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I NTERNA Tl ONAL BANK FOR 
RECa,.iSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
ASSOC I A Tl ON 

INTERNATl()',IAL FINANCE 
CORPORATION 

August 31, 1973 

To: Mr. Robert S. McNamara 

From: Hollis B. Chenery 

Attached is the paper I am 
presenting at a conference of economic 
practitioners from developing countries. 
I think you may be interested in the 
general approach, if not in some of the 
detailed a.nalyse&. 

(dictated, 
but not read) 



Mr. S. Singh, EPDCE 

Ernest Stern, Senior Adviser, VPD 

Paper on Petroleum Prices 

August 21, 1973 

When I was in Mr. McNamara's office last week on another 
matter, he pra sed the paper on petroleum prices highly. 
He said that this was exactly the type of information he 
needed and that he had already been able to use it on 
several occasions. 

cc: Mr. Tims ,/' 
bee: Mr. Chenery ~ 

EStern/lm 
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Mr. Robert s. HcNamara, President WBGARCHIVESAugust 21, 1973 

Ernest Stern, Senior Adviser, VPD CONFIDENTIAL 

The Enke Report 

l. As you know, last week the CIEP met at the senior 
staff level for the first discussion of the Enke report. 
The discussion led to no particular conclusions; and no 
tilue was set for the possible meeting of principals on 
the report. 

2. Somewhat to everyone's surprise the meeting 
start~d by some very laudatory comments by the Chairman, 
Oeane Hinton, about the report, but it becrune soon 
evident that the deficiencies of the report are well 
understood, and its purpose now is to provide the 
CIEP with a vehicle for establishing control more firmly 
over economic policy toward developing countries. This 
has, of course, been in the CIEP mandate from the outset, 
but until now the Executive Directors, first Pete Peterson 
and then Pete Flanigan, were not sufficiently interested 
in the subject to devote the time and attention necessary 
to establish their position. Moreover, the CIEP has had 
a difficult enough time exercising its authority in 
other areas. Since the new aid legislation contains a 
specific provision for a coordinating mechanism under 
the control of the AID Administrator, it is not too 
surprising that CIEP thought it ti.me to bestir itself. 

3. In the course of the mee'ting assignments were 
giv,m to the participating agencies for revisions 
dealing with almost every section of the Enke report1 
little will be left of the original after the exercise. 
A nwn.ber of the participants objected, since they did 
not want to run the risk of having this work become 
public knowledge while major efforts are under way 
in the Congress to reformulate the aid program. This 
concern was eventually recognized in the discussion, 
and top priority allegedly is accorded to support of 
the pending aid bill. There are strict instructions 
that the work on the Enke report is to be kept in very 
low profile. 

4. In anffiver to the concern about the proposals 
in the Enke report regarding IFis, it became clear that 
the governing policy is the memorandum from Secretary 
Schultz to the President on contributions to the IFis. 

,#, 
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Mr. HeNarJara - 2 - August 21, 1973 

This ncraorandurn, concurred in by Flanigan, is of course 
inconsistent with the Enke conclusions. 

5. The general assessment is that none of the 
particulnr recor.unendations of the Enke report are likely 
to become operative; the report does not reflect current 
Adminiotration thinking, 

6. The CIEP is devoting more time to tho problems 
of the developing countries and has increaued ita staff 
for that purpose. They have employed Mr. Ray Sternfeld 
as the senior staff member dealing with developing 
countries. This is the first time this position has been 
filled since I held it, on a part-time basis, almost 
two years ago. 

EStern/lm 

bee: Mr. Chenery ~ 

.. 

' .. 



Mr. Roberts. McNamara, President 

Ernest Stern, Senior Adviser, VPD 

The Work of the Population Division 

August 17, 1973 

I have checked with Timothy King, and he will be away 
on mission for the next two weeks. I will, therefore, 
not be able to abide by the schedule I mentioned this 
morning of having a paper on the work of the Population 
Division by August 24 for discussion with you the 
following week. Mr. King will be back on Labor Day, 
and we will have a paper for you by Friday, SepteitlQOr 7, 
whieh gan o@rvo ns a bAsio for the di1au11ion you 
wanted in the following week • . 

EStern/lm 

bee: \ Messrs. Chenery~g 
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Mr. Roberts. McNamara, President 

Ernest Stern, Senior Adviser, VPD 

Policy Paper on Housing 

August 17, 1973 

Attached for your information is an outline of the 
policy paper on housing. Although it is very brief, 
we would welcome any comments you have on it or 
suggestions for other areas to be explored. The work 
on the paper itself has started; but before we proceed, 
wa would like to be sure that the contents meet your 
expectations. 

Attachment 

EStern/lm 

bee: Mr. Chenery ~ 
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Polic:,,r Pc'ne-r on J-iou::,ine;: Ou tli.ne 

I. Introduction 

a) TI-le signific~nce of housi~i in socio-economic development. 

(i) 
(ii) 

(iii) 

(iv) 

cons-c1r.1ption or ~81fc: .. re aspcc t. 
housing and productive efficiency. 
ho1.tsins and eencrat:Lon o: s~vings ( thrrugh formal and 

"informfil," Le., seli'-help proccnse~). 
housing and gen0ra tion of e::!ployr.:ent, demand for loc~l 

manufactures and materials, etc • . 

b) Housinc.; and land use in urban development. 

c) Thu scope and sequence of the p.:i.pel': · The scope of the p['..per will 
be defined by our present knowledge. '!his will be mc>.de cler..r within 
each section of the paper ruid each instu.nce will have obvicus impli
cGtions for future resec:.rch requirements. 'Illese will be brought 
toge~~er in the form of a suggested research program in the 
field of housine in the Annex. 

II. Present Status of Housing in Developing Countries 

a) 'Inc General situ?tion. 

b) The situation of low-income groups: what is possible; what is being 
done. 

c) Major constraints affecting the gap betw~en reasonable expectations 
and performance. 

III. 'Ihe Fin~ncial Problera 

a) '.Ihe present situation and factors influencing d~mand for and 
su.pply of fimmcial resources • 

. b) The framework of financial institutions in developing countries. 

c) 'lhe past and present role or international bilateral assistance 
organizations. 

d) Alternative policy approaches. 

IV. The I.and Asoect 

a) The present situation and factors influencing the demand for and 
supply of urb~n land. 

b) Speculation in land. 



c) Loc~tional considerations in meeting low-cost housing needs. 

d) Alternative policy approaches. 

V. 'tnc Co:1s true t i on ?recess 

a) 'l.he present si~urtion and factors influencing the demand for and 
supply of constr-uction inputs. 

b) Self-hi::lp. 

c) Production factors in the construction industry: labor, building 
rna teri2ls, infrastructure, etc. 

d) Technology and prospects for cost reduction. 

e) Alternative policy approaches. 

VI. 'lhe Institutional Aspect 

a) Performance of housing related functions. 

b) Strengths and weaknesses of existing institutional forms. 

c) Alternative policy approaches. 

VII. The Pank and the Housing Sector 

a) Further definition, evaluation, and development of on-going 
operational activities: 

(i) Site and services·. 
(ii) Other urban development approaches (potentially) containing 

a housing element: $ettlement improvement, integrated 
extension areas, etc. 

b) It presently appears that the major constraints are to be found 
in insufficiencies in the land management process and in the mix 
of types of housing currer.tly being provided. 'lhis would suggest 
the .following new ini tic:;. tives : 

(i) Increased emphasis on land development corporations. 
(ii) Direct finc>nce of c,onstruction in appropriate cirCWllstances 

and institution2l settings. 
(iii) Possible others not yet identified. 

A1mex: Research Reauirements 

2 
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AUG i 7 1973 

Dear Dr. Mahler: 

Thank you very much for your letter inviting ua 
to send a representative to your meeting to discusa 
the progress of your expanded program of research 
deve lopment and res~aroh training in human reproduc
tion. This is a subject of great interast to us, and 
wa welcome the opportunity to participato again. 
Although I cannot, at this time, indicate who our 
r epr e sontative will be, as with the 1972 meeting, 
it will be a member of our · Populati'on and l.utrition 
Projects Department. r suggest, therefore, that 
you send the docwnentation and further correspondence 
relating to the meeting to the Director, Dr. x. 
Kanagaratnam. Dr. Kanagaratnam will provide the 
name of our represantativa as soon as possible. 

s~earely, 

(Signed) Robert -~· McNamara 
Roberts. McNamara 

Mr. H. Mahler, M.D. 
Director-General 
World nealth Organization 
1211 Geneva .27 
Switzerland 

Cleared in substances Mr. Ba1dwin 

cc, Messrs. Chenery 
Kanagaratnam 
T. King 

TKing/ESternilm 
August 17, 1973 

' 'I 
, 
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Mr. T. King, ECDPH August 15, 1973 

Ernest Stern, Senior Adviser, VPD 

Attached Letter 

Please note Mr. McNamara's comment on the attached. 

Since T. I. Kim went to the 1972 meeting, this exercise 
must have some background which put it into CPS. The 
subject of the meeting (though obtuse) suggests we 
might have an interest. 

Would you loo~ into it And eithe~ (a) arAft the 
response, including the name of a Bank representative 
or (b) turn it over to CPS for handling. Either way 
a draft letter should reach Mr. McNamara by Friday 

. morning, since he will be on leave thereafter. 

Attaclunent 

bee: Mr. Chenery/ 
EStern/lm 
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W O ,1 L D H E h L T H ORGANiS,UlOiJ MONDlALE 

ORGANIZATION DE LA SANTE --~ 

1211 GENEVA 27 • SWITZERLAND 
Tck,:r.: U :,,.l~A'.',TE-Gc,1c," 

In rrply please refe r to : 

Pricre de ra;,pder lo1 refe rence : H9/87/7(3) 

Dear l\lr McNamara, 

Tei. 34 60 s1 Tale« • .21a21 

1211 GENEVE 27 • SUISSE 

Tcl.:11r. : u :s; 1SANTt-Genc,·o 

6 August 1973 

In September 1971, and again in October 1972, a group of interested 
agencies met at WHO Headquarters, Geneva to discuss plans and progress in 
implementing the WHO Expanded Programme of Research, Development and Res~arch 
Training in Human Reproduction. At the l972 .m~et~g;---\;;;W.~eased th~-
t~I~;;;tional-Ban~fo°i:7,Reconstruction and Development was represented by 
Dr T.I. Kim. 

As a result of the interest and support of a number of agencies, WHO has 
during the past 18 n:onths implemented the various components of the Expanded 
Programme. Although the second full year of programme operations is still 
underway, WHO is planning a third·meeting of agencies to be held in G0aeva 
from 26-27 November 1973. This meeting will provide an opportunity to 
review progress in implementing the programme. A ·discussion of technological 
and budgetary forecasts for a three to five year period is also planned. 

It gives me great pleasure to invite your agency to be represented at 
this meeting. If necessary, the World Health Organization will provide 
air economy travel and a per diem allowance 1or one representative designated 
by you. 

Please let us know the name(s) of your representative(s) and whether 
you would like WHO to assist in reserving hotel accommodation. Documentation 
for the meeting will be sent to your designated representative in advance. 

We look forward to the participation of your representative in the 
discussions. 

Mr Robert S. McNamara 
President 

/ 

Yours sincerely, 

J,1 
.--i/~·L,,!~ 

H. Mahler, M.D. 
Director-General 

Inte rnational Dank for Reconstruction 
and Development 

1818 H. Street, N.W. 
Washington o.c., 20433 
United States of America 

''- ,1 
: ' 

, ' 



Mr. Roberts. McNamara, President 

Ernest Stern, Senior Adviser, VPD 

.Basic Econor;rlc Reports 

August l6, 1973 

l. Some time ago we decided to select several countries 
for which Basic Economic Roports were scheduled for FY1974 
or later, in conaultation with the Region. Tha purpose 
was to design a series of initial studios on principal 
policy isnues so that the Basic Economic Report could be 
built on the results of these studies. Implicit in tha 
selection was a DPS commitment to give high priority to 
th necessary staff allocations. wa hope, in this way, 
to test the proposition - not now widely shared in the 
Bank staff - that well prepared Dasie R~ports are 
substantially different from routine Economic Roports lllld 
that advance identification of policy issues is essential 
to an adequate analysis. 

2. our discussions with the Regions have led to the 
selection thus far of the Caribbean Region, Malaysia and 
the Cameroons as countries·for concentrated effort. The 
addition of Afghanistan or Yemen is now under discussion 
with EMENA. The choices reflect a variety of factors, 
including the FYl975/76 Basic Economic Report schedule, 
tho neads of the Region, the desire for diversity and 
our belief that with the limited staff resources available 
for this we had bast limit the trial. to reasonably small 
sized countries. 

3. Tha attached memorandum describes the progress on 
the first study. The overall work is being dona under 
the supervision of Hr. Gulhati, Deputy Director, Devalop
ment Economics Department. The study of the caribbean 
region is being coordinated by a team headed by Mr. Chernick 
of tho Progr~~ Roview Division and including a member ~o:!1 
the Region and frora the Development Economics Department. 
The detailed work schedule for FYl974 is to be found on 
the last page. 

4. Even at this early stage we have learned a nu,-nbe.r 
of lessons which will af feet our gttidelines for future 
efforts at concentration and for the genaral ,-rork on 
Basic Economic Reports. For onG, the data available t.o · 
analyzo specific policy questions may not be available 
even in countrios which have a reasonabl.y adequate general 

... -,.. 
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> 1:r. McNamara 2 August 16, 1973 

d.:1.t.:i baso. To generate such d<1ta requires more time and 
resources than we can rensonably devote to any one study. 
Lvcn tho processing of available data in tho context of 
npccific issua~ often will take a longer land time th=u1 we 
can uGually allow for. Related to thia is the fact that 
the priorities of the local research community may not 
~atch tho priority policy concorns of the Bank and/or 
the country so that little relevant e.~pirical research is 
o.vD.J.lable to draw on. ThiG problem obviously will vary 
with the size and sophistication of tho local research 
community. 

5. The l"1Crk thus far also suggests that it is easy to 
orr on tho aide of optimimu as to how much preparatory 
work can be accomplished within tha time available. 
Admittedly, this is our first effort and the timo 
required to organize the worlt arA obtain staff will 
docline as we gain experience. Moreover, if the approach 
proves itsalf, it will also become posoible to program 
work earlier than has been feasible in the case of the 
Caribbean. Nonetheless , it is cle<U" that staff constraints 
aro serious and that it is difficult to obtain the long
terw commitments necessary· to carry out such work. 

6. Altl1ough the attached paper requires no action by 
you, I thought you might be interastcd in this experiment 
in trying to improve basic economia work from the bottom 
up. If our expectations for this approach are realized, 
DPS would expect to double the number of countries for. 
concentrated effort in FY1975; these eight cou..~tries 
wou1d theu constitute about half of tba Basia Economic 
Reports due the following year. 

Attachment 

cc and cleared withe Mr. Gulhati 

EStern/lm 

bee: Messrs. Chenery ~ 
Haq 
Chernick 
Avramovic 

. ,. 
, .._ I 
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Mr. M. Haq, Director, EPR August 16, 1973 

Ernest Stern, Senior Adviser, VPD 

Paper on Ocean Resources 
,3 

vA 
4 ,. / .., I 

As I told you on the phone, ~ McNamara thought the paper 
on ocean resources excellent and would like to send it 
to the Executive Directors for information. This requires 
some minor changes in the paper, which I have made. Most 
of the changes are to avoid a premature request for a formal 
Bank policy statement. If you have any difficulty with the 

,changes, let me know1 if not, please have them inco~I>Qr~ted 
And lot mo hav tha original tor forwarding, 

Page 1 - Note the new title. I would suggest that the 
title page contain only the title and the 
material in the lower left corner, the 
contents can be listed on a second sheet. 

Para. 2 - Change last sentence. 

Para. 3, last line - typo 

Para. 11, Page 7 - Adjective unnecessary and unclear. 
Most powerful in which way? 

Para. 14 - Note suggested deletion unless this link is 
a matter of public record. 

Paras. 20-22 - These paragraphs are unchanged but have 
been moved to what -seemed a more logical 
sequence. 

Para. 23 - This paragraph combined material from the 
previous paragraphs 20 and 24. I believe 
there is no substantive change involved. 

Para. 23 - I assume item (b) should refer to cobalt, 
not copper. 

Attachment 

bee: Mr. Chenery ~ . . 
EStern/lm 
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IN1ERNATIONAL BANK FOR 
RECC,.,STRUCTION AND DEVELOPMENT 

I NTERNA~I ONAL DEVELbPMENT I N1ERNA TI C,.,AL FI NANCE 
~ .ASSOCIATION CORPORATION 

8/17 

To Mr. Stern 

1. For the reasons we 
discussed, I cannot 

approve a Deputy Director 
position in EPD. 

2. You have made a strong 
case for a second Senior 
Adviser in the Dept. 
I hope you will use 1 
of your authorized=positions 
for that post. 

RMcN 
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TO: 

FROM : 

SUBJECT: 

?'117 -c A/!, ' A-; __ _ 
INTE RN ATIONAL DEVELOPMENT I INTE RN ATIONAL BANK FOR v/ , I INTERNATIONAL FINANCE 

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

I , f'7v 76_ nl---<-'1-,--,-._..-z_ l,~ 

OFFICE MEMORANDUM d~~~tf :J-
Mr. Robert S. McNamara, President DATE: 

Ernest Ster~ ior Adviser, VPD 

Deputy Director Position for 
Economic Analysis & Projections Department 

) 

----1. You asked us at our meeting last week to provide y (_c.,.-7 <....._ 
you with a memorandum as a basis for a final decision ~ ::.A 

regarding the position of Deputy Director in the /_/ -,:_ ~~ ; 
Economic Analysis and Projections Department. You ;--;; . r:7 --,......._ 
had agreed ~arlier ~hat we would retain the J?Osition L ;,, ....._l.---") ~,'.l--L:,
of Deputy Director in the Development E?onomics Depart- .. · ~ h- ;'/-
ment and that Mrs. Hughes would be appointed to that " ' ~ · / · 
position when it becomes vacant. ~ ~/}r< },..__. 

