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ANNOUNCEMENT OF SPEECH BY 
DAVID L. GORDON OF THE 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
AT THE NORT~_STEBN UNIVERSITY, COLLEGE OF BUSINESS ADMINISTRATION 

May 3, 1950 

At the inYitation of Dean Roger s. Hamilton, Mr. David L. Gordon, Staff 

Assistant :tn the Office of the Vice President of the International Bank for 

Reconstruction and Development, will address the College of Business Administra-

tion of Northeastern University, Boston, on May 3 at 12:00 o'clock Noon. 

The International Bank, or World Bank, was founded at Bretton Woods, 

New Hampshire, in July, 1944, and now has a membership of 47 nations. It 

was established to make loans for sound productive projects, to encourage the 

revival of private international investment, and to advance the long range 

growth of international trade and thereby improve standards of living of 

the peoples of the world. 

Since :ft began its operations, the Bank has made 24 loans totalling 

approximately $750,000,000 in France, the Netherlands, Denmark, Luxembourg, 

Chile, Mexico, Brazil, Belgium, Finland, India, Colombia, Yugoslavia, and 

El Salvador. Another form of aid rendered by the Bank is technical assistance 

which has become an increasingly important part of its activities during the 

past year. Bank missions have visited the majority of ita member countries, 

giving economic and financial help of many kinds. 

Mr. Gordon has been a member of the International Bank's staff since 

August, 1947. During World War II he was Chief of various divisions of 

the Foreign Economic Administration in Washington. In 1948 and 1949, he was 

successively Deputy Director of the European Cooperation Administration's 

China program and Special Assistant to the Chief of the ECA China Mission. 

For a year prior to coming to the International Bank he was Economic Adviser 

to the Chinese Supply Mission in Washington. 



ECONOMIC COMMISSION FOR AFRICA 
Second Session 
Provisional Agenda Item 6. 

E/CN.l4/26 
17 November 1959 

INFORMATION PAPER ON TECHNICAL ASSISTANCE ACTIVITIES OF THE 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELO~IT 

Prepared by the Internation~ Bank For Reconstruction And Development. 

The Bank's primar,y function is to provide financing for productive 
projects in its member countries. Its technical assistance activities, 
however, are becoming increasingly important in scope and volume. In part 
they stem directly from the Bank's loan operations; in this connection they 
may include, for example, helping a government to determine priorities for 
financing among different projects, or making suggestions with regard to a 
project to make it more economical or more suitable to the country 1s needs, 
or making recommendations with regard to the administration of a project or 
its financing, including measures for raising local capital. However, the 
Bank's technical assistance activity of a broader character, unconnected 
or only remotely connected with loan operations, has steadily expanded 
over the past several years. 

In general, its advisor,y assistance has emphasized, but is by 
no means confined to, the fields of development programming and of mobilizing 
local capital. The follo\dng paragraphs summarize more specifically some 
of the activities undertaken by the Bank in African countries. 

General Survey Missions. The Bank has organized four general 
survey missions on behalf of African countries - Nigeria, the Trust 
Territory of Somaliland, Libya and Tanganyika. The Nigerian ·report was 
published in 1955, and that for Somaliland was duplicated by the Bank for 
more limited circulation in 1957. The surveys in Libya and Tanganyika 
took place in 1959 and the mission reports are now in preparation; they 
will probably be published in 1960. The Bank has been approached to 
organize similar missions - to survey development potentialities and 
problems in comprehensive fashion and make recommendations for a 
long-term development programme - for some other African countries but 
no firm decision has yet been taken. 

Other Programming Assistance. In 1959, by agreement with the 
Ethiopian Government, the Bank assigned a resident representative to 
Ethiopia, the first such assignment in an African country. He will serve 
as liaison between the Bank and the Government on matters relating to 
loan projects or operations and also .when requested will advise the 
Government on questions relating to economic development in Ethiopia. 
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Development Institutions. Among the most valuable instruments 
for promoting development in industr,y 2nd agriculture, and for bringing 
together the technical, entrepreneurial, managerial and financial 
requisites to carry out projects in these sectors, are the development 
banks or corporations that have been established in many countries. 
The Bank has furnished both financial and technical assistance to the 
Development Bank of Ethiopia; it has been consulted by the Arab League 
Secretariat in the formation of the projected Arab Financial Institution 
for Economic Development; and has made a preliminar.y appraisal and 
recommendations with regard to development institutions proposed for 
Morocco and Tunisia. 

Special Fund Projects. The Bank has agreed to act as 
Executing Agency for the Niger ·~alley survey project among others. 

Recruitment of Individual Experts. Several African countries 
have sought the Bank's assistance in finding and employing highly 
qualified expatriates for executive or advisor,y posts~~hat involve 
coordination of economic development studies, policy or planning. 
For example, the Bank ha.s recruited or reconunended candidates for 
such posts as Governor of a State Bank, senior financial advisor to a 
Government, advisors on development planning, port administration, 
petroleum and minerals policy, and numerous others. 

Economic Development Institute. The Economic Development 
Institute, organized by the Bank in 1956 as a staff college for senior 
officials responsible for preparing and carr~ring through development 
programmes and projects in less-developed countries, has had 23 participants 
from Africa - nearly one-quarter of the four-year total. In the current 
(1959-60) course, the ratio is 7 out of 24 - from the Belgian Congo, 
Ghana, Ivory Coast, Kenya, Nigeria (2) and the United Arab Republic, 
respectively. 

Other Training Programmes. The Bank has a General Training 
Programme, given annually for about six months, designed to acquaint more 
junior career officials with the Bank's policies and methods, and broaden 
their understanding of economic problems and techniques, and of various 
phases of financial administration. It is designed to meet the needs of 
more as well as less-developed countries, and consequently the proportion 
of participants from Africa has been lower than for the Economic 
Development Institute - 10 out of a total of 101. Individual specialized 
training has also been provided for numerous officials of member countries, 
who have been invited to spend various periods in the Bank for this 
purpose. 
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For the past several years, the countries of the African 
continent have been increasingly important clients, in relative as well 
as absolute terms, for technical assistance from the Bank. This trend is 
a logical reflection of the trcnsition o£ many territories to 
independence, and o£ -t.ne fact that the number of African countries who 
are membe-rs a~ the Bank in their ovm right has risen since 1957 from 
three i:i<:J eight. The demand in Africa for the kind of services to 
wr.d.Ch the Bank gives emphasis - general surveys, other types of 
programming assistance, assistance in the organization of capital 
markets and development institutions, etc. - is unlikely to decline; 
and the Bank 1-1ill make every effort within the limits of its resources, 
especially of staff, to meet this demand. The prospective establishment 
of the International Development Association, as an affiliate of the 
Bank, will not directly affect the demand for, or the Bank's ability 
to furnish technical assistance, but it may help to make the practical 
application of such assistance easier and more effective. 



Remark~ by the Representative of the International Bank 
for Reconstruction and Development at the Second Session 

of the Economic Commission for Africa 

Mr. Chairman: 

The World Bank is gratified indeed at the opportunity afforded 
by this important-meeting to renew and broaden our relations with the 
countries of Africa, and to reinforce the bases of cooperation between 
this Commission and the Bank. It was especially interesting for me to 
participate last week in the deliberations of the Committee on Work Pro
gram. And I join with the distinguished delegates that have spoken in 
appreciation of the warm hospitality and excellent arrangements offered 
by our hosts, the Government of Morocco. 

May I also add the 1Norld Bank's congratulations to the Executive 
Secretary and his associates on their very impressive achievements during 
the past year -- in organizing their staff, in laying a solid groundwork 
of li1itial studies and relationships, and in projecting a varied and con
structive program of work for the future. Their performance in the year 
past augurs well for the years to come, and the Bank welcomes the prospect 
of close and cordial cooperation with ECA in many aspects of our common 
task of fostering ecot+omic development on the African continent. 

Mr. Chairman, we in the World Bank have no doubt of the impor
tance and urgency of this task in Africa. At few other places on earth 
does so much of mankind live so precariously on the margins of misery and 
death. At few other places on earth do so many human beings yearn so 
keenly to emerge from the darkness of centuries past into the light of the 
century present. 

Ahead of the new Africa are magnificent opportunities. Much has 
already been done to show what progress is possible. But we are only at 
the beginning, and the problems that remain should, by their size and com
plexity, make us very humble. In relation to what needs to be done in 
Africa, none of us can say that we have made so far more than a modest 
contribution. 

We, in the 1~orld Bank, hope and expect that our contribution 
will grow, that the trend established over the past few years -- by which 
the African states have progressively increased their participation in the 
Bank's membership, its loans and its technical assistance activities -
will continue upward for a considerable time to come. Many of the main 
facts about the Bank's operations in Africa are set out in the documen
tation provided for this Conference. It remains for me only to bring 
certain figures up-to-date and to highlight a few points. 

First, may I recall to you a fact that too often is left to go 
without saying. It is that the Bank is a cooperative financial institution 
an international credit union, as it were -- which draws on the resources 
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of member countries to meet the capital needs of other members and the 
territories associated with them. All European countries having responsi
bilities on this continent are members of the Bank, with one exception; 
the latter's membership was approved by our Board of Governors at their 
last meeting, and we trust the required formalities will soon be completed. 
Meanwhile, the number of independent African members has risen, within the 
past three years, from 3 to 8, and we look forward to additional accessions 
in the near future. 

Since 1950, when the Bank made its first loan on this continent, 
to Ethiopia, through the end of this past year the total of our loans in 
Africa has equalled about $725 million. This sum represents something 
over one-sixth of all the Bank's development loans; and currently, with 
the rising trend of our lending in Africa, about one-fifth of our loans are 
for the benefit of this continent. 

The trends that underlie this total figure are revealing. In the 
first half of the decade, 1950 through 1954, the level of Bank lending 
fluctuated widely from year to year, the annual average being about $48 
million. But for the past five years the rate has risen steadily, to $5? 
million in 1955, then to $80 million, to $85 million, to $111 million and 
in 1959 to $153 million. 

The regional distribution of these totals has also altered 
significantly, as the planning and the process of economic development 
have spread more widely in Africa. From 1950 through 1957, much the 
largest share, more than five-sixths, of the Bank's loans were made to 
three countries in the South and the center of the continent. In 1958 and 
1959 the proportions were reversed; some 80% of our lending was to other 
countries in the North, East and 1,.\Test of Africa. We hope and expect to 
continue financing productive projects in the territories of those large 
borrowers of the early years, but we welcome the broadening of our sphere 
of activity and look forward to its further enlargement._ 

Much the greater part of the Bank's lending has been for provi
sion of the basic facilities that form the indispensable foundation for a 
modern economy. Of the loans to African countries, roughly 60% ($441 mil
lion) were for the construction or improvement of various means of trans
port and communications -- railways, roads, port facilities, telecommuni
cations, and so on -- designed to enlarge markets, to stimulate and make 
feasible the development of new resources and (not least important) to 
widen human contacts and bring more of the necessities and amenities of 
life to once-inaccessible areas. A total of $178 million (25%) was lent 
for electric power projects, including the largest one we have financed 
anjr,~here in the world. And 15%, just over $100 million, went into indus
try or into projects involving a combination of investments in different 
fields. 

It is inevitable and appropriate that the major part of the 
Bank's lending should continue to be for such "infrastructure" investments; 
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they have fundamental importance for, and a pervasive influence on, econ
omic development in all fields. But we have been seeking ways to diversi
fy the impact of our lending, so that a larger (if still minor) proportion 
may be applied more directly to the agricultural and industrial sectors 
that furnish the livelihood of the great mass of the population. As has 
been pointed out in the course of this session, the hope of a better life 
for the people depends mainly on the prospects for substantially raising 
productivity in these sectors, on transforming the traditional patterns of 
agriculture and industry through more advanced organization and techniques. 
This is one reason for the Bank's lively interest in the possibilities of 
development banks in various countries or regions, both as means of pro
moting enterprise and investment within the country and as potential chan
nels for Bank lending. 

Our loans for ~pecific projects can more easily give the desired 
lift to the econo~ as a whole, and to the general standard of living, if 
these projects form part of an integral program of mutually complementary 
and reinforcing investments and other measures. This, again, is one reason, 
though by no means the only one, for the Bank's concern with and assistance 
to the over-all programming of development. At the request of member 
governments we have undertaken general surveys -- nearly a score of them so . 
far -- with a view to helping establish a good foundation and framework for 
program decisions, and for the formulation of specific plans, by the Govern
ment. Four of these missions have been organized on behalf of African 
countries, including the two most recent, and we expect to undertake at 
least one more on this continent during the current year. The Bank would 
also be glad to consider other ways in which it may assist individual mem
ber countries or territories, if th~f desire, in the programming of their 
development. 

I said earlier, Mr. Chairman, that the Bank desires and expects 
to contribute in ever-increasing measure to the vital task of African econ
omic development, which engages the hopes and energies of all those 
assembled here. We do not underestimate the magnitude and difficulty of 
the task, and we are well aware -- indeed, we insist -- that the help the 
Bank can provide at present will meet only a part of the needs for financing 
of this development. The distinguished delegates are aware of the limita
tions set qy the Bank's charter, by the inherent nature of its function, 
and by the size and character of its financial resources; I shall not dwell 
on them here. I should like, however, to call briefly to your attention 
some steps that have recently been taken toward enabling us to deal with a 
wider range of development problems and needs. 

I would mention first the increase, approximately doubling, of the 
Bank 1 s capital during the last year. This does not directly add to our 
loanable funds, since the increased subscriptions are not to be paid in; 
they merely mean that the member countries will now guarantee the Bank's 
obligations up to a higher figure. But this enables us to continue selling 
these obligations, and thus to obtain funds for lending at a substantially 
higher level than seemed likely just two or three years ago. 
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In the second place, we have established very close relations 
with the United Nations Special Fund. Our President is a member of its 
Consultative Board, and the Bank is Executing Agency for several pre
investment surveys that may result in projects of the kind we normally 
finance. The Special Fund thus helps to fill a major gap betvreen the con
ception of a project and its being ready for financing. 

Finally, upon instructions given by the Bank's Board of Govern
ors last October, its Executive Directors, representing all member coun
tries, have prepared a draft charter for the proposed International 
Development Association. This new organization is designed to provide 
financing in a more flexible form, that will not burden the balance of pay
ments of borrolving countries; thus it can supplement the Bank's lending and 
serve to finance projects of a kind, or located in countries, where Bank 
loans 1-.rould not be suitable. It is expected that the IDA will have some 
$?50 million of convertible (and therefore effectively usable) funds, de
signed to last it for five years -- that is, an average of perhaps $150 
million per year. The Executive Directors were expected to approve the 
draft charter, on behalf of their governments, during this very week, and 
the Bank hopes that the necessary ratifications will be completed well bo.~ 
fore the end of this year. 

Mr. Chairman, I should like to conclude by quoting one paragraph 
from the message of greeting which the President of the Bank conveyed to 
the Commission at its First Session a year ago. He said: 

"Very possibly the largest untapped reserve of human 
and physical resources left on earth lies in the lands from 
which you come. The world at large has been increasingly 
drawn to Africa by its great material resources. But to 
realize the whole splendid endowment of nature here will 
require the fullest participation of the African peoples 
themselves -- their most unremitting work, the widest en
gagement of their talents, and their 1-.risest leadership." 

I am happy to have the opportunity at this meeting to confirm 
again the Bank's hearty desire to take part, with the African governments 
and peoples, in this magnificent and arduous task. 

Thank you, Hr. Chairman. 

Friday, January 29, 1960. 



October 20, 1960 

THE PROGRAMf\1ING FUNCTION IN ECONOMIC DEVELOPMENT: ITS 
SIGNIFICANCE AND SOME SUGGT:I:~TIONS FOR ITS STRENGTHENING 

David L. Gordon 

Introduction 

1. The essential rationale for our aiding econ~mic development, it 
seems to me, is that the development process affords the most promising 
opportunity and means for the West to influence the revolutionary forces 
at work in Asia, Africa and much of Latin America, to direct their ener
gies toward constructive ends, and to foster the evolution of stable, 
responsible societies that we cnuld live with in reasonable security. 
At best this is an immensely c~mplex and arduous task. The nossibility 
of success will depend in large part on how our cooperation with the 
emerging c0untries in this process is offered and organized, and on the 
atmosphere surrounding it -- whether the pervading tone is favorable or 
otherwise to a relationship of confidence, frankness and "mutuality" 
between the Western development practitioners and key officials and opin
ion leaders in the emerging countries; whether or not it helps these 
countries to take a consistent, far-sighted view of the requisites and 
problems of development and face up responsibly to the difficult choices 
involved; and 't'-'hether it promotes or inhibits the evolution of institu
tions and attitudes c·,nducive to orderly T)rogress. 

2. In these respects Western nrograms in aid of economic development 
still leave a good deal to be desired. Problems are caused by: 

(a) Their multiplicity. Considerable variety and flexibility 
in the channels and instruments of development aid is advantageous, of 
course, to both aid-givers and recipients. But to the latter, especially, 
with their inexperienced administrati~ns, the present array of parallel 
or overlaPping programs, each with its special pitch, is undoubtedly con
fusing. The fuzzy, changing, partially competing alternatives they pose 
hamper the setting of clear and consistent goals, priorities and standards 
of performance, by the less-developed countries for themselves or by the 
agencies pr~viding aid. And the former are tempted to "shon around," to 
play vari~us aid-givers off against each other, and thus to evade the 
necessity of financial discipline or politically distasteful choices. It 
is imnortant, then, tn find means of counteracting these demoralizing 
effects without im?0sing a straitjacket on development. 

(b) The year-to-year character and shifting emnhasis of many 
programs, which tends t0 f,cus attention on short-term consideratinns and 
results whereas orderly development req11ires above all a long-range per
spective. (Imnrovements in this regard have been made in some imnortant 
programs, however, and further progress is likely.) 
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(c) Their prenonderantly unilateral sponsorship, which almost 
inevitably distorts in some degree their nurpose and relevance. The 
amount and applicatinn of aid are often based (or seem to be, which has 
the same effect) on considerations of domestic or world politics having 
little to do with any particular country's development needs or perform
ance. There is a natural tendency to stress what the source country is 
interested in expnrting -- whether this be capital equipment, agricultural 
surnluses, contracting services, private investment know-how, or s~me other 
expertise or attitude -- rather than what the nrospective recipient most 
needs. And, most im~ortant, the bilateral relationship is inherently un
favorable, if not indeed fatal, to any real "jointness" - intimate narti
cipati0n by Westerners with the leaders of emerging countries -- in deal
ing with the touchy issues of national policy and nolitics in those coun
tries that underlie most of their imp~rtant development decisions. 

(d) The centralization of program decision-making. In most of 
the aid-giving agencies key decisions, even essentially nperational mat
ters for a single country, are generally taken at headquarters -- at sev
eral removes fr~m the snecial conditions and needs, and the responsible 
authorities, of the country c~ncerned. This detracts from the recipients' 
sense of participation and responsibility, and makes it harder for them to 
deal with their problems in far-sighted, comprehensive fashion. 

(e) The "project approach" followed by most development agen
cies. While valid and indispensable as an onerating nrinciple, it is in
com~lete. The projects need to be properly related and placed in their 
socio-economic context. Otherwise, again, a myopic, fragmented conception 
of development emerges. 

3. Practitioners of economic development are generally aware of these 
weaknesses, and a number of steps have recently been taken or recommended 
to overcome them -- without forfeiting the valuable qualities that sometimes 
are closely intertwined with the defects. Significant progress has been 
made toward tighter direction and integration of the Western world's mul
tifarinus development efforts, through formation of DAG and plans for a 
reoriented OECD; establishment of the Special Fund and IDA; some strength
ening of the UN/TAB programming machinery; the special U.S. aid programs 
for Africa and Latin America; the "consortia" organized for aid to India, 
Pakistan, the Indus projects, etc. These are h·,peful moves tot-;ard the 
necessary coordination and focussing of Western assistance to development. 

