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WORLD BANK / INTERNATIONAL FINANCE CORPORATI ON 

OFFICE MEMORANDUM 
TO: General Panel 

FROM: Alan Gelb, VPD 

DATE · October 24, 197 8 

SUBJECT: Information on Arrangements for the 
General Research Advisory Panel 

Members of the panel have the following offices assigned 
t o them for their use during their visit to the Bank: 

Sir Arthur Lewis K-3504 Ext. 60001 
Mr. David Bell K-3305 Ext. 61974 
Mr . Carlos Massad K-3503 Ext . 60010 

~ 

Mr . E. Malinvaud K-3501 Ext . 60012 
Mr . Kim Mahn Je K-3604 Ext. 60018 
Mr. Herbert Giersch K-3702 Ext. 60029 
Mr . o. Aboyade K-3703 Ext . 6002 8 
Mr . Nurul Islam K-3704 Ext. 60027 

All of these offices are on the 3rd floor of the 
K Building of the Bank , the entrance to which is at 1 850 
K Stree t, N. W. at the intersection of 19th and K Streets. 
The positions of the Bank ' s o ffices are indicated on the 
street plan appended to this note. 

While the panel is in the K Building, Suman Bery, 
the p a n e l's secretary will be using the o ffice K-3300, Ext . 
61980 . His secretary is Ms . Leela Thampy . Whi l e the panel 
is in the main Bank buil ding , Mr . Bery's o f fice will be 
F-1233 , Ext . 76003 . Mr. Bery will be coordinating arrange
ments for the pane l and will be assisted by Mr. Alan Gelb. 
The office of Mr . Bela Bal assa , Research Advi ser is K- 3411, 
Ext . 61998 . 

The panel's first meeting is s cheduled for 9:30 a.m. 
on Thursday , October 26 in Room E-1208 . It is suggested that 
members mee t at Mr. Bery 's office in the K Building at 9:15 a.m. , · 
fr om where they will be a ccompanied to their meetings . 
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Tentative Schedule for General Research 
Advisory Pane l 

October 26, 1978 

9:30 - 11:30 
[E-1208) 

11:30 - 1:00 
[E-1208) 

1:00 - 2:15 
[D Dining Room, 

Room D] 

2:15 - 3:15 
[K-3700] 

3:15 - 4:30 
[K-3700] 

4:30 - 5:45 
[K-3700) 

6:00 - 7:30 
[D Dining Room, · 

Rooms A & B] 

Meeting of panel with Messrs. Chenery, 
Balassa, King 

Internal meeting of panel. 

Lunch with members of the Research 
Committee 

Meeting with Mrs. Hughes and staff 
from the Economic Analysis and 
Projections Department 

Meeting with Mr. King and staff 
from the Development Economics 
Department 

Meeting with Mr. Pyatt and staff 
from the Development Research 
Centre. 

Reception 

• 

.. ,,. .. -

Note: This schedule is subject to revision at the first meeting. 
Messrs. Bery and Gelb will serve as secretariat to the 
Panel. 

i-------------- -~...----. - ---- ---
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October 27, 1978 

9:30 - 12:00 
[E-1028) 

9:30 - 9:50 

9:50 - 10:25 

10:25 - 11:00 

11 :00 - 11:30 

11:30 - 12:00 

1 2 :00 - 1:00 
[E-1028) 

1:00 - 2:30 
[D Dining Room] 

2:30 - 5:30 
[K Building] 

Dinner 
[Mr. Chenery's 
residence] 

October 28, 1978 

9:30-:- 12:00 

Meetings with Central Projects 
Staff: 

Mr. Baum (Vice - President , CPS) 

Mr. Jaycox, Urban Projects Dept. 
Mr. Gordon, Industrial Development 

& Finance Department 

Messrs . Pickering, Donaldson, 
Agriculture & Rur al Development 

Mr. Carmichael and Staff from 
the Transportation Department 

Wrap-up discussion 

Meeting with selected Research 
Committee 1embers from 
Regional Offices (Messrs. 
Picciotto, Lerdau , Waide). 

Internal Meeting of Group (lunch) 

To be determined at option of 
Panel Members 

Panel Members, Messrs. Balassa, 
Chenery. 

Meeting of Panel (with Mr . Chenery 
as desired) 
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From 1955 to 1963 he was Professor of Economics at 
Dacca University . Followingthat he was Director of the 
Institute of Development Economics in Pakistan between 1964 
and 1971, and then Deputy Chairman of the Bangladesh Planning 
Commission between 1972 and 1975 . He is the author of 
numerous books and articles on economic development planning, 
and international economic problems and policies. 

Kim Mahn Je 

Mr. Kim Mahn Je, a Korean national, is currently 
President of the Korea Development Institute. He obtained 
his Ph.D from the University of Missouri. Since 1974, he 
has also been the Director of the Korea Atomic Energy 
Research Institute and has been closely involved with 
economic policy formulation in Korea. He has had an 
important role in the formulation of the Five-Year Plan and 
is currently involved in developing the long term prospective 
plan for Korea . 
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WORLD BANK/ INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Members of the Research Advisory Panel DATE: October 10, 1977 

on Income Distribution and Employment 

Orville F. Grimes, Jr., VPD~ 

The Research Committee: An Informal Early History 

1. This memorandum outlines the rationale and origins 
of the Research Committee, established in April 1971 to 
guide the conduct of research in the Bank. While the coverage 
is selective and treatment of each topic is brief, this account 
may provide a basis for more detailed discussions with parti
cipants in the events described. 

Antecedents 

a. 1968 Review by Orcutt 

2. One of the earliest reviews of Bank research, 
prepared by Professor Guy Orcutt in 1968, took the view 
that the Bank should be doing a great deal more research 
than it was then doing. A five-year target budget of $10 
million per year was recorranended as both feasible and "as 
small as should be considered reasonable." "If the Bank 
doesn't have the responsibility, the resources, and the 
opportunity to carry out and promote (inductive and applied 
research along with needed research tool building), then 
who does?" 1/ In its simplest form the principal contention 
of the paper appears to be that (a) the Bank needs knowledge 
to formulate intelligent policy; and (b) research can supply 
that knowledge_. 

3. Another suggestion of the Orcutt review was that 
since research in the Bank was then scattered among Area, 
Project, and Economic Departments, there was need for 
further consolidation of research activities. One wonders 
whether this conclusion followed from a more all-inclusive 
perception of research than was (and is) generally accepted 
in the Bank, in which the analytical work of operational 
units is regarded more as support of country programs and 
projects than as research. Already, in fact, most staff 
engaged in research on the narrower definition had been 
grouped in departments which devoted a significant portion 
of their resources to research. This paper called attention 
to the inefficiencies from duplication of effort, failure to 

1/ Guy H. Orcutt, "Research and the World Bank," May 6, 1968, 
p. 10 • 



• 

• 

• 
l_ 

- 2 -

initiate research on high priority topics, and inadequate 
contact with users a~ong departments conducting research. 
However, it seems to have contributed little to later 
attempts to coordinate research on a Bank-wide level. 

b. Economics Department Research Committee (1969) 

4. A subsequent attempt to improve the coordination 
of research was the formation in January 1969 of a Committee 
of nine members, drawn mostly from operating departments, to 
advise on the research program of the Economics Department 
of the Central Economic Staff. Chaired by Andrew Kamarck, 
the Economics Department director, this Committee was 
established so that operational departments would " ••• be 
familiar with the (EconomicsDepart.ment research) program 
and make a contribution to its periodical assessment and 
to the ·general direction of the research effort." Respon
sibility for planning and carrying out research remained 
with the Economics Department. 

S. Though such a judgment is undoubtedly easier with 
hindsight, it seems evident that given its mandate as an 
advisory rather than a review body, the success of the 
Economics Department Research Committee depended critically 
on the quality (particularly the level of detail) of the 
documents it was asked to examine. In the event, the 
Committee met three times during 1969 to discuss the future 
research progr~ms of individual Divisions. These were 
presented as a series of brief statements about the need 
for research on selected topics. On this basis Committee 
members found it difficult to comment in depth on specific 
proposals, and on probably more than one occasion, "questions 
regarding the details of methodology and content were raised, 
but the Committee felt this should be left to the researchers 
to decide." 1/ Advice to the research sponsors thus consisted 
primarily of-requests to give more weight to some topics and 
de-emphasize others. Little scope could have been expected 
for setting down guidelines on how the studies could have 
best been carri ed out. 

1/ Review of research program of Economics of Industrialization 
Division, July 29, 1969, p. 3 • 
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c. Pearson Commission Report (1969) 

6. During this period the report of the Pearson 
Conunission was issued. It suggested that multilateral 
lending agencies should begin to finance research projects 
on a larger scale than hitherto, and recommended that the 
World Bank (as well as the Regional Banks) "pay greater 
attention to problems of research and development in their 
country studies and should themselves identify needs for 
scientific and technological research. Increased involve
ment in, and support of, such research activities will 
considerably strengthen the capacity ·to formulate projects 
in agriculture, education, and urban services, which take 
full account of the specific needs of the country." 1/ 

d. Review of Progress (Balassa, 1971) 

7. In October 1970 Hollis Chenery was appointed 
Economic Adviser to the President and initiated a review 
of the research program. A comprehensive review ("Economic 
Research in the Bank," January 1971, prepared by Bela Balassa) 
went beyond previous efforts by suggesting that individual 
research projects be appraised in terms of their relative 
costs and benefits, describing the requirements of a coordi
nated research program, and evaluating each of the studies 
undertaken in the Central Economic Staff. Employment, 
planning, trade policy, and other new areas of inquiry were 
proposed to the two research departments (the Development 
Research Center and the Economics Department) with a 
comparative advantage in their design and execution . 
These departments would prepare research proposals which 
should have the support if not the active participation 
of operational departments, which would also participate 
in the selection and review of proposals and in evaluation 

1/ pp. 205-206 
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of completed research. 1/ The report concluded that 
"Responsibility for setting research priorities, approving 
the overall research program, and establishing a review 
process on research should be entrusted to an Economic 
Research Conunittee chaired by the Economic Adviser to the 
President." 2/ 

Research Committee: Scope of Activities 

8. This section briefly describes the birth and early 
development of the Research Committee, and touches upon its 
subsequent evolution. The coverage is limited to a few 
themes raised when the Conunittee was established and dealt 
with at various times during its formative period. Since 
these themes are also taken up in the successive Annual 
Reports on Bank research, especially the last two, the 
discussion does not extend much beyond early 1974. 

a. Objectives and Purpose 

9. Consistent- with the reconunendation of the Balassa 
review, a Bank-wide Research Conunittee was established in 
April 1971. A general set of guidelines was prepared in 
Mr. Chenery's memorandum of March 1971 (Annex 1); these 
were subsequently adopted by the Conunittee. While in size 

y 

y 

p. 22. Research departments of the Central Economic 
Staff were encouraged to improve cooperation with each 
other as well as with operational units. An illustra
tion cited in the report was the Basic Research Center 
(now the Development Research Center), established in 
1969, whose major research projects in the first 18 
months of operation were undertaken by outside academics. 
The work of the Center "has to be made more relevant for 
the Bank's operational activities. This could be accom
plished by involving the operational departments in the 
choice and the implementation of the research projects, 
by establishing close cooperation between the Center 
and the Economics and Economic Program Departments, 
and by making the Center's research program an integral 
part of the overall research program of the Central 
Economic Staff." (p. 20). 

p. 23 • 
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the Committee has remained at roughly 10-12 members, the 
composition has varied in response to changes in staff 
responsibilities, attempts to ensure representation of a 
broad range of depart.ments producing and using research, 
and the normal succe"sion of staff each serving for about 
two years. A list o f Bank staff who are or have been 
members of the Resea.rch Cammi ttee, with their period of 
tenure, is attached as Annex 3. 

10. It was established at the first meeting of the 
Committee that its terms of reference were to extend beyond 
the review of project proposals. "Ther~ would be broad 
responsibility for developing an overall research program, 
setting priorities and, where necessary, initiating research 
proposals." (minutes of first meeting, p. 2}. An implica
tion of this mandate was that when the administrative 
arrangements for the research program were in full operation , 
the Research Committee would review and advise the Chairman 
on all major studies undertaken with Bank resources. The 
Committee would consider proposals within a long term program 
of research, whose estimates of cost would serve as the basis 
for a yearly review of research and for budget allocations. 

11. In its early deliberations the Committee further 
made a rather careful distinction between research undertaken 
inside the Bank and that contracted to outside analysts. A 
note on the role of development research in the Bank discussed 
at the first meeting of the Committee indicated that at a 
later date an external committee on development research was 
also envisaged, to advise on overall priorities and on 
relations with outside research groups • .!f 

12. An informal panel of outside advisers 2/ had met 
in December 1970 to discuss alternative means for the Bank 
to coordinate research with agencies in developing countries. 

1/ 

y 

This proposal was discussed with Mr. McNamara at that 
time, but the establishment of external panels was 
deferred until programs in the major areas had been i n 
operation for a reasonable period. The first panel 
(on population) was set up in 1975. 

Messrs. G. Ranis, M. Bruno, C. Diaz-Alejandro, W. Falcon, 
D. Hopper, B. Minhas, T. Watanabe. 
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This was followed by a conference of directors of research 
and training institutes in Belgrade (August 1972), jointly 
sponsored by the OECD Development Centre and the Bank, 
in which many of the papers presented had been prepared by 
Bank staff or under Bank auspices. 1/ However, as it 
became clear that projects, even though carried out by 
others, required at least a critical minimum of Bank 
design and supervision, the distinction between in-house 
and outside research became less meaningful. 

13. In the first year of operation both the objectives 
of the Committee and the criteria by which it judged proposals 
were further clarified. Its functions were seen in May 1972 
as (a) recommending an overall research budget and allocating 
the resources among different subject areas and individual 
projects; (b) recommending total staff resources to be 
devoted to research and the distribution within the Bank 
required for the successful implementation of the research 
program; (c) monitoring the implementation of such other 
research objectives as involvement of developing country 
institutions, liaison with academic institutions and 
coordination of research with other agencies; and (d) 
evaluating the Bank research program and individual 
research projects. 

14. The following criteria for consideration of 
proposals were established: (i) research design; (ii) 
priority of the subject; (iii) relation of the project 
to the sector or the general subject; and (iv) the time 
in which useful results could be expected. An appropriate 
balance was sought between studies at the basic vs. at the 
applied end of the spectrum, those more "risky" or less so, 
and those yielding useful results over the long term or 
sooner. As to the extent of participation by outside 
research institutes, the Committee in a May 1973 meeting 
recognized that lack of Bank staff limited the progress 
of\ research in many areas. While not encouraging the 
submission of unsolicited proposals from outside, the 

!/ The other topics were multi-level planning models and 
decentralized decision making, income distribution and 
employment, and private foreign investment. Suggestions 
for improving cooperation among research agencies were 
made in light of a survey of the priority interests of 
these institutions by Peter Clark, then a Bank staff 
member • 
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Conunittee decided to accept a limited expansion of research 
conducted by outside institutes, provided Bank staff parti
cipated fully in the design and monitoring and that the 
proposals were judged against the same criteria applied 
to research conducted by the staff. 

b. Sector Reviews 

15. At the mid-year review of the FY73 research program, 
the Committee recognized that a continuing problem was the 
absence of a broader, long-term framework within which to 
consider individual projects. One outcome of this concern 
was the preparation of guidelines for the allocation of 
funds by sector over the ensuing five years, which were 
later set out in the first Annual Report on Bank research 
(November 12, 1973). Another was a series of sector reviews, 
held from January to April 1973, on the basis of one- or 
two-year research programs. Attached as Annex 2 are the 
conclusions of this review, considered by the Research 
Committee in May 1973, for research on income distribution 
and employment. 

16. At irregular intervals, the Committee has considered 
overviews of research priorities in particular sectors. A 
paper on income distribution research discussed at a meeting 
in March 1975 identified seven categories of research in 
which the Bank had a potential interest: developing the 
factual base, developing measures of inequality and social 
welfare, modelling growth and distribution, modelling a part 
of the economy, studying isolated relationships, studying 
the historical experience of growth and distribution, and 
studying the impact of particular policy instruments. 1/ 
Aside from suggesting that additional work on data collection 
or modelling should have a clear policy focus, little guidance 
was provided by the Committee on the relative emphasis to be 
placed on each of these categories. One suggestion was that 
a list of policy instruments that influence income distribu
tion should be drawn up, with assistance from country and 
project analysts, as a basis for determining the relevant 
topics amenable to research. An issue not yet resolved 
from this and subsequent reviews of research on education 
(October 1975) and urban problems (March 1976) is whether 

!/ M. Ahluwalia, "Income Distribution Research: 
of Research Prospects", March 1975 • 

An Overview 
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reviews of this sort tend inevitably to produce a broad menu 
of possible research categories, perhaps · admitting all poten
tial studies on an equal footing, or could instead provide 
a strategy for setting research priorities or identifying 
promising projects. 

17. Research directions for the Bank and others were 
reviewed in a much broader context during the conference on 
social science research held at Bellagio in February 1974 
and co-sponsored by the Ford and Rockefeller Foundations, 
IDRC, USAID, and the Bank. The need for coordination of 
research activities in the form of consultations and 
exchange of information led to several programs of 
exchange of reports and project descriptions among major 
donors. It was also agreed that networks of research 
agencies could play an important role in financing and 
carrying out research in developing countries. Partici
pants accordingly decided to hold smaller meetings of sub
groups to exchange information on research priorities in 
these areas, explore possibilities for joint financing, 
and improve their awareness of externally-financed research 
being undertaken • 

Attachments 

cc: Messrs. Chenery, Balassa, B. B. King 
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THE ROLE OF DJ~VELOPMF.N'1' RESEARCH IN THE WORLD DANK 

As the scope of its activities has expanded, the World Bank 
has taken on a number of new functions, including the conduct of 
research on development. Hitherto not much consideration has 
been given to the proper function of research in the Bank or to 
the role of the Bank in relation to research done elsewhere. 
The purpose of this memorandum is to suggest guidelines for a 
systematic program of development research for the Bank •.. 

Relation of Research to Bank Objectives 

2. Many activities originally undertaken as incidental to lending 
are now recognized as proper functions of the Bank as a develop
ment institution. These include the preparation of country 
economic reports and specialized sector analyses, on which the 
Bank now spends more than $15 million per year. The Bank also 
regards institution building and the provision of technical assist
ance as important additional objectives to the transfer of finan-

· cial resources. More recently the Bank has recognized the need 
to support agricultural research in order to increase the techno
logical information available to the developing world. In these ···. 
and other ways, the Bank is taking increased responsibility for 
improving knowledge of the development process • 

J. While it is recognized that research on a variety of economic, 
social, and technical questions is required as a basis for develop
ment policy, the Bank itself has taken only limited steps to support 

. this activity . . Total Bank resources allocated for research -
broadly defined -- in FY 71 were about $2-3 million, of which less 
than $500,000 was for consultants . Hardly any Bank funds are used 
to finance research institutes in developing countries. 

4. A l.arge part of the research financed by the Bank has been 
geared to acquiring information necessary to design and evaluate 
projects (e.g. the highway design study and the Indus Basin study). 
By contrast little work has been done on the general methodology 
of project appraisal or on the relationship between national 
policy objectives and project selection. Despite the Bank's interest 
in the broader aspec ts of the development process and in the choice 
of development strategies, research on these problem areas has been 
scanty -- with some exceptions such as fiscal policy and proteotion . 1· 

S. In short, the present research effort is limited, uncoordinated, 
and lacking in focus. The most useful research undertaken has been 

!/ Despite the limited resources available, there have been 
several significant pieces of individual work. (Bela Balassa's 
survey of Economic Research in the Bank, January 1971) • 
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primarily for the Bank's inm1cdiate operational needs. Wide areas 
relevant to the Bank's bronder policy interests have received 
little attention. No effort has been made to improv e the develop
ing countries' ability to undertake research on their own behalf. 

Orientation of Future Development Research 

6. The Pearson Commission recommended that the Bank should take 
a more active role in a variety of research fields. So far, the 
Bank has considered the overall needs of technological research 
on questions of population and agriculture. A similar examination 
is needed of the uses of economic and social research, the exist
~ng institutions which support and carry out such research, and 
the proper role for the Bank in this area. It will take time to 
develop a comprehensive program of action. 

7. The Bank should concentrate on those areas where its 
.experience will give the Bank a comparative advantage that can be 
utilized in research work. The Bank is unique in having accumulated 
experience on projects, in undertaking country economic missions 

·on a regular basis, and in carrying out policy advisory activities. 
It therefore has an advantage in project- and policy-oriented re
search and in utilizing the data made available thro ugh its country 
missions . 

8. Beyond this, the absence of special advantage, as well as 
the need to avoid building up an overly large staff, call for the 
use of outside researchers. In most cases, cooperative arrange
ments with reseatch groups would be the appropriate vehicle. The 
Bank will need some "counterpart" staff to ensure that such research 
is oriented towards the proper objectives. This will entail expand
ing th~_Development Research Center. scime of t~e functional divi
sions of the Economics and Economic Program Departments will also 
be involved. There is a need for the Bank to make better use of 

. the most advanced research techniques and findings in the principal 
areas of development economics. · 

9. The first task will be to indicate the major research objectives, 
the types of research needed to pursue them, the role that the Bank 
can play in carrying out such research, and the organizational 
arrangements necessary to ensure that research actually serves 
these objectives. Among the objectives of a coordinated program, 
a distinction should be drawn between internal objectives that 
are directly related to the Bank's activities and external objectives 
that are indirectly related to them. This is not a rigid distinction 
since research aimed primarily at external objectives will often 
provide a basis for improvements in the Bank's work. Conversely, 
research directly related to Bank activities will benefit the develop
ing countries not only through Bank operations but also by increas-

·lng the knowledge of development • 
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Internal Objectives 

(1) 

(2) 

The establishment of a factual and conceptual basis 
!or Bank policies on particular aspects of develop
ment: population, resource mobilization, international 
trade, the use of development programs, etc. 

SupEort for Dank operations in particular sectors: 
agriculture, industry, transportation, education, etc. 

External Objectives 

.. (3) Increasing knowledge of the basic development process 
in areas of particular importance to the Bahk, such 
as development strategies, employment, rural-urban 
·balance, the productivity of capital and of external 
resources, the transfer of technology, e~c. 

(4) Development of institutional capacity for research 
in the developing countries both to support planning 
and policy efforts and to increase knowledge of the 
development process. 

10. The principal change from present Bank thinking is to 
recognize the need to develop and support research institutions 
in the developing countries which can undertake an increasing 
share of the empirical research and analysis. Since the quality 
of Bank economic reports can be no better than the underlying data 
available and the understanding of the development process in each 

·country, the Bank's own interests would also be served in this way. 

11. Th~ external objectives may best be served if the Sank's 
research activities -- both in-house and sponsored are geared 
primarily to attaining internal objectives because of the gain in 
relevance and sharpness that will follow. Topics for cooperative 

. research can be selected with these objectives in mind. 

!ypes of Bank Research 

Lending-Oriented Research 

12. The selection of projects to be financed by the Bank should 
further the development objectives of a particular country. To 
attain this goal the Bank should carry out research on the methodo
logy of project appraisal, giving attention to the interdependence 
of the project, the sector and the national economy. This requires, 
first, research on the use of shadow prices of foreign exchange, 
capital, and labor taking appropriate account of economic and 
social objectives and their application in particular countries • 
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Second, research is needed in formulating sectoral policies in 
the framework of an overall development strategy. Third, there 
is need for research on the relationship of projects with sector. 
In these areas the Bank should apply existing knowledge and also 
undertake original research to adapt known techniques to its 
needs. 

Policy-Oriented Research 

13. As its role as a policy advisor expands, the Bank needs to 
clarify some of the major policy issues in development, explore 
alternative solutions to particular problems and, to the extent 
.possible, unify the practices followed by Area and Projects 
Departments. Position Papers will be . required setting out the 
relevant alternatives and their respective advantages, to provide 
for the continuous evolution of Bank policies on particular 
questions. These position papers should deal with ,developmental 
objectives, the choice of policies aimed at reaching particular 

· objectives, ~nd the use of policy instruments. 

14. Position papers are as good as the research underlying them. · 
They require research on policy objectives such as growth, employ
ment, income distribution and the trade-off among them; on policy 
choices such as export promotion versus import substitution, 
agriculture vers us industry and public versus private enterprise; 
and on policy instruments such as exchange rates, tariffs, quotas, 
taxes, and investment licensing. Bank research in these fields 
may range from evaluating the applicability of existing findings 
to original research undertaken by Bank staff possibly in coopera
tion with researchers in developed and developing countries. 

Knowledge of the Development Process -
15. While intimately related to policy-oriented research, the 
objective of increasing our knowledge of the development process 

·goes beyond the immediate operational needs of the Bank. Such 
research is nevertheless valuable for the Bank since an increased 
understanding of the process of development will contribute to 
improvements in policy-advice and lending activities. This type 
of research is carried out at universities and research institutes 
and many gaps remain to be filled before it can be applied to 
practical problems. Questions like the relationship of population 
and economic growth, the environmental effects of industrial 
development, or the productivity of foreign aid have received 
little attention. Yet answers to these questions can help to 
improve Bank policies and the selection of projects. This suggests 
the need for the Bank to systematically explore the implications 
of research car~ied out elsewhere • 
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16. The Bank is in a good position to formulate this type of 
research project but it may not have an advantage in carrying 
it out. Thus the Bank should extend contractual support for 
research done elsewhere. The need to make the results of such 
external research relevant to the Bank's activities will usually 
call for cooperative arrangements with the research institute 
concerned . 

Research Capacity in Developing Countries 

17. Institution-building in, for example, development banking, 
highway design, and agricultural planning is a recognized objective 
of the Dank. But improving the capacity of the developing countries 
to undertake economic research has received little or no attention. 
The development of indigeneous research capacity is an important 
part of the task of improving policy-making. From past experience 
it can be demonstrated that the Bank's policy-advisory and lending 
activities benefit directly from the availability of reliable data 
and other results of indigeneous research. 

18. The experience of Pakistan, India, Israel, Chile and Nigeria 
shows the value of local research groups and the improvements that 
are possible within as little as five years. In each of these 
countries small research groups supported initially by foundations 
have made substantial contributions to the understanding of the 
development of their own countries, thereby both facilitating a 
better analysis of their current economic problems and contributing 
to the broader growth of knowledge of development. 

19. While the financing of these institutes is basically the 
responsibility of the individual countries, the Bank can contribute 
to their-development through cooperative arrangements and by sponsor
ing res€arch on problems relevant to a particular country. Cooper
ative research projects bring direct benefits to the Bank since they 
tacilitate exploring various issues in a comparative framework. In 
turn, apart from obtaining some additional financing, research insti
tutes in developing countries would benefit from the technical assist
ance and coordination the Bank can provide. 

20. In addition to comparative studies, there is need for research 
on the experience of individual countrie s which should be commissioned 
in cooperation with the Area Departments to ensure that projects 
enhance the Bank's understanding of a country's economic problems. 

21. These provisions would help existing research institutes in 
developing countries. But they would not contribute to the estab
lishment of new institutes in countries like Turkey, Korea, Tunisia, 
and the Central American Common Market. It is not proposed that 
the Bank should finance the establishment of such institutes, since 
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this can be done more readily by private foundations. But the 
Bank can play an intellectual and financial role in furthering 
the ~evelopment of such institutions once they are launched. 

Implementation 

22. In order to develop t hese ideas further and to put them into 
operation, the following stages _are envisaged: 

r 

l. Discussion of this memorandum in the Economic 
Committee and with an informal panel of external 
advisors who have been invited· for this purpose 
(Professors Ranis and Falcon ·cu.s.J, Hopper [Canada}, 
Diaz-Alejandro {Cuba], Watanabe [Japan], Minhas {India), 
and Bruno [Israel].) 