2. The Economic Analysis and Projections Department 'n/r If_-::} I 
has a total staff of 127, of which 57 are professionals 1 , ·~ 
(Grades E through X). The Department's terms of -~-- - 1 

reference and work programs cover a broad spectrum of '"1.., , (!..,-z.(, /j 
responsibilities and interests, in some cases of a ; ~Ok,· 
complex and in nova ti ve kind. ~ -,,-l/z-~ ·. 

r;--u 1 

3. The Department consists of four major Divisions /C hf' 
dealing respectively with corrunodities and export ~ 
projections, economi c and social data, comparative ~ -~v 
analysis and projections, and the international economy. 
These Divisions undergird different vital functions of 
the Bank. Material such as the corrunodity papers and 
debt data underlies our lending program; some, such as 
the country economic models and economic and social 
data, is central to country economic work, the CPP 
projections system and most of the statistical pre-
sentations to the Board; the trade and capital flow 
data are central to many policy issues. Since a great 
deal of the information which the Department obta.ins 
comes from outside the Bank, and since much of it is 
often germane to sensitive and urgent issues within 
the Bank, the amount of senior level liaison work 
involved is considerable. 

4. The Front Office must retain a broad range of 
functions which are beyond the capacity of even the 
most capable individual, if he is to be utilized 
efficiently, and cannot be dischar ged adequately at 
th8 Division Chiefs 1 level. 



Mr. McNamara - 2 - August 16, 1973 

Liaison 

The Department carries a considerable part of the Bank's 
cooperation with other international agencies. Attendance 
at their meetings, at which matters of interest to the 
Bank are frequently discussed, generally require the 
participation of the Director. A recent example was the 
discussion in UNCTAD's Committee on Invisibles and the 
Financing of Trade of the Bank position on supplementary 
financing as reflected in our Board paper, "Development 
Policy for Countries Highly Dependent on Exports of 
Primary Products", where the Bank came in for vigorous 
criticism. 

Data 

The development of the world's foremost collection of 
economic and social data and projections on the develop
ing countries is a highly complex task, especially 
their integration in a consistent, logical framework. 
The issues involved require senior level attention as 
this is an innovative process which involves several 
Divisions simultaneously and close relations with the 
Regional Departments. The same is true with the work 
on debt and international capital flows. 

Global Framework 

The responsibility for the worldwide analytical framework 
which we are in the process of developing out of our 
work on the CPPs is therefore centralized in the 
Front Offico. 

Special Tasks 

A high degree of intellectual guidance is needed for 
special projects, such as Board papers and conunodity 
analyses; finally, the sheer size of the Department 
imposes additional burdens on the Director. 

5. Part of the intellectual and professional guidance 
will be furnished by the Department's Senior Adviser. 
However, t he Senior Adviser we hope to engage will have 
principal responsibility for work on the analytical 
system on the international economy, and his presence 
does not reduoe the need or justification for a Deputy. 

., 

. 
l' 



, 
' 

Mr. McNamara - 3 - August 16, 1973 

After a careful review of all the factors, including 
your well-known unhappiness at the perpetuation of 
Deputy positions, Mr. Tims and I have concluded that 
in this case a Deputy is required and warranted. He would 
have distinct and substantive responsibilities for a · 
particular part of the Department's work and deputize 
for the Director. Hollis, as you know, concurs. 

6. With the departure of Mr. Hayes and the appoint
ment of Hr. Tims, the Deputy position is vacant. On a 
recruiting trip several months ago, Mr. Tims identified 
a number of possible candidates in Europe, and there 
are others in the Bank. We have delayed formal contact 
with potential candidates because of the uncertainty 
of the position. Good candidates are very hard to find, 
and I believe it is therefore a matter of some urgency 
that we be allowed to fill this position. The Deputy 
position of course would be accommodated within the 
recently approved ceiling of Director and oss level 
positions. In looking for candidates, we will keep 
firmly in mind your objective, which we share, that the 
Deputy be an individual who is capable of replacing the 
Director should the latter go on to greener pastures. 

7. I have discussed this memorandum with Z.lr. Clarke 
and Mr. Kearns. They do not support this request. They 
disagree essentially on two groundsz (a) that the appoint
ment of a Deputy Director would inhibit the development of 
Division Chiefs for greater management responsibility and 
(b) that, in principle, no Deputy Directors should be 
appointed. As regards the latter point, I would only 
note that recently three Deputy Directors were appointed 
in the Regional Projects Departments, for reasons which I 
find to be fully justified. In one of these Departments, 
the number of professionals is not substantially different 
from those in tha Economic Analysis and Projections Depart
ment. In addition, you have already authorized the 
appointment of a Deputy to the position which will become 
vacant in the Development Economics Department. Failure to 
authorize the continuation of the position in EPD not 
only creates an unjustified imbalance within the DPS but 
also between the EPD and other Departments. Of the 16 
Bank Departments which have Deputies, only 5 have more 
professional people t.han EPD, and I doubt that very many 
have a more complex set of responsibilities. 

, , .•. .J!'. 
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Mr. McNamara - 4 - August 16, 1973 

8. Regarding the development of Division Chiefs, I 
entirely support the objective. However, it is erroneous 
to look at this in the static context of one Department. 
The Front Office of EPD requires individuals who have a 
capacity to integrate intellectually the work of the 
component Divisions. It is not, primarily, the burden of 
administrative management that leads to our raquest to 
retain this position. There is, consequently, no necessary 
evolution between the management of one of the specialized 
Divisions to the leadership of the Department. This is 
not to say that Division Chiefs who have demonstrated 
their capacity to manage these units should not be con
sidered for more senior management responsibilities. 
On the contrary, they have been moved to more senior 
positions in the past, and I would expect this to continue, 
but their der.ionstrated management capacity plus their 
specialized skill would not, except in unusual circum
stances, add up to the intellectual scope and academic 
background necessary to perform the integrative and 
analytical functions. Therefore the argument advanced by 
Personnel is not relevant in this case. 

9. Finally, it was suggested that appointing a Doputy 
to this position would create pressures elsewhere in the 
Bank for similar assignments. I would only note that this 
is not a new position, no particular publicity is attendant 
upon recruitment for it, and any pressures for the appoint
ment of Deputies will undoubtedly already have been generated 
by the creation of new Deputy positions in the Regional 
Projects Departmants. We are not seeking a new position -
merely the retention of an existing one. 

10. It is my understanding that managers are responsible 
for meeting agreed output objectives with an agreed amount 
of resources. Within that, the structure of their organiza
tion should, within broad guidelines, be theirs to determine. 
We seek neither more money, nor more positions, nor an 
increase in X level positions. As to the broad guidelines, 
for reasons which I have discussed above, I do not believe 
that the retention of this position conflicts with 
established guidelines. 

ll. May we have your approval to proceed with recruitment 
for the Deputy Director position in EPD. 

cc: Messrs. Clarke 
Kearns 
Tims 

EStern/lm 
bee: Mr. Chenery ~ 
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Mr. A. Ljungh, EXC August 14, 1973 

Ernest Stern, Senior Adviser, VPD 

Private Foreign Direct Investment 

Attached is/ the paper I mentioned during our 
t el ephone- roview 'of outstanding assignments. I ma 
sure Mr. McNamara saw the paper at one time, and 
it was written in response to his assignment. I.t 
further material on foreign private investment ia 
wanted, you might arrange a aeaaion where ve can 
find out the speaifica. 

Attaclunent- w P * J4'q 
EStern/lm 

bee: Mr. Chenery t./' 
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Mr. Roberts. McNamara, President 

Ernest Stern, Senior Adviser, VPD 

Export Projections 

August 14, 1973 

l. I have discussed the matter of export projections 
with Mr. TL.us and his staff, and we can provide you with 
information on LDC export potential in time for the 
December Tidewater meeting. The analysis will not be 
complete but will be adequate for a policy discussion 
and indicate the magnitude of benefits which would 
derive from a more liberal trade policy. We have 
additional worlt in progress, in collaboration with 
UNCTAD and FAO, which will yield greatly improved 
data in about a year. 

2. For the Tidewater meeting we would deal with threo 
categories of commodities - primary agricultural exports, 
metals and minerals, and manufactured goods. 

3. For the primary pr~ducts we will, for selected major 
com.~odities, develop information showing principal exporters 
and importers, existing barriers, and expected benefits if 
these barriers ware to bG substantially reduced or 
eli.~inated. For the non-competing comr.iodities (e.g. tea, 
coffee) there generally is only a tariff or excise tax. 
Depending on the demand elasticities, the removal of such 
a tax may not benefit the LDCs significantly unless they 
agree jointly to offset it with export truces. However, 
other measures are being tried out in sorna countries and 
these will be explored. For competing commodities (e.g. 
sugar) we need to estimate what a rational domestic produc
tion level is for industrialized countries. For instance, 
in some areas the productivity of beet sugar is very high 
and it is said to be fully competitive wit.~ the best cane 
areas. Such estimates necessarily will borough at t.~is 
point, but good enough nonetheless to indicate an order 
of magnitude. 

4. For some commodities, such as metals and minerals 
and some agricultural products, the direct trade barriers 
are few. llere, the issue is rather the impediments to 
moving up in the production spectrum. We intend to 
specify, for selected major products, the disincentives 
to LDC investment in processing and to estimate - in a 
very rough fashion - 'the benefits which might accrue if 
these impeclimonta were to ba reduced. 

-
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5. For manufactured goods we will also identify, for 
a few selected commodities, the principal exporters and 
i.@porters and the major quantitative restrictions. 
Under tho I!lOst-favored-nation regir.le, LDCs are not 
especially handicapped in manufactured goods exports 
excopt that their exports tend to be the labor-intensive, 
less sophisticated commodities. These also tend to be 
stagnant or slow growth induotries in industrialized 
countries and increasing imports evoke non-tariff 
protection. 

6. In preparing these estimates we will ignore two 
major problems - LDC supply response capacity and the 
rate and natura of the adjustment process in industrialized 
countries. Both are important, but they are secondary 
to the objective of spelling out what the potential for 
LDC exports is of a more liberal trade policy. Both 
factors obviously becomo crucial in discussions on how 
such a policy should be implemented. 

7. Wa will have this material available for your 
review, and possible internal discussion, by mid-november. 

cc and cleared with& Mr. Tims 
EStern/lm 

bee: Mr. Chenery~ 
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Mr. Robert S. r/JcNa::rar,,., Pre:s.:i dc11t DATE: August 14, 1973 

Ernest Stern, Senior Adviso~, DPS 

Policy Paper on Tea 

Attached is the f ina.L copy of the tea paper. 
After the meeting we receivf::d com.'Tlents only from 
Meseis. Kn&pp and Husain. These have been incorporated 
and other minor changes llav2 beeD made. Aft.er you 
have reviewed the paper it can be sent to the Secretary's 
Departncnt for Yeproduction and di~t=ibution. 

Attachment 

J. I I I ). 

EStern:tk 
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MEMORANDUM 70 THE EXECU'l'IVE DIRECTORS 

Subject: Bank Group Financing of Tea 

Summary and Recommendations 

1. The attached paper reviews the question whether 
the Bank Group should continue to lend for projects involving 
the production of r~a in view of the poor market prospects 
for this commodity_/and in the light of the President's 
Memorandum on "Development Policy for Cou~t;.ries Highly 
Dependent on Exports of Primary Products"-/discussed by 
the Executive Directors in February 1973. 

2. The main features of the situation for tea producers 
are as follows: 

the combined earnings of the tea producing 
countries from tea exports have continued to 
decline in real terms over the last two 
decades, although within the total individual 
new producing countries {mainly in Africa) 
have been able to increase their export 
earnings from this source; 

for the future, the slow growth of demand for 
tea is expected to continue at about 2% a year 
while supply will grow in excess of this rate, 
with a resulting decline in the world price 
of tea; 

a slowly increasing volume of tea exports at 
declining prices will mean that the earnings 

!_/ The main trends in the world market for tea were discussed 
in the paper "The International Tea Market: Review and 
Outlook for Bank Lending 1973-74" (Sec M72-655), 
December 20, 1972. 

~/ R73-3, January 4, 1973 . 

.... 
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from tea exp,:jrts o f al 1 producers . taken 
together arE: lik ,~ l y to stagnate over the 
next decade ; 

20% of the i ncrense in exports in the decade 
1975-84 will come from 8 IDA credits made 
between 1964-73 f o r financing of tea production; 

the outlook is such that there is a clear risk 
that any further invcs·tments in financing 
expanded production, no matter where they are 
undertaken, will have an adverse effect on the 
export earnings of existing producing countries, 
which are mostly at an extremely low income 
level. 

3. In the light of the analysis presented in the paper, 
I recommend the following: 

(a) the Bank should undertake no further financing 
of projects involving production of tea; 

(b) any exceptions t.o t:iis general policy should 
be strictly limited to: 

(i) financing for increases in output in 
countries with no invesbnent alternatives 
yielding an acceptable rate of return; 

{ii) financing for rehabilitation involving 
no increase in output (this implies a 
reduction in acreage and encouragement 
to diversification); 

(c ) projects for diversification out of tea produc
tion will be encouraged where economically 
feasible, particularly in countries with large 
shares of the market. 

{d) the above policy will be reconsidered if an 
effective international tea agreement is 
negotiated since then financing of increased 
production can take place in the framework 
o f the agreement. 

4. In addition, the paper points out that the return on 
new investments expanding tea production may be overstated if 
calculations on the return to the economy of the project do not 
take into ac~ount the likely effect on prices and therefore on 

.. 
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earnings of existj :-,s p.:"'c.:Juc·::.icn in the same country. 
Bank appraisals for Rny cli~ible tea pioject will in 
future norrnaJly take this eitect inL) account. 

Attachment 

.'It 
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BANK Gi~OUP k'lJ':ArJClNG OF TEA ---------- - ·---·--- -------

I. INTRODCCT}ON --- -·--· --·· -

1. In the past c1 e c:ac1P. th2 Bank Group has financed 
eight projects involving tea plQnting, incl~ding tea financed 
as part of other loans such as agricultural credit. All of 
the projects have been fjn a~ ced by IDA credits. Because of 
the slow maturation of ~he tea busl,, production from these 
projects will only gradu3lly b e building up over the next 
decade. By 1980 output from these projects is expected to 
reach 50 thousand metric tons and by 1985 about 65 thousand 
metric tons (Table 1). On the reasonable assumption that 
90% of this output will be exported, it will account for 
about 20% of the expected increase in tea exports from all 
sources during the period 1975-84. 

2. During the discussion of the President's Memorandum 
on "Development Policy for Countries Highly Dependent on 
Exports of Primary Products," the Executive Directors expressed 
general agreeme nt with the recommendation to "limit financing 
of new production of primary com.~odities facing inelastic 
demand, in general, to countries with few export alternatives." 
In light of that discussion it jg desirable ~o review the 
question whether the Bank should proceed with any further 
projects involving expanded tea output. 

JI. THE MARKET FOR TEA 

3. Over the past decade the volume of tea exports has 
grown at less than 2% a year. According to analyses l::y FAO!./, 
growth over the next decade will be of the same order. This 
is attributable to the interaction of slow growing demand in 
relation to income increases and changing tastes: 

a. Demand for Tea and Income Growth. Tea con·
sumption rises roughly in proportion to income 
in the less developed countries; it rises more 
slowly than income in developed countries. 

b. Taste Trends. On the upward side there is a 
growing consumpti~n of iced tea in the US: on 
the downward side there is a switch from tea 
to coffee in the UK and elsewhere and more 
economical brewing of tea through the use of 
tea bags. 

1/ FAO staff studies for the Committee on Cowmodity Problems, 
Intergovernmental Group on Tea (Sub-Group of exporters) . 

.... 
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4. Moreover, the dema nd f or tea is exceptionally 
unresponsive to changes in Fr:ice \lith in the present range 
of variation. Accordj r•':l i :o Lh ~~ F.~O ,~n.alyses, the price 
elasticity of demand i s in t :1.e ne i ghbGrhood of O. 4. This 
means that a given percentage in:rcase in supply can induce 
more than twice as large~ d. p e rcont a~re drop in price. If the 
excess of supply over th8 l on g -· ti2. rrn gcowth of demand is large 
enough it can lead to a r educ tio·1 i n t h e aggregate income of 
tea producers. This i s prec is~ l y wha t has happened over the 
past. The persistent growt h in supp ly in e xcess of long-run 
demand has led to a decline in real p r ices more than offsetting 
the growth of exports in volume. Ta ble~, attache d, shows that 
the volume of tea exports has grown at around l-1/2 - 2% a year 
while prices have declined b y ahout the same percentage. Thus 
in recent years, total tea export earnings have not risen. In 
addition, if allowance is ma de for a decline in the purchasing 
power of the pound sterling, in which tea prices are quoted, 
the average annual value of total tea exports has declined in 
real terms. 

5. Based on the Bank's present assessment of supply in 
relation to the slow growth expected in underlying demand, the 
Bank is forecasting a continuing price decline for tea exports 
of roughly 1% a year. With volume growing only a little faster, 
the earnings of tea producers will continue to stagnate. Hence 
global prospects for tea export earnings justify the restriction 
of Bank financing of new production under the recommendation in 
the President's Memorandum referred to in para. 2 above. 

III. SITUATIONS WHERE THE BANK SHOULD CONTINUE 
TO LEND FOR TEA 

6. Although the prospects for all tea producers taken 
together are poor enough to justify a general restriction on 
Bank financing of tea production the situation is complicated 
by the fact that, within the total, individual producers h2ve 
been able to gain from producing tea fer export. The countries 
that have gained are those in East Africa, where six of the 
eight IDA projects have been located. These are all countries 
at very low per capita income levels with severe problems of 
rural poverty . 

. 
' 
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Value of Tea }::::pc1 1:- t s_: _Countrie s in Africa 

Per capi ta 
1960-62 1 9C 9·- 71 G2.:i. n M2.rket Share Income (1970) 
---(mil l ion pounds ) ---- (1969-71, as %) $ 

Kenya 5.1 13.9 · 8. 8 6.5 150 

Malawi 3.9 :S • 4 1.5 2.5 80 

Mozambique 2.5 3.7 1.2 1.7 240 

Tanzania 1.4 2.7 1.3 1.3 100 

Uganda 1.7 5.5 3.8 2.6 130 

Others 1.2 3.1 1.9 1.5 

Total Africa 15.8 34.3 18.5 16.1 

7. However, the countries in Asia which have lost against 
the competition from newer sources of supply have equally low 
per capita incomes and with equally acute problems of rural 
poverty. The impact has been particularly severe in Sri Lanka 
where tea accounts for more than half of export earnings. 

