the analysis
of development strategy and problems, focused on national economies,
problems of sectors, and international commodity markets.

(b) Problems of resource allocation, in part dealing with improve-
ment in policies and in part with methodological issues. The Economics
Department has been conducting various studies on the economies of pro-
tection and the problems of industrialization. It is also engaged in
methodological explorations on the measurement of returns on investment
in projects and sectors and the methods of applying these methodologies
in development planning and the appraisal of individual projects.

(c) Research into the patterns of development finance, the terms of
lending, and the impact of alternative terms of development finance on
the cost of foreign aid to donor countries, the flows of net capital to
developing countries, and on their debt servicing burdens and development
policies.

1/ The reader is referred to Status of Studies, a quarterly publi-
cation, of the Economics Department, for a listing and brief
description of research studies which have been completed, ones
that are in progress, or ones that are planned.
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(d) Mobilization of financial resources for development, analysis
of the impact of alternative fiscal and financial policies on resource
allocation and utilization, in particular in agriculture.

Although the Bank has come to recognize that applied research and

even analytical-theoretical research, such as is involved in work by Bela

Balassa and by Alan Walters, are important, it has yet to support inductive

research, along with associated tool building activities, in a major way.

As will be pointed out in what follows, this is a strategic error which

should be rectified as rapidly as possible.

The distinction between inductive research and applied research may

be summed up in a single sentence: Inductive research is trying to learn

in a systematic way from experiencei applied research is trying to apply

in a systematic wy what has been learned. Mathematics, statistics, and

computers may be tools in both inductive and applied research since both

types often seek to use models and involve an interest in measurement.

Both types have prediction as a goal and both may be concerned with the

same variables. Both types may be of great practical usefulness in policy

evaluation. The fundamental difference has to do with research objectives

and with starting points. Inductive research seeks to discover and evaluate

predictive relationships. Its focus is on inventing and testing hypotheses.

The results of inductive research are the base upon which applied research

must build. Applied research seeks fruitful application of tested theories.

In the absence of an appropriate knowledge base, applied research is at a

great handicap. Inductive centered research is frequently called basic re-

search precisely because it furnished the base on which applied research

builds.

The driving goal of inductive research is new knowledge and understanding

of man and his environment. The primary problem of inductive research is

how to learn from experience whether it is generated by planned experiments

or whether it occurs naturally.

The driving goal of applied research is policy guidance. The primary

problem of applied research is how to use existing knowledge about man and

his environment to predict the consequences of alternative courses of action.
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Available predictive relations are used as building blocks in constructing

models which are used in prediction, in evaluation of alternative policies,

and in seeking optimal strategies.

The proper relation of inductive and applied research is thus seen

to be a symbiotic one. Each is essential to the well-being and ultimate

usefulness of the other.

In economics, applied research is directed towards solution of policy

and operating problems by application of general economic theories, such

as the Keynesian, Leontief, or neo-classical theories, or by application

of more specialized theories or individual relations. The focus of applied

research is on using such building blocks or relations to make specific

predictions, develop cost-benefit comparisons, or to carry out other kinds

of analysis. In some cases, this work involves measurement and parameter

estimation but it does not involve a systematic attempt to evaluate and

test the underlying theory. The basic tools used are those of the applied

mathematician such as linear programming, cost benefit analysis, queuing

theory, and probability theory. Inductive economic research, on the other

hand, seeks to learn which variables are important in determining behavior

and what is their causal role. It seeks to learn why things happen as they

do. The focus of inductive research in economics is likely to be on the

discovery of the variables that should enter into and the form that should

be used for suitable building blocks such as saving functions, consumption

functions, supply functions, cost functions, and production functions. The

tools used in inductive research include experiments, experimental design,

cross section surveys, panel surveys, historical research, and econometric

methods.

Diagram 1 presents a schematic overview of the wide range of research

activities which are needed in order to achieve the wisdom needed by policy

makers. The research activities of the top part down through model building

and testing are inductively oriented. The research activities of the bottom

part, starting with model building and solution, are frequently of an operational

research nature and applied in character.
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Diagram 1 and the foregoing discussion do not serve to focus attention

on the role of analytical-theoretical research. It is hoped, however, that

the reader will perceive that analytical-theoretical research is of importance

to both inductive and applied research. The importance of this kind of re-

search to inductive research arises in formulating hypotheses and in working

out their implications. The importance to applied research lies in formu-

lating and solving system wide models.

It is neither necessary nor feasible for the Bank to support all kinds

of development research at all levels. However, by vigorously supporting

in depth inductively oriented research relating to the upper levels of

Diagram 1 as well as by very vigorously pursuing model building, testing,

and application activities relating to areas of greatest immediate policy

concern, the Bank could greatly enhance its long run contribution to economic

development. It could do this both by accelerating the general acquisition

of needed knowledge about behavioral and environmental responses and by

putting itself in a position to take fuller advantage of new and existing

knowledge which is acquired inside or outside the Bank.

The Bank has the financial resources to set new standards for inductive

as well as for other types of research on how to improve the present con-

dition and prospects of the world's poor. The Bank is almost ideally located

to support and carry out inductive research. Almost the only possible reason,

of a satisfactory nature, for the Bank not to support inductive research would

be that we know so much about how to achieve development that it would be a

misuse of resources to spend more on learning how to do the job. Unfortunately

the march of events and a long history of unsuccessful efforts could hardly

lead to the view that we do not need an improved understanding of the deter-

minants of behavioral and environmental change and of the role that might be

played by policy in bringing about desirable changes. Clearly we do not have

a common understanding of what is going wrong, nor do we have clear views about

how to secure an attractive long run prospect for man. In view of the problems

facing mankind, and the state of our knowledge, it would be unrealistic to

hope that even a very vigorous program of inductive and other types of re-

search by the Bank would enable us to avoid all major mistakes in the develop-

ment area. But at least the pursuance of a vigorous and well balanced research
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program would enable policy makers both inside and outside the Bank to

play a much more useful role in promoting development than would otherwise

be the case.

The Bank's choice of projects to support should and does rest in part

upon a comparison of expected consequences. But how much is known about

the consequences of various kinds of education for various groups of people?

For that matter, how much is known about the social and economic consequences

of road building efforts in various types of geographical and social settings?

The Bank has invested in many such projects. In each case, it has made a

pre-project study and evaluation. In how many cases has it sought to learn

the social and economic consequences? And in those cases in which a follow-up

attempt was made, how much was learned? To the best of my knowledge the Bank

has yet to conduct a project in such a way as to facilitate successful post-

project evaluation. To do so successfully will certainly involve highly

sophisticated inductive research.

The Bank gives advice to those who borrow from it on many matters of

general governmental policy. In some cases it withholds support unless its

advice is followed. How sound is the advice given and on how firm a base

of knowledge about development and its determinants does this advice rest?

For example, do Bank economists really know the determinants of variables

we are trying to influence, such as saving, investment, productivity, exports,

and world income and its distribution between nations and households?

The truth of the matter, as probably nearly any social scientist will

attest, is that not enough is known about how more effectively to promote

development. Even in well established areas of concern and speculation,

such as international trade theory, the determinants of saving, or the

role of physical capital, we have only begun to obtain any reasonably well

tested hypotheses. In such basic areas as the influence of price incentives,

economists frequently disagree even about the direction of affect. Inductive

research along with analytical-theoretical research is clearly called for.

The Bank needs additional knowledge to more intelligently guide its

own activities. The Bank needs additional knowledge about the effects of

governmental actions to be more useful in advising others. Above all else,
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the Bank needs the vision and understanding to see that wisdom of action

is as essential to development as physical or monetary resources and that

achievement of wisdom requires research: inductive, analytical-theoretical,

and applied.

V. DATA: THE KEY ROAD BLOCK

Hypothesis testing is an essential part of inductive research but it

also is the facet of such research which has given economists and other

social scientists the most trouble. Hypothesis testing involves comparison

of implications of a hypothesis, taken singly or jointly with other hypotheses,

with appropriate observations. Thus, relevant data are essential for inductive

research.

The critical importance of suitable data for testing hypotheses has long

been recognized in most sciences; in fact, probably well over ninety percent

of total research expenditures in many, if not most sciences, are for data

collection. Telescopes, electron microscopes, space probes, and the various

accelerators used by high energy physicists are just a few of the better known

and more spectacular data collection tools of the physical scientist. At

present, even a single data collection tool, such as an accelerator which

facilitates data collection on a very specialized subject, may cost several

hundred million dollars to build and well over fifty million dollars a year

to operate.

While perhaps intellectually recognizing the need for data suitable for

hypotheses testing, the economic profession has, in fact, devoted but a very

small percentage of its total effort to specifying and obtaining data suit-

able for hypotheses testing. Perhaps the data collection problems that should

have been faced were too large to have been dealt with by individual pro-

fessors or by the relatively small research organizations which have

characterized economic research. Perhaps the possibility and apparent ease

of self-observation lulled economists into a false sense of confidence about the

inductive foundations of our science. Perhaps the availability of enormous



quantities of t p - ted the hope that collection

of relevant data ! Ild be treated as someone else's responsibility.

Whatever the e"panation of tne lack of attention devoted by economists

to obtaining datL suitable for ete i ve testing of promising hypotheses,

the fact remains u-% Lconomis, ae not be- very successful in testing

critical hypotheaea. Theories cme aid go but rarely on the basis of solid

evidence.

In my opinion, the data available for hypothesis testing even in the

rich countries are grossly inadequate for purposes of putting economic

theory on a satisfactory empirical base. The total quantity may be impressive,

even the accuracy of many meaurements may be fully adequate; it is the

relevance for purposes of hypothesiL testinig which is being questioned. If

I am right about the data situationl ror the rich countries, what about the

data base that Bank economists try adia get by on when it comes to many of

our less affluent maembers?

Suitable data, whether derid trom planned xperimentation or from

observation of actions and reautions triat occur naturally, are essential

to worthwhile inductive research in tie development area. To obtain suit-

able data it is essentihd that r-rchers interested in testing hypotheses

also make it their business to specify what oats are needed and to take an

active role in securing them, in 1tm-r wCrds, securing of essential data

should be regarded as an intrinsic part of inductive research just as it has

typically been in other sciences .

National accounts data generated by government, country data brought

back by missions, data collected in the course of pre-project evaluation:

all of these are potentially useiW to the researcher and could probably

be exploited much more fully than has yet been done. Nevertheless, if

inductive research promoted by the Bank is to be highly productive, the

acquisition of essential data ustn oe treated as a high priority matter

with respect to the use of both incellectual and financial resources. Re-

searchers will have to spend sunatantial amounts of time in the field;

cooperative data collection efforts will need to be worked out with research

institutes located within member tontries; the use of cross-sectional and

panel surveys will be highly desiruble. Historical research making use of

basic data sources eds to be lbtas ied. If, as I strongly believe, well
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designed field experiments are feasible, there will be strong scientific

justification for trying to forge ahead by use of this approach to securing

valuable data.

The five addenda to this paper were substantially finished before I

joined the Bank staff and so were not written with the audience for this

paper in mind. They obviously don't contain the last word on what is wrong

with existing data collection strategy and practice or on what should be

done about improving current practices. For example, I certainly am not

suggesting that negative income tax experimentation is needed in member

countries outside of the United States. Nevertheless, I believe that the

first three of these papers are relevant to thinking about present and

possible data collection strategy and that they can provide both motivation

and some guidance in improving present data collection efforts of the Bank.

They all point in the direction of greatly increasing the emphasis on obtaining

sample time series data from and on microcomponents and groups of microcom-

ponents below the sector level.

VI. RESEARCH STRUCTURING AND TOPICS

How research functions are divided between research departments will

determine how much freedom can be given to departments, and to teams and

individuals within departments, for the allocation and use of research re-

sources. This is important because decentralization of decision making

has much to commend it. In the first place, much of the knowledge that

should be brought to bear is in the heads of individual researchers. De-

centralization also has obvious advantages in developing a research atmosphere

which will be attractive to first-rate researchers and which will help

motivate them to focus their attention on turning out a significant product.

In addition, avoidance of the heavy costs of excessive and sometimes mis-

placed supervision and regulation could be an added advantage of decentralization

and the fostering of independence in research.

Insofar as research functions are assigned to research departments in

such a way that each department has a reasonably homogeneous group of potential

customers to serve, who would be pleased with a reasonably well defined and
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complementary set of products, then each research department can and should

be developed to use a great deal of freedom in allocating and using resources

made available to it. Top management can then exercise one of its proper

functions by allocating resources to major functions by setting the overall

budgets of departments. Departments can then be left relatively free to

maximize the benefit obtained from assigned resources.

When a research department is expected to meet seriously conflicting

demands of different sets of customers, then it will find it necessary to

decide which functions and customers to favor and which to neglect. Since

by the very nature of the situation it will be impossible in the foreseeable

future to fully meet the needs of any set of research customers, the probable

result will be that some important functions will never receive more than

superficial attention from the research leadership within the department.

Unfortunately no matter how much resources are allocated to the department,

it still will find it very difficult to allocate resources to non-comple-

mentary functions in any reasonable way.

My view is that considering the present position, overall needs and the

potential role of the Bank, three research departments are needed. All three

would carry out analytical-theoretical work as they deemed desirable, all

three would develop and use models as seemed appropriate, all three would use

simulation techniques and computer tools as needed. Nevertheless, the role,

activities, and ultimate complexion of the three departments would differ in

important respects.

One of the three departments would focus on inductive problems regarded

as of central importance in developing a deep understanding of the basic

elements of development. This department might be called the Inductive

Research Department or perhaps the Basic Research Department. At present,

the Bank does not have any group concentrating on inductive research although

scattered individuals are doing this type of research on a part-time basis.

A second of the three research departments would focus on operational

problems of the Bank and of policy makers in Member Countries faced either with

making specific and detailed investment decisions or with operating specific

enterprises. The operational research focus of this group would thus most
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nearly match the focus of the research which is now done within the Pro-

jects Department and within the Sector and Project Group of the Economics

Department. This department might be called the Operational Research De-

partment.