4. Most of these initiatives, however, stress coordination at the aid-
givers' end. This is a natural emphasis, and necessary in the first in
stance, but it has grave drawbacks: 

(a) It may be interpreted in the emerging countries as a "gang
ing up" by the industrial nations, designed to further enhance their 
relative bargaining strength and imp~se imnroper conditi~ns on their aid. 
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(b) It aggravates the administrative log-jam in Washington 
and New York, London and Paris, and imposes additional burdens on policy
makers and administrators at these centers. 

(c) It tends to divorce the programming of external assistance 
from the recipient countries' own decision-making process, obscuring the 
vital relation between them. 

(d) It thereby limits the opp~rtunities for Western influences 
really to particinate in the critical develonment decisions of these 
countries. 

(e) At the same time, it weakens the local government's sense 
of responsibility in making such decisions (because it cannot adequately 
gauge a major relevant factor ~ namely, the prospects for external aid). 

5. To be sure, in their deliberations the aid-givers, individually 
or c0llectively, generally take account of the over-all situation in a 
particular country. But their appraisal is blurred or distorted by dis
tance, an inevitable oversimnlification of issues and often a special 
perspective. Mbre important, it is their appraisal, which the local 
government has had little real share in making, whose premises it does 
not fully understand and for which it feels no responsibility. Hence 
agreements may be reached repeatedly, on amounts of aid and attached con
ditions (if any), without real meeting of minds -- and without much pro
gress toward establishing within the country an adequate conceptual and 
institutional framework to sustain and guide its development. 

The Imonrtance of Country Programs 

6. The remedy, I suggest, is not for the aid-givers to abandon their 
coordination arrangements, but rather to comPlement these arrangements 
by laying much greater stress on development programming, in the broad
est sense of the term, in and with the various recipient countries. A 
realistic, well-integrated country (or in some cases regional) program 
would constitute the framework most favorable for 

(a) appraising what amounts of foreign assistance the country 
could effectively use, and comparing its needs and possibilities with 
those of other claimants; 

(b) coordinating external assistance from different sources 
(sometimes including the Soviet Bloc) and putting it to work in a ra
tional way, in accordance with definite criteria and local nircumstances; 

(c) giving proper emphasis to the country's own savings and 
efforts, in relation to external help, and defining goals and standards 
of achievement against which these efforts can be measured; 
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(d) posing clearly the hard choices that inhere in the devel
opment process, and focussing the recipient country's attention on these 
domestic choices rather than on the deficiencies of foreign aid; 

(e) encouraging the evolution of stable institutions and or
derly procedures for reaching these decisions in a responsible '~y; 

(f) enlisting po?ular support and participation, by giving 
the public a sense of pace, purpose and direction; 

(g) giving aid-giving governments and agencies a chance to 
particinate effectively with the local authorities in considering issues 
of development policy; and 

(h) consequently, enabling the aid-givers to gain a better 
insight into the needs and problems, and invaluable opportunities to 
influence the direction, of the emerging countries' development. 

7. "Programming," as the term is used here, should not imply the 
totalitarian planning of a Communist state nor, on the other hand, an 
academic diagnosis of problems and prescription of remedies. Rather, it 
refers to the deliberate weighing of objectives, possibilities, needs and 
alternatives for action over the foreseeable future, and the making of 
practical choices among them, which any government that is responsibly 
seeking to promote development must engage in. It is not a one-shot 
exercise but a continuous process. It may make use of elaborate pro
jectinns or simple rule of thumb, as circumstances require; the impor
tant thing is that it illuminate the problems and decisions involved in 
development so that they can be considered and dealt with realistically. 
A very few of the less-developed countries, notably India, have the know
ledge and the governmental stability and machinery to perform this func
tion fairly well, but in most of them it is done poorly at best. 

8. National development programming is not, of course, a universal 
cure-all. It provides no automatic solution to a country's development 
problems, nor any guarantee of political stability or that the government 
and the people will understand and adhere to Western ideals. But there 
can be little d0ubt that the existence of a comprehensive long-term pro
gram, periodically up-dated -- which the local authorities and public 
opinion regard as their own and in which the principal aid-givers could 
have confidence -- would improve the country's prospects for development, 
greatly ease its relations with the providers of economic and technical 
assistance, and enable that assistance to be applied more intelligently 
and effectively, by establishing a steady but dynamic frame of reference 
and policy. 

9. In many cnuntries, to be sure, programming at the Indian level of 
sonhisticatinn (for example) will hardly be conceivable for years to come. 
But even where development cnncepts and institutions are just emerging or 
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still in embryo it will be hl.ghly desirable to press for a start on 
development nrogramming, in h~wever rudimentary form. For it can be 
learned only by doing; and the process may be even more imPortant than 
the end result, the program itself. The essence of that process is the 
definition of economic possibilities and limitations, the identification 
of priorities and prerequisites for develonment, in a way that will facil
itate responsible decisions -- or at least make them harder to evade. 
This would be a salutary discipline for the authorities in most emerging 
countries -- and doubtless for many development experts in the Western 
world as well. 

10. Realistic country programming, therefore, is 'IOtentially one of 
our most useful instruments for strengthening the fnundations -- psycho
logical and political, as well as economic -- of development, and for 
guiding its progress. And it is applicable, at varying levels of com
plexity and sonhistication, to almost the entire spectrum of emerging and 
develoPing countries. Those at the more advanced end of the scale can 
and should do most of the programming job themselves, but even India has 
profited and could still profit from foreign technical help and consulta
tion in many fields; and foreigners could learn a good deal from India's 
experience that would be relevant in still less developed countries. In 
the latter, foreign experts would have to play a more central role; and 
their participation, if conducted with intelligence, sympathy and tact, 
could yield important corollary benefits for the \,Jest. 

§gme Essential Conditjnns 

11. If this apnroach makes sense, how can it be put i::tto rJore general, 
practical apnlication? Why is its promise not more wiJely fulfilled: 
~~t obstacles now exist to orderly programming of development in most of 
the emerging countries, or to the Western-sponsored aid agencies being able 
to participate effectively in such programming? Some of the necessary con
ditions, and the problems involved in meeting them, are suggested in the 
paragraphs that follow. 

12. Obviously a certain minimum of governmental stability and direc-
tion is required for any effective programming of development -- the Congo 
in recent weeks has not been a promising candidate -- but this minimum is 
very low by the standards of North America or Western Europe. A really 
stable, resnonsible government, capable of taking well-considered deci
sions and putting them into effect, should be regarded not as a prerequi
site, but rather as one of the hoped-for products, of our efforts at de
velopment programming. Few countries are so backward or chaotic that some 
start could not be made. 

13. It is important, however, that the government be receptive and com-
mitted, in some degree, to the idea of orderly programming. Almost all 
the less-developed countries, to be sure, give it lip service; and a 
glamorous "5-year plan" -- too often an ill-digested compound of inspi
rational slogans, preliminary architects' drawings and a listing of 
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unscreened projects -- has become almost a symbol of nationhood and a 
political necessity. But these plans, nnce they have exhausted their 
initial public relations impact, often pass into limbo. There .is not 
much political pay dirt, usually, in serinus long-range study of the 
complex issues of development policy, nor in making awkward choices 
before it becomes absolutely necessary to do so. Where development 
programming is seriously attempted, too often it is an academic exer
cise, r~ving little relation to or influence on operational agencies 
and decisions. 

14. The aid-givers, national and multi-national, have generally de-
plored this situation, but in practice some of the policies tend to 
foster and aggravate it (see paragranh 2 above) and thus to undermine 
the elements in these countries who are working toward a more orderly 
pattern of develonment policy and planning. A prime requisite, there
fore, for wider and more effective programming within the developing 
countries is the existence of a positive, and a reasonably concerted and 
consistent, attitude on the part of the Western aid-givers. This imnlies 
an understanding of some kind among the various national and internation
al aid agencies that they would apply the greater part of their assist
ance in accordance with programs internationally agreed with the respec
tive recipient countries, rather than on the basis of their separate 
criteria, special perspectives or comnetitive impulses. They need not 
undertake to give automatic or uncritical acceptance to any such program, 
but merely to take it as the basis for their consideration of the coun
try's needs and of how they might best help, jointly and severally, in 
meeting those needs. 

15. The Western consortium for India, organized under World Bank aus
pices, is a first working model for such concerted review and support of 
a national development program; but India is a rather special case, hav
ing much less need than other less-developed countries for outside 
assistance, encouragement and guidance in its programming. A smiliar 
consortium is now being organized for Pakistan, w1--,ose situation in this 
regard is perhaps more tyuical. These initial experiences may lead to 
a more general accord among the t.Jestern aid-givers, the lack of which 
remains the first obstacle to effective use of the country program ap
proach to nromote and guide development. 

16. As has already been suggested, most of the emerging countries 
will need considerable help in organizing basic data, analyzing their 
situation, adapting the experience of other countries to their special 
problems, appraising policy alternatives in various fields and relating 
them to other fields, etc. -- all necessary prerequisites to sound de
cisions and plans. Such heln will necessarily go beyond technical 
assistance in the conventional sense, for it will and must reach into 
sensitive issues of social oolicy; in effect, it involves heloing to 
orient and blueprint a peaceful social revolution. This is a touchy 
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business, but it is inherent in any real participation in country pro
gramming and fundamental to attainment of our main develo~mental objec
tives. 

The Organization of Country Programroing 

17. What kind of measures, what changes in policies or institutions, 
are needed to enable the vJestern \..rorld to realize these opportunities, 
and to minimize the attendant risks? The essentials, largely implied in 
what has already been said, may be summarized as follows: 

(a) agreement among the principal itJestern countries as to their 
objectives and the approach to be followed in their effort to promote and 
guide economic development; 

(b) as a major element in such a concerted policy, fostering 
of the concent and function of programming in each of the developing 
countries we are jointly aiding or proposing to aid, in a form tailored 
to the special circumstances of each, and assignment of broad responsi
bility for assisting and taking part in the programming function to a 
strong (but not. numerous) resident mission in each country; and 

(c) establishment of the necessary minimum of global author
ity and machinery to provide general nolicy guidance and adwinistrative 
backstopping for these resident missions, as well as continuing coordi
nation for national and international efforts in aid of developnent. 

18. This may seem an ambitious (not to say utopian) prescription. But 
a good deal of progress has already been made toward coordination of 
Western rolicy and financial and technical assistance, and a number of 
likely comnonents are lying about -- concepts, techniques and adminis
trative devices that have nroved useful in the past and that might be 
refurbished and fitted together into the kind of efficient, flexible 
mechanism that is needed to further our develonmental aims. The creation 
of such a mechanism deserves highest nriority attention by the Western 
governments, notably the incoming U.S. Administration. 

19. The function of the field missions assigned to aid and partici-
pate in the programming process is vital. This function must be so de
fined and organized as to command the confidence of both aid-givers and 
recipients, and encourage their intimate collaboration in studying and 
deciding the key issues of development nolicy. It must, therefore, be 
under international ausnices, of a character that will enlist the active 
and responsible particination of the Western industrial nations and less-
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developed countries alike.i/ Within this over-all framework, individual 
country missions roight be constituted in various ways -- by assignment of 
staff from the IBRD or a regional development institution le.f!,'., tt-c 
Inter-American Bank, the proposed Arab Financial Institution -or the UN 
Economic Commission for Africa), as a continuing project under UN tech
nical assistance or financed from the Special Fund, under the sponsorship 
of a private foundation, university or research institute, or through a 
combination of such methods. The essential is that the country mission 
be at least tacitly recognized, accepted and supnorted, by both the local 
authorities and Western aid-givers, as the focal point of contact between 
them for defining and nursuing agreed ap,roaches to the country's economic 
development. 

20. The country mission has a delicate and somewhat ambiguous role. 
This is not necessarily a defect. Indeed, its strength and potential 
effectiveness lie partly in this ambiguity -- in the possibility of the 
mission working, for many purposes, as an integral part of the local govern
ment, while still retaining independence of judgment and action. Because of 
this indenendence, because they are not tied to any local faction or in
terest, and because of their association with the vital sourcos of external 
assistance, these international representatives may be able to ac, ·ieve an 
extraordinary nosition and influence in the official councils and among 
leaders of public opinion in the country -- influence that can usefully re
inforce that of sympathetic local officials or foreign advisers contracted 
directly by the government, whose position (precisely because it is more 
clear-cut as to responsibility and de~endence) is often inherently weaker. 
The possibilities for gaining such an advantageous position depend, of 
course, on the international mission members being regarded by the local 
government and political leaders as co-workers in a task for which the 
local people feel primary responsibility (not as outsiders imposing an 
alien economic or ideological pattern), and as sincere proponents of the 
country's real interest (not as agents of the Powers). There are numerous 
instances where international repres -~~ntatives have been so accepted; it is 
harder in certain countries than in others, and in some it may be wholly 
impossible over the short run, but by and large there is ground for op
timism on this point. 

21. The delicacy of the country mission assignment, and the wide dis-
cretion that must necessarily be allowed, underlines the importance of 
finding and developing key personnel of the very highest caliber. They 

11 In most of the emerging countries, acutely jealous of their 
sovereignty, any real narticipation in national nrogramming by the U. S. 
or another major pmver will generally be unacceptable. This noint could 
be developed and illustrated at length, but I assume no such elaboration 
is needed here. The provision of aid, including most technical assist
ance, is a -rather different matter and will still, presumably, be admin
istered bilaterally in large part -- although it would be advantageous 
to increase the proportion handled through the proper kind of internation
al channels. 
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need, among other qualifications, experience in economics and ~ublic ad
ministration, including extensive first-hand acquaintance with these 
matters in less-developed countries; a broad sympathy for the aspirations 
and problems of such countries, but a tough-minded, practical approach in 
dealing with them; a well-developed sense of nublic nolicy and of prac
tical politics; a flair for incisive analysis and for patient, persuasive 
argument; a flexible mind, solidly grounded in moral principles; and a 
notable capacity for initiative, innovation and arduous work. In short·, 
the job calls for paragons of virtue and competence -- and offers a chal
lenge that should be enormously attractive to people who a~proach these 
standards. A few such exist, and raw material for forming a few more; a 
mere hundred or two, placed in the right spots and given proner backing, 
could be immensely effective. 

22. The foregoing emnhasis on the country mission's resnonsibility does 
not detract from the need for strong central direction. On the contrary·, 
the need is accentuated. For the desired diversity of contacts and points 
of decision, of instrumentalities and approaches pragmatically adapted to 
the circumstances of different countries, could lapse into incoherence or 
near-chaos unless it were guided by common princinles and nurpose and by 
vigorous executive leadership. But such guidance must be understanding 
and flexible as well as firm, and the objective of shifting the focus of 
analysis and operations to the developing countries should be kept con
stantly to the fore. 

23. Deliberate stressing and pursuit of this objective, against all 
the forces that normally work to attract key decisions and personnel to 
headquarters, is essential to successful performance of the central direc
tive role, however that function may be defined and organized. Aside from 
the considerations of basic nolicy and strategy mentioned earlier, such 
an em~hasis is sound tactics for the administrative in-fighting that ac
companies the creation of any new agency or responsibilities. First, it 
will help to avoid jurisdictional collisions with existing agencies for 
promoting development abroad, which are headquarters-centered to a high 
degree; in the field, as a practical matter; the coordination function 
is largely a vacuum. Second, from the standpoint of the less-develo~ed 
countries, it will take some of the curse off the preponderant influence 
that the canital-exnorting nations would necessarily possess at the cen
ter. Without such prenonderance these richer nations could not possibly 
be expected to take part with the poorer in a joint qevelopmental effort. 
But representatives of the less-developed countries will be under strong 
political-psychological pressures to increase their weight, and make it 
felt, in the councils of the global development agencies; one way to 
relieve these pressures is to concentrate the programming function in the 
field, where responsible officials of those countries can nlay their 
proper nart.· 
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Overall Coordination and Direction 

24. What kind of organizational framework i s needed, then, for manage-
ment of the kind of program -- concentrated in purpose and direction but 
decentralized in annlication, varied as to sources and instruments but 
effectively focussed at the noint of impact -- that has been sketched 
above? The general characteristics of such a framework seem quite simnle: 

(a) It must be international in character, and capable of en
listing active and responsible participation by both the I,~Jestern and the 
less-developed nations. 

(b) Its constitution and nolicy direction must be such that 
the Western aid-givers can have confidence in them; thus in its Govern
ing Board the capital-exporting countries must not be outweighed as they 
now are in most of the U.N. organs. 

(c) Even more imnortant, it must have strong management with 
wide discretion and po1,rer of initiative in day-to-day operations, "ttrhich 
would be adequately insulated from interference by representatives of 
partici-pating governments. 

(d) It should be charged, by formal agreement or info~rnal 
understanding among the particinating countries, with the functions 

(i) of defining general priorities and allocation 
criteria for the guidance of agencies providing 
economic and technical aid under Western ausDices; 

(ii) of establishing terms of reference for the coun
try missions assigned to analyze the potenti
alities, needs and problems of the respective 
developing countries,to help them work out and 
administer realistic develonment programs and 
continuously to appraise their performance; and 

(iii) of selecting, backstopning and generally super
vising these missions, with special attention 
to guarding against a loss of perspective on 
their part, through too close involvement with 
a particular country's problerns. 

(e) Preferably it should control the provision of some signi
ficant fraction of total aid from Western sources; such operational 
responsibility would helo to keep its program recommendations on a real
istic basis and enable it to fill some of the gaps and correct imbalances 
arising from the inevitably imperfect articulation of the various types 
of assistance from different sources. 
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25. The principal U.N. organs (the Assembly, ECOSOC and its subsidiary 
bodies, the Secretariat, the TAB, etc.), indispensable as they are for many 
purnoses, are clearly 1msuited to the function now under discussion -- by 
reason of the one-nation-one-vote urinciple on which they are constituted, 
the politically-charged atmosphere that typically surrounds them and the 
extent to which member governments intervene in their operations. More 
promising candidates, as an organizational model or nucleus, are (a) the 
Bretton Woods institutions, especially the Bank-IDA complex, and (b) the 
U.N. Special Fund. 

26. The establis~~ent of IDA will broaden the geographic and functional 
areas within which the 1Jorld Bank can operate, and make it more clearly a 
developmental (as distinct from a lending) agency. The Bank has given 
considerable attention to development programming, and gained a good deal 
of experience through its general survey missions, resident advisers, etc. 
It has the invaluable assets of a strong, established ~anagement, weighted 
voting, and a renutation for competence, independence and objectivity ac
quired in development operations over the past dozen years. And, of course, 
it plays a substantial role in the financing of develonment. 

27. There are, however, some possible objections to its becoming the 
central backstop for development programming: 

(a) Its approach to development is sometimes alleged to be too 
"bankerish". This criticism stems partly from the limitations imposed by 
the source and character of its funds; it should be tempered by the pos
sibilities for liberalized financing terms that will be opened by IDA. 
Strict standards of project appraisal, on the other hand, should be vig-
orously upheld~ · 

(b) Votes in the Bank's councils are weighted so heavily against 
the less-developed countries, their power in the Bank's affairs is so lim
ited, that some of them apparently regard it as essentially a U. S.
European institution in which their particination is merely nominal. 
This view, while by no means universal, deserves attention because of 
the great imDortance of the develoning countries' feeling a real sense 
of participation. But as was suggested above, the decisive authority in 
any agency which the Western nations could trust to ~~nage the programming 
or financing of development would have to be weighted in some such way; 
and greater emphasis on country programming should lessen the objections. 