Value of 1I'ea Exports: Countries in South Asi.:::i. 

Bangladesh 

India 

Sri Lanka 

Memo Item 

Other 
producers 

Total export~ 

1960-~2 19€9~71 LOSS 
---(million pounds)==-=-=-

0.9 0.9 

92.0 79 . 5 12.5 

83.9 77.4 6.5 

176.8 156.9 19.9 
---

16.1 21.6 

208.7 212.8 

· Market Share 
(1969-71, as %) 

37.4 

36.4 

73.7 

10.2 

100.0 

Per capita 
Income (1970) 

'> 

100 

110 

110 
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8 . There is therefore a risk that further increases in 
tea production will ber~e fit the :cm:al poor in one country at 
the expense of the rural poor in c1nother; under such circum
stances the conditions undcr wh ich the Bank should contemplate 
financing tea projects ought to be strictly limited. 

9. In principle, a policy of limitations should be based 
on analysis of comparative advantage. However, such analysis 
is necessarily c uwbersome and complex. At least 25 coun·t ries now 
produce tea and the potential n umber i s larger. For each of these, 
it would be necessary to estimate rates of return on tea and 
alternative resource uses. Simplification of data requirements 
and methodology is therefore unavoidable. The following are 
two categories where financing o f t ea may be justifiable without 
analysis of comparative advantage. 

a) Where there is no investment alternative w.i.th 
an adequate economic ret\.1rn 

10. In most countries it is reasonable to assume that 
alternative projects, offering an adequate rate of return, exist 
or can b e developed. Circumstances where such alternatives do 
not exist are likely to arise mainly in the small, lea st-deve loped 
countries and to be of limited magnitude. 

11. In this context there is the question of whether 
projects for tea production could . be finan<:: ed when the advantage 
of tea over alternative products is confined to a particular 
region. Higher returns on other pro~ucts might be available 
elsewhere in the country, but population moverr,ent may be con
strained not only by economic cost but also by cultural (e.g. 
tribal) and political obstacles. While these factors are both 
real and valid they do not provide an adequate justification 
for making other poor countries bear the cost through effects 
on the tea market. They are subject to secular economic change 
as well as to political influence within a shorter time span 
than that of a tea project. These considerations would exclude 
financing for cases where the compar-:1.tive advantage is regional 
but not national. 

b) ·Finahcing for rehabilitation involvi~ no net 
increase in output 

12. Financing for replanting or rehabilitation projects 
could be considered if the project does not lead to increased 
production L. the near or medium term. Such projects would lead 
to increases in yield, and these would have to be offset by 
shifting the acreage saved to other purposes. ~ea bushes last, 
with slowly declining yield, for 75 years and more. Since the 
alternative to replanting or rehabilitation is usually to allow 
old bushes to continue their slow decline, the principal result 

.... 
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of such projects is the 1or.g-r, 1.n cY t c nsion of the period of 
production. The discouri.i..c d pr,~se ~:i.~~- value of their effects 
upon world tea prices i s ~hc refore likely to be very small. 
The purpose of such a pc licy wo1~l~ be to give encourage ment 
to diversification. The Bank is p rep a red to provide financing 
for this purpose. 

13. The impact of limiting Bank Group financing for tea 
production to projects within the guidelines discussed above 
is likely to lead to very little Bank Group financing for tea 
in the future. 

Appraisal Techniques 

14. One important innovation in Bank Group project appraisal 
techniques which is being introduced in ~he case of tea and 
similar commodities is for the calculations of economic return 
to include explicit estimates of the effect of the proposed 
project on prices and thus on export earnings of other producers 
of that commodity within the same country. At present the 
inclusion of the cost to other producers is optional under the 
Manual of Operations (OPM 2.21, paras. 30 - 32); the inclusion is 
being made mandatory in the case of commodities with unfavorable 
market prospects like tea in order to obtain a realistic estimate 
of the return to the economy as a whole. 

15. The reason for this introduction into the method of 
calculating economic return is that a change in production volume 
will have a large effect on price, affecting the earnings of all 
other producers. The estimate of economic return on a project 
is, therefore, unusually sensitive to the size of the unit, i.e. 
to the share of world production under consideration. A project 
may, for example, yield a good return to a firm which has only a 
small share of world output and no concern for other firms. From 
a national point of view, however, the same project may show a 
negative return if the combined output of all the firms in the 
country accounts for a large share of world production; the price 
decline associated with the project may impose offsetting losses 
on other producers in the same country which exceed the gains 
of the producer whose output is expanding. Thus in India and 
Sri Lanka (each accounting for about one-third of the export 
market) the combined reduction in earnings of existing producers 
is likely to be much larger than ~he return to a project fnr ne~ 
production, making the economic return to the nation negative 
(illustrative calculations are included in the Annex). Finally, 
if all producers in the world are considered, the result of an 
expansion of ,-utput must, in an inelastic market, be to :reduce 
aggregate receipts below what they otherwise ·11ould be. 
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IV. INTERNA'::I O~AL F.CRI~F:rn:lJ'l' ON TEA PRODUCTION 

16. Since the Bank Group is o n l y one possible so1.:rct:! of 
finance, its perception o f the p r o blem , unless shared by other 
lenders may have little impac t. I t would be inappropriate for 
the various multilateral a nd bil ,• t crc:,·1 a0encies to try to come 
to any formal agreement limi t ing t he i r willingn e ss to finance 
the expanded produc tion o f t e:a . However the Ba nk will communicate 
its own position to other in terested p a rties with the hope that 
they will take these into account in fr aming thei r own policies. 

17. In the mid-1930s, an Internationa l Tea Agreement 
succeeded in keeping prices up to about 75-80 % of the pre
depression level. However FAO efforts to revive the Tea Agree
ment in the late 1960s and the 1970s have not been fruitful. 
India and Sri Lanka demand at J.east some p a rt in the absolute 
growth of the market, eve~ if their percentage share is to 
decline (see Annex). Meanwhile, othe r countries seek rapid 
growth and emphasize the need for insreased efforts to encourage 
consumption. As a result, recent a greements allow an aggregate 
4% expansion of tea exports per year . Since that is twice the 
rate of growth of demand for imports at consLant prices, its 
realization would lead to further deterioration in prices. 

18. The Bank Group supports FAO attempts to develop a 
more effective internatioual agreement on tea, since such an 
agreement could benefit all producers. If such an agreement 
can be reached, the Bank would 1:econsider its policy towards 
the financing of tea and be prepared to finance expa nded produc-
tion within the global limits and national quotas agreed. 

V. CONCLUSIONS 

19. By refraining from continued lending, the Bank can 
confer an important net benefit on i.ts tea-growing members 
collectively. The effect on prices would induce a redistribution 
of real income from the consuming (mostly high-income) to the 
producing (mostly low-income) countries. The Bank would at the 
same time enhance the returns on the tea production it has 
already f'inanced, and the credi tw::>rthiness of -the princip<-.1 
tea-exporting countries. Certain exce?tions can be considered. 
The policy would in any case be reviewed if there is any marked 
change in the long-run market outlook for tea or if there were 
an effective lnternational tea agreement • 

.... 



SOME PROBLEr.1S -, 'I: Nf~i:;C,'T·T.NrJNG AN EFFECTIVE 
INTE RNA'j_ .COW:.J I T\~l\ l i.C REEMENT 

ANNEX 
l?age 1 

1. An effective inL~rr,..::• .i0nr.12.. -u~a agreement could 
simpli f y the decisio11-mctking p.tocc:~;s on t ea investments. If 
it applies to the lonqc-=r t:e:i.-11t it c a:1 provide an explicit frame
work for investment plans. 

2. The conditions exist which make an effective agree-
ment possible. These are the i nelasticity of demand for tea and 
the length of the period necessary for new producers to enter 
the market . The build-up of infrastructure is a long process, 
as is the maturation of the tea plan~. Under these conditions 
all producers could increase their earnings by restricting 
output. The potential advantages to producers can be illus-
trated retrospectively by reference to the actual volumes, 
prices and earnings of t ea exports for a preceding year. Given 
the inelastici ty o f demand, a 2 % reduction o f export volunle by 
each country would have raised prices by about 5 %; it would, 
therefore have increased the earnings o f each country by the 
difference, i.e. about 3%. The absence of an effective agreement 
is the consequence of sharp differences between producing countrie s 
in their assessment of the tea situation. The dif ferences are 
occasionally reflected in discussions on tea between these 
countries and the Bank. It may, therefore, b e possible for the 
Bank to contribute toward the clar ification of differences and 
thus perhaps toward eventua l agreemen~. 

3. The bargaining positions of producing countries are 
affected by the size of marke t sha res (as noted above, para. 15). 
The effect of the latter on economic return may be summarized 
as follows: 

Effect of Increase of Volume on Economic Return 
~~--- in an Inelastic Market 

Earnings of 

A. Single small producer 

B. All producers in a nation 

C. All producers in world 

Effect of volume increase 

Increase 

Depends on size of national 
share of world market 

Decrease 

At times in the past investroent decisions have been made largely 
from the perspective (A) of the single producer. Decisions on 
investment in tea nowadays generally take a country perspective (B)-
if only for balance of payments reasons. The purpose of the policies 



ANNEX 
Page 2 

here recommended for the ,-1,-nk is to try to clarify the globa l 
perspec tive (C) for the c12ci~,iori· mak.!Lng process on tea invest
ments. 

4. Since the particjpAnts in the International Tea Agree-
ment are governments , negotic:-~ tins; ]!u~d tions have a national 
perspective. In this per!.,pee:th 'c. th::: differences in size of 
market share are important... In 'I'able 3, shares of the world 
export market (column 3) are related to indexes of demand elas
ticity (column 2). The index is thG ratio of the percentage 
increase in the volume of a country's exports of tea to the 
perce ntage decline in price which may accompany that increase. 
The reciprocal ratio (column 1) is more convenient for the 
present purpose; it shows the share of any i.ncrease in volume 
of exports which may be expected to be o ffse t by price decline. 
Chart 2 illustrates some of the data from the Table. In the 
case of India and Sri Lanka, it may be seen that about half of 
any increase in quantity of exports wil l be offset by an asso
ciated price decl i ne. For all other countries the offset is 
less than 10 %. 

5. For India and Sri Lanka the offset is likely to e xceed 
any probable economic return after costs are allowed for. It 
follows that, if the elasticity of demand is taken into account, 
there should be no investments to increase production for export 
in those two countries. Whether fm: this or for other reasons, 
Indian export volume has not grown at all in the past 15 years 
(Table 2). Similarly, although exports from Sri Lanka did grow 
early in the period, the y have levelled off in the years 1968 
through 1971. For the other countries the offset is smaller. 
In fact the apparent absence of constraint of this sort is 
reflected in the record of growth of tea production in Africa, 
averaging about 10% per year (Table 2). 

6. Diversi fication projects can also look more advantageous 
to countries with large market shares. A decline in volume of 
tea exports yields an offsetting rise in price, which benefits 
other tea exporters in the same country. The possibility of 
diverting output from exports to domestic consumption may also 
repay investigation. 

7. When decisions are made in the national perspective, 
there is thus a built-in incentive for lar ge shares to be reduced. 
The reduction process may continue to the point where the effects 
of sizes of market shares are small enough for other cost differ
ences to become relevant. But that point is a long way off; 
the effects oi the present market shares of India and Sri Lanka 
are much larger than any plausible advantage in other costs. 
There is room for a long decline in their market shares while 
smaller ones expand . 

.... 
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8. These counte1~ba l a n c ing ::ncve1·1e nts of expansion and 
decline bear no necessary r e l atio n to comparative advantage 
as it is conventionally und e r stood. If India (or Sri Lanka) 
were subdivided into coun t r i e s, with no other change in tea 
production, competitive pos i t ions vi s-il-vis countries outs ide 
India (or Sri Lanka) mig h l cha nge sharply; some of the new 
smaller countries might b e fcund to h ave the advantage in price 
and therefore in growth. As it i s, however, whatever comparative 
advantage India or Sri Lanka may have will only appear when the 
shares of India as a whole, or Sri Lanka as a whole, have declined 
to levels comparable to those of the smaller national sources of 
tea. 

9. In fact the adjustment process is being carried out by 
the rapid expansion of levels of exports of the small national 
sources of tea while the larger ones, India and Sri Lanka, hold 
their volumes of export roughly constant. The rapidity of 
expansion among the smaller producers is encouraged by the 
profitability of new methods of tea productions. With vegetative 
propaaation (VP), using cuttings from plants of observed quality1 
yielo. · can be increased threefold or more over seed plantings 
(Tabl e 4). Results are as good in Asia (where the method origin
ated) as they are in Africa. But conversion is expensive, and 
the majority of tea growers have not found it possible to switch 
from the old method to VP. In some areas of India and Sri Lanka 
it has been reported that more thari half of them were operating 
at a loss. The attractive profits from VP thus increase the 
pressure of the newer producing nations to expand their tea 
exports, while aggravating the losses of the older producers. 

10. An important obstacle to an effective international 
agreement is the divergence of views between the large, established 
producers--India and Sri Lanka--and the new producing countries. 
The former object to reduction in export volume while the latter 
add to the total in amounts larger than the market can sustain. 
The implication of the preceding analysis is that a decline in 
the exports of the larger national producers can be advantageous 
to them. The application of foreign and domestic capital tc 
diversification, particularly by the larger producers, would 
lead to higher prices and consequently benefit both parties. 
In combination with a slowdown in growth of tea production by 
the smaller producers, diversification by the larger prod~cers 
may be a necessary ingredlent for an effective agreement. 

< • 



CHART 1 

WORLD* :CXPORTS OF TEA : VOLmt~_y_?:J.,UE AND UNIT VALUE, 1955-71 

Th< uuoc ~ Metric Ton 
~ ;..',111:>n S_ter l,n<; Pou"d 

/OU 

6CIO . 
' . 

Vol ume (le\h •col•I _.-, /······.\. / 

••• c... •' "'t.,; . . . ""'· . .. . . ~ .. ,, 

,uo 
..... ,•< . ·- . ... : '• .· \ /! ·· .. _... /·-.. --· / ~·-· 

f 
: Unit V 1lu1 (right K.-&it) . 

- 300 

" .•· 
' 

Now F ... nc:e/Kg 

60 

45 

- 30 

2/JO 

,. / 

~,../ ...... ,,p•- ....... C <•~·· "r .--.,. ~- •••---.... ,.,,,// ',//'' 
Total V111l•.ie (left sal;i) 

_,,_.,...,,---:,":;.-1 -::":al -) -- I --) ~ .. L.....1 __ L-J.._ L . _l __ _L_J __ L _ _,__ __ 
55 57 58 ;j:f' b/'J ol tlT°6Jb-l O:> U-uTbd @~ 3 

~ . YE.AR 
* Excludinq Centrallv Planneil r.niint-r; nc 

0 

~ource: IBRD, ibid Chart 2. 



60 

price 
offset 

to 
volume 50 
change ,.· 

( as% ) 

40 . 

30 

20 

10 

5 

0 

Ehrnt:i,,:;it, of Di;.;r:w:.n<l __ ,... .... -........... ---·------
nd 1":"'~.i:"k<t . .'C. $l't·1.Y' ~:!L~ --·- - --..,.·--

S0u1.co ~ ·;·able 3 

· Indonesia 
-• .... · l Kenya 

there: 

CHAR'r 2 

India ' 

-
Sri Lanka, () 

' .n 

* EAtent to which an increase in volume of country's exports of tea will be 
offset by an associated decJine of prir,e • 

.... 

r 



Table 1: PAST AND FUTU:RE J>OS;~JBLf'. n_:1, 1,1K GROUP LENDING FOR TEA PLAW~'ING/!_ 

Country 

Past Bank Group 
Tea Investments 

(All IDA ) 

Kenya 
Kenya 

Tanzania/2 

Tanzania 

Uganda 

Mauritius 

Indonesia 
Indonesia 

Total 

Date of Loan; 
Credit Agreement 
or Fisca.l 'lear 
of Anticip-:1t-e0 

Lending 

8/17/64 
6/17/68 

1/13/66 
3/ 3/7 2 

9/15/67 

4/ 9/71 

6/24/71 
6/22/73 

.t'.JYl(H !J t t 
c f Loan Projected Proj ected 

or Credit Output Output 
(U[J $ / 1980 1985 

· million) _ 3 (Thousand Metric Tons) --- ·-------------

2.7 5.0-7.0 5.0-7.0 
2.1 18.0 18.0 

1.4 2.1 2.1 
10.8 7.6 9.6 

3 .7 4.5 7.6 

5.4 2.4 3.8 

15 . 1 10.1 12.7 
· 7. 8 2.0 9.0 

49.0 51.7-53.7 67.8-69.8 

/1 Includes only projects at least part of which are to finance 
planting or replanting; (some fina ncing of processing and 
transport costs is also covered). 

/2 Part of Agricultural Credit Project. 

/3 As of June 30, 1973 . 
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•rable 2 ~ WORLD.(! TEA EXPORTS: 
VOLUt~r~ , Vl'...:....UE AND UNIT 

l~SS -57 19C>G2 · 1969-71 

--··--- ·----

Volume (1,000 metric tons) 

World Total 
countrieslb 

461.0 513.0 599.4 
Developed 12.0 9.0 13.5 
Developing countries 449.0 504.0 587.7 

Asia 420 . 0 450.0 460.0 
Sri Lanka 163.0 195.0 205.3 
India 202.0 204.0 196.6 
Others 55.0 51.0 58.1 

Africa 28.0 48.0 103.0 
Latin America 0.3 6.0 23.0 

Total Value (Million i;)/c 

World Total 
Countries/b 

206.0 208.7 212.8 
Developed 2.5 1.9 1.7 
Developing countries 203.5 206.8 211.1 

Asia 193.L'c 189.6 171.4 
Sri Lanka 81.5 83.9 77.4 
India 95.0 92.0 79.5 
Others 16.9 13.7 14.5 

Africa 10.0 15.8 34.3 
Latin America 0.1 1.4 5.4 

Unit Value (New pence/kg) 

World 45.1 40.7 35.5 
Sri Lanka 49.9 43.1 37.7 
India 47.1 45.2 39.9 

Africa 35.6 32.7 33.3 

~ Excluding centrally-planned countries. 
/b Japan and Turkey. 