The third of the three research departments would focus on macro-economic

policy matters. Thus like the Operational Research Department this department

also would be applied in the sense of seeking to produce a research output

of direct interest to policy makers. However in this case the policy

makers to be served would be those charged with developing and administering

national and international policies for use or monetary, fiscalexchange rate,

tariff, price, and wage control tools. This department might be called the

Economic Policy Research Department. The present Applied Quantitative

Research Division of the Economics Department might well be included in this

new research department.

With the suggested three way division of research effort, each research

department would face a different and workably homogeneous set of potential

users of their output. Decisions about overall research support and about

allocation of the Bank's research budget, as between major research functions,

could then be made at a top management level. Each department, having been

given a fairly well defined and homogeneous function, could then be encouraged

to develop the appropriate internal machinery for arriving at a sensible re-

search strategy and for optimally allocating resources made available to it.

Research Topics for the Inductive Research Department

The promotion of development calls for extensive inductive research

on natural resources and environment, on physical and biological processes,

and on the functioning and behavioral responses of individuals, families,

firms and other small and large groups of individuals. However, perhaps

not all of this research needs to be the specific concern of those concerned

with promoting development. Some of it, like high energy physics for example,

may be of great importance to mankind in the long run but is so far removed

from application and deals with phenomena which are so universal in nature

that it makes little difference where or by whom such research is done, so

long as it is done. Given the existing total allocation of resources to such

research, it would be hard to make a case for using any resources available

for development for such research.
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Other research is of more immediate relevancy to development but

may be so far removed from the Bank's area of activity and competence

that it should be done and developed by others. Research on the biological

aspects of human reproduction as well as much agricultural research work

might fall in this category. In these areas the Bank might well wish to

keep informed of significant developments flowing from such research.

The Bank might even find it desirable to promote and finance such research.

However, it seems unlikely that the Bank would find it advantageous to

actually carry out such research itself except, perhaps, in cases where

such research could be usefully carried out as a by-product of the Bank's

project work.

In view of the present totally inadequate level of behavioral research

in the development area, and in view of the dependence of the Bank's more

applied research on the output of behavioral research, it seems clear

that behavioral research is the general area in which the Bank should seek

to make its major inductive research contribution.

Our views as to how economic and social systems function and how they

will respond to policy measures rest, in the last analysis, on our under-

standing of how microunits, such as individuals, families, and firms behave.

What are the determinants of births, health, mortality, educational choices,

and career choices? What are the determinants of consumption, saving, and

investment behavior of decision making units? What are the determinants of

location of entrance into the labor force, of job seeking behavior, and of

work effort when employed? What causal factors affect the choice of crops,

of acreage planted, of production methods, of choice of products, choice

of output, choice of markets, and so on.

Could development be promoted by altering the nature, mix, and appli-

cation of incentives and disincentives within developing countries. What

affect do price and certainty of demand have on the production and sale

of agricultural and manufactured products? What affect do relative price

changes of inputs have on their use and origin? What affect do safety and

return on savings have on the amount saved? What affect do welfare pro-

visions have on labor force participation and job mobility? What affect do
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tax laws have on saving, investment, and composition of economic activity?

What affect does the availability of guidance and technical help have on pro-

ductivity and output? What are the possibilities for improving productivity

by a better use of available incentives? What methods and tools could be

used in bringing about changes in the use of incentives and disincentives?

How could they be used, what would be the implications of using them and

how desirable is their use? Are there attractive efforts in this area

that the Bank should finance?

The answers to the above kinds of questions relating to the behavior

of micro-units clearly underlie, or should underlie, our views about how

economies function. If we want to obtain a more serviceable understanding

of how available policy tools may be used more effectively to promote

economic development, we need to deepen our understanding of how the key

behavioral elements of economic systems actually behave.

What do individuals in various countries and in various economic

conditions need and want? What are their goals and objectives? What kind

of preference function do they have? What kinds of adjustments and efforts

will they make for various objectives?

What human resources do individuals in various countries and in various

economic conditions have? What skills are present that could be utilized

more appropriately? What kinds of human organization are already present

and what are their capabilities? What kinds of productive units would be

viable?

Research on behavior of decision making units and on human needs and

resources clearly requires the active participation of several kinds of

scientists and specialists? Thus sociologists, social psychologists and

anthropologists, as well as economists, and economic historians would have

much to offer. In addition, effective research on the above questions will

require a fresh look at existing data resources and data collection tools.

In my opinion, the outcome of such reexamination of data needs and 
data

collection tools will be to point up the need for data generated by ongoing,

panel, sample surveys in each region of major interest. In addition, the



possibility of using experimental techniques by themselves and in com-

bination with panel surveys needs to be explored and utilized where

possible.

In the above connection, particular attention is drawn to the third

paper in the Addendum, "Incentive and Disincentive Experimentation for

Income Maintenance Policy Purposes." The idea of serious use of well-designed

experimentation in development research is certainly not new, since it has been

used with great success in studying production functions at the micro-level

in agriculture. It also is true that individuals, such as George E. P. Box,

and Walter Salant, have been urging a wider use of systematic experimentation

in resolving issues facing policy makers in less developed countries.

Salant, for example, has urged use of experiments as a suitable technique

for locating causes of the sluggish performance of agriculture in many

underdeveloped countries. Perhaps, now that serious field experimentation on

behavioral responses to negative income taxes is going forward in this

country, it will be possible to move forward on a wider application of this

important tool of inductive research in less developed countries.

The need for, advantages of, and methods of a microanalytic research

strategy are developed in the Addendum. Suffice it to point out here

that, not only do we need research on decision making units in order to

model economic systems more successfully, and to supplement the work of

economic historians, we also need research on microunits, such as individuals,

and families, so that we may more adequately understand the needs, hopes,

and dreams of those we hope to benefit.
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Research Topics for the Operational Research Department

A substantial part of the Bank's operations and research center around

project selection and evaluation. How successful has the Bank been in selecting

highly productive uses for its funds? How do actually achieved yields com-

pare with predicted yields. Have the broader consequences of Bank financed

projects been highly favorable to development? Have Bank developed methods

of project selection and evaluation been found generally useful by industry

and governments in the less developed nations? Has the Bank fully availed

itself of the methods and tools used by highly successful firms in their

investment planning?

The pre-project evaluation work of the Bank has received and should

continue to receive much attention and resources. The varied and extensive

current activities of the Bank in the transportation area, for example,

bode extremely well for the future role of the Bank in evaluating and making

loans. Much of this work, such as that performed for the Bank by Professor

Alan Walters and by the Harvard Transportation Group under the leadership

of Professor John Meyers, is clearly breaking new ground and may help give

the Bank a great deal to offer member countries at least in the area of

transportation planning and evaluation. Unfortunately, the problem of

post-project evaluation has hardly been seriously tackled. This is an

area of critical importance and one which the Operational Research Depart-

ment, and perhaps the Inductive Research Department, should seriously consider.

Clearly any significant post-project evaluation is a difficult business which

will require much planning even before projects to be evaluated are carried

out.

What is the value for development purposes of various types of physical

and human capital? To what extent could development be promoted by altering

the present level and composition of investment in physical and human capital?

What gains might be achieved by improving replacement investment in physical

and human capital? Are significant gains through economies of scale potentially

available? Are there significant possibilities for improving the productivity

of existing capital? What methods and tools are available for use in bringing

about changes in the level and composition of investment in physical and

human capital? How could they be used, what would be the consequences, and

how desirable would be their use? What should be the nature of the Bank's

activities in these areas?
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The uneven geographical distribution of modern technology, the apparent

difference in capacities to generate innovations, and the obstacles to and

consequences of international transfers of technology have not yet been

adequately explained. What is the significance for development of various

kinds of research, research training, and research tools? Is is possible

that the financing and location of research is a potent factor affecting

the distribution, as well as the level, of world income? To what extent

could development be promoted by altering either the level, the institutional

setting, or the nature of activities devoted to knowledge acquisition,

diffusion, and transmission? What methods and tools could be used in bringing

about changes in these activities? How could they be used and what would be

the likely consequences of their use? Could development be promoted by

development of improved research tools for measurement, hypothesis testing,

estimation, and model formulation and use? Are there efforts relating to

knowledge acquisition, diffusion, and transmission which the Bank should

finance? What should be the nature of the Bank's activities in these areas?

Rapid population growth in some areas has become a matter of widespread

concern. What are the implications of rapid population control? What costs

and benefits could be expected to flow from alternative methods and proposals

for limiting population growth? Are there useful measures that the Bank

should take in this area?

In addition to needing research on problems relating to the evaluation,

granting, and disbursement of loans, the Bank also needs research having to

do with operational problems such as management of the Bank's liquidity

position, its future needs for funds, and the timing and placement of its

loans. The current development of the IBRD CASH FLOW MODEL is a research

effort aimed at providing a management tool for use in these areas.

The success of projects depends on how well they are managed as

well as upon how well they are selected and financed. How far the Bank should

become involved in research on management problems having to do with such

things as pricing, marketing, purchasing, production scheduling, and so on is

a moot point. Nevertheless, it seems clear that the Bank, even considering

only its narrow interests as an investor, must take some interest in such

matters. The Operational Research Department should, at least do enough
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research in these areas to enable it to pinpoint major areas of managerial

difficulties end breakdown, so that the Bank's top management can be informed

of serious d:fIiculties at this level. Perhaps the Operational Research

Department should go much further and seek the answer to specific operating

problems, such as how should a less developed country go about establishing

its credit and qualifying for access to the private capital market or how

should private and governmental enterprises within less developed countries

achieve suitable pricing and marketing of their products?

The above listing of research topics does not, of course, begin to

exhaust the range of operationally significant research problems which

deserve to be considered. Many old problems such as determining the cost

of tied loans, evaluating the merits of a program versus a project basis

for loans, considering the debt-service ratio as a measure of borrowing

capacity, measuring the capacity to absorb capital and innumerable other

problems are still far from solved and could well be suitable for inclusion

in a vigorous program of operational research. To be effective, however,

an Operational Research Department must be selective and at any given time

it must avoid trying to mount more than a handful of major research efforts.

In general, unless a research area is considered to be worth several. man

years of effort, it probably should be left to others.

Research Topics for the Economic Policy Research Department

In addition to monetary, fiscal, and exchange rate measures, nations

also use a wide variety of policies in seeking full employment, rapid growth,

price level stability, and a satisfactory balance of payments. What are

the implications and possibilities of alternative policies in seeking such

objectives? During the last decade, development policies of the less

developed countries have emphasized import substitution. How would alter-

native policies affect world income -- its growth and its distribution between

nations and individuals? Wht should be the role, advisory or otherwise,

of the Bank with regard to economic policies of member countries?

What are the limits and limitations of developmental finance as an

instrument for promoting development? To what extent should emphasis during
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the seventies be on trade? On grants? On equity investment? On loans?

How important is it to increase the fraction of aid given on a multilateral

basis? Is instability of foreign exchange earnings a serious impediment

to development? If so, what steps could and should be taken to reduce such

instabilities? What benefits and costs would be associated with the major

schemes put forth for stabilizing commodity prices and foreign exchange

earnings? To what extent could world income and its distribution be

favorably affected by efforts to influence the level, stability, direction,

form, and terms of trade, capital flows, and aid.

In recent years, balance of payments problems of member countries

have had a major impact on Bank financing as well as on the international

trade and finance policies of member countries. What are the implications

for development of existing arranagements for handling balance of payments

problems? Is concern for balance of payment problems a significant factor

promoting protectionism and decreased bilateral and multilateral aid and

finance? What would be the consequences for development of the various

major proposals for altering the present arrangements for dealing with

balance of payment problems?

The effect on the balance of payments of national policies in the

monetary, fiscal, price level, foreign trade and foreign finance areas,

and the constraints placed upon the exercise of these policies in repre-

sentative social contexts, have been widely discussed in the Bank and in

the International Monetary Fund, but firm knowledge is still scarce. Such

knowledge is especially urgent on the following points. What does

industrialization as a strategy for economic development contribute to

allocative efficiency and to flexibility of the adjustment process? How

do alternative international commodity stabilization schemes affect the

size, allocation, and stability of international resource flows? What

are the determinants of the direction, size, and composition of long-term

capital flows, and what are their implications for relative rates of economic

growth?

The foreign exchange position of a country, like the cash position of

a firm, often takes a dominating importance that dictates short-term adjust-

ments which distort or delay more basic programs. Balance of payments

problems may, for large countries as well as for small, disrupt their aid,
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development, monetary and fiscal policies for years at a time. Since

balance of paymnts difficulties arise from trade and capital movements

between countries, and adjustmants may trigger counter adjustments, the

problem is not amenable to piecemeal solution but requires a general

systems approach in an interacting set of national units. The achievement

of balance of payments adjustments between them needs furthermore to take

account of rigidities associated with national pride and the autonomy of

monetary authorities. Since the problem has many important implications

for econcmic development, an exploratory study of this area, hopefully in

cooperation with the International Monetary Fund has much to recomend it.

Could development be promoted by altering either the degree or the

nature of decentralisation of decision making and responsibility within

less affluent countries? What is the role and development value of

competition, a price system, and market mechanisms in enabling an economy

to be a satisfactory decision making system? Are there ways in which

decision making could be significantly improved? Are there attractive

efforts in this area which the Bank should finance?

Sensible answers to most of the questions raised in this sub-section

are very difficult to obtain and could hardly be given without the assistance

of sophisticated and well developed policy response models of national

economies and of the world economy. Implications of alternative proposals

and policies need to be identified and explored but initial experimentation

should be on models rather than on parts or all of the world economy.