(c) More basically, some inconsistency may be feared between 
the Bank's lending role and the program coordination function. Its ex
press or tacit approval of a particular country program would doubtless 
be construed as an implicit commitment to financing -- especially as the 
existence of IDA will reduce the importance of creditworthiness criteria. 
However, such an implication already exists to some extent, and has been 
accepted, as a consequence of the Bank's role in the India consortium, 
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and this pattern is likely to be extended. In fact, the ability and 
willingness of the agency that sponsors or endorses a country program 
to share in its financing may provide the best assurance that its en
dorsement is realistic and responsible. 

28. As for the Special Fund, its sco?e and staff would have to be 
greatly expanded, and its character would be substantially changed, if 
it were charged with backstopping the programming function~ As a frame
work for this function, however, it also has certain assets and at least 
one major liability. Taking the assets first: 

(a) The Managing Director has established a strong nosition 
and has wide operational discretion in relation to his Governing Coun
cil. 

(b) The Governing Council is evenly divided between more and 
less developed countries, which gives the latter a feeling of effective 
participation and weight without overwhelming the former. 

(c) Its Consultative Board -- including the Secretary-General 
of the U.N., the President of the l.Jorld Bank, and the Executive Chairman 
of TAB as well as the Managing Director of the Special Fund -- provides 
informal but e}C")lici t liaison. 

(d) Its field representatives are also the Resident Repre
sentatives of TAB, which avoids duplication and provides a measure of 
coordination of their activities (but does not remedy the essential 
weakness, the Resident Representative's lack of real authority over the 
program and priorities of the various TAB constituent agencies in "his" 
country). 

(e) Its present terms of reference include the financing of 
broad surveys, a kind of fractional country programming that might readily 
be broadened. (However, the Special Fund does not carry out or direct 
such surveys itself, but farms them out for execution by the several 
Specialized Agencies.) 

29. The Special Fund's Management has sought to insulate its operation 
from the highly political atmosnhere of the U.N. Headquarters, and has 

had considerable success in doing so, but the influehce of this environ
ment is still disturbingly evident, making dispassionate, hard-headed 
direction of any program very difficult. And the problem would certainly 
be aggravated if the Special Fund were to take on such broadened respon
sibilities, with such significant political overtones, as those under 
discussion. 

30. Moreover, the membershin of the Special Fund, unlike the Bretton 
Woods institutions, includes the Soviet Bloc countries. In analyzing how· 



- 13 -

significant this factor is, one must distinguish the potential effects 
or Soviet participation at three levels: 

(a) In the Governing Council the USSR is one of eighteen mem
bers, and can expect the- supnort of a few others on some issues. At 
each semi-annual session the ~oviet delegate intervenes in the discussions 
at length, but his views have little apparent effect on the Council's 
resolutions and even less (because of the extensive discretion allowed 
the l~naping Director) on the Special Fund program. 

(b) In the headquarters staff no Soviet nationals now hold 
responsible positions (so far as I know), but there will surely be con
tirnling pressure from the USSR to place Russians or satellite nationals 
in the Special Fund, especially if its functions were greatly broadened. 
However, a strong Managing Director should be able to prevent unduly 
disruptive activity on the part of subordinates coming from Communist 
states. 

(c) In country programming and advisory missions, however, this 
problem could be crucial, in view of the exceptional imnortance of these 
missions, the discretion that should be allowed them, and the influence 
they would be exnected to exert not only on international economic and 
technical assistance to a country but on its whole pattern of development. 
The USSR would certainly demand key posts in these missions, and it would 
be hard for the Managing Director to resist such demands. A Soviet chief 
of mission in, say Ceylon or Cro.meroons or Costa Rica, entrusted with the 
vital responsibilities of program guidance nescribed earlier, might ob
viously do great harm to Western interests and objectives in those coun
tries. · 

31. The Russians did not join the Bretton Woods institutions, although 
they were entitled to charter membershjp, presumably because to do so 
wo,ld have involved a substantial ca?ital contribution, and an even more 
significant delegation of authority, to an institution they could not hope 
to control. But in the Special Fund set-up, if responsibility for the 
central programming-coordination function were assigned to that agency, 
the Soviet Bloc might acquire great leverage at nominal cost. Unless 
some means co11ld be found to neutralize this danger, the Special Fund, 
valuable and promising as it has shown itself in its present role, could 
not be considered a satisfactory agency for the central programming res~ 
ponsibility -- especially its vital aspects that center in the country 
missions. 

Tentative Conclusions 

32. Western efforts to promote economic develonment and strengthen the 
bases for orderly progress in the emerging countries badly need a new im~ 
petus, clearer direction, and more amnle resources. But the kind of new 
look that is required is more a matter of pace, emphasis and follow-up 
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than of drastic innovation. Creation of a vast new financial and insti
tutional structure, to carry out a Marshall Plan-type program on a crash 
basis, does not seem likely -- nor really desirable. Its advantages, 
mainly a transitory political impact, in all probability would be out
weighed by the delay and confusion involved in getting such a program off 
the ground, by the exaggerated hones it would arouse, and especially by 
its effect in reinforcing the impression that salvation for the emerging 
countries lies chiefly in massive external aid rather than in resolute 
domestic efforts and the building up of local capabilities and institu-· 
tions.g/ 

33. The central feature of the required new look is a greater emnhasis 
on country programming, organized and aided under international auspices, 
that will favor overall Western nurnoses and effective Western participa
tion. Of the organizational frameworks now in being the one best suited 
to this task is the Bank-IDA combine -- supported by its sister agency, 
the International Monetary Fund, in dealing with related shorter-term 
issues and monetary problems. The Bank's undertaking this function would 
entail imDortant changes in the size and character of its staff and in 
its accustomed mode of operation, changes that would surely comnlicate its 
hitherto relatively smooth existence. But a number of these changes are 
already taking nlace, or are imPlicit in the recent trend of the Bank's 
activi~y; they could doubtless be accelerated somewhat without excessive 
strain. 

34. Fortunately, moreover, such a shift does not have to take Place 
ever~{bere and at once. It can be introduced and tried out progressively. 
Over the next year or so the Bank might station small resident missions 
in three or four new countries (or nerr.aps merely e~and the terms of 
reference of an already established ~ission), after informal consultation 
with the members of the DAG, with the United Nations, and of~7ourse with 
the governments of the less-developed countries in question.~ 

~/ Crisis situations and emergency needs (as in the Congo, for 
example) have to be dealt with on a crash basis, of course; and stabi
lization of these situations is necessary before real developments can 
start. But this precondition should not be confused with the ·process of 
development itself~ 

1/ The likeliest areas for early expansion of the Bank's activity 
and initiative along these lines are South Asia, the Middle East and 
Africa. Latin America, in the earlier years of the last decade, re• 
ceived a good deal of attention and assistance from the Bank in the 
field of programming. But the U. S. recently initiated a major re
gional development program and clearly indicated its preference for 
using the Inter-American institutions as the princinal organs of 
cooperation. 
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35. As an experiment, also, the TAB might designate one or more of the 
Bank's country representatives to serve concurrently as the TAB Resident 
Representative, and the Bank might reciprocally give one or more of the 
TAB representatives a second hat as head of its mission. I do not mean 
to suggest that all resident representatives of either agency should act 
in a dual capacity (as, for example, the TAB representatives automatically 
act for the Soecial Fund). Such a combination would probably be inap• 
propriate for some countries -- and certainly for some of the persons now 
occupying the respective posts. But it would seem to be worth trying in 
a few cases, agreed informally and ~ hg£ between the Bank and TAB Manage
ments, to see how it would work and how useful it would be in nractice. 

36. Arrangements of this kind could thus be nut into effect through 
informal discussion and agreement -- without altering the constitutional 
structure of international organizations or (in most cases) requiring 
any new national legislation, and with a minimum of political controversy 
and ideological argument. Such arrangements could be initiated quite 
quickly and extended progressively as pragmatic considerations might dic
tate. The one immediate requisite is a clear indication from the nrin
cipal members of the Bank , which are also the main contributors of develop
ment assistance, that they would favor and support an initiative along 
these lines, by the Bank in consultation with the other agencies concerned. 
Given such an indication, even in quite limited and general terms, ex
ploratory discussions could be started with good prospects for a fruit-
ful outcome; without it ther e would be nothing to talk about • 

. ~ 
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Pratt ot !Peech to Louiaville Committee on Foreign Relations, November 101 1964 
o 0 b~ David Gordon - unfinished; Mr. Gordon extemporized the rest and skipped 

,~c-~l~r some of it in the talk, 

THE OBSTETRICS OF ECONOMIC DEVELOPMENT 
WBG 
-<t~ 

~~CH\\J~s In economio development, as 1~ human reproduction, conception ia the 

eaS)" and pleasurable part. It is associated often with the bone;rm.oon glow 

ot new nationhood or a nov rovolutionary regime, when the ditticul\ ciro\UIS

atances ot the present are auttused by' roq hopes for the tuture. The 

development plannera, looking forward a decade or a generation• can aee 

in i-.~eir imagination a numerous ottaprlng ot sturd7 proj ect.s and lovely 

burgeoning economic indices. These dreams ma,. never come to trui tion, but 

even attar nwnber ot miscarriages the conceiving ot new schemes and pro

grams ia still an exbilaratlng process. 

So much 10, indefd.., that 1 t i,e sometimes bard. to persuade the new]Jr 

developing countries to think JIUOb beyond the conception stage. Iu too 

many _countries atiU, development programs consist largely of enthusiastic 

,gleams in the leaders' eyee or elabora-te statistical models worked up by 

dedicated planners w1 tbout much relevance to present realities. WJ1en their 

high hopes t~l to be real.ited, when the plans are abortiv.ecor result in 

butdensome econond.o monstrositi:~a, the resUlting disillusionment may some

times be the beginning ot wisdOD)- or it may merely lead to growing apathy, 

or to a violent reaction that could start, the whole cycle •gain. 

I dou•t •ant to strain undul.7 the analogy between human growth processes 

and those ot economic and social development.· We know even less about the 

latter than about t,be former, and our ettorta to toster and guide it, are even 

more tumbling. Until a very tew years ago it was a general assumption, at 

least among non•Maniste, that economic development would more Dr less take 

care ot 1 taelt .... through the progressive transfer ot technology, the exten• 

aion · ot ·education, the accumulation and investment ot capital ... it a reason

able measure ot eooial atabilit.y prevailed. In the colonial areas ot A.trica~ 



atxl some parts ot Asia aDi the Caribbean, there was expected to be a gradual 

evolution toward indeperxlence, under benevolent tutelage that. would last a 

generation or more. Even the Marxists envisaged development as a fairly 

eimple process or mcderrdzation under forced dratt, once the exploitative 

imperialist bold bad been broken and the means ot production and cap1 tal 

accumulation transferred to social ownership. 

The matter was by no means eo simple, ot course .... as we have progres

sively am paintull7 learned over the years since World War II. The Inter

national Bank tor Reconstruction and Development, bette:r known as tbe World 

Bank1 was set up ~ust at the end ot that war. At the start, it eaw its tunc-
4 . 

tiona as the l'elati vely narrow one ot providing capital, more .- •pecitically 

foreign exchange, to tinan.ce well conceived and prepared projects -- railways, . 

roads, pOW'er plants and transrrd.ssion lines, and an cecaaional industrl~l or 

irrigation scheme - tor which the need was clear and.tor which the country 

concerned could sex-vice a debt without undue clitficulty. Like any good. 

banker, ot course, once it agreed to assist a project the World Bank took a 

continuing intereat in ita .financial welfare, management and further develop• 

ment. 

To overaimpl.it.r considerably 1 1 ts role was a bit like that ot the 

philanthropic merchant or banker who used to ppear in an early chapter or 

the Horatio:.Alger novels and, being impressed With Ragged Dick's enterprise, 

upstanding character and worthy parentage, gave b1m generous financial 

backing and moraliatic guidance through his rise to maturity and worldly 

success. Bu.t this eolid oi tizen didn 1 t concern himself \d. t.h other Ragged 

Dicks, posaibl7 .just aa deserving, who bad not bappened to come to bia 

" notice. Similarly, the Bank liked to find 1 ta pro~ecto up-and•coming, 

already tairl7 mature bu\ eUU malleabl • 
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In tact, tbie role ot the World Bank vaa and remains a vert valuable 

one. There vera and still are & large number ot projects that tit tbe 

relati vel.7 eimple criteria I menUoned. In the process ot assisting them, 

the Bank developed a variety ot technique a and standards tor evaluatins 

projects, that are mor videl7 applicable and u.setu.l. not only tor the pur

poses ot the Bank 1 taelt but also in other developlllent actJ. vi tiea of the 

borrowing countries and inati tutions. The Bank baa been able to establish 

ita oredi t eolidl.y in the capital markets ot the world. - which vcW.d probabl7 

have been less receptive it it had taken a more daring or innovating line at 

the start. And baftD& aVOided raiaing undu hopes in the developing countries, 

the Bank's reputation and relat.iona vitb. tbara have t?een soundly based and 

rather ateadil7 improVing~ 

Nevertheleaa, it became clear even in t.he quite early days ot our 

experience that the Bank would bave to take a broader, more active initiative 

in order reall.7 to tultill 1 te potential and intended role as an international 

develcrpment institution. Tbe moro-tban-anticipatecl complsdtr ot the processJ 

the dependent areas • taster tranSi ticm to, and less adequate preparation tor, 

independence) the wrong-beaded policies often pursued by' reckless or feckless 

governments in the developing countrie&J the pressures and tensions associated 

with the Cold War and with commercial competition among the capital-exporting 

count:r:l.eSJ the tluctuationa and, during most ot the post-Korea period, th 

peraiatent decline 1n prioea ot moe' basic commodities J the stubborn stagna

tion ot agricultural productivity-- all these and other difficulties call 

tor a broa1er aad more intensive concern w1 tb the preparation and gestation 

ot projects, long betore tbq are ready to be embodied in a loan application,.~ 

'l'be Bank at.ill tinanc~ onl7 hll•fiedged projects ..- and only it tbq 

appear, on the baaia ot a bard•beaded technical appraisal .. to be aound.l7 



conceived, ot high produoti ve potential and. ready to go torward. Some ot 

these projecte come to our attention Already' (luite mature, like Ragged Dick 

in th atory, but tor moat of them there ia a oonaiderable biatoey ot 

e'ftcouragement, guidance and help b7 the Bank that goes back long betore 

the tinal projeat sees the light. Thus, in JD4n7 ot its activities the 

World Bank ia cting not merel.T ae .a tinancial backer or economic develOp• 

ment, but al.ao in a eenae as ita obstetr1ci&nJ and it ia this aspeot ot our 

task .. nurturing the embx7otlio echemea that, embody tba developing worl.d'a 

bopea for eoonom:ta progres11 to a point where these ecbemaa appear reason

abl.7 v.table -- tbat I van\ to empbuiae this evening. 

The preparator;r work often starts well ,betore a project 11 thought 

about in cry epecitio terms. One ot the earliest way-a in Wicb tho Bank 

a ought to be ·f4 aerrlce to 1 ta member countries, apart, trom ti~UmCing, wa~ 

by mounting 'flbat we call a general urvey mission. 1'hese are organised Oft 

a highly eelecUve buia, on request ot a member government, to countries 

tba~ have reached a atage in development where they a:re taced td th basic 

decisions about, their economic potential and program and want qualitied, . 
disinterested ·belp in setting their future course. The tirat uch mission 

was to ColOiDbia juat lS years ago. I bad the good fortune, in tact, to be 

a member ot tbia Colombian trd.asion ....... thAt vas in an earlier period ot 'lfJ1' 

employmeat v.tth the Bank, which vas interrupted to~ eeveral yeare -- and 

1 t. vas a fascinating experlence. Since then, w-e ·h :ve organised similar 

JJd.aaions tor 2) other countries, mon reoentl7 tor Morocco. 

·The aiae 8l1d oompoaition ot these m1 sions var:1 considerabl:r1 depending 

on the character ot the particular econcml1• The Jrt;.\seion to Spain vas natur

all7 a good deal larger, and it.al report. much xaor complex• than waa the 

cue, tor example, to't' SuriDam. Oener&ll)t, the mitJaionta purpose 1& to 



diagnoae, in a eomprebenaiw and realistic wq, what are the country'• 

potential economio resourcet and problems 1 and to suggest the broad linea 

ot economic poliey a.M ot an inveatment program tor a period ot, atq, .ti ve 

to ten ,-eara. 17Picall71 those general .survey missions take nearly a 

7 - • al JIOD~ ~ 1 tcdv lnv tis tion in tiel4 tollov b,

a longer period of ~naul.tation, anal.7eia and report-writing back at bead• 

quarters. 

The Bank doean tt t.rr to dictate the substance o' survey mission • 1 

recomendationa. These are the responai.bili ty_ or the Miasian· ~chi.et and 

bia associates, two or three ot whom J1J1J3 come trcm the Bank atat.t 1 the 

rest being apeciall.7 hired. OUr concern ie th" members ot the missions 

aboulcl 'be vell qual.itied and objective aa poaaibleJ the acceptabilit,' 

and ettecti venese ot · theix- recommendations obviously' depends JU.inly on 

. this factor. Our task in thia regard i• made easier by the international 

character ot the Bank, and the tact. that paet survey reports bave generW.:r 

bad a gocd reception ani been Q.uite intluent.ial1 some outstandingly ao. As 

much as aeytbing, perhaps, their Yalue ia political - proViding an over-all 

frame ot reference v1 thin Which apecitio policy and investment decisiona can 

be considered, helping Governments get across to their peaple the problems 

and. limitations, •• well u the potentialities, of their national development. 

and the need tor ditticW.t cboicea and e0111e unpala.table meuurea, and in some 

countries helping to taka the onus tor unpopular deciSions. A good survey 

mission report. toouau, in a rather dramatic way, the tundamental ieaues ot 

development pollq rmc1 'fliA:T serve ae a catalyat tor r&sol v:t.ng thelll. 

A8 a aupplement or altemative to the impact ot . general aurvey mission, 

tb Bank baa provided i'eaident advi1era to a nwn'ber ot oou.ntriea, to help 

their Oovetnment. on a dq•to-dq buia 1D organizing plamd.ng uchinery aDCl 
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formulating ~ carrying out national development programs. In some cases 

these resident miasicna also have some operational duties on behal.t ot the 

EankJ bu.t more usually the advisers are seconded to the service ot the 

Government and, like the aurvq miss1ona, are not subject to the Eank'a 

au.bstantive direction. Since the start ot 1960, we have had an average, 

at any one time. ot 12 auch resident advisers stationed abroad. Quite 

trequent17 also we seni ou.t atat.t members trom headquarters tor aborter 

periods to provide the same kind ot help. 

The attention ot these advisers tends to f'ocus mainly on the merits, 

priority and readiness o£ apecitio development projects. It goes without· 

saying that t.b value ani Viability ot arr:r important project depends 

essentially on its relation to the national or regional econol'n1" ot which 

it is a part -- the llineral.a that JrJJ3:'J' be tapped b1 railwqJ the agrioul· 

tural production that a road JnaT atiiJill.ate or bring within reach of a 

bungr'T cit7J the potential market tor an industrial plant, or the industries 

that may be encouraged to grow b7 providing cheaper and better power IU.ppl)r. 

Thua each prt7jec\ muttt be looked. at in. the context o:t a broader program. Br . 
the same token· a development program that, is not worked out in terms ot 

apecitio, well-studied ~rojects 18 likely to be a barren academic exercise. 