VALUE 

Annual % Ch ~_ige -· 
1955-57 196:)-62 

to to 
1960-62 1969-71 

2.l 1.7 
- 5.6 4.6 

2.3 1 '7 . ' 
1.4 0.2 
3.6 0 .6 
0.2 - 0.4 

- 1.5 1.5 
11.4 8.9 
81.0 16.1 

0.3 0.2 
- 6.4 - 1.2 

0.3 0 .2 
- 0.4 - 1.1 

0.6 - 0.9 
- 0.7 - 1 h e V 

- 4.1 0.6 
9.5 9.0 

60.0 16.2 

- 2.1 - 1.5 
- 2.9 - 1.5 
- 0.8 - 1.4 
- 1.7 0.2 

""[§__ Converted from US dollars at: one pound sterling= 2.8 US dollars 
up to and including 1960-62; one pound sterling= 2.4 US dollars for 
the 1969-71 average. 

Source: FAO, Tea Statistics, doc. CCP:Tah/1A69/WP1; and 
doc. CCP:TE70/2, October 1970; and ~ornrnodity Review and 
Outlook, 1971-72. 



Table 3: ELASTICl·r"..." OF' DBM.A.l!D F O ·< J:.X:PDRTS OF TEA, 1967-69 

(by coun-L1 y ) 

- ~ --··-- .. - --· -

(1) (2) ( 3) ( 4) 
Elasticity 

Exportin/ Price Offse t of Market GNP 
Country~ to Volume Chc.nge Demc:md Share Per Capiti:t 19 7 0 

(as %) (as %) $ 

India 53 1.9 32.2 110 
Sri Lanka 43 2.3 34.1 110 
Indonesia 6 16.5 4.8 80 
Kenya 5 18.5 4.3 150 
China (Rep. ) 4 24.8 3.2 390 
Bangladesh 4 26 .. 5 3.0 /b 100 
Malawi 3 29.6 2.7 80 
Mozambique 3 33.3 2.4 240 
Argentina. 3 36.3 2.2 1,160 
Uganda 3 39.9 2.0 130 
Turkey 2 60.2 1.3 310 
Zaire 2 66.6 1.2 90 
Tanzania 1 72.6 1.1 100 

Others 5.5 

World 233 0.43 100.0 

/ a Includes all Bank members having shares of export market greater 
than 1%. 

/ b Estimated. (Bangladesh, as East Pakistan, supplied West Pakistan 
during this period.) 

Sources: 

Column 1 : Reciprocal of column 2. This measures the extent to which an 
increase in the volume of the country's exports of tea will 
b e offset by an associated price decline. 

Column 2: Price elasticity of demand for exports from each country, 
assuming the price elasticities of demand for and supply of 
world exports of tea are -0.43 and 0.37 respectively. These 
sing~2 values are derived from recent estimates by FAO staff. 
(Alternative values available from other sources do not signi
ficantly alter the results for the purposes of this paper.) 

Column 3 : IBRD, ibid, Table 12. 

Co lumn 4 : World Bank Atlas, 1972. (Since no separate estimate for 
Bangladesh is available, the datum for Pakistan as a whole 
is shown.') 



Elevation 

High 

Medium 

Low 

'I'able ,1: IN SRI LANKA/a_ 

(K9 per li e in 1968) 

-----·------------
/h 

VI' --
only 

National 
Average 

- ·-·-- - -··-----·-·-----------

2,765 

2,302 

3,904 

983 

862 

949 

/a Based on sample of 118 estates. 

/b Vegetative Propagation (see para. 12, Annex) 

Source: "Report on the World Tea Economy," Report No. EC 178, 
IBRD. Table 6 . 
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TO: 

FROM: 

SUBJECT: 

l!, 1Lil/\o:.T1 :::i~.,,_ Dt VC:LOP~'[NT I INTER:'IATION ,\ L i;!,V;K FOP. 
A$SOCIAT10N RECONSTRUCTION ANO DEVELOPMENT 

.I 

OFFICE MEtv~ORANDUM 
~~·.i 1 C i9!J 

Mr. Robert S. McNamara 
(through Mr. E. Stern) 
Mahbub ul Haq r-~/ 

DATE: August 13, 1973 

Note on Ocean Resources 

/ 
1. am sending you the attached note, which may be of interest. 
It has been prepared by Mr. Varon in the Policy Planning Division. 

2. The use of ocean resources, particularly for seabed mining, 
has been receiving increasing attention in the last year. The 
interest stems in part from the impending UN Law of the Sea Confer
ence to be held in Santiago, Chile, in April 197~. but more i~portantly 
from the realization in the United States and other industrialized 
countries that seabed mineral resources (consisting primarily of 
manganese, copper, cobalt and nickel) are enormous. This interest 
has been reinforced by fears of long-term shortages of industrial 
raw materials (inspired by the Club of Rome book) and also by talk of 
OPEC-type actions in other strategic materials besides oil. 

3. The major facts on seabed mining are the following: 

(a) The major areas with"nodules" (the ball-shaped concentrations 
where the four minerals are found together) are in the 
Pacific, at depths of 15,000 to 20,000 feet. These areas 
are well beyond the 200-mile territorial waters claimed by 
some countries, notably Chile, Ecuador and Peru. So far, 
no mining of nodules has occurred at these depths, but 
experiments by a subsidiary of Tenneco at about 3,000 feet 
off the East Coast of the United States and by Japanese 
firms have shown that ·it is possible to develop a viable 
technology for mining at the required depths. 

(b) The economics of seabed mining is very uncertain. The 
uncertainty is partly the result of the unusual combination 
of minerals found in most nodules: the proportions of the 
minerals found in deep-sea nodules are 25 to 30 percent 
manganese, 1 to 1.5 percent nickel, 0.5 to l percent copper 
and 0.25 percent cobalt. The remainder is made up of 
silica, other minerals and water. These proportions -
compared to the present pattern of consumption - imply 
a large surplus of manganese, nickel and cobalt. Once 
seabed mining gets started on even a fairly modest scale, 
the prices of these three metals would probably fall $harply. 
This would have serious implications for some of our 
member developing countries • 

. , 



-· ,. 

(i" -""' ·"' 

Mr. Robert S. McNamara - 2 - August 13, 1973 

(c) There are only speculative estimates at present as to the 
potential of seabed mining that can be realized over the 
next decade or two. One of the proposals is. that an 
international fund be formed - several have suggested that 
the Bank manage the fund - to channel the royalties from 
seabed niining into development assistance. The developing 
countries are natura lly interested in staking out a major 
claim on royalties from the exploitation bf the col'MlOn 
property resources of mankind. 

(d) There are many legal questions about who·has the right 
to mine the seabed and under what conditions. A possible 
international regime has been discussed in the UN and the 
debate will continue in Santiago. In the meantime, a bill 
sponsored by Senator Metcalf of Montana is before the US 
Congress which would establish an interim regime to permit 
US firms to begin seabed mining operations. The bill has 
been attacked within the US and by developing countries 
as a unilateral action, and it is uncertain whether the 
bill will be approved. 

4. Many outsiders see · a large role for the Bank, as possible financier 
of seabed mining ventures and as administrator of an international fund. 
Inquiries have been received in recent months about the Bank's views on 
the subject of seabed mining from a number of agencies, including the Brookings 
Institution, Resources for the Future, Inc., The Overseas Development Council, 
the Law of the Sea Institute, the Rockefeller Foundation, the National Science 
Foundation, ECLA, the UN Environmental Program, and private industry. A few 
weeks ago, the US Executive Director's office inquired at the request of 
Senator Tunney of California if ~he Bank had prepared a paper on seabed mining 
issues. Some enthusiasts, like Professor Roger Revelle, have submitted a 
paper (July 1971) on The World Bank as an Agent for an Interim Deep Sea 
Regime visualizing an ambitious - and perhaps unrealistic - role for the Bank. 

5. We plan to continue keeping ourselves informed, together with 
the Industrial Projects Department, of developments in this new field. 
This should be helpful in developing the position that the Bank may 
take in the UN Law of the Sea Conference in April 1974 which it would be 
invited to attend. 

Copies for information: 

President's Council 
Department Directors, IBRO 
Economic Adviser, IFC 

MHaq:pa 
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Mr. Roberts. McNamara, President 

Ernest Stern, Senior ·Adviser, V?D 

S~siwa on "Ene.rgy and Rnw ;;~terials" 

August 10, 1973 

1. I have reviewed this with Hessrs. Tims and 
Haq, and we agree with your judgement. 

2. Economic .Analysis and Projections Depar~"!lent has 
a paper in the works on energy policy. It is scheduled 
for completion by the end of October, slightly later than 
the CED's deadline of October 15. After we have 
.reviewed the paper, youmight want to send it to CED 
for their information. 

3. Your attendance at the symposium probably would 
serve little purpose. If you wanted to draw inter
national public attention to the issue, there are more 
~uitable forums . If you think it desirable, we could 
easily arrange to have someone appropriate at the 
symposium - e.g., Hr. Tims - although it woul.d not 
warrant a specia1 trip. 

Attachment h.A:>)iv tv;;u.., 
EStern/lm 

bee: Messrs. Chenery 
Tims 
Haq 

--. 
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Mr. Roberts. McNamara, President 

Ernest Stern, Senior ·Adviser, VPD 

Industrial Controls in India 

August 10, 1973 

The attached paper is written by Arun Shourie on 
the control ideology in Indi~. Mr. Shourie is a Bank 
employee who has been lent to the Indian Planning 
Conunission. The paper would be much better if it 
were half its length, but I nonetheless comoend it 
to your attention - particularly for some inflight or 
vacation reading - since it provides some damning 
evidence of the straightjacket which has been created 
by over two decades of accumulating controls. On the 
basis of this memorandum, Mr. Shourie has been 
assigned by the Planning Minister to do a full-scale 
review of industrial controls and to prepare specific 
recommendations on reform. 

Attachment 
EStern/lm 

bee: Mr. Chenery .. 
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Mr. Roberts. McNamara, President 

Ernast Stern, Senior Adviser, V~D 

Meeting on Social Science 
Resz~rch en D~velopment 

August 9, 1973 

1. Doth Hollis and I have mentioned briefly the 
meeting which is being arranged on social science 
research on development. Arrangements are reasonably 
firm now, and this note brings you up to date on the 
objectives and arrangements. 

2. The meeting will be held at Bellagio on 
February 13-15, 1974. The meeting is being sponsored 
jointly by the IDRC, the Ford and Rockefeller Foundations, 
USAID and ourselves. The total cost of about $25,000 
will be divided amongst us. In addition, the Rockefeller 
Foundation is providing the facilities at Bellagio. 

3. ~he purpose of the meeting is to initiate a 
discussion anong senior officials with broad respon
sibility for the management of research and the relation 
of research to policy formulation. We expect to focus 
on a number of aspects, including: .. 

the substantive priorities for social science 
research on development 

- the relationship between research and policy 
formulation in developing countries and develop
ment agencies 

the financial support for social science research 
on development and the policies governing such 
financing 

- the relationship between research institutes in 
developing and industrialized countries. 

~- 74 

4. In preparation for the conference, we have commissioned 
several papers. One, to be prepared by the OECD Develop-
ment Centre, will provide an over~iew of the social 
science research programs of the principal national and 
internat i onal developraent agencies. The paper will give 
t he principal trends in financing of social science 
research and a description of the rese.:irch :)olicies 
being follo~.;ed by these agencies. A seconu paper , to 
be prcp.:i.re.<1 by P.iul S!:.re2tcn, will co7or t.~c general 
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. 
status of social science resenrch on development in the 
industrialized countries and tho relations of institutes 
in these countries with those in d~veloping countries. 
Finally, we will have four parallel papars - on Latin · 
Araerica, Africa, the Subcontlne~t and East As ia - reviewing 
the status of social sciance rcs22rch, its relation to 
policy, financial support for s~~h research and the 
relationships with external research institutes. 

5. We expect the following partieipants: 

Bank - Messrs. Chenery, Stern 
Ford Foundation - nessrs . Bell, Edwards 
Rockefeller Foundation - Messrs. Todaro, Davidson 
IDRC - Mr. Hopper, Ms . Zagorin 
USAID - Messrs. Birnbaum, lluscat 
Germany - Messrs. Sohn, Wiesebac11 (invited) 
U.K. - Messrs. Mathieson, Porter (invited) 
Japan - Dr. Okita (invited ) 
OECD Development Centre - M. P.H. Henry 
UNDP - Dr. I.G. Patel (invited) 

In addition four individuals from developing countries 
will be invited, plus the authors of the papers. 

.. (<· ;l..r..-\. 

EStern/lm 
bee: Mr. Chenery ~ 

,· ,-- L.- h. 

- . 
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TO: 

FROM : 

SUBJECT: 

, v11AL DE'/fLC ?~!::NT 
A3SOCJATICN 

You requested th3.t .we. ex:l.mine the e.ffect of recent a::d e}.~c-::ted 
future incre:1ses in petroleu;;. p!'iccs 0:1 the ~?o.:-t ::>ill o: th~ d-3,:elo7-
ing cou:'.ltries. T~1e attached ar~alysis, pr8?arcd by the C0;-:-.r;,odi ties and 
E).--port Pro~cctio:-i:. Di visj_o:1, snows that in 197 3 t}:e de·.relcDi.r.e cou.."t!'ies 
will spend :~1. 7 b:.2.li0n ;;iore th.J.-:-i the~' die. in 1970 solely on accou!lt of 
price inc:·e3:.,c:::; ; by 19i30 it is csti:.13.ted tint .further p:::-::.ce i:1c :::-c::s es 
wi 11 cost them fro:n :_·_;2 . l.i to '.37. 8 till i.0:1 more thsm in 197 J. The ::1.i.:u
mu..rn cost of oil i.rn:lorts in 1980 will be Hl bill i.on if ir.oort volwne 
gro~s .at an e.:<?ected average rate of 9 o~rcent yearly fro; 1973 to 1930; 
it may be as hir;h as ,$15 billion. 

The ability to be.::tr the heavier cost of iI'.I!=)orts will necessJ.rily 
deoend on the export perfo:-:na:1::;e of the countries concerned. Cou:1tries 
with slow export growth, sucn as India and Pakistan, are likely to find 
the future oil import burden heavy. 

Attachment 
cc: Members of President's Council 

SSingh/EStern:jl 
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IMPOR'l' Blr.IDEN TO DEVELOPI~;G COUN~rns DUE 
TO PETROLElJE P?.ICS INC?.£.i..SSS; 1970-1980 

Introduction and Summary 

1. T'ne cost of oiJ. imports to developing countrie3 which are net oil 
i..mporters will become an increasingly se-;ere burden on their balance of 
payments. Becaus3 of price increases alone these countries already wilJ. 
spend ~1 .7 billion more,in 1973 than in 1970 (Table 2). It is eA'"Pected 
that their costs will rise further by 1980. At a minimum they will have 
to spend $2 ,4 billion more in 19eo than in 1973 due to furtC1er price increases 
exp8cted bc:·t.-:een 1973 and 1980; under less conservntive 'but still r0alistic 
price assu:-::ptions, the additional costs could amou:1t to $8 billior1 ,!/ 

2. The burden of these considerable oil import costs will fall with 
different intensity on developinc countries'?./ depending on the nature of 
their economies. Developing countries which are major and fast-growing 
exporters can afford to pay for the increased imports, for example, 
Brazil, Hong Kong, Israel, Republic of Korea and Mexico. However, there 
are developing countries, such as Bangladesh, India and Pakistan, which 
have in the past shown slow export growth and which may find it difficult 
to pay for their .future oil imports. Finally, the hard-core, least 
developed countries are by their nature small users of energy, al:.houf;h 
their oil import burden could be heavy in a relative sense. These are 
mainly, but not exclusively, African countries. Country examples are 
given in the attached tables. 

3. The weighted average c.i.f. price of crude oil imports in 1973 is 
estimated at $3 .01 per barrel, an increase of 20 percent over 1972 and 58 
percent over 1970. This price increase is almost entirely due to the 
increase in f.o.b. prices, although freight costs increased as well.· From 
now to 1975'., the Teheran and parallel agrcsments provide for further 
increases in f .o.b. posted pr:i.ces of 2.5 percent per annum plus S cents 
per barrel each year; their effect on tax-paid costs is expected to be 
passed on to customers. Lookinc beyond the expiration of present arrange-
ments to 1930, a key question is what will hap?en in 1976 after the exist-
ing agreements expire. Three cliff e::·ent f. o. b. price assumptions are made; 
the mediu.in price fore cast provides the working hypothesis. 

4. Tne volu_~e of imports for all developing countries is forecast to 
increase by about 9 percent yea rly frcm 1973 to about 380 r.tillion tons by 
1980. Their import bill is estimated to rise from -)2 .J billion in 1970 

"}/ In 1970, oil imports accounted for about 4 percent of the total export 
earnings of developing countries taken together; this could rise to at 
least 10 percent by 1980 and might beco:nc even as much as lh percent . 

?./ Sinrapore, to[;et.her with the Netherlands "·-ntillcs, Trinidad and the 
~.1~1 ... ;:,~~ s, ~.;:A~ic~: -l 1·e r r-"! jor i 1.1~)o~·te:r ~> o.:~ c:r~lc1Lc oil :or refini :-1: ei11d re
e:-:port, a re assm1<:::d to ::1 .1im .. ~-;n ti1c l evel 01' v.:i.lue added fro:-:1 refining, 
and hence are excluded in this note fr0::1 the list of oil importinr; 
countries. 
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to $4.7 billion in 1973 and, on the mediu.m price forecast, to $13.6 bil
lion by 1980 (T:-,blc 1). 

Realized f.o.b. Price Movements, 1970-1980 

5. Realized f .o.b. prices of crude oil exported by the ll member 
countries of OPEC, which account for 95 percent of crude oil exports from 
developing countries, have risen sharply in the last three years. They 
rose from about $1.35 per barrel in 1970 in steps through 1971-1973 to 
about 82.42 today. 

6. Quantities of oil imported by developing countries consist roughly 
of 80 percent of crude oil and 20 percent of refined proch.lcts. Assuming 
the value added in refining is roughly 50 cents per barrel, the weiehted 
average f. o. b. price of crude oil and refined products in 197 3 could be 
about 10 cents per barrel hi 13her thm that of crude oil alone and is worth 
about $150 million for 1973 quantities. It is not taken into account in 
this memorandum, on the grounds that the range of forecasting is already 
wide without extending it to considerine the growth of refining capacity 
in oil importing developing countries. 