Because of the need and the nature of the problems that must be faced

by the Economic Policy Research Department, this research group has no choice

but to try to develop satisfactory policy response models of the world

economy. They also may find it desirable to try to develop models of

selected national economies. Nevertheless, it should be recognised that

a reasonable degree of success will not coe easily or quickly. The degree

of success possible at this level is highly dependent on what is known about

the behavioral responses of households, firms, and the other basic components

of economic systems. Unfortunately, man's knowledge about such matters is

very limited and fragmentary at best.
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What About the Need for Forecasting

In addition to the need for evaluating alternative policies by

trying them out on a suitable policy response model before applying

them to a real economy, policy makers also could benefit by being fore-

warned of impending developments. The present situation is known only

with a lag and instruments work only with a lag. Therefore, if policies

are to be applied with fully optimum timing-, policy makers must be forewarned

of impending developments. Given a sufficiently realistic and complete

model of an economic system, such a model could be used to generate fore-

casts of future economic developments. The accuracy of forecasts obtained

in this way would depend on how adequately the dynamic behavior of the

economy was represented as well as on the assumptions made about outside

events that impinge on the economy.

Development of satisfactory models for unconditional forecasting is

to be desired and, if the Bank were to support research at a very high

level, development of such models would be a suitable function for a fourth

research department. In the absence, however, of very extensive research

support, two things should be taken into consideration.

In the first place, policy makers could, and in my opinion should,

learn to function intelligently without anything more extensive, in the un-

conditional forecasting line, than what can be provided by simple minded

projection of recent values of variables of interest. Policy making, without

some knowledge of responses to policy, is an absurdity. However, given such

knowledge,sensible policy making, based only on the observance of current

discrepancies between actual and desired, is certainly feasible. It is

no doubt true that policy makers could do a better job with than without

accurate unconditional forecasts. But even without such forecasts, most

things of interest to the Bank change so slowly that current needs are fre-

quently rather good guides to future needs.

In the second place, while admitting that policy makers could benefit

from good unconditional forecasts of the future, it is hard to escape the

view that such forecasting of economic variables of interest have rarely

been very successful except perhaps in the case of very short run

forecasts. Such success as has been achieved in short run forecasting
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could be i considerable value to those concerned with short run stabili-

zation prdiblems, b t hese are not the main concern of the Bank. When

it comes to long run unconditional forecasts of many economic values, it

may well be that a ccessful prediction of this type will never be possible

even for countrits pos&osing an exrellent set of national accounts data

going back several decades

If the above portrayal of the need for and possibilities of uncon

ditional forecasting .t the future are accepted, what should toa the Bank's

response to the situation? In my view, such projection. as are required

should be dne either C the Economias Department, along with its many

service, advisory, review, and policy analysis functions or by those who

need such projectiAons Ir any case, emphasis in this area should be put on

economic intelligen e aimed at more aceurately determining past and current

developments. Trenad projetions coiLd then be used, as they have been in

the past, to obtain desired forecasts of the future. At the present time our

so-called knowledge of te past and present is sometimes much more harmful

than our ignorance of te future.



May 28, 1968

Mr. Vincent P. Rock
Consultant
Executive Office of the President
Office of hwwgegy Planiing
Washington, D. C. 20504

Dear Mr. Rocks

Enclosed is the corrected proof of my paper.
I an afraid I couldn't find much to correct to justif
my own delay.

I would be pleased to have five copies of the
completed book. Please note xW present address.

Simaerely yours,

GOV H. Orcutt

GHroutti g

Encloswre (1)



May 28, 1968

Mr. John R. Meer
President
National Bureau of

Economic Research, Inc.
261 Madinon Aveime,
Now York, New York 10016

Dear John:

Thank you very much for your nice letter.

I am more than pleased to encloae the ton
copies you requested. The Addmanbm ia not
included but I could supply a few if they would
be useful.

With beat regards,

8incerS4 youre,

Guy H. Orcutt

GNrutti ag

Enclosures (10)
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May 24, 1968

Resources For the
Future, Inc.

1755 Massachusetts Avene, N.W.
ashingtm, D. C. 20036

Dear Sirst

I would be most grateful if you would send
me a single cOPY of No. 70 - UN!MPLOYMENT, E3DESS
CAPACITY, AND BNEFIT-COST CRITERIA, by Robert Aaveman
and John Krutilla (reprinted fram The Review of
kconomica and Statistics, August 1967, and November
197). I would also like very much to obtain a copy
of No. 71 - ECCKONMICS AND THE QUALITY OF THE ENVIRON-
MENT -- $OME iMPIRICAL EPUINCES, by Allen V. Kneesi
(rerinted frcm Social Sciences and the Environmant,

Yours sincerely,

Guy H. Orcutt

GHOrcutt teg



May 23, 1968

Mr. John B. Edwards
35 N. Hamzock Street
Lexington, Massachusetts

Dear Jack:

Do you suppose it would be possible to fill
this form in and bring it with you? I could have
it typad along with a copy for you after you arrive.
If necessary, the photograph could be added later.

As things stand now, I stongly hope to persuade
you to join us here in ashington as soon as possible.
However, to get the Bank to make you an offer, I will
need this form filled out.

I m looking forward to seeing you on Monday.

With best regards,

Sincerely yours,

GUY H. Orcutt

GHOrcuttiag



4a 17, 1968

Miss Agnes M. Whitfield
Manager
Education Division
C-E-I-R
Sanderson House
49-57 Berners Street
London Wl England

Dear Miss Whitfield,

In connection with my talk to the Model
Building SyMosium, June 25-27, 1968, please
reserve a hotel room for me for the four nights of
June 24 through June 27. I will be by myself
and will be pleased with modest accoamodations.

Yours sincerely,

Guy H. Orcutt

GHOrcutt i sg



May Ik, 1968

Mr. Henry David
Executive Secretary
National Research Council
Division of Behavioral Sciences
2101 Contitution Avenue
Washington, D. C. 20418

Dear Mr. David:

Enclosed is a copy of ny curriculum vitae which

you requested in your letter of May 9, 1968.

Sincerely yours,

Guy H. Orcutt

GHOrcutt:ag

Enclosures (1)



NaK7 8, 1968

Professor William Fellner
Department of Economics
Tale University
New Haven, Connecticut

Dear Will:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With beat regards,

Sincerely yours,

Guy H. Orcutt

GHOrcutt asg

inclosures (2)



May 8, 1968

Professor Irving Kravis
Department of Econmicu
University of Pennsylvania
Philadelphia, Pennsylvania

Dear Irvings

Enclosed is a draft of "Research and the World
Bank" along with an addmenm. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

OHrcatt sg

Eclosure (2)



May 8, 1968

Professor Daniel Suits
Department of Econewics
University of Michigan
Ann Arbor, Michigan

Dear Dan:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I an particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHOrcutttsg

Enclosures (2)



may 8, 1968

Professor Wolfgang F. Sto)pher
Department of Economics
University of Michigan
Ann Arbor, Michigan

Dear Wolfgang:

Enclosed is a draft of "Research and the orld
Bank" along with an addendum. I hope this matoria]
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VIII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHOrcutt sg

Enclosures (2)



Nay 8, 1968

Professor Ralph A. Young
Center for Advanced Studies
Wesleyan University
Middletoun, Connecticut 06457

Dear Ralph:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Ouy H. Orcutt

GHorutt : ag

Enclosures (2)



May 8, 1968

Professor Paul Samuelson
Department of Economics
Massachusetts Institute of Technology
Cambridge, Massachusetts 02139

Dear Paul:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
vill be of interest to you and I welcome ary suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Oictt

GIOrcutt tag

Enclosures (2)



May 8, 1968

Professor Peter B. Kenen
Department of Economics
Columbia University
New York, New York

Dear Petert

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am partiular7y con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Oroutt

GHOrcutt: ag

Enelosures (2)



May 8, 1968

Professor Robert Triffin
Department of Econonics
Yale University
New Faven, Connecticut

Dear Bob:

Frclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this materia4

will be of interest to you and I welcome any suggest ions
for making it more effective. I am particularly ccn-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Oreutt

GHOrcutt s:eg

Enclosures (2)



ma 8,v 1968

Professor James Tobin
Department of Economics
Yale University
New Haven, Connecticut

Dear Jim:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
vill be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely ymrs,

Guy H. Orutt

GHOrcutt zag

Enclosures (2)



May 8, 1968

Professor Richard Ruggles
Department of Economics
Yale Universitt
New Haven, Connecticut

Dear Dick:

Enclosed is a draft of "Research and the World
Bank" along with an addendm. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particu y con-
cerned about the present version of Section VII.

With best regards,

Sinc erely yourz,

Guy H. Orcut

Glrcutt: Sg

Fnclonurr7 (2)



May 8, 1968

Professor Kenneth Arrow
Department of Economics
Stanford University
Stanford, California

Dear Ken:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With beat regards,

Sinerely yours,

Guy H. tt

GWErcutt:sg

Enclosures (2)



may 8, 1968

Professor Robert Solow
Department of Economics
Massachusetts Institute of Technology
Cambridge, Massachusetts 02139

Dear Bob:

Enclosed is a draft of "Research and the World
Bank" along with an addendm. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Ouy H. Orcutt

GHnrcutv: ag

Enclosures (2)



May 8, 1968

Professor John Mayers
Department of Econoulca
Harvard University
Cambridge, Massachusetts

Dear John:

Enclosed is a draft of "Research and the World
Bank" along with an addndum. I hope this material
will be of interest to you and I welomrie any suggestions
for maxing it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely your.,

Guq H. routt

GHOrutt ag

Enclosures (2)



May 7, 1968

Professor R.chard Coves
Department of Economics
Harvard University
Cembridge, Massachusetts

Dear Dick:

Eaclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particula1.y con-
corned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcut

GHOrcutt zag

Enclosures (2)
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May 7, 1968

Professor Arnold C. Harberger
Department of Economics
University of Chicago
Chicago, Illinois 60637

Dear Arnold:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cared about the present version of Section VII.

With best regards,

Sincerely yours,

Gur H. Orcutt

GHOrutt sag

Enclosures (2)
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May 7, 1968

Professor Albert 0. Hirschman
Department of Economica
Harvard University
Cambridge, Massachusetts

Dear Alt

Enclosed is a draft of "Research and the World
Bank" along with an addeandm. I hop. that this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particular3y con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orutt

GH0rcutis ag

En!losures (2)
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May 71, 1968

Professor Mark Nerlove
Department of Economics
Harvard University
Caubridge, Massachusetts

Dear Maxk*:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regarde,

Sincerely yours,

Guy H. Orcutt

GHOrauttzsg

Enclosures (2)
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May 7, 1968

Professor Frank Fisher
Department of Economice
Massachusetts Institute of Technology
77 Massachusetts Avenue
Cambridge, Ma.sachusetts

Dear Franks

Eaclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particular4y con-
earned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

HOrcutt i ag

Enclosures (2)
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May 7, 1968

Professor David Johnson
Social Systems Research Institut.
Social Science Building
The University of Wisconsin
Madison, Wisconsin 53706

Dear Dave:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

Gl1rcutt zag

Enclosures (2)
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may 7, 1968

Professor P. N. Rosenstein-Rodan
Department of Economics
Massachusetts Institute of Technology
77 Massachusetts Avenue
Cambridge, Masachuaetts

Dear Professor Rosenstein-Rodaan

Enclosed is a draft of "Research and the World
Bank" along with an eAaddnm. I hope this material
wiill be of interest to you and I welcome ay mUggetiona
for ma.ng it more effective. I am partiou1arly con-
eorned about the present version of Section VII.

With best regarda,

Sincere24 yourgs

Guy H. Orcutt

GHOrsuttiag

Enclosures (2)
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May 7, 1968

Professor Harry Johnson
Department of Econcmics
University of Chicago
Chicago, Illinoia 60637

Dear Harry:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestiona
for mak-ing it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

'U H. Orcutt

GHOrcuttzag

Enlosures (2)
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May7, 1968

Professor Alexander Gerschuinkron
Department of Economics
Harvard University
Cambridge, Massachusetts

Dear Alex-

Enclosed is a draft of "Research and the World
Banmk" along with an addendum. I hope this material
will be of interest to you and I welcome any zuggestions
for maling it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sinaerely yours,

Guy H. routt

GHOrcuttzsg

Enclosures (2)
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'ay 7 , 1968

Professor Theodore W. Schultz
Department of Economics
University of Chicago
Chicago, Illinois 60637

Dear Ted:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome araq suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GEOrcutt ing

Enclosures (2)
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May 7, 1968

Professor Harveq Leibenstein
Department of Econoaics
Harvard University
Cambridge, Massachusetta

Dear Harveq:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
ill be of interest to you and I welcome any suggestions

for making it more effective. I am particularly con-
cerned about the presnt version of Section VII.

With beat regarda,

Siimerely yours,

Guy H. Orcutt

GHOrcutta ag

Enclosures (2)
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May 7, 1968

Professor Charles P. Kindleberger
Department of Economics
Massachusetts Institute of Tochnology
Cambridge, Massachusetts

Dear Charlie:

Eelosed is a draft of "Research and the World
Bunk" along with an addendim. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GMircutti ag

Eclosurea (2)
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May 7, 1968

Professor Evsuy Domar
Department of Economics
Massachusetts Institute of Technology
77 Massachusetts Avenue
Cambridge, Massachusetts

Dear ERsey:

Enclosed is a draft of "Researoh and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

auy$. Orcutt

GHOrcutt: ng

Enclosures (2)
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May 7, 1968

Professor Everett Hagen
Department of Usonumics
Massachusetts Institute of Technology
77 Massachusetts Avenue
Cambridge, Massachusetts

Dear Everett:

Eaclosed in a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome arq suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With beat regards,

Sincerely yours,

Guy H. t

GHOrutt: sg

ftelosures (2)
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May 7, 1968

Mr. Lawrence Krause
Council of Economic
Advisers

Executive Office of the
President

17th and Pennsylvana Avenue, N.W.
Washington, D. C.

Dear Larryt

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

04y H. Orcutt

GH0ructt:s ag

Enclosures (2)
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May 7, 1968

Professor Robert Baldwin
Brookings Institution
1775 Massachusetts Avenue, N.W.
Washington, D. C.

Dear Bob:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcoae any suggestions
fTr making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHrcutt :sg

Enclosures (2)
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May 7, 1968

Dr. Joseph Pechman
Brookings Institution
1775 Masachusetts Avenue, N.W.
Washington, D. C.