2. Establishment of an Economic Research Committee in 
the Bank -- with members drawn from the Central 
Economic Staff, the Area and Projects Departments, 
and IFC -- having responsibility to set research 
priorities, advise on research proposals, and 
review research results. Interdepartmental research 
panels should also be formed to evaluate research in 
particular fields. 

3. Wit h the help of the external advisors, the Economic 
Research Committee will identify promising areas for 
cooperative research. Topics in the fields of 
employment, population, agriculture, resource mobili
zation, the use of planning models and industrial 
technology have already been identified and are 

~included in the budget proposals for FY 1972. • .... 
4. Once the general lines of the Bank research policies 

have been approved, the establishment of an external 
conunittee on development research to advise the Bank 
on research ·priorities and on relations with the 
external research community is proposed. 

Hollis B. Chenery 
March 15, 1971 
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(Extract from: "Formulating a Bank 
Research Program," A. Ray and 
E. Stern, May 21, 1973) 

Income Distribution and Employment 

ANNEX 2 

The immediate program of the Income Distribution 
Division involves preliminary empirical and methodological 
work. The basic issue in this program concerns the balance 
between the four areas identified in the DRC discussion paper -
i.e., evaluation of data, general policy reviews, quantitative 
general equilibrium models and project evaluation. No consensus 
emerged during the meeting regarding the areas of priority. The 
discussion paper also contains possible elements of a longer term 
program. Program preparation and the identification of •the 
research options appeared to be strongest in this area among the 
major areas discussed. 

A large part of the FY1974 expenditures will be for 
completing the Korea and Yugoslavia models (RPO 206) and the 
Brazil model (RPO 269). As noted during the meeting, large 
scale projects to generate data may not be suitable for Bank 
financing but should await, in any event, the necessary back
ground work on the problems of measurability and data inter
pretation. This is the primary intent of the ECLA and ECIEL 
projects ••• and of the Botswana Survey being funded separately • 

Research on employment in the Population and Human 
Reso~roes Division is presently limited to the studies of 
labor markets and the unemployment survey in Costa Rica 
(RPO 245, 247). The Belo Horizonte project tentatively 
approved by the Committee in April is basically a part of 
RPO 245 and does not extend the area of research involvement. 
while it may not be feasible with existing staff to undertake 
new employment research in addition to these studies and the 
study on public works which it is monitoring, research on the 
~ployment aspects of development has no strategy and is weak. 
Little work seems to be in progress which will yield projects in 
the· next few years. It was suggested during the meeting that a 
comparative study on the structure and nature of unemployment 
in different countries would fill a priority need. 

In judging the adequacy of the programs of research 
on income distribution and employment, we note that concern 
with these areas is beginning to run through most of the 
research program as a whole. While this is a welcome develop
ment, there is no framework in terms of which the intended 
contributions of the other studies can be meaningfully 
assessed. There is therefore an apparent need for a broader 
research strategy, especially in employment, which will give 
guidance to the preparation of other research projects relevant 
to. these areas. 
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Introduction 

The Role of Analytic Work in the Bank's 
Operations 

The aim of this paper is to provide the Panel with an 

idea of the contexts within which analytic work is conducted in 

the Bank, the relationship of this analytic work to the Bank's 

operations and the particular role that research plays in the 

overall analytic effort. 

The plan of the paper is as follows. The paper first 

provides a brief description of the organization of the Bank 

Group, identifying functional responsibilities and the important 

loci of research. It then enumerates the principal ' end 

products' produced by the Bank. This is followed by a descrip

tion of the use that is made of analytic work in the Bank 's 

various operations, and by a more detailed account of the 

analytic work itself. The paper finally continues to a descrip

tion of the kinds of research that the Bank has undertaken and 

their relationship to the rest of the analytic effort . 

Bank Group Organization 

The World Bank Group consists of three financial 

institutions: the International Bank for Reconstruction and 

Development (IBRD), the International Development Association 

(IDA), and the International Finance Corporation (IFC). IBRD 

and IDA share common staff and differ only in the sources of 
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their finance and the terms of their lending, while the IFC has 

separate staff and distinct operational procedures. This paper 

deals only with IBRD and IDA, which for convenience are referred 

to below as 'the Bank'. The organizational structure of the 

Bank is set out in the attached chart. Four groups of depart

ments may be distinguished: the six Regional Offices; the 

Central Projects Staff (CPS); the Development Policy Staff (DPS); 

and a heterogeneous group of central support departments 

responsible for legal, personnel, financial, information and 

general administrative services. 

The Regional Offices (or Regions) are each responsible 

for planning and executing the Bank's country assistance programs 

for the countries assigned to them. Each region includes one or 

two country programs departments and a projects department . The 

country programs departments handle country relations, and are 

responsible for the overall design of the lending and operational 

strategy for a particular country. They are also responsible 

for the design and conduct of 'country economic work', as 

discussed below. The regional projects departments undertake 

the preparation, appraisal and supervision of most projects 

being financed by the Bank in the region. They are responsible 

for conducting economic analysis at the sectoral level, also 

described below. 

This decentralized operating structure is supported 

by various service departments and by the CPS and the DPS. 



As its name indicates the CPS is concerned with the 

Bank's project work. While the CPS departments are all 

f unctionally specialized their responsibilities differ. In the 

case o f sectors where operational responsibility has been 

decentralized to the Regions (Agriculture; Transportation; 

3. 

Energy, Water and Telecommunications; Industrial Development and 

Finance and Education) the Central Projects Staff play a support 

role. In sectors where the Bank's demand for specialized staff 

is too small to permit efficient decentralization, or where the 

Bank's lending activities are relatively new, the CPS departments 

have direct operational responsibility and service country program 

departments throughout the Bank. This group of departments 

(known as the Central Operating Projects Departments or COPDs) 

deal with projects in the areas of rural development, large scale 

industry, tourism, population and urban development . Within the 

CPS , policy development and research activities are generally 

undertaken by the non-operational departments. 

The mandate of the DPS is to undertake socio-economic 

research, to coordinate the Bank wide research effort, to 

support and improve the quality of the Bank's economic work and 

to coordinate the Bank's policy work. There are five departments 

in the DPS: Economic Analysis and Projections (EPD); Policy 

Planning and Program Review (PPR); Development Economics (OED); 

the Development Research Center (DRC) and the Computing Activities 

Department (CAD). Of these the DRC has the heaviest emphasis on 

research in its activities. EAP and DED both undertake a 
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combination of research, policy work and support of regional 

economic work. PPR coordinates policy work in the Bank and 

reviews country lending and economic work programs prepared by 

the regions. In lending sectors where the CPS has direct project 

responsibility, policy development and research activities are 

vested in the DPS, particularly in the functional divisions of 

the OED. Project responsibilities on the one hand and policy 

development and research on the other for a given lending sector 

are thus entrusted to separate organizational units. 

The Bank's Output 

The Bank's institutional mandate is to assist the 

development of its poorer membe r countries. It does this in 

three p rincipal ways: 

(i) Through provision of finance in the form of 

loans and credits. 

(ii) Through provision of analysis and advice on 

economic policy issues in its member 

developing countries. 

(iii) By commenting on more general issues of 

development policy and analy zing the 

effects of world trends and developed 

country policies for their impact on 

developing countries . 

Definition of Analytic Work 

In the provision of these services, the Bank undertakes 
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a variety of analyses and produces a wide range of documents. In 

principle one can distinguish between operational documents and 

reports that the Bank prepares as part of the lending cycle and 

more analytic background documents and studies which influence 

the Bank's immediate lending operations at one remove. It is 

this second category which is referred to as 'analytic work' in 

the present note, although the distinction between operational 

and analytic work is often a difficult one to draw in practise. 

Range of Analytic Work 

Formal Bank research forms a small part of this general 

analytic effort. For the objectives and attainments of the 

research program to be seen in proper perspective, it is 

desirable to have a view of the usual contexts in which the 

Bank's analytic work occurs and to have an idea of the contribu

tion that this analytic work makes to the production of the 

Bank's main outputs. The analytic work undertaken by the Bank 

can be divided into the following categories: 

(i) country-specific analyses of economic trends, 

economic prospects and major sectoral issues; 

(ii) preparation of policy papers on issues connected 

with the Bank's loan operations in various 

sectors; 

(iii) analyses of world development trends and issues 

of international development policy; 

(iv) research. 
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In addition, the Bank undertakes information gathering 

and data collection activities which may also be considered part 

of the analytic effort. The relative resources devoted to these 

various activities is given in Table 1. 

Country-specific analysis 

The bulk of country level analysis is undertaken by the 

staff of the Regional offices. In addition, a fair amount of 

Bank research also contains country specific analysis. While the 

relevant regional program and projects divisions monitor economic 

events continuously, the analytic effort is concentrated on the 

production of formal country-specific economic reports. The 

format of such reports is flexible and has been evolving; the 

following taxonomy is therefore suggestive rather than exhaustive. 

(i) Economic Memoranda: these update the Bank's 

information on economic trends and policy 

initiatives; in addition, they often contain 

annexes which take a more detailed look at a 

particular issue. Economic Memoranda are 

issued annually on major borrowers, less 

frequently on smaller countries. 

(ii) Basic Economic Reports: these are more 

ambitious documents, and are intended to 

evaluate the country's development strategy 

and its development prospects over the long 

term. While the rigor of analysis differs 



Table 1: DISTRIBUTION OF EXPENDITURE ON ANALYTIC 
WORK BY MAJOR CATEGORY 

(in percent) 

% of Total % of Total 
Administrative Expenditure on 

Budget Analytic Work 

FY74 FY78 FY74 FY78 

Country Economic 
and Sector Work !/ 11 9 57 53 

Policy Work ~/ 2 3 13 16 

Data ~/ 1 1 3 7 

Research 5 4 27 24 

Total 19 17 100 100 

Source: FY79 Budget paper. 

!/ Excludes costs of country program papers. 

~/ Includes expenditure on 'Prospects' paper and World Development 
Report. Also includes analytical tools for project analysis. 

ii Includes monitoring systems. 

7. 



substantially between reports, an attempt is 

usually made to address issues of intersectoral 

resource allocation, public investment , and the 

demand for external capital. In addition, major 

policy issues are also selectively examined . 

Where data availability permits, an attempt is 

made to construct an economy- wide model, and to 

simulate the effects of major policy alternatives. 

Basic Reports are prepared roughly every five 

years for major borrowers. 

(iii) Special Economic Reports : While economic 

memoranda and basic economic repor ts tend to be 

produced on a regular schedule, special economic 

reports are produced on an ad hoc basis to 

examine particular issues of interest to the 

region, particularly in the interval between 

Basic Reports . The variety of topics handled 

within this format is wide and can include such 

topics as a review of the fisca l or financial 

system, in-depth analyses of the impact on a 

country of increases in the cost of energy, or 

the evaluation of major administrative changes. 

A sequence of special reports will usually be 

undertaken prior to a Basic Report, to provide 

material for it. 

8. 



(iv) Sector Reports: While the economic reports 

described above usually include some discussion 

of sectoral issues, these are looked at more 

intensively in various types of sector reports 

produced ~y the regional project divisions and 

the central projects staff . The preparation of 

these reports is done on an ad hoc basis, as 

need arises and staff availability permits. 

Such reports typically review available infor

mation , conunent on policy toward the sector 

analyse specific issues and determine future 

investment requirements. 

9 • 

The preparation of these reports usually involves a 

field trip by Bank staff to the country. The reports are 

discussed in draft form with government officials; when 

finalized , they are usually forwarded to the Bank's Board of 

Executive Directors, and, via this channel, to all member 

governments of the Bank. In addition, some reports are 

distributed to members of aid consortia and consultative groups 

in which the Bank participates . 

This pattern of country economic reporting , supplemented 

as needed by less formal , more confidential studies, provides the 

basic stock of country economic information needed for the Bank's 

lending operations. In addition it constitutes the principal 

vehicle for policy dialogue with borrower countries, and the raw 

material for the Bank's general j udgements on development 



strategies and on the effects of world economic events on 

developing countries. 

The link of country economic work to loan operations 

10. 

is ~rimarily through a document known as a countr y program paper 

(CPP) , which is also prepared by . the country programs departments , 

which outlines and justifies the Bank's operational involvement 

in a country. All CPPs contain a discussion of recent economic 

developments and likely economic prospects, and these discussions 

d r aw heavily upon the findings of country economic analysis. In 

addition, the CPP makes explicit use of economic judgements on 

needs for external finance and assessments of country 

creditworthiness . 

The contribution of countr y economic reports to the 

policy dialogue between the Bank and its borrowers arises 

directly out of the manner of their preparation . Both the 

initial mission and the discussion of the draft report with the 

government enable policy issues to be identified, the Bank's 

views to be expressed and the governments' reaction to these 

views noted . The follow up can take a variety of forms. In 

some cases the government may simply note the Bank 's vi~ws; in 

others it may conduct further studies of its own or it may 

decide on policy changes on the strength of the Bank ' s analysis. 

In certain cases the Bank may press more vigorously for policy 

reform, and raise policy issues in the course of loan 

negotiations. 
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Sectoral Policy Work 

Responsibility for sectoral policy work is vested in 

the CPS and the DPS. The aim of this work is to rev iew and 

improve the Bank's objectives and procedures in the sectors to 

which it lends, and to explore the issues involved in extending 

Bank lending to new sectors. Such analyses are undertaken on 

an ad hoc basis, usually in response to requests from the senior 

management of the Bank. 

Three types of policy documents may be distinguished: 

issues papers, policy papers, and operational manual statements. 

An issues paper is prepared when there is need f or exploratory 

work on a particular policy topic. This outlines the main 

questions to be addressed and highlights directions for further 

work. More complete analyses are undertaken in the preparation 

of sector policy papers. These papers are intended to define 

the strategic objectives of Bank lending in the sector and to 

establish the framework winhin which more detailed policies will 

be elaborated. The preparation of a policy paper can be a major 

analytic exercise, involving a review of research results, 

assimilation of technical developments occurring around the 

world, assessment of the Bank's own prev ious experience in the 

sector and comment on various possible institutional arrangements. 

Drafts of policy papers are extensively d iscussed by interested 

departments within the Bank; once the paper is finalized, it is 

reviewed by the President and presented to the Board for review 

and discussion. Once a policy paper has been approved, its 



contents are implemented in part through the issuance of 

operational manual statements which translate the policy into 

detailed operating instructions to Bank staff where this is 

appropriate. While the principal purpose of policy papers is 

clearly to improve and extend the Bank's own operations, many 

of the more important papers are published and disseminated as 

Bank documents and, as such, contribute to the discussion of 

appropriate sectoral strategies within the development 

community as a whole. 

Analysis of Development Trends and Policies 

Over the 1970s the Bank has defined a role for itself 

as a commentator on development policy issues as these arise in 

both domestic and international contexts. These views are 

articulated through several channels. One important forum has 

been the annual address of the President of the Bank to the 

12. 

joint meetings of the Board of Governors of the Bank and the IMF. 

In these addresses, Mr. McNamara has commented on issues such as 

the prevalence of poverty in LDCs, the adjustment problems facing 

LDCs, the consequence for developing countries of protectionist 

trends within the developed countries and the like. In .addition, 

since 1974, the Bank has undertaken an annual review of develop

ment prospects which has provided the basis for its views on 

trends in the international economy and on relationships between 

trade, aid and LDC growth. In its initial form this exercise was 

incorporated in a document entitled "Prospects for Developing 

Countries" (henceforth 'Prospects'). This document was intended 
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primarily for the Bank's management and Board . In 1978, the Bank 

prepared a global overview document explicitly intended for public 

release entitled the 'World Development Report' (henceforth WDR). 

This has now replaced the Prospects series and is also intended 

to be an annual document but with less focus on immediate macro

economic analyses and more emphasis on structural issues and long

term trends. The Bank also expresses its v iews on major inter

national policy issues through the preparation of papers for 

various international conferences. 

The preparation of these documents primarily involves 

the central staff of the Bank, but the expertise of the regional 

staff is also drawn on extensively. The final document (such as 

the WDR or the Annual Address) is the synthesis of a number of 

ad hoc notes and papers which bring together available informa

tion on developing country performance and policy e xperience and 

analyse policy issues of international concern. In addition, 

the Bank has conducted an annual global projection exercise in 

conjunction with the 'Prospects' and WDR papers. This has 

provided the framework for estimates of LDC growth prospects and 

external capital needs. The dev elopment of such g lobal models 

draws heavily upon the expertise of the Bank staff in areas such 

as commodity trends, the debt position of LDCs, prospects for 

manufactured exports of LDCs, and construction of country models. 

Research 

Although original work is undertaken within the frame-

work of country economic work and in the preparation of a 



14. 

document like the WDR, this work does not fall within the Bank's 

definition of research. What is termed research by the Bank 

includes (i) relatively large studies funded from the Bank's 

'External Research Budget', subject to review and approval by 

the Research Committee (henceforth 'external' research), (ii) 

smaller efforts, often of a preparatory or exploratory kind 

totally financed by individual departments (henceforth 

'departmental' research). This definition of research explicitly 

excludes three other activities of potential interest: (i) work 

undertaken by the Bank on the monitoring and evaluation of 

physical projects; (ii) participation by the Bank in technical 

research consortia such as the Consultative Group on International 

Agricultural Research (CGIAR); (iii) research provided for under 

loans and credits,paid for by borrowers,and therefore under their 

ultimate control. 

Given the definition of researc~ adopted by the Bank , 

the links between the research effort and Bank operations are 

less direct with the anal ytic work already described. In the 

companion briefing note provided to the Panel , three case 

studies have been prepared to document how Bank research on 

particular topics evolved and the contribution such research has 

made to altering operations and policy positions. Other case 

studies of the diffusion and dissemination process have been 

undertaken as Chapter III of the 1977 and 1978 Annual Reports on 

Bank Research being made available to the panel. 
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It may be useful to taxonomize the research undertaken 

by the Bank, so as to indicate in general terms the points of 

contact between these activities and the Bank's operations. It 

should be stressed that this taxonomy is not intended to be 

exhaustive . 

(i) Project and Sector Research 

This category encompasses research in several functional 

categories and of a variety of styles. Such research has 

included, inter alia, comparative analysis of country rural 

development strategies; design and conduct of experimental 

interventions in health, nutrition and education; specification 

and testing of engineering design alternatives in transport, 

sanitation, water supply and electricity, analysis of cost 

recovery policies in public utilities, transportation, and 

irrigation; development of planning techniques in industry, 

agriculture and water resource use , and exploration of approaches 

to project evaluation. 

One important objective of such research is to provide 

a sound analytic basis for sectoral investment policy, for 

project design and for the positions the Bank adopts in its 

negotiations with borrowers. The Bank also sees itself · as 

having a general responsibility for keeping au courant with 

analytic and planning techniques and propagating these where 

possible. User manuals are therefore being prepared in the 

manufacturing programming study, and a research project is 

currently underway to design software for easier implementation 
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of programming techniques. Such research can occasionally lead 

to direct transfer of analytic tools to borrower countries 

through country case studies. This has been true of several case 

studies in a project on programming in the manufacturing sector, 

and with some agricultural planning models. 

(ii) Research on trade and finance 

This category of research has concentrated on three 

main areas: markets for primary commodities, analysis of export 

prospects and export policies, and the development of a modelling 

framework for the world economy. Research on LDC import policies 

and their protective structure is more suitably discussed under 

the heading of country development strategies . 

The Bank's routine work on commodity market analysis 

and price forecasting is not classified as research. This work 

has been supplemented, however , by a few research studies to 

provide in depth understanding of the markets for individual 

commodities, and to improve forecasting methodology. Work on 

exports has previously focused on export incentive policies of 

developing countries, but is now additionally looking at 

marketing channels and their importance in export growth. A 

recently initiated program of studies is to examine protectionist 

trends in developed countries and their implications 

for LDC export growth. Work on global modelling has expanded 

from initial work linking commodity and country models, to a 

richer analysis of the sources and constraints on LDC growth and 

the relationships between developing and developing countries. 
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Research in these areas principally contributes to the 

Bank's policy activities although improved commodity forecasts 

have implications for loan operations as well. Studies of export 

incentives and export policies help to provide information and 

techniques for policy advice to individual countries. The 

research on market penetration is expected to help the Bank 

advise LDCs on long term prospects for exports of manufactures 

and to help it assess protectionist trends in the developed 

world. These issues were discussed in the first World Development 

Report and are likely to remain critical in the future. The role 

that quantitative modelling plays in the preparation of global 

overview documents such as WDR has already been mentioned . 

(iii) Assessment of country development strategies 

Included in this category is the substantial volume of 

research undertaken by the Bank on incentive policies, compara

tive advantage and policy influences on resource allocation. Of 

particular interest is earlier research on the structure of 

protection in developing countries and a recently completed 

project on development strategies in semi-industrial countries. 

These studies have persuaded the Bank of the role of 

outward looking · policies and a fairly neutral incentive s ystem 

in fostering efficient growth. Such a policy strategy is 

regarded as underlying the success of the East Asia economies, 

particularly those of South Korea and Taiwan. While clearly the 

Bank's research program has not been alone in reaching these 



conclusions, its influence on the Bank's point of view has 

probably been considerable. 
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~uch perceptions of successful and unsuccessful 

strategies underlie, if only implicitly, the dialogue on policy 

issues between the Bank and its borrowers. The conclusions from 

such research have also been reflected in Mr. McNamara's annual 

addresses and in the World Development Report. Finally, the 

techniques of analysis used in the research have been adapted 

for use in country economic and sector work and have thereby 

entered into country level policy analysis. 

(iv) Workings of key economic and social institutions 
in develooinq countries 

Included in this category is much of the Bank's research 

in the area of population and human resources. This includes 

studies o f urban and rural labor markets, of migration and of the 

determinants of fertility. Much of the work on urban institutions 

and processes also belongs under this heading, such as analyses of 

urban public finances, of housing and land markets and the 

comprehensive urban analysis being undertaken in t he City Study. 

Studies on the functioning of capital markets and operation of 

small scale and public enterprises may also be considered 

primarily institutional analyses. 

Such research often responds to an unease within the 

Bank that, while understanding the wor k ings of such institutions 

if of importance, there is no clearly established mode of analysis 
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available. There may be an additional perception (especially in 

the case of factor markets) that there are important market 

distortions which need correction: examples would be barriers 

to entry in labor markets, controls on financial markets or 

regulations on urban land use. The basic contribution of such 

research is to provide -an analytic framework for discussion of 

policy issue in these areas. 

As such it is best seen as sharpening the Bank's 

own thinking about these issues, rather than being directly 

related to its operational activities. However, techniques of 

analysis first used in a research oontext can later be applied 

to country economic reporting, through the participation of 

researchers on economic missions. This has been the case in 

virtually all the subject areas mentioned above . 

(v) Analysis of development processes and 
structural change 

This category constitutes the most 'basic' research 

undertaken by the Bank. Most of the studies in the 'Development 

Policy and Planning ' category of the external r esearch program 

come under this heading, as well as certain studies classified 

under industry and agriculture. Specific examples include the 

program of work on income distribution, the quantitative 

analyses of the patterns of industrial development and the 

studies of the sources of growth . 

The immediate aim of this type of research is to 

contribute to our understanding of the nature of the development 

process, and to provide a comparative framework within which 
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individual country achievements and characteristics can be 

assessed. A longer term goal is to develop tools of analysis 

and a body of comparative information which permit country 

economic analysis to be come more rigorous. One analytic tool 

which has been extensively used in this class of studies is the 

economy-wide computable general equilibrium model. The 

development of in- house expertise on the construction of these 

models is beginning to have its effect on more orthodox country 

economic work, as exemplified by the application of such a model 

to the analysis of policy options in Turkey . In addition, work 

on income distribution has helped to introduce distributional 

issues into policy dialogue between the Bank and certain of its 

borrowers. 

SKBery:lt 
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Assessing the Impact of Bank Research: 
Three Case Studies 

I. Introduction 

This paper eYamines three areas in whi ch the Bank ' s 

outlook , or operating emphasis , has changed over the last decade , 

and in which the Bank has invested cffoit i n research . Through 

the use of case studies it attempts to demonstrate the channels 

by which the Bank's research has modi fied i ts operations and 

affected its institutional positions . 1/ The c ase studies are 

based on interviews of Bank operational personnel, on the per

ceptions of researchers and on the examination of Bank documents. 

The first case study deals with a fair l y specific, 

p roject-related issue , that of pricing policies in the e l ectric 

pm;er sector, where the Bank has increasingly pressed for the incor-

poration of efficiency pricing considerations i n the tariff 

policies of its borrowers. The second study deals with the 

change in the Bank's attitude towards issues of protection 

and industrial strategy . The impact of this change has been 

primarily on the Bank ' s country analysis and policy dialogue 

with its borrm-:ers, but has also affected t.11e strategy of its 

own industrial sector lending . The third study deals with the 

research strategy ,1hich has accompanied the Bank's concern 

1/ Additional case studies are t"o be fou1Jd a~ Chapter III of the 
1977 and 1978 reports in the \:orld nank Research Progrwr.. A 
discus~ion of the irnpact of the research program is also to be 
found on pages 10-13 of the 1977 report. 



with poverty redressal. This body of work i s more recent than 

the other two and its effects on Bank policy have only begun 

to be felt. 

2 . 

It should be stressed that the nature of the Bank ' s 

r esearch differs substantially in the three areas. In the area 

of public utility pricing, Bank research was able to draw upon 

a well-established theoreLical tradition and prior application 

of these principles in Western Europe. The research task was to 

adapt this work to the purposes of the Bank and its borrowe:rs. 

The Bank ' s research on comparative advantage and incentive 

policies was also able to draw on a reasonably \,·ell developed 

thcorctica 1 framework and on si:nilar ,.10rk b"?.ing ooPduct.ed clsa .. ncre. 

In the econor:iic analysis of poverty and income distribution, there 

is lesc agree:ne~t on the appropriate theo .. etical framework. The I3anl:: 's 

research effort has th8refore had to be mor~ exploratory. 

In the following narratives, no firm distinctions are 

drawn between the contributions of research and the contributions 

of researchers. Personal con tact between re_se.:i.rchers and the 

operating stuff have been of major importance in the spread of 

research ideas through the Bank. Thi~ paper, therefore, should 

be seen as an analysis of the role played both by research and 

by an in-house research staff in the I3ank ' s operations. 



I I . Efficiency Pricing i n El ectric Power 

Origins 

The Bank ' s traditional concerns wi th user charges 

i n revenue earning infrastructure pro j ects have been twofold : 

the need to generate internal resources for expansion , and the 

need for the operating c1.uthority to preserve autonomy from the 

l egislative budgeting process. 

In the late 1960s, the Bank began to pay attention to 

mi croeconomic aspects of user charges. An early and influential 

work was the volume, "The Economis of Road User Charges" by 

A. A. ~·;alters, published by the Bank. in 1968. Also in 19GB , 

the Bank's Public Utilities department began its first desk 

stuc.ies on rnarg ' 11ctJ. co~t prir,i ng in the electric power sector. 

After furt.her exploratory wod , this became a formal 

research project in 1971 to study public utility pricing and 
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i ts relationship to investment decision making in power , telecom

munications and water supply. 

The Research 

The res8arch in electric ro~eiwas to critique ~he Bank's 

existing methodologies , suggest improvements and to conduct case 

studies in several countris. The first report prepared under 
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the proj0ct established basic principles for marginal cost pricing 

in the power sector and provided guidelines on how the pricing 

structure ought to deviate from pure marginal cost if there were 

additional revenue objectives to be attained. 

Further work proceeded in two parallel directions: 

theoretical development and conduct of case studies. The 

theoretical work formalized the principles underlying the 

general Rpproach, and brought in explicit considcra~ion of 

uncertainty in demand. In addition the r esearch focused more 

directly on the relationships between tariff schedules, benefit 

measurement and investment policy , and explored ways in which 

r evenue requirements and social objectives could be reconciled 

·with the basic philosophy of marginal cost pricing. The costs 

and technicalities of metering were also studied. The outcome 

of lhi& woLk was a 1 three-step 1 approach to tariff deter~ination, 

beginning with an analysis of marginal costs of supply at various 

points in time, acljus ting tlJ.is cost schedule to cope with prac

ticalities of metering and then adjusting this 'ideal tariff ' to . 
allow for consideration of finance, fairness or acccptabiJity. 