7. Realized f. o.b. prices in 1974 and 1975 ·are assUJ:1ed to pass on to 
custaners the contractual posted price increases of 2.5 percent for infla
tion and another 5 c cnts per b.:irrcl each year reflecting the continued 
bargaining ctrength of O?::::c countries; however, producers I r:iargins may 
possibly weaken. On this basis the average realized f.o.b. price of 
crude oil could be about ~2.60 per barrel in 1975. OPEC member countries 
are not seriously considering renecotiation of the present inflation fac
tor in the Teheran Agreement, on the grounds that it no longer covers the 
inflation inherent in their imports fro:n indus~rialized countries. 

8. The key question in forecasting f.o.b. prices is what will happen 
when the present contr.:ictual arransenients for Hiddle Eastern and African 
posted prices expire at the end of 1975. Three different hypothesis are 
used: 

(a) Low_ ... continues the present contractual yearly escalation 
ttu·ough the future; the weichtcd average realized f. o. b. price 
would the :ceby crow from 1:175 by an averai;e 4.0 percent yearly 
to ?3.15 by 1980. 

(b) High -- assumes a jur.rp of $1.50 in posted price in 1976 
_plus yearly escalation thereafter for infl2.tion and additional 
bargained increases. Realized prices would grow yearly fron 
1975 by an averaee of 12.5 percent to a level of about J4.60 by 
1980. 

(c) Hedium -- splits the difference and assumes a jump of 75 
cents in posted price plus yearly esc2.l<'..tion thereafter; 
rc.:11bod p:::-::.cr:s i·:ould r; ro:1 ye_ rl~r .f:·c:-. 1975 by an averq;e of 
8.5 percent to a level o~ c1bout :;3 . 90 by 19:50 . 
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Of the three hypotheses, the low represents the very miru.mum likely 
increases in prices; the meci.un is probably the best to adopt for our 
forecasting; the high is perfectly possible if sane latest views being 
expressed on energy costs and the strength of OPEC prove correct. 

Freight Trend throueh 1980 

9. In calculating landed prices for selected developing countries, 
freight is projected on the basis of studies by our consultants, Petroleum 
Economics Limited, of new five-year charter rates for 35,000-45,000 d.w.t. 
tankers. The installation of discharge facilities capable of receiving 
larger tankers would n ake for lm-1er freir,ht rates; however, such savlngs 
depend on a domestic market large enough to justify the fixed and working 
capital costs of the additional storage needed to receive such ships. 
Freight rates are foreseen to rise by about 6.5 percent yearly from 1973 
to 1980 - from about 34 to 53 cents per barrel taking the medium fore
cast - mainly reflecting strong defland for tankers and increasing ship-
building costs with inherent inflation. (For details, see Table 1.) 

Qu2ntity of Oil I riroorts throue;h 1980 

10. The volume of petroleun ir.morts into the developinc countries has 
been accelerating in recent years. Their net oil inports amounted to 
about 200 million tons in 1972. ( Of this ar11ount four countries - Brazil, 
India, the Republic of Korea and the Phili~pines - accounted for 30 per
cent.) It is estimated th a; the total imports of the developing cour~
tries will rise to about 380 million tons by 1980, exp:i.nding at an average 
rate of 9 percent per annum in 1973-1980. This i:1crease in volume 
reflects both (a) a slightly hicher growth rate of enerbY consumption 
than of GDP in developing countries; and (b) the accelerating need to im
port incremental energy needs in countries such as Brazil, Argentina and 
He.xi.co which are unlikely to expand their domestic energy supplies enoueh. 

ll. To simplify the exercise, the projections assume that the demand 
for energy in the developing countries is price inelastic. However, 
several countries such as Indi a may experien~e foreign exchange constraints 
which may necessitate a r eduction in their oil i mports. Moreover, the 
price forecast is for crude oil; the import burden will be a little higher 
to the extent that refined products are imported instead. 

Commodities and. 2:{port Projections Division 
Economic Ana lysis and Projections Department 
Development Policy Staff 

August 2, 1973 
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1970 

Ma Jor Ex~rters of Manufactures 

Fast-growing exporters 
Brazil 276 
Korea 1)7 

S1ow-gros1.ng exporters 
Argentina 20 

Larse Develoeini; Countries 

India 140 
Pakistan 37 
Bangladesh 17 

Other Countrie~ 

Uruguay JO 
Turkey 68 
Morocc o 28 
Ghana 13 
Kenya 17 
Sri Lanka 2) 
Philippines 115 
Thailand 72 

Sub-total: 14 Selec ted Developing Countries 993 
T,··i.a l: All Developing Cwntrles 2))6 

Weifl!:!ted Avera~e Prices for the 
14 countries 

F.o .b. price 1.34 
Frei·ght, lnsur&.nce 0.57 

C.i.f. price 1.91 

Volume of Oil Imports: 
14 Selected countries 518 
Total Developing Countries 122) 

Growth rates far all developing countries 
Volume 
Value - price lcw 

- price modiwn 
- price high 

OIL IMRJRT BILL OF 14 SELECTED DEVELOPING CQU!,'TRIES, 
ESTIMATED EXPENDITURJ!S, 1970-1980 

1971 1972 1973 1975 

(US$ millions) 

343 428 484 610 
185 208 2~1 480 

52 54 37 JO 

200 264 ) 65 550 
52 6) 77 95 
22 24 )1 JS 

)8 42 54 65 
118 152 187 275 
39 1,8 60 80 
15 18 21, JO 
22 26 34 45 
JO 35 46 55 

153 183 2)7 JOO 
106 124 161 200 

1)75 1669 2088 2850 
3132 3714 4656 6ooO 

(US$ per barrel) 

1. 71, 1.9) 2.42 2.57 
0 .57 0 . 59 0.59 0 .69 

2.31 2.52 J. 01 J.26 

(million barrels) 

594 663 69) 856 
1)56 1474 1547 1845 

(percent) 

1970-1975 1975- 1980 
+ 8. 7 + 9.0 

+12.6 
+1).2 +17. 7 

•20.0 

., 

1980 
Low Medium Hi h 

107J 1350 1635 
850 1130 1370 

180 220 265 

1140 14)0 171C 
145 180 215 
55 70 85 

105 130 16o 
485 510 655 
170 200 225 
55 1.D 80 
75 95 115 
95 115 140 

1,70 590 710 
335 420 so; 

5270 6570 7870 
10900 1)6t,u 16300 

3.14 J.88 4.62 
0.70 0 . 91 1. 12 

J.84 4. 79 5.74 

1370 1~70 1)70 
2!M 2840 28'0 

1970 .. 1980 
+ 8 .8 
+16.6 
+19.3 
+21 . 5 

Hote: & Tho 25 hard-core least developed countries would bo included here. No example is given, as 
energy in an absolute sense but their oil import burden could be heavy in a relative zense . 

individually they are by their nature small users c,( 
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Table 2: OIL IMPORT BILL OF 14 SELECTED DEVELOPING COUNTRIES, 
INCREMENTAL EXPENDITURES 1970-1980 DUE TO PRICE INCREASES SINCE 1970 

(US$ millinns) 

1970 1971 1972 1973 197 S 1980 
Low Medium Hi h 

Major Exeorters of Manufactures 

Fast-growing exporters 
Brazil 51 90 163 245 510 790 1070 
Korea 37 49 105 205 445 680 920 

Slow-growing exporters 
Argentina 6 10 13 15 90 130 175 

Large Develoeing Countries 

India 35 68 143 250 610 895 1180 
Pakistan 10 18 32 40 75 110 145 
Bangladesh 4 6 12 15 30 40 ss 

Other Countrie/a 

Uruguay 7 9 18 25 50 80 105 
Turkey 16 33 68 125 245 330 415 
Morocco 9 l:i 26 40 95 125 155 
Ghana 3 4 8 10 25 40 ss 
Kenya 4 7 14 20 40 60 80 
Sri Lanka 6 9 18 25 so 70 95 
Philippines 28 47 90 130 235 355 480 
Thailand 18 29 60 85 170 255 340 

Sub-Total: 14 Selected Developing 
Countries 234 394 770 1230 2670 3960 5270 

Total: All Developing Countries 542 889 1700 2500 5500 8200 10900 

Note: /a The 25 hard-core least developed countries would be included here. No example is given, as individually they 
are by their nature small users of energy in an absolute sense although their oil import burden could be 
heavy in a relative sense. 
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Mr. Robert s. McNa:nara, Presidc.."!t 

Ernest Stern~ Senior Adviser, VPD 

Age l"'crtility 

· l\•.t']USt 8, 19 'J 3 

?he att:.ich.;1d tabla$, for 50 cou-:1trics , are the f.::..r::;t 
step in developing a syste.~ which will -re:,ort regularl~ 
on age specific fertility develop~ents an<l fanily planning 
performance . Other countries are still baing added, 
data are being updated and th3 ~aterial on nntiona1 
fw'ni.ly planning performance is being developed. At 
this stage , I merely wanted to rE:port that imrk is · in 
progress and to elicit any comments you might have on 
format or coverage . 

q 

Attachment 

cc & cleared with: Mr. '" .I.. King , . 

EStern/lm 
"' 

bee: Mr. Chenery __.,,..--

• 
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OFFICE MEMORANDUM / .,._ / " !'I •• 
-· '1/ 

TO: Mr. Robert S. McNamara 

"ROM , John H. Adler, Di rector, P & B 114 
DATE: Aug ust 8, 1973 

} 

SUBJECT: Five-Year Program of Economic and Sector Work 

1. I refer to your note of August 3 (Attachment A) to Mr. Chenery 
and me regarding the preparation of a five-year program of economic 
and sector work. I believe you have telescoped three dtfferent com
mitments into one. 

A. As far as I know, Mr. Chenery promised you in a memo
randum dated April 3 (Attachment B), an 11ar.alysis of 
FY73 country missions and reports", an "analysis of 
FY73 sector missions", and recommendations on 
"resources to be assigned to sector economic work for 
FY7li and FY75" and on severa 1 other re 1 ated subjects, 
to be available by the end of July. I understand 
that Mr. Chenery's memorandum and attachment of July 30 
on "Economic Missions and Reports" was intended to 
fulfill the April 3 commitment. .. 

B. P & B undertook to produce by the end of September a 
five-year work program, of which economic and sector 
work are major elements. As you may recall, we sent 
you, and subsequently distrLbuted "first cut" tables 
on June 30," and are now having discussions about them 
with the Regions, CPS and DPS. We plan to prepare 
agreed versions of the tables during September, in 
the expectaticn that they will be ready by September 30 
and provide the basis for the forthcoming review of the 
five-year program FY]li-78 (see my note of July 31 -
Attachment C). 

C. P & B promised to provide you with a draft instruction 
on future program changes in economic and sector work · 
(see Blaxall 's note of July 12 to P & B files - Attach
ment D). We have not sent you these instructions 
because we wanted to be sure that they would fit into 
the scheme of the five-year work program described in 
the preceding paragraph. The draft is now attached for 
your approval (Attachment E). 

2. In addition to these commitments, there is also the memorandum 
of July 30 from Mr. Knapp and Mr. Chene ry to the Regional Vice Presi
dents on "Planning and Monitoring of Basic Economic Work" (Attachment 
F) proposing that: 

11 a fi ve - year program for basi c econom ic work s houl d be 
prepa red by mid-September by each Region with the 

J , . 

. . 
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Mr. Robert S. McNamara - 2 - August 8, 1973 

} 

advice and assistance of the Progr~n Review Division 
so that it may be incorporated into the five-year 
work program and manpower tables which P & B is sched
uled to have completed by end-Septembe r, 1973". 

Mr. Knapp has discussed this memorandum with the Regional Vice Presi
dents; its results will be reflected in the five-year work program, 
which, however, will cover also a number of other "country and sector 
work" categories not covered in the Knapp/Chenery memorandum (see 
Five-Year Program format sample dated June 22 - Attachment G). 

Attachments 

Clearance and cc: Mr. Stern 

cc: Mr. Knapp 
Mr. Aldewereld 
Mr. Chenery/ 

PJBowron/JohnHAdler/mm 

• 

.. 
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INTERi'. ..:.- .:,AL. BAN" FOR 

RECONSTRUC- :: ',i AND DEVELO?MENT 

WA$ HilloG7= • :>. C. 20433, U.S.A . 

l'",-ICC 01'" THC PRE:SIOCNT • !..;.i_gus t 3, 19.7 3 

,,, 

..... ., /· 

HDlORA...'mUX FOR MESSRS. CHE~;:?:.: and ADLER 

Five-Year Program of Econo~~c and Sector Missions 

I had understood tha:: would receive by July 31 a 
five-year program for econo~~c and sector missions, includ
ing an analysis of the adequa:::y of the program in meeting 
the Bank's objectives, plans £or the staffing and schedul
ing of missions and prepara~~on of reports, and a statement 
of the responsibilities and ?=ocedures for regular review 
and updating of the program. when will this material.be 
available. 

I 

cc: Mr. Knapp 
Mr. Aldewereld 

Robert S. McNamara . 

ATTACHMENT A 
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TO: 

=-ROM: 

SUBJECT: 

,. 

ttHERNA T IONAL DEVELOPMEN T I INTE R:lA TIONAL BA:>H: FOR 
ASS'>CIATIOtl REC'm: sTRt!CTIIJN Mm CEVELOP\1ENT 

INTERN AT I O,'!Af.-r-1 "tANCE· 
CORPORATIC~ ' 

OFFICE ME/v\ORANDUM 
ATTACHMENT B 

I 

Mr. Robert S. McNamara DATE: April 3, 1973 
• ·\ ., 1 

Hollis B. Ch
1
en~ry·\ ·f/v ' 

Planning for FY74 Econcimic Missio~s and Reports 

1. This is in response to your suggestion, prompted 
by my memorandum of March 1 and John Adler's memorandum of 
M~rch 6 (copies attached), that we try to integrate pos
sible revisions in FY74 economic work plans with the current 
budgetary process·. 

2. The objective of the review suggested in my 
memorandum is to make the best use of the staff we have, 
which should be a regular feature of our functional super
vision. Given the status of the Regions' .. ·work. programs; 
it.is not possible to come up with a revis~d FY74 program 
of economic work, cleared with the Regions, tn time to 
incorporate its inputs into the FY74 budget. Since changes 
in priorities wil~ take time to. implement, they may not have 
a significant impact on FY74 resource allocations. Given 
the backlog of sector and special studies, any staff savings 
that may occur in FY74 can be reassigned to higher priority 
uses. • 

3. With this objective in mind, we plan to have the 
·following for you by end-July: 

(i) An analysis of FY73 country mission~ and 
reports. Were ~issions adequately or 
excessively staffed? Did the questions 
covered reflect the concerns · of the Bank 
G~oup? What use was made of the reports? 

(ii) Proposals, prepared in consultation with 
the Regions and with P&B, to reduce the 
size and frequency of updating missions 
and reports and to ~irnplify requirements 
for economic supporting material for CPPs 
and Board consideration of loans and 
credits. 

(iii) Guidelines for updating reports · and for 
reports in tended _for consortia. 

{iv) An analysis of FY73 sector missions . 
St.:iff i.ng. Pu:-posc . ---·r.c·a~fr3ns- Tor .. slipp.:ige. 
Reconu;1cndc.1. tic,ns on resources to be: o.s~3igncd 
to sec tor 12conomic work for f'Y7 4 .:i.ncl ?Y7 5. 
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Mr. Robert S. McNamara - 2 - April 3, 1973 

i 

4. Before we can evolve more effective control 
mechanism, we must have a much better understanding of 
our work objectives, of the ma·tch bet\·1een work. programs 
and staff resources, and of our experience with the 

v- revised system. Once the analysis indicated in para 3 
is complete~, it should provide the basis for devising 
an appropriate control mechanism. 

Attachments 

cc and cleared with: Mr. J.H. Adler 

.PPKuczyn~ki/EStern/MHaq/HBChenery:csm 

• 
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ATTACHMENT C 
INTERNATIONAL 8ANK FOR 

RECOOSTRU CTION AND DEVELOPMEN T 

INTERNATIONAL DE VELOP~ENT 
ASSOCIATION 

Mr. McNamara: 

; 

INTERNATIONAL. FI NAN CE 
CORPORATION 

July 31, 1973 

Please find attached the Outline of 
the Review of the Five-Year Program; it has 
been cleared with Hr. Chenery. 

Regarding the schedule of preparing 
the paper, we have agreed with the Development 
Policy Staff that their inputs, especially 
section 2 and parts of section 3, .would be 
available for incorporation in the draft by 
the end of September. By tha~ time we also 
expect to have reached essential agreement 
with the Regional Offices pnd Central Projects 
Departments on their five-year work programs. 
On that basis I propose to have a first ciraft 
in your hands on Honday, October 29 . 

• 

cc: Mr. Knapp 
Mr. Aldewereld 
Mr~ ·chenery 

; 

John H. Adler 
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P & B Fl 1es 

John Olaxall, Deputy Director 

Prograri of Econoni c· nnd Sector Vork 

J,- ~--

ATTACH McNT D 

July 12, 1973 

J 

t. In the course of a discussion on a separate matter involving 
Messrs. lk'.lar.arn, Chenery, Stern, and riyself, /fr~ MdJar.iara reiterated 
his concern that there wus •!no eccino:-iic \.JOrk progran". He instructed 
P & a to draft for his sisnature a r.:enorandum to the Re<Jional Vice
Presidents v1'.1ich \•1ould rc1uirc then to get the authorizntion of 
Messrs. Mc:lar.ara, Chenery , and Kn.:ipp before r71u;dng any change in . their 
prograi:1 of ccononi c ,:ind sector \·JOrk. 

2. In the course of subsequent discussion, he made it clear 
that he saw this as a te~porary (perhaps 12 n;nths) ~casure to ensure 
that t~e country and sector work programs were taken seriously in the 
Regionol Offices. He also conceded that only "siqnifi.cant"· chanqes 
would hc1ve to be authorized in this way but indicated he ~JOuld \·mnt to 
approve t;1e def In it I on of 11 s i gn if i cant". ,. 