Dear Joel

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHDreutting

Enclosures (2)
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May 7, 1968

Dr. Kermit Gordon
Brookings Institution
1775 Massachusetts Avenue, N.W.
Washington, D. C.

Dear Kermit;

Enclosed is a draft of "Research and the World
Bank" along with an addendm. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly com-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHOrcutt:sg

Enclosures (2)
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May 7 , 1968

Dr. Walter Salant
Brookings Institution
1775 Massachusetts Avenue, N.W.
Washington, D. C.

Dear Walter:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for naldng it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Ou H. Orcutt

MOrcuttmsg

Enclosures (2)
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Mar 7, 1968

Professor Hollis Chener7
Department of Economics
Harvard University
Cambridge, Hassachmsetts

Dear Hollist

Enclosed is a draft of "Reearch and the World
Bank" along with an addendum. I hope this material
Vill be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHOrcutt lag

Enclosures (2)
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May 7, 1968

Professor Gottfried Haberler
Department of Economics
Harvard University

aGambridge, Massachusetts

Dear Gottfried:

Enclosed is a draft of "Research and the World
Bank" ulong with an addend=. I hope this material

ill be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

G1u H. Orcutt

GHOrcuttisg

Eb1losures (2)
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May 7, 1968

Professor Arthur Smithies
Department of Economics
Harvard Uiversity
Cambridge, Massachusetts

Dear Arthur:

Enclosed is a draft of "Research and the World
Bank" along with an addendmu. I hope this material

ill be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With beat regards,

Simerely yours,

Guy H. Orcutt

GHOrcutt:sg

Enclosures (2)
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May 7, 1968

Professor Simon Kuznets
Department of Economics
Harvard University
Cabridge, Massachustts

Dear Simon:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cezred about the present version of Section VII.

With best regards,

Sincerely your.,

Guy H. Orcutt

GHOrcutt:sg

Enclosures (2)
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May 7, 1968

Professor Charles C. Holt
Social Systems Research Institute
Social Science Building
The Univeruity of Wisconsin
Madison, Wisconsin 53706

Dear Charlie:

Enclosed is a draft of "Research and the World
Bank t along with an addendum. T hope this material
will be of interest to you and I welcome any Suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H . Orcutt

GBrcutt:sg

Enclowures (2)
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May 7, 1968

Professor Hans Schmitt
Department of Economics
Social Science Building
University of Wisconsin
Madison, Wisconsin 53706

Dear Hans:

Enclosed is a draft of "Research and the World
Bank" along with an addendum. I hope this material
will be or interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHreutt: ag

Enclosures (2)



24

I

I,

S:~H



May 7, 1968

Professor Thomas Wilson
Depart of Political Economy

and Institute for Policy
Analysis

University of Toronto
Toronto, Canada

Dear Tom:

Enclosed is a draft of "Research and the World
Bank' along with an addendum. I hope this material
will be of interest to you and I welcome any suggestions
for making it more effective. I am particularly con-
serned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

OHOrcutti ag

Enclosures (2)
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May 7, 1968

Dr. Alice Rivlin
Health, Education and Welfare
330 Independence Avenue, S.W.
Washington, D. C.

Dear Alice:

Enclosed is a draft of "Research and the World
Bank" along with an addendu. I hope this material
will be of interest to you and I welcome any suggestions
for zmking it more effective. I am particular3l con-
cerned about the present version of Section VII.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHOrcutts ag

Enclosures (2)
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May 7, 1968

Mr. Lester E. Gordon
Deputy Director
Harvard University
Center for International Affairs
Development Advisory Service
1737 Cambridge Street
Cambridge, Massachusetts 02138

Dear Mr. Gordon:

On behalf of Mr. amarck who is at present out of
the country, I am pleased to enclose a copy of the revised
"Status of Studies" for your information. If you are
interested in receiving a copy of any of the studies listed
in Part I of the enclosed document, please let me know.

Yours sincerely,

Samir K. Bhatia
Economics Department

Enclosure

SK~hatia/rk
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May 7, 1968

Mr. Gustav F. Papanek
Director
Harvard Univeraity
Center for International Affairs
Development Advisory Service
1737 Cambridge Street
Cambridge, Massachusetts 02138

Dear Mr. Papaneki

With reference to your letter of March 11, 1968, to
Mr. Sreedhar of this Department, I am enclosing for your
informati-on a copy of a document issued by the Economics
Department of the World Bank, entitled "Status of Studies",
which gives details of research 3tudies going an in the Economics
Department.

We hope to issue it every three mouths and have placed
your name on our mailing list. If you are interested in receiving
a copy of any of the studies listed in Part I of the enclosed
document, please let me know.

Tours sincerely,

Alexander Stevenson
Deputy Director

Economics Department

&iclosure

cc: Mr. Sreedhar

Khatiark
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Mr. H.J.James Dyck April 18, 1968

Alexander Stevenson

Economic Policy Bazie Group (Mr. Orcutt's memorandt= of April 17, 1968)

Will you please take the necessary action on the above-
mentioned memorandum.

cc: Mr. Williaxx (with copy of M4r. Orcutt's memorandum)

ASteven a



Mr. AlexneM Stevenom and APl 17 1M
Mr. H. J. Jon" Dyck
KW H. Owtt

If the soanic Policy Baie GroW is to beme evw a shadw
of a realitr during ti next year, it is essental tat profssor
Charles Holt be hired b the Bank for a period of at least me year.
It also is highly iPorbnt that Professor Nerrin Muller be hired
for as long a period as he is di"'I to eme.

The broad objectve of the Sona=mi policy Bsa@i Reseh GrOWp
is to rwauins the bases for the occon4 advice given by the World
Bank Group to its Nmber countries. It is Specifics,14 to rowndre
basic econad thory froM which such advice is darivd, it is to
fotuu1ate new bnothss and to subject the altemative to qnatmatis
mirica testing. mre feaible, a inmral qstmo %proach will

be used rather than partial analysis and in za;W cameo, the ystm
to be onsAidered abould be the world eo .

The general area of research of the lbomc*da poliy Basic Re
search Group dubW this A-zt year will be the i4af2is o of masro-
-aOn'i Policies OU development with pecifls attntion being focusad
o balane of pagment probl5m.

In recent year, balaM of pqpmts problems of Mabr Countries
have had a MaJor impact on Bank fanmaing as well as on the intomational
trade and finase policies of Member Countries. wat are the impli-
cations for developaant of exi asrtnnt for handlin balame
of pawment. problems? Is conern for bolanc of pagmnt problems a
aittJftsat feator pranoting protectiouirn and dereased bilateral and
Multiatal aid and finance? What would be the cosmequences for
deloayeast of the various Waaor pr posale for alteag the preset
arrangamnts for dealing with balance of papwnt problens?

The effect on the balems of pqaants of national policieg In the
monstar, fiscal, price 1wel, foreign trede and foreign fimanse a.,
and the costraints placed upon the uweiae of those policies in
r~ er ntativo sosial oamtea, have ben widel7 di -s-s- but fim
knowledge is still asarse. DS& klo efe is espeialy urgot on
the foloing paintat

(a) 1at does Undu trialsation as a strategy for seaminie
devaloment csntribute to a3e cative n cy and to flexibi Uy
of the adjustuet process?

(b) How do alternative intemational emnjodi staila13.os
scha*es affect the vise, allocatioa, and staeblity of InterataUrnl
resowme flows?



Mr. Alman' Stevenso and
Mr. H. J. Jame yk - 2 - pril 17, 1968

(a) What are the determinanto of the direction, size, and
composition of long-tem capital flowv, and what are their impli-
cations for relative rates of econo growth?

The foreign emchange position of a .outry, like the cash position
of a firm, often takes a dominating importance that dictates short term
adjustments which distort or d.laym ore basic programs. Balame of
payments problems ma7, for large countries as wonl as for mall, dirupt
their aid, development, nonetary and fiscal poliies for years at a time.
Since balance of payments difficulties arise from trade and espital
movatents between aountries, and adjustmns may trigger counter adjust-
mets, the problem is not =nable to pisecemel solution but requires
a general systems approach in an intracting et of national units.
The achievenent of balance of payments adjustments between them needs
furthermore to take aoount of rigidities awoociatod with national pride
and the autonomy of monetarq authorities. Since the problem has many
important implications for economio development, an sxplorator7 study
of this area, hopefuI4 in cooperation with the International Monotay
Fund has mch to reom4d it.

My research plan is to have Professors Holt, Muller, Scbmitt and
possibly one or two others work with me in a close knit model building
operation. The objective will be the design and implment a model
of the world econca which will seek to relate macro policy variables
of nations and of the World EAnk to criterion variables of interest
in considering the merits of present and proposed balance of pazaent
adjustment mehanimsa.

The objectives of the model building exercise will be to conduct
design studies and to facilitate a oontiming dialogue between policy
makers and international trade and finance theorists. Our strateg will
be to obtain a working model within the year and then use it as a basis
for improvment and for guiding essential inductive research.

All of the individuxls involved have overlapping competencies.
Nevertheless, It is to be wipected that S.mitt will specialise to
some extent on capital movements. Mfler will specialize in model
design, computer systems analysis, and computer implsantation of our



Xr, Alander Stevenson and
Mr. H. J. Jams Dok 3 - April 17, 1968

model, Holt will spei&Uz* in desigp of our esonamic model and an
use of it to investigate the functioning of alternative international
arrangemwnts In ombination with plausible national poliaies. I,
along with chmitt and Holt, will work on design and speeifisation of
the model and of simulation wiperimenta, design wiperiwnts, and
policy games which use the model.

We, of course, will draw heavily upon the existing literature
and we will *ek guidanc* on maW' points fron other staff mwmbge
of the Bank. In addition, we hope that Mr. R. R. Rhomberg of the
Fund will collaborate with us on our model building venture.

GOreuttisg



April 8, 1968

Professor Charles C. Holt
Social Systems Research Institate
Social Science Building
The University of Wisconsin
Madison, Wisconsin 53706

Dear Charlie:

Here is a xerox copy of "Research and the World Bank"

along with a start on a somewhat fuller presentation of some

research topics. Please send arq suggested revisions so that

I receive thm by April 15th if that is at all possible.

It was wonderful having you and Mary Lou here and ve

look forward to your being here this next year.

With best regards,

Sincerel

Orcutt

GH~rcutt sag

Enclosures (2)



April 5, 1968

Mr. John B. Edwards
35 N. Hancock Street
Lexingtonr, Massachusetts

Dear Jack:

This is just a note to acknowledge your letter of
March 19th and to inquire about your thesis plans.

First, what about your thesis? Are you planning
to finish up this spring? If so, what is the deadline
that you must make in terms of turning in your thesis?

Secondly, I want you to know that the results ybu
referred to in your letter of March 19th were of sub-
stantial interest to me. Apparently we only have to
look as far as heteroseedasticity to account for the
gross underestimation of mean square error which we
were getting.

Your letter didn't give any information about
whether or not using minimum estimated error variances
was optimum. Would use of only two or three explanatory
variables have been better?

I haven't been able to give our joint work much
thought for the last few monthsj however, starting in
a few weeks I hope and expect to be able to do so.
Perhaps by that time your thesis will be largely out of
the way.

With best regards,

Sincerely,

Guy H. Orcutt

GHOrcutt: ag
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March 19, 1968

Professor Charles C. Holt
Social Systems Research Institute
Social Science Building
The University of Wisconsin
Madison, Wisconsin 53706

Dear Charlie:

The By-Anuaal Report of the SSRI looks great

and is highly impressive. Could you please have

ten copies sent to me.

With best regards,

Your. sincere3y,

Guy H. Orcutt

GHDrctt : g
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a&- ea.vitIos. I foon th ae of deoustOv N Immuve

h a bit esbeoeewe. It seae to m 4=oodbl to Angst out trm a
p-'ly 1mkwtivo chi dbies of varimhIAM A - , & th*097, that le,

co- Esps YhAt ym mm bm IVN1atIO Is equi lnt to "fisbng"
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An Mlorstor BSem on the Nature of Research and
teProbe of ilfsNM4W*aU0n MEhi

and Ordered Zn:ronment
or

Research wiGxin the Bank

1. Research by its very nature is an expansion of knowldge into areas
which only speculative or probabilistic information is available. In a sense
it is analogous to traveling on a road system in which one has only a vague
hunch as to the ultimate destination. The approximate area of destination may
be known but the route is uncertainj at times there are forks in the road and
sanetimes the right hand fork is taken and sometimes the left hand fork. Often
the nature of the route leads to a change in destination, or perhaps if the
destination is not changed to the marking out of an interesting sideroad for
future Journeys. Umder these conditions it is extremely difficult to work out
a well ordered itinerary. The analogy to the administration of research is
obvious; the administration has to work out an itizerary for a journey of un-
certain destination and even more uncertain route.

2. At first glance it would appear that to administer research is a
contradiction in terms and indeed scoe experience in this institution would
provide the casual empiricist with sufficient evidence to bolster this
conclusion. If this were to be the case it would be difficult for an institution
such as the Bank to conduct imaginative and productive research given the
premium placed upon a well ordered chain of .snand with everything in its
proper plane. This is not an attribute unique to the Bank but is endemic to
any bureaucracy. The obvious conclusion is that such unorganisable activities
as research should be left to the unorganised people who inhabit our unorganised
universities. Thishowever, is an excessively negative oonclusion but it
illustrates what may happen to research within the Bank if it fMs to produce
results. ( The ter* research, as it is used here, does not, of course, refer
strictly to the "non country" work of the Bank but rather to the whole spectrum
of Bank activities of a non-routima nature).

3. It would be unfortunate if this were to be the result for the Bank is
in a unique position to bring together experienced personnel, research problems,
finances, and information. At the same tam the function of the Bank is such
that it is in a position where the results of such a mixture can have practical
application not only in its own work but also on the world wide effort at
development.