Concurrently with this theoretjcal work, case studies 

were undertaken on Tunisia, Sudan , Thaila.rJd as a formal part of 

the research and in Andhra Pradesh in India for the regional 



projects dcpurtment . The case studies were undertaken in 

countries s uggested by projects staff. These were des i gned 
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t o expose the researchers to a broad range of operating contexts, 

a nd to confront them with the practical problems i nvolved in 

i mplementing their approach. The theoretical papers and the 

c ase studies were finally published together as a World Bank 

Research Publication entitled "Electricity Economics : Essays 

and Case Studies" in 1977. 

The research phase served to convince Bank staff , 

particularly those in CPS, on several points. The first was 

that an 'economic' rather than ' accounting' approach to pricing 

was war!"anted and that pricing policies were especially important 

fo_r investment decisions in sectors where the explicit identifica

tion of benefits was difficult. The second was that the empirical 

application of an 'economic' approach was tractable, and that the 

compromises needed to apply the principle did not violate its 

essential logic. 

Dissemir.ation 

The next step was to disseminate the new approach to 

regional projects staf~, and to get them t.o discuss tariff issues 

within this framework with the borrowers. One channel used by 

the CPS \vc?.s its review of projects under preparn.tion. These 

reviews provided a forum for exar, ining existing tariff structures 



and for requesting borrowers to undertake tariff studies . The 

use of this review power was supplemented by a more general 

campaign of explanation , illustration and documentation . 

6 . 

An important element in winning acceptance was the 

presentation of the basic logic of efficiency pricing in clear, 

nontechnical form. The regional projects staff consists of 

engineers and financial analysts , rat~er than economists, and 

they had to be inducted into the micro-economic point of view. 

The fact of case studies already being available was an important 

factor in determining the acceptabili ty of the proposed approach. 

The dissemination process has not been restricted to 

Bank staff alone. The Public Utilities department of CPS toc,k 

the view that this approach to power pricing would not be fully 

i nstitutionalized until the power authorities themselves possessed 

an in-house capacity to undertake tariff studies. Accordingly, it 

has been conducting regional seminars in various parts of the Horld 

to train technical staff from the borrowing entities in tec1 1iques of 

tariff analysis. 

Effects on Policy 

In 1974 the Public Utilities department drew upon the 

research it hc1d undertaken in the electric power field as ,,1ell 

as its analyses in .other sectors in the preparntion of a CPS 

policy document entitled "The Economic Evaluation of Public 



7. 

Utilities Projects" . Nork on pricing had simultaneously been 

proceeding on similar lines in other sectors , including the 

analys is of pricing rules in port projects and water charges 

in irrigat ion projects. Formulation of the general principles 

that should govern cost recovery policies in public sector 

projects was issued in 1975 by a member of the Projects Advisory 

Staff. A condensed version of this paper appeared in March 1977 

as an ' Operational Manuul Statement'. The incl~sion o f the 

efficiency pricing concept and the associated body of ideas in 

this document marks their acceptance as official Bank policy. 

Operational Effects 

The change in the Bank's approach to pricing policy 

can be seen by examining successive appraisal reports for power 

projects in a given country. In the case of Thailand, for 

instance, the discussion of tariff policies. in a 1969 appraisal 

report was purely concerned wiLh cost recovery and a target for 

self-financing of in\·estment by the borrower. A 1974 appraisal 

report concurred with this general approach .to cost recovery 

policies. By contrast , a 1977 app: ... isal report referred to the 

working paper that h~d been produced under the research program 

and noted that "Government and EGA'l' (the power authority) have 

agreed to carry out_a t ariff study of tne entire power sector 

on a marginal cost basis • ... 11
• Similar tariff reviews arc 

being undertaken in othe r countries. 

---- ~ ------ ---- ----~-



III. Incentive Policies and Comparative Advantage 

Bank Research 

Formal Bank research on LDC incentive policies began 

in 1967 with the research project "The Structure of Protection in 

Developing Countries ", the findings of which were published as 

a book i n 1971. This project described the adverse consequences 
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of inward looking industrialization policies followed by developing 

countries after the Second World War. The countries studied were 

Brazil, Chile , Mexico, Malaysia,_ Pakistan and Norway, and the 

allocative effects of the protective structure were analyzed through 

the use of effective rate of protection calculations. 

Subsequent work has been undertaken in the context of 

two concurrer).t projects. The project "Development Strategies in 

Semi-Ind1..:strial Countries" has attempted to demonstrate the 

superior consequences of oub1ard looking policies in countries 

fc.!.2.o·.: i '1g .:1 v.::i.:::-icty of development.. st.r&tcg:i.es. The countries 

studied are Argenti a, Colombia , Israel, Korea , Singapore and 

Taiwan . The scope of the investigation has been extended to 

cover credit and tax incentives and to estimate effective rates 

of subsidy that incorporate all these incentive measures. The 

project also analyses the export or import bias of the incentive 

structure. 

The project "Industrial Policies and Economic Integration 

in Western Africa" establishes quantitative measures of the incentive 

structure and assesses sectoral comparative advantage on the basis 

of domestic resource cost calculations. Estimates of domestic 
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r esource cost are made for both agricultural commodi ties and 

i ndustrial products, while incentive calculations are r es tricted 

t o j ust the industrial sector. Both sets of c alculations for 

industr y have used firm l evel data. Countries studied are Ghana , 

the Ivory Coast, Mali and Senegal. 

Dissemination 

Cons.la 1rable efforts have b E:en made to dissl:minate the 

resu]ts and po licy implications of this research. An early summary 

of the. findings of "The Struct.ure of Protect.ion in Developing Coun

tries II was circulated internally in 1970. Personal contacts 

betwf'en researchP:rs cind ope:rr1tin0 staff, discussion of results 

and presentation of seminars have been extensive and appear to 

have been of importance in spreading the policy implications of 

the analysis. The influence of rese.:i.rchers in diffusing analytic 

t echnique is discussed below. The dissemination of results 

outside the Bank, particularly to the governments of the 

countries studied, was also given high priority. This process 
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was a i ded by the f act tha t the a uthors of several country s tudies 

in the research projects rose to in fluentia l pos i t ions in their 

government s. 

Effects on Country Economic Anal ysis 

There has been a considerable change i n the discussion 

o f i ndustrial strategy in country economic and industrial sector 

analysis between the late 1960s and the present. _!/ The reports 

of the sixties and the early seventies were typically complacent 

about the import substitution policies of count1.ies. By contrast , 

more recent reports tend to be vigorous in their advocacy of out

ward looking strategies, and critical of the maldistribution of 

r esources thought to result from unbalanced and excessive protec t ion. 

Complementing this strategic reorientation, there has been 

a trend toward a more sophisticated discussion of resource alloca

tion issues. Recent reports are more prone. to make industry

specific investment recommendations on the basis of comparative 

advantage criteria, to discuss the internal allocative role of 

exchange rate policy, and to relate the pat"l;ern of economic 

activity to the structure of incentives. According to staff in 

the Bank's Regional Offices , the use of formal methodology and 

the presentation of specific and detailed results are increasingly 

important for the Bank's policy discussions with government to be 

credible. 

1/ A sample of 23 reports on six countries was examined for this 
exercise. 
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Despite the demand for more thorough work , the expense 

and l ength of time needed for a proper analysis of the incentive 

system makes this difficult to encompass within a conventional 

economic or sector mission. In some cases (such as the work on 

the I vory Coast and on Korea) detailed analysis undertaken initially 

in a research context has been absorbed into the country economic 

r eport and entered into the Bank ' s policy discussions in that way . 

In addition, the regional offices have undertaken initiatives: 

early examples were a study of effective protection in Iran, 

conducted under regional sponsorship , with the participation of 

r esearch staff on the study team, and a report on Nicar agua . A 

more current exdmple is a study on the effects of trade and other 

incentive policies in resource allocation in the Cameroon. This 

is being done in the context of a r eview of the industrial sector r 

and the exercise is making use of staff from the DPS , the CPS and 

the regional office together with staff from the Cameroon and from 

UNIDO. Certain recent research initiatives should also be noted. 

The Sout.h Asia Region Office has initiated a. study to examine 

incentive i ssues in relation to the trade policy of Bangladesh. 

The earlier cited project on West Africa has l ed to a comparative 

investigation of agricultural pricing, sponsored by the Agricul

tural Pro jects Department of crs. 
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Wider use of these t echni ques i s a l s o const rained by the 

availabil ity of staff t o undertake the r equired anal yses . Despite 

their interest , regional staff can seldom be released for the t i me 

needed for proper training i n the new methodol ogy , or fo r its execu

tion . As a result, whether or not a study gets done depends on 

whether a DPS researcher can be released for regional work , or a 

sui table consultant identified. In general, the DPS i s not equipped 

t o meet all requests for such regional support. As a consequence; 

t he quality of t:he treatment that this set of i ssues gets in country 

reporting still depends heavily on the availability and contribution 

of specific individuals. 

The Irnnact. on Country Policies 

In some cases the effects of the research on policy making 

have been direct and appreciable. An example of this is Arger-tina, 

where a reform of the system of incentives resulted from the Bank's 

research findings. The authorities have since commissioned a second 

study to obtain more recent information for a change in tariff 

policies. Policies in Israel, Korea, Singapore and Taiwan may 

have been influenced by the fact,notcd earl:i.er, that several of 

the researchers are now in policy-making positions in their govern

ments. The Western Africa research project has led to a tariff 

and tax reform in Senegal. In addition, Bank research staff have 

advised several LDC govc..,rnrnents on incentive system reforms and 

trade liberalization strategics. The Government of Nigeria has 

commissioned a study of incentive policies with the Bank's assistance 

which is now complete. 



I V. Research and the Concern v:i th Poverty 

Change in the Bank ' s Orientation 

I n the early 1970s , the Bank ' s orien tati on shi fted 

toward explicit concern with poverty alleviat ion i n developing 

countries. This arose from the judgement that conventi onal 

devel opment strategies had made an inadequate impact on the 

we l fare of the poor. 

This shift was signalled in four speeches de l ivered 
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by Mr. McNamara. The Santiago address to ur:;;CTAD in April 1972 

discussed the unevenness of development. within as well as between 

countries. The September 1972 address to the Board of Governors 

suggested the establishment of targets for income growth among 

the poorest 40% of the population, the promotion of labor 

i ntensive projects and propv::,ed shifts in the pattern of public 

expenditure towards the very poor. The September 1973 address to 

Board of Governors in l'~airobi focused upon inequality, the con

centration of poverty in rural areas and strategies for rural 

development. The September 1975 address to U1e Governors 

examined issues of poverty redressal and employment creation in 

t he urban sector. 

Bank Research 

Initial Bank research on the economics of poverty and 

inequality besan in 1972, in collabor~tion with the Institute of 
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Development Studies at Sussex University. Papers on a variety of 

factual, analytic and policy topics were prepared for a conference 

in April 1973; this work appeared in a substantially modified form 

as a World Bank Resea:t ch Publication , 11 Redistribution with Growth 11 

(1974). 'l'hc shift in Bank. orientation spawned further r esearch 

in a variety of areas. These may be discussed under the following 

headings : 

(i) Dimensions of poverty and inequality. 

(ii) Analytic frameworks for antipoverty policy . 

(iii) Issues in t.:he provision of public services. 

(iv) Creation of income opportunities for the poor. 

A brief descript..;,_on of the research undertaken in each area is 

provided belo~. l/ 

An in;portant initial objective of the ensuing research 

has bePn to r>St?blis!:"i t.'1-ie ::::scpc z.nd qu.:11:i..ty of exist..:.n9 cJata on 

income distr:ibut ion in developiny countries. This was felt 

necessary to establish the factual position less ambiguously , 

and to permit identification of socioeconomic target groups . 

Seve1. al rcseurch projects have accor<1 :; ngly concerned thernscl ves 

with the assc:r.ibly and b asic analysis of income distribution data 

sets from all over the ,·1orld. 

l/ A fuller description of individual research proj(>cts, and of 
the research strategy motivating tl)cm is provided on pp. 31-45 
or the Annual Report of the World Bank Research Program 
(Janu;iry 13, 19 77) , which has been made avnilablc to the Panel. 

- - - --- - - ~- --- - - - ----- - ~ - - - -~ 
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Work on provision of public servi ces has been both 

economic and technical. The economi c work has consisted of 

empirical analyses of the distributive pattern of public 

expenditure. Complementing this has been an extensive program 

of worJ:, especially in the fi e ld of public utilities, which has 

aimed to establish delivery systems and design standards wh ich 

facilitate access to such Eervices by tl1e poor. In a slightly 

different vein, work has been initiated on aspects of food dis

tribution policy and its potential role in alleviating malnutrition. 

The Bank's income augmenting strategy in rural areas has 

concentrated on the small farmer, and has stressed the importance 

of integrated rural development. An early research project, the 

African Rural Development Study, compared country experiences 

\·Tith rural development in Africa. Other work on rural development 

has included attempts to devise a coherent·ana]ytic basis for 

both design and evaluation of rural development projects. 

In the urban sector the basic strategy for increasing 

the productivity of the poor has centred on. the promotion of 

smell scale enterprises. Systematic examination of the charac

terictics of small scale enterprises, the policy environment in 

which t.11.ey function, constrain ts to their grov. tL, and successful 

promotional interventions is being undertaken in a recently 

initiated research project. 



Assessing the Impact 

The discussions surrounding "Redistribution with Growth" 

and the book i tself helped to contribute various i deas to the 

development of Bank policy. Perhaps the most important was the 

definition and identification of key poverty targe t groups in 

both urban and rural sectors ,,hich could become the focus of an 

altered lending strategy. The second was redirection of the 

initial emphasis on relative poverty to concern with issues of 

absolute poverty. The third was a stress on provision of public 

services as a supplement to the basic strategy of increasing t11e 

productivity of the poor. 

All three elementP: have continued to characterize the 

Bank's basic approach to antipoverty policy . The consequences 

for Bank loan operations of these strategic choices have been 

substantial. The sect.oral composition of the lending program 

has shifted away fro::n conventional infrastructure project towards 

agriculture; in addition the 'target group' concept has been 

formalized as an aspect of project justification. 

As with the work on effective protection, so!l'e of the 

results of the research have been directly absorbed into country 

economic reports and entered into policy discussions between 

the Bank and the country. This for instance has been the case 

with the analysis of income distribution in Malaysia and of 

trends in poverty in India. The concern for documenting the 

16. 
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fac ts of income distri bu t ion and fo r i dentifyi ng poverty t a r get 

groups has widened beyond the research communi ty a t t he Dank to 

become a more general focus of country economic analysis. In 

certain cases this transition has taken the f orm of de t ailed 

country studies sponsored by the regional off i ces , t he findings of 

which have also figured in the policy dialogue between the Bank 

a nd the country, and in discussions of Bank lending strat egy. 

Exanples of this ,..rould be work undertaken on Brazi l , Tan zania 

and Kenya. A similar process has occurred in the analyses of 

t he labor market; the examination of these issues has become 

absorbed into country economic work, ar ,1 in this process of dis

semination researchers have played an active role. 

The program of work on public service delivery has 

h~d a direct effect on the Bank's own policies. Based .in part 

on the findings of research, sector papers . \•1ere prepared on 

village water supply and rural electrification, and have guided 

the Bank's lending in these areas. The research on disposal of 

effluents , although still underway, has begun to have an effect 

on design standards in urban proj ects. More generally, the 

i nitial concern with provision of public services as an element 

i n a poverty 1.edressal strategy has broadened into the recent 

emphasis on the provision of basic needs to the poor, and the 

Bank is now involved in the formul ation of a detailed basic 

needs strategy for Mexico. 
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Much of the research on income augmenting strategi es 

for the poor has got undenrny comparatively r ecently , and i ·L is 

premature as yet to assess its impact. The more analytic 

approaches to the design and evaluation of rural development 

projects arc still in the process of completion. Similarly, 

a major study for integrated examination of employment, l abor 

market, and spatial issues (the City Study) is still underwuy 

but is expected to provjde the basis for a comprehensive approach 

to the 'urban informal sector' when complete. 

SBery/AGelb:tr 
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EXTERNAL RESEARCH PROJECTS BY FUNCTIONAL GROUPING 
(current and past) 

Development Policy and Planning 

Gene ral/Planning 

670 - 02 
670 - 04 
670 - 10 

Country Programming Study: Chil~ 
Study in Multi- Level Programming : Ivory Coast 
Survey of Economy- Wide Planning Models 

I . B . Income Dist r i bution 

670- 06 
670- 09 
670-69 
670- 83 
670 - 84 
670 - 85 
670 - 94 
670- 96 
671- 08 
671- 36 
671- 41 
671-76 

Short- run & Long-run Influences upon Income Distribution 
Size Distribution of Income 
Growth & Income Distribution in Brazil 
Evaluat ion c f Latin American Data on Income Dis t r ibution 
Growth , Employment and Size Distribution of Income 
Urban Income Distribution in Latin America 
Employment and Income Distribution in Malaysia 
Distribut ive Impact of Public Expenditures 
Evaluation of Asian Data on Income Distribution 
Income Di stribution in Thailand 
Indirect Estimation of the Size Distribution of Income 
Household Incomes and Expendi tures in Mexico 
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Growth/Country Economic Analysis/Development Strategy 

670-01 
670-03 

670-05 
670-07 
670-08 
670-54 
670-68 
670-74 
670-86 
670-92 
671-01 
671-25 
671-27 
671-58 
671-65 

671-66 
671-69 
671-72 

Development Strategies in Semi-Industrial Countries 
Patterns of Demand & Savings in the Development 
Process 
Cross-Section Analysis of the Development Process 
International Model 
Project Appraisal and Shadow Prices 
Employment and Capital-Labor Substitution 
International Comparison Project 
Analysis of Income and Consumption (ECIEL) 
Prototype Models for Country Analysis 
Conferences 
Country Concentration 
Commercial Bank Behavior 
Social Accounts & Development Models 
A General Algebraic Modelling System 
Small Enterprise Financing: Role of Informal 
Credit Market 
Research Support for the World Development Report 
Capital Market Imperfections and Economic Development 
Growth Poverty and Basic Needs 
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International Trade and Finance 

670-11 
670-19 

670-22 
670-49 
670-79 
670-81 

670-82 
671-09 

671-10 
671-23 
671-28 
671-35 
671-56 
671-67 

671-68 
671-75 

Prospects for Jute and Competition from Synthetics 
Expansion in Manufacturing for Exports in 
Developing Countries 
Economies of Scale & Tariff Levels 
International Hotel Comparison 
Economic Development of East & Southeast Asia 
Comparative Analysis of Resourc e Allocation 
in Cocoa Production 
Seminar in Inflation and Commodity Prices 
Natural Resources & Planning -
Issues in Trade & Investment 
Promotion of non-Traditional Exports 
Agricultural Commodity Projections 
Linkage of Commodity and Country Models 
Export Incentives in Developing Countries 
Marketing Manufactured Exports 
Effects of Increased Imports of Manufactured 
Goods from Developing Countries 
Key Institutions and Expansion of Manufactured Exports 
International Trade Policy for the 
Development of Bangladesh 



• 

• 

- 4 -

III. Agriculture and Rura l Development 

670-12 

670-13 

670-14 
670-15 
670-16 
670-18 
670-50 

670-73 
670-80 
670-89 

670-93 
671-04 
671-17 
671-21 
671-22 
671-24 · 
671-29 

671-34 
671-39 
671-42 

671-43 
671-44 
671-45 
671-57 

671-62 

671-64 
671-80 

Reappraisal of Credits for Financing Farm 
Mechanization in Pakistan 
Evaluation of Alternative Methods for Specifying 
Agricultural Sector Development Strategies 
Agriculture Mechanization Study in India 
Agriculture Research and Productivity Changes 
Agricultural Sector in Mexico 
Rural Development in Africa 
Mechanization in India: Its Extent and 
Effects on Hired Labor 
Rural Development in Northeast Brazil 
Land Reform in Latin America 
Development Strategies for Smallholder 
Agriculture in Yugoslavia 
Evaluation of Lilongwe Land Development Program 
Rural Savings and Investment 
The Analytics of Change in Rural Communities 
Foodgrain Production in Asia 
Raising the Productivity of Small Farms 
Simulation of Buffer Stocks 
Agricultural Pricing and Storage Policies 
in East Africa 
Management and Organization of Irrigation Projects 
Price Intervention in Agriculture 
Country Case Studies of Agricultural Prices 
and Subsidies 
Consequences of Ris k for Agricultural Policy 
Agricultural Innovation and Rural Development 
Programming and Designing Investment: Indus Basin 
Distribution of Income through the Extended 
Family System 
India: Impact of Agricultural Development 
on Employment and Poverty: Phase I 
Food Deficits of Target Groups 
Evaluation of Food Distribution Schemes 



• 

• 

IV. Industry 

670-20 
670-21 
670-23 

670-24 
670-25 

670-77 
670-87 

670-95 
671-05 
671-32 

671-51 
671-59 
671-71 
671-77 
671-79 

- 5 -

Industrialization and Trade Policies for the 1970's 
Export Promotion and Preferences: India 
Scope of Capital-Labor Substitution in the 
Mechanical Engineering Industry 
Programming in the Manufacturing Sector 
Industrial Capacity Utilization in 
Selected Latin American Countries 
Financing of Small Scale Industry 
Industrial Policies and Economic Integration 
in West Africa 
Industrial Capacity Utilization 
Patterns of Industrial Development 
A Comparative Study of the Sources of Industrial Growth 
and Structural Change 
Appropriate Industrial Technology 
Small-Scale Enterprise Development 
Public Manufacturing Enterprises 
Appropriate Industrial Technology, Phase II 
Sources of Growth and Productivity Change: 
A Comparative Analysis of Three Countries 



• 
v. 

• 

- 6 -

Transportation 

670-26 

670-27 
670-28 

670-29 
670-30 
670-31 

670-32 
670-33 
670-71 
671-13 

671-14 
671-50 

Substitution of Labor and Equipment 
in Civil Construction 
Highway Design Study, Phase II 
Measurement of Road Width/ 
Vehicle Speed Relationship 
Yemen Arab Republic Feeder Road Study 
Impact on Port Congestion of Ship Rescheduling 
Promotion of Road Construction Industry 
in Developing Countries 
Compilation of Highway Design Standards 
Railway Traffic Costing Study 
Ethiopia Feeder Road Study 
Port Pricing and Investment Policies 
for Developing Countries 
Madagascar Feeder Road Study 
Economic Role of Railways 



• 
VI. 

• \ 

• 

- 7 -

Public Utilities 

670-36 
670 - 37 
670-38 

670-39 
670-67 
670-76 
671-11 
671-12 
671-46 

Property Values and Water Supply 
Village Water Supply 
Analysis of Problems and Issues in 
Village Electrification 
Pricing and Investment in Electricity Supply 
Standards of Reliability of Urban Electricity Supply 
Pricing and Investment in Telecommunications 
Public Utility Pricing and Investment 
Reduction in Waste Water 
Appropriate Technology for Water Supply 
and Waste Disposal 



• - 8 -

• 

VII. Urbanization and Regional Development 

670-34 
670-40 
670-41 
670-70 
670-97 
670-98 
671-16 
671-18 

671-20 
671-37 

671-47 

Urban Transport and the Automobile 
Economic Model of Internal Migration 
The Urban Data Needs of the IBRD 
Urban Public Financing and Administration 
Urban and Regional Subsystems in West Malaysia 
Urban Land Use Policies: Taxation and Control 
Standards for Site and Services Projects 
Pricing and Financing of Urban Public Services: 
Water Supply and Sewage Disposal 
Urban Traffic Restraint (Singapore) 
Analyzing the Effects of Urban Housing Policies 
in Developing Countries 
Strategic Planning to Accommodate Rapid Growth 

in Cities of Developing Countries ("City Study") 



• VIII. 

• 

• 

- 9 -

Population and Human Resources 

VIII.A . 

670-42 
670- 44 
670-46-

670- 51 
670-78 

670-91 
671- 19 
671-33 
671-49 
671-52 
671- 54 
671-55 
671-60 
671-78 

VIII.B. 

670-43 
670-45 
670-47 
670-75 
670- 90 
671-06 
671-07 
671-26 
671-30 
671-31 

671-4 8 
671-63 

Education 

Professional Structure in Southeast Asia 
Education Finance and Income Distribution 
Cost Effectiveness of Alternative Learning 
Technologies in Industrial Training 
Survey of Non-Formal Rural Education 
Project Evaluation Methodology: 
Education Attainments 
Benefits of Schooling for Workers 
Economic Development and Educational Reform 
Ability Characteristics as Factors of Production 
Education and Rural Development in Nepal and Thailand 
Occupational Structures of Industries 
Economics of Educational Radio 
Retention of Literacy/ Numeracy Skills Among School Leavers 
The Influence of Books on Learning 
Educational and other Determinants of Farm 
Household Response to External Stimuli 

Labor & Employment 

Labor Market in Malaysia 
Labor Force Participation - Income and Employment 
Costa Rica Unemployment Survey 
Rural and Urban Public Works 
Labor Market in a Rapidly Growing Economy 
Employment Models and Projections 
Council for Asian Manpower Studies (CAMS) 
Migration Patterns in West Africa 
Structure of Rural Employment Income and Labor Markets 
A Comparative Analysis of Rural-Urban 
Labor Market Interactions 
Urban Labor Markets in Latin Ame rica 
Labor Migration and Manpower in the 
Middle East and North Africa 



• 

• 

VIII.C. 

670-48 
670-99 

671-02 
671-03 
671-15 

671-38 
671-40 

671-53 
671-61 

671-70 

671-73 

671-74 

671-81 

Population/Health 

Economic Issues of Health 

- 10 -

Economic Aspects of Household Fertility Behavior and 
Labor Supply in Northeast Brazil 

Population Growth and Rural Poverty 
Maximizing Usefulness of Household Surveys 
Effects of Health and Nutrition Standards on 

Worker Productivity 
Narangwal Population and Nutrition 
International Review Group on Research in 

Population and Development 
El Salvador Health Study 
Socio-Economic Aspects of Fertility Behavior 

in Rural Botswana 
Case Studies of Determinants of Recent 

Fertility Decline 
Kenya - Health, Nutrition and Worker 

Productivity Studies 
The Economics of Schistosomiasis 

Control Activities 
Determinants of Fertility in Egypt 

June 6, 1978 



External Expenditure FY75 to FY78, Compared to Guidelines 
(Percentage of external expenditure ) 

Category 

IA. General Planning 

IB. Income Distribution 

IC. Growth/Country Economic 
Analysis 

II. International Finance 
and Trade 

III. Agriculture a nd Rural 
Development 

IV. Industry 

V. Transportation 

VI. Energy, Water and 
Telecommunications 

VII9 Urbanization 

VIIIA. Education 

VIIIB. Labor and Employment 

VIIIC. Population, Nutrition , 
and Health 

Others 

Guideline s 

1.0 

14.0 

10.0 

4.0 
~ 

20.0 

10.0 

10.0 

5.0 

10.0 

5.0 

5.0 

5.0 

1.0 

100.0 

1/ Actual for FY75 to FY78 (in FY79 $). 
.. 

Actual 1/ 

11.4 

13.4 

6.4 

17.9 

6.5 

11.0 

8.1 

7.8 

4.6 

7.5 

4.7 

0.7 

100.0 



.~~le 1: Outlays under the i::xtcmal Ec,Jea.i:ch Prog1 by Functional Calcgory : FY73 Lo .... d 8 

Category 

I. Development Policy 
and Planning 

A. General Planning 
B. Income Distribution 
C. Growth/Country 

Analysis 

'l'ota 1 Section I 

II. International Trade 
and Finance 

III. Agriculture and Rural 
Development 

IV. Indus try 

V. Transportation 

VI. Public Utilities 

VII. Urbanization and 
Regional Development 

VIII. Population and Human 
Resources 

A. Education 
B. Labor & Employment 
C. Population & Health 

Total Section VIII 

IX Other 

GRAND TO'l'AL 

FY73 
(Actual) 

124.6 
121. 3 

273.6 

519.5 

17. 2 . 