3. Hr. Chcnery mentioned the exerct5e nO\·/ unden-,ay lnvolvin~ DPS 
and the Regional Offices to review the acconplishncnts of the country 
and sector vJOrk pro<:7 ram in FY73, and propose ch an res in the FY?l1 pror; rnn. 
Mr. Chenery said this docunent would be re~dy before the end of July, 
and sug9es~ed th~t no instruction be issued on future pro~ram changes 
until it hild been circulated. Mr. t1d!ar.iara agreed, saying he woulci iike 
to see a draft of the P & D instruction at the same time as the review 
docume,,t. 

JB1axa11 :cbr:i 

cc: ttessrs. Adler (o.r.) 
Bowron 
Street 

..... 
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ATTACHMENT E 

d r a f t 
PJBowron/JohnHAdler/mm 
August 8, 1973 

TO Regional Vice Presidents, Mr. Baum , and Mr. Chenery 

FROM Robert S. McNamara 

SUBJECT: Approval of Changes in Planned Economic and Sector Work 

1. The substantial differences between planned (and budgeted) 

economic and sector work in FY73 and the actual results indicate a 

need for better initial planning and increased management attention 
.. . 

in these areas. Improvement is expected this year be·cause the work 
.. 

programs for FY74 have been developed by the offices responsible for 

their execution. The increased responsibilities for planning and 

.review envisaged for Regional Chief Economists (outlined in the memo-
.. 

randum of July 30 to you from Messrs. Knapp and Chenery) should fur-

ther improve the situation. The Five~Year Operations Program tables 

'now being prepared jointly by the Regions and P & B also wi 11 help. 

believe, however, that in addition it ·is necessary to establish the 

following procedure for the approval of changes in economic and sector 

work programmed in the current fiscal year. 

2. The approved economic and sector work program will be the 

listings of missions and reports and the related manpower requirements 

in Standard Tables Va and Vb. Changes in these tables need be reported 

only through the regular monthly submission to P & B of mission and 

report ti metables (Form 700), except for changes which (a) . mo~e a mis

sion or repor t i nto o r out of t he current fi s cal yea r, or (b) cumu latively 
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alter a Region's total staff requirements for the year (in manweeks) 

in either table by more than 1(1'/o . In these exceptional cases, 

a memorandum proposing the change should be sent by the Regional Vice 

President to P & B, with copies to the President, Senior Vice Presi

dent, and Vice Presidents, Development Policy and Projects. The memo

randum should give th~ reasons for the proposed change, and an indica

tion of how any additional manpower needed would be provided, or how 

any manpower freed by the change would be used. P & B will ensure 

that staff recommendations from DPS, CPS, and P & Bare.presented in 

a single memorandum within ten days to the President or Senior Vice 

President with copies 1:o the other parties involved. Similarly, P & B 

will make the necessary revisions to Standard Tables Va and Vb if the 

proposed changes are approved. • 

3 . Programs of economic and sector work for the outyear~ will be 

prepared within the Five-Year Operations Program. Instructions regard

ing changes in these years will be issued by P & B. 

cc: Regional Chief Economists 
Regional Program Coordinators 
Directors CPS Departments 
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TO: 

FROM: 

SUBJECT: 

__ _ ,. __ ... _ ·- - -

1N l C:R., AT 10'; .1. L r.[V[LC'i'V(N T 
ASSOC I/. TI -'):: 

, ~n :?::"11,J, N11..L BA"I-: ron 
RECC: : S li:.:UCTICiN Ai,:J QEVEL O:>Mrn T 

Mr . John .:\dlcr 
I NT[;. ,:ATl-0'1A L F l~l 'I( . 

C.Oi~?OflA .1 I ON 

/ _.,.-- ATTA CHMEtJT F · 

Vice Presidents D:'\TE: July 30, 1973 Regional 
\~?/ 

J. Burke Knapp and Hollis B. C e nery 

I; ''L · t · PV;nninq of Basic Economic l'lork 2. n .·.oni o::::- J. nq 

Mr. McNamara has indicated on several occa s ions 
that he is quite concerned a bout the substa ntial changes 
which occur d~ring t h e cours e of the year in the schedules 
of economic and sector missions from those set out at the 
beginning of e a ch year in P & B Standard Tables Va a11d Vb. 
These changes are _essentia lly due to the tentative nature 
of the planning process in this area as it has evolved so 
far. However, based on the experience we have acquired it 
is now possible to define work program priorities more · 
firmly and to define the mechanism for reconciling competing 
claims on £taff resources. 

. . 
"Basic ec~nornic work" includes the sectoral and 

other long-t9rm studies that form the basis for our basic 
economic reports. It should be recognized that substantial 
advance planning and prior work 2.rc needed to obtain basic economic 
reports. The Blue Book issued i~ October 1972 assigns a key 
role to the Regional Chic~ Zcono~ist in "the annual establish-
ment of economic work progra·n i:Jri ori ties II and in maintaining 
"a high quality of economic work," but this responsibility 
does not appear to be backed up ever}T\"lhere by sufficient 
operative suppo~t. 

We believe that it would be desirable to establish 
a specific mechanism· for planning and monitoring basic economic 
work. We have the following suggestions for . your consideration 
and would like to discuss these ideas with you at an early 
date. 

(a) A five-year program for basic economic 
work should be prepared by mid-September 
by each Region with the a dvice and assist
ance of the Program Review Division so that 
it may be incorporated into the five-year 
work program and ma npower tables which 
P &. Bis scheduled to have completed by 
end September 1973. 

..2/-
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Regional Vice Presidents - 2 - July. 30, 197 3 

J 

(b) The Regional Chief Economist should be 
given a clear mandate to drilw up this 
five-year program in consultation with 
the departments and divisions concerned, 
and should be resoonsible within the 
Region for its subsequ8nt monitoring and 
revision. Similarly, all changes in 
schedules hy the Regions should be made 
in consultution wit.h their Chief 
Economists. 

(c) A complete five-year program of economic 
and sector work will continue to be -
prepared as an attachment to the CPPs. 
The review of that program should provide 
an important input to the revision of the 
Region-wide program of basic econornic work. 

. , 
(d) P & B will prepare monthly reports on 

chnnges in tho nchcdul8S in Standard T~bles 
Va and Vb, and will prepare revisions to 
the Five-Year.Progra~ tables. 

(e) Separate instructions are now being prepared 
and will be issued shortly regarding the . 
clearance to be obtained by the Regions 
before making sighificant changes in U1eir 
programs of economic and sector work. 

(f) An annual report will be prepared jointly by 
P & Band the Program Review Division on the 
nature and direction of basic econo~ic work 
and the associated manpower and financial 
requirements. 

cc: Mr. McNamara 
Mr. Kearns 
Other members of the President's Council 

/ 
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ATTACHMENT G 

; 
Table 07 
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MEMORA.i.'iDUM FOR THE RECORD August 3, 1973 

Procedure for Documenting Results of Meetings of the Policy Review Committee 
Chaired by the Presiderft or Senior Vice President 

Mr. McNamara has agreed to the following: 

1. The Secretary of the Policy Review Committee should prepare minutes to 
be distributed to those present at the meeting. 

2. In addition, if the meeting concludes that the policy paper should be 
revised for purposes of reconsideration by the PRC or for purposes of its 
presentation to Executive Directors, the Secretary of PRC should prepare notes 
to be used in revising the paper. These notes will be distributed to the 
rr~§idgnt, the Senior Vice President, and the Vice President for Pevelopment 
policy. 

3. If the meeting concludes that specific action is required (apart from 
the revision of the policy paper), the Secretary of the PRC should transmit to 
the appropriate action autho~ity, along with the minutes of the meeting, a 
memorandum specifying the action to be taken. 

4. All documents mentioned should be cleared with the Office of the Chair-
man. 

cc: Mr. Knapp 
Mr. Chenery ../ 
Mr. Haq 

{Y~~ ~....,SZ::.....,) 
Anders Ljungh 



OFFICE OF THE PRESIDENT 

INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON, D. C. 20433, U.S.A. 

August 3, 1973 

,I 
MEMORANDUM FOR MESSRS. CHENERY and ADLER 

Five-Year Program of Economic and Sector Missions 

I had understood that I would receive by July 31 a 
five-year program for economic and sector missions, includ
ing an analysis of the adequacy of the program in meeting 
the Bank's objectives, plans for the staffing and schedul
ing of missions and preparation of reports, and a statement 
of the responsibilities and procedures for regular review 
and updating of the program. When will this material be 
available. 

cc: Mr. Knapp 
Mr. Aldewereld 

Robert S. McNamara 

AU" i':l. 

J I," ... , .... I I',,' . 

!.:.tt.n 1 1 .t~ 

,t;i 1'1 ~~ ,{ ~ 'l '1.~ 
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are nc.nethc:tess still :.Among tht-1 lowest consumers of fe:;;;iiH.ze .... in the 

world, wheth<n-· n10asured on eith~r a cornnunption lW.l .. hectal."e or on 

Dr. Haymond Ewell has estimated that the developing 

nations will need to expand their fertilizer production capacity by 

19 million .n1.et:t,ic ton.c;, a.s well ·as to increase imports of fertilizer 

to 8 million tons during the next decade,. if they ore to meet theil' fo(J<J 

pl"oduction goo.ls. He estirnates that an investn1eni of$ 28 billion 

dollara will be required to chieve this target. ".t:'hei5e costs will in-

clude: investments in new fertilize1. .. plants (5. 8 billion), transportation 

facilities (S. 0 billion), marketing .facilities (3. 0 billion), im.portcd 

fediUzer to make up tlle deficit {8. 0 billion),. raw materials to operate 

indigenous plants ('l. O billion) and spare parts and chemicals (l. 4 billion). 

It is obvious that.. to reach this fertilizer production goal .. allocutions 

or both public a.,").d priva~e fund~ will have to be greater than they have 

ever been for agricultural improvement in the developing 1>.atiorw fal 

the past. This is al::;o n'lore evidence wl".ich should help to desh·oy the 

myth that it costs little to produce tile food we all n<::ed to su.stain life. 

L"l the past .. investments of this magnitude have been restl"'icted to l::u:ge .;.. 

publJ,: wor}rs project::? nuch as the .-nultip1e purpose dams. detrel ~i:>1nen.~ 

of heavy L"ldt1stries. defense outlays and national airline~. 

THE POPllLAT!ON r•h: ONSTER 

V!henever we talk :i.bout the wo1 .. ld Coad pro<lucti°'5"l problem, 

... 
·, 
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1NTERNAT1 0· AL oE vc.L ,. ' c NT 1· INTE~ A rbNA, BANK . FOR j INTERNATIONAL FINANCE 
ASS0CIATION REC0NSTRUC110N A~ . DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO:Mr. Robert S. McNamara 

FROM: Ho]] is B. Chenery \~]l
SUBJECT: Economic Missions and Reports I&, 

I· 

DATE: July 30, 1973 

J. The attached mernorandum'has been pr~pared by the Pol icy Planning 
and Program Review Department as a part vf its role of functional review 
of economic work. An earlier draft has been discussed with the Regional 
Chief Economists, P & Band the CPS. 

2. The main conc : usions of this analysis are as follows: 

(a) l f presen t pl ans for 1974 are Imp 1 emented without s 1 i ppage, 
there wll I be a 20 percent Increase In total economic and 
sector work over the average for 1972 and 1973. Although 
some slippage is 1 ikely, we still expect a significant increase. 
The number of reports issued in 1974 is expected to rise 
proportionately more than the number of man-years devoted 
to this work because of a carry-over of Hork in progress 
from 1973. A reduction in the number of man-years per 
mission dnd report is also projected, resulting in part 
from a G,'!cl ine in the r:iumber of basic missions. We believe 
mor£ dur~ble savings can be achieved by cutting down on the 
repor t wr iting requirement~ of updating missions. 

(b) The p·l annea reallocation of economic and sector work for 197,., 
reflects tne Bank's growing concern with helping the poorer 
countries. Total economic and sector work in the 21 11 Jeast 
developed 11 and the 9 11other poorest" countries is expected 
to increase by nearly 60 percent in absolute terms, from 
28 percent in 1972-73 to 37 percent of the total in 1974. 
A 50 percent decline is foreseen in the work on the 15 high
income countries. 

(c) While there is a continuing need for in-depth studies of 
broad soc:al and economic development issues, perhaps the 
main potenrial for improvement in our economic work i5 in 
a better focus on sector problems. We, therefore, s .. pport 
the trend which is now evident in some of the Regions to 
allocate more of their economists' time to this subject. 
Both we and the CPS believe that there is a need for a better 
definition of the economic questions to be covered in sector 
work. 

(d) Under present plans, tnere will be a drop in the number of 
basic economic missions in 1974 below the 1973 level - from 
13 to 11. The output of basic reports will rise from 10 to 
]7 because of the carry-over of work from 1972 and 1973 
missions. For planning future basic missk>ns, we need a 



Mr. Robert S. McNamara - 2 - July 30, 1973 

better determination of the priority for these missions 
relative to other economic and sector work. 

3. While the Regional offices have made significant progress over 
the past year in undertaking basic economic work, the mechanism for 
planning and monitoring this work remains largely undefined. There 
is no accepted process for establishing economic work program priorities, 
either on an annual or a five-year basis, nor any defined mechanism 
for reconciling competing claims on staff resources for economic work. 

4. I believe that it would be desirable to establish a specific 
mechanism for planning and monitoring of basic economic work. To meet 
this need, Burke and I have jointly· sent a memorandum to the Regional 
Vice Presidents making the following proposals for the current year: 

(a) A five-year program for basic economic work should be 
prepared by the Regions and submitted to the Program Review 
Division and P & B by end September 1973. This program 
should be in detail for the first three years (si~ce consider
able advance preparation Is essential Including sector and 
special missions) and indicative for the last two years. 

(b) The Regional Chief Economists should be given a clear mandate 
to draw up this five-year program in consultation with the 
Departments and should be responsible for its subsequent 
monitoring and control. 

(c) P & B will prepare monthly reports, similar to those now 
issued for lending operatJons, on significant changes in 
mlssion schedules, and quarterly reports on the changes 
expected in total manpower allocation to economic and sector 
work. (All such changes by the Regions must be made in 
consultation with their Chief Economists.) 

(d) An annual report will be prepared jointly by P & Band the 
Program Review Division on the nature and direction of basic 
economic work and implications of this work for manpower 
al locations and for the annual budget. 

(e) A complete five-year program of economic and sector work 
for each country will continue to be prepared as an attach
ment to the CPPs. The review of that program should provide 
an important input to the annual revision of the Region-wide 
pr_ogram of basic economic work. · 

5. also feel that we should provide for regular review of basic 
reports. I have so far reviewed the two reports, on Mexico and Y_ugoslavia, 

~ 

..... 



Mr. Robert S. McNamara - 3 - July 30, 1973 

on an ad hoc basis, at the request of the Regions. I am discussing with 
the Regional Chief Economists a more instit.utional ized system for such 
reviews. 

cc: Mr. J. Burke Knapp 

JEde1man/MHaq:vet 

i I . ,I 

,. t-> 

L I , 
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,. INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Regional Vice Presidents \~'l/ 

FROM: J. Burke Knapp and Hollis B. th~nery 

DATE: July 30, 1973 

onitorin of Basic Economic Work 

Mr. McNamara has indicated on several occasions 
that he is quite concerned about the substantial changes 
which occur during the course of the year in the schedules 
of economic and sector missions from those set out at the 
beginning of each year in P & B Standard Tables Va and Vb. 
These changes are essentially due to the tentative nature 
of the planning process in this area as it has evolved so 
far. However, based on the experience we have acquired it 
is now possible to define work program priorities more 
firmly and to define the mechanism for reconciling competing 
claims on staff resources. 

"Basic economic work" includes the sectoral and 
other long-term studies that form the basis for our basic 
economic reports. It should be recognized that substantial 
advance planning and prior work are needed to obtain basic economic 
reports. The Blue Book issued in October 1972 assigns a key 
role to the Regional Chief Economist in "the annual establish-
ment of economic work program priorities" and in maintaining 
"a high quality of economic work," but this responsibility 
does not appear to be backed up everywhere by sufficient 
operative support. 

We believe that it would be desirable to establish 
a specific mechanism for planning and monitoring basic economic 
work. We have the following suggestions for your consideration 
and would like to discuss these ideas with you at an early 
date. 

(a) A five-year program for basic economic 
work should be prepared by mid-September 
by each Region with the advice and assist
ance of the Program Review Division so that 
it may be incorporated into the five-year 
work program and manpower tables which 
P & Bis scheduled to have completed by 
end September 1973. 

. . 2/-



Regional Vice Presidents - 2 - July 30, 1973 

(b) The Regional Chief Economist should be 
given a clear mandate to draw up this 
five-year program in consultation with 
the departments and divisions concerned, 
and should be responsible within the 
Region for its subsequent monitoring and 
revision. Similarly, all changes in 
schedules by the Regions should be made 
in consultation with their Chief 
Economists. 

(c) A complete five-year program of economic 
and sector work will continue to be 
prepared as an attachment to the CPPs. 
The review of that program should provide 
an important input to the revision of the 
Region-wide program of basic economic work. 

(d) P & B will prepare monthly reports on 
changes in the schedules in Standard Tables 
Va and Vb, and will prepare revisions to 
the Five-Year Program tables. 

(e) Separate instructions are now being prepared 
and will be issued shortly regarding the 
clearance to be obtained by the Regions 
before making significant changes in their 
programs of economic and sector work. 

(f) An annual report will be prepared jointly by 
P & Band the Program Review Division on the 
nature and direction of basic economic work 
and the associated manpower and financial 
requirements. 

cc: Mr. McNamara 
Mr. Kearns 
Other members of the President's Council 
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TO: 

FROM: 

SUBJECT: 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASS'>C:IATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORA Tl ON 

OFFICE MEMORANDUM 
Mr. Robert S. McNama1~__:, President DATE: 

Hollis B. Chenery, J ~ :61:velopment Policy 

July 30, 1973 

Import Burden of Developing Countries due to Increase 
of Foodgrain Prices 

The attached note, prepared at your request, 
examines the effect of recent increases in foodgrain 
prices on the import bill of the developing countries 
(LDCs). The analysis shows that the additional drain 
on LDC foreign exchange resources will amount to 
$1.4 billion in 1973, 50% more than in 1968-70, $1 billion 
in 1974, and $0.5 billion in 1975. In addition, LDCs 
will incur additional costs because quantities of grains 
under food aid are expected to be reduced in the future 
and payment terms are apt to harden further. This extra 
burden, however, cannot be estimated at this time. 