4. Two questions need to be answered if the negative aspects of the problem
presented above are to be countereds

a) Can research be conducted within the institutional framework of
the Bank?

b) What modifications of current practice would be necessary to ensure
that a meaningful program is carried out.

The first of these questions can be answered by azmaining the practices of those
institutions which do in fast conduct a large volume of the research that takes
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place In the world today. These institutions include governasments, universities
and private oorporations and certainly neither the *is* of the bureaucracy of
these institutimons nor their mndemic desire for an orderly environent appears
to be a major obstacle. The U.S. Defense sta isate is probably the largest
and most productive research institution in the world. The Bank might find it
useful to e=uim the administrative procoderes of such institutions a, for
exampl, the Rand Corporation.

5. The most distinguish feature of large institutions which support a
sucoesful research estab3.shmuet is the reliance upcn providing correct ineentives
as their major tool in admnitering reearch programs. The analogy of the road
journey is again appropriate here, it is difficult if not impossible plan the
itinerary of the trip but it is possible to see that the traveller has to correct
incentives for making his decision when he reaches the unw m fork in the road.
In the case of research this involves providing the appropriate monetary or
other form of rewards for the correct decision, that is, the activities that
produces deairable results. This means that the ainr tration cannot end should
not follow behind each step of the traveler but rather should wait for him at
the end of the journey with the appropriate reward.In terms of a research program
this means that sufficient confidence on the part of the administrator* must
exist in those carrying out the task. Thi3, of course, places the major burden
of research administration on the hiring and firing policy of the institution.
It also requires that the institution be prapared to accept tb costs involved
in the (hopefuly) occasional stroll down the wrong pathway. This, however,
appears to be an inescapable coat inherent in thr nature of research and one
which evcn large cosmrcial institutions are prepared to accept.

6. The first question, as can be seen from the answer above, was the
more general me and thas more amendable to immeping solutions. The second question
asks for particulars and thus is the more difficult question to answer. The anw
to the first question is that the correct rules of the pm mst be established,
the anmar to the second qstion must be in a list of these rules. The dlamssion
below is not meant as a criticis= of current Bank policy or persoawl but rather
is intanded to help fill a need which has long been recognised at all levels
within the Bank. The recent establis~hmnt of a new admintrative department is
a case in point.

7. On@ of the first and perhaps the most Important steps to be taken is
to establish better lines of oraini.cation within the 3conmiwca Department and
between the Eoonadcs Departmant and other departaents within the Bank. At
present, harking back to the road analogy, a person trying to angage in research
finds himself in a hopeless mase. Occassionally, by accident he stumble across
other membern :f his dopzrtment = other dapartments wondering in the same mase
and they may sit down and figure a way out of the mase only to find they are
unable to take any action because they each have to go back to their original
starting pont to consult with their respective travel agents who by the nature
of their function are generalists with neither the time nor the ba*cgrVd to
adequately appraise the problems that have arisen. A recent suggestionzith

V Otto aise, limo to Collier; Review of Country Bonamic Report., Nay 16,1967.
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respect to the fwuctounin of the Econaic Sub-Cciiittee would ppear to go
a long way in solving the difficulty in sae areas. Perhaps an extezsion of
thi schems to the somamics of specific projects would be of great aid to the
overburdened Projects Dspartment.

8. Another part of the save problem is the one way nature of the
ccnunicatioan channels, a feature coaon in organizatior. with a "oansnd frum
above* enviroment. This may be neoesary for most of the %ank's operation.
but in those areas or departments where research is emphasised a good del more
flexibility would be desirable. This is particularly true in the initiatio
of research projects. At present most of the initiative ocnes frm above in the
sense that research project. are passed d&m to those actually doing the woek.
The result of this is that the project itself then beccmes above criticinm fraM
all but the most senior staff who are able cly to focas on the most geraral
aspects of such a project and not the dataila which am often the critial part
of research. This means that proposed research projects eamaps the close scratinq
of the working staff ( as distinguished frcm those who have to devote a large
=ount of tine to adnistrstive matters) wich is in a position by nature of
its trainin to pass judgiment on the relevanceo and uning of the proposed
project.

9. A possible solution to this difficulty and one that would also 1Aprove
oenmi cations among staff members (both within the Dept wnt mnd between
departments) is t- hold inf rmal workzin sessions or seints at all stages of
axW resaarch project. This would mean that ny research proposal would have to
be discussed by the interested staff and those vho plan to undertake the research

should be prepared to defend the proposal fram the criticism of tveir oolleagues,
and at the same time woiul - e ceive their 3dvice andi ideas. This is not a novel
proposal but simply outlines the "work-shop" method used at most of the major
universitias in this cAmtry. The work-shop approach would avoid work being done
on badly conceived projects and at the Sam time by subjecting this work to
periodic review would increase the Incwntiver for a higher level of profossionul
onnpetence. It also has the advantage of exposing the occasional blind alley
into which a project may drift mnabling a curtailment of the work rather than
the present system which pushes work forward until it produces a useless paper.

10. This type of organizational structure of research work does, of course,
make life a good deal less ctmfortable for the professional staff in that it
eOsPes their performance levels to the view of both their colleagues and
the adainistration and in order to mrake it work effectively inqentivem have to
be provided. The beat incentive can be provided by taking the work of such
session Beriously, that is, by considering them an important indicator of
professional conpetence and by using them as a guide in formulating the direction
cf research work. are must also be taken to make sure that such sessions do not
beacme over-formalised, that is, that there is sufficient give and take smong
participants, regardles of place in the organizational hierarchy.

11. A further use of this type of organisational structure is to use it
as a platform for reasiving research ideas fram belor, that is, to bring to light
sa.e of the interesting pathways that either mission work or other research work



has revealed. At present it is difficult for a staff member to put forth any
interesting ideas for father investigation because he does not always have the
ear of those who oould make it possible for him to be given the time and re-
sources to pursue his ideas further. Attempts to pursue ideas or to work out a
research proposals awts with hostility within the Department or in other
departments simply because it has no official blessing and because the appropriate
comittees etc., have not been set up. It is difficult under these conditions
to formulate intelligent and useful research proposals as all attempts at
independent initiative are likely to be frustrated.

12. The above few paragraphs should not be eonstrued as advocating the
abdication of the managerial functions in research work but simply suggsts that
it must be tailored to the type of work that is being done. In an institution
where the fruits of research have practical relevance one of the major manage-
rials task*s is to see that this work follows lines that are useful to operation-
al activities but as has been suggested this *an be done by providing the correct
incentives.

13. An important task of the managers is to see that resources are dis-
tributed in such a fashion as to yield the maxim= rate of return to the total
research effort. This is not an easy task and is a problem that has no simple
solution. Recently scme emphasis has been placed on alternative cost concepts,
that is, a research projects is thought of in terms of the number employed,
travel costs, costs of consultants, etc. This, however, is only one side of the
coin and ee attempts should also be made to evaluate the benefits as, for
exaple, the possible impact upon Bank policy in the allocation of its resources
to member countries. Then too, the much berated asswmption of the classical
econamists, that of full employment, is used in calculating alternative costs
and one suspects that this may not always be the case. Mider current organization-
al practices a good deal of underemployment is possible.

14. To conclude, as was stated in the title this has been an exploratory
essay the purpose of which has been to stimulate rather than criticize. There
seems to be a general awareness of all of the problems discussed here and it is
hoped that this brief essay will help to focus this awareness into a more concrete
form that will make a solution possible. At the very least it is a topic worthy
of some discussion.

June 28, 1)67

AChurchill/hdz
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March 15, 1968

Professor Martin David
Institute of Social and

Esonomic Research
University of York
Heslington, York, England

Dear Martin:

Thank you for the suggestion concerning Robert
Hammond. As things stand now, I do not know of a
suitable opening for him in the Bank. However, I
am sending your letter and his statement to Mr. James
Dyck of the Bank's Administration Department. If he
wishes to follow up on this matter he will contact
Mr. Hammond through you at the University of York.

I enjoyed hearing from you and look forward to
seeing you and Betsy. I am not sure how things will
work out, but I am scheduled to give a talk for CEIR
in London during June 25-27. Perhaps we can get
together the following weekend.

When you see Dick give him my regardsj also
give him a shove towards doing something about the
book.

Give my love to Betsy.

Sincerely yours,

Guy H. Orcutt

GHOrcutt : ag

cc: Mr. James Dyck
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March 15, 1968

Professor Randall Hinshaw
Chairman
Graduate Faculty in Economics
Claremont Graduate School and
University Center

Claremont, California 91711

Dear Professor Hinshaw

I am pleased to learn that the prcmotion of
Stanley Warner to the rank of full professor has
been proposed. He is an outstanding young
econometrician and should continue to be a source
of strength to the Claremont Graduate School. I
have particularly enjoyed some of the nice vork he
has done on multivariate regression with dumnu
variates. I hope that he will be promoted and that
you can hang on to him.

Sincerely,

Guy H. Orcutt
Senior Advisor

GHrcutt: ag



March 13, 1968

Professor John Gurley
Managing Editor
American Econanic Review
Stanford University
Stanford, California 94305

Dear Johns

I am delighted that "Data Aggregation and
Information Loss" by Guy H. Orcutt, Harold W. Watts,
and John B. Edwards and "Incentive and Disincentive
Experimentation for Income Maintenance Policy Pur-
poses" by Guy H. Orcutt and Alice G. Orcutt have been
accepted for publication this year.

Enclosed are the two abstracts which you requested.
Please note that the specific issue of the AEA in which
they will appear needs to be filled in after it has been
determined.

The Social Systems Research Institute of the
University of Wisconsin may want to obtain 300 copies
of each paper for inclusion in their reprint series.
If this should be the case, who would be the person
at AAA to contast and when should this be done?

Sincerely,

Guy H. Orcutt

Enclosures (2)

GHrcuttsag



March 12, 1968

Mr. Mario S. Brodersohn
Director
Instituto Torcuato Di Tella
Centro de Investigaciones Econmmicas
Virrey del Pino 3210
Buenos Aires 26 Argentina

Dear Mr. Brodersohn:

I would be most grateful if you could send

me a copy of "Activities of the Center for Bconomic

Research of the Torcuato Di Tella Institute in the

Period 1960-1966."

Tours sincerey,

OGy H. Orcutt

G3rcutt sg



March 1, 1968

Professor Mervin E. Muller
Director of University of Wisconsin

Computing Center and Professor of
Computer Sciences

1210 W. Dayton Street
Madison, Wisconsin 53706

Dear Merri

Since matters have developed in a favorable direction,
I am very anxious to have you join me in the World Bank for
one year, two years, or on a permanent basis if that seemed
desirable. I cannot make an offer on my own so please do
not misinterpret this letter. Nevertheless, the way has been
cleared to proceed with the setting up of an Economic Policy
Basic Research Group and I am certain that you could make an
enormous contribution.

In order to proceed, the Bank's Personnel Division must
have a filled in copy of the enclosed Personal History Form.
I hate to bother you with this but it cannot be avoided. If
you could return it promptly, I believe that the Bank could
then begin to move quite rapidly.

I have also enclosed several papers which may interest
you. The one on the Economic Policy Basic Research Group
was written to bring this matter to a head and to start things
rollIng. It, as well as the one on Research and the World
Bank, should be regarded as drafts. The other papers relate
to things I was working on before arriving here. If you
joined me, one direction we might like to push in would be
the use of experimentation in studying economic development.
If so, I would be very anxious to take full advantage of the
work being done by Box and Hunter. Another area of mutual
interest might be economic development and international ad-
justment policy games and simulation models.

Please let me hear from you as soon as it is convenient.

With best regards,

Sinc 7,

Guy H. Orcutt

Enclosures (10)
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March 11, 1968

Professor Ian Donald Terner
Assistant Professor of City and

Regional Planning
Gra~iate School of Design
Harvard University
Robinson Hall
Cambridge 38, Massachusetts

Dear Professor Teruers

Enclosed is the final outcne of my effort to see
if the Bank couldn't be helpful ]a response to your
letter of February 2. I am afraid that this isn't of
much helpbut I thought that you would want to know
what happened.

Sincerely yours,

Guy H. Orcutt

GHOrcut : ag
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March 1i, 1968

Dr. Janoa Kornai
Institute for Matheatical Studies

in the Social Sciences
Serra House, Serra Street
Stanford University
Stanford, California 914305

Dear Dr. Korai:

As far as I ean deterine at this time, I expect
to be in Washington on Friday, the 26th of April and
would be pleased to see you if that fits in with
your schedule. If you are free for lunch on that
day, I, and a few of my colleagues, would be pleased
if you would join us.

Sincerely,

Guy H. Orcutt

GHOrcutt iag



March 11, 1968

Professor Charles C. Holt
Social Systems Research Institute
Social Science Building
The University of Wisconsin
Madison, Wisconsin 53706

Dear Charlie:

Matters are developing in a favorable direction in
the Bank and I am very anxious to push things along con-
cerning your joining us for one or two years or longer.
In order to proceed, the Bank's Personnel Division must
have a filled in copy of the enclosed Personal History
Form. I hate to bother you with this but it cannot be
avoided. If you could return it promptly, then I believe
that the Bank could begin to move quite rapidly.

I have enclosed drafts of two papers which may be
of some interest to you.

It would be very helpful to me if you could send
me a copy of the annual camparative salary tabulations
which Dave Johnson gets from the Cartel. This is the
set of tabulations for the twenty-five or so leading
economic departments. I need this to encourage the Bank
to stay competitive at the upper end of the salary scale.

With best regards to you and your wife.

Sincere3y,

Guy H. Orcutt

Enclosures (8)

P.S. Under separate cover I am sending the
final draft of three papers which may
be of some interest to you.

GHOrcutt asg



March 11, 1968

Mrs. Dorothy Machigashira
Departaent of Econcmics
Room 6459A, Social Science Building
University of Wisconsin
Madison, Wisconsin 53706

Dear Dorothy,

Enclosed is a UWC statement which I received for
January 1968. Would you check to see if this is a
legitimate charge? I didn't realize that I was having
any work done by UWCC. If the charge is even remotely
legitimate, please make out the appropriate transfer
fund for my signature. Also please ask UWCC to close
out any account numbers which I may happen to be
responsible for unless you know of some good reason for
keeping them open.