300.7 

102.2 

433.8 

144.0 

55.6 

96.2 
74.7 
6.7 

177.6 

22.6 

1773.2 

(in thousands of us dollars) 

FY74 
(Actual) 

10.l 
295.3 

174.5 

479.9 

52.8 

301.6 

222.6 

199.4 

123.3 

78.8 

68.8 
178.1 
15.5 

262.4 

20.9 

1741.7 

FY75 
(Actual) 

374.0 

165.3 

539.3 

49.7 

342.2 

118.l 

323.6 

82.8 

214.5 

71.6 
175.2 

59.6 

306.4 

9.2 

19 85. 8 

FY76 
{Actual) 

343.6 

344.8 

688.4 

150.2 

238.6 

141.4 

229.6 

37.4 

172.8 

54.1 
225.5 
126.6 

406.2 

2064.6 

FY77 
{Actual) 

118.7 

367.B 

486.5 

172.0 

503.9 

99.3 

248.0 

232.7 

65.1 

51.4 
69.9 
91.0 ·. 

212.3 

19.4 

2738.0 

FY78 
(Actual) 

' 

73.1 

241.3 

314.4 

118.3 

' 
493.6 

184.3 

86.6 

380.0 

193.3 

222.1 
146.3 
121.4 

489.8 

40.4 

2300.7 

FY73-FY78 
'lbtal 

134. 7 
1326.0 

1567.3 

3028 .o 

560.2 

2180.6 

867.9 

1521.0 

1000.2 

780.1 

564.2 
869.7 
420.8 

1854.7 

112.5 

11905.2 

Source: For FY73-FY 75 data,Annual Report of the World Dank Research Program, December 30, 1975. 
For l'Y7E ar.d FY77 data, Annual Report of the World Bank Research Program,January 23, 1978. 
For FY78, P&B data. \ 
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Research Advisory Panel DATE: October 25, 1978 

FROM: Alan Gelb, VPD 

SUBJECT: Current Status of Panels 

1. Conunodities: First me eting held July 10-14; if t-.....__ 
Second me eting planned for February 79. 

2 . Transportat ion: First meeting held July 10-15; f1o./).,;, 
Second meeting, October 30 - November 3. 

3. Trade and Industry: First meeting held July 17-20; c; 
Second me eting planned November 30-- December 2 . l2,,. CN-

Agriculture: First meeting held September 7-15; Q,., 0.-.- (A-<..~ .JJ. 
Second me eting planned December 11-15. 1 

4. 

5. Public Utilities: First me eting October 17-19; 
Second meeting planne d for February 79. 

6. Income Distribut i on and Employment: Pane l report 
distribute d t o EDs J u ne 78 (Se cM78- 493). ~ 
Research Committee discussed Panel's 
reconunendations June 27 , 1978 . 

7. Education: Panel members have visited several countries. 
Pane l me ets October 30 - Novembe r 1 in Washington; f-1 
draft Panel report is currently b e ing circulated. 
A report is e x pected in November. 

AGelb:tr 



• TO: 

FROM: 

SUBJECT: 

• 

• 

WORLD SANK / INTERNATIONAL FINANCE CORPORATION 
I 

OFFICE MEMORANDUM 
Mr. Holl is B . Chenery DATE: October 2 3, 1978 

Suman Be~ 

Timetable for draft reports by Specialized Panels 

1. The following is the cur rent schedule for repor ts by 
the Specialized Research Advisory Panels: 

Agriculture and Rural Development 

Draft report expected to be prepared at December 
meetings and available for c irc u lation by end 
December. 

Commodities 

Draft report to be prepar ed by Chairman at 
beginning of January. Panel will meet again 
in Washington end January, early February, 
1979 • 

Industrial Development and Trade 

Panel will prepare draft in Washington end 
November . Draft for circulation should be 
available mid December •. 

Public Utilities 

Complete draft will be prepared at second 
meeting of Panel , February 12 to 18 , 1979. 

Transportation 

First draft prepared . Second meeting of panel 
at end-October . 

2 . Detailed terms of r eference and work programs are 
available for the Industrial Development and Trade, . 
Public Utilities and Transportation Panels, and are attached. 

Attachments : 

SKBery:lt 



• ,. .... i. 

Narratives of New Research Projects 

Industry and Regional Effects of Increased Imports of Manufactured 
Goods franDeveloping Countries 

·Potential exports of manufac~ures by developing countries 

depend critically upon protectionist measures adopted in developed 

countries. This study will analyse the economic, social and 

political factors which have affected the nature of protection on 

an industry basis for the United States over the past 30 years. 

The study's objective is to assist in determining sectors of poten

tially successful export expansion for d~veloping countries by 

anticipating industries potentially able to master powerful pro-

tectionist forces. (Ref. No. 671-67) 

Key Institutions and Expansion of Manufactured Exports 

The principal aim of this project is to learn more about 

the promotion of and prospects for manufactured exports from 

developing countries. The s::udy will focus initially on the marketing 

of consumer goods in the United States with emphasis on non- price 

aspects of competitiveness. Subsequently it will assess the prospects 

for specific manufactured exports. It also aims to identify informa

tion sources to improve World Bank projections of manufactured exports. 

(Ref. No . 671-68) 



2. 

Capital Market Imperfections and Economic Development 

This study is closely related to other Bank projects on 

small enterprises and capital markets (671- 25, 671-65, 671-59) and 

aims to study the interaction between capital market structures and 

economic development. The effects of capital market imperfections 

in discriminating against traditional sectors and the effect of 

policy interventions are central themes. The study will use a 

country specific and substantially rnic~o-economic approach. A 

later phase involves analysing the relationship between financial 

development and GDP growth. (Ref. No. 671-69) 

Case Studies ·of Deter minants of Recent Fertility Decline in 
Sri Lanka and South India 

Fertility declines of the magnitude recently observed in 

Sri Lanka and Kerala are virtually unprecedented in poor populations. 

Between 1969 and 1974 the Sri Lanka birth rate declined from 37 to 

27 births per thousand; in Kerala it fell to 22. In both areas, 

changes in marriage patterns were largely responsible. This 

study aims to understand these fertility declines and to study 

the determinants of age at marriage, using household sample survey 

data. (Ref. No . 671-70) 



Small Enterprise Financing: The Role of Informal Credit Markets 

Despite the importance of so-called informal credit 

markets in the financing of small enterprises in Asia and Africa 

3 • 

they have been little studied. Greater knowledge of their operations 

would be useful in designing policies to operate through the credit 
. 

market and in obtaining estimates of transaction costs. This project 

involves a study of the indigenous bankers of India, the Shroffs. 

A number of these and of their clients will be interviewed. The 

project is also intended to indicate those aspects of the informal 

credit market most in need of study in other countries. (Ref. No. 671-65) 

Research Support for the ·World Development Report 

The principal objective of this project is to refine and 

improve a fifteen-region global model, ,which has been developed to 

explore the growth potentialities of the developing countries under 

alternative assumptions about international developments and domestic 

management . The model encompasses a variety of economic and techno

logical constraints to development. The growth of individual regions 

will be described by submodels, and some 20 product groups will be 

differentiated. The study will also deal with protectionism and 

changes in market share between developed and less developed 

countries. (Ref. No. 671-66) 



4. 

Labor Migration and Manpower in the Middle East and North Africa 

Littl e is cur rently known about the phenomenon of sub

s tantial labor migration in the Middle East and North Africa, although 

about 2 million pers ons migrated in this region in 1975 . This 

study will p r epare projections of manpower supply and demand for 

1975- 85 us ing computer simulation manpower-planninq model~ . 

Projections will be for 8 major sectors and 7 broad occupational 

groups. The study will also examine the economic implications of and 

prospec ts for future labor movements. (Ref. No. 671-63) 

Pro jections on the Extent of Food Deficits of Target Groups 
under Alter native Policy Programs 

Large segments ·of the populations of developing countries 

may continue to consume at levels below minimum nutritional standards 

even when aggregate food supplies are likely to be sufficient to 

cover average nutritional needs. This study will estimate food 

deficits by major commodity categories as experienced by target 

groups of the population. Calorie-income functions will be 

computed, and projections will show food and distribution require

ments under a number of alternative policy prog rams and relative 

price shifts. (Ref. No. 671- 64) 



5. 

Managerial Structures and Practices: Public Manufacturing Enterprise 

Government owned and managed enterprises form a substantial 

and growing segment of the industrial sector in a number of developing 

countries. The purpose of this research is to identify those charac

teristics of the structures and policy environment that are consistent 

with the efficiency and growth of such enterprises. The project draws 

on organization theory and management __ science to study, by extensive 

interviewing, several industries in each of Egypt, India and Yugos

lavia. The study is directed mainly at strengthening the Bank's 

ability to deal with management and other issues arising out of 

lending to the public sector. (Ref. No. 671-71) 

Growth, Poverty and Basic Needs: Development Policies in Sri Lanka, 
Kerala and Punjab 

"Basic needs baskets" have been differently packaged and 

delivered in Sri Lanka, Kerala and the Punjab. Whereas the last

mentioned has relied mainly on accelerated economic growth to alle

viate poverty, the first has relied on subsidies and public services 

to achieve a fairly high level of basic needs satisfaction at low 

income levels. This study will prepare a comparative pict?re of 

the causes of development in each region, attempt to isolate tradeoffs 

and complementaries between basic needs satisfaction and growth, 

and identify consequencesof policy interventions. (Ref. No. 671-72) 



Kenya - Health, Nutrition and Worker Product~vity Studies 

The relationship of health and nutrition to the producti

vity of Kenyan road workers, and that of parasitic infections to 

the growth of children have both been investigated by a previous 

World Bank research project (Ref. No. 671-15). This study extends 

the earlier research and will evaluate a number of possible policy 

interactions. The effects of different caloric intakes on work 

output will be determined. Health and nutritional factors will be 

surveyed and evaluations will be perfo~ed of alternative feeding 

and parasitic control programs. (Ref. No. 671-73) 

The Economics of Schistosomiasis 

Schistosomiasis is a tropical parasitic infection that now 

victimizes about 250 million people in 71 developing countries. 

Moreover, with the development of irrigated agriculture,dams and 

fisheries, the habitat of the host (vector) snails is increasing. 

6 • 

This problem has had to be contended with in 30 Bank-financed development 

proiects since 1971. ~he study is concerned with the construction of 

the most economical control programs, and models dynamically efficient 

control strategies. The model utilises the experiences of .control 

strategies (chernotheraphy and mollusciciding) i n Puerto Rico and 

St. Lucia. (Ref. No. 671-74 ) 



International Trade Policy for the Development of Bangladesh 

Carried out in cooperation with the Government of 

Bangladesh, this study will provide the basis for an international 

trade policy to promote the country's development over the next 

five to ten years . Specifically, its objectives are: (1) to 

measure resource scarcity by estimating current and future shadow 

price~ for major factors and products, (2) to measure sectoral 

comparative advantage in the form of domestic resource costs of 

foreign exchange, and (3) to prepare and evaluate trade policy 

alternatives, particularly export promotion policy. (Ref. No . 

671-75) 

Household Incomes and Expenditures in Mexico (Phase 1) 

Much current World Bank lending to Mexico is presently 

directed to the rural and urban poor, as will be part of future 

Mexican petroleum revenues. By identifying the poor and the 

causes of poverty, and estimating the cost of reducing income 

disparities, this study is designed to improve the orientation 

and quality of anti-poverty efforts. Phase I will begin by 

describing distrioutional trends using national sample survey 

data. Policies for reducing poverty will be analysed in a later 

Phase. (Ref. No. 671-76) 

7 • 



Appropriate Industrial Technology (Phase II) 

This follows another study on appropriate choice of 

technology (Ref. No . 671-51), which indicated that employment 

and income originating in a typical .developing country's manu

facturing sector could be roughly doubled without additional 

investment by appropriate technology qhoice. The present project 

will produce an integrated case study of technology choice in a 

specific environment: that of the production of blended cotton 

textiles. Efficient engineering alternatives will be delineated, 

8. 

and the effects of operating inefficiencies and alternative industrial 

organization patterns on technology choice will be considered. 

(Ref. No. 671-77) 

Educational and Other Determinants of Farm Household Response 
to External Stimuli 

An understanding of the determinants of farm household 

responses to such events as changes in factor and product prices, 

capital and land endowments, credit availability and household 

size could be extremely useful for policy. Such determina~ts 

might be degree of literacy, proximity to markets, levels of 

nutrition, etc. Certain controllable cultural and nutritional 

factors could also influence the degree of response. Using a 

sample of farm households in Thailand this study will attempt 

an empirical examination of the determinants of changes in 

consumption, production and migration behavior, and will investigate 

the way in which response characteristics are modified by changes 



in the underlying environment. The project aims at improving 

methodology for project appraisal in agriculture. (Ref . No. 671-78) 

The Sources of Growth and Productivit A Corn arative 

A better understanding of the ·sources of growth and of 

policy impacts on development is an objective important to thP. 

World Bank. The present study will extend considerably the com

parative methodology developed in the final phase of the project: 

"Sources of Industrial Growth and Structural Change" (Ref . No. 

671-32}. It aims to link current, demand-oriented, analysis to 

an analysis of the sources of growth from the supply side. The 

effects of policies will be analyzed within a general equilibrium 

framework and a sectoral breakdown will complement aggregate 

analysis. Three countries, Korea, Turkey and Yugoslavia will 

be focussed on, using a comparative and historical approach 

and careful modelling . (Ref . No. 671-79) 

9. 



10. 

Evaluation of Food Distribution Schemes 

There is currently a lack of information on food distri

bution schemes; little is known of ·their required scale or of their 

benefits and costs. The project will study such schemes and develop 

and assess methodology for their evaluation. It follows up on a 

previous research project which developed a methodology to relate 

caloric intakes to income and food price levels and suggested that 

in many countries food distribution schemes will continue to be 

necessary (Ref. No. 671-64) • The present study will also ev~J.11.::1-t:~ the 

benefits and costs of basic needs pr.ograms in rural development 

projects. (Ref. No. 671-80) 

Determinants of Fertility in Egypt 

The Egyptian Fertility Survey will shortly collect 

economic and fertility data from 10,000 women. The present 

project· is phased to follow this survey. 20% of the house-

holds will be selected and their male heads interviewed. The 

resulting data set will contain a unique combination of male-female 

economic and fertility data,and is expected to contribute ~nw.::irnQ 

the design of policies to encourage smaller family size. 

(Ref. No. 671-81) 



WORLD BANK ; INTERNATIONAL FINANCE CORPORATION 

• 
OFFICE MEMORANDUM 

TO: Members of the Industrial Development and DATE: July 21, 1978 
Trade 

FROM: Assar Lindbeck 

SUBJECT: Schedule for the Next Meeting 

• 

• 

1. The time schedule that we agreed about is: 

October 26: First draft sent to all members 
(including Bery) 

November 15: "Second man" sends revision of draft (made 
by "first man") to all members 

Obs.: Only section 3 of the first draft (dealing 
with specific projects) and recommendations 
in connection with this has to be revised 

November 30 , December 1 and possibly half of December 2 : 
Meeting in Washington, D.C. 

2 . Members of the panel are recommended to arrange, in cooperation 
with Bery, private meetings with people at the Bank - either in connection 
with meetings in Washington or at any other time, or both . 



- 1- July 1978 

Suggested organization of the papers 

• for the n~t meeting by each participant 

• 

• 

(1) General comments on the research problems cf the Bank. 

(2) Comments on research on trade and industry within the Bank. 

(3) Comments on the specific projects studied by each of the panel members -

organized in some systematic way . 

(4) Implica tions of points (1) - (3) for future r esearch and research 

organization of the Bank 



I 
I 

I 

• 

• 

• 

A.L. 

JD/KJI 

EB/JD 

KJI/GB 

GB/RN 

KP/EB 

RN/KP 

- 2-

Division of labor among panel 

members in the s,;rutinization of specific projects 

0 General points (20 pp) 

I Incentive policies (incl". integration) (10 pp) 

II Patterns of growth and trade and 
comparative advantage (10 pp) 

III Export promotion and access to markets (10 pp) 

IV Ins titutional reforms -- credit markets, 
small scale industry, and public enterprise (10 pp) 

V Industrial programming for process industries (10 pp) 

VI Industrial programming for non-process 
industries -- capacity utilization, capital-
labor substitution, technological change (10 pp) 



• 

• 

• 

CHECKLIST FOR WRITERS 

(1) What has been learnt from the research in the Bank? Direct as well 

as indirect effects on t he stock of knowledge (via influence on 

scholars outside the Bank as well) . 

(2) Is there in the material that we have studied an indication that 

the knowledge outside the Bank has been transmitted to the Bank, 

and adopted for dissemination by various members of the Bank . 

Duplica tions? 

(3) The relevance of the research in the Bank 

a) for Bank operations/(i) lending, (ii) policy advising/ 

b) for developing and disseminating knowledge and paraciigy::s 

about the development process. 

c) for the need of the LDCs in their national policies 

(4) Has the Bank been engaged in "basic research" ? 

(5) Willingness and ability of "operating people" of Bank to absorb 

and use research ("assimilation problem") 

(6) Involvement of LDCs in Bank research 

a) in i ni tiating research of Bank 

b) in participating in Bank research 

c) in organizing research in the LDCs and/or in the 

training of researchers in the LDCs 

(7) The use of "outsiders" (non-Bank people) in Bank research; the 

use of consultants 

(8) The composition of research 

a) development of theory and o:ethods vs . empirical research 

b) the degree of policy orientation of research 

c) choice (mix) of topics (proble~s) 

d) "academic" research vs 11 inforrr.ation gathering", 

assessnents and forecasting 



• 

• 

• 

( 9) Criteria used by the Bank when chasing projects . Constraints 

on research in Bank. 

(10) Recommendations on the basis of analysis above, for instance 

about 

a) size of research by Bank 

b) composition of research on fields , problems 

and method~ 

c) procedures of hiring researcher s 

d) dissemination and assioilation of research 

e) how to use "outside" knowledge and resources 

better 

f) how to make research more "relevant" - for what? 

(i) for instance, should the Bank be a 

"knowledge Bank" and not only a 

financial Bank? 

(ii) to what extent should the research of 

the Bank be s~bordina te to operation 

activities within the Bank 

(iii) should the Bank engage itself in "basic 

research" - to what extent ? 

g) how much and how should LDCs be involved in Bank 

research? How? 

h) how much and how shall outsiders be used? 

2 • 
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Members of the Transport Research Review Commission 

J, Cauas, Chairman;-

DATE: July 13, 1978 

Future Work of the Commission 

As per our conversation and the approved terms of reference (see 
Appendix), the following .are the main elements of the future work of the group: 

1. Main I ssues to Be Considered: 

(i) Is the program responsive to member country needs and how could 
it be more so? 

(ii) Does the program make best use of the World Bank's "comparative 
advantage", i.e . as compared with other ways and means of 
getting transport research for developing countries done and 
applied? 

(iii) Is Bank operational work on transport (loans, loan conditions, 
sector reports and sector policy discussions) suffering froo 
lack of research in some areas? Should the Bank be responding 
more to its b~rowers' needs by either different ways of treating 
present types of projects or new types of operations - perhaps 
based on research first? 

(i'v) Is enough being made of research possibilities 'in connection ~-.Ti th 
transport projects financed - e.g. small built-in r esearch or 
research based on results of built-in eva~uation and monitoring? 

(v) Is the Bank taking enough advantage of transport research done 
outside - adequacy of links with outside institutions, responsibi
lities for bringing into Bank relevant results from outside 
research? 

(vi) What is the right scale of effort for the Bank to make in 
transport research? 

(vii) Has there been a correct balance between staff and outsiders in 
the Bank's r esearch program and does the Bank have adequate staff 
to supervise new research projects? Has there been a correct 
balance of outside collaborators, e.g. from developed countries 
vs. developing countries, and between different regions of the 
world? 

(viii) Is the Bank's transport research "operational" enough - in subject 
matter and also in the 'Way it is executed and disse.minated? Or 
should it go beyond research suitable for disseminating through 
Bank operations (and hence helping to improve theo)? 
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(ix) Are there any ways of getting a better dissemination of results -
most.ly within the Bank since it is research for Bank operations 
(and sometimes difficult), but also sometimes direct to me~ber 
countries, whence it can reflect back to Bank operations? Are 
Regional offices doing an adequate job of dissemination? 

(x) Should higher priority be given (in research and/or operational 
programs) to working with and assisting research institutions in 
developing countries, rather than treat that, as now, mainly as a 
byproduct of efforts to reach answers on an important topic? 

2 . Draft Report Outline: This will be in four sections and will cover 
the following aspects : 

A. Introduction 

B. Research Areas 

(i) Highway Design and Maintenance Standards 

(ii) Rural Roads 

(iii) Substitution of Labor and Equipment in Civil 
Construction 

(iv) Ports 

(v) Railways 

C. General Evaluation 

(i) Impact within the Bank 

(ii) Impact in member countries 

D. Future Research 

(i) Transport 

(ii) Specific Recoxmnendations 
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3. Responsibilities and Timetables for the First and Second Drafts 
of the Report: 

Sections A and C J. Cauas 

Section B (i) D. Bjoernland 

Section B (ii) D. L'Huillier 

Section B (iii) R. Felix 

Section B (iv) K.L. Goon 

Section B (v) s. Jagannathan 

Section D Pending - fo r next meeting 

The first drafts will be sent to the Transportation Department by mid-September 
1978, for distribution to the members of the Commission only . A second draft 
of the report (including section D) will be available fo r limited distribution 
by the end of November 1978. 

4. Draft Agenda and Timetable of the Next Mee t ing: 

The second meeting is scheduled for the week of Oc t ober 23 or October 30, 
1978 (the exact date to be confirmed by Mr . Willoughby). The proposed agenda is 
as follows: 

Monday 

Tuesday 

Wednesday 

Thursday 

Friday 

morning 
afternoon 

morning 
afternoon 

morning 
afternoon 

morning 
afternoon 

morning 
afternoon 

) 
) 

Commission meeting - private 
Meeting with Regions - Highways 

Meeting with Regions Railways 
Commission - private meetings with regional 

s taff 

Meeting with Regions - Ports 
Commission - pr ivate 

Meeting with Pro jects Directors 
Commission - private meetings with regional 

staff 
Commission - private 

A luncheon will be arranged with the Director of the Policy Planning and Review 
Department for discussion of gener al Bank policy issues. 

CRWilloughby/ BMitchell:ww 

cc: Messrs. W. Baum, Vice President Central Projects 
H. Chenery, Vice President Development Policy 
B. Balassa, Research Adviser (Acting) 
C. Willoughby, Director, TRP 
C. Harral, Adviser, TRP 
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Dr. Jorge Cauas, Chairman, Transport Research P.eview 

CoIDr.).ission . f 
Christopher R. ~illoughby, Director, TRP i~ • 

TO: 
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1. The review of the research program of the Eank is intended to 
assist the Bank nanageoent and Executive Directors in evaluating the 
effectiveness of past efforts and deteri:i.ining the size and nature of the 
program for the next five or siY. years. Trar.sporta tion i;.:is one of the 
earliest arecs of Banl~ involvement in research and it gre, .. , into a large 
scale activity over the years particularly as Eank resources caffie lob~ 
coffip lemented by cuch larger efforts from various governnents and agencies. 
However, dur ing the past two years, major emphasis has shifted to the 
implementation of results from previous research rather than new research . 
Thus, the convening of the Tratspor t Research Review Commission (TR.RC) 
comes at a juncture when impor t ant decisions as to the futuLe level and 
direction cf transport research in the Bank ha·,;e to be considered . 

2. Below, I iet out a s eries of quest ions on which we hope 
ultimately lo h~ve your adv ice; in Attactment 1, we have se t out a 
suggested agenda for t he meet ing of the panel during the f ir.st rleek . The 
accompanying memorandun from Mr . Harral provide.s an overview of the 
transport r esearch program since 1969 and a list of t he mos t relevant 
publications and other documents for revie~ by TRRC . As the total volu~e 
is rather substantial, it is suggested that Cor:uuiss ion Nenber s way wish 
to divide r esponsibilities as they see fit. 

3 . For a broader background ar.d perspective on the role of research 
in the Bank in other sectors as well as transport, the functions of the 
Research Committee and the continuing evaluation of the b~sic objectives, 
effectiveness, and appropriate scale of the Bank's research ef:ort, you 
are referred to the co~pendium of brief documents in Attachment 2 plus 
the 1978 Annual Report on Research, which is being provided separately. 

A. Objectives 

The review of the transpo~t research program should focus 
on the period 1969 to 1978 as major resea rch initiated in 1969 
is still underway . In li gh t of the over.,.11 objecth·es of the 
Bank's Research P=ogram, the general questions to be addressed 
by the panel will concern: 

choice of research topics, 
the way in \;hich the research has been conducted, 
operational relevance of the results 
lessons fo r future r es earch . 
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The gener al objectives of the Bank's overall Research Program 
(all sectors)°have been defined as follows: 

to s uppor t all aspec t s of Bank operations, including the 
asscss~ent of d~velopmcnt progress in me~ber countries , 
to b r oaden our under standing of the development precess , 
to inprove th.2 B.:.nk's c.:1.pacity to give policy advice t o 
i t s member s , I 
to assist in developing indigenous research capacity in 
member cour.tries. 

Given these general objectives, an approach to evaluation of 
the transpor t research program is illustrated belo~~ in the form 
of questions for diEcussion at revie~ panel meetings. These 
questions , taken together, are an attempt to deteroine ho~ · 
effectively the research progr~~ has met its goals and how use
ful it has been i n improving knowledge of developmen t issues 
fr.valving the tank. While not intended as exhaustive, questions 
a r e groupe~ into headings which may be useful as a first draft 
of an orgznizing format for the report on the Commission's findings . 

Choice of Topics 

1 . Are the general problems to which the resear ch has been 
addressed of relevance for an international developuent 
institut ion? 

2. Did the r esearch address an i~portant gap in the· under
standing of (i) the rol~ of transportation in econo~ic 
development, (ii) planning ~ethodology or ( i ii) factual 
basis nec essary for planning and evaluation of transpor
tation investments? 

3 . Were the objectives of the research clearly forreule.ted? 
4. Was the resear ch perceived to be of relevance by operating 

staff? 
5 . Did the r esearch tasks follow a logical sequence? 

Conduct Qf Resear ch 

1 . Were the approaches and methodologies employed in the 
various studies appropriate to their stated purposes ? 

2. Has the resear ch program been successful in terms of 
deve loping met hodologies or pr oviding factual infor ~ation? 

3. llo'lo.• effective were the consultants or consulting firms 
empl oyed? 

4 . Was the extent of Bank staff involvement in design, 
impl ementat i on , and superviGion adequate quantitatively 
and qualitat i vely to meet the study's objectives? 

5 . Wha t was the na ture and extent of awareness, support, or 
p~rticipation anong : 

Bank oper~ting Cepdrtnents? 
Resea r cherz in developing countries (in gcver.~ent 
agenc ies or research institutes)? 
Decis i on makers in d~veloping countries? 
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cc: Mr . 
Hr. 
Mr . 
Mr . 
Hr . 

6. How did the r.esults of the studies correspond to \tha t 
was originally expected? To what can be ascribed any 
differences between original 2~d ectual objectives? 

7. Were efforts made to coordinate work with other scudies 
unden.·ay in the Bank or out side , t o enhance the co:npara
bility of r esults or ~void cuplicetio~? 

8. Arc the research outputs written and presented in a 
manner which makes them accessible to the intended 
audience(s)? 

9 . By what means have fir.dings b€en co;:,.r:-.unicated to the 
intended beneficiaries? 

10 . How do overall costs ;md effic.ie.icies of the various 
studies cor:tp.:1re with initic:l es tier.a te::.s? Did they tal:e 
longer than e~pected? If so , why? 