I would not think 1 t worthwhile t.o make th1 s obvious point i.t' there 

vere not, in developing countries around the world, ao mat1y developmant 

programs, ao-cal.l.ad, that are not MUch more than such academic exercisea. 

One can cite several reasona tor thi • In the first place, having a Plan 

has become almoat a political necessi t:r -- and indeed it can be a valuable 

and conatructi ve means ot guiding poliey deciaiona • ceyatallizing opinion 

and eliciting public eupport. Governments in a hurey to obtain th&ae 

advantagu mq nab through a glowing Plan and announoe it with great 
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tantare, boping tbereb7 to gain a little time to fill in the grubby details. 

This otten takes longer thaD waa «<epected, and the details, when they become 

available, tna7 turn out to be irreooneilab~e witb an over•ambitioua and 

opt11111atio framework. 

In the second place, development programs are usu.ally worked Up by 

econond.eta - probably roung economists because 1n most developing countriea 

that ia the onl.7 ld.nd there ie. · They poasea& ;you.tb'a natural optimism aDd 

desire to ple at and they have at their di posal .... u a result. ot some 

ingenious and intriguing analytical work that, baa been done in tbe great 

uni:i'ersitiea of America and Europe, and that bas progressively been trans• 

ferred to and taken roo\ in the economic .tacultie ot the developing 

countries -- an elaborate paraphemali ot growth models, capital/output 
.. 

ratios and the like, which can illustrate quite persuaai vel7 bow economic 

development ought to take place on certain assumptions. 'fhi a makes 1 t 

possible to constnct. a pertectl;y beautiful macroeconomic framework, con

taining all aorta or d)"'1amia assumptions, without ever deciding, or even 

serious~ considering, precieelJ' what anyone Will actuall7 do. A s1 van -
amount ot investment ia auppoaed to take place, a certain increase iu 

industrial and agricultural output 1e anticipated, saVings and publio 

revenues should acorue, a1ld. bopet\llly the cycle continues. 

But in order to have 1\ vork that way in practice, there must be not 

merely a certain level ot inveatment but a wide variety of specific invest

ments, not onl7 an appropriate polio:r framework but a number ot dil.ficul t 

epecitio deoiaione. Some entrepreneur 1 or more properly a number ot entre

preneur 1 mu.at atwiy alternative market and protit possibilities, make 

deciaiona to build certain industrial plants ot ce~n eiae to produce 

particular ranges ot goode, somehow raise the necessaey capital, and 

arrange a bundract other detail• required to get into reasonably etticient 
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production Within a reasonable time. The desired increase 1n agricultural 

output ia likely to involve an even more complex and. arduous series ot 

actionaa organisation or expansion ot an extension service, training ot 

extension agents, programs ot research and demonstration, provision ot 

fertilizer•, :ln ect:lc:tdea and other requ1&1 tea, establishment, and adequate 

tinancing of an agricultural credit qetem, improvement ot tenure and 

marketing arrangements 1 and so on. 

All these are projects. 'l'bey constitute the real content, and pose 

the practical choicea, that determine the valldi t1 and eucceea ot any 

development program. All ct them make specific calla on scarce resources 

ot capital and1 not lese important, ot human eldlla and organizational 

abilitiesJ in ettect, the decision to undertake one project means foregoing 

something else. It means, to some extent, gS. ving one economic group or 

locality preterence over others. It mq attect deeply entrenched interests 

or prejudices. Given the dlallcate and controversial nature o~ the choices, 

it ia perhaps not aurprising that some development planners, whether 

nationals ot the developing countries orltoreign advisers, preter to shy 

away trom speoitica and concentrate instead ot general trend and mathema• 

tical models jJ:&.amplea Eth1op1,!7. 

At the other extreme there are some development programs that essen

tially- consist ot nothing but proJects - everyone's favorite project -
indiseriminatel7 .1wnbled together and added up. This also :voids the 

embarrasantent et cboicea but entails other ditticultiea. It fl'J11' involve 

spreading the available funds and !Wlpower eo thin that nothing gets done 

peoperly • For- ax:ample, 111 Colombia a~ the time or the Bank's sUrtey m1s ion 

the development budget. tor bigbvay's included 101 different construction 
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projects. At the at.a.r\ ot each tiacal 7ear each project. would receive a 

11 ttle money and two or three pieces ot equipment) the work would proceed 

tor a tew veeka until the tunda ran out and then the crew would dieband 

until the next year. I\ waa calculated that At the then current rate ot 

progr 11 some ot the cruCial highway links could be finished only atter 

10 years, at 1thicb time the por\iona already complettd vould have to be 

rebuilt. Still each department and locality held on tenaciously .to ita 

little allocation. One good r ault ot the Bank's eurvq vas to break 

tbie ·impasse and persuade the Qovermnent to put bighwq planning and 

budgeting on a more rational buis, concentrating onJ.and completing a 

dozen or so top priori t7 ~ obs. 

More o.tten than one might expect, the numb r ot pro~ ects tor inclusion 

in a program il aotuall.7 ·less than the countrt . in question should, in 

principle, be able to wxlertake. Thil mq b because some newq independent 

countries, and even ••• tha\ have been independent tor considerable time, 

bave no ver:r clear no~on ot investment. The governmental adnd.nistratton, 

arxl etten also their private bu.siDessmen atxl agricul turaliata, are u.sed to 

keeping tbinga going troJa dq to day, or t moat trom year t,o year 1 vi thout 

planning ahead. In other casea there ie aome sense ~ the need to organise 

ab8ad and ~ldeaire to 1nve1\ to-r prodUctive return, but li ttl a Nliable 

lmowledge 0: the owntrt•• reaouroea O%' the potential tO't' increasing 1ta 

outputJ . 
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THE WORLD BANK 
NEW DIRECTIONS IN AFRICA 

A talk by DAVID GORDON 
Chief of the World Bank's Permanent Mission in Eastern Africa 

FoR THE WoRLD BANK, operations in tropical-or, more explicitly, in Black
Africa have only quite recently become really important. Up to 30 June, 1968 
the Bank and its soft loan affiliate, the International Development Association 
(IDA), had committed to this region $1,162 million (a little less than £500 
million), which represented only 8. 7 per cent of their world-wide commitments. 

The trend, however, has been very sharply upward. During the entire time 
from the Bank's establishment through June 1958, loans for the benefit of 
tropical African countries totalled about $270 million. In the five years 1958-63 

. Bank loans plus the initial credits from IDA reached nearly the same amount 
($256 million). For the period 1963-68 this total rose by 150 per cent to $636 
million. And in his inaugural speech to our Governors' meeting last September, 
Mr. Macnamara projected its tripling over the next five years to roughly $2,000 
million. The actual commitments in the first half of this current fiscal year 
have been over $135 million, in spite of the very near exhaustion of IDA funds, 
which are especially important for Africa. (These have now been partly re
plenished, including a very substantial British contribution, and we have every 
hope that the full amount agreed on will be available very shortly). 

But, as Mr. Macnamara also stressed, our role is to be not just a bank but a 
development agency in the broadest sense. And fulfilment of such a role 
depends not merely on the amount of financing provided but on whether it serves 
a trail-blazing or catalytic purpose; and on the extent to which, through analyt
ical, advisory, or co-ordinating activities, we can help to improve the planning 
and execution of development. Strictly speaking these broader activities are not 
' new ' directions of World Bank activity ; they have been prominent in our 
thinking for a long time. But they are getting renewed emphasis and clearer 
definition, and they are probably more important in relation to Africa than to any 
of the other regions that we are concerned with. 

In the initial years almost all the Bank loans were made for power facilities, 
communications-mainly railways and ports-and mineral development. These 
are, frankly, the easiest and safest objects of investment. They are useful, 
necessary, clearly justified, and they are relatively easy to prepare and administer 
because the processes and the problems involved are hardly different in Africa 
from those we have experienced and solved in Europe and America. But 

Given at a joint meeting of The Royal Mrican Society and Royal Commonwealth Society 
held on Thursday, 6 February, 1969. The Chairman was Mr. Richard Dyson, Deputy 
Chairman of Barclays Bank, D.C.O. 
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economic development is not simply a matter of transplanting the technology of 
the more advanced countries into an Mrican setting, although this is certainly 
part of it. It requires a transformation of traditional rural societies and the 
development of a balancing industrial and commercial economy, all of which 
poses difficulties far tougher than any that we or our ancestors had to face in our 
own countries. 

Rural Development 
• In most of Mrica for a long time to come agriculture must be the main source 

of livelihood and employment for the great mass of the people, and of the capital 
and foreign exchange needed for balanced economic growth. In most of 
Mrica, also, the agricultural sector is woefully backward, producing a precarious 
subsistence and all too often visibly destroying the fertility, the very structure, of 
the land. Paradoxically the most encouraging feature of the agricultural 
picture-for what that is worth-may be precisely this backwardness ; there is 
so much room for improving productivity at relatively low capital cost. 

Expansion of agricultural output in Africa since the end of the Second World 
War has been achieved mainly on the one hand by commercial plantations 
and on the other through extending the area of Mrican cultivation at a product
ivity level barely above subsistence. The potential for further expanding 
plantations is limited. They are politically vulnerable, especially when the 
owners are foreigners or anonymous corporations ; and their relatively heavy 
fixed costs also make them economically vulnerable in a period of softening 
demand and prices. 

The hope lies generally, I think, in fostering development of the more pro
gressive productive pattern of smallholder, and perhaps in some cases co
operative, agriculture. This is hardly a novel idea. Efforts have been made 
over many years and despite some encouraging experience the overall results 
have not been brilliant. Are there any reasons to hope for greater success in the 
future? 

I think there are. First there is the fact that it is now the Mrican govern
ments and leaders, not the colonial rulers, who are on their mettle, whose 
interests are directly at stake. Foreigners may help or hinder and in either case 
are often made the scapegoats. But Mrican politicians and administrators are 
quite aware, as a rule, that ultimately they will be held responsible for success or 
failure in rural development efforts ; and they are seeking by all sorts of means 
to enlist their people's participation in these efforts. 

More generally there has been a growing awareness in rural areas of the 
possibilities for economic and social change. It results from the spread of 
education, from increased migration and contact with the cities; from the open
ing of roads and cheap bus services ; from radio and cinemas penetrating into 
the smaller towns; and from a variety of other influences, mutually reinforcing, 
that create dissatisfaction and suggest alternatives to the traditional pattern of 
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rural life. These influences may not of themselves make the agricultural 
economy more efficient, but they create a receptiveness to programmes and 
measures for doing so. 

There are many such programmes under way in Mrica, mostly aided from 
external sources, including the World Bank group. They incorporate a variety 
of approaches. In Kenya, 1.2 million acres of European farms were taken over, 
broken up and re-organised with credit and intensive supervision into small farm 
holdings. The contribution which Britain made to this programme is a most 
notable example of intelligent far-sighted self-interest, and more important, of 
the interest of all mankind. Similar settlement programmes are being carried 
out or planned in several other countries, in some places breaking up former 
European holdings or traditional communal land ; in others maintaining the 
communal pattern of production, as in Tanzania's Ujamaa villages. Often the 
need is for land reform without the movement of populations-the establish
ment of secure tenure or the reorganisation of fragmented traditional holdings 
into viable units. Sometimes, as in a project we are organising in Ethiopia, 
resettlement of some of the population into an under-utilised area reduces over
crowding and permits more rational productive allocation of land to those who 
remain. 

Some of these projects involve not only a package of agricultural improvement 
measures but also a better organisation of education, health, communica
tions and other services ; and special efforts to develop local responsibility and 
leadership in a definite zone. The several components of such an integrated 
programme should be mutually reinforcing unless the intensified services prove 
too elaborate for the productive base to support, or the educational and socio
logical innovations too distracting. There is some danger of these latter defects, 
given the attractiveness of the rural development concept and the multifarious 
aims and intellectual disciplines to which it seems to offer fulfilment. But a 
zonal project around Lilongwe in Malawi, modestly conceived, appears to be 
thriving and several others along the same lines are being organised. 

Most important of all is the availability of new inputs-improved tools, better 
seeds, new varieties, insecticides and fertilisers. In few Mrican areas are these 
used with anything like full efficiency, but their use is growing and is showing 
results. In Kenya, for example, the acreage planted to hybrid maize rose from 
about 30,000 in 1964 to some 230,000 in 1968; and of this, the maize area on 
small scale (which means Mrican) farms increased from less than 2,000 acres in 
1964 to about 130,000 in 1968-by roughly 75 times in four years. The value 
of other material inputs apart from improved seed rose by 17 per cent per 
annum, compounded from 1963 to 1966-fertiliser by 2.3 times-other agri
cultural chemicals more than twice, fuel by 1. 9 times-and this in a period of 
rapid Mricanisation of commercial farms. As a result, average commercial maize 
yields in 1967 were double those of 1958-65. For wheat, the yield increase 
for the same period was 40 per cent-less dramatic but hardly discouraging. 
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I cite data for .Kenya which happened to be readily available, but there has 
been a similar development in other countries. In Tanganyika, for example, 
before independence, almost all observers-including a prestigious survey 
mission from the World Bank-took a dim view of the potential for progress of 
the average small cultivator. The new Mrican government therefore gave top 
priority to an ambitious programme of village settlement designed to transform 
the farmers' life by taking them out of their previous environment and subjecting 
them to intensive modernising influences. Yet the sector that has shown the 
most significant growth-the only one to surpass plan targets over the past 
several years-has been precisely smallholder agriculture, whereas the village 
settlement programme has proved a costly fiasco. 

I am not suggesting that the generality of Mrican farmers are achieving a 
revolutionary technological breakthrough, but clearly a number of them are 
learning the vital lesson that improved farm inputs can pay off. The return is 
worth the risk. If they are given reasonable security of tenure and market, suit
able price incentives and access to simple means of improving productivity, they 
do respond. That these ideas have taken hold so quickly, though only in spotty 
fashion so far, is an encouraging sign of the Mrican farmer's flexibility and 
potential for progress, and a promise that the spots of modernisation will spread. 

Market Prospects for African Commodities 
This poses an obvious and crucial question. If many of these countries can 

hope to expand agricultural output significantly, what are they going to do with 
it ? Most of the traditional Mrican export commodities face bitter competition 
from synthetics and from producers in other regions in a slack, even declining, 
market. The World Bank has, I am afraid, no ready made solution to this 
problem. Its staff is engaged in co-operation with the Monetary Fund in studies 
in depth of the long-run character and magnitude of the commodity problem, 
possible means of mitigating it and the difficulties and costs of doing so. But the 
achievement of a rational organisation of international commodity markets on 
terms that will give the primary producing countries reasonable returns and 
incentives for increased productivity-of a system that would afford them a 
modicum of the stability enjoyed by agriculture in any of the richer industrial 
nations-will be a long and painful process at best. While awaiting such a 
mini-millennium the Bank is seeking to help particular countries to improve their 
position in various specific ways. 

Even for commodities in overall surplus there are some countries which, 
because of comparative advantage or sheer desperation, have a claim to assistance 
in expanding their output. An example is coffee in Burundi, which has no 
significant export alternative in the short run, and whose current production is 
well below historic levels and its quota in the International Coffee Organisation. 
An IDA coffee-intensification project for Burundi is in the last stages of consider
ation. Again, tea is a crop particularly well suited to conditions and especially 
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to smallholder cultivation in certain Mrican regions. The Kenya Tea Develop
ment Authority, which over the past five years has organised the planting of over 
25,000 acres of tea, and the collection and processing of the leaf to standards 
that command peak prices in the world market, is a model of low-key pragmatic 
efficiency. Two IDA credits have financed its exp~nsion and another the 
improvement of access roads, and similar tea projects are being carried out or 
prepared in Uganda, Tanzania and Cameroon. 

One commodity group for which demand is most evidently expanding in both 
the more and the less developed world is that of wood products, notably paper. 
The natural forests of Africa, lush and diverse as they are, are not very well suited 
to commercial exploitation and, in any case are largely disappearing, but once 
uniform stands of commercial species are planted they grow like mad. The 
inv,estment is low, although it takes a long time to mature. This is certainly a 
potential growth export for tropical Mrica. 

Livestock also has great possibilities in many countries, provided the tradi
tional reluctance to sell off stock can be overcome. In roughly a dozen countries 
livestock projects are being undertaken with Bank or IDA assistance, involving 
a variety of technical and organisational approaches : development of state 
breeding or fattening ranches as commercial entities in themselves, or as nuclei 
and demonstrations for private holdings ; stud farms or artificial insemination 
stations to up-grade native stock ; co-operative ranches grouping the herds of 
traditional pastoralists ; water supply and disease control facilities in pastoral 
areas or along stock routes ; credits to private ranches for pasture improvement 
or better quality stock-and so on. Most of these projects are too recent to 
judge their success, but they certainly hold promise. 

There is one grave danger however. In traditional areas, unless provision of 
water and disease control are linked with strict stocking limits, hard to enforce 
and politically touchy, or with a rapid growth of appetite for money that will 
encourage the sale of surplus stock, the cattle population explosion may soon far 
outrun the carrying capacity of the range. This is a recipe for instant desert and 
could set back progress in vast areas of the continent for many decades. 

The demand for meat is growing apace in the rich nations. It will be hard, 
however, for many African countries to exploit fully the export possibilities 
because of quarantine restrictions on chilled or frozen meat. But, while giving 
all due emphasis to exports, we should not neglect local consumption. Mricans 
by and large certainly need more protein, and the exchange of meat from 
pastoral areas for simple consumer goods produced in the cities is a most ortho
dox and effective way to stimulate production at both ends. Similarly, exploit
ation of fish from the coasts of Mrica and from its teeming lakes and rivers could 
greatly enlarge standards of nourishment. Unfortunately fish, unlike cattle, 
cannot walk to market. 

Perhaps in our conventional diagnosis of the Mrican agricultural dichotomy
a commercial sector largely oriented towards specialised and increasingly un-
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certain export markets, and a traditional sector producing almost wholly for 
subsistence-we have under-estimated the potential of the domestic market. 
The rapidly growing populations would eat, not only more meat and fish, but 
also more vegetables and bread and maize if prices were lower. The present 
domestic price of grain is much above that in world markets, the result not only 
of low productivity, but even more of high transport, storage and other handling 
charges. But these charges stem from the uncertain marginal character of 
production in the past. As soon as surpluses are substantial and reliable one 
could think about organising the cereals trade more efficiently-in bulk instead 
of single bags, by specialised railway wagons or lorries instead of as odd-lot 
cargo. At that point it may make economic sense to feed maize to cattle for 
quick gains in weight and improvement in the quality of meat which could be 
exported at a profit ; while the lower grades, that now go out as low-priced 
canned beef, would be switched to the local market. Alternatively, it might 
make sense to export the grain directly, even in competition with America, 
Canada and Australia; or, again, to sell the grain cheaply for local food or 
industrial uses. This flexibility is what characterises a modern agricultural 
economy, and government price policies must be adapted knowledgeably to take 
advantage of these alternatives as supply and market conditions change. 

The Industrial Sector and Tourism 
The agricultural sector presents us with the most urgent and vexing problems 

and its development is the key to all else. But a modern economy must have 
more than one leg to stand on and we need to develop the stunted or atrophied 
legs of other sectors as well. As regards industry, development in Africa has so 
far been confined largely to minerals production, to the basic processing 
of agricultural raw materials and to the manufacture of a few simple consumer 
goods. Attempts to go much farther encounter formidable obstacles that are 
well known : low purchasing power and the small size of market, shortage of 
technicians and trained labour, paucity of investment resources, lack of entre
preneurial experience and managerial skills, often combined with political 
aversion to the foreign investments that might otherwise make up some of these 
deficiencies. 