With best regards,

Sincerely,

Guy H. Orcutt

GHOrcutti ag

Enclosures (1)



March 11, 1968

Professor J. D. Sargan
The London School of Economics

and Political Science
Houghton Street
Aldwych, London, W.C.2 England

Dear Professor Sargant

Thank you for your suggestion about Mr. Ray B Fron.
He sounds very attractive but as I have left academic
life, I cannot be very helpful.

If you hasnm't already done so, I would suggest
contacting Arthur Goldberger at the University of
WIsconsin in Madison. As you may know Art is very
interested in the estimation of sets of demand re-
lations.

Sincerely yours,

Guy H. Orcutt

GHOrcuttseg



March 8, 1968

Professor Andre Daniere
Research Project on the Structure

of the American EUon=y
Department of Economics
Harvard University
1583 asachusetts Avenue
Cambridge, Massaachusetts 02138

Dear Andres

Thank you for your letter of March 1. It was a pleasure
to have you with us and our milk supply held up in fine Bhape.

If you are interested in joining me at the Bank I am

very interested in having you do so. Furthemore, as things
have developed, I feel confident that an offer will be forth-

crming in due course. However, as I am sure you understand,

any offer nut come from the Bank and cannot come from me.

your interest in working on basic indactive research
is something I approve of and believe in. Cost-benefit analsis
and inyvestment decision models in the area of human resource
development would be of great interest to me and should be of

substantial interest to the Bank. If we could jointly push
some well designed experimentation in the education area, for

wample, I would be delighted.

Enclosed is a personal history form which must be filled

in before we can proceed. I know that this is something of
a bother, but I do hope that you can fill it in and air mail

it back with in a day or so. Someone in the Personnel Depart-
ment will check your references by phone and then we can have

you come down again as soon as you can arrange to do so.



Professor Andre Daniere - 2 - March 8, 1968

Now that I have clearance on filling several slots, I have
been assured that things can move very rapidly.

With best regards,

Sincerely,

Orcut 61-)

Enclosures (6)

P.S. Enclosed is the document I put together to obtaihe
go-ahead sign. Please don't regard it as very likey
that all of the specific individuals mentioned will
be joining the Bank staff.

GRDroutta ag



February 15, X968

Dr. Janos Kormai
Institute for Mathoatical StudjeA

in the Social Scisnoes
Serra House, Serra Strest
Stanford Uiversity
Stanford, California 94305

Dear Dr. Kornais

Since I am no longer at the University of Wiaconsin
I have forwarded a copy of your letter to Professor Charles
Holt, the current Chairman of the Social Systms Research
Institute. I an certain that he and others at the University
of Wieconsin would be honored and pleased to have you visit
then. They easily can arrange a hotel reaervatiou.

If you should find it possible to visit Washington,
D.C., I, along with others, would be delighted to see you.
Pleas. let a* kow if you do find this possible.

ider separate cover, I am sending you some resent
papers which I recently seat to Nmgary for you.

Sincerely yours

Ouy H. Orcutt

GHOroutt tak



February 1, 1968

Mr. Robert Farber
College of Business Administration
University of Illinois
Urbana, Tinois

Dear Bobi

Enclosed is a copy of what I hope is the
final draft of the paper on experimentation which I did
with qW daughter. I hope that you do not object to the
way in which I used your name.

Also enclosed you will find copies of the final
drafts of some other p sers which may be of interest tp you.

Sincerely yours,

Guy H. Orcftt

GHOrutti:g

Enclosures (S)



Februar7 1, 1968

Mr. James Duesenberr7
Council of Econamio Advisers
Exeeutive Office of the President
Washington, D. C.

Dear Jim:

EDclosed is a copy of what I hope is the
final draft of the paper on exPerimentation
which I did with my daughter. I hope that you
do not object to the way in which I used your
name.

Also enclosed you will find copies of the
final drafts of some other papers whtch ay be
of interest to you.

Sincerely yours,

Guy H. Oroutt

GHrcuttI ag

Enclosures ()



February 11 1968

Professor Martin David
Institute of Social and

Economic Research
University of York
Helington, York, England

Dear Martin:

Enclosed in a copy of what I hope is the
final draft of the paper on experimentation
which I did with my daughter. I hope that you
do not object to the way in which I used your
Dime.

Also hmalosed you ill find copies of the
final drafts of se other papers which may be
of interest to you.

Sincerely yours,

Guy H. Orcutt

GHOrcutt: ag

Enclosures (5)



Februar7 1, 1968

Professor Robert Laan
Department of Economics
Miveraity of Wlisconsiii
Madison, Wiconsin

Dear Bob:

Enclosed is a copy of vhat I hope is the
final draft of the paper on sperimntation
Which I did with M7 daughter. I hope that you
do not object to the Wy in Which I used your
name.

Also enclosed you wii find copies of the
final drafts of some other papers which maq be
of intwrest to you.

Sinnwr7 yours,

Guy H. Orcutt

OHMrauttius )

Enlosures (5)



Februaz7 1, 1968

Professor Robert M. Solow
Department of Economica
Yassachusetts Institute of

Technology
Cambridge, Massachusetts 02139

Dear Bob:

Enclosed is a copy of what I hope is the
final draf t of the paper on exprimentation
wich I did with ny daughter. I hope that you
do not object to the way in which I used your
name.

Also enclosed you will find copies of the
final drafts of saie other papers bhich may be
of interest to you.

Sincerely yours,

Guy H. Orcutt

GHOrcutt ag

E9closures (5)



Februiary 1, 1968

Professor Henri Theil
Director of the Center for Mathamatical

Studies in Business and Economics
Graduate School of BEisiness
University of Chicago
Chicago, 1linois 60637

Dear Henri:

Enclosed is a copy of what I hope is the
final draft of the paper on experimentation
which I did with my daughter. I hope that you
do not object to the way in which I used your
name.

Also enclosed you will find copies of the
final drafts of some other papers which may be
of interest to you.

Sincere yours,

Guy H. Orcutt

GHOrcutttag

Eclosurea (5)



February 1, 1968

Mr. William White
Research and Statistics
International Monetary Fund
19th and H Streets, N.W.
Washington, D. C. 20431

Dear Bill:

Enclosed is a copy of what I hope is the
final draft of the paper on experimentation
which I did with ny daughter. I hope that you
do not object to the way in which I used your
name.

Also enclosed you iill find copies of the
final drafts of some other papers which may be
of interest to you.

Sincerely yours,

Guy H. Orcutt

GHOrcutt:s g

Enclosures (5)



February 1, 1968

Professor Harold Watts
Director
Poverty Institute
Social Science Building
University of Wisconsin
Madison, Wisconsin 53706

Dear Harold:

Enclosed is a copy of ihat I hope is the
final draft of the paper on experimentation
vhich I did with my daughter. I hope that you
do not object to the way in which I used your
name.

Also enclosed you will find copies of the
final drafts of some other papers which may be
of interest to you.

Sincerely yours,

Guy H. Orutt

GHOrcut s ag

Enclosures (5)



February 1, 1968

Professor James Tobin
Cowles Foundation for Research

in Economics
Box 2125
Yale University
New Haven, Connecticut 06520

Dear Jim:

Eiclosed is a copy of what I hope is the
final draft of the paper on experimentation
which I did with my daughter. I hope that you
do not object to the way in which I used your
name.

Also enclosed you will find copies of the
final drafts of a ce other papers which may be
of interest to you.

Sincerely yours,

Guy H. Orcutt

GHOrcutt tag

Enclosures(5)



January 31, 1968

Prof essor William Baumol
Department of Economics
Princeton University
Princeton, New Jersey

Dear Bills

Enclosed is a copy of what I hope is the final draft
of the paper on experimentation which I did with my daughter.
I hope that you do not object to the way in which I used
your name.

Also enclosed you will find copies of the final
drafts of some other papers which may be of interest
to you.

Sincerely yours,

Guy H. Orcutt

GHDrutttag

Enclosures (5)
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January 31, 1968

Professor Edwin Kuh
Department of Economics
Massachusetts Institute of

Technology
Cambridge, Massachusetts

Dear Edwin:

Enclosed are a number of papers which I

hope may be of interest to you.

With best regards,

Sincerely yours,

Guy H. Orcutt

GHOrcutt: sg

Enclosures (5)



January 31, 1968

Professor John Gurley
Managing Editor
American Economic Review
Stanford University
Stanford, California 94305

Dear John:

Enclosed are the revised and I hope final drafts
of:

1. "Incentive and Disincentive
Experimentation for Income
Maintenance Policy Purposes"

2. "Data Aggregation and Information
Loss"

As far as I can tell, both papers are in a proper form
for publication. In the case of the paper with Watts
and Edwards, we made the necessary adjustments to conform
to your style instructions but did little else except
to correct a few minor errors which we discovered in
going over it very carefully.

In the case of the paper with my daughter, the
changes were more substantial, since we did our best
to take account of the comments and questions which you
and others were kind enough to send us. As you will
notice, I have dropped the original appendix as you
suggested and incorporated two or three pages from it
in the main body of the paper.

Along with two copies of each of the two papers
which are to be published, I have enclosed two copies
of a new appendix to the paper on experimentation.
This new appendix is based on work -which I did a year



Professor John OurlqW - 2 - Januaz7 31, 1968

ago and has been put in this form as a result of a
suggestion from Bob Solow. My initial thought in
developing it was to substitute it for the original
appendix. However, upon reflection, I rather doubt
if this would suit your interests as an editor.
This being the case, I have marked it "For private
circulation. " If you thought it was desirable to
do so, some note could be put in the published version
which indicated that this appendix was available upon
request.

Sincerely yours,

Guy H. Orcutt

GHOroutt asg

En.losures (6)



January 31, 1968

Professor Paul Samuelson
Department of Economics
Massachusetts Institute of

Technology
Cambridge, assachusetts

Dear Paul:

Enclosed are several papers which I hope may
be of soe interest to you. In particular, I iould
like to draw your attention to the one on experi-
mentation which I did with my daughter.

With vanm regards to you and Marian,

Sincerely yours,

Guy H. Orutt

GHOrcutta ag

Esnciosures (5)



January 31, 1968

Dr. J. Kornai
Conputing Centre of the Hungarian

Academy of Sciences
Budapeat, Hungary

Dear Dr. Kornait

Thank you very much for "athenatical Programming
as a Tool in Drawing up the Five-year Economic Plan"
Which you so kindly sent me. I think it is a very useful
paper.

I am very sorry that the materials wich I sent you
last year did not arrive. In any case, I will try again
and hope that we have better luck this time. The papers
which I am sending to you under separate cover are:

1. "Incentive and Disincentive
Exerimentation for Income
Maintenance Policy Purposes"

2. An appendix to the paper
"Incentive and Disincentive
Experimentation for Income
Maintenance Policy Purposes"

3. "Data Aggregation and Information
Loss

4. "First Order Autoregression:
Inference, Estimation and
Prediction"

5. "Research Strategy in Mode-lhng
Economic Systems

6. "Microeconomic Analysis for Prediction
of National Accounts"



Dr. J. Kornai 2 -Janua7 31, 1968

If you have oaion to write me, pleas. note that
I an now a Senior Adviser at the International Baj* for
Reconstruction and Development and that my prmsent address
ist

1818 H Street, N.W.
Room F-1350
Washington, D. C. 20433

Sincerely yours,

Guy H. Orcutt

GROrcuttmag



Januaiy 30, 1968

Miss Soma Golden
Business Week
330 W. 42nd Street
New York, New York 10036

Dear Miss Golden:

Enclosed is a copy of the paper on "Incentive
and Disincentive Eperimentation for Inceme Maintenance
Policy Purposes" which I prumised to send you. I have
also enclosed an appengix to this paper which we have
prepared for private circulation, as well as two other
papers which may possibly be of personal interest to you.

Sincerely yours,

Guy H. Orcutt

GHOrcutt ag

Enclosures (4)



January 30, 1968

Dr. Gary Fram
The Brookings Institution
1775 Massachusetts Avenue, L.W.
Washington, D. C. 20036

Dear Gary:

I look forward to attending the two-day conference
on Friday, March 22 and 22nd.

Enclosed are a number of papers which may be of
some interest to you.

Sincerely youra,

Guy H. Orcutt

GHorcutt:sg

Enclosures (5)



January 30, 1968

Professor Evalyn F. Segal
Department of Psychology
University of Illinois at Chicago Circle
1828 N. Cleveland Avenue
Chicago, Illinois 60614

Dear Prof. Segalt

Enclosed is a copy of a paper on experimentation

uhich Harold Watts suggested that I send you.

Sincerely yours,

Guy H . Orcutt

GHOrcutt ag

Enclosures (2)



January 30, 1968

Professor Carlisle P. Runge
Director
CIC Council on Economic Growth

Technology, and Public Policy
2569A University Avenue
Madison, Wisconsin

Dear Carl:

Enclosed is a copy of a paper on eperimentation
which I did with ny daughter. I an sending it at the
suggestion of Harold Watts who said that you might
possibly have some interest in it.

With best regards,

Sincerely yours,

Guy H. Orcutt

GOrcutt t ag

Enclosures (2)



Januar7 30, 1968

Professor Prom S. Satsangi
Electrical Eagineering Department
University of Waterloo
Waterloo, Ontario, Canada

Dear Prof. Satsangi:

Eaclosed is a copy of a &per on .perimentation

which you requeated.

Sincerely yours,

OGy H. Orcutt

GHroutt:sg

Enolosures (2)



Janual7 22, 1968

Professor Dorothy J. Hodges
Managing Editor of Economtrica
Department of &oOnies
University of Wisconsin
Social Science Building
Madison, Wisconsin 53706

Dear Dorothyt

Last October I received word from Bob Strats that AW
paper with Herbert winurs, "First Order Antoregressions
nference, Estimation, and Prediction" had ben accepted

for publication and was tentatively scheduled for the
July 1968 issue of loonometrica. No changes were requested
but in going over it carRfl~and in responding to suggestions
from others, Herbert Winokur and I were led to make a number
of minor changes.