11. What appreciation, however b::oad, c.:1n be giv-.?n cf cost
effectivencss? 

Operational Relevance of Results 

1. To what extent has th.:? research progra!!l yielded rc$ults 
that have been - or are likely to be - of value in 
fo stering development? 

2. Has the research program had any impact on policies of 
the Bank, of other development institutions, er of 
developing countries themselves? 

3 . Has the program assisted in developing r esearch or other 
analytical capacity either in the countries un:k:: i:;tuciy 
or in general? 

Lessons 

Dag 

1. What lessons for the conduct of f~ture research projects 
can be dra.wn from the research program? 

2 . Should additional new r.esearch in transportation be 
undertaken and , if so, in \·!ha t principal are.:1s? 

3 . What measures should be taken t:o ensure effective dissetr.ination 
of research results to policy makers in developing countries , 
to the research comrounity and the Bank? 

Bj8rnland }1r. Hollis B. Chcnery(VPD) 
Rodolfo Felix Valdes Hr . Harren C. Baum (CPSVP) 
Goon Kok Loon Hr . Bela. Balassa (V?D) 
s. Jagannathan Mr . C.R . Willoughby (TRP) 
Daniel L'Huillier Hr . C. G . Harral (TRP) 
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A. !.:it::-cduc.:ion 

Te!"'.ls of Reference :'o~ ?a~el. 

.J_'P.EX l. 
?2.ge l 

It is i:ii:ended that a ::-e,rie;; of -:he resea::-c!l prog::-a.::i o:' the ~e!"gy, 
Na'ter a.!ld ~elecoC!I".:.::.ications Depa_-t~ect ever the period 1972 to 1978 shculd be 
conducted by a 1igh l~vel ?ane_ o:' eX?erts ~rom ou~side the Be.I!k. In lig:.t c:' 
-:~e overa.!.l cbj ec.::. -res of ti:e Ba~' s :le sear:~ ? ::-og=2..l:l, the gener::!.l q_.:.es.:io:::.s to 
ce adc.ressed by the ;a..z:e_ wi __ cc~ce!"~: 

choice o:' ::-esea:ch topics, 

tie ~ay i~ which tte resee.:-c~ ~as :ee!l. co~ducted, 

o~e::-~tior-2..!. ::-elevance of the ::-esu.l.ts, 

lessons for :'~~~e research e:':'orts. 

T::.e obj ec-:i -res o:~ 

~o s~;po~ a:.: aspects of 32.:lk ope!"ations, inc-~ci.~g the 
assessoeo~ o:' ie•relopoen-c prog:-ess i~ ~e::·:,e!" countries, 

to br oac.e!l. ct:.r unders1:a.nd..iz:g cf ,:te c.eYelopment process, 

'to i=prove •·-o ., __ 
~!:l.Ce!"S, 

Bank's capaci-:y to give policy advice to 

to assist in ceveloping indigenous ::-esearch capacity in 
~enbe!" cour:~r:.es. 

Given these gene::-e.l objec~ives, an a;proach to eval~a.:ioo o:' tie r esearch 
?rog:-e.::i o:' t3e ~e::-gy, Na-:er a:id Telecoz::::11.:.:1;.ca.:ioos De~art~en~ is ill~s~::-a-ce~ oelow 
i:i. -cte for::i. of ques-cions :'or ci.scussioo at rev-:. ev ?anel ~ee'ti~gs . T:.ese q_ues,:ioos, 
t~e:: toge.:t.er, a.:-e ~ e:c:te:::rpi: to c.ete:rm.:.ne hew ef:'ecti irely the ::e se!!.:"C!l ~::og=-a.::i 
bas ~et its goals a.!ld ~ow use:'u.l i-c: has been in i::i!proving k:lo~ledge cf teve:c~~e~~ 
issues invol,ri:ig ~::.e 3~. ,,in:::._e =.o,:; i:ii:e::ic.ed. as exhaus-c:i·re, o_ues-::.:.ons a=e g:-ot:.pec. 
i::.-::o nead..ings w:::.ch e:e s~gested as an crge.:ii:i::g :'or:n.at for ,:~e re?Or": on ,:;~e 
pa.~el's fi~c.:..:igs . 

Cbc:.ce o:' 'I'o'Oics 

1. Ar~ ~~9 g~~eral ;=ob:e~s ~o ~-=-~c~ ~~e ~ese~c~ ~es been 
ac.:::essec. c :' ::-eleva.::ce :'::,:: a::i :.::.-c:e::::::.i:.:.ccal. ceYe:..c~::ie:::-: 
:.=s~:. ~-~.::t:.c::.? 

2. 
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3. Were the object i ves of the research clearly formulated? 

4. Was the r esearch perceived to be of r elevance by operating 
staff? 

5 , Did the =esearch tasks follov a logical sequence? 

Cor.duct of ~esearch 

1. Were the approaches and methodologies employed in the various 
studies appr opriate to their stated purposes? 

2. Eas the research progrem been successful in te==is of developing 
methodologies or providing factual info~tion? 

3, =ov effective vere the consultants or consulti~g ~inns employed? 

4. Was the extent of Bank sta~f involvement in des i gn, imple
mentation, and supervision adequate quantitatively and 
qualitatively to meet the study's objectives? 

5. What was the nature and extent of awareness, support, or 
participa~ion e..I!long : 

Bank oper atir.g departments? 

Researchers in developing countries (in gover:iment agencies 
or research institutes)? 

Decision t:!akers in developing countries? 

6. Hov did the results of the studies correspond to vhat vas 
originally expected? To ~hat can be ascribed any differences 
between original and actual objectives? 

7. Were efforts oade to coorc.inate vork vi.th other stud.ies unde.!"'llay 
in the San..~ or outside , to enhance the compar ability of results 
or avoid duplication? 

8. Are the research ou~puts written and uresented in a manner vhich 
makes them accessible to the intended- audience(s)? 

9 , 3y wha~ ~eans ~ave findings been colDiilunica~ed to the intended 
beneficia!"ies? 

10 . ~ov do overall costs and e~~iciencies of t~e various s~udies 
compare wit~ initial estimates? Did ~hey ~ake ~anger than 
e~ected? !~ so, why? 
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11. Wha~ appreciation , however broad , can be given of 
cost- effectiveness? 

Oner ational ~elevance of Results 

Lessens 

1. :o ·.r.;at e:::cr.ent has the r esearch progrem yielded r esults 
that have been - er are likely to be - of value in 
:ostering developmen~ ? 

2 . ~as the research pr ogram had any impact on polic ies of 
the 3ank, o: other developmen~ institutions , or of 
developing countries themselves? 

3. nas the program assisted in developing res·ee.rch or other 
analytical capacity ei~her in the countries under s~udy or 
i n general? 

1 . w:~at les sees for ~~e conduct of fu~ure resea!"ch pr ojects 
can be d.1-a~-n :rem the resei:=ch progra::i? 

·, 
1 C. Co!!rOos:~ion of Panel 

I 
l 

I 

• .... 

A high level reviev panel, with r epresentatives f r om the academic 
world as ~ell as frco the atili~ies under consi deration has been appointed. 
a listing of the five- per son panel is as follows : 

Mr . Boiteux (Chair:nan ) 

Prof. A. R. ~rest 

¥.r. Romulo Furtado 

Mr. A. K . Roy 

Mr. La:nberc Konan 

~ese~ch ?r o.~ects :.o ·: e Consic.er ed 

Director Gener al 
Elec t r i cite de France 

Chairmac, Economics Dept . 
London School o: Econoz:ucs 

Secr et~/ General , Ministry of 
Communica~ions , Br azil 

Sani ta.ry Sngineer , SZA...qo , w:-:O 

Director General 
Energie Electrique de la Cote d'Ivoire 

T~e cajor proiects to be considered by the panel are as :ollo~s: 

A:;alysis of ?:'ocle~s acd Iss~es in Village Llect ri:ica~i on 

?ricing and I:i.vest~eot in ~ectricity Su~ply 
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Standards of Reliability of Urban Electricity Supply 

Pricing and Invest~ent in Teleco?:l:llunications 

Rural Water Supply 

Wastewater Reuse 

Appropria.:e Technology for Water Supply and Waste Disposal 

Oil and Gas Potential of Oil- Importing Developing Coun~ries 

Design of Low Cost Wa.:er Distribu.:icn Systems 

In addition, a number of smaller projects should also be ccns:ceted. 
These include researcn on a variety of subjects, ranging from the develop~ent o~ a 
~a~d pi.:.op ~or rt::"al a:-eas o~ developing cowitries to an analysis of teleco~
~unica.:ions usage in Papua New Guinea . Since .:he cividing line be~ween ~3e r esearc3 
vork conducted in .:his sector and operational work , partict.larly in .;~e eccncc:cs 
area, is so blurred , ~he te:-ms of reference of the panel should be de~inei to inc_ude 
considera~ion of the general development of economic analysis in the sec~or, end 
the vay in vhich this has been reflected in operational work . 

E. Schedule of ~ork 

The panel will begin its vork in October 1978 . A tentative ~ork 
pr ogram is as follows: 

Oc.:ober 1978 

February 1979 

Marc!: 1979 

Panel spends 3 days in Washington, 
gathering doc~entation and talking to 
staff: division of labor among panel 
arranged. 

Panel mee.:s in Washington for one veek, to 
discuss findings on individual projec~s: an 
approach to preparation of d:-aft =:nal repor~ 
.:o be agreed. Fut·..:.re talks as necessa::-J 
with Be.nk staff. 

Submission of final report. 
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Attached is the report of the Research Advisory Panel on Income 
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Preface 

The Panel was appointed by Mr. McNamara during the Fall of 1977 
to review the research undertaken by the Bank on the subjects of income dis
tribution and employment. Our terms of reference were broad and arrived at 
among ourselves. They included evaluation of the quality of research per
formed in these areas, future research priorities, and the effectiveness of 
Bank procedures relating to the research program. 

Two meetings of the Panel were held in Washington, D. C. in October 
and December of 1977. Numerous interviews were held with Bank staff in the 
relevant research divisions, and more widely in the Bank. A wide sample of 
research was studied and reviewed. Two Panel members visited third countries 
which were the object of Bank study and international agencies to discuss how 
Bank research on these subjects was related to their own research efforts. 

Throughout we have received full cooperation and have had complete 
access to research committee files. Numerous Bank staff in the DPS, CPS and 
regional departments have responded candidly and at length to our inquiries. 
We especially thank Montek Ahluwalia, Chief of the Income Distribution 
Division, Mark Leiserson, Chief of the Employment and Rural Development Divi
sion, and Ben King, who at the time was Research Advisor, for their help. We 
also thank Michael Beenstock of the Policy Planning Division who served as the 
Panel's liason with the Bank . 
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Policy Issues and List of Principal Recommendations 

Policy Issues 

The Bank program of research upon income distribution and employ
ment has on the whole performed to high professional standards. Both the 
quality and quantity of its output are a tribute to the competence and 
technical proficiency of the staff and consultants. This is the more impres
sive in view of the modest resources committed to formal research. 

There remain, however, larger policy issues and options to which 
it ~s useful to call attention. These fall into four categories: 

i) Research Orientation - In general the research output in these 
areas has not seemed to relate as closely to the operational and policy 
requirements of the Bank as it might. To some extent this reflects a lack 
of practical interest in research and its implications on the part of the 
operational departments; to some degree, a failure to design projects that 
illuminate important policy issues, both from the standpoint of the Bank and 
of developing countries. 

ii) Data - The Bank publishes and consumes a vast amount of data, yet 
it does not assume adequate responsibility for its consistency and relia
bility. This ambiguous attitude towards primary data has resulted in insuf
ficient attention to the preparation of basic statistical series in both of 
the subjects reviewed. 

iii) Developing Country Research - The objective of fostering research 
in the developing countries has been honored in the breach. Research efforts 
have gravitated to where the data have been most accessible and where indi
genous research institutes have been most developed. Institution building 
cannot adequately be pursued as a by-product. 

iv) Dissemination of Research - The dissemination of research output 
can be improved. More attention should be paid to communication with the 
operational and regional divisions of the Bank. At the same time, external 
dissemination might be improved both by opting for a new Staff Papers as well 
as more personal contact with developing country research institutes. 

In some instances, recommendations represent major departures 
for the Bank, involving large additional resources, and implying possible 
organizational changes. This would certainly be the case were a serious 
effort made to collect and organize relevant data sets. Forging closer and 
more diversified ties with developing country research institutions is 
another potentially significant and new commitment. Even a fuller program 
of dissemination of research results, particularly extended to developing 
countries, can require large new inputs of time and money. 

By contrast, the efforts required to reorient the focus of the 
research program and to facilitate articulation between researchers and other 
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staff are more subtle and not cost-related. Essential is a definition of 
research priorities that is conscious at all stages of the policy relevance 
of the results, with less attention to pure metho4ological research and an 
academic audience. We include in the following list of specific recommen
dations some suggestions for such a focus, as well as particular means of 
improving the dissemination of results and the administrativn of the re
search program. 

List of Principal Recommendations 

Substantive Research Priorities 

Data 

i) We recommend a considerably greater initiative and expenditure by 
the Bank to assure collection and dissemination of reliable, consistent and 
continuous data on income distribution and employment. For a number of 
representative countries, time series data should be obtained. Information 
should be sought for relevant socio-economic groups. Data collection and 
analysis, particularly in the preliminary phases, should be closely related . 

ii) We see considerable merit in a decisive Bank contribution to the 
design and execution of the 1980 Census for a representative panel of coun
tries. The objective of this exercise would be to establish benchmark 
measures for the distribution of income and the pattern of wage rates and 
earnings. 

Income Distribution 

iii) We recommend a change in focus from the size distribution of 
income~~ to the levels and changes of the income status of a relevant 
set of socioeconomic groups . Of special importance is closer attention to 
the changing composition of socioeconomic groups over time. 

iv) We detect a need for issue-oriented research to examine the direct 
and indirect consequences of particular policy interventions on various 
absolute and r e lative distributional indicators. 

v) Income may not be a sufficient condition for the fulfillment of 
basic human needs or an adequate measure of welfare. We therefore endorse 
research upon a basic needs approach, especially in the areas of measure
ment, linkages among the components, and characteristics of delivery systems. 
However, it is important that this research upon basic needs be closely 
integrated with that upon the income distribution as a whole. 

vi) We suggest that research upon spec ific policy instruments should be 
complemented by a series of comparative case studies organized around represen
tative country units . 
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Employment 

vii) We endorse an emphasis upon analysis of the functioning of labor 
markets, and the r~lationship between wage rates, earnings and employment in 
different institutional settings and for different sectors. 

viii) We reconnnend a more careful and consistent measurement of employ
ment and underemployment, and a systematic study of those who are and may 
remain in these groups. 

ix) We judge that the Bank has a comparative advantage in project
oriented research that has not been satisfactorily exploited. A concerted 
effort should be made to assess the direct and indirect employment impact of 
its own many projects. 

Research Dissemination 

x) We reconnnend the preparation of a new series of reports aimed at 
the non-technical reader in the Bank. In the same spirit we see a need for 
an expanded seminar program at the beginning and conclusion of the research 
cycle for the regional departments and the operating divisions. 

xi) We recounnend regular missions to developing countries that have 
been studied, and others, to present research findings. 

xii) We suggest publication of a new Bank Staff Papers to enhance the 
dissemination of the Bank's research output and to motivate research more 
relevant to Bank and developing country policy. 

Research Administration 

xiii) We recounnend wider latitude for Bank research management 1n 1n1-
tiating projects and financing the first phases of projects. 

xiv) We conclude that the present system of project-by-project evaluation 
is too mechanical and leads to bland evaluations. We suggest a more subject
oriented and recurrent review of completed and ongoing research. 

• 
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Introduction 

REPORT OF THE RESEARCH ADVISORY PANEL ON INCOME 
DISTRIBUTION AND EMPLOYMENT 

The written work of the Bank in the fields of income distribution 
and emplovment is extensive. In the last several years, as Bank operational 
objectives have become redefined, more staff activities have been 
directed to these problems. Country reports, policy papers, and project 
evaluations all contain elements of research relating to income distribution 
and employment. These questions are of course interrelated. Sheer focus on 
employment misses the need to translate individual earnings into receipts of 
family units. It also misses the contributions to family welfare of access 
to goods and services that satisfy basic needs like potable water, adequate 
sanitation, satisfactory nutrition, minimal educational levels, etc. Examina
tion of income shares or the absolute incomes of the poor, without a parallel 
emphasis upon the changing structure of employment opportunities, likewise 
affords only a partial view. 

Taken together, these subjects provide a broader and necessary 
perspective of the development process that goes beyond aggregate averages 
like income per capita or measures of production capabilities alone. How the 
income distribution and absolute incomes of the poor alter with economic 
growth of different kinds, and how successfully economies create employment 
opportunities - and the possible tensions between such objectives - are 
central issues relevant for Bank and developing country policy alike . 

In interpreting its mandate, the Panel has necessarily concentrated 
upon issues of internal, rather than international inequality. This reflects 
the emphasis of Bank research. We are pleased to see, however, that the Bank 
is beginning to pay more attention to the obvious international disparities 
and to the factors responsible for them. In practice this has meant that the 
panel has paid special attention to the activities of the Income Distribution 
Division of the Development Research Center and the Employment and Rural 
Development Division of the Development Economics Department. In the case of 
employment research, where the effort has been more diffuse, we have, however, 
considered some of the output of other divisions. Time did not permit us to 
cast a wider net. The research performed within these units is quite volumi
nous itself and covers a diversity of topics that are representative of Bank 
priorities. Such a scope was sufficient to expose us to a range of broader 
issues centering on the relationship of the formal research program to other 
Bank activities. 

One part of our task has consisted of critical evaluation of the 
research product accumulated over the last few years. Three specialized 
appendices provide detailed and specific reactions. Here, it may be simply 
said in suUID1ary that our general impression of the quality of work is quite 
favorable. In an activity in which risk is high and disappointments are 
always to be encountered, the Bank output - compared to other research or
ganizations and academic institutions - on the whole meets rigorous profes
sional standards. This is the more so in view of the modest resources allo
cated to formal research. Our principal caveats are the failures to afford 
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sufficient priority to the collection and processing of basic data on a 
consistent and continuous basis, and to relate the research more closely to 
the operational and policy requirements of the Bank. 

These evaluations of past research have also served as a basis for 
suggestions and reconunendations regarding future research priorities and 
procedures. We offer these fully aware of our partial viewpoint and limited 
knowledge of Bank practices. We believe they may nonetheless serve to stim
ulate and focus discussion of these subjects within the Bank. The research 
program is an important component of Bank activities, and can make significant 
contributions to its operations. As we have noted above, this is especially 
true of research on income distribution and employment. The Bank's lending 
operations require systematic knowledge of how particular kinds of projects 
can generate productive employment, alleviate poverty and lessen inequality if 
a general concern for the welfare of the poor is to be translated into prac
tice. The Bank's consultations with foreign governments require a compre
hension of the underlying economic processes at work and their responsiveness 
to different kinds of policies. The Bank's leadership role within the de
velopment community provides an opportunity to speak on these issues both 
with authority and influence; it also imposes the obligation to understand the 
complex income distribution and employment problems in depth. 

The body of this report is organized around a series of recommenda
tions for future research priorities and for procedural changes to facilitate 
them. There are seven parts. The first considers the appropriate objectives 
and emphasis for Bank research on income distribution and employment. Al
though our suggestions derive from our perusal of the research performed on 
these subjects they frequently have relevance for the program as a whole. 
Next, three sections illustrate concretely how such a reorientation of research 
objectives helps to define a promising agenda for the collection and analysis 
of data, and for the study of income distribution and employment . Based upon 
our review of research in these subjects, three final sections relate our 
recommendations for changes in the research process to improve the articulation 
of the research program with other parts of the Bank, to make more effective 
the dissemination of results, and to make more efficient the selection and 
evaluation of research projects. These views must await corroboration, and 
perhaps modification, from reviews of Bank research conducted upon other 
subjects. It has seemed useful to offer them based upon our study of the 
research process relating to income distribution and employment. 

I. Research Objectives 

Research within the Bank as a formal activity is of relatively 
recent vintage and still modest proportions. External spending for the 
last few years has been at an almost constant $2.5 million (in constant 
FY77 dollars), and has declined as a percentage of total current expendi
ture. Allocating staff time committed to research projects and adding other 
outlays increases the absolute level to only about 4 percent of expenditure, 
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and does not alter the trend. Income distribution and employment have to
gether commanded about a fourth of that budget between FY1974 and FY1976. In 
the last fiscal year, as the initial research program has been progressively 
completed, its share fell to less than 10 percent. 

The objectives of the Bank research program, from its beginning have 
been ambitious. As identified at its initiation, and reiterated subsequently, 
the goals have been far ranging: 

(1) To support all aspects of Bank operations, including 
the assessment of development programs in member 
countries; 

(2) To broaden understanding of the development process; 

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

(4) To assist in developing indigenous research capacity 
1n member countries. 

The intended audience for research results has been correspondingly 
diverse: the policy and operating staff of the Bank; policy makers in develop
ing countries; and the international research community. 

The choice of such a broad perspective for Bank research has been 
conscious. "It has sometimes been suggested that we should concentrate 
more on the Bank staff as the major concerns of our research output. However, 
since research that is valuable for internal use in the Bank will almost 
by definition be of value to others concerned with development problems, 
we have concluded that most research projects must be addressed to all three 
groups".* 

This approach has been characterized by extensive use of outside 
consultants in the research program and a willingness to undertake longer-term, 
more basic analyses of the development process. It has meant accumulation of 
a highly qualified technical staff. It has lead to an increasing volume of 
publication in externally refereed professional journals. It has, moreover, 
successfully established an academic integrity for the Bank's research program, 
an accomplishment of some proportions: Bank research does not hew to a single 
line or insist upon a single point of view. 

But such a broad mandate has also produced an independence from 
operational concerns that is worrying . Table 1 provides a classification 
of research projects in the fields of income distribution and employment by 
their inspiration. Category I encompasses projects which have been instigated 
outside the DPS. This research can be said to service a felt need emanating 
elsewhere in the Bank. Category II contains projects originating in the DPS, 

* World Bank Research Program, December 30, 1975, p. 2. 
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Table l 

Origination of DPS Research* 

Category I -- Service Projects 

a) Income Distribution 

b) Employment 

6 71-61. 

Category II -- Collaborative Projects 

a) Income Distribution 670-94, 671-27, 671-36, 671-17, 671-62 

b) Employment 

670-43a, 671~30a, 671-48a, 671-26, 671-59a. 

Category III -- Independent Projects 

a) Income Distribution 670-06, 670-09, 670-69, 670-83, 670-84, 670-85, 

670-96, 671-08, 671-41, 671-39 

b) Employment 

670-45a, 671-06, 671-3la, 670-90a, 670-99, 671-02, 670-42, 
6 70-40. 

* Research Project titles are provided in the Annex. 

a Project of the Employment and Rural Development Division 

• 

• 

• 



• 

• 

• 

- 5 -

but characterized by significant discussion and collaboration with regional 
and relevant operating departments of the Bank. Category III includes 
research initiated and pursued by the DPS more independently. 

It is clear from the Table that the majority of projects - and even 
more so the expenditure - fall in Category III. A marginally larger proportion -
but still a minority - of the employment studies are in Categories I and II 
than was true for income distribution. One might have anticipated a greater 
difference in view of the operational responsibilities of the divisions 
engaged in employment research, and the Income Distribution Division's more 
comprehensive research design that it early on justified and progressively 
implemented. 

Autonomy in the initial design and execution of Bank research 
makes more difficult its subsequent articulation with other parts of the 
Bank. That is a problem to which we revert subsequently, and one to which 
the researchers are not the only contributors . Independence also tends to 
encourage original and theoretical research that may be more responsive to 
conceptual needs of the profession than to policy requirements of the Bank . 

The comparative advantage - and for the most part, needs - of Bank 
research reside in the following: 

(1) Establishment and analysis of a basic data base 

The Bank needs to know , on a consistent basis, what has 
been, and is, happening with regard to underlying de
velopment processes in order to conduct its affairs. Its 
frequent missions, country offices , and position in 
the United Nations structure in turn afford significant 
opportunities. 

(2 ) Project-related inquiry 

Bank lending operations pose specific economic and social 
questions with regard to effectiveness of alternative 
design that call for focused and project-related research . 

(3) Policy-related inquiry 

(4) 

Bank consultat i on with individual countri es centers around 
policy packages of one or anothe r kind. The Bank and 
country positions are influenced by what is known about 
the effectiveness of such policies in different contexts. 
Research outsid e the Bank may not se rve as a s atisfactory 
basis for such judgments, making it necessary for the Bank 
t o conduct its own studie s. 

Development strategy 

The Bank 's role in the developme nt connnuni t y - and its 
unique comparative , int ernationa l perspec tive - r equires 
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it to take a position on questions of larger magnitude: 
the workability of trickle-down vs. Basic Needs, for 
example. 

It is our sense that the research program in income distribution and employ
ment, while of high quality, has not focused narrowly enough upon these 
requirements and opportunities. 

Such is the case with the creation of a data base. There seems to 
be a deep-seated ambiguity in the Bank attitude toward the importance of data. 
At one level there is strong connnitment to empirical analyses as a means of 
discriminating among alternative interpretations and views. At another level, 
however, there is frequent acceptance of information from other, and sometimes 
non-primary, sources with only minimal attention to reliability, comparability 
and continuity. The Bank compiles, issues and consumes an impressive volume 
of statistics; at the same time, it avoids responsibility - intellectual and 
financial - for their accuracy and their completeness. The character of the 
research undertaken by the Bank to develop a better quantitative record 
relating to income distribution and employment is a good illustration of this 
ambiguity, as Appendix A documents. 

In similar fashion, project-related inquiry regarding income distri
bution and employment impact has relatively little weight in the present 
scheme of formal research.* In part its modest role reflects an intentional 
division of labor within the Bank, reserving to the DPS more fundamental 
inquiry, and allocating to the CPS more operational studies. In part, its 
limited importance is also a requirement imposed by the level of resources 
available to the DPS; the research budget is a very modest one. Yet the 
potential significance of such research within the Bank context requires that 
more conscious priority be given to it by the professional research staff. 
Two aspects should be stressed . One is the design of research to exploit 
the quasi-experimental access to information operating projects afford. The 
other is direct assistance to operational staff in coping with project design. 
The DPS should be involved with both. Its research concerns should include 
prominently such questions as whether direct "cost per job" criteria ade
quat e ly select projects intended to help the poor more generally. 

Connnitment of large, additional resources for research need not be 
involved in closer relationships between research and operational staff 
although some increment will surely be necessary. The DPS could offer to the 
operating departments on a regular basis an initial diagnosis and definition 
of the economic issues arising in the course of project design, and recommend 
outside consultants qualified to pursue them in direct collaboration with the 
operating divisions. Budget for such consulting is already available to the 
operating divisions; indeed, some portion might very well be internally 
allocated to the DPS to recompense their contribution. Recurrent economic 
problems of a more general character could in turn stimulate a genuine medium
term research effort within the Bank whose objective would be to devise 

* The exceptions are RPO's 671-17, 671-30 and 671-45. 
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approaches Bank staff might find useful in their preparation and evaluation of 
projects. 

Policy related inquiry has an equal, and . perhaps even more important, 
claim upon the research budget. Just as project-related advice and research 
provides a direct link to the operating departments, a policy related emphasis 
responds to felt regional and management needs. Policy in this context has a 
dual meaning and dual relevance: Bank policy and developing country policy. 
The apparent formal separation of the preparation of Bank policy papers from 
the research process in these two subjects has had the unintended effect of 
diminishing the incentive for design of research projects whose final contri
bution might be a policy paper. Similarly, developing country policy has been 
viewed as too narrow and descriptive an area to merit formal investigation. 
Rather, income distribution and employment research has come to be defined as 
long-term to the exclusion of more focused and medium term efforts. Adaptation 
and application of existing conceptual research has not been encouraged; the 
researcher's own biases in favor of more basic analysis, particularly if there 
is interest in a subsequent non-Bank career, are thereby reinforced. 