One of the institutions of the World Bank group-the International Finance 
Corporation (IFC)-aims specifically at promoting industrial development 
through private enterprise and investment. It can make either loans or equity 
investments in an industrial project along with local or foreign capital, usually 
both. It invests on commercial terms in expectation of a satisfactory return and 
of being able eventually to sell out at a profit. However, its international char
acter, the fact that its shareholders are governments (mostly of countries on the 
receiving end of international investment) ensures that it will seek to protect the 
legitimate interests of these countries, and helps to give them confidence in its 
advice about the merits or defects of particular deals or the terms offered by 
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private investors. By the same token, the latter can expect that IFC partici
pation in a project will, in some measure, discourage arbitrary government 
action. Thus the IFC can serve as a combination of catalyst and partial safe
guard, to private investors and host governments alike. 

IFC's direct contribution to industrial investment is limited, however, legally 
to enterprises of preponderantly private character, and as a practical matter to 
fairly large projects of several hundred thousand dollars at least. In most 
African countries there is no great number of industrial projects that fit both 
criteria. With a view to assisting smaller industries, the Bank group has 
financed national development banks or finance companies in a number of 
countries, including four in tropical Africa so far. But again, IFC's charter sets 
a condition of private majority ownership ; and in many African countries there 
is ittl~ possibility of organising strong private development finance companies
sometunes no doubt because of anti-capitalist bias, but also because the short
term investment opportunities are too few or uncertain to make the effort seem 
worth-while. 

The World Bank and IDA were also reluctant until recently to channel funds 
through state-owned institutions from fear of political control and distortions. 
This self-limitation has now been abandoned, although we shall continue to 
insist that any government entities we support have businesslike criteria and 
management-and we often assist in their organisation and training of staff. We 
are also seeking in other ways to help small industries to get established on a 
sound basis-for instance, by developing industrial estates which combine 
capital facilities with provision of technical assistance. 

One of the most serious obstacles to any industrialist in Africa, it seems to me 
is the difficulty of getting competent answers to his technical and economi~ 
problems, some of them quite simple but nonetheless crucial. For example, is 
there enough prospect that local manufacture of a certain chemical would be 
profitable to justify his commissioning a detailed feasibility study ? If so, how 
much should it cost and how should he select the firm to undertake it ? Would 
the addition of other products improve the viability of his plant? What 
is the ~ikely market and demand trend for these products ? Which among 
alternative processes and types of machinery would best suit his situation ?
and so on. 

In America or Europe dozens of industrial consultants are accessible at a 
moment's notice with staff, files and reference libraries capable of answering such 
questions quickly and reliably. They charge substantial fees but are generally 
well worth it. In Africa, even more than in other under-developed regions, such 
services are almost totally lacking. To get a consultant out from Europe to 
America, just to take a preliminary look, is fantastically expensive, and a proper 
feasibility study costs the moon. Moreover the imported consultant may know 
nothing of local conditions and so may give wrong advice or take inordinate time 
and expense to find his way. And, however well he does his work, the next job 
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is more likely than not to be done by someone else ; there is little continuity or 
systematic build-up of data and experience. 

What is urgently needed, I think, is to establish a number of industrial 
advisory institutes permanently located in key regional centres, each having a 
staff of practical experts in various aspects of industrial technology, economics 
and management, and close working relations with consulting institutions or 
firms in industrially advanced countries. These institutes should be accessible 
to governments, to financing institutions, to private entrepreneurs, and to others 
interested in industrial development in the region. They could deal directly 
and immediately with questions for which their staff is competent and call on 
their associates abroad for help with more complex problems. In any case, they 
would progressively build up and apply knowledge of the local economy, 
policies, institutions and other data. As I see it, the services provided by such 
institutes ought to be paid for, but one could not expect them to become com
mercially self-supporting in the immediate future. They would need some 
subsidy. They should not be set up as part of the government establishment 
attached to a ministry or development bank. This would prejudice their 
standing with private investors, both foreign and domestic, and would make it 
more difficult to give them the regional character that is essential, in the interest 
both of their efficiency and of promoting a rational pattern of industrial develop
ment. Perhaps the solution would be to set up a non-profit foundation, or 
several separate ones, in which the local governments, donor agencies, univers
ities and private enterprise could all have representation. A successful effort 
along these lines would require a broad collaboration in which the Bank should 
certainly take part-hopefully a leading part. 

Tourism-is one of the true growth sectors of the world economy at present, 
and the outstanding touristic resources of tropical Mrica have so far been 
exploited only superficially. These resources appeal to a wide variety of tastes: 
hot sun and beaches for escapees from European winters ; game parks and 
safaris ; native villages and tribal dances ; the exotic history of Timbuctoo or 
Axum ; carvings, textiles and other crafts. The touristic potential is enormous, 
limited mainly by high air fares and lack of accommodation at present. But it 
requires highly sophisticated judgment to take full advantage of this potential, to 
design and organise facilities that will appeal to the different categories of demand 
and avoid destructive competition among them. 

The Bank group has only recently entered the field of tourism. Previously, I 
think, it was regarded as too frivolous and unproductive, from the rather 
Calvinistic viewpoint of our early mentors. But, once having realised its 
importance for economic growth, employment and foreign exchange earnings in 
our developing member countries, we have leaped in with enthusiasm. Beach 
hotels and game lodges, water supply and roads, in game parks and other 
touristic areas, airports-all are on our list for potential, and in some cases actual, 
financing. 

. I 
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In this field, as in industry, a regional approach seems vital. Tourists come 
from the rich countries, not to enjoy the sights and amenities of Tanzania or 
Et~opia, or of Mali or Nigeria alone, but of one or another major region of 
Mnca. To them national boundaries are meaningless ; and if the national 
boundaries pose difficulties, they will simply not go to tropical Mrica, but to 
Morocco or Thailand or Latin America instead. 

Education and Population Problems 

An indispensable condition for progress in any of these fields is the develop
ment of manpower resources-more competent, more sophisticated more 
flexible. And it is to this purpose that the Bank has given special atte~tion in 
the past five years. Education credits in tropical Mrica have so far amounted to 
$8,2 million. 

We have_fo~d that a ?ood deal more is involved than just expanding facilities. 
F_or the eXIstmg educatiOn structure in most Mrican countries is still heavily 
bt~s~d towards the academic tradition, designed to prepare candidates for 
Bnnsh or French universities, or for Mrican universities committed to the same 
~~ttern. ~his mad: s_ense when the main object of the system was to prepare an 
eli~e of Mncan administrators and intellectual leaders ; but it does not give due 
~etght to the. need for development personnel of all kinds-in agriculture, 
mdustry, public works, and in both professional and technical categories-and 
for entrepreneurs and commercial staff. 

Only a very small fraction of those who finish primary school in most Mrican 
countries can hope to get into university. This is unavoidable, given the short
age of facilities and teaching staff, and also of job opportunities for graduates. 
The ?reat majori~ of school leavers are a most valuable resource-they could 
contnbute to nanonal development in their way as much as the university 
honours graduates-but all too often the education approach and curriculum in 
the secondary schools do little to fit them for their probable future, and indeed 
~ay a~t to _aggravate their frustration. Thus our education projects have 
mcreasmgly mvolved an element of curriculum reform to orient it more toward 
agricultural and industrial or commercial values. 

We are also seeking ways to bring more immediacy and relevance into the 
classrooms? an~ at the same time to alleviate the shortage of teachers, through the 
use o~ audio-vtsual media. But this must be done with care ; the instructional 
matenals need to be properly designed to suit Mrican conditions and the teach
ing sta~ handling and supplementing these media require special training. 

In his speech t? the Bank Governors, Mr. Macnamara laid explicit and special 
stress on populanon problems as an obstacle to development. His concern was 
not so much the threat of absolute pressure of population and resources-the 
danger of having insufficient food to eat or space to occupy (although for such 
poor.' crowded little countries as say, Rwanda, this danger is not wholly aca
demic) ; but rather with the drain imposed by extraordinarily inflated popula-
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tion growth-inflated by the conjuncture of contemporary health measures with 
traditional reproduction rates-which results in lower productivity, increased 
consumption requirements and consequent reduced savings and investment. 
He compared two hypothetical developing countries with similar standards of 
living, each with a birth rate of 40 per thousand, and asked what would happen 
if the birth rate in one of these countries in a period of 25 years were to be 
halved to 20 per thousand, a rate still above that of that in most developed 
countries. The country which lowered its population growth would raise its 
standard of living 40 per cent above the other country within a single generation. 
In terms of the gap between rich countries and poor, it was more than anything 
else the population explosion which, by holding back the advancement of the 
poor, was blowing apart the rich and the poor and widening the already danger
ous gap between them. 

This preachment, as you can imagine, was not greeted with universal acclaim 
in Mrica. It goes against tradition; it arouses suspicion of white motives, 
aggravated by the South Mricans' dream of achieving eventually a white 
majority in their Republic; and it challenges the conventional view, inherited 
from the last century, that much of Mrica is empty country awaiting population 
for development. Very few Mrican governments have yet found it politically 
expedient to adopt a policy of population control (although there are some), but 
many individuals recognise the problem and I am confident it will receive very 
serious attention over the next few years. 

But how does one use money, investment funds from the Bank and IDA, to 
deal with population problems ? The direct investments are small ; factories 
for producing loops or contraceptive pills are neither large nor very costly. 
Training of technicians and especially of diagnostic and counselling personnel 
will however require considerable sums. Moreover, to be effective their services 
need to be integrated with broader programmes for improving family health and 
welfare, especially in the rural areas. 

Perhaps the major role of the World Bank group in this area of population 
policy is through education, in two senses. First, we can bring the problem and 
its significance for economic development to general public attention and in a 
variety of forums ; and second, in all our economic analyses and reports, and 
consultations with governments on their development programmes, we are 
seeking to highlight the implications for the specific country of the population 
growth rate and pattern. 

Other Aspects of World Bank Activities 
This is a good point at which to turn from the outline of the objects to which 

World Bank financing is applied and to look at some of our other not strictly 
financial activities in Mrica. These can be summarised under three heads ; 
assistance in preparing programmes and projects; in their management; and in 
the co-ordinated application of external aid. 
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Assistance in Preparing Programmes. This is the primary function of the Bank's 
two permanent missions, one for Western Mrica located in Abidjan, the other for 
the eastern half of the continent in Nairobi. While both the regional offices have 
a numerous clientele-eighteen countries in the one case, sixteen in the other, 
and the prospect of a few more to come-most of the countries are within two or 
three hours by air from these centres. Ease of access and continuity of contact 
is certainly greater than is possible from our Washington headquarters. Each of 
these offices includes technical and economic experts, specialising in the sectors 
of agriculture and road development ; education has recently been added. They 
are engaged continually in reviewing with the various governments their plans 
and ideas for development in these sectors ; picking out those that seem good 
potential objects for Bank or IDA financing and helping the governments to 
prepare them for practical execution. Let me stress the word 'helping'. It 
is not our purpose to identify and shape and justify projects all by ourselves and 
then serve them up fully formed. We try to foster the evolution of projects 
enlisting at all stages the fullest possible participation by national agencies and 
personnel ; helping them by defining the kind of data needed, posing policy 
questions and alternatives that have to be resolved, suggesting how these have 
been dealt with in some other developing countries and so on. In the process, 
of course, we get a better knowledge of the several sectors and the key people 
engaged in them, which is most valuable for many other aspects of our operations. 

The Bank has also been helping several Mrican countries to formulate 
development programmes and policies for the economy as a whole, or for major 
sectors. At various times it has assigned planning advisers to Ethiopia, Ghana, 
Nigeria, Sudan, Tanzania and Zambia. It has undertaken on its own account, 
or as executing agency for the UN development programme, comprehensive 
transport planning studies in eleven countries. It has brought Kenya and 
Uganda together in planning for joint power development, which promises to 
effect very substantial economies for both countries. In co-operation with the 
Economic Commission for Mrica and the Mrican Development Bank it is 
sponsoring continent-wide studies looking toward rational integration of trans
portation, power and telecommunications networks. This kind of assistance will 
continue to be an expanding part of the work of the regional missions and of staff 
stconded or contracted from headquarters. 
Assistance in Project Management. In the agricultural sector we have taken a 
special initiative to help to strengthen the management of projects and of 
agricultural operations generally by organising, three years ago, an Agricultural 
Development Service for Eastern Mrica which is attached administratively to 
the Nairobi office. It consists of expatriates having long and varied practical 
experience in Mrica, some of them former agriculturists in the Colonial Service, 
some successful farmers on their own account. These are people acceptable to 
the Mrican governments, of a kind whom these governments would like to make 
use of during the crucial period of transition and training of Mrican staff, but to 
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whom they are ~able to offer any long-term career prospects. In such circum
stances many were leaving permanently and their specialised qualifications were 
wasted. 

We are employing a selecttd number, eighteen up to now, of these broad
gauge agricultural operators on long-term contracts, and seconding them for 
shorter assignments to organise and run projects and train Mrican successors. 
Because they have job security regardless of the duration of the particular assign
ment, there is no threat to the Mricanisation principle. Members of this group 
have developetl and are running a pilot irrigation scheme in Kenya ; an integrated 
programme of rural development in Malawi ; a mechanised farming schem~ in 
the Sudan, ranching projects in Tanzania and Zambia ; a smallholder tea growmg 
scheme in Uganda; and there are a number of others under way. 

The acceptance and success of this agricultural development service, together 
with the gravity of the problem of management for development programmes 
steadily growing in magnitude and complexity, have impelled the Bank to take 
broader responsibility for finding and supplying managers in other regions and 
sectors. In the past, in Mrica certainly and to a large extent in other regions, we 
have been exploiting a reserve of knowledge and experience built up in the 
colonial and other specialised services. This has been disappearing without 
being replaced in any systematic way. Developing substitute sources that can 
fill even a substantial part of the gap will be a formidable task, but it is crucial to 
sound development progress. 
The Co-ordination of Aid. Improvement is needed also in the way the rich 
industrial countries manage their assistance to economic development. The 
sources and channels of aid to African countries, the criteria and conditions that 
govern its use, are bewildering in their complexity. There is a good deal of 
duplication and some crossing of wires. The recipient countries quite naturally 
want to take the best advantage of all opportunities, but the confusion, un
certainties and frustrations they encounter may turn them to contractor finance 
which, though onerous in its terms, is at least quick and simple to arr~nge. . 

For a number of countries where our own operations and those of bilateral ru.d 
programmes are quite active, the Bank has been asked to organise ~ co-ordina~g 
mechanism called a consultative group. Three have been established so far m 
tropical Mrica-for Nigeria, Sudan and East Mrica. The first two havl! been 
relatively inactive in the past year or two because of political difficulties. The 
East Mrican Consultative Group is the newest and so far the only one organised 
by the Bank for a regional grouping rather than a single country. . . 

Formal meetings are held usually in Europe and attended by seruor offictals 
from the aid-giving countries or agencies. They undertake a comprehensive 
review of the economic situation and prospects of the East Mrican countries, 
singly and in the context of their Common Market and other Community f~nc
tions based on a report in depth prepared in advance by the Bank. Questions ' . 
are raised and views exchanged between the Mrican and donor representatives 
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about the needs and priorities for aid, about their respective policy criteria and 
procedural and staffing difficulties, about apparent overlapping or gaps in the 
application of aid. More frequent, shorter, less formal meetings are being held 
in East Mrican capitals among the Bank's regional mission and local repre
sentatives of the donors, sometimes including officials of the recipient govern
ments and sometimes not-again to exchange information, avoid duplication and 
clear the lines for specific negotiations. 

This modest degree of co-ordination is far from the kind of Marshall Plan for 
Mrica that has been advocated by Tom Mboya, Robert Gardiner and various 
others. I do not foresee any such massive transfers of resources being organised 
in the near future, given the present climate of opinion in the richer nations of 
the world. As regards Mrica this climate is heavily influenced by reports of 
crises and coups erupting in various countries-reports that are not inaccurate, 
but are often out of proportion. Moreover, many people in the Western world 
still retain tribal memories of The Heart of Darkness and the Tarzan films; of 
Mau Mau and the Congo uprising. They do not always distinguish between 
one Mrican country, or even region, and another; and they are largely ignorant 
of the progress and potential that are evident in many areas. 

Today I have tended to accentuate the positive factors, not in any Pollyanna 
spirit but because I believe these positive factors deserve to be realistically 
appreciated. There will doubtless be plenty of difficulties and disappointments 
and not a few disasters during the coming years, but I think Mr. Macnamara's 
target of tripling our investment in Africa is attainable. And I would hope that 
we might help to prepare programmes and establish links that could bring about 
a substantial rise in sound bilateral and private investments as well. I believe 
the Commonwealth relationship, for all its ambiguities and frustrations, can 
also make a most important contribution to this end. 

Mrica can make good use of more investment and aid, but equally important 
it needs to achieve a much greater degree of internal integration to permit more 
rational development of the continent's own resources and markets. And 
Western economic and technical aid must be so organised as to promote such 
integration. In that sense, perhaps, we can begin at once working towards the 
kind of economic framework that could give an eventual Marshall Plan for Mrica 
some meaning and prospect for success. 
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'l'hia is a critioal juncture, but also, I believe one tbat otrere hope. 

The urget need ror action 1e nov aore wide]J" recognised tban • .,._. beton, DO\ . 
f ~~~n 

onJ.y in Eut \l~ in Hest Pa kistan Cld the olltside world, ~ t.bare 1.a erlitft• w 
. A 

respond. The Fourth Plan
1 

aa nov agreed, more than doubles the inv~nt \utpt, 

tor t.he region, and aubttanti&l.]Jr meeta thAt claiu or the Rut Paldlt811 aembtra 
I 

ot the nel or lconca1sta. Th current election capa.ign' should ptovide, ror 

the first time in many 7-.rs, e!'!eoti ve o:rgftll8 of political oonuaunicatiOil -. 
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deQiaiOil1 and tOt' aobUisina popular eff orts toward deYelopraent. 'l'o uke the• 

etiOrt.s and opportunities ettecti ve, a realistic .trategr i s eaaential • and 

it aeema to me that the outlinea or such a s t rAtegy are alao amercing. 

,. · Ite eaa.tce om perbapa be expressed in f our princi ples a 
I ' ' 

1. !he <Mwlop~ent progr• should aim not eo aa.ch at certain 

; 

inveatmet targeta but at producing gooda that the people 

needJ 
I 

' \"-\ 

2 .~ In choosing inveatmmt proj acts and technology those that aak8 
J 

' · rw.leat use or unskillo d and wtdertlllpla.red labour, relat ive to 

capital, should be favouredJ 

.3. Administration, especially ir1 rural areas, should be deoentralised,'\, 

with major reliance on local 1n1tiat i ve and responsibilityJ '. 

~ 

4. ,\ Local resource• of finance and manpa.ter •ust be aobilised ror ;\ 

· investment aore effectively and equitably. 
i \ 
I. 

Like ap..l: broad prineiplea, these have exceptions, but I believe they are nlid \ ~ 

aa general guidelines. 
' .. 
\ 

'l'hey are refiected in the Action Pro gram for Agriculture and Water De.,.l~ \ 

tnent which the World Bank .tatr produced tt<>me three months ago. !he tirn ~ 

ot this pr~~ are al.readT being oarri-xl out, and we hope to enlie\ all the a~n 

ot the Paki~., C.aorUua as well as other sour aea of financial and technical I 
i 

' 
\ 

assistance, vitb the Goven:~aent of PakistAn, in maki:nc it effeotin. 

I 
' \ 

f . 