We hope that this letter reaches you before anything
has ben sent to the printer, and that you will substitute
the enclosed version for the original submission. Two copies
are included but additional copies are available if they
vould be of any use to you. I hope that this request will
not inconenisme you, but in any case, please let me know
what you do.

With best regards,

Tours sinsere3.y,

Guy a. Orcutt

GHOrcutt sg

Enclosure (2)
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Mr. Nandyam A. Sreedhar January 11, 1968

Ouy R . Orcutt

ProJection of Automobile Doand
in 1%eVzOPEng 3ounRien b Wr. A l sn der
goicki

In view of your request conserning Mr. Novicki's draft on
automobile damand, I would like to respond imm diately on the
basis of a reading of this paper which I did a few wieks ago.
As I rasimber, Mr. Nowicki's study presents the results of a
perceptive and ecellent literature search along with same
original use of data of his on. No doubt if Mr. Nowicki were
to do another major study in this area, it would be desirable
to have his proposed plan of research receive some intensive
discussion and criticima. Nevertheless, I think what he has
already done is very helpful and should receive wider circulation.
Perhaps it would be useful to involve Latimer and Stevenson in
deciding what should be done next.

GHOruttag

Cat Mr. Stevenson



Mr. Andrew M. Kamarck December 22, 1967

Guy H. Orcutt

Sckqdlows, Daniel M.

This memorandum is a response to your request for an evaluation
of Professor Schydlowsky's overall qualifications and a recnmmndation
of where he might best fit in the Bank.

I believe that Schydlowsky is a highly qualified, highly moti-
vated, and exceptional3y competent young economist. His rich
background and his interest ideally fit him for research activities
in the development area, particularly for research relating to
South America. I think that the International Bank for Reconstruction
and Development would be well advised to hire him on the basis of
his substantial general potential. In ny opinion, he will becme
one of the generally recognised scholars in the development area
within the next ten years.

Mr. Sebydlowsky clearly belongs within the Eonomics Depart-
ment if he is hired. Were within our Departmat is not so clear.
My best guess is that he and we would be most pleased if he was
somehow fitted into the Investment Planning Division within van
der Tak's group. Judging froa our talk and his letter to me
dated December 14, I believe that he should start out working on
either project evaluation or on investment incentive policy. Both
of these interests point in the direction of van der Tak's group.
Werever he starts, it must be recognised that his interests range
rather widely and that we should not try and force him into a narrow
mold. On the basis of his past work, I would guess that he is
somewhat better fitted for operationally oriented research than for
basic inductive research.

My knowledge of Professor Schydlow&ky is based in part on two
meetings with him during his visit to the Bank and on a subsequent
letter which he wrote to me at my request. However, I also have
looked at some of his publications and I have been interested in
him for three or four years. In addition, we were colleagues for
several months when I returned to Harvard as a visiting professor
during 1965-66.

GHOrcuttsg

cc: Mr. Stevenson



Mr. Andrew M. Kama rk December 21, 1967

uy H. Oroutt &
R!Rort on ActivitieiiVince Joinn

taInternatioa Riak orTeconstruction
a D 1evelp ient

My primary function, as I perceive it, is to find ways of improving
the relevance, quality, quantity, visibility, and use of research carried
out by or encouraged by the International Bank for Reconstruction and
Develoment.

In view of my lack of familiarity, both with the International
Bank for Reconstruction and Development and with the general area of
development research, my central attention has been on overcoming these
deficits. Up to this point my education has come mostly from friends,
general reading pursued at home and on buses, nearly a full week of
sessions organised by the Bank, reading of as much final or inter-
mediate research output of the Economics Department as I could lay
my hands on (about 35 papers), scanning a fair number of Country
Bconomic Reports, and a fairly systematic use of my lunch periods to
explore, with same sixty individuals, ideas or areas that seemed
relevant to y main mission. In addition, I have had an opportunity
to learn about the activities of the Bank through our departmental
meetings and seminars as well as through a fair number of ad hoc
meetings and discussions into which I have been dram.

My written output to date which I can associate exclusively
with the Bank consists of the followingi

1. Memorandum to Mr. Stevenson relating to the
proposed computer rental.

2. Msuorandum to Mr. Stevenson dealing with the
Economic Reports and circulated to the
Economic Committee.

3. Memorandum to Mr. Sundrwm concerning one of
his studies.

14. Memorandum to Mr. Shoaib through Mr. Stevenson
on Grant Element Tables

5. Memorandum to Mr. Stevenseon containing a minor
suggestion about reprint covers.



Mr. Andrew M. Kamarek - 2 - December 21, 1967

6. Menorndum to Mr. Bibata in connatioA with
discussions about elassification and indering
of papers and studies of the aonowics Depart-
ment.

7. Draft of "Research and the Ebonomics Depart-
munt" circulated to Mr. Friedman, Mr. Kamarock,
Mr. Stevenson, and Mr. do Vries.

Numbers 1, 4, 5, and 6 of the above items were done as a result of r*-
quests from Mr. Stevenson. Numbers 2 and 6 resulted frm requests by
Mr. Friedman. Number 3 resulted from a request by Mr. Sundrum.

At the request of Mr. Kamarok, I attended a Seminar on Appli-
cation of Science and Technology to Development. At the request of
Mr. van der Tak, I shaired a Department Seminar on "Risk Analysis
in Investment Appraisal. " On various occasions I have spent a
fair amount of time on research issues raised by Mr. Gorx, and
perhaps four or five other members of our Department have consulted
with me about their work.

On the basis of my general research interests, I attended the
foflowingz

1) University of Michigan Survey Research Center,
Research Advisory Comittee Meeting

2) O.E.O. Advisory Meeting and discussions relating
to a five-year panel study bearing on poverty.

3) Brookings' Conferense on the Affect of the Invest-
ment Tax Credit on Accelerated Depreciation on
the Level of Investmat.

4) Advisory Committee Meeting on the Brookings'
Computer Center.

In addition, I drafted several expository papers for the Eonmic
Panel of the Behavioral and Social Sbiences Sarvey Committee sponsored
by the National AcadaW of Soiences and the Social Science Research
Concil.

At the time I joined the Bank, I, along with others, had a number
of studies close to ccopletion or in various stages of publication.
To minimise this overlap, I had delaed joining the Bank until
September 1, 1967. Nevertheless some overlap was unavoidable. Some
of these studies do have a substantial relevance for development research



Mr. Andrew M. Kamarok 3 - December 21, 1967

but these papers were aimed at a different market. As a result,
their bearing on the Bank will seen remote to aqone that hasn't
thought very deeply about both the need for and the difficulties
associated with inductive studies. In any ease, I have used a
minor part of my time and quite a bit of W secretary's time in
moving the following studies towards publication:

1. ",First Order Autoregression Iaferea, Lstaation
and Prediction."

2. "Data Aggregation and Information Loss.

3. "Incentive and Disincentive Experimentation for
Income Maintenae Policy Purposea."

4. "Reseamh Strategy in Modelling cohomic Systems."

During the last several weeks I have been pleased to learn that the
first one was accepted for publication in Esonometrica and the
second and third were accepted for publicatinirntiE American Dmonomic
Review. The fourth is to be published in a book of procedig6 oF
a conierence on the future of statistics. I was also pleased to have
"Microconovic Analysis for Prediction of National Accounts" appear
in print in Arquivo Do Instituto Gulbenkian De Ciencia. It will eventally
appear in a b6Bk being edited by Hezman Wold. Th. second, third, and
fourth item mentioned above do have a bearing on and will underlie
y thinking about development research strategy.

Acaompavying this mamorandum is a letter from Richard Ruggles,
indicating that I have been elected a Council Member of the Bsonomotric
Society by the Fellows of that Society.

At the request of Mr. S. Aldewereld and the suggestion of
Mr. Stevenson, I have agreed to devote my major efforts during the
next four to six weeks working with a mall group which I believe he
intends to head up. The focus of eenern will be policy issues
associated with International Bank for Reconstruction and Development
liquidity.

Starting with the end of January, I will try and turn in a brief
monthly report of m activities.

GHorcuttusg
Attachmnt (1)

cc : Mr. Irving S. Friedman
Mr. Alemander Stevenson



Mr. Samir X. Bhatia December 20, 1967

Guy H. Orcutt

Author Indexes of Comleted Studies, Studies
in Progreso, and Pl annsd Studies

The primary functions of these three indexes would be to help
users of our research output obtain final or draft papers that are
available to them and to identify individuals and divisions working
on problems of interest to them.

By keeping these inaxes compact and concise, users wil. be
encouraged to Dean and may discover additional research of interest
to them. By preinently displaying the names of authors, researchers
will be sncourage4 in a modest way, to take pride and satisfaction
in their work. This will be of acme help in recruiting and holding
good researchers. It also will lend a little encouragement to
achieving both higher quality and more quantity of research output.

All indexes which are distributed should contain an indication
of availability of each item and an eplieit statement about how
items may be obtaind.

It is assued that the research activities and output of the
Eonomics Department will be presented in various wvs in addition
to the proposed author indexes,

The following draft "Author Index of Major Studies" is included
to give a concrete idea of the form I have in mind for each of the
three proposed author indexes.

GHOrcuttreg
Attachment (1)
cl Mr. Stevenson



Draft, December 20, 1967
1y H H Orcutt

Iriternatioal Dank for Reconstruction and Developmt

Esonaomis DRartment

AUTHOR IND K OF MAJOR STUDIES
January !, 1968

CARTER, NICHOIAS 0., "A Linear Progrming Model of the Output and ftloyment
Possibilities of the EconozW of Jamaica 1965-1975; Praliminary Results,"
Applied Quantitative Research, Department Working Paper No. 8, October 30, 1967.

DE VRIES, BARUND A., "Export pR e of Developing Countries," Front Office,
BC-153, May 16, 1967.

DE WEILLE, JAN and ANGELES, HAWTHORNE "A Review of 62 Road Project Appraisal
Reports, 1960 to 1966," Investmeat Planning, DepartAnt Working Paper No. 5,
Deceaber 4, 1967.

DE WEILLE, JAN and KID, UUNG M., "Presnt Worth Calculation of Projectas
12 Tables," Investeant Planning, Departwat Working Paper No. 2, June 5, 1967.

1ELUND, PER "Eamarking of Taxs for Highways in Developing Countries," Domestic
Finance, Department Working Paper No. 1, June 6, 1967.

ELZ, DIETER "Basic Trends in World Coarse Grain Ebonogr, " Export Projections
and Trade, EC-151, _

ESCHE1fCH, ANN "Comwdity Price Series," Statistloa Services, Dqsrtment
Working Paper No. 6, October 2, 1967.

HALL, MARSBALL "An Analysis of the Detuminants of Money Wage Changes in Jama ,
1958-1964," Applied Quantitative Research, Departmnt Working Paper No. 7,
October 30, 1967.

HLWINS, E.K., KAO, S.N. and LEON, P., "The World Bank's Estimates of Capital
Inflow into the Developing Countries," Applied Quantitative Research, EC/0/67-87,
July 3, 1967. For copies, contact Mr. Cn, Secretary's Office.

KING, BEJAMIN B., "The Mechanics of Growth and Debt," Front Office, Department
Working Paper No. 4, August 31, 1967.

LOVASI, GERTRUD "Development of U.S. Coffee Consumption, Analysis and Forecast,"
Export Pro ections and Trade, Department Working Paper No. 9, November 1967.

OUR, BERNAR "Program Windex for the Swtematic Calculation of a Weather Index
to be Used in Agricultural Prodactios Analysis," Investment Planning, Depart-
ment Working Paper No. 3, August 14, 1967.

SINGH, MMSHER and STAFF "Cooditr Price Trends, 1967 Edition," Export Projections
and Trade, X-155, August 1967.

1/ For Working Papers, contact Mr. S.. Bhatia, Room B-803, Ext. 2285.
For X-151, mE-153, and EC-155, contact 0eneral. Files, Ext. 2451.



Nr. Aleazmdw Stvenson Doember 15, 1967

SH. Orcutt 7

In looking at the working papers put out by our Depart-
ment, it has struck me frm time to time that thq could be
emanced in a modet way b7 the addition of suitable covers.
To give you an idea of what I have in mind, I have anclosed
two aon1.s of the type of covers used by others. I don't
have azy particular view as to how the covers ought to look
although I do think it would be a distinct asset if they could
be attractive and colorful enough to attract attention.
The idea of having a window out in the top of the front cover
sheet is not alwqu used but it does have the advantage of
permitting the infomrtion which is constant, from paper to pqper,
to be presented in an attractive wW and printed up for use as
the used arises.

GDrcutta:g

Enclosures (2)
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Mr. Mohamed Shoaib November 24, 1967

Guy H. Orcutt (through Mr. A. Stevenson)

Grant Elenent Tables

Enclosed with these comments are:

1) Grant element tables for hpothetical loans
and one table for selected loans with special
repayment terms.

2) A copy of selected pages from Aid and Indebtedness,
OED, Paris, 1966 by Goran OElin.

3) A note by Mr. Aran Shourie on term of leanding.

The grant element tables prepared at your request were based on
the formulae given in the above work of Oblin. A copy of the re-
levant parts of Ohlin's study and the note by Mr. Arun Shourie have
been included in case you might wish to delve more deep3j into the
foundations and implications of these table.. A brief description
of the underlying logic follows.

Grant Element Tables

If an institution provides a loan at terms which are more
attractive thma those which it could comand in the market place,
it might be said that the loan contains a grant element. The
size of the grant element depends on the terms of the loan relative
to the financially most attractive alternative usage of fund iuic
is open to the institution.

In placing a value on the grant element of a loan, a problem
arises because the grant associated with the loan is given in the
form of more favorable terms than Justified solely on the basis of
market considerations. This means that the grant is in the form of a
flow which extends over the life of the loan rather than being a lump
sum given at the time of transfer of the loan.