Yet such policy-related inquiry is of the essence for the Bank. 
It is needed to provide a firm basis for the Bank's hortatory influence upon 
domestic policy within developing countries. It is required to make decisions 
about which individual country lending programs should be supported to a 
greater or lesser degree. It is indispensable if the specific projects 
undertaken by the Bank are to be translated into a larger and coherent in
fluence upon economic policy and resource allocation within particular coun
tries. 

A rich experiential basis for research upon policy interventions 
exists. Particularly in the areas of income distribution and employment, it 
is difficult to imagine policy instruments that one developing country or 
another has not already used, at one or another time. Such research also 
especially lends itself - as does a more serious data collection effort - to 
greater collaboration and institution building within the developing countries 
themselves. Advice that has its roots firmly grounded in local inquiry and 
analysis - particularly when it relates to sensitive issues like income 
distribution and employment - is more likely to be taken seriously. We return 
to this point at the end of this section . 

The last Bank requirement, an understanding of the larger questions 
of development strategy is less a separate category or style of investigation 
than an integrating principle. Increasingly, the Bank is called upon to take 
positions about how development should be pursued, internationally and by its 
member countries . The Bank has spoken out forcefully to call attention to the 
widening inequality, persistence of absolute poverty and inadequate employment 
opportunities associated with sheer income growth. The Bank will undoubtedly 
be called upon to do so again, if only to give greater substance and structure 
to the evolving possible consensus in favor of development assistance oriented 
toward satisfying basic human needs . 
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These Bank positions should emanate from a cumulative and techni- • 
cally informed view of both underlying development processes and responsive-
ness to policy interventions. They therefore require a synthesis of Bank and 
outside research. It might well be useful to have the relevant research 
divisions prepare at regular intervals a user's rather than a producer's 
review of the literature on these larger issues. While the Bank has financed 
many good and useful reviews on the literature relating to employment and 
income distribution, these surveys have been largely directed to a profes-
sional audience. What we have in mind is a review process that goes beyond 
the conventional background papers written for policy documents and which 
draws implications for Bank policy and development strategy. Such reviews 
should anticipate management needs and help set an agenda for more specific 
policy papers. Such reviews in turn could help to define new Bank research 
projects to test the validity of the conclusions and to question the conven-
tional wisdom. 

This reorientation of substantive priorities should be accompanied 
by greater attention to the research capability and potential in the develop
ing countries. It is fair to say that among the diverse and ambitious goals 
the research program on income distribution and employment has set for itself, 
an impetus to indigenous research capacity in developing countries has been 
most honored in the breach. This has not happened entirely for lack of 
trying. Two of the principal, data-oriented income distribution projects have 
been contracted to regional agencies, for example. Still the focus of research 
attention upon a few developing countries - Colombia, Korea, Malaysia among • 
others - stands out. They are selected not on the basis of practical need or 
interest, but largely out of convenience in terms of indigenous research 
capacity and accessible data. Frequently, those same countries become the 
focus of research projects on other subjects. We are not advocating that each 
research topic should be spread over a wide range of countries; we are con-
cerned, rather, that there be representativeness - consciously determined - in 
the program as a whole . 

Institution-building is costly, both in human and financial re
sources, and cannot be achieved as a by-product of other goals, which is the 
present expectation . Consultancies will have a natural tendency to be concen
trated in the industrial countries, and even in the United States, because the 
necessary supervision and desirable interaction with the Bank staff are easier 
to assure. Solicited and unsolicited suggestions for projects will come forth 
from a circle restricted by the asymmetry of information about Bank research 
interests and procedures. Particular country targets therefore must be 
identified as such; the specification of the research projects themselves may 
have to come subsequently. We appreciate this is a departure from the present 
practice that focuses on projects and not institutions . The specific research 
undertaken in chosen targets may well have to depend upon the indigenous 
research capacity and professional interests that can be mobilized. 

No less than the research projects themselves, the means of de
veloping indigenous capacity requires careful planning and continuous moni
toring. Some efforts at collaboration have not worked out as well as had 
been hoped and anticipated. One of the reasons has been the inadequate • 
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interaction from the Bank side; there are simply too many other competing 
demands on staff time. If an effort is to be made, it must be adequately 
financed and staffed. 

Closer collaboration between the Bank and developing country re
search institutions admittedly presents additional complex problems of freedom 
of academic inquiry and publication. Governments and academic research 
institutions overlap to a considerable degree in developing countries. 
Inquiries involving income distribution and employment are sensitive and 
political matters - involving not merely different socio-economic groups, 
but frequently also racial and regional divisions. The Bank has an obligation 
to press for dissemination of research results as a condition for participa
tion, just as it has an obligation to insist upon objective and professional 
standards of inquiry. Some countries may refuse to collaborate on such 
terms; others will be eager for assistance and recognize the advantage of 
research rather than advocacy. 

Despite the significant additional costs, financial and supervisory, 
we believe the goal of supporting research in developing countries deserves 
greater attention and priority. The Bank's existing involvement with develop
ing country research institutions should be diversified and extended. If one 
ultimate objective of the research program is to influence developing country 
policy makers, it is difficult to imagine its realization absent a more 
sustained set of initiatives to encourage research in the countries them
selves. A more explicit policy focus to research - and one less emphatic on 
conceptual originality - can contribute. Those problems are more consistent 
with interests found in the developing countries. 

Beyond the direct institution building benefits of greater research 
interaction, we detect and emphasize two others. In the first instance, 
research collaboration with developing countries is a reciprocal relation
ship. There are diverse ideologies of economic development being pursued 
today in a variety of countries. The implications of these different models 
for income distribution, poverty alleviation and employment creation are a 
source of continuing debate. The Bank requires broad intellectual contact 
with developing countries of diverse developmental styles beyond its rela
tionship through missions and project teams . Such contact can and should 
influence the questions the research program seeks to answer. 

The second indirect benefit involves a closer potential association 
of developing country researchers with regional Bank staff as well as formal 
research staff. A significant element of the relationship with developing 
country research institutions will have to be managed by those in the Bank 
who are responsible for following individual country performance. In the 
normal course of missions and other overseas travel, abundant opportunities 
for interaction are presented. Involving the Bank's regional staffs more 
deeply in the research efforts of the countries also means more concern and 
interest in the research underway in the Bank itself. 

We thus see reinforcement of other objectives as a consequence of 
a sustained effort to fulfill the Bank's potential institutional contribution 
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to developing countries. It is a major departure that will have to be pursued 
diligently and in a phased fashion. Selectivity among countries will still 
be necessary, although more broad and based upon o~her criteria than the 
present small group enjoying close association with the Bank's research 
program on income distribution and employment. 

The reorientation suggested here to some extent merely accelerates 
tendencies within the present research program. Taken together, and imple
mented coherently, the recoDDI1endations help to define more specific priori
ties. The next three sections spell out some consequences for new research 
initiatives involving collection and analysis of basic data, study of income 
distribution and examination of employment questions. 

II. Data Collection, Processing and Analysis 

We recoDDilend a greater initiative and expenditure by the Bank to 
assure collection and dissemination of reliable, consistent and continuous 
information on income distribution and employment. 

The Bank has played a prominent role in publicizing and using 
extant information on the size distribution of income in a large number of 
developing countries. It has also sponsored two large regional projects -
one in Latin America, the other in Asia - to exploit survey data already 
available but not uniformly organized. As Appendix A details, these efforts 
fall short of what is desirable and necessary. The primary concern of such 
research has not been with the data themselves; nor have the projects been 
designed as a continuing effort to monitor changes over ti.me as development 
proceeds. 

We understand the reluctance of the Bank to accept prime respon
sibility for such a data effort. It represents a major departure from cur
rent practice and must be carefully weighed. The undertaking is expensive 
and difficult to execute. Yet we emphasize its importance if the Bank is 
to make well-informed and reasonably based judgments concerning the most 
fundamental income distribution and employment issues. At the present time, 
it is frequently difficult to say whether conditions have improved or de
teriorated in a given country, let alone precisely how. Sporadic accumula
tion of instantaneous data in a number of countries is not a solution. 
Cross-section studies are not an adequate basis for formulating "development 
laws," or even more modest projections of the positive and negative forces 
operating on the income distribution in specific countries. 

What holds for income distribution holds with equal force for 
employment statistics. The Bank currently relies extensively upon infor
mation obtained directly from member countries through missions, and upon 
statistics of the ILO. How such data compare with those of previous missions 
is often not a matter of concern. Neither is the quality of price deflators 
that frequently have a central importance in the determination of whether 
real wages have increased or declined. The dominant practice seems to be, 
when either the employment or income distribution issues are addressed, to 
use as much and as diverse information as possible and to hope for modal 
consistency. 

• 
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Such a casual view - perhaps understandable in the immediate pres
sure of producing a country report or a policy paper - is inconsistent with 
longer term requirements. As an institution, the Bank can afford an invest
ment whose social yield is extremely high but farther off in the future; no 
individual or academic institution can have that luxury. There is a large 
pay-off to the Bank in reducing the present duplicative and inaccurate pro
cedures. Ideally, the statistical office of the United Nations or the ILO 
should undertake the required effort. That simply has not happened. The 
considerable intellectual requirements, particularly at the start of such 
an undertaking, and the usefulness of the information to the Bank call for 
greater Bank initiative and responsibility. Country statistical offices 
cannot be expected - even with technical assistance - to perform the required 
tasks alone. 

We therefore see considerable merit in a decisive and immediate 
Bank contribution to the design and execution of the 1980 Census that all 
countries will be undertaking in the very near term. Bank participation need 
not be universal. The choice of a reasonable panel of countries, based not 
upon the ease of data collection but their representativeness, is a feasible 
means for establishing benchmark measures of the distribution of income. 

The objectives of such a project should include the size distribu
tion, not merely for individuals but also for households. There should also 
be attention to relevant socio-economic groupings - urban service workers, 
rural landless laborers, etc., cross-classified by other characteristics. 
To the extent that individual incomes at any point are influenced by a series 
of random effects that do not affect the long-term permanent streams of income, 
the size distribution may be a misleading indicator. This measure also fails 
to draw attention to the full implications of structural change and mobility 
as groups change in size and composition . 

Such information on socio-economic groups provides a more direct 
link to the production process than data regarding the size distribution. 
This makes them easier to obtain accurately and on a continuing basis over 
time. It also facilitates the construction of economic models that more 
naturally relate to these groups than the individuals and households that 
underline the size distribution. We therefore encourage and endorse the 
on-going work at the Bank to estimate such social accounting systems. What 
is now required is a much larger and more systematic approach toward col
lection, organization, and testing of the data than has been characteristic 
in the past. 

In parallel fashion the Bank must concern itself with developing 
reliable series on unemployment, wages, skill differentials, price deflators, 
etc., not for single years, but over time. The Bank cannot afford to wait 
for others to take the initiative. A policy decision is called for if the 
ILO is unable to meet the need. 

Research at the Bank is largely conceived as hypothesis testing. 
Data have been collected for micro-studies when they have been found necessary; 
conversely research projects have been designed around data that have become 
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available . The thrust of our recommendations is to elevate systematic and 
aggregate data production to an equivalent status. Such conscious and con
tinuing effort by the Bank would have a large pay-off for the quality and 
policy consequences of the research done upon income distribution and employ
ment, both inside and outside the Bank. 

III. Income Distribution Research Priorities 

We have identified four priorities for future income distribution 
research. These include research upon the characteristics of socio-economic 
groups; study of the consequences of different policy interventions pursued 
by countries to alleviate poverty or improve the distribution of income; 
specific analysis of the effectiveness and implications of a basic needs 
approach to the problem of inequality; and comparative case studies of the 
relationship between national strategies of development and evolution of the 
distribution of income. These new directions are compatible with the evolv
ing interests of the Income Distribution Division, and build upon its previous 
analyses. 

Our first category exploits socio-economic groups as central ac
tors in the production and distribution process. Empirical studies of the 
behavioral characteristics of these groups are a fruitful area for investi
gation. Some of these characteristics have been more studied than others -
like consumption demands; others have been less explored - like the possi
bilities for substitution among different classes of workers in production; 
and still others have been largely ignored - mobility among groups and re
gions. 

These characteristics, among others, are the essential building 
blocks for more complete and formal models of the distribution process. To 
some degree, as Appendix B comments, earlier Bank research has proceeded to 
formal models that are not firmly rooted in these behavioral relationships. 
There is still much to learn about the nature of the demand for labor by 
small sector industry, urban service activities, and peasant agriculture. 
Supply conditions of labor, including those of supplementary earners, have 
not been systematically examined. The appeal of modern industrial goods 
to low income consumers, and differentially in urban and rural areas, is 
likewise a topic for further study. 

Such empirical investigations are required for a wider range of 
countries. The hypotheses have an interest in their own right; the research 
is not merely a means for determining the best parameter estimate for one or 
another model . We want to know how different groups are likely to respond to 
changes in income, prices, wages, etc., and therefore whether income change 
alone is sufficient to alter some of the worst characteristics of poverty. 

Closer attention to the changing composition of these socio-economic 
groups over time is especially merited. Equal measures of inequality give 
rise to far different implications in societies of high and low mobility. 
Temporary circumstances of individual poverty can be compensated by transfers, 
private and governmental . Permanent, continuing conditions of deprivation 
for the same groups are another matter. 
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Socio-economic mobility is not an easy subject to study. Longitu
dinal data are not abundant in developing countries, particularly for the 
rural and informal sectors. What we have is limited to a few surveys. There 
is more that can be done in the formal urban sector, however. Most developing 
countries now have social security schemes and hence data on individuals over 
time. The importance of the mobility issue commends a major effort to define 
a research project on the subject. 

A second thrust for future Bank research ought to be analysis of 
the impacts of particular policy interventions. What makes income distribu
tion policies more difficult to implement than most is that the initial con
sequences get diluted by subsequent market interactions: a rise in minimum 
wages may limit employment opportunities for the unskilled, as well as con
tribute to price increases that cancel the gain in nominal wages; public 
services that are provided free or at nominal cost may be traded or under
utilized. There is a need to pursue systematically these and other policies 
to trace their ultimate impact. 

Such partial analysis frequently runs aground because the second
order effects should ideally be studied in a general equilibrium context. 
Yet there are also many cases where one can stop short of looking at the 
whole economy to understand what has happened. It is that difficult, but 
creative, intermediate research that we wish to encourage. 

The policy interventions that could be studied are diverse. They 
range from governmental sectoral programs involving the selective provision 
of social services, food distribution programs, etc., to macro-economic 
policies like monetary stabilization packages, minimum wage legislation, and 
tariffs and subsidies encouraging more complete integration into world trade 
and capital markets. They also explicitly include the impact of individual 
Bank projects as well as Bank sectoral lending priorities. The consequences 
of developing country interventions as well as the experience with loans and 
credits are relevant to the continuing evolution of Bank policy. Bank recom
mendations for specific member country domestic policies, as well as its own 
selection and design of projects, should both be informed by such research. 

One specific set of policies merits special and separate attention. 
Growing concern within the Bank, as well as among development assistance 
donors more generally, with a basic needs strategy commends the subject for 
careful analysis. It is a natural and appropriate outgrowth of the Bank's 
interest in absolute poverty and its indicators, and policies to alleviate 
its worst effects. In designing its own research, the Bank should take 
cognizance of the mushrooming volume of investigations underway in other 
international agencies like 110, UNRISD, and UNESCO as well as in national 
donor agencies. 

Three aspects would seem to have priority for the Bank. One is the 
analysis of linkages and complementaries among the various basic needs that 
have been advocated. This is an essential input into the efficient design 
of appropriate delivery systems to satisfy the needs. The second is the 
consistency between satisfying basic needs and continuing inequality in the 
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distribution of income. There is sometimes the suggestion that a basic needs 
approach can leave the production and distribution structure substantially 
unaffected, and avert significant income redistribution. Yet large changes in 
the composition of output may be implicit in a basic needs approach, with 
consequences for the returns to labor and capital, as well as the ownership of 
productive resources . Closer examination of the overall distributive implica
tions and compatibilities of a basic needs approach is therefore very much 
required. 

The third topic is an extension of the last. It is the integra
tion of the basic needs approach within a broader framework. More careful 
attention must be paid to which basic needs the market can satisfy better 
than others and to what the potential trade-offs may be between provision 
of such needs and other applications of such resources that might enhance 
equalizing growth. Absolute and relative deprivation, as well as economic 
growth itself, must all be interrelated more explicitly. 

These questions are all amenable to research. They are issues in 
which the Bank has considerable interest as well as comparative advantage. 
It is less obvious that topics like participatory planning or internal 
political issues involved should be accorded the same priority. The first 
duplicates what the 110 has been studying; the latter involves questions of 
the nature of the state and the interests it represents, complex subjects in 
which the Bank does not seem to have an evident expertise, and which are 
susceptible to potential controversy. 

Our fourth category is a natural complement to the issue-focused 
analyses previously discussed. We see advantage in a series of comparative 
case studies organized around country units that can capture the cumulative 
impact of diverse development strategies. The countries should be carefully 
chosen for representativeness. Close collaboration with local researchers 
and research institutes should be established as part of such a project, as 
well as a start on collection of basic data. 

The usefulness of such country studies for policy purposes should 
perhaps be underscored. The now changed perception of developing country 
opportunities to benefit from international trade has been much influenced 
by such comparative national studies; one pioneer effort has been undertaken 
by the Bank itself. That had the advantage of a simple measure, effective 
protection, around which the studies could be grouped. Similar organizing 
principles must inform a set of studies on development and distribution to 
avert mere catalogues of policy measures and unstructured speculation. 

These four specific research priorities give substance to our 
earlier views relating to desirable objectives of the Bank research program. 
These are not projects as they stand; they obviously require more precise 
formulation. It is our sense that it will repay the effort to do so. 

IV . Employment Research Priorities 

Our priorities for research upon employment issues are, not sur
prisingly, closely related to those for income distribution . They may be 
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grouped under three categories: careful study of developing country labor 
markets; analysis of the characteristics of the unemployed; and research 
on direct and indirect employment creation resulting from different kinds 
of projects. These generally conform to the emphases of the Employment and 
Rural Development Division. Their effective implementation would seem to 
require a degree of coordination of research upon employment among the rele
vant research divisions that has been lacking in the past. 

The need to know how labor markets work in developing countries is 
a pressing requirement. The institutional circumstances that condition mar
ket forces, the relationship of enterprise characteristics to labor demand, 
and the determinants of labor supply are all important parts of the story. 

The principal concern is whether there is any tendency for wage rates 
to adjust to unemployment and to facilitate creation of new employment oppor
tunities. How long the adjustment process takes, and whether it favors 
particular groups - skilled or unskilled, say - are central issues, especially 
when population growth assures continuing rapid expansion of the labor force. 

Labor markets have been conventionally disaggregated into three 
components : the informal and formal sectors in urban areas, and a rural 
sector. There distinctions have facilitated the construction of analytic 
models, but may not exhaust the potential for study of their different adjust
ment processes. 

There seems to be abundant opportunity for studies that examine the 
informal sector in detail to determine which activities expand with higher 
income, for example, as well as the sensitivity of employment opportunities to 
wages paid in these different activities. The characteristics of the internal 
labor market - the practices of rec ruitment, training and promotion within 
firms - likewise call out for study, particularly in the middle income countries. 
The role of trade unions, of hiring and firing regulations, and of the practices 
of public sector enterprises, are important and neglected subjects. They have 
considerable influence upon how efficiently and effectively labor markets can 
perform. Finally, there is the structure of employment within industry, and 
the pattern of interindustrial wage rates, that have not been examined with 
car e . 

We also call attention to the neglect of the growing importance of 
international labor migration - increasingly unskilled - as a phenomenon 
relevant to many developing countries. The implications for employment 
creation in these countries, the role of remittances, the permanence of settle
ment abroad, and the consequences for income distribution are questions that 
would repay careful research. Not least, such migration - like the movement 
of capital and goods - affords a mechanism by which the poor can share in the 
prosperity of the ri ch . 

Our second category is a logical counterpart to the focus on how 
labor markets function to create employment opportunities. We note the need 
for more careful and consistent measurement of unemployment and underemploy
ment as well as systematic study of those who belong to both groups. In many 



- 16 -

countries it is almost a matter of sheer guess-work to assess the degree of • 
unemployment and underemployment. Inconsistent definitions over time and 
among countries inhibit meaningful comparisons. The composition of these 
groups are not kno'Wl} with great precision. Nor is there much information 
about how they are financed when they are not working, or have limited earnings 
opportunities. 

Policies to promote employment are, as a practical matter, policies 
to create jobs for many who are currently without work or underemployed. 
The effectiveness of such policies necessarily depends upon better knowledge 
about the persons for whom jobs are being created. Design of income transfer 
mechanisms to those without earnings require similar information. We are 
not advocating mere compilation of statistics. In most countries policies 
of both kinds to deal with unemployment and underemployment have been tried. 
It is important to find out what has been successful in reducing the pool of 
the jobless and partially employed and to analyse the reasons for failure as 
well as success. 

A third line of research activity to be encouraged is more specifi
cally project-oriented. High in priority are studies that trace through the 
direct and indirect employment effects of different types of projects. For 
example, does lending that establishes a low capital input per job utlimately 
mean a larger level of employment? Under what conditions will such a proposi
tion hold, both in rural and urban settings? This type of inquiry can start 
from the data generated by particular projects themselves, but requires exten
sion beyond direct and short-run impacts. 

A second aspect of project-oriented research should be technology
focused. Some Bank work already has been undertaken in the design of civil 
construction techniques that are more suitable for labor abundant economies. 
The research derived from that experience has been largely descriptive and 
uninformed by more analytic considerations. More can be done. Much of the 
small-scale industry research now being planned can be tied to different 
kinds of projects actually implemented. 

Project-oriented research has not always been highly regarded be
cause it has seemed insufficiently conceptual, and rather too much a prac
tical matter . That is a mistaken view, especially from the vantage point 
of the Bank. Understanding and interpreting practice is not a mere matter 
of description. An economics, as well as an engineering, perspective is 
required to be sure that relevant interactions are not missed. The experi
mental opportunities afforded by project-related research are matched by the 
need for conceptual talents if they are to be effectively exploited. 

Research on employment issues by the Bank is complicated by the 
designation of the ILO as the primary U.N. institution in this area. This 
leads to overlaps of responsibility, particularly as regards collection and 
analysis of basic data, and imposes problems of coordination. The Employment 
Division also has had a far-ranging set of obligations that have made it 
difficult to focus its research efforts upon a series of key projects. The 
priorities we have suggested may help better to define the interface with the 
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ILO, better to concentrate the efforts of the small number of staff in the 
Division, and better to coordinate the research under way in other divisions. 

V. Articulation 

Research at the Bank has among its prime objectives an influence 
upon Bank operations. Indeed, many would regard it as the principal goal . 
For that very reason, the relationship of research to operations has not been 
an easy one within the Bank. Operational expectations of a proximate feed
back are inevitably frustrated by the larger and longer perspective of the 
research effort, the intermediate rather than final character of much of the 
output, and the generic inability to meet close deadlines . The small size 
of the research staff relative to Banlc operational capacity also means a 
limited in-house capacity to take on specific problems for solution, and 
thereby creates an impression of lack of responsiveness. Limited staff like
wise reduces the capacity to perform research directly. The role of con
sultants is therefore large; in the early phases of the research on income 
distribution, it was unusually so . These consultants are not on the scene to 
explain and motivate their research; nor is it easy for them to mold it to 
conform better to the interests of others in the Bank. Their interactions are 
limited on the whole to a restricted research circle . 

There has been a conscious decision, moreover, to protect formal 
research from the all consuming demands of immediate problems. The Income 
Distribution Division, for example, was sheltered from operations by its 
assignment to the DRC in order to facilitate its initiation of a research 
program. This has been tantamount to the creation of a small research center 
within a larger institute for development economics. One of the consequences 
has been a lively and congenial atmosphere - involving more personal inter
action than seems typical of the Bank as a whole, and an independence that is 
an important element in creative scholarship. 

Elsewhere in the Bank, however, such an arrangement is looked upon 
with a somewhat jaundiced eye. It is interpreted as freedom to pursue eso
teric and irrelevant interests . This lack of shared values among different 
parts of the Bank reflects itself in the style and extent of intellectual 
interaction. Despite procedures designed to be supportive of contact, and 
indeed, a variety of requirements for consultation, there has not been much 
effective collaboration. Research projects have been primarily developed by 
the researchers. We have found expressions of disappointment among Bank 
nonresearch staff regarding the usefulness and relevance of the research, and 
on the whole, little enthusiasm: laissez-faire seems to be the modal view, 
preserving as it does the status quo. 

Conversely, among researchers thems e lves engaged in the study of 
income distribution and employment, there is a lso dissatisfaction with in
adequate attention to, and appreciation of , their efforts. Potential users 
in the rest of the Bank are not entirely innocent victims. As far as we can 
tell, it is not standard practic e for those with regional and operating 
responsibilities to examine research reports with care, and still less to 
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return comments, even when the focus is one's country, or functional speciali
zation. The typical reason offered is lack of time. It is not wholly accept
able or convincing; it is just another way of saying that such interaction has 
low priority. On the user side, such neglect is symptomatic of the larger 
pressure to get on with projects, or the required country reports, memoranda, 
etc. Relevant research in this sense is viewed not merely as nonproductive, 
but potentially counter-productive. If particular views must be re-thought 
and old patterns altered, the same pace of committing resources cannot be 
maintained. In some instances, it has even been suggested that irrelevance is 
therefore preferred to more applicable analysis. 

That undoubtedly is a caricature. Still, from what we have seen in 
these two subject areas, the Bank reward and incentive system does not seem to 
encourage individual initiative and novelty. Indeed, in the case of one 
country office of apparently above average performance, it is standard practice 
not to retain any of the earlier research reports in the files. Each country 
economist is presumed to start from scratch, and unburdened by knowledge of 
on-going research relating to the country. 

Nor has there been an impressive impact at the management level. 
Research reports do not seem to have been regularly and systematically fed 
into the DPS policy papers that form their basic agenda. Rather it seems to 
be more typical for other, and sometimes parallel, shorter term assignments 
to inform the management on such income distribution and employment questions 
like urban poverty, basic needs, etc. To be sure, the formal research staff 
has sometimes made significant contributions by initiating memoranda growing 
out of their own perceptions. But these interventions would be more effective 
if they were a regular outgrowth of the research process. 

This lack of articulation between Bank research and operations is 
therefore not a simple problem. It can be somewhat ameliorated by creating 
larger and more varied working groups from different parts of the Bank to 
supervise research projects, and by improving dissemination. Resolution of 
the problem goes deeper. It goes to the heart of how operations proceed, how 
policy decisions are taken, how far the departments concerned are willing to 
cooperate, and how individuals are motivated to respond to changing ideas. 

One can perhaps make a start by conceiving of policy papers as the 
culmination of the research process, rather than as its source. There will 
be obvious exceptions - as when the research is explicitly methodological and 
therefore intermediate. Sensitive management would be required to anticipate 
policy needs, and to avoid succumbing to the pressure to produce immediate 
policy papers without adequate scope for research that could enhance their 
value. 

VI. Dissemination of Results 

Connnunication of findings is a central part of the research process. 
As the research program has prospered in recent years, the Bank has broadened 
its audience. Publication of articles in professional journals by Bank staff 
has been encouraged; books regularly appear with Bank sponsorship; working 
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papers in their preliminary form are sent to a series of recipients (outside 
the United States), in developed and developing countries both. The increased 
external dissemination of Bank research results is Qoth a significant accom
plishment of the research program, as well as a measure of its high quality. 