\ 
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It coaaprlaeaa 

~~ • progr. ror zaaltiplTirlc 8nd dheadna.ting high )'ieldillg 

rioe ftrietiea, w1tb fertilizers and othC' improved inputa 1 
/ 

aup~ by a greatly increased extension e!fm-tJ 

~~ rapid exp~Mion of irrigation through low litt pu~~ps and 

tubewella, de•igned to pennit a winter crop and alao in-

creaM the reliability md yield of the monsoon crop~__.. , • . ' 

!Militate use of i:raproved seed, fertiliser ext better culti

vation M'thod8,.,d to diwraif'y the croppinc pattern; J 

~) oanstructioD ef.la-. aeriee of large polders - artificial 

ialanda below the nood level, protected by dikea,lvhioh 

can be drUnecl in the flood season and irrigated in the 

dJ7 through uae of reversible pumps ard the natural channela, 

uking possible a highly productive agricult\&'"e all-year-road' 

~t - ....,. elaborate studies of hy'drolog am water balance or 
t~ extreme~ ccapl.ex river ~st•e of East Pakistal,with a 

view ~ to defining a f'ea•ible, hopeful~ optiJaula, OOJlbinaticm or 

civU works and other measures for control or the r1 vera that 

nour18h and atfl~t this regionJ and 

(~r • nlllllber or related atudi .. of how the rural econom;y 01111 be 

JUde 110re efficient ani product! ve - iaproved arop varieties 1
1 

nev outlets for jute, livestock md fisher · es developeeD\, the 

~.-tia narketinc lV'•t•, tar~~ econc.tcs and msana of iacnUial 

u'rl.Dp -..d rewn• trca agriculture, the pot.,tial ror pro04teeiftc 

and otb• rural lnduatn•, eM! • •· 
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Let • be olear. The Action ProgMn vhieh the Bank has prepared doea 

not prorlde far univereal nood control 1n Eut Pakistan • not :ret at'ITftT• It 

aillla at protecting eane areas - quit~ l~r~e ar~ae, millions o~ aoree in all -

from noods but not the eat tre countr.r. So far as I knov no one now knon hov 

or whether the whole country ~be prottt~ted, or even whether, on balance, it 

would be adVBf"ltar;eou!; to do so. The hyctrolo~ical studiee I mentioned earlier 

•hould provide a more reliable basis for ~ deoisione. 

Meanwhile the interia development pattern of polden* PUlllPS and tubevella 

anticipates the results of these comprehansive water studtee, It concentrate• 

on what can be done without drastic an1 da~gerous disruption of the natural riYer 

flow, A.nd l.t should perld.t a very aubstantial advance in agricultural teclmol017 -

one might almost aq a quantum j~ovsr a relntlvely short tiM period,.~oreo'I'W, 
the physical works involved require crery littlP. eapit..al ~u:'..pment, Mainl.T heel 

labour. '!'heir construction will serve directly' to reduce the di8treas or tbe 

great m~s or the rw-a1 population - i:rrnediately by pro'rld1ng ftiPloyaeft .. ad ..... 

and ovar a alightl7 longer tima ~by raising agricultural output - r-.. MN 

etreotivel7 th~ capital-intensive industrial projeota. 

Thia pattern of dnelopaent also lenda itselt to nexible deoent.raliaed 

adlllinistration, unli~vut reaeJ"IOir /barrage/canal consplex or Weet Pakista. 

Eaoh irrigated block can be aa ... n !lS thA reach or a single P\JIIIP or well J theft 1 • 

no need far elaborate infrastruct\11"& or e r~ot.e, sophletloated ~~r control 

agency. Each farmer can uee t..h.e ~·.:or ktnr! of th~ Ezy'r; i" em at fir c~ t1\ id~tify the oa
l-4 

o! &J\V breakdOWl and put direct pres8ure on the pw!lp operator 1 who• ·.Jloee a\ h..S, 

to correct it. 

rt 

\ 

\ 
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One vital condition, however, is the formation of effective cooperatives, 

comprising sufficient acreaie to uge the water from one pump. Tl1ese pump group1 

can evolve 1 g1 VV1l proper encouragement and :"'uic ance, into 3tronr, village coopera• 

tivea for other purposes also - to organize the purc-hase of farm inputs, aarket1D1 

of produce, savings and credit and eo on. The Action Prograa stron~l:.r endorse• 

the Government plan to extend throughout the Pro ·-tnoe the gras~roots organisational 

pattern developed md tested at the Comilla Aca.-~emy. 

"'( have dwelt so long on agriculture because of its overwhelming importance 

in re~tonal output and •ployment, ~. its :l.Jun.ense probl.us and potential. In t.he 

construction eector, the country's needs are in lar ~ a part related. to agriculture -

polders and irrigation works, building o:'"' storage facilities and road• to allow 

proper distribution of inputs and ~ale o.r produce. Anri, as was suggested earlier·, 

most oftheae wora can and 8hould be done by hand labour in ample aupplT, and 

locally organiaedJ tor many ot the the Rural Works Pro gran is the proper approaoh. 

Industrial needs aid priorit tee also relate in large measure to the qricnal• 

tural aeotora prooeaaing plants, provision and servicing ot qricultural. inpllta, 

and production ot consumer goods that vlll give incentives and raise living 8tandardl 

for t.he rural population. Sa. of these industries might well be established by 

Cooperative Federations aet up under tl'le Rural DeveloJneftt Progru. othera, of 

course, will be printe ~terpr1ses 1 8'ld the World Bank h.ae recentlT pt·orldecl tund8 

for both IDBP md the S~ Industries Corporation to !inanoe such .. tfl!rpriees. 

Large-acale industry 1n East Pakistan baa expanded rapidly, 1n peroent.ap 

t.-ma, over the pan decade, but trom a very low baae c And the pnenl leftl ot 

efficiency, especiall7 in the public eector 1 is quite unaatiataoto17 - tmdentillaed 

capaci\7 ed h1ch 0011ta. Thia is due partq, no doubt, to pneral Oovwa 1o\ 
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policiea that tend to distort. incentina and inhibit the most efficient. allooa-

tion or scarce capital and foreign exchange, am at feet prl vate and public 

sector industries alike. But it must be said frankl.v that the EPIDC presents 

special and critical problems. With ita haphasard structurtt and archaic bureau-

cratic procedures, it cannot possiblY organise and manage effiaientlT the OYer 

200 crores of inveatmenta already made, to pay noth~ of 4oo' croree of further 

schemes lmderway or planned. A comprehensive ~ationalisation :1s eesential. 

No developmant strategy can succeed 1n East Pakis~ in th'e long run unless 

the population explosion can be c~ed. The family plann'ing progr .. ha~ .. bee 

creditable in comparison with other countriee - but the problem· here ·is •ueh graver 

and more urgent than in other countries. It calls for Ndoubl~effort.. "'· 

We coma finally to finance. The Fourth Plan tugets for East Paktetan will 

require a sharp rise in investment. Most of what is needed in the fir•t ~3 yean 

for the Action Progra for Water Oevelo~nt can be r1·nmoed within tb••• target.., 

but later phases o! the PProgram tdll be much aore co3tly • . And God ~· knowt vba\ 
\ 

it might take to carry out· the lon~-rmee proposal• for broader nood e~t.l'Ol ad 

wate:- use. But the short-run investments s~ould\J'iA].i ntstanding ~hort-~ ~ 
. ' 1·'--

fits and thus generate resoureea for the longer pull. It· is moa\ im~\.,~at 

policies and plane be dev-lsed without delay to recapture same of these. benefit._, u 
' \ ' 

private savinr:s and public revenue 1 to !lutmort the moment11111 of future !Wovtho \~. 

' ' 
This ia a necessary condiUo: both for obtaining foreiP,n aid on. the eoale \ 

'. ' '"'-, 
needed over the next few years, and for progressively becoming independent '.,of neh ~\ 

' I ' \ . ' 

aid later an. The aid-givers represented in the ?akistan Consortiua, under t.~ Bllnlr\ 
\ ·. 

\ 

. ,\ 
\ \·:. 
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chai.rlun•'11p, are fa ·rourabl7 disposed toward East Pakistan at preaentJ the7 

aim to shift the main impact of aid froJI the Weat to the Eut Wing, in line 

wl. th Government's own professed policy. The strater3' and progr• that we han 

worked out. with t-ee Government seen·us to be a good frUlework for doing 110. 

And despite the physical, sociolop,ical, econOI"ic an -~l doubtless political obetaalea 

that have to be"ii!& ..,_t.a, we must succ-.d. 
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The Role of Management in Developing 
Countries 

When I was asked to give a talk to the Pakistan Management Group, I was 
naturally flattered, and also a bit diffident. The very name of the Group radiates 
prestige, which is confirmed by the presence here today of so many distinguished 
figures from Government and the business world. The Group's purpose, I was 
informed, is to promote recognition and raise the standards of management as a 
profession and in this field I can claim at best to be an interested, moderately 
informed ronateur •. 

still the organization that I represent in Pakistan, the Wor]<J. Bank, is an 
insatiable user of consultant services, including those of management consultants. 
And in my own contacts with a . couple of dozen developing countries over the years, 
and at least superficial acqua.;.intance with the progress and problems of numerous 
development projects in a variety of fields., it has been borne in on me again and 
again how crucially important is the management factor in determining success, 
or lack of success, in the development process; and how very much we have to 
learn about adapting and improving management techniques to meet the increasingly 
complex, repidly changing needs of this process. 

Most developing nations, including Pakistan, inherited from the period of 
colonial or semi;foolonial rule in the past century a dual pattern of management-
governmental administration on the one hand., private enterprise on the other. 
Call them,' fo:r short, the Hbureaucratic'' and the "entrepreneurial" mode, 
respectively. In both .the dominant figure, the ultimate authority, has been the 
generalist -- or more precisely the professional layman, one whose professional 
pride it is to be a non-specialist. This.·was characteristic of the ICS .or the 
Colonial Service, on the one hand, and on the other of the prototype business 
tycoons in Europe, America and later the developing world. 

In other respects the two managerial patterns diverged and in part were 
- opposed, though interdependent. The bureaucratic mode stressed hierarchy and 

precedent; defining and limiting authority at each level and discouraging uncalled 
for initiatives. It has tended to hold its executants accountable more than to 
encourage their taking responsibility, and to advance and reward them in relation 
to their survival capacity through the seniority principle. 

The entrepreneurial mode, on the other hand, put a premium on 
initiative, flexibility, imagination and daring, often to the extent of flouting 
accepted social values and customs. It paid off not on ability to avoid or survive 
difficulties, or maintain a stable equilibrium, but rather on breakthroughs-- on 
the identification and exploitation of novel opportunities. 

In attempting to define these different emphases I don't intend any invidious 
connotations. For both modes of management have made essential contributions 
to economic and social development : the bureaucrat, the agent of stability, social 
order, and protection of the public interest; and the entrepreneur, the trail-blazer 
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into new frontiers of industry, commerce, and for that matter, education and 
culture. And the:Jimitations & aberratiomof each have in some measure been 
limited or offset by the other. Over considerable periods stability was 
maintained without becoming stagnation; private advantage, assiduously pursued, 
proved to be not irreconcilable with the public interest; and economic efficiency 
and technblogical progress were reasonably well served within a social order 
which, though subject to increasing strains and criticisms, commanded general 
acceptance. 

It is a truism, I think, that this equilibrium has been deteriorating in 
recent years almost everywhere in the world. The dichotomy between the 
public and private sectors has been eroded, and the qualities from which the 
bureaucratic and entrepreneurial modes, respectively, derived their strength 
and legitimacy have become confused or enfeebled. 

I 

The reasons are not hard to identify. The exigencies of polities, and 
of technological and institutional development) have compelled the State to 
reach out more and more beyond its original concern with law and order into 
spheres of economic regulation and active entrepreneurship. Senior civil . 
servants, whether as part of their expanding professional duties or after retire- · 
ment as r~ward for services or favors rendered, increasingly enter the upper 
reaches of the business establishment. And as the larger private concerns 
have vastly expanded the size and complexity of their activities, their bureaucratic 
characteristics are enhanced, and the scope for personal initiative and control 
is reduced. 

Inevitably, also, these huge business corporations and their counterparts 
in the public sector (such as the railways, airlines and power companies in 
most countries, and the oil and gas monopolies that exist in §.everal) are less 
and less subject to any outside influence or control, whether by the Government 
or by their owners, the shareholders, even when the two coincide and Govern
ments are the shareholders. They are run by their employees, full-time 
managers who alone can understand and keep track of their inner workings. 

Given the essentiality of the goods and services which these mammoth 
enterprises provide, the size of their investment and the complexity of their 
operations, it is clear that they must be reasonably insulated from interfering 
amateurs or self-seeking politicians. There is no satisfactory substitute for 
professional management. Still, one longs for the clear-cut functional division 
of an earlier day, and seeks for ways of reinforcing the public service traditions 
of integrity, disinterestedness, and consistency, and the private enterprise 
virtues of initiative and flexibility, that will be effective in the present, fast
changing politico-economic environment. 

This poses a major challenge for politicians and public policy makers 
but no less so for the manag~ent profession. For the increasingly sophisticated 
management tools that are now being developed need to be applied imaginatively 
not only toward achieving greater efficiency in the micro-economy accounting 
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methods or the handling of materials or paperwork in a particular enterprise but 
also toward improving the rationality of decision making and the quality of the 
resulting judgments and actions in both public and private entitieso 

This is a tall order, to be sur eo But let me give a few examples of the 
kind of problem I have in mind 

I have touched ·on the general question of the changed roles of public 
and private managmento Their automatic balancing, to keep private interests 
in general consonance with the public welfare, can no longer be taken for 
granted--or even be consideredp!auslole in a wide range of modern economic 
activity. However, the alternative usually suggested--nationalizing of large 
scale industry and commerce--has not been outstandingly s'a~isfactory either. 
There is little evidence that State-owned enterprises are typically less costly 
to the consuming public, or more responsive to their legitimate needs and 
complaints, than profit seekers. Indeed, given the nature of corporate 
bureaucracy, this is hardly surprising. A government enterprise has no effective 
competition and runs little risk of financial failureo It is not really expected to 
make a profit, indeed may well be criticized if it does so, and its losses tend to 
merge indiscriminately with the debit side of the Government budget; their impact 
is spread over the whole population; and no particular individual or group has a 
crucial interest in making the most of opportunities for earningsor savings, 
perhaps at considerable personal risk but with chances of even greater gains. 
One of the great challenges that face experts in managm.ent is to find effective 
ways (a) to maintain (or reintroduce) opportunities and incentives for initiative 
and ilUlovation in public, and large-scale private, entities; and (b) to subject 
these entities to the degree of governmental supervision that is needed to 
prevent conspiracy against the public interest or abuse of public trust, without 
stultifying initiative and reducing efficiency to a low common denominator. With 
some diffidence I suggest a few general approaches. 

First, the development of diversified, reliable sources of economic 
information will, on the one hand, help the manager to assess opportunities and 
problems, and make more realistic decisions~ in the operation of his enterprise; 
and on the other will enable Government supervisory agencies to check more 
efficiently and objectively on whether he is meeting the requirements of law and 
public policy. Recent development in statistical technique and access to computer 
services permits the assembly and use of information beyond the wildest dreams 
of the previous generation. Some 18 months ago, at the request of the Government 
the World Bank sent out a team to make a comprehensive examination of Pakistan's 
statistical · system, and recommendation for its improvement. The draft report 
of this mission has been under review by the Government agencies concerned 
for some time, and a number of its proposals have been endorsed or put into 
effect. We hope and expect over time- - and it will take time-- that implementation 
of the recommended program will substantially improve the quality, consistency 
and timeliness of the statistical basis for economic decision- makingo 

I 
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Second, a special aspect of information gathering is accountancy-
the compliation of financial data so as to show as clearly and reliably as 
possible whether (and often why) an enterprise is going well or badlyo Modern 
accounting is far more than book keeping; its concepts and methodology have 
become highly sophisticated; and it can. be an indispensable tool of economic 
and financial analysis, of guidance to management, and of public regulation 
without too rigorous controL The progressive establishment of uniform 
accounting standards, taking advantage of the latest technical advances, should 
help both the entrepreneurial and the bureaucratic roles to be performed 
more rationally and efficientlyo 

Third, there is the matter of contracting practiceso This is an area, 
it seems to me, where standardization and strict observance of procedures is 
of the highest importanceo Always, of course ~ there will remain some room 
for judgment and controversy; every unsuccessful bidder alleges collusion and 
fraud if he thinks he can make a plausible case, or even cause embarrassment 
to gain added leverage on the next go-rounda But if the rules are clearly 
defined and observed, not simply mechanically but .th evident and Lntelligent 
good faith, then the number of protests inevttably declines; the trouble and 
expense to the complainers becomes excessiveo I was told recently of one 
European country · where it is a legal requirement that bids on contracts for 
public entities be evaluated and awarded within a fixed time after openingo __ 
Then, during another fixed period, any dissatisfied bidder has an absolute~(f"ight 
to examine all the competing tenders, and all the documentation of the tender 
evaluation committee, the supporting and opposing technical memoranda, etc. ; 
he is given a private room and all the time he needs to go through the files to 
see if he can find a flaw in the judgmento In the past several years, I 
understand, only one rejected bidder has availed himself of this opportunity and, 
after spending a couple of hours with the documentation, he agreed he had no 
case. Pakistan, I am afraid, has not reached this utopian stage in its contracting 
procedures. 

In projects financed by the w·orld_ Bank Group, we make a special 
effort to ensure that generally-accepted standards for tendering are followed, 
and I have been the target of a good deal of tendentious or abusive correspondance 
as a resulto But that is all part of the process of getting a proper routine 
established; onee there is confidence in its integrity then it is routine. 

I admit to a certain bias toward private enterprise 3 with all of its 
deficiencies, as a pattern for organizing manufacturing industryo But in a 
colmtry like Pakistan private enterprise, however effective:~ the governing 
policies and incentives , cannot fully meet the National objectiveso The 
Government needs to hav~ :some instrument through which to undertake 
projects that are not prof~table in the short run but are desirable on other 
grounds--projects of a trial nature, or which have important demonstration or 
trainLng effects, or which· afford valuable linkages or create employment in 
especially depressed areas, or whatevero This is what the PIDC s were set 
up for in the two Wings. I think the fairly recent appointment of a first-rate 
professional manager as Chairman of the WPIDC is a most encouraging move~ 
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The EPID C is no less in need of professional management assistance. 
It bulks even bigger in the industrial economy of the Eastern province, because 
industry as a whole, and the private sector in particular, is much srnailer 
there than in the West Wing. It has sponsored over a hundred manufacturing 
plants, with investment in excess of 200 crores--a big operation by any standard. 
Several major new projects look promising, especially a proposed petrochemicals 
complexQ But the Corporation's growth has been haphazard and its performance 
far from satisfactory. It is a classic case requiring study and recommendations 
in depth by a highly competent management consulting firm, leading (1) to more 
effective autonomy for EPIDC, with Government control exercised indirectly 
through setting performance goals and continuing or changing the management 
in accordance with their fulfillment of these goals, rather thanthro~hspecific 
directives; (2) to revision of its financial structure to convert part of its debt 
to Government into equity or quasi. .J.. equity; (3) to rationalization of management, 
perhaps separating the promotional/investment function from the operation of 
specific industries, but with effective procedures for financial control and per
formance evaluation; (4) to reform of its accounts so as to provide a clearer 
picture of real costs and retu.rns, distinguish between commercial and non
commercial activities and enhance operational flexibility; (5) to putting the 
management of the corporation and its operating subsidiaries on a professional 
career basis--with criteria, conditions, continuity and incentives that are 
appropriate to a financial/ industrial enterprise rather than to an adjunct of 
Government; and so on. 