Attachment 

cc: Mr. Tims, Director, EA&P Dept. 
Mr. Singh/Mr. Marsili, EA&P Dept. 

, 
/ 

HBChenery:tk 

President has seen 
( d--t~ 0.- , .c ,,/ tZ:.e- t7. 2-

Ye~ o" q, ., ., .,., 7. ~ ... "'> / ' 
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SuTT1mary 

IMPORT BURDEN OF DEVELOPING COUNTRIES DUE TO 
INCREASE I N FOODGRADr PRICES 

1. The increased prices of foodgrains will be a substantial, and 
unanticipated drain on LDC foreign exchange resources at least through 
1975. Foreign exchanee expenditure is estirrated to be $1.4 billion 
higher in 1973, because of price factors alone; this is a 50 percent in
crease from 1968-70.1/ The equivalent figure for 1974 is $1.0 billion 
and $0.5 billion for-1975. In addition to these estimates LDCs will 
incur additional costs because the percentage of food imports provided 
under aid programs is expected to be lower in these years than in the 
past and the terms m3"'J harden. The impact of the shifts in aid financing 
cannot be estimated since, in many cases, supplier decisions affecting 
imports in 1974 and 1975 have not yet been taken. Estimates for the 
major LDCs affected by higher foodgrain prices are given in Tables 1 and 2. 

Background 

2. The exceptional crop failures which occurred in .1972/73 in many 
countries had a dramatic effect on the level of international trade, stocks 
and prices of grains and rice in 1973. Compared with 1972, the volume of 
trade in all grains expanded this year by over 25 percent, while stocks 
(mainly of wheat) declined by 30 million tons (25 percent) and prices 
increased by 60 percent on average.2/ All grain deficit countries, develop
ing and developed alike, are therefore faced with much larger outlays of 
foreign exchange than in the past to buy foodgrain supplies. On the other 
hand, a few surplus developed countries and Argentina currently benefit 
from record export earnings from these commodities. 

3. The present tight grain situation is expected to ease so~ewhat 
in 1974. However, due to the substantial depletion of stocks in 1973 and 
the necessity of re-stocking, prices of grains and rice will remain high 
in the next two years compared with the 1968-70 level, though some decline 
is expected. This means that at least until 1975 expenditures on imports 
of foodgrains, particularly for developing countries 3/ will be substantially 
higher than they would have been if prices had remained unchanged. Moreover, 
fooci aid shipments l:!/ are expected to decline because approximately constant 

1/ The 1968-70 is considered in this note to represent a "normal" situation, 
i.e. a period characterized by reasonable balance between current supply 
and dem?nd and stable prices. 

2/ For further detail see ''World Grain and Rice Situation and Outlook," 
SecM'73-395, June 28, 1973. 

3/ Because many LDCs either maintained their US dollar exchr-nge rate or 
devalued vis-a-vis the US$ , higher dollar prices of grains are more 
directly reflected in these countries import outlays than is the case 
for most developed countries for which part of the increase in prices 
is absorbed by revaluation. 

h/ Food aid shipments of grains averaged 10 to 12 million tons annually 
in 1970-72, about a third of LDC total grains imports. 
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budgets in the donor countries will provide less grains at the higher 
prices and beeause supplies, incluJing stocks, will be more limited. 
In addition, terms may harden, particularly the maturity and downpayment 
required for credit sales.1/ 

4. The assessment below, and the data in the Tables, are based on 
assumptions concerning the quantities that LDCs are likely to import in 
1974 and 197S. These estimates assume normal weather and crop conditions. 

Effect on LDC's Foreign Exchange Expenditure 

5. In the 1968-70 period, LDC imports of foodgrains (including food 
aid shipments), averaged about 32 million tons, costing about $2.9 billion 
per year (Table 1). fix countries, Bangladesh, India, Indonesia, Philippines, 
Sri Lanka and Egypt accounted for about 40 percent of total LDCs' foodgrain 
imports in 1968-70. Of the total foocgrain imports, aid shipments of 
grains to all LDCs combined, amounted to an estimated 30 percent of total 
grains import value. The proportion of imports supplied under aid programs 
ranged from 10 percent for Egypt to 80 percent for India. The terms of 
food aid also vary widely, ranging from grants to immediate cash payments 
of up to SO percent. Actual expenditure of foreign excha~ge on foodgrain 
imports thus varied considerably by country depending on the proportion 
and tenns of food aid in the total. 

6. For 1973 we estimate that the volume of LDC foo dgrain imports 
will rise to 36 million tons, i.e. 10 percent more than in the 1968-70 
period. Mainly as a result of higher import prices, the value of these 
imports will reach about $4.6 billion, i.e. $1.7 billion more than in 1968-70. 
r.bile the dollar amount of food aid is expected to increase sl~ghtly, the 
proportion of food aid shipments is estimated to decline from 30 percent to 
20 percent of the total.2/ Projections for 1974 reflect our belief that 
grain prices will show some decline starting in 1974 while the volume of 
LDC grain imports will remain high, at around 36 million tons. A more 
normal volume of imports is expected in 1975; prices will also decline 
somewh F.t though not to the 1968-70 levels. Thus, even in 197S, LDCs as a 
group will still be spending $S00 million more on imports of foodgrains 
th~n in 1968-70. However, some of the developing countries shown in 
Table 1 will spend less because the reduction in the imported quantities 
will more than conpensate for the higher unit prices of foodgrains. 

1/ Terms under Title I of P.L. 480 have in fact been hardening over the 
years with the gradual phasing out of sales for local currencies and 
the corresponding increase in long-term dollar sales. Since 1972, all 
Title I sales are long-tenn credits repayable in dollars. 

2/ The proportion of grains received as food aid by individual LDC is 
estimated to have changed considerably in 1973 as compared to 1968-70 
(see Table 1). India, for example, received 80 percent of the value of 
its imports under food aid in 1968-70 but none in 1973. The increase 
in the import bill for India in terms of foreign exchange is therefore 
much larger than the actual figures show. 
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7. Table 2 presents, for selected LDCs and for all LDCs combined, 
an estimate of how much more these countries will spend to purchase 
foodgrains in 1973-75 than they would have if prices had remained at 
their "normal" 1968-70 level. For all LOCs combined, the supplementary 
expenditure is estimated at $1.4 billion in 1973, almost $1 billion in 
197u, and $0.5 billion in 1975. Since it can be safely assumed that food 
aid shipments in the next couple of years will be curtailed, the amounts 
shown represent the minimum increase in foreign exch rnge outlays which 
LDCs will incur as a result of higher import prices. These unanticipated 
increases in expenditures are, of course, a serious drain on foreign 
exchange resources available for development. In a number of cases countries 
had planned on achieving, or making substantial progress toward relative 
foodgrain self-sufficiency by 1975. The failure to reach these targets 
will imply ~~bstantial compensating shifts in planned development 
expenditures. 

Cormnodities and Export Projections Division 
Economic Analysis and Projections Department 
Development Policy Staff 

July 12, 1973 
.. 



.. Table l: DEVEI.OPI:-.G CO!r.:TR.r.c.S - ~PC:1.TS OF FOOD3:!.AI:1S, 1968/70-1975; IMPORTS 
U?IDE."t FOOD ilD rn 1963/70 iuw l',73 

Actual Estil'".ated Projected 
1901- 70 1'773 1974 1975 

VoJume Value % /1 Vol une Value % /1 Volume Va::!.ue Volume Value 
(1,000 ($ Food (1,000 ($ Food (1,000 ($ (1,000 ($ 
m.t.) million) Aid m.t.) mi] lion) Aid m.t.) rni 1Jiao) rn,t,) million) 

Selected Developing Countries 
Bangladesh /2 · 1,313 130 50% 2,400 288 70% 2,000 225 1,400 142 
India 4,521 387 Bo~ u,200 460 5,300 535 2,8oo 259 
Indonesia 1,239 173 60% 1,800 2tl2 60"! 1;)00 186 1,000 120 
Philippines 593 uO 1,350 175 50% 1,150 140 930 95 
Sri t,anka 988 96 50% 960 124 60% 900 105 900 93 

Egypt Arab Rep. 1,760 102 10% 2,600 283 5% 2,400 239 2,uOO 215 
Senegal 278 30 450 54 30% 400 47 uOO 4u 

Total above 10,682 958 60% 13,760 1,666 35% 1J,u50 1,477 9,830 968 

Other Developing Countries 21,788 1,928 10% 22,2uo 2,900 10% 22,550 2,600 22,170 2,300 

Tota~ l)eveloping Countries 32,470 2,886 JO'!. 36,000 4,570 20:( 36,000 u,ooo 32,000 3,270 

h Partly estimated: ernressed as percentage of total import value of foodgrain.~. 
7'l Includes shipnents from Paki sta~ until ~970. 

Source: ~AO, Trade YeArbook, 1971. 
., 

Economic AnaJysiE and Projections Department estirr.ates. 

Table 2: DEVELOPUiG COlP.ITRIES - ESTil'ATED VALUE OF IMPORTS OF FOODGR.AI~ 1973-1975: 
(I) AT PROJECT;:!) PRICE.5 1.1m; (II) AT ly6o-70 PRicrn /1 

Estimated Value of Foodgrains Irrroorts 
At projected prices At 19b6-70 prices /1 

(I) (IIt -
1973 191fi 1915 1913 191 1915-

IncreaEed Exnenditure 
because of higher cereals 

prices (!)-(II) 
1973 191fi 1915 

---------------------------------------($ million)----------------------------------------

·selected Developing Countries 
·Bangladesh 288 225 142 212 177 126 +76 +48 +16 
India u6o .535 259 336 u26 2)1 +12u +109 +28 
Indonesia 282 186 120 2)6 160 117 +46 +26 +) 
Philippines 175 140 95 129 109 82 +46 +)l +13 
Sri Lanka 124 ,05 93 82 77 77 . +42 +28 +16 

. Egypt Arab Rep. 283 239 215 151 l ;9 145 +132 +JOO +70 
Senegal 54 47 44 40 36 36 +14 +ll +a 

Tota) ·above J,666 1,l.:77 968 1,186 1,124 814 +480 +353 +15h 

Other Developin~ Countries 2,900 2,600 2,300 1,960 1,980 1,950 +940 +620 +)50 

Total Developing Coun~ries L,570 4,080 3,2 70 3,150 J,100 2,770 +1,420 +970 +500 

/1 The calculation isbased on the assumption that in ab sence of the crop failures in 1972/73, ce:::-eals p:::-ices would have 
remaine d, in the 1973-75 perioi, at the ]7GH-70 ave:-nr,e level ~er grains, anri at the 1970 l evel for :::-ice: forecast of 
quantitie~ of cere~ls to be imported are ~hown in Table 1. 

Source: Table l and t:conomic AnaJy<:is and Frcje::~:ior:'l :-e;:,a:-t~nt estiMate ... 
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INTERNATIONAL DEVELOPMENT l INTERi''<A1,0NAL dANK FOR ·;,, 1· INT6NATl~N~:;,N,;NCE / t\ ,ssoc1•n~ffl~;oo~~:~~;~•;uMi!?;;~ 

<: Tl::: .::r ~ .r ~ 
Mr. Robert ~. ;;_BIIlara DAT~~~9~~ ,./[_ , di_~ 

Gerald Alter/ 1 /..DC J,.~ J.,,-<~ ~ ~ 

TO: 

FROM: 

SUBJECT: Your Annual Meeting Address i ... ..,;;_, A/./,-<_ lJ zt/ ~ ~ 

7 

I" --.:.LJ_ t~JjJ,f (-:~,~~( 7/~-t~ 
- ~ . ~-,. -1:_ . ,, ( 'l ~JI _tfll_.__ ~~ 

1. I am in agreement wi t:C. -i;,, c &...,.,!a.s.:.s .fOU give fn your Annual Meeti~ L 
speech to rural poverty in the ~eve~oping countries, its scope, nature, and J -~ 
effects, and what cau and should be done ~bp~~ it ~y the developing countriez;, ~ 
by the developed countries, .:l.:,d ·oy the 3a.r,:-: Reducing !"u:..·al poverty is '' • 
important from a. strictly :a.,;,r6.l point D":.' view, it :,_:._-ovio.es : he ·oasis for a~ 
broad concensu.5 6.lllong 2eo·:_es in the rich -::ountries of the wor ld to expand 
their assistanc:e to le ._ .1-"developed ,count.:·ies and, it cor.s titu-ces a challeng A " 
for the politi.:!a:. lead€:rs in the Q.eveloping world, ·wr,o are concerned with 
the risks of -_-eve,.".: : iL- . l Un . . tt all ,,_ ~hese point .::, art=> b:.:· 01....6ht out clearly .:.. 
in your adaress. Eoio. . :e:.·, 1;here are q.if;~.tions of bai..""'nce be"Gween objectives ,.__,, 
and implica1;iom. , . -~.1e targets you:: prop0se which you may wish to consider 
further. : suSJ,C"'.: ~ ·;;hat the scale ,jn which you are proposing an attack on 
the prob.:i..em of r-...ra.i pnver1;y inv<., ... :ves ·carge-4;-setting beyond the realm of 
practicality> ;aking 1.r.-Go accou.·n. .)t,her ob.iectives of the developing 
coun1;ries and tne limitations whic~ surround them in achieving these 
objectives . I reccgnizc that there is a real dilemma here beca~se there is 
an ·llrgent need for ar. arrio ... t.ious program. 

2. In many countries of the LAC Region for example, high priori1;y 
attaches to expand agricultural output to serve the needs 01 a ~apidly 
growing internal market and to increase foreign exchange ei,.rnings. I iear 
that, efforts on the scale envisaged in the present dra~ for increasing the 
productivity of smaJ.l-scale subsistence agriculture may jeopardize these 
other objectives. How do we handle these trade offs? I think these traae
offs exist even though the pr,:,ductivity of small-scale holders ma.r not be 
iuherently low, modern agricult~·al technology is divisible (over~ broad. 
range), and the scale of operat.ion5 (over a broad range) is no b&rrier t0 
raising agricultural yields. We must face up to the fact that in n1c..ny 
countries a very large part of subsistence agriculture is in the hands .· f 
tanners whose productivity is capable of being expanded, but at a very tig~ 
price in terms of services to be provided by governments and quasi-goverm:ieL~E
institutions. Similar or less costly services provided to commt?rciaJ. ag4·i
culture frequently have a much greater production effect, and may ~ncrease 
0utput of products having a much readier market, both internaJ.ly and abrva.a.. 
Stouldn't more recognition be given in the paper to this dilemma? Should..l't 
t :\ c y_uantitative targets on pages 20 and 32 be qualified? 

3. I realize that the 5% rate of growth projected for outp·. - OL. ~ 
farms is for 1985. This gives 12 years to achieve such a rate. Shouldn'~ 
~owever some attention be paid to the shorter term targets and their 
feasibility? A careful review of the actions that need to be taken, 
discussed in pages 2l to 32) suggest there are many constraints. 

'I 
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4. These constraints are, I believe, recognized in the Bank's action 
program outlined on page 33. The $4.4 billion program in agriculture for 
1974-78 looks small compared with the target suggested for 1985. Much of 
the lending in our 1974-78 program is for commercial agriculture, even 
though a component in many of these loans will provide for the sma.11 
farmer. Although it can be argued, as stated, that we will finance only a 
small portion of the total credit and investment needs of smallholder 
agriculture, I doubt that the finance available from other sources for the 
period in question is consistent with arriving at an amount of investment 
in smallholder agriculture equivalent to 7% o:f the combined GNP's of the 
developing countries. 

5. We have reviewed all of the specific references to countries in 
the LAC Region. Mr. Avramovic will provide our comments to your staff 
preparing the next draft of the address. 

, 

cc: Mr. Knapp 

GAlter:pa. 
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TO: 

FROM: 

SUBJECT: 

.-, I 
I z, 

'1 /y~ I) '])/{, ~ 
INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANC;J 

ASSOCIATION RECONSTRUCT I ON AND DEVELOPMENT () ~l .........,,--;z.,.-vt-1.~<--.. 

OFFICE MEMORANDUM ~ / ~ , 
'-.A ~ ,!"~ "--a 

Mr. R. McNamar~ DATE: ~tJ;!J'})/317 3' ?I~ 
Hollis B. Che~ry, Vice President, DPS 

Board Paper on Palm Oil ~ ~- 4 )-j_. 
F;fbdL1C ~.~~ 

1. The attached paper, prepared at the request of the Board, ] ~ 
provides the market analysis for palm oil projects likely to be sub- ~ . 
mitted to the Board in FY74. ~...,J 
2. The paper analyzes the market outlook for palm oil through 1980 ~ -A
in the context of the world supply and demand situation for oils and~ ~~{ 
fats in general. / ~ 

~~ 3. World supply and demand of oils and fats as a group are expec- . 
ted to be roughly in balance by 1980 and additional supplies of the ~ ~ 
different oils will be absorbed with little or no pressure on their . /// · · 
market prices. However, the structure of supplies is expected to '~'";~ 
change with palm and soybean oils alone accounting for almost one-half , 'Z__ / 
of the total increase in output. This projected change partly reflects ~ J t 
the expected slower growth of supplies of other oils and fats. The I""' ~~r 
favorable demand outlook for oils and fats in general leads to an expec- ,p 

1 
/ ) , L 

tation for the price of palm oil in 1980 (in current dollars) at about 1~c)[,.I 
the same level as in 1972, i.e., $210 a metric ton compared with $212 in · / 
1972. r...-t , 
4. A large part (60%) of the projected increase in demand for palm ~r1 ~ 
oil will take place in developed countries, but the paper notes that Yt.._.,.;{( 
rising incomes in developing countries can result in substantial increa- e{_, 
ses in consumption in these countries, since income elasticities of ~ 
demand for vegetable oils are relatively high at low income levels. As in the;: 
recent past, by far the largest share of new world output and exports is /_ ~ ...J
expected to originate in Malaysia and Indonesia while Nigeria, which ~ 
hitherto was the main exporting country in W:lst Africa, is expected to . / 
become a net importer by 1980. ~ ,pi) 

5. Since export demand prospects remain favourable in the period to~ 
1980 and probably also in the following decade, and consumption in develop- ~ 
ing countries is expected to increase rapidly there is scope for further ~· / P 
investment in palm oil production. ~ 

6. Although physical yields are highest in the major producing ~~ 
countries of Asia, such investment still remains attractive in some other 
countries, notably in Africa, given the limited range of alternative ~ 
investment opportunities available to such countries. By investing in 
palm oil production, the Bank would therefore make a positive contribution 
to their economic development. 

cc: Mr. Knapp < 
JNusb~nBr/SSi~ /wr~ar 
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OFFICE OF THE PRES IDENT 

e 

copied 
(from handwritten note) 

July 25 

"To: Dr. Chenery 

A Dr. Horacio CAMINOS at 
MIT is very interested in low-cost 
housing in LDC's. Please a sk our 
staff members who are working on 
the Housing Policy paper to 
discuss the subject with him. 