Despite this success, and indeed partly because of it, we recommend 
a new departure. That is the publication of a new Bank Staff Papers analogous 
to those of the Fund. We believe such an outlet would be a necessary and 
powerful incentive to guide research along more policy applied lines as we 
have earlier recommended. So long as Bank research staff must aim for academic 
journals as a primary outlet for their published efforts, their research will 
almost inevitably be academically slanted. Publication is essential for 
research staff to retain their professional identification and mobility. It 
is important to have a vehicle that r emains of high caliber but whose principal 
focus is development practioners concerned at least as much with problems as 
with concepts. 

We perceive a second advantage . Such Bank Staff Papers would be 
a medium that is not exclusive to formal research personnel alone. Other Bank 
staff could and should contribute as well. Such an opportunity will have a 
subtle but powerful influence upon integrating research and operationa l per
sonnel. Originality in response to Bank needs will be given explicit reward 
and encouraged. More abstract research results adapted to particular applica
tions will have an intellectually respected outlet. Differentiation between 
economists working elsewhere in the Bank and those specifically engaged in 
research would narrow . 

The arguments against such an innovation seem to be two-fold. One 
is cost. This does not seem binding. The I.M.F. Staff papers, published 
three times a year, have a net cost of $100,000 annually, after full allowance 
for personnel allocated to editorial effort. That would represent only 5% of 
the present Bank external research budget, and less than 2% of total expendi
tures for research. This must be regarded a modest expense to reach on a 
regular basis some 3,000 subscribers, and many more readers through access in 
libraries. 

The second argument is that such a Bank publication is premature 
at best. Some feel that the quality of Bank research, especially as broadly 
defined, cannot guarantee the regular flow of results required. Reliance on 
outside refereeing, as at present, assures automatic enforcement of standards; 
internal decisions, coupled with the pressure to produce continuing issues, 
might be more lax. Such an assessment cannot be taken lightly, particularly 
when professional journal publication has been subject to exponential prolif
eration. We do not concur, however. What is at stake is not quality, but 
too narrow a criterion of research and relevance. Something intermediate 
between Finance and Development and decentralized publication of individual 
research results could be an appropriate and powerful medium for encouraging 
a distinctive style and focus to the Bank research program. Admittedly this 
requires an editor and editorial board of good judgment . 
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The question can be more reasonably decided by seeing what sample 
issues of such Staff Papers might look like. The current annual flow of 
working papers, country reports, policy papers, etc., can be culled to 
prepare representative issues. These can then be evaluated for their quality. 
Such a test excludes the beneficial internal incentive effects that the new 
publication should have. The experiment seems well worth undertaking; there 
is already an Editorial Committee and a cumulative experience with monograph 
publication. 

With or without a new journal, external dissemination of Bank work
ing papers, some which will perhaps not be published at all, can be extended. 
At present, university centers in the United States are excluded. There seems 
to be no good reason. The number of institutions abroad receiving the series 
on a regular basis might also perhaps be increased; at the very least greater 
publicity should be directed to their availability. The intended effects 
on developing country research and research institutes do not seem to have 
occurred from the present distribution program; there does not seem to be 
much regular reference to parallel Bank research in the work done abroad. 

An additional inadequacy of the present structure of communication 
with developing countries should also be pointed out. Our review of income 
distribution and employment research indicates infrequent post-research 
contact with the countries that have been studied. As a rule, research 
results relating to a specific country, or some group of them, ought to be 
presented there. Even without the greater direct collaboration advocated 
earlier, seminars in developing countries can contribute to institution 
building and can influence research priorities and methods. Country reports 
presently are the occasion for careful consultation with governments; parallel 
considerations apply to research. The Bank research effort is, and will 
remain, small relative to the capacity for local investigation in borrow-
ing countries. Its activities therefore must have a catalytic component, one 
that is not being fully exploited at the present time. 

A ready extension of this principle suggests the usefulness of· 
sponsoring Bank seminars abroad more widely, even when countries have not 
been the object of study. This has been done on occasion for other topics. 
Demonstration of new techniques and exposition of research results could 
stimulate emulation. In some cases regional meetings might be held; in 
others, individual countries might be more appropriate. Such a broader 
program could counteract the inevitable concentration of research upon a 
limited number of countries, and expose Bank researchers to a greater di
versity of developing country views and experience. 

A second aspect of dissemination is internal to the Bank . The 
present system relies primarily on written rather than verbal transmission. 
Memoranda substitute for discussion. Seminars in regional departments or 
operating divisions are infrequent. There is evidence that current practice 
is not entirely adequate. Two mechanisms suggest themselves . 

The first is preparation of a new series of reports in a special 
format for non-DPS staff, in addition to the working papers themselves. These 
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could take the form of a relatively short - but more than an abstract -
statement of the research results within a broader context. It would largely 
spare technique in favor of drawing out explicitly implications for country 
application and policy. These statements would be widely distributed, re
serving for a narrower audience the original research publications themselves. 
The latter would remain available on request. 

Secondly, the program of Bank seminars should be extended. Every 
project - as it is being elaborated and even prior to submission for research 
committee approval - should be the occasion of a seminar in the relevant 
region or operating department. At the conclusion of the project, a similar 
presentation of results is indicated. Seminars that are presently scheduled 
during the research project cycle are largely directed to Bank researchers 
themselves, that is as it should be. What is proposed in addition is an 
out-reach to potential users, before and after. These may have been served 
more adequately in other subjects, but not as regards findings in the income 
distribution and employment fields. 

Care and attention to internal communication can ameliorate, if not 
resolve, the problems of articulation. It can expose end-users more satis
factorily to what researchers are doing. It can also increase the gratifica
tions to researchers by providing them a wider Bank audience. The activity 
is one the researchers themselves should undertake; a new layer of specialist 
translators is inappropriate . 

VII. Research Administration 

The administrative structure governing the Bank research program 
has evolved and been formalized considerably in the last several years. It 
has responded well to felt inadequacies of project preparation , supervision, 
and evaluation. That makes it unnecessary to dwell at length upon the sub
ject. More attention has increasingly been paid to pre-Research Committee 
panels drawing together diverse interests within the Bank, to the phasing 
of projects involving large expenditures, to the need for adequate internal 
supervision of consultants, and to the standardization of the final evalua
tion process. We dare say that many of our earlier suggestions have already 
been anticipated . 

To some degree, our present recommendations, given the evolution of 
the research effort in income distribution and employment, react to what now 
seems perhaps an excessive formalization of the process. Research projects 
are considered in an NSF-like fashion, to the possible erosion of a more 
active management role in positively stimulating the research that the Bank 
wants especially to see done. Submitted projects are vetted well, but they 
may not be the most important ones. The Research Committee, because its 
members have many other responsibilities, have not been an effective force in 
the establishment of clear research policy guidelines; nor was the attempt to 
define priorities through a ser i es of research overviews in particular subjects 
wholly successful . 
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At this point, therefore, additional flexibility and wider latitude 
for Bank research management may be the most productive course . Higher 
professional standards of recent years can stand on_ their own with less need 
for continuous vigilance. As a matter of course, management should be able 
to finance the initial phases of projects - at higher limits than currently 
imposed - without going through a cumbersome review process. The burden of 
proof ought to come later after initial results are in. This requires tough
mindedness, because unpromising lines of inquiry will simply have to be 
ended. But such a policy, if implemented, should lead to a higher proportion 
of large project successes. 

Similarly, at the other end of the research cycle, the present 
system of project-by- project evaluation is too mechanical. It can hardly 
uncover res earch styles and approaches that have been more successful than 
others. Evaluation of single pieces of research in isolation by committees 
of different composition seems destined to produce not merely partial, but 
also rather bland, observations. No project fails to make some kind of 
contribution; none, taken alone, is a spectacular success. A more useful 
evaluation framework should be more subject-oriented and recurrent, taking 
into account projects both completed and underway . Such an internal exercise, 
performed annually or at longer intervals, could more probably feed back to 
the determination of research priorities on an informed basis. That review, 
unlike our own, should be dominated by Bank personnel, with perhaps minority 
outside representation. Whatever the advantage of occasional outside percep
tion, self-critici sm has the virtue of more likely leading on to corrective 
change . It is onl y when Bank management and staff come to feel strongly that 
inadequacies should be remedied that they will; internal discussion is more 
likely to produce t hat consensus than outside reports. 
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APPENDIX A 
Page 1 

INCOME DISTRIBUTION: THE EMPIRICAL FOUNDATION 

Introduction 

We focus in this Appendix upon the adequacy of the Bank research, 
upon the measurement of the income distribution in diverse countries and its 
change over time. The three studies which we principally take up are Size 
Distribution of Income (5), Redistribution With Growth (4), and "Inequality, 
Poverty and Development" (1). * 

The data requirements for the study of the distribution of income 
are admittedly highly demanding. Proper measurement, free from transient 
disturbances and from the systematic effects of different phases of the 
life cycle of income, among comparable recipient units, and with adjustments 
for purchasing power differentials among various distinct groups, is difficult 
to achieve. Adequate measures are rare enough even for developed countries. 
For developing countries estimates are more likely to be non-comparable and 
deficient in many respects . They require critical scrutiny and adjustments 
to reduce non-comparability; and even then, extreme caution must be exercised 
in interpreting the results. 

The discussion here focuses upon several central problems common to 
the principal Bank research upon the measurement of internal income inequality. 
These include problems of: (a) inadequate international coverage of the data 
and estimates; (b) errors in those estimates, relative to what they claim to 
cover; (c) lack of sufficient concern for definition of the recipient units; 
(d) disparities between the concepts of income used and those required for 
proper analysis. The brief discussion will not do justice to these problems 
touched upon, but it will at least expose the full range of difficulties. 
We conclude by reflecting on the effects of these limitations on some of 
the substantive findings. 

Data Coverage 

Redistribution with Growth (4) contains in Table I.la comprehensive 
cross-section of ordinal income shares for 66 countries, 5 of them socialist, 
and almost two-thirds of the remaining, developing market economies. The 
compilation, Size Distribution of Income (5), provides income shares, measures 
of aggregate inequality, and a few other measures, for 71 countries, 6 of them 
socialist. A more recent cross-section, "Inequality, Poverty, and Development" 
(1), covers 60 countries selected almost wholly from (5), the choice having 
been "dictated by particular judgements about the reliability of data in some 
cases" (p. 339). This list contains 41 developing market economies, 13 devel
oped market economies, and 6 socialist countries. We shall not discuss the 
data for socialist countries; both their selective definition of income and 
their institutional arrangements preclude straightforward economic comparisons 
of income shares . 

* Full citations are in the Annex to Appendix A. 
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The large number of market economies for which size-distribution 
estimates have been assembled suggests a wealth of data. But this impression 
rapidly dissipates. when the lists are examined. The first observation is 
that some major developing countries in important regions are missing. Thus, 
for Subsaharan Africa, (1) -- which is the most selective -- fails to cover 
the more populous countries: Nigeria, Ethiopia, Zaire, and Sudan. Were we 
to possess a proper typology of developing countries, we would likely find 
other important omissions for some of the relevant type-classes. Second, 
the size-distributions each refer to a single year, with few relating to 
a time span (e.g. , Lebanon for 1955-60). The dates, moreover, vary widely 
within the period from the mid-1950's to 1971. Thus of the 41 developing 
countries in (1), 10 countries are covered by estimates relating to years 
from 1955 through 1960; another 9 by estimates for years from 1961 through 
1965; and 22 countries by estimates for the period 1966 to 1971. Since size
distributions can be affected not only by transient elements peculiar to a 
particular single year, but also by changes over time -- quite apart from 
changes in per capita product in constant prices -- the time range of one 
and a half decades int roduces elements of non-comparability. It also means 
that the impressions for many countries are badly out of date and are not 
a good guide for present decisions. 

But the most serious limitation in coverage of data is revealed 
not in (1), but in (4), in which some effort is made to make comparisons of 
change over time for income as a whole and the income of the lowest 40 per
cent. The sample is only 13 developing countries; actually 12, excluding 
Yugoslavia. This is a rather small sample; even were we to assume full 
statistical comparability, the limited extent of the time interval (six 
years and not more than ten) means that trends in income inequality, if any, 
are not easily discernible. That is true without regard for the incompara
bilities in data for the same country at different times. (5) makes apparent 
how such data come from different sources and refer to different recipient 
units. Such scarcity of time series relating to size-distributions of income 
in a sufficiently diverse sample of developing countries, is a major informa
tion lack. 

Errors in Estimates 

Size-distributions are usually estimated from sample studies of 
household income (and/or expenditures) or census income questions. Under 
certain conditions, they can also be derived -- usually only partially -
from the national accounts data using components of factor income that can 
be integrated with an array by size of income. The commonly observed result 
is that income totals and factor income components corresponding to size
distribution estimates tend to fall appreciably short of comparable totals 
in the national economic accounts; and the shortfalls are both substantial 
and significantly different in relative magnitude for labor and capital 
income, components associated with recipients placed differently in the 
income distribution. 

The results of Bank research in Latin America, Income Distribution 
Estimates from Household Surveys and Population Censuses in Latin America: 

• 

• 

• 
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An Assessment of Reliability (2), emphasize this conclusion . There is there
fore little need to labor the point further here. It is not one limited to 
Latin America. In a~other World Bank study, Size Distribution of Income in 
Malaysia (3), the author states (Chapter III, p. 22) that the "mean house
hold income estimated from the Post-enumeration Survey (for 1970) is $264 
per month ... and the degree of understatement in PRS income relative to 
the National Accounts is on the order of 25%". Then the author adds: 
"Although this might seem quite large, it is in fact not particularly 
great by the standards of household surveys conducted in LDCs". 

Both of these Bank studies, and other Bank research underway on 
estimation of social accounts matrices, therefore negate the validity of 
aggregate compilations. They show the incomparability of the surveys over 
time, and implicitly therefore warn against their use. Yet even those more 
intensive studies do not undertake much experimentation with alternative 
adjustments in an attempt to produce a more reliable and comparable set of 
statistics even on a cross-section basis. It is only when there is such an 
alternative that the research task is complete: warnings and cautions do not 
inhibit analysis and even policy conclusions. 

Scope of Coverage and Definition of Recipient Units 

There is neither consistency in the scope of coverage -- national, 
urban, etc. -- or in the definition of recipient unit -- household, workers, 
etc. -- in the aggregate compilations so far emanating from Bank research . 

Of the 60 market economies reported in (5) and published without 
commentary in (4), the coverage is short of national for 8 countries, with 
some question about the ninth. For Argentina, Burma, Dominican Republic, 
Greece, and Iran, the coverage is either of the capital city alone, or of 
urban only; for Guyana, Sierra Leone, and Uganda, there are major geographical 
or group exclusions. For Thailand (1970), (5) shows distributions for rural 
and urban households separately, but not aggregated; the ordinal shares 
presented in (4) are close to those for the urban distribution in (5). For 
these 9 countries there is thus an important element of non-comparability, 
associated with l imitation of coverage, relative to the distributions for 
other countries with full national coverage. 

For the remaining 51 countries, the size-distributions are for 
the following types of recipient units, using the terminology of (5): 
households - 25 countries; income recipients - 12 countries; economically 
active population - 5 countries; total population, a rather vague category -
6 countries; and per capita - 1 country (the United States, indicating an 
aggregation of the distribution among unattached individuals with that 
among families reduced to a per person basis). Distributions among house
holds thus dominate, followed by distributions among income recipients -
whether all or only the economical l y active population. 

A check on the data base of the more recent summary of cross-section 
evidence on size-distributions of income in (1) indicates that of the 41 
developing countries only 2, Uganda and Guyana, relate to an area or group 
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short of the national total; that of the remaining 39 developing countries, 
the distributions in 16 countries are among households; the distributions 
among income recipients, or economically active population, or total 
population cover 7 countries each; and for 2 countries the distributions 
are for per capita income. The distributions for the 13 developed countries 
are among households for 8 and among income recipients for 5. The distri
bution for all 52 market economies is quite like that for the 51 countries 
in Table I.l (4), as described in the preceding paragraph, as it should be 
since the underlying counnon source is (5). 

Two comments can be made about the possible results of such a 
mixture of size-distributions referring to different recipient units. First, 
there is a marked tendency for distributions among individual income reci
pients to show wider inequality than for those among households. Thus, in 
(4), distinguishing the 25 countries for which the distributions use house
hold units (Group I) from the 26 countries for which the recipient units 
are individuals (Group II), the 9 countries with low income (below $300 GNP 
per capita in 1971 prices) in Group I show an average income share of the 
lowest 40 percent of 14.2 percent; whereas the 12 countries of Group II in the 
low income category yield an average of 11.2 percent. A similar comparison 
of the 10 countries in Group I with the 5 countries in Group II that are in 
the middle income bracket ($300 to $750 per capita GNP) yield average income 
shares for the lowest 40 percent of 13.4 and 8.0 percent respectively. For 
the 6 countries in Group I and the 9 countries in Group II that are in the 
highest per capita income class ($750 and over), the average income shares 
of the lowest population group are 17.1 and 14.2 percent respectively. 
Disparities in income shares of this magnitude within similar ranges of per 
capita income are too great and too consistently in one direction to be 
neglected . 

Second, and perhaps more important, neither of the widely used types 
of unit, whether household or individual, stands for equivalent groups of 
dependent consumers. Households differ in number of members, and in their 
ages. The distribution of income per household would naturally show a sig
nificant positive correlation between size of household and its total income, 
a smaller number of persons dependent upon lower incomes. The same is likely 
to be true of the size-distribution among individual income recipients. 
Earners or recipients of lower incomes, dominated by younger, part-time 
workers and secondary labor supply, tend to have fewer dependents supported 
by that income than the higher income recipients who are more usually heads 
of households. The latter are more frequently of an age in the life cycle 
where both income and number of dependents are likely to be large. It follows 
that income shares, say of the lowest 40 percent of households or of income 
recipients may represent shares of population (whether persons or consuming 
units adjusted by age) that are distinctly below 40 percent; while the shares 
of the top 20 percent of households and income recipients represent more than 
20 percent of population or of consuming units. The essential point is that 
these adjustments vary differentially among countries and over time, intro
ducing significant incomparabilities in the welfare implications of the 
measures. 

• 

• 
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This comment affects not only the cross-section compilations but 
also the uses of the shares (and inequality measures) in other applications 
some undertaken by the Bank. It relates to attempts to use the conventional 
size-distributions to identify people below poverty lines, or deficient 
in associated consumption levels . Even disregarding the advisability of 
employing equivalent consuming units rather than persons, or of using the 
distribution and levels of consumption rather than of income, the need 
of adequate adjustment to shift from households and income recipients is 
indispensable. 

There are additional major difficulties that apply to intertemporal 
comparisons. As noted earlier, these i nclude the need for adequate statis
tical comparability among two or more samples over time and for adjustment 
to compensate for transient characteristics of the particular years. 
Analytically most important, and related to the recipient unit, the extent 
of mobility over time is of critical significance. We want to know how 
many of the poor and rich of today were among the poor and rich of, say, 
a decade ago. Clearly, extensive mobility lends an entirely different 
meaning to comparisons across time of the shares of the poor and the rich 
than when such mobility is lacking. 

A final problem obscured in the cross-section compilations is the 
very definition of the household or family in diverse cultural settings. 
Changes in family structure with modernization and income growth impose 
limitations upon use of unchanging and conventional recipient units. This 
is over and above the more familiar problems already discussed, and for which 
partial solutions at least exist. 

The Concept of Income 

The definition of income is itself not a simple matter. Two ob
servations can be made regarding the Bank results. The first is that the 
income concept must have differed among countries and years. We know that 
for some countries (e .g., the United States) sample studies of family and 
household incomes are limited to cash income and exclude income in kind; 
that for other countries , households are grouped by total income receipts 
including gifts and transfers from other households (e.g., Taiwan); and so 
on. Hence, the multi-country cross-sections must also include elements of 
noncomparability in the definitions of the income totals; how serious such 
elements are, we cannot tell at present, because the matter has received 
insufficient attention. 

The second comment is that few size distributions, whether for 
developed or developing countries, are based on an analytically desirabl e 
income concept. That would require, in the first instance, completeness 
of coverage in its inclusion of both cash and income in kind; of flows 
from government and other institutional sources, as well as the compulsory 
drafts that may be imposed by them; and also of receipts and transfers among 
households. In the second place, there is the need to eliminate or dampen 
transient, short-term components in annual income, as well as to adjust for 
the effect of the life cycle upon the income of the r ecipient unit. Thirdly, 
the possibility of substantial differences in purchasing powers between the 
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rural and urban recipient units, and within these large groups, between the 
lower and higher income groups, has to be considered. And finally, one 
should note again, for intertemporal comparisons, the possibility of mobility 
of recipient units among the distinctive size-classes, even after full adjust
ment. 

Admittedly, these criteria are a counsel of perfection. Yet there 
is value in specifying such analytically desired income totals, if only to 
induce experimentation that relates the actual concepts to the desired. That 
can provide a better notion of the magnitudes involved and the consequences 
of adjustment, even if crude. It can clarify the kind of basic data required 
to relate to the policy issues implicit in the analysis of the distribution 
of income. 

Conclusion 

The previous discussion relates solely to the weakness of the em
pirical foundation provided by the conventional data on size distributions 

• 

of income among households or among income recipients. The comments should 
not be misinterpreted: as denying the value of emphasis on the distributive 
aspects of economic growth, particularly in developing countries; as negating 
the ingenuity with which Bank research has attempted to distill findings from 
disparate data, with increasing caution concerning the limitations of the 
underlying information; as rejecting analysis of the distributive implica- • 
tions of structural aspects of growth illustrated by relatively simple models 
employing notional but still plausible parameters; as counseling against 
introduction into project appraisal and other operations of the Bank sensi-
tivity to possible impacts on internal income inequality. But one is left 
with the question whether much more experimentation with the underlying data 
should have preceded (rather than followed) the kind of generalization that 
was exemplified in the empirical summary of the size-distributions of income 
of the type provided in Sources (1) and (4), or in publications relating to 
poverty, or Ln the compilations exemplified by (5). 

Many of the limitations of the data used, relating particularly to 
the nature of the recipient unit and definition of income have been recognized 
in the course of Bank research. Yet the natural inference from such limita
tions to more serious attention to the underlying data was apparently not 
followed. Instead the presumption has been that the errors are random and 
do not lead to spurious conclusions. In a subject so wrought with political 
implications, the attempt to obtain the right numbers for individual countries 
cannot be so easily dismissed in favor of the aggregates; nor can randomness 
be assumed when the various effects of recipient unit, size of family, etc., 
earlier discussed, are considered. 

One may wonder whether a closer scrutiny and rejection of a number 
of estimates, while presenting adjusted data that are more reliable, would 
have furthered quantitative research more. There is danger that the now 
readily available Bank compilations can be put to uses that are more mis
leading than enlightening. There is still time, in the case of the Bank 
research now underway on Latin America and the Far East, for such counsel 
to influence the final stages of those projects, as well as the form of 
publication of the results. • 
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The Bank program of research upon income distribution has emerged in 
a self-conscious, planned fashion. In recognition of the limited investigation 
conducted elsewhere, the Bank has been prominent in stimulating and pursuing 
research on income distribution in developing countries. The initial Bellagio 
conference and subsequent publication of Redistribution with Growth has meant 
a leadership role that has not been characteristic of all fields of Bank re
search. 

Bank research prospects and priorities were established after 
careful review of what was and was not being done elsewhere, the likelihood of 
potential progress, and the relevance to Bank interests. The research strategy, 
elaborated for and endorsed by the Research Conunittee in 1975, has emphasized 
three subject matters: 

empirical, data-oriented, analysis 

construction of economy-wide models for policy experi
ments 

examination of consequences of policy interventions in 
a partial equilibrium framework 

The first two components of this program have absorbed the lion's share of 
external resources. More internal staff time has been allocated to the third. 

These priorities were chosen to respond to the issues posed to the 
Bank as it seriously began to grapple with the income distribution question. 
The data base was limited and uncertain, and called out for improvement in 
1975, and it was still impossible to say how the income distribution in even 
the most important countries had fared over time. Beyond that, there was 
much talk of iron laws of development, inevitable impoverishment, and the 
like. The role of public services in offsetting the inequalities of private 
receipts was a matter of debate and dispute. The characteristics of the 
poorest groups were known for only a handful of countries. 

How to intervene most effectively to reduce inequality and ame
liorate poverty - while retaining the market and growth orientation empha
sized by the Bank - was also not part of the conventional wisdom. There was 
considerable appeal to viewing the income distribution in the context of 
the productive structure, in order to include the second-round effects that 
direct policy analysis often fails to capture. Hence the relevance of large 
country models, in addition to research directed to specific policy instru
ments. 

• 

• 

• 



• 

• 

• 

APPENDIX B 
Page 2 

The larger strategy thus made, and for the most part, continues 
to make sense. The professional quality of the a~alytical results compares 
favorably with non-Bank sponsored research in the field. Many have been 
or are in the process of publication. Bank consultants have been eminently 
qualified and highly regarded. Question has rightly been raised in Appendix 
A about the weakness of the compilations of data, and the uncertain yield of 
the substantial research investment intended to extend the data base. There 
is no need to rehearse those issues here. The principal shortcoming here is 
the inability to follow through sufficiently on the strategy to yield find
ings that can inform Bank and developing country policy. 

In the following sections, we evaluate a sample of 16 individual 
contributions under the three headings noted above. The concern is less 
with the research for its own sake, than with the implications for future 
priorities. 

Empirical and Analytical Analyses 

The research classified under this rubric is largely of two sorts, 
cross-section analysis of aggregate data, and country studies. Seven works 
have been examined, three of the first kind [1, 2, 6] and four of the second 
[3, 4, 5, 7]. Three are book length, four take the form of articles. 

The cross-section aggregate research [l, 6] responds to the im
portant issue of how the size distribution of income changes with sectoral, 
educational, and per-capita income change in a large number of countries. 
It is clearly the most sophisticated of its genre. The limitations of 
cross-section analysis are clearly understood and presented. Publication 
1n academic journals was amply warranted. 

Still, for Bank purposes, it might have been better to start the 
other way around: that is, with the substantive issue of the trade-off, if 
any, between rapid growth and inequality. The cross-section regressions in 
that context would have figured as one piece of the evidence, rather than 
being the central analytical focus. A small selected set of countries whose 
inequality trends had been carefully measured might have been compared with 
the cross-section predictions. These experiences would have merited comment. 
More narrowly, the U-shaped curve of the size distribution as per capita in
come varies might have been assessed more critically as the possible artifi
cial statistical consequence - at the lower end - of minimum subsistence 
requirements. Finally, other Bank research bearing on international income 
comparisons might have lead to use of a more meaningful set of measures for 
per capita income. 

These criticisms do not mean that research upon income distribu
tion variability is not useful. Quite on the contrary . The Bank results -
properly understood - suggest that great care is needed before affirming the 
inevitable propensity for the poor to get poorer, and that even relative 
inequality may not vary regularly. The authority of the result, and its 
relevance for Bank policy, could have been much enhanced, however, had those 
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hypotheses, rather than the method, dominated. That is why, in our recom
mendations, we have tried to stress a policy rather than an academically 
oriented research view. 

Decomposition analysis of the Latin American survey results [2] 
employs a cross-section perspective somewhat differently. Not only is the 
single region involved, but the basic question is also another: what is 
the influence of personal characteristics versus market characteristics in 
the explanation of inequality. Again, both in the theoretical discussion of 
alternative decomposition techniques and in their application, the research 
goes beyond previous efforts. Its technical proficiency is not at issue. 
What is, is the domination of the substantive concerns by the mechanics. 
The variables measuring market influences are inadequate - because of the 
characteristics of the surveys - leading to a statistical decomposition whose 
interpretation is in doubt - the more so because of interactions with per
sonal characteristics. There is no comparison among the different Latin 
American countries to see how the results conform to other, indirect evi
dence . Finally, although considerable effort was expended in order to test 
the validity of the raw data - which turn out to be highly variable 10 

reliability - the uncorrected information continues to be processed 10 all 
cases. 

As before, and is characteristic of much of the Bank (and academic) 
research, the basic limitation is the attempt to exploit a particular set 
of data, rather than to examine a broader set of hypotheses. Research that 
does not go beyond the second stage fails to have the impact on Bank and 
developing country policy it should and might have. 