Another area thatr think deserves priority attention for study and 
advice by management consultants in Pakistan is the relation between large 
and small industrial units. One of the more encouraging aspects of the 
country's economic development has been the success achieved by dozens of 
small industries. Their financial resources are limited, their premises 
often cramped and ill-equipped, but the skill, ingenuity and adaptiveness shown 
by many of them is quite remarkable. Henry Ford started with a bicycle repair 
shop, and no one can say how many potential Fords there may be in the little 
metal-working plants that line the Grand Trunk Road north of Lahorec In the 
early stage ?f their growth--and permanently, for the great majority that 
will never expand beyond forty or fifty employees-- their prosperity, their 
very survivial, depends on finding and holding onto some chink in the industrial 
economy that is not preempted by the corporate giants. There is a natural 
tendency for these latter to seek maximum extension and integration of their 
output, bringing all the component parts and processes under direct control, 
and in doing so they have the advantage of access to credit and import 
licenses on favourable terms and of more assured supplies and markets. 
The small industrialist is squeezed out, even though he may actually be more 
efficiente It seems clearly desirable, from the standpoint of economic and 
social considerations alike, to encourage a system by which the big, complex, 
capital-intensive equipment industries will contract out an important share of 
their components to smaller suppliers. This would require, no doubt , 
increasingly more refined analysis of industrial processes,yost breakdowns 
and possibilities for advantageous division of labor, more sophisticated 



6 

specifications and quality control, more consistent methods of subcontracting 
and procurement, than are now prevalent. And that, as I said earlier, is a job 
for management expertise. 

The need for skill and imagination in the application of managen1ent 
techniques is not, of course, confined to industry. I have already touched on 
some areas of Government activity which need attention, and many others 
could be cited. Take the Indus Basin irrigation system. It has a history of 
something like 5, 000 years, but its character has been drastically changed 
just within the past decade, through the introduction of two new factors: the 
provis~on of enormous storage capacity by the Mangla Dam, and later 
Tarbela and its subsidiary reservoirs; and the development of tubewells, 
serving in varying degrees to provide supplementary irrigation water and to 
combat salinity. 

Previous irrigation depended on the natural seasonal flow, its 
utility progressively enhanced by an expanding barrage/canal system. The 
two innovations mentioned, however, make the seasonal factor rnuch less 
significant, and permit efficient and rational use of the total water availability 
the current flow plus the annual accumulation, plus the underground perennial 
stock. But its effective use requires a very highly integrated system of 
management as well. It was sufficient, a decade or two ago, to have an 
agreement by which Punjab would assure a minimwn flow of X cusecs into the 
Sind between the dates A' and B. Each province could then allocate and 
administer the water to which it was entitled in relatively simple fashion. 
Now, however, optimum use of this crucial, scarce resource requires that 
the water balance--releases from the reservoirs ~- the allocation to various 
canal systems and pumping from public tubewell~-~be adjusted continuously, 
throughout the system; in effect, it has become a computer operation. 

With the breakup of One Unit, the availability and use of water comes, 
even more than before, a matter for political pressures and negotiationQ But 
the essence of modern management is ability to reconcile the requirements of 
human relations ( Wbich is another name for politics ) with those of technology. 

Let me touch briefly on one other aspect of management needs in 
the rural sector. In East Pakistan, given the tiny fragmented plots that are 
typical of most of the province, it is very difficult to bring essential agri
cultural facilities and services to individual farmers through the medium of 
the conventional Government organization.. It is simply not feasible to 
employ enough extension agents, of a standard of competence which the canny 
farmers would accept and respect, to reach every village, to say nothing of 
every cultivator. Sirnilarly, for the operation and maintenance of tubewells 
and low lift pum.ps for irrigation--tens of thousands of them ~ widely scattered 
the deployment of pump drivers and mechanics in sufficient numbers , from a 
single central organization, seems unworkableo The chain of command 
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would be too long and loose, supervision too difficult, and motivation for good 
performance likely to be lacking or even perverse. For example, a pump 
driver assigned out from Dacca or District headquarters to a remote village 
is unlikely to feel much responsibility toward the villagers; indeed, when he 
feels homesick on occasion, · it may be all too easy for lim to arrange the 
breakdown of the pump, and get a few days off until the repairman comes, wi.th 
relative impunity. Similarly again, the government machinery for allocating 9 

supervising and recovering agricultural credit, and also for organizing the 
distribution of fertilizer or pesticides, cannot deal effectively with one lakh 
villages and a crore of individual farmers. 

Ten years of careful study and demonstration at the Pakistan Academy 
for Rural Development in Comilla evolved an ingenious alternative system of 

' organization that bids fair to solve this dilemma. It involves the concentration 
of Government services supporting agriculture at the level of the thana, a unit 
of roughly 200, 000 population, large enough to permit and justify the assignment 
of really competent technical and supervisory staff, yet not out of reach of the 
surrounding villages. The governmental structure is complemented by a grass 
roots network of village cooperatives, grouped in thana federations that can 
provide financial reinforcement and supervision and organize supplementary 
services - - such as rice and oil mills, cold storage plants, mechnical 
workshops, etc. All the promotional and operational work at the village 
level -- administration of credits, distribution of agricultural supplies, 
demonstration of new techniques, operation of irrigation pumps and mechnical 
cultivators -- is carried out within the cooperative framework 7 by members of 
the village chosen by their peers and them given intensive training in the 
relatively simple specialities involved; and this training is continuously 
reinforced by weekly sessions at the thana development center and by 
occasional visits from the Government technicians stationed there. Their 
performance is constantly checked and subject to criticism by the member~ 
of the village community, who have a keen sense of their interests and a 
pretty good lmowledge of the qualities and wealmesses of the men they choose 
as their agents. If the pump breaks down too often, or the demonstration 
plot is not properly weeded, or fertilizer is not available on time, disciplinary 
action does not depe d on whether someone way off in Dacca gets wind of the 
defect; the villagers themselves demand performance, or get rid of the 
offending worker in simple and direct fashione And if there is corruption in 
the collection of credit dues or in the sale of agricultural supplies, it is not 
the remote Government, which is fair game for everyone, that is cheated, 
but rather the cooperative managers' own neighbors, who are likely to react 
vigorously. 

Introduction of this · "Comilla approach" province-wide was delayed or 
resisted for several years by politicians who were understandably wary of 
grass roots farmers' organizations, independent of control by party or Basic 
Democracies, and by some elements of the provincial bureaucracy who 
feared the loss of part of their function and authority. 
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But the logic of this approach, its relevance to the unique problems 
of East Pakistan, is now generally recognized. Its application throughout the 
Province, on an accelerated basis, was finallyapproved toward the end of last 
year, but of course was interrupted by more recent events. Both a test and a 
necessity for full return to normalcy, and to the possibility of economic progress 
in East Pakistan, is the extension of this integrated rural development program 
as rapidly as possible. 

In all these various fields -- industry, commerce, the public service , 
rural development, and so on--the importance and need for truly professional 
management is increasingly recognized, very much more so than at the time of 
my first contact with this country over a decade ago. The availability of 

· managerial experience has expanded even more greatly. The junior members of 
the founding twenty families, or whatever the number is, get advanced training 
at Harvard of Manchester, and come back to Pakistan with a greatly enhanced 
sense of what their industries can accomplish and how they need to be adapteci 
Despite the continued strength of the family feelings, moreover, there is 
increasing recruitment of professional managers from outside, and reliance on 
independent management consultancy. 

The latter seems to me especially important. For it is the independent 
consultant who can bring to bear a fresh, disinterested analysis of the problems 
of a management that may have become set in its ways, and can transfer this 
insight-- which if it were obtained through · a strictly in-house analysis, would be 
jealously guarded against contingencies or competition-- and apply it to analogous 
situations elsewhere. 

In his message to the Seminar on Management Consultancy earlier this 
month~ President Yahya Khan emphasized the important role that consultants can 
play in the promotion of economic growth in Pakistan. He also stressed the need 
for the country to develop consultant serviees of its own, well acquainted with the 
production conditions~ social attitudes to work, available skills and concepts of 
management that prevail and are suitable in Pakistan. 

This is a view with which I am in enthusiastic accordo It applies 
particularly to an aspect of counsultancy work in which the World Bank Group 
is especially interested-- the evaluation of development priorities and projects 
and preparation of feasibility studies. In this work knowledge of local resources , 
markets, administrative practices and labor conditions is vital. Foreigners can 
acquire it, of course, but sometimes inadequately and always at considerable costo 
Moreover, insofar as feasibility studies are done ad hoc, by separate foreign 
consultants brought in for each individual project, there is little continuity. The 
information and understanding expensively acquired in the course of one investi
gation is not available for the next. Possibilities of alternative patterns of 
resource utilization, of external economies ~ of · backward and forward linkages , 
which might result in substantially better projects and a better integrated overall 
program , may fail to be identified. So I am greatry pleased at the evident progress 
of local consulting firms, in getting established and recognized and acquiring 
experience. 
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They are not, of course, omni-competent, any more than the foreign 
fir ms8 And often the respective capabilities of local and foreign consulting 
groups may complement each other admirably. Collaboration and joint ventures 
will often make a lot of sense. 

External aid givers frequently offer, or insist on, the services of 
consultants of their own nationality (or in the case of the World Bank, from a 
wide selection of nationalities) in connection with projects for which they provide 
financing. Sometimes these services are necessary or highly desirable; all the 
know-how required may not be available locally, or the foreign consultant may 
know better how to explain and justify the project to the aid-giving agencyo However 9 

there is often I belive, an excessive reliance on international consultants--partly ~ 

no doubt, due to their widespread lobbying efforts. At any rate it would make 
sense, as a general rule, to require that any international firm employed on such 
jobs have a local associate, for the reasons cited earlier. 

When I agreed to the title for this talk "The Role of Management in 
Developing Countries", I didn't have the faintest idea what I would say. I thought 
I might touch briefly, perhaps 1 on some institutional problems of the East African 
Community, with which I was closely acquainted a couple of years ago, or on 
issues of industrial policy in a Latin American country. But I found that Pakistan's . 
problems are quite numerous and varied enough for this occasion, so I trust you'll 
forgive this more limited focuso 

This is a period when the strains of economic and institutional 
development in Pakistan are especially severe. I pray and trust they will be 
resolved successfully and soon. And I believe, as I said earlier, that the manage~ 
ment profession can make an important contribution to the effectiveness and 
smooth working of whatever pattern emerges. I wish the Pakistan Management 
Group all success in its efforts to this end 
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_____ S __ P_EE_C_H_T_O_S .. ErHi- i-\R O ~l EDUCATION, E?·iPLOYr,1ENT A~lD EQUITY 

Distinguished Participants: · 

:rhi s seminar is of i nte·res t to the ~~orld Bank from seve-ral standpoints. 

In the first place, it stems in part from a visit to Indonesia early last year 

by t~1r. Fred Nossal, 'IIho maintains contact \~lith this region on behalf of the 

Bank 1 s Information Department. He met a number of journalists, Government 

information offi.cials and members of th~ administration and faculties of the 

University of Indonesia. In some of his conversations -~ I am not sure where 

he dropped the first seed he described a seminar on educational strategy that 

the Bank had helped to organize in Nigeria in 1973~ and there was a quick 

response from several sources: why not do something similar here? 

For education is a major concern of the World Bank as it is of the 

Govnrnment -- in Indonesia. We have provided financing for threi educational 

projects so far -- in t~chnical and agricultural fields, respectively, and for 

an ambitious program of teacher training and text book preparation for the 

pr·imary school system in general. Last year \'ie mounted, in cooperation \vith 

UNESCO, a comprehensive survey o"f the education a 1 secto-r \'lhi ch, afte-r revi e\·i and 

discu~sion with the Government, defined a series of further projects covering 

a wide spectrum of education and training activities. A Bank mission is here 

at present to appraise the first group of future proSects. 

But education is not an end in itself -- at least not for most 

Indonesians, a~d certainly not for the Government or the World Bank. It is a 

1nean s of enhancing the people's. social and scientific understanding, their 

1. ~ductive and administrative capabilities, their contribution to the national 

.. /2 
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progress and welfare-- and their personal progress and welfare as well. 

Hence wer e introduced, as the idea of a seminar on educational ~trate91 

too~ shape, t he t wo other elements that comprise our pr esent theme. In English~ 

as it happens, Education :» Employmen t and Equity ar·e nicely euphonious. But ~ 

more important, there is an essential inter-relation among the three concepts 

in the pursuit ·of Indonesia's development purposes. 

Over the next quarter century, according to recent estimates put 

forward by Professor Sumitro, the Indonesian population is likely to increase 

from about 130 million now to ·about 250 million, of whom 146 million would be 

living in Java/Madura. This assumes determined efforts and a considerab"le degree 

of success in family planning and transmigration programs; other estimates 

· . suggest still higher population growth rates to the year 2000 and beyond. And 

the proportionate increase in the labor force in eny case would be greater still. 

The coutit ry's natural resour ces already known, and t echnologies already proven, 

should be adequate, if properly developed and applied, to provide for the necessiti es 

of life to this larger population, and to allow a tripling or more of income per 

head. 

But this modestly optimistic scenario wili - not be -accomplished _simply· 

by . continuing to do the same th~ ngs, or -more of· the same things·, -as heretofore. 

Professor Sumitro points out- that the anticipated average population density 

in all of Jav~ would rise to over 1100/km2, higher than in urban zones of 

Europe at present; in effect the entire i'sland \·tould be urbanized -- wh11e still 

having to obtain much of its food supply_ from highly intensive, garden-type 

agriculture. The problems of regulating land use, protection of soils and 

water supply, disposal of wastes and so on will increase in geometric proportion. 

Social relationships and attitudes will be fundamentally affected • 
.. /3 
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The still great.__r r·u.te of gro'llth ·i n the labor force, t ogether vd t h 

char.ges in the structure of the economy , highlight the problems of emplo,; :~n t 

creatior1 and distribution. Mu ch of the resource developm2nt that is taking 

pl ace~ and should continue to expand rapidly in future-- in oil, hard mineral~ 

~nd timber9 fo~·example -- creates di rectly only a limited number of jobs; and 

increases in productivity -- in agricultural yields or through a shift from 

tradit ·ional crafts to _modern industrial processes -- expand employment only at 

rather high capital cost, and· in some tases may even reduce employment 6y -

putting activities with very high labor content but low value added out of 

bu.siness .. This is not a plea for preserving extremely __ labor_j _ntensive _b_ut ..... :-~--·-- ____ . __ 
.!.. 

_economically marginal traditional systems of rice harvesting or han·a·~poundi~~g - -- · 
- -- - -·- --- .. ---- .. __ .. .. -· --· ..... . . , 

1 es s and 1 es s \·Ji 11 they yield enough for decent subsistence -- but for a techno-
. -· .. .... . . -

logical mix that can expand productive employment opportunitie~, and for incentive 

policies designed to encourage its use. 

Some of the resultant educational needs are reasonably self-evident; 

·others have been analyzed and discussed at length- in educationa·l literature and 

at international forums. But the extent and pace of the impending changes, and 

the scope of the social adjustments that Hill be necessary to absorb them and 

give them constructive direction, seem to demand ne\~ channels and methods as well. 

Great masses of people are going to have to adapt within a very short time. 

Hence the increasing interest in non-formal education, that can bring and demon-

strate techniques for higher _productivity ~nd better use of land directly to working 

farmers, or bring training in skills into closer touch with actual requirements 

and £onditions on the shop floor. Often tha educational process will need to 

work through unofficial institutions -- farmers' cooperatives, labor unions and 

the like. Radio and TV programs, taking full advantage of the forthcoming 

communicat.·ions satellite, should be developed on a n:as.sive sca1e --· and \'ti11 
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require vast amou .. ts· of ti me and talent .. 

It has . ~r.equently been noted -'~~a t economic d~velopment,_ par·.ticularly. 

in the earl y transitional stag~s, is not general ly conducive to economic 

equa1 .. ity. \4hile incomes- may increase mi the average, and al.so at t he lower · 

l evels in absolute terms, the relative gap between richer and poorer groups, 

their respective proportions of the total national output, tend to diverge 

farther. This is h~rdly surprising. The shift to a more monetized economy, 

the changes in traditional value relationships, give an advantage to those who 

have money and experience in using it. Compound interest compounds ~nd. capital · . 

gains become new capital. That helps to fuel the engine of development. 

But that is not its entire working. For sound, self-sustaining economic 

growth depends on th~ cooperation, hard work, expanding skills, often the prac

tical inventiveness of a ~~ide stratum of the population. It requires a level 

of health among the general public that permits them to be increasingly productive. 

It depends on their growing ability to buy the products of industry and commerce. 

Above all, it depends on reasonable maintenance of political stability. 

~o a striving for equity in distribution of the benefits of development 

is important to the development process itself. t~ore fundamentally, it is a moral 

imperative, . an o.bligation of a society founded on mor~l principles._ I do not 

mean to suggest complete· equality of incomes, or anything like it, as a 

practical, or even desirable; objective. I suggest merely that sound public 

policy \~ill diligently seek and pursue means to alleviate the most abj2ct, "absolute" 

poverty, to open \~i der opportunities for advancement to the mass of the people 

(and thereby take greater advantage of their potentia1); and to protect them 

.• /5 
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·agai 1st gross exploitation. Sp2c i fically, i t ~tii 1 1 ~itigate the convent : "':tl 

discrimination, prevalent in most countr i es , against th e .poorer gro ups and :n 

favor o.f the Y' iC.h?r· i~n· the allocation of t ax bur dens and -of subsi criz·2d publ ic · -

services Ona of t he m6st import ant of the l atter, certainly, is education. 

Repelita II embodies these policy aims, and they are reflected in a 

number of governmental·decisions and actions, especia11y in the past year--

sharp expansion of the Kabupaten works program, its extension for the building 

of thousands of schools and health centers, the increase in teachers' and 

medical workers' salaries, price policies for rice and .fertilizer, and others. 

The World Bank is giving support to these and similar ~fforts through 1t~ 

projects-- ongoing or well-advanced in._preparation ~-for education, urban 

development. and water supply, transmigration, smallholder agriculture, irrigation~ 

population and nutritional improvement. It is cooperating with Government agencies 

in several relevant research projects. 

I should perhaps make clear that, while we offered a small grant of 
_ . lUll. • I 

funds against the expenses of this Seminar, the Government decided to finance 
. • 1:· 

.al"l these costs itself, as part of its contribution to the 25th Anniversary of 

the University of Indonesia . . Our contribution to the Seminar of some background 

materia 1 and experience around the \~orld \'/as accepted. Ue are very glad to 

participate here; to pursue with you in more specif~c terms t~e intertwined 

thread·s of Education; Employment and Equity; to join 1n congratulations to the 

University on its first quarter century and its challenges and prospects for 

the future. 

Thank you. 

**'~** ***** ***** ****-~ 
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IN MOST of the countries in Asi~ at their 
present stage of economic development, a 
vigorous, sustained industrial gorwth is 
virtually a condition for their economic 
viability, for productively employing the 
great mass of their populations, and for 
substantial improvement of standards of 
living and welfare. 

To be sure, in most of the Asian coun
trie<> there remain considerable primary 
resources - mineral potential still inade
quately explored, agricultural possibilities 
far from being realized - and these should 
certainly continue to be developed. But in 
almost all these countries, also, the prin
cipal resource is the growing labor force 
and the under-utilized manpower that is 
being displaced from marginal agricultural 
production; and the major opportunity 
for expanding export revenues lies in the 
rising demand, in both developed and 
developing countries, for industrial goods. 

indeed, the primary production sectors 
as well depend increasingly, for their 
efficient development, on the emergence 
of specialized domestic industries to supply 
the necessary inputs, repair and mainte
nance facilities and logistic support for 
which foreign sources are becoming less · 
and less advantageous. 