A standard procedure in comparing the value of financial flows
over time is to ccapare their present values as obtained by discounting
the financial flows back to the present. This same technique has been
used in preparing the tables entitled Grant Elements which accompary
these coments. Six percent, not of administrative costs, has been
taken as the assumed market rate at which the loaning institution could
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have loaned its money throughout the life of all loans which are
compared. 1/ The time series of differences, between what would
have been paid in interest and amortisation on a flat six percent
interest loan of equal maturity and no grace period and what would
be paid under a loan containing a grant ccaponent, have been dis
counted back to the present at a six percent rate and expressed as
a percentage of the original loan. It is these present values, in
percentage terms, which are called grant elements and which are
presented for various combinations of the interest rate, term, and
grace period of a loan.

As will be seen, the tables presented include comparisons
encompasaing yet another dimension along which loans may differ.
Thus, by moving horisontally and to the right on amgr row of the
tables, one can observe the extent to which the grant element of
a lean is reduced by the presence of tie-in provisions which result
in increasing the original cost of obtaining the same real capital
by 5%, 10%, 15%, 20%, and 25%.

Table Headed "Grant Elements - Selected Loans With Special
Repapysent Terma "

All grant elenent calculations need to be interpreted and
applied with great caution, however this is especially the case
with respect to this table.

The objective behind this table was achievement of greater con-
creteness . With this and in min4, the grant element calculations
were carried out for selected loans. The need for added caution
follows fram the fact that, while the calculations do relate to
selected loans, some of the assumptions underlying the calculations
may not be fully appropriate to each set of selected loans. Thus,
since the very concept of grant elements relates to the value of
opportunities foregone by the lender, it is clear that the 6% rate
used in discounting back to the present may not be correct or even
equally inappropriate in the various cases presented. Furthermore,
although the results of c omputations are given for various assumed
costs of tie-in provisions, it is essential to recognise that in
some cases, such as that for IBD loans, there are no tie-in pro-
visions for which it would be appropriate to assign a positive cost.

1/ If the obtainable rate used for discounting were taken
to be higher, the calculated grant elements would, of
course, be higher for all combinations of the term,
grace period, and actual interest rate charged.
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Grant Element Tables and the Borrower

Grant element tables may be useful to the borrower if properly
understood. However, they only present a single significant aspect
of a loan situation as appropriately seen by the lender. There is

same connection between the grant element of a loan as seen by a
lender and its relative attractiveness for a prospective borrower.

However, it doesn't necessarily follow that the loan, which is most

costly to the lender, is the best choice for the borrower any more
than it follows that the loss, made by a manufacturer of a product,
nhanas the value received per dollar spent by a customer.

Policy choices facing a nation with respect to its capital stock

and its financing are important ones, but they also are very difficult
ones. They are difficult because they depend on value judgements

that policy makers find very hard to maks and because they depend

upon predictions which researchere find difficult or impossible to

make with any satisfactory degree of either accuracy or assurance.

They have much in common with those faced by munq large business

fims. Both have some freedAm of action with respect to level

of capital stock, internal versus external financing, equity versus

debt financing, and the term structure of debt financing. Both

may have options involving tie-ins and both may have a bewildering
array of debt possibilities open to them.

Value Judgments Must be Made by the Borrower

External financing has obvious attractions for any country that
is near a subsistence level and for ary country which wishes to

increase its capital stock faster than can be financed domestically.
To the extent that external financing is sought, debt financing is

likely to be less costly than equity financing per dollar increase

in the capital stock level which is achieved and maintained. To

the extent that external debt financing is used, short term debt is

likely to be less expwesive per dollar increase in the capital stock

level than long term debt. Of course debt which was payable on desand

would be even cheaper so long as the risk of default appeared to be

negligible. Why then doesn't every country always prefer to raise

its capital, when in a position to do so, on a short term, low interest

basis? The reason, of course, is that to do so would increase the risk

of hawing to accept very unfavorable credit terms at some point in the

future, of having to default, and/or of experiencing a foreign exchange
crisis.
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To obtain and hold an additional billion dollars worth of capital
on the basis of one year loans would require an annual level of re-
financing twenty times as high as to do so on the basis of twenty
year loans. If the current availability of funds were to continue,
and if net export earnings continued or increased as expected, re-
financing on an annual basis might be a lot cheaper than refinancing
on a twenty year basis. However, what happens if foreign credit un-
expectedly dries up, or if export earnings fail to grow as anticipated,
or if imports grow faster than planned? To borrow on a dmand basis,
as banks do, would be even cheaper but the risks lavlved might be
intolerable. Assume for the moment, that the policy maker could
obtain a firm estimate of the probability of catastrophe that goes
along with each possible debt structure. How much greater carrying
charges are justified in order to reduce risks by a given amount?
This kind of value judgement, concerning the future of a nation, is
difficult for individuals to make for exactly the same reasons that
it is difficult to choose between spending an additional wmber of
billion per year on defense and rumning a one percant higher risk
of some military disaster. In both situations, policy makers are
faced with choices which would remain exceedingly difficult even if
researchers could supply policy makers with perfect knowledge of all
relevant probabilities. In both situations value judgements must be
made by policy makers.

Research Problems

As inted out in the preceding section, a ratimal external debt
policy dependent on difficult and rather subtle value Judgements.
Unfortunately it also is dependent on the success with which several
different kinds of predictions can be made. To simplify the discussion,
it will be assumed that the level of real capital stock to be obtained
and maintained within a country is given. It also will be assumed
that the fraction of this capital stock to be financed by external
debt has been deteni~ned. 1/

Comparison of alternative loan possibilities doesn't pose any
problem if theq differ only with respect to a constant interest rate
level. The one with the lowest interest rate will be the most de-
sirable one independently of value judgements and any preWlctions

1/ In practice, of course, the level of real capital stock
obtained and the methods chosen to finance it should depend
upon interest and other costs associated with having it.
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Copawrisa of alternative loan possibilities, which are identical
exept Vith respect to a constant interest rate level and the presence
or absence of arious tie-in provisions, also is reasonably straight-
forward. The added costa, due to tie-in provisions, of obtaining the
same real capital must be estimated for each alternative loan possi-
bility. The sequence of payments that would be required to finaxc. a
given amount of real capital can then be calculated for each alternative.
The alternative yielding the lowest level of interact and principal
payments should be the preferred meindepenetly of value judgments
and predictions. 1/

Comparison of alternative loan possibilities which involve different
patterns and periods of repamnyt poses some very difficult research
problins. The trouble is that rational consideration of such alternatives
depends in an important mW on the external debt and equity finance
structure of a eountr7 as well as on the magnitude and structure of its
exports and imorts in relation to the internal structure of its pro-
dAction and conumption.

Given large reserves and a low internal debt along with stable
and relatively large exports and imports, a country understandab4
might choose to do most of its foreign borrowing on short term loans
at relatively low interest rates. Capital financed in this wy would
have to be continnous3y or frequently refinaed but this might be eaSw
to do. Given low reserves and a high external debt along with unstable
and relatively snall exports and imports, a country might be well
advised to prefer long term debt at moderate or even high interest rates
to short term debt at low interest rates. The need for large scale con-
timous refneming associated with short tern debt would continuously
expose the country to the specter of not being able to meet its fixed
foreign mhange commitments due to fluctuations in either its exports
or its imports or due to a drying up of foreign credit associated with
world events entirely byond its control. Even in the absence of a
foreign exabange crisis, such a country might suenly find itsblf
faced with very unpalatable deands from its creditors.

How much a country should be willing to spamd in interest charges
to minimise the risk of crises depends partly on value 3wgment.,
but it also depends on obtaining an assesmsst of the risks involved

1/ If oalaulation of added costs due to tie-in provision cannot
be dose with neglIgible uncertainty, then value judgment.
concerning risk taking would be needed to deal rationally
even with this simple problem.
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and of how its exttrnal debt structure influences these risks. This
is difficult to do because the magnitude of such risks depends on
a large number of factors acme of which are beyond its control. Re-
search could help to establish the cornnection betwesa such risks
and the external debt stricture of a eountry. However, the needed
research is substantial and the degree of success which could be
achieved is uncertain.

GHrcutt:sg
Enclosures



Mr. F. M. Tamagna November 16, 3967

Guy H. orcutt 91k

Enclosed are several papers which Wq be useful in indicating
the directions in which my interests have been centered during the
last couple of years. This work, with the exception of the paper
on experimentation, was undertaken before I had any idea of caning
to the Bank and was prepared with different problems and different
audiences in mind than those to which I now wish to address ayself.

Probably my concern for achieving more effective testing of
hypotheses and improved estimation of relationships will continue.
On the other hand, I doubt that I will attempt to make any personal
contributions in the areas of simulation, macro-model building,
and mathematical economies.

Please do not feel that there is any need to comment on the
enclosed or even do more than quickly leaf through this material.
In due course I hope to produce something that relates to Bank
problems and possibilities as I see them. When that happens, I
will be most anxious to receive couments and guidance from ny
colleagues.

GHOrouttiag

Enclosures (8)



Mr. E. S. Mason November 16, 1967

Guy H. Orcutt

iclosed are several papers which may be useful in indicating
the directions in which my interests have been centered during the
last couple of years. This work, with the exception of the paper
on experimentation, was undertaken before I had any idea of coing
to the Bank and was prepared with different problems and different
audiences in mind than those to which I now vikh to address myself.

Probably my concern for achieving more effective testing of
hypotheses and improved estimation of relationships will continue.
On the other hand, I doubt that I will attempt to make any personal
contributions in the areas of simulation, macro-model building,
and mathematical economies.

Please do not feel that there is any need to caent on the
enclosed or even do more than quickly leaf through this material.
In due course I hope to produce something that relates to Bank
problems and possibilities as I see them. When that happens, I
will be most anxious to receive comments and guidance from rq
colleagues.

GEOrcuttuag

Enclosures(8)
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Guy H. Orcutt

Enclosed are several papers which may be useful in indicating
the directions in which my interests have been centered during the
last couple of years. This work, with the exception of the paper
on experimentation, was undertaken before I had any idea of coming
to the Bank and was prepared with different problems and different
audiences in mind than those to which I now wish to address myself.

Probably my concern for achieving more effective testing of
hypotheses and improved estimation of relationships will continue.
on the other hand, I doubt that I will attempt to make any personal
contributions in the areas of simulation, macro-model building,
and mathematical economies.

Please do not feel that there is any need to cament on the
enclosed or even do more than quickly leaf through this material.
In due course I hope to produce something that relates to Bank
problems and possibilities as I see them. Nhen that happens, I
will be most anxious to receive comments and guidance from my
colleagues.

GROrcuttiag

Enclosures (8)



Mr. Bela Balassa November 16, 1967

(Uy H. Orcutt

Enclosed are several papers which may be useful in Indicating
the directions in which my interests have been centered during the
last couple of years. This work, with the exception of the paper
on experimentation, was undertaken before I had arq idea of coming
to the Bank and was prepared with different problems and different
audiences in mind than those to which I now wish to address myself.

Probably my concern for achieving more effective testing of
hypotheses and improved estimation of relationships will continue.
On the other hand, I doubt that I will attempt to make any personal
contributions in the areas of simulation, macro-model building,
and mathmatical econamies.

Please do not feel that there is any need to comnent on the
enclosed or even do more than quickly leaf through this material.
In due course I hope to produce something that relates to Bank
problems and possibilities as I see them. When that happens, I
will be most anxious to receive coents and guidance from my
colleagues.

GHOrcuttsog

Enclosures (8)



Mr. Dragoalav Avramovic Noveaber 15, 1967
0

Guy H. Orcutt

Enclosed are several papers which may be useful in indicating
the directions in which my interests have been centered during the
last couple of years. This work, with the exception of the paper
on experimentation, was undertaken before I had any idea of coming
to the Bank and was prepared with different problems and different
audiences in mind than those to which I now wish to address myself.

Probably my concern for achieving more effective testing of
hypotheses and improved estimation of relationships will continue.
On the other hand, I doubt that I will attempt to make any personal
contributions in the areas of simulation, macro-model building,
and mathematical economies.

Please do not feel that there is any need to comment on the
enclosed or even do more than quickly leaf through this material.
In due course I hope to produce something that relates to Bank
problems and possibilities as I see them. When that happens, I
will be most anxious to receive comments and guidance from V
colleagues.

GHOrcutt: g

Enclosures (8)



Mr. Benjamin B. King November 15, 1967

Guy H. Orcutt

Enclosed are several papers which may be useful in indicating
the directions in which my interests have been centered during the
last couple of years. This work, with the exception of the paper
on experimentation, was undertaken before I had any idea of coming
to the Pank and was prepared with different problems and different
audiences in mind than those to which I now wish to address myself.

Probably my concern for achieving more effective testing of
hypotheses and improved estimation of relationships will continue.
on the other hand, I doubt that I will attempt to make any personal
contributions in the areas of simulation, macro-model building,
and matbatical economies.

Please do not feel that there is any need to comment on the
enclosed or even do more than quickly leaf through this material.
In due course I hope to produce something that relates to Bank
problems and possibilities as I see them. When that happens, I
will be most anxious to receive comments and guidance from my
colleagues.

GHOrcutti ag

Enclosures (8)



Mr, Andrew M. Kamarok October 27, 1967

Guy Ho Oruttf 0

Enclosed are several papers which may be useful in indicating
the directions in which my interests have been centered during the
last couple of year, This work, with the exception of the paper
on experimentation, was undertaken before I had any idea of coming
to the Bank and was prepared with different problems and different
audienoes in mind than those to whMch I now wish to address myself.

Probably my concern for achieving more effective testing of
hypotheses and improved estimation of relationship# will continue,
On the other hand, I doubt that I will attempt to make any personal
contributions in the areas of simulation, macro-model building,
and mathematical economies.

Please do not feel that there is any need to comment on the
enclosed or even do more than quickly leaf through this material.
In due course I hope to produce something that relates to Bank
problems and possibilities as I see them. When that happens, I
will be most anxious to receive coments and guidanoe from my
colleagues.

GOrcuttx ag
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