Country-oriented empirical research within the Bank has managed 
more frequently to cross that barr ier, perhaps because it requires broader 
concerns. The Malaysia study [4] is a case in point. While utilizing 
information from surveys, it is critical in its evaluation of their compara
bility, and careful in the inferences drawn. It transcends those particular 
data to take on a series of policy questions and issues relating to the 
size distribution and its changes. The study is consequently one that both 
Malaysian economists and those in the Bank will find helpful in understanding 
what has been going on; the great irony is that the Bank country economists 
were largely unaware of its exist ence. 

The construction of a social accounting matrix for Malaysia [5] 
is also of value, although its principle objective is measurement rather 
than analysis. A single country focus and a need for consistency between 
the production and distribution accounts produces a more constructive atti
tude toward data than has characterized the more global efforts. While more 
experimentation with different imputation techniques and different assump
tions might have been tried, the monograph is evidence that Bank research can 
take data seriously . One of the motivations is the usefulness of these data 
for a subsequent modelling effor t . 

Yet country r esearch can also bog down in too narrow a context. 
The Taiwan study [3] becomes a virtual catalogue of Gini coefficient decom
positions of all shapes and s izes over time, neglecting some of the basic 

• 
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forces at work that reflect themselves in these coefficients. There is 
little discussion, for example, of the factors favoring the spread of rural 
industry in the case of Taiwan, little explanation of the processes by which 
dualism diminished within sectors, the reasons why technological change 
favored wage income, etc. Taiwan is an essential component in the puzzle 
of rapid growth consistent with equity. The study, while a technical ad
vance in its application of Gini coefficient decomposition, fails to draw 
out those lessons and make them available to Bank and developing country 
decision-makers. 

The work on earnings functions growing out of an extensive study 
of income distribution in Thailand [7] is of a similar bent. It is the 
technique that is central more than the substantive results. The article 
makes its point that better and indirect estimation of the contribution of 
education to earnings is feasible from survey data including self-employed. 
It does not, however, much advance our appreciation of the special circum
stances of the Thai case. Perhaps the larger monograph underway will. It 
should. For Bank needs, the substance and the policy must count as much as 
methodological contributions; that is what differentiates its research agenda 
from that of an academic institution. 

Large Scale Models 

The research upon economy-wide, general equilibrium models shares 
some of the same attraction to technique at the expense of some basic 
questions. Two large but different models, for Brazil [9] and Korea [8], 
have been estimated and put through simulation paces. These efforts have 
been major projects. Their intent was to examine the effects of government 
policy upon the size distribution of income. Both have made technical ad
vances in theoretical and programming terms. Yet neither lives up to the 
original intent. 

There seem to be three reasons why. One is inattention to the 
inherent limitations of what remain "standard" economic models for the anal
ysis of the size distribution of income. The basic rules for distributing 
income to persons, as opposed to economic agents defined by the productive 
process, are not an integral part of such models. The personal distribution 
is obtained subsequently by allocating factor income to individuals using 
static and non-behavioral constants computed from earlier survey and Census 
results. This is equivalent to saying the rank-ordering of persons does not 
itself feed back upon the economic (and political) process. In practical 
terms it also means that inequality within groups is held constant, although 
both its level and changes are significant in observed performance. 

A theory of distribution to individuals is not a simple matter. 
But until it is explicitly tackled, it will not be possible to examine how 
the distribution of permanent, or life-time, income varies in response to 
economic change and economic opportunity. Nothing less than a complete 
specification of individual mobility, and the variation in individual in
comes, is needed. This class of models does not attack such questions. The 
difficulty of the task, indeed, is one reason why attention might perhaps be 
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more profitably focused on socio-economic groups. But even then, more than 
mechanical allocation of labor income and profits is required, and mobility 
between groups cannot be ignored. 

A second limitation of such models is that while nominally they 
are large, by virtue of including many sectors and groups of income recipi
ents, they are in fact very sensitive to their macro-economic specifications. 
The interactions among most sectors makes little difference to the outcome 
compared to assumptions built into the models. In this sense, the models are 
too simple. Both, in fact, seem to equilibrate by taking some magnitudes as 
fixed in nominal terms, and allowing the overall price level or the terms of 
trade to adjust to make real demands and supply equal. Such effects then 
become the source of the distributional changes. Whether these processes 
conform to the structure of the actual economies is another matter. In 
neither case was the issue the subject of empirical investigation. If they 
are inaccurate or exaggerated representations, then policy conclusions are, 
of course, much affected, and much weakened. It is difficult to believe, for 
example, that increased agricultural productivity in Korea goes to naught 
because demand for output is fixed, provoking deteriorating terms of trade; 
or that in Brazil inflation improves the distribution because some service 
incomes do not change while all other wages do. 

In the third instance, too little attention has been paid to cap
turing the differences among clusters of sectors, or groups, rather than 
multiplying their number. Sheer size is a complication, not merely for cal
culations, but also comprehension. The crucial parameters like the elasticity 
of substitution, the characteristics of technological change, and savings 
propensities get lost in the exercise. The simulations take these for granted 
in assessing policy impacts, when their changes - partially in response to 
policy - may be more important. 

The upshot of the matter is that these models have had little 
impact on the analysis of Korea and Brazil, within the Bank or within the 
countries themselves. It was perhaps exuberantly optimistic to think that 
such would be the result. Lowered expectations might have been in order. 
In that context, they can be, and have been, evaluated more favorably and 
positively. They have advanced Bank thinking about model construction. They 
have also forced Bank researchers to ponder their common result that little 
change can be induced in the size distribution even by far reaching policy 
measures. Yet caution is indicated in exaggerating the significance of that 
result. Small changes in Gini coefficients can correspond to rather large 
shifts in the share of income commanded by different groups. 

It is important to note that these criticisms and others have 
emerged from critical discussion within the DRC itself. Indeed, one of 
the papers under review [10) is a thoughtful appreciation of the character
istics of such models written by one set of the authors after the fact. 
It in turn has inspired other such analytic work within the Bank, and con
tributed to discussion at the Bank sponsored second Bellagio meeting. This 
capacity to learn, and to adjust future priorities is a strong point; what 
is important is to shorten the perception time, and also to target less 
ambitiously technically, but perhaps more so substantially. 

• 
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A contrast in model building is the effort underway in the last 
few years to construct one for the Muda Regional Economy. It takes its 
start from a serious effort to estimate regional accounts for relevant socio
economic groups [11). The ultimate purpose is to measure more accurately the 
second-round consequences of project investment in the region, whose spill
over potential has been considerable. Both by rooting the exercise in re
gion-specific information, and by developing techniques for ascertaining the 
indirect project effects, the exercise has been better suited to Bank need. 
The mode l in question is less sophisticated than those for Brazil and Korea. 
Its results, however, should potentially inform Bank policy to a much greater 
extent. Such research in addition has been carried on in close contact with 
the Malaysian planning office. The lesson is that there are useful models 
that can grapple with the issue of distribution. 

Specific Policy Instruments 

Four papers have been sampled among the diverse output that falls 
in this category. They each represent a significant aspect of research . 

The most general is a recently published occasional paper on malnu
trition and poverty that has aroused considerable interest [13). It seeks to 
establish that increased income is inadequate to solve the malnutrition prob
lem, requiring other forms of intervention instead. The problem then turns 
on defining efficient instruments. This research should be the precursor for 
a whole series of inquiries regarding basic needs. The two basic criticisms 
of the paper are potentially applicable to this larger set as well . 

First is the problem of measuring the consequences of income changes. 
This depends upon knowledge of the per capita distribution within families. 
As Appendix A notes, this information cannot be casually derived from data 
usually available. In this instance, the problem is further compounded by 
the limited income distribution data for many of the lowest income national 
units. Although only orders of magnitude are perhaps all that is required at 
this point, at what point do errors of 10 and 20 percent begin to matter? 
When basic needs do come down to implementation, surely the inaccuracies must 
begin to affect the effectiveness of policies. 

Beyond the income distribution measurement problem, there are the 
further difficulties of estimating minimum nutritional standards, as well as 
the elasticity of intake of nutrients with respect to income. The former 
are still a matter of controversy among nutritionists. The latter are not 
constants to be readily applied: they surely must vary widely with custom, 
the intrusion of advertised processed foodstuffs, the rural-urban mix, let 
alone traditional economic variables like the prices of other goods . 

The monograph thus makes the definition of the problem too easy, 
when the observed persistence of malnutrition in spite of income growth cries 
out for more subtle and variegated research. At the level of solution, there 
is the same simplification. Efficient intervention is required, yet that 
efficiency is measured by reference to consumer preferences that are rejected 
by the very necessity of intervention itself. The essence of the strategy 
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is its delivery system that ignores individual wants. Deciding how much is 
sufficient, and devising substitute means for allocating the relevant goods 
and services is a central topic for research. 

Despite its limitations, the monograph is an example of how Bank 
research can attack problems ignored elsewhere. Measurement of basic needs 
and schemes for intervention are matters that are likely to be of continuing 
priority in the next several years. The attractiveness of this research 
style lies in its capacity to eschew larger and general equilibrium approaches 
in favor of a partial focus . So long as each basic need is considered 
individually, that may be true; when taken as a composite such independence 
may well no longer prove feasible and there must be more attention to the 
interrelationships among them . 

A second set of research has been conducted on the distribution 
of public services across income groups. The size of the public sector in 
most developing countries makes the potential contribution of fiscal policy 
to the distribution of real goods and services a significant one . Yet the 
problem as treated in (14] fails to take into acount differences in the 
quality of services to persons in different income strata. Nor is there 
adequate discussion of why the survey on which it is based differs so sub
stantially from an earlier one in which the distribution of educational ser
vices is much more unequal. Has there been a real change in Colombia, and 
why? Or can we safely presume the irrelevance of the earlier Bank study. The 
study instead concentrates upon its own statistical basis, to the detriment of 
the substantive issue. Nor are there plans to extend the work, either in the 
Bank or in collaboration with developing countries. The merit of such research, 
after all, consists in measurement not for a single country, but for a variety 
of representative countries. The absence of an explicit policy emphasis to 
the research effort makes itself felt, not only in what is done, but also what 
is omitted. What should be conceived as a pilot study to be replicated 
elsewhere becomes another final product. 

The research on sharecropping is of a different style . The basic 
theoretical contribution that is reviewed here (15] makes significant amend
ments to a literature that has greatly expanded in the last several years. 
Its publication in the professional journals, as with much of the related 
Bank research relating to sharecropping, is a measure of its quality and 
novelty. What is perhaps more important from the Bank standpoint is the 
productive relationship between such theorizing and empirical application. 
Both are proceeding simultaneously. What is less fortunate is that while the 
structure of agricultural tenure is critical to the distribution of income, 
the theory, and micro-testing, have not lead on to a more synthetic piece 
that relates the results to larger issues of agrarian reform. Excellent as 
the work is, and promising in its continuing extensions, this hiatus does not 
appear likely to be bridged of its own momentum. 

The final paper under review , yet unpublished and only recently 
completed, also relates to the agricultural sector (16]. It is motivated by 
concern with the implications of price intervention for the distribution of 
income and casts the problem i n partial and simple general equilibrium form. 

• 

• 

• 
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The paper makes clear the crucial dependence of the size and duration of the 
full policy impact upon the mobility of factor inputs and the distribution of 
assets. The paper is a useful first step in establishing a simple theoretical 
framework for subsequent application; its contribution to the Bank will depend 
upon whether the latter is pursued. 

Conclusion 

This review makes apparent both the high quality and varied charac
ter of Bank income distribution research. It has been technically proficient 
and directed to a wide range of problems. Its quantity should also be re
marked upon. The productivity of Bank staff compared with academic environ
ments in which research is a large and regular component of responsibility is 
quite high. Specific criticisms have related as much, if not more, to the 
product of outside consultants than of Bank staff. 

The deficiencies of the research have related less to its execution 
than to the erosion of policy orientation and focus as it has been conducted. 
There has sometimes been a tendency for narrow technique and exploitation of 
a particular data base to dominate at the expense of the larger substance. 

A second limitation has been the failure to sustain more policy 
oriented research beyond single, isolated efforts . The Bank budget is small 
and its research agenda cannot be greatly expanded. For that very reason, 
however, it should be endeavoring to play a much more active catalytic rol e. 
This has lead us to stress the potential inherent in closer links with devel
oping country research institutions. 

A third characteristic has been a greater faith in large models 
than was probably merited. There are limits to what can be extracted from 
them. Systematic study of the second round effects of projects and policies 
has been slighted in favor of trying to solve everything at once. That 
lesson now seems well understood . More comparative, country- study analyses 
over time should be preferred to models that have no story to tell . 
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This review is based on a sample of over twenty research papers 1/ 
relating to employment questions produced during the last few years. An -
evident feature is the generally high quality of the output. Indeed a number 
of pieces have already appeared or are about to appear in learned publications, 
and many of the authors have been acknowledged as experts in the field . On 
the other hand, the relationship between the subject matter of the research 
and the operational needs of the Bank has not always been evident. Perhaps a 
r e flection of this lack of impact is the judgment in [4] that these standards 
evident in the research have not always been complemented in the Bank's 
country economic reporting. 

The impression created is a series of papers that do not relate to 
any clear research strategy, although clusters of interests can be identified . 
In some cases successive or even contemporaneous researchers did not seem to 
be interacting . And while the bibliographical essays have provided useful 
summaries of where the field is, they do not seem to have guided continued 
Bank research or to have suggested policy implications. Their number - five , 
[SJ, [9], [10), [17), [19) - accordingly seem excessive. Frequently contracted 
out to consultants, the reviews languish for want of translation into more 
suitable Bank form. The fault is not with the quality of the papers, nor 
their excessively theoretical perspective . It rather lies with the limited 
resources for follow-up research, and definition of those priorities. 

This impression partially derives from the diverse form of the 
research results sampled - conference proceedings, working papers, division 
papers, policy papers. It also partially reflects the decentralized character 
of Bank employment research. Although the Employment and Rural Development 
Division assumes principal responsibility, several other divisions engage in 
complementary studies. The lack of focus of the work as a whole - which this 
Appendix includes, rather than a narrow review of the Division - nonetheless 
should be a matter of concern. 

The main substantive categories of the research, and the associated 
papers , cover the following topics; the organization is our own. 

1. Rural Employment 
[l], [2], [7), [8], [9] 

2. Urban Employment 
[10), [14), (22), [23), (24) 

3. Rural-Urban Migration 
[3], [11), [12), [15], [16), [18) 

1/ Enumerated 10 the annex. 
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Education 
(13], (16], (17], (19] 

Shadow Wage Rates 
(15] , (21] 
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The basic conceptual framework seemingly underlying the research 
relies upon differences in the way urban and r ur a l labor markets function, 
with a theory of rural-urban migration to link the two. In addition, there 
has been emphasis upon the segmentation between f ormal and informal labor 
market in the urban sector . Education has been s ingled out for special 
attention because of its influence upon the s truc ture of wages and its relation
ship to employment opportunities. Shadow wage r a t es have been studied because 
of the obvious relationship to project des i gn and selection; the topic also 
brings together many of th e con siderations r e l ev ant t o the actual performance 
of labor markets. 

Implicit 1.n much of the r esearch is t he presumption of an unemployment 
or underemployment equilibrium. Re l iance upon segme n t ation to produce those 
results, however, may have been overpl ayed. Much more attention to the 
adjustment process, especially over time as t he characteristics of entrant s 1.n 
to the labor force change, may well be i ndica ted , as i s pointed out in the 
text. 

Rural Employment 

After an earlier period in wh i ch r ural unemployment was be lieved to 
be a potential source of "cheap" urban growt h, fo l lowed by a series of studies 
suggesting that rural labor markets we r e i n fact working, a more balanced and 
realistic concern with the need to crea t e add itional employment opportunities 
in the rural sector has come to prev ail. 

The Bank's work in drawing atten t i on t o r ural, non-farm activities 
as a source of employment is therefore much to be we l comed. A review of the 
issues posed by such a strategy [l], a case study of Taiwan [8], and advocacy 
of smal l ente rprise as a means of providing employment [9] are among the 
contr i butions in this ca t egory. Thes e are atyp i c al products: two are highly 
policy oriented, [l] and [9], and one [8 ] is very h i ghly descriptive rather 
than ana l ytic, and served as a factual bas i s for [ l ]. 

For all the usefulness of t he facts organized in the Taiwan study, 
one is s till left unsure why in Taiwan th e increased demand for non-farm 
goods in the rural sector - characteris t i c of almost all de ve loping countries 
- was me t by supply in the rural areas . One answer seems to be the relatively 
well developed infra-structure and favorable condi t ions of labor supply 
because of agrarian reform. Such hypotheses are barely spec ified, l e t alone 
g iven adequate test. More studies of successful , and al s o unsuccessful, 
historical experiences are indicated. Bu t they require a f inne r analytic 
found a tion that clarifies the factor s pe rmiss ive of cap i tal mobility to the 
countrys ide. 
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Both of the policy focused papers - themselves not really research -
suffer by reason of lack of prior research to draw upon. They are forced to 
reach conclusions on an indequate knowledge base. They are reviewed here 
because they do put together what little is known in a sensible and synthetic 
way. Because of inadequate opportunity to conduct new inquiries, however, 
they make inadequate reference to broad developing country historical experience 
and earlier efforts to introduce small enterprise in rural areas. The data 
analysis in [9], for example, is too partial to sustain the strong recommend
ations made for a large Bank effort in this area; the observed labor intensity 
of small scale enterprise is not adequately explained. The review of policy 
issues in [l] is not rooted in firm intellectual foundations. 

These papers have borne fruition in the decision to undertake a 
more comprehensive research project to redress these deficiencies. It is 
important that such an investigation go beyond the particular statistical 
surveys it may conduct to the actual historical policy experience of many 
individual countries on a comparative basis. 

A positive example of what such comparative analysis can yield is 
the review of public works programs in developing countries [7]. Its 
analyses of actual experience clarified many of the circumstances conditioning 
success or failure of such efforts. The research directly informed subsequent 
Bank issues and policy papers on the same subject . The style of research, and 
the culmination of the process in Bank relevant documents, are an indication 
of what should be the norm rather than the exception. 

The Bank has also concerned itself with the design of projects 
to improve the productivity of the small land-holder. One large research 
project, the Analytics of Rural Change, bears upon such policies. The paper 
considered here on the rural household [2] is one of a related series that 
has resulted from the project. Its explicit theoretical and econometric 
research style contrasts with the papers considered above. It is illustra
tive of how technique can nonetheless be compatible with substantive interest 
in the responses of individual economic units to policy interventions. 

Inevitably, however, the technique also influences the range of 
permissable conclusions. Less restrictive, alternative specifications might 
have yielded different results. Certainly the short-term character of the 
model makes the calculated impact of price changes suspect. Production 
functions that are constant in returns to scale and neutral in technological 
progress are of a special kind. They may be the more questionable in view 
of the lack of statistical significance of the capital parameter. 

The larger issue, however, is that resort to sophisticated econo
metric technique is imposed by limited, not extensive information. Research 
such as this, correctly seeking to integrate consumption, production and 
labor force participation decisions, should be pursued at the Bank using the 
extensive data available from Bank projects themselves. These afford an 
opportunity, almost unique, for virtually controlled experimentation. At 
the moment, only the capital-labor substitution project [6], seems to have 
exploited this access. It, cut off from a large analytic context, does not 
do justice to the richness of the possibilities. 

• 
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Much research on employment in the urban sector in recent years 
has been based upon the distinction between formal and informal labor markets, 
the former with barriers to entry, the latter subject to competitive market 
clearing forces. Bank research is no exception. 

While there is much to the differentiation, and a whole series 
of papers exploit it (10), (14), (12), (15) and (16) (the latter three are 
discussed in the section dealing with rural-urban migration), the distinc
tion can be exaggerated. The informal sector is itself quite heterogeneous, 
affording increasing employment opportunities in some of its sub-sectors, 
while contracting in others. Nor are barriers entirely lacking. Informa
tion, capital, and quite likely a series of personal contacts are necessary 
to set up even as a street trader. Empirical studies have confirmed, quite 
contrary to initial expectations of many, that the informal sector is not 
peopled dominantly by migrants who have been shunted off and marginalized. 

The main point is that Bank research in particular, instead of 
perfecting and adapting what is a dominant mode of academic analysis, might 
encourage a fresh look at the heterogeneity of urban employment opportuni
ties. This sense, and the need to introduce a more dynamic view of the 
mobility among such opportunities, seems to have motivated proposals for 
further Bank research in urban labor markets (23). Such a study requires 
a stronger analytic structure. Here is a fruitful, but still apparently 
unconsummated opportunity for collaboration between those who have been 
engaged in more theoretical efforts, and those with good empirical instincts. 

An example of such a combination is the synthetic discussion of 
the informal sector in [14). It brings to bear the mounting Bank empirical 
evidence relating to such labor markets. That effort stands in contrast with 
the review of alternative theories in [10) that has limited concern with 
application, and does not direct itself to developing countries in a convinc
ing fashion. The structure of wage differentials economies can efficiently 
tolerate is central to the latitude for income redistribution in the urban 
sector in developing countries. Unfortunately (10) does not shed much light 
on the relevant determinants. 

Bank research along theoretical lines has not provided new tools, 
or classifications of labor markets that subsequent empirical research 
might utilize. Its forte has been its extension of other research and its 
strength in synthesis. Bank empirical work has been perhaps most productive 
in identifying the urban poor. Among the studies of that type, (22) is 
useful in bringing together what has been learned, and specifying the data 
requirements for accurate statistical mapping of urban employment and poverty. 
It is also one of the few papers prepared with the country economist reader 
explicitly in mind. For all of that, its failure to articulate a policy 
rationale, dilutes some of its impact. It is too comprehensive to serve as 
a manual, and too specific to raise the basic questions of how trickle-down 
works through employment creation. 
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The papers in this category overlap those that relate more ex
plicitly ~ither to the rural or the urban sector. Most have been theoretical 
extensions of the imperfection- cum-search models of Harris-Todaro vintage. 
They thus start from specifications of rural and urban labor markets, and 
focus on unemployment as the equilibrating variable setting the market deter
mined wage rates in each. 

The model, as set out for example in [12), is not without limita
tions. It gives a role to migrant workers as the marginal urban labor force 
that is inconsistent with what we know about the selective character of 
migration and the jobs they actually take . It makes the informal sector a 
caricature of what it is in reality, where service employees frequently earn 
higher incomes than those in traditional manufactures. It is couched in 
terms of simple, one-period probabilities that ignore the dynamics of the 
search process. The latter, conditioned as it is by the availability of 
income transfers, attitudes about mobility, and institutional characteristics 
of labor markets is presented in terms that are much too simple. 

The model thus fails to be fully descriptive of rural-urban inter
actions. At one level, it is entirely neo-classical in its assumptions of 
maximization and wage, price and quantity adjustments; at another, in the 
formal sector, it precludes terms of trade or wage changes . Little attention 
has been paid to the characteristics of decision-making under uncertainty, 
despite the central role of the probability calculus in the model. Nor does 
it deal with uncertainty in agriculture where the vagaries of weather, prices, 
crop disease, etc . are at least as significant as the uncertainties of em
ployment in the urban sector. Subsequent Bank work as in [16), [3) and (21) 
enter into some of these aspects, but still within the restrictive ground 
rules of such search models that rationalize unemployment, rather than focus 
on the mechanisms of employment creation. 

The policy instruments in such models are few. Usually they are 
limited to altering the fixed urban wages, or modifying the shadow wage rate -
of which more shortly. A special Bank perception of the problem, directed to 
the alternative means of coping with massive migration through investment in 
regional poles, rural public works, special wage subsidies in urban areas, 
etc. is generally lacking. The Bank research, high in quality and profes
sionalism, blends with that of the field as a whole. 

Education* 

Bank research on this subject has been concerned with a variety 
of the dimensions of influence of education upon employability and earnings. 
Two of the papers examined are country specific, (13) and (16); two focus on 
the appropriate amount of resources to be allocated to training , (17] and (19!. 

* A separate external panel 1s reviewing Bank activities in the field of 
education and training. 
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The study of Malaysia (13] exploits the income and school-leavers 
surveys for that country. It is a professional, but self-contained exercise. 
The emphasis upon a statistical search for significant associations is per
haps carried too far. Regression results that include a variety of associated 
variables (e.g. race and education) are not likely to be robust, the more so 
when education is entered as years of schooling independently of its quality; 
older persons with equivalent schooling may have had far different training. 
The parallel study of Zaire [16] is subject to these same limitations. 

Of more concern, however, is the limited attention to the social 
returns in both cases. Central to that question are the extent and character 
of unemployment experienced by the educated, and their social productivity. 
If their ultimate employment, after a period of waiting financed internally 
by families, leads them to redundant white collar and civil service work, the 
social returns obviously fall below the private return. Calculating the 
latter, in the absence of specifying whether education has a genuine produc
tivity effect per the human capital approach, or whether it only serves a 
credentialling function, merely confirms an association between education and 
market wages. This issue was not broached in the two country studies, thus 
limiting the policy guidance the Bank might extend. 

Social returns were the focus in [17] and [19], but within a re
strictive framework that fully accepted years of schooling as productivity 
enhancing. The key addition in [17] is the assumption that education should 
be directed to those with greatest ability. The latter is presumed to be 
measured by IQ and to be independent of wealth. Such a policy for educa
tional investment ignores the poor of low measured ability who may be so as 
a consequence of centuries of poverty and neglect. The results have only a 
limited policy interest, presuming as they do a prior set of equalizing oppor
tunities that education itself is intended to provide. [19] presents more 
useful results. It shows that schooling alone - in the absence of comple
mentary investment in health, nutrition, etc. - cannot increment ability (and 
earnings) significantly. 

Both of these papers, while aiming at central policy issues, fall 
short of the mark owing to their limited empirical content. If the questions 
are worth pursuing, they should be pursued in depth. In a topic such as 
education, in which the Bank finances projects, and can influence policy, it 
is disappointing to find only single efforts, and not a coherent research 
effort directed toward production of a convincing policy paper. In part that 
is because these papers have been incidental to the large Bank effort relating 
to education. But why then devote resources to unrelated, single issues. 

Shadow Wage Rates 

All of the prior discussion bears on the usefulness of the market 
wage as a measure of social productivity. The latter is what counts for 
analysis of individual projects. Two papers, (15] and [21], explicitly deal 
with this question. Most of the others do so implicitly in their character
ization of the forces that determine the market wage . 
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The two papers complicate, instead of simplify, taxonomies of 
shadow wage rates under different labor market conditions. Bank research 
should be going in the opposite direction. The Bank requires translation 
from the ideal to the practical. The merit of taking the informal sector 
wage as the shadow wage is that it is readily accessible. These papers, and 
still other Bank research, correctly show the limitations of such a measure 
when market wages also depend upon migration, can influence efficiency, 
reflect private returns to education, etc. The challenge is to carry the 
research one step further to develop feasible alternatives. It is relevant 
that the research reviewed was incidental to actual application, and emerged 
from theoretical rather than practical interest. Much more concern with 
shadow wages 1s to be found elsewhere in the Bank. It is not obvious that 
such a division of labor is warranted. 

Conclusion 

This brief review has not been intended to single out particular 
papers for praise, or others for criticism. Virtually all in fact are of 
high professional quality, as their increasing publication rate attests. 
Rather the intent has been to expose a style of Bank research upon employment 
questions, which seems not fully to have satisfied Bank needs, or to have 
exploited Bank comparative advantage. 

Among the factors responsible are: inadequate attention to policy 
interventions; exclusive focus upon particular data sets; insufficient atten
tion to project design and evaluation; failure to follow through individual 
efforts to a coherent Bank policy paper, and lack of a coherent focus for 
research - in part the consequence of the decentralization of the program. It 
is clear we are imposing different, and higher, standards than research is 
generally required to satisfy. That is a measure of how far the Bank's 
research program has come in a relatively few years, and the special needs it 
must satisfy. 
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