At the recent UNCT AD Conference in 
Nairobi the the bargaining power of 
the Group of 77 (or 112) was focused 
mainly on the proposals for Commodity 
Stabilization backed by a Common Fund. 
This concentration is understandable but, 
perhaps somewhat misdirected. There is 
no doubt whatever that the existing sys
tem by which the prices of the major 
primary commodities are determined needs 
to be fundamentally reformed, in the 
interest not only of equity as between 
producers and consumers but also of in
vestment and trading efficiency. A similarly 
disruptive pricing system has been ~onsi
dered unacceptable and has been cOrrected 
in substantial measure) for major industrial 
categories for the past generation or more. 

THere are, hm·;ever, serious doubts 

that commodity• stabilization - when it 
is achieved, and it will be within a very 
few years - will greatly improve the 
Asian countries' share of the world's 
wealth. Massive fluctuations can, to be 
sure, be mitigated - to the benefit of 
everyone - but commodity prices in real 
terms, over time, will average much the 
same as would have prevailed in the absence 
of the stabilization arrangements. The re
cent experience even of OPEC. in a situa
tion uniquely favorable to producer in
terests, is instructive. 

But the potential for securing a greater 
share of the benefits of international trade 
looks much better in the industrial sector, 
in various ways: first, through more ad· 
vanced processing of primary materials; 
second, through intra-regional trade; and 
third, through the development of indus
tries oriented toward exports, whether 
resource-based or not, especially to the 
richer industrial countries. 

A justified plaint of the raw material 
producing countries is that they are paid 
only a fraction of the value of the ultimate 
product - the rest being skimmed off 
outside the country in trading profits or 
processing margins (often both accruing to 
the same international companies). The 
case for developing more advanced pro
cessing facilities within the primary pro
ducing countries seems overwhelming. It 
saves on transportation costs for the se
condary products. 

It permits more efficient use 'Of by -
products, and stimulates ancillary produc
tive acti 11ities. It provides employment and 
work experience for both unskilled and 
(especially) skilled manpower. It helps to 
diffuse the polluting effects of certain 
industries (e.g. metallurgical and chemical 
plants) away from population centers in 
developed countries to primary producing 
regions that are ohen less crowded. Above 
all it gives the producers access to a broader 
and more varied range of customers, to real 
competition, and hence almost certainly to 

. rnoro remunerative markets. 
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Among such mark~ts, of course, are the 
domestic and regional ones. The higher 
export price margins for products processed 
to an advanced stage - forest resources 
sold as plywood, hardboard, furniture, 
pulp and paper, rather than merely as 
selected raw logs; or oil and gas resources 
transformed into petrochemicals .._ are 
associated with lower prices for these same 
processed materials in the domestic mar· 
ket. After all, the transport and handling 
costs, to send the raw material abroad and 
get the finished or intermediate product 
back, a.re not negligible. And this consi
deration is highly relevant to the subject of 

regional integration; for secure access to a 
market more ample than a single national 
economy may help to ensure the econo
mies of scale needed by a high-technology 
industry to be fully efficient, and enable it 
to survive in times of intense international 
competition. 

Industrial Production Integration. The 
potential for integration of industrial pro
duction and markets in various regions of 
the developing wor'ld has been the subject 
of much discussion and analysis but, un
fortunately, insufficient practical action. 
The desirability of regional integration, it 
seems, is clear and unchallengeable . 

To be sure, it is sometimes argued that the 
economies of the ASEAN countries, or of 
the Sub-continent, are so ·similar in their 
structure that regional exchanges would 
amount to little more than taking in each 
other's washing. 

But in reality there exist important com
plementarities, clear-cut comparative ad
vantages, as between the different coun
tries in these regions. The nitrogenous 
fertilizers which Indonesia could produce 
in abundance could be exchanged with the 
Philippines tor phosphatic fertilizer, pro· 
duction of which would make use of the 
sulphuric acid efflux from the Philippine 

The potential for integra
tion of industrial produc

tion and markets in 
various regions of the 

developing world has 
been the subject of much 
discussion and analysis 

but, unfortunately, 

Population (mid-1973), GNP at Market Prices (1973), GNP Per Capita (1973), 

insufficient practical 
action has been done. 

The desirability of 
regional integration is 

clear and tmchallengeable. 
Industrialization can be, 

indeed it must be, the 
principal engine of 

economic growth for 
most of the developing 

. countries. Given suitable 
strategies and policy 

framework, several more 
countries may take off 

industrially. 

and Average Annual Growth Rates (1960-73 and 1965-73) 
GNP at market prices rounded to US$ tens of millions. GNP per capita rounded to nearest US$10. 

GNP at market prices Growth rates (%) 

Amount Per Population GNP per capita 
Population (US$ capita 

1965-73 No. Country (000) millions) (US$) 1960-73 1965-73 1960-73 

China, People's Rep. of1 811,350 216,750 270 1.7 1.7 3.8 4.6 
India 581,911 71,590 120 2.3 2.3 1.3 1.5 
Japan 108,350 393,000 3,630 1.1 1.2 9.4 9.6 
Bangladesh 74,000 5,910 80 2.6 2.4 - 0.2 - 1.6 
Pakistan 66,230 7,740 120 2.9 2.9 3.4 2.5 

Philippines 40,219 11 J 170 280 3.0 3.0 2.3 2.6 
Thailand 39,400 10,600 270 3.1 3.0 4.8 4.5 
Korea, Rep. of 32,905 13,250 400 2.2 1.9 7.1 8.7 
Iran 32,136 27,830 870 3.2 3.2 6.4 7.4 
Burma 29,509 2,360 80 2.2 2.2 0.7 0.7 

Viet-Nam, Dem. Rep. of' 23,220 2,600 110 2.8 2.5 0.3 -0.5 
South Viet-Nam 19,870 3,200 160 2.6 2.6 0.6 -0.7 
Afghanistan 16,634 1,420 90 2.2 2.2 0.3 0.9 
China, Rep. of 15,424 10,250 660 3.0 2.8 6.9 7.3 
Korea, Dem. Rep. of1 15,040 5,160 - 340 2.8 2.8 - 4.6 2.7 

Sri Lanka 13,180 1,560 120 2.3 2.1 2.0 2.0 
Nepal 12,020 1,100 90 1.9 2.1 0.4 -0.1 
Malaysia 11,302 6,490 570 2.6 2.5 3.9 3.7 
Iraq 10,410 8,880 850 3.2 3.3 2.9 2.9 
Saudi Arabia 7,745 12,470 1,610 1.7 1.7 8.7 10.1 

Cambodia' 7,566 550 70 2.5 2.6 -1.8 -5.2 
Syrian Arab Rep. 6,948 2,800 400 3.3 3.3 3.8 3.6 
Yemen Arab Rep! 6,217 620 100 2.4 2.4 n.a. n.a. 
Hong Kong 4,160 5,950 1,430 2.3 1.9 7.0 5.8 
Israel 3,210 9,660 3,010 3.1 2.8 5.6 6.7 · 

Laos 1 3,180 200 60 2.4 2.4 1.9 2.5 
Lebanon 2,977 2,790 940 2.6 2.7 3.0 3.5 
Jordan 2,540 870 340 3.3 3.4 1.3 __ -2.6 
Singapore 2,185 3,990 1,830 2.1 1.8 7.1 9.4 
Yemen, People's Dem •. Rep. of1 1,560 170 110 3.1 2.9 n.a. n.a. 

Mongolia' 1,357 740 550 2.7 2.8 0.6 1.6 
Bhutan' 1,124 70 60 2.3 2.3 - 0.3 - 0.2 
Kuwait 880 10,61 0 12,050 9.4 8.2 - 2.1 -2.9 
Oman 720 610 840 3.0 3.1 13.5 19.4 
United Arab Emirates 320 3,720 11,630 9.9 11.0 19.3 16.1 

Macao1 260 70 270 3.7 3.4 - 3.5 
- -4.6 

Bahrain2 232 210 900 3.3 2.9 n.a. - 7.8 
Sikkim1 216 20 90 2.4 2.4 -0.3 0.1 
Qatar 180 1,090 6,040 8.5 8.9 5.1 7.9 
Brunei1 145 240 1,640 4.2 3.8 1.0 3.7 

Maldive Islands' 114 10 90 1.7 1.9 0.9 0.5 

1 Eetlmates of GNP por capita and its growth rate ore tentative. 
'GNP per coplla growth rate relate!l to 1971-73. 
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copper refining industry. Bangladesh des
perately needs coal, cement, construction 
aggregates from India, and might sell its 
~tural gas more advantageously to Calcutta 

· lhan in the form of urea or LNG in world 
competition. 

The case for regional integration does 
not depend, however, primarily on such 
obvious complementarities. The resources 
and industrial patterns of the EEC coun
tries are superficially rather similar. And in 
Central America the several national eco
nomies also are much alike, although at a 
more dudimentary level. One might think 
the potential ·for exchanges would be 
limited. But in both cases there was a 
dramatic increase in intra-regional trade 
following the establishment of a common 
market. The customs statistics are often 
misleading. They put glassware into a single 
classification, whether Coca-Cola bottles 
or goblets for the dinner table; they do not 
distinguish among different types of gar
ments, machine tools, agricultural equip
ment or processed foods. But the produ
cers and traders of these articles well 
appreciate the benefits of wider markets 
and the application in practice of the prin
~iple of comparative advantage among, 

.; well as within, national economies. 

In view of such evident potential bene
fits from regional economic integration, 
why has there not been more progress 
toward its achievement in Asia? Several 
reasons are suggested. 

First, political controversies between 
governments often override considerations 
of economic advantage. 

Second, governments may fear that 
they will lose control over the national 
economy (especially its foreign exchange 
resources) if they open it up to freer trade. 

Third, the civil servants who generally 
make policy and conduct negotiations on 
economic integration are often ill-informed 
- and sometimes suspicious or actively 
hostile - with regard to the practical 
workings of industrial and trading enter
prise. 

Fourth, many businessmen (in both 
private and public sector enterprises) also 
prefer the security of a protected market 
to the risks of competition, and favor 
relaxation of trade restrictions only for 

ose categories in which they have a 
proven competitive edge. Not surprisingly, 
the bu5inessmen in the other country- the 
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prospective partner state - who are en
gaged in the same line of activity and are 
quite aware of their competitive disadvan
tage, oppose their government's making 
any concession in this area The result is 
stalemate. 

There is need, undoubtedly, for a more 
sophisticated examination of intra-regional 
industrial trade potentials and possibilities 
for integration, both in the Sub-continent 
and (especially) in South East Asia. But so 
long as regional integration policy is con
ceived essentially in terms of the several 
national governments negotiating trade-offs 
of access to, or monopoly of, specific in
dustrial sectors- especially as these sectors 
tend to be defined by the categories already 
mentioned, which are largely meaningless 
and misleading for this purpose -progress 
is likely to be limited. 

A more promising approach would be to 
establish a genuine, widely inclusive com
mon market - · a framework of preferences 
generally available to enterprises established 
within the region. This would encourage 
thousands of entrepreneurs to seek .niches 
of comparative advantage, within the clum· 
sy statistical categories, for intra-regional 
exchange. To calm the opposition that 
may be expected from timid (and some· 
times legitimately fearful) vested interests 
in the several countries, transitory arrange
ments extending over several years could 
facilitate their gradual adjustment to com
petitive pressures. But from the stand
point of the general interest such compe
titive pressures, in the long run, could not 
fail to be salutory. 

Despite the great potential of increased 
intra-regional trade opportunities it remains 
true, certainly for the next couple of 
decades, that Asia as a whole needs to 
develop and maintain a trade surplus to be 
able to finance its essential imports of 
of capital goods. 

And while, again, the potential for 
expanding exports to other regions of the 
developing world is considerable - espe
cially to the South American market, to 
which Asian producers, apart from the 
Japanese, have paid far too little attention 
- it is the industrial countries which offer 
better prospects. There has been a great 
deal of discussion and writing about the 
difficulty of penetrating their markets, 
about the barriers that have been, and are 
being, imposed to exports from the deve
loping countries. 

A recent study shows, however, that 
imports of manufactures from LDCs into 
14 industrial countries increased nearly 
five-fold (in terms of current US dollars) 
from 1967 to 1973 - an average annual 
growth rate of 30 per cent. The LDC share 
of manufactured imports to these 14 coun
tries rose from 4.2 to 6.8 per cent in the 
same period - stiU a small proportion, to 
be sure, but suggesting very considerable 
future potential. Global figures are not yet 
available for the years since 1973, but for 
the US alone the growth continued apace 
through 1974 (34% in nominal terms and a 
15% increase in percentage share) and 
levelled off in -1975; a resumption of the 
trend, after the recent recession, is pre
dictable. Granted that serious obstacles 
and annoyances exist, the potential for 
expanding sales is-enormous. 

The U.S. and Japan are much the most 
important markets, in terms both of ab
solute volume of manufactured imports 
from the LDCs and of the growth of such 
imports. And the Asian countries are over
whelmingly preponderant, in comparison 
to other less-developed regions, in manu
factured exports to these two major mar
kets. 

There is notable difference, however, in 
export performance between the East and 
the South Asian groups of countries. In 
1974-75 U.S. imports of manufactures 
from the LDCs in East Asia totalled more 
than twelve times those from South Asia
although the latter sub-region has a popu
lation something like 2 1/2 times as great~ 
In part, of course, the lower level of exports 
from the countries of the Sub-continent 
reflects their larger populations and internal 
markets. These factors undoubtedly in
fluenced their governments in formulating 
industrialization policeis that put primary 
stress on import substitution rather than 
exports. But this policy orientation also 
apparently stemmed in part from political 
and bureaucratic traditions which favor 
more government intervention in the ma
nagement of the industrial system than 
exists in most of the East Asian countries. 

In addition to posing severe balance of 
payments problems for India, Pakistan, 
Bangladesh and Sri Lan~a - as the demand 
for important traditional exports (e.g. jute, 
cotton textiles, tea) has been relatively 
stagnant while the costs of debt service 
and essential food and petroleum require
ments have risen - the laggard pace of 
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their manufactured exports appears now 
to be adversely affecting industrial progress 
in general. 

Domestic demand for manufactures is 
not expanding fast enough to make full use 
of industrial capacity in numerous cate
gories, or to exploit economics of scale; 
and pressures for quality improvement 
and innovation are weak in the absence of 
exposure to international competition. In 
any event, the more export oriented East 
Asian countries have enjoyed very much 
faster rates of growth, in the industrial 
sector and in the economy generally, over 
the past decade. 

An industrialization strategy stressing 
import substitution, whatever its other 
benefits, certainly tends to discourage ex
ports by requiring manufacturers of export 
goods to pay higher prices for domestically 
produced inputs than their cost in the 
international market. In India, for example, 
"raw cotton has usually tended to be more 
e)("t:!nsive. . . than in world markets, 
v, 1 penalizes textile exports. Synthetic 
filament yarn is also expensive in India, 
which makes export of the fabrics that 
use it almost impossible. The problems of 
the textile industry in turn affect the 
'garment industry, which is restricted to 
Indian mill-made cotton fabrics. Garment 
exports are currently successful only thanks 
to a strong, but somewhat unpredictable, 
international fashion for handloom ma
terials, which account for 75% of India's 
garment exports. The leather finishing 
industry is also penalized by high input 
costs - in this case of dyes and of ma
chinery, on which a high protective duty 
is imposed. Other industries where import 
substitution policy had led to· high output 
prices, consequent penalization of their 
users, and direct uncompetitiveness, are 
chemicals, certain automobile ancillaries, 
and electronic components." 

Import restrictions also have the effect 
of putting the ''price cycles for major 
commodities in India out of rhythm with 
those in the world. Steel is a major case, 
but cotton fabrics are another. At present, 

cotton is available at international 
pnces, but it would, on past performance, 
be very r isky for an industria list to make 
invest ments for ex ports that assume that 
this relationship will be maintained." 

Attempts have been made to offset 
some of these inhib itions to export thro ugh 
a variety of special incentives or ad rninis-

trative measures. But the regulations are 
frequently clumsy and inflexible, unfavor
able to entrepreneurial . initiative. And the 
difficulty of predicting over the life of an 
investment the value of the incentives, 
which are subject to change, makes export
oriented investment particularly risky. The 
recent World Bank report, from which 
some of the foregoing is quoted, sums up 
that "In general, an increasingly export· 
oriented development does not appear to 
be considered worthwhile by Indian firms 
within the present policy framework." 

It specifies tile major problems as: 
"(1) inadequate profitability, .which is 
largely the result of the strategy of import 
substitution; (2) lack of access to im
ported inputs, which is a consequence of 
the use of import controls as the main 
weapon of trade policy; {3) the poor 
quality of much that is produced, which 
is largely a result of lack of competition; 
(4) instability of the policy environment 
and vulnerability to ad hoc decisions. 
These problems all affect the industrial 
sector in varying degrees." 

And in substantial degree they are 
endemic to other countries of the Sub
continent as well. 

These countries do seem now, however, 
to recognize a need to give much greater 
emphasis to exports. ~orne regulations are 
being liberalized and applied more flexibly, 
export incentives increased and ensured 
for longer periods. It is probably not to be 
expected that these countries will swing 
over to a degree of export orientation 
comparable to some of those in East Asia; 
but a substantial move in that direction 
seems both possible and necessary. And 
g·iven the right kinds of economic policy 
environment their entrepreneurship, tech
nology and labor skills would undoubtedly 
be able to compete vigorously in world 
markets. 

One area of competition (and also of 
cooperation) with other regions, in which 
the Asian countries may have particular 
advantages, is in the development and 
application of simpler, less ·capital-intensive 
industdal processes and machinery than 
those in conventional use in the most 
developed countries. This is often called 
"intermediate" or "app opriate" technolo
gy - appropriate in the se nse of being 
well-su ited to the factor proportions, the 
scarcity of capital and the abundance and 

relative cheapness of labor that characterize 
many LDCs. 

A number of Asian institutions have 
done valuable work in ada(1ting or deve
loping industrial processes and equipment 
that are suitable for smaller production 
units that require less capital and employ 
relatively more workers than those designed 
to fit European or American conditions. 
Much more numerous still are the indivi· 
dual manufacturers and machine shops 
who have devised innovations of this kind 
to solve particular productio n or supply 
problems or to improve their competitive 
position. These efforts deserve increased 
encouragement and support. In particular, 
there is need for improvement in the 
dissemination of, or access to, information 
about investigations and discoveries in va· 
rious areas of intermediate technology. 
The World Bank is exploring the possibility 
of setting up a central clearing house -
drawing upon the various technical data 
and research resources available - that 
could systematize, economize and speed 
up the international exchange of such 
information: a cheap and quick technologi
cal referral service. Such services do exist 
but on a rat her fragmented basis, accessible 
only to limited clienteles. I would welcome 
the views of those present here regarding 
the usefulness and practicality of such a 

system. 
Again, the primary sources of informa· 

tion, and eventually the principal sellers 
as well as users of knowhow in the area 
of appropriate technology, are bound to 
be the Asian countries - given their 
populations, the character of their econo
mies and their technical experience and 

ingenuity. 
It seems despite the very real problems 

facing many Asian countries in promoting 
the development of their industrial sectors, 
that there exists a great potential. 

Industrialization can be, indeed it must 
be, the principal engine of economic 
growth for most of them. Given suitable 
strategies and policy framework, several 
more countries may take off industri ally, 
following the impressive examples of Tai· 
wan, Korea, and Singapore. - David 
L. Gordon 

(Mr, Gordon is director of tho Develop· 
ment Financial Companies Department of 
the World Bank. This view was presented 
during the Asian Journalists seminar held 
this month in Manila.) ~ 
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