RMcN 

cc: Messrs. Keare 
Sadove 
Dunkerley 
Stern 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASS'lC'IATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEtv\ORANDUM 
Mr. Robert S. McNamara 

Hollis B. Chenery 

Annual Speech Data Check 

DATE: July 26, 1973 

I am forwarding to you the attached memorandum 

from Mr. Yudelman. 
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INTERNATIONAL DEVELOPMENT I IMT!::RNATIONAL BANK FOR INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM JUL2 s1 j1~1 

TO: Mr. Hollis B. Chenery DATEJuly 26, 1973 

FROM: .Montague Yudelman ~ 
SUBJECT: Annual Speech Data Check-Addendum 

' 1. The statement put up to you by Hr. Haq on July 25 suggested an 
amendment on page 32, paras 18-21, as follows: 

"One estimate would place the annual average cost of on-farm 
investment, land and water resource development, additional 
training facilities and minimum working capital requirements 
for agriculture at $40-50 billion by 1985. This would be about 
7 percent of the present combined annual GNP of the developing 
countries." 

2. To make this statement consistent there has to be reference to the 
compatibility of the period of reference for prices and GNP. The estimate 
of $40-50 billion dollars is based on 1965 data and inflated to 1985 prices 
while the GNP estimate is for 1973. Thus I believe it will be more accurate 
to have both sets of data refer to the same time so that the estimate of 
costs should be revised -. to reflect 1973 prices. The statement which I 

~s-c: :ir*-,r~v.Jll!,"tit.tll;w: recommend would then read: 

"One estimate would place the annual average cost of on-farm 
investment, land and water resource development, additional 

training - facilities and minimum working capital requirements 
smallholder agriculture at around $20-25 billion by 1985. 
This would be about 3.5% of the combined annual GNP of the 
developing countries." 

MYudelman:go 

cc: Hr. Haq 

for 

" 



TO: 

FROM: 

SUBJECT: 

INTERNATI ONAL DFV[LOPMENT I INTERNATI ONA L PANK FOR 
AS SOCIATION RECONSTRUCTION AND D[VELOPM ENT 

INTERNATIONAL FINANCE 
CORPOkATION 

OFFICE ~/\E/\l\C)RAJ~DUM 
Mr. Robert S. McNamara DATE: July 25, 1973 

I • \ ""\ J .. \ --. 
Hollis B. , Ch'enery and War r en C. Baurii 

?olicy Paper on Hea lth 

You have asked wliether the Policy Paper on Health wi.11 
deal with the economic cost or development penalty of "poor 
health" . The answer to this is yes . Item III (b) on the 
proposed outline is the place where this point will be 
examined. 

RGulhati/mo 
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INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON , D. C. 20433, U.S . A . 

JUL23 

OFFICE OF THE PRESIDENT July 23, 1973 

' I ~ \Lie..{..(-, µl 0-y' 

/ 
.._ C• ~ ii 1..-..,-.._./ ~11 

MEMORANDUM FOR MR. BAUM and MR. CHENERY 

Please draft a proposed reply to the attached letter 
from Dr. Boerma and in addition prepare a note on how you see 
the Bank's long-term role in the production, storage and trade 
of foodstuffs. Is there immediate action you would recommend 
to strengthen our ability to assist developing nations in this 
regard? 

Specifically, I would like you to consider whether 
Bank policies and practices need to be modified to deal more 
effectively with such issues as: 

a) the financi"Q_g o[ food Eroduction, food storag~ 
facilities and food stocks; and 

b) the determination of national and international 
requirements for the pioduction and stora e of 
cereal_gDlins _and appropriate policies to achieve 
those objectives. 

cc : Mr. Knapp 
Mr. Hoffman 

Robert S. McNamara 



.. 

. ' . 

O?GA. 'lSAT,ON DES NATIONS UNlES POUR 
L',4UME1'.TATION ET L'AGRI CULTURE 

G::!GAN:Z;\C,ON DE LAS fl.AC,Oi'!ES l.:\. ,.J 

PARA LA AGRICULTURA Y LA A:....i~ic1 :"i"ACiC. 

FOOD AND AGRICULTURE ORGANIZATION 
OF THE UNITED NATIONS 

J.:; 'l C I ~ U ;,, ~-., 
L ,...,,, !...v...., 

v,._. ckl:o Terme d, Caracalla , 00100-ROME Cables: FOODAGRI ROME Te lex: 61 161 FOODAGRI folephone: ~797 

Ref. _,· .. :. 4/1 
,, 

.:?ollo~;i'10 tho useful intcr-.::1r;ency consultations in Rom0 or. 16 I..pril 1973 
1.,;c::c~.:.·.1:'..r.c; tl10 propocc;.ls f'or a ,.,orld food security policy, in H11ich Lr•. Yuc_r:.l:; ·.:. 
:;,·:.r.t::.ci:;::•J:~cd., tL.ic mn.ttor hn.s now been taken a step f\.1.rthor in diccus:-...io::::. by 
, ·Y,,.; .. 'l:: .. 0.L.-.. :0" At its Juno ;:;e::;sion, the FAO Co..u1.cil had. a. cood a.c-;,x.,:te or. -:;.tc. 
: 1,'i; v.:-::.l"' u,.ich it c;cnern.lly considered offo1·cd n. rc~:.son.::;ble approach to -th0 
:, ... '..J0.-C .. ,. A,:-, you will sec from the a-'ctachcd eXuri:!.ct of its :..~0port, tl.e C0'..L1.c~.l 
,.<.:Gilli...d. o;·, ::, series of specific steps a.nd :procuclures :Zor CX.i;..minin:~· t:1<c; prO)O.J.,;,J..:; 

::..:. ,_,;r ..... -~(.;r C:.et:1.il at a teclmic,:11 and policy lcvol 1 so tJ:1ai; the r?LO Cor.fc:ce1,co 
,.111 be i~ c. uosi-tion t o to.ke formn.l a ction at its forthcoming c"'ssion (1c~29 
.;vv .... ~.~",.;.;;:> ,973). 

':'11cre was a ~cnera.l welcor,1e for the prolirninr...ry cor.sult.:,:tio:.1.:::; :lh~ch t:;.c 
-~-t-;-:::1oi~.s h .. we c..lrcad.y had on the problem, and you 1.-1ill note fro:11 p.::..:co.c:rv.p}: :::;o'.:) 
::.:..:. C..J -~:u,;t tlte Council has invited interested international ;:.,n,l re;t;io11,..!.::.. 
,.,J\ .::::..v. ,.,-.,a·~ a1.;oncies to indicate more specifically the ways in which clevelo:9::.1:c 
c,;:t...·,:t:...~::.cs could. be assis'tod to I)c::,:dicipate effectively in t:,c cchcrr.e. Y..::'..1. -:: :.~; 
,.l.Jo roc ... 11 that the intoragoncy consultatio11 in April concluded thc::.t it ,·;cl:;_,_ 
,. ,~ :..1._c:;,'ul to meet c..c;c..in to explor e together a numbor of i:Jsucs in crcat"'r d.c::.·/~::. 

I ,;ould, t~1or::::fore, l:D:c to m;;.ke two requests. First, cottld yo-:. .. :,J . .:ir.r:0 
···-'.::.::i.;o to c~nd 7 by tho middle of August if possible a concice ;)tc:ter..cnt scttin.:; 

v--·, sn.:ici:.:'ic '\-/(1YC in Hhich , ou consider the Intorno.tional Bu.1i::: :.: ,..Jr • e 
.. f,: :U0v0lo·1mc::rt could n.ssist develo ing countl' ios 7 both cxpor .. in"' and. ir..port i:·,r-· 
:. .. ~ .,; ... ~~~-~l::.;..;lJ..iil(,' or ntrenctl1cnin~; their nc. i .i.~ ccrc:.il stoc1c ";') '"'o.1~:.~~ .. :-:I..-iC8 ..... _nrl ~olic~c:; 
::. .. ~ ccor,:. ,-;iJ~h .;nc1.r eve opmont priorities t:.n~ in tho gcr:.oro.l con-~C;:;.::t 0.1. -~i:·~c 
:· ::. u:,G:.::c"" ~:o::-ld. fooci. security policy. Tn.is sl:ould cover c.id e:.vo.:i.le:.blo ur.~(;l' 

""-,.::.. ~.t D:~: 11roccdt:.res c::n ·well as possible ne\·l fo1---r:is of ~;:;cistc..:1.co. 1\ bric.:.=· re, "'Vis~: 
o~.: ··;,. .. ~t ;,..ctivitios .:nd experience in the food oto:rat:;c field would also be u::c.rJ..l • 

L·"'~,1..,-::::".; 1 Into:::-n.::i.tion::::.l B.::.nk for Reconstruction 
: .. : .. L!. ;.;,:,.,le lo: 11.1cnt 

... ~- ·: C :: :.,"tl"cct, ~-J. t·: • 

.. :.~:..Ii.C:':i.'Ct~ 1 ~.C. U.S. A. 

. . / ... 
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':Che ::?.-W Council were unanimous in agreeing that the financing of stocks ccnd 
ralatoJ facilities would be a key problem, and you will see (para. 91) that 
t11c possibility of agencies providing some form of special assist2.nco H2,8 

raised, as well as ways of identifying and mobilising (from r.mltilatero-:i. anc:. 
bil~tero..l sources) the resources required by developing countries. 

Secondly, I would like to invite p..,articipation at a senior level in a 
second informal inter-acenc consultationo This consultation should be able 
t ,_,~Ge, as a whole, what all the agencies felt they could offer on tho 
1J2.sis of the various w-ritten policy statements submitted, which I wo'J.ld r,ro:;;ose 
to me,lce avaihble as restricted papers at the consultation. The meetinc 
could also discuss r;-.ore concretely the form of a cooperative action proe;rc:sLi....,:e 
uhich the ae;oncies themselves might set up. For exa,'Y1ple 7 during our ec:i.rlior 
consultations v;ith 6 overnments, one bilateral aid. agency suggested it i·1c:1lcl 
be useful to have some kind of clearing house for national re oerve project 
pro::_:,osals and requirem,mts, and another suc;cestion was to devise Hays of 
forr.iub:t ing "pa ckage proposals" covering finance, technical as::,i::::tc.:.nco y ::::.nd 
food. aid required to implornont a national resorve project iclontified in a pa;;.·-ci
cular countryo Consideration might also be given to Hays of strenctheni:1: tho 
P.1.0 eo.:i.'ly warning system for food shortages, and the food information sy::::tc:-i 
ccner.::1.lly. No doubt your staff will have a nwnber of ideas on ways in v.b.ich 
we can all act tor;ether to assist developing countries. 

During the consultation I would also welcome comments and suG:;cs-n.o:1s on 
the &onora l proposals themselves. As the Conference document has to be sent 
for translation and printing by the end of July, it will unfortm1ately not be 
possible to incorporate the vL.Jws of agencies in this paper, but the!'c uoulcl be 
opportm1ities to take them into account before the final Conference ciiscu:c.sion 
in i:1over.1ber. 

I p1•opose to hold th· c- "' cond inter-agency consultation on 7rid2.., 21 
Sc::,te;;iber, in Romo,- and I am inviting the same "ff' · · lus 
rcpr~scm a ives rom the Regional Banks. I am planning to preside over this 
co:::..,ultation Llyself for as long as I can, .:md in ray absence t·,ill ask the 
1,X 1 ~conomic and Social Policy Department to take the chair. 

I should be grateful to have the written statement of views rec:ruo::.:!;cC:. 
o;y t::-.o FAO Com1cilg 15 August if possible, and at the same time to receive 
t:.ie names of your representative at the inj!er-agency meeting. 

' Your~sincerely, 

A.H. Boerma 
Director-General 

/ 
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INl ~RNAT , :'•11_ Df;VELOi'MENT ,· INIC:RNAT• ONAL BA,K FOR 
i'C::.-'c..'4llON REC.ONSTFlUCTIOI, /,ND Dt: \'i:LO PMENT 

INTERNATIONAL Fit/A,':, 
CORPORATION 

OFFICE tv\EMC1RANDUM 
TO: J1r. R. Mclfam2. ra DP.TE: July 23, 1973 

FROM: Hollis B. Chenery, Vice President, DPS 

SUBJECT: Board_ P .:-roer on Pa1;n Oil 
)4 L- I'' Cl'- J,( V'l'l'' 

1. The attached pap sr , prepared at the request of the Board, 
provides the market analysis for palm oil projects likely to be sub
mitted to the Board in FY74. 

2. The pc1.per analyzes the market outlook for palm oil through 1980 
in the context of the world supply and demand situation for oils and 
fats in general. 

3. World supply a.1d demand of oils and fats as a group are expec-
ted to be roughly in balance by 1980 and additional supplies of the 
different oils will be absorbed with little or no pressure on their 
market prices. However, the structure of supplies is expected to 
change with palm and soybe2n oils alone accounting for almost one-half 
of the total increase in output. This projected change partly reflects 
the expected slo:·:rer growt.h of supplies of other oils and fats. The 
favorable deraa.::1.d outlook for oils and fats in general leads to an exoec
tation for the price of palm oil in 1980 (in current dollars) at ab~t 
the same level as in 1972, i.e., $210 a metric ton compared with $212 in 
1972. 

4. A large payt (60%) of ths projected increase in demand for paL~ 
oil will ·:..ake place in dev0loped countries, but the paper notes that 
rising incomes in developing countries can result in ~ubstantial increa
ses in consumption in these countries, since income elasticities of 
deii1and for vegetable oils are relatively high at low income levels. As in the 
recent past, by far the largest share of new world output and exports is 
expected to originate in Halaysia and Indonesia while t!igeria , which 
hitherto was the main exporting country in West Africa, is expected to 
become a net importer by 1980. 

5. Since export demand prospects remain favourable in the period to 
1980 and probably also in the following decade, and. consumption j_n develop
ing countries is expected to increase r apidly there is scope for further 
investment in palm oil production. 

6. Although physical yields are highest in the major producing 
countries of Asia, such invest:nent still remains attractive in some other 
countries, notably i~1 Africa, given tho limited range of alteI'native 
investment opportunities available to such countries. By investing in 
palm oil production, the Bank woold therefore make a positive ~ontribution 
to their economic development. 

cc: Mr. Knapp ,,/"1 
. "-'t-t' ' I 

JNusb""\.1 Hcr/S3ing:h/~fl'i~~ai ar 
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TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASS0CIATION RECONSTRUCTION ANO DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara 

Hollis B. Chenery \~1-
DATE: July 20, 1973 ~ 

Status of Senior Advisers in the Development Policy Staff 

1. Mr. Chadenet tells me that he is recommending to 
you that the two Senior Adviser positions in the Development 
Economics Department and Economic Analysis and Projections 
Department should be downgraded from their present OSS (X) 
level to A level in the forthcoming reclassification 
and has encouraged me to submit my comments to you. I 
wish to recommend that they retain the OSS level which 
they have carried in recent years. 

2. The two principal Economics departments have staffs 
of some 50 professionals each and between them are responsible 
for all of the fields of economics relevant to development. 
Since more than half of the professional time in these 
departments is spent on research and policy formulation, 
a high order of imagination and professional competence is needed 
.to guide this work. It is the experience of the Bank and other 
organizations that people charged with major administrative 
responsibility cannot devote the amount of time to keeping 
up with developments in a variety of fields of economics that 
is needed to guide research effectively. The Senior Adviser 
is therefore expected to provide this intellectual leadership 
and to coordinate the research and policy activities of his 
department. 

3. In order to attract and retain the best economists for 
this function, I think it is essential that they be graded 
at a level equal to the Deputy Director or Chief Economist. 
The professional responsibility of the Senior Advisers is 
clearly equivalent to that of the Chief Economists in the 
Regions. We have in the past had Mahbub ul Haq and Ben King 
performing effectively in these positions, and in the future 
it would be valuable for the Bank to have the Chief Economists 
and other top professionals in them as part of a career rotation. 
Since there is a continuing shortage in the Bank of high level 
economists, it is desirable to have our top professional 
positions the equivalent of the senior administrative levels 
to retain the best people. 

4. If these positions are downgraded, as proposed, it will 
accentuate the existing tendency of the best economists to 
take administrative posts in order to be promoted after they 
have reached the age of 35-40. This works against your desire 
to make the Bank an innovator in the field of development 
policy. It will also make outside recrui t ment of people of 

I 
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the necessary calibre extremely difficult--we are already 
having trouble in negotiating with Europeans even at the 
X level. 

5. The position of the Senior Advisor in the Development 
Research Center is somewhat different. Since this is a 
smaller department, we have abolished the position of deputy 
director as of July 1 and plan to have the Senior Advisor 
act as deputy, as well as guide research. Here, I think 
the argument for the OSS status is quite clear. Although 
relatively small in Bank terms, the DRC has a research budget 
on the order of a million dollars a year, and it is rapidly 
becoming one of the leading development research institutions 
in the world; The present Senior Advisor, Jack Dulcy, meets 
the highest standards of academic research--as is evidenced 
by attempts by universities to hire him--and, in addition, 
is quite effective in integrating the work of the DRC into 
the Bank context. 

cc: Mr. Chadenet 
Mr. Clarke 

HBChenery:tk 



TO: 

FROM: 

SUBJECT: 

. 7; ,~ ~ ~.LG/~ {l..,,__l"""7 i '~ 
INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE . / 

ASS0C'IATION RECONSTRUCTION AND DEVELOPMENT COR:_?RATION , y:.. ·1' 

j .. ·/ I ' ,I / I 
~ • ,; ~ .,- 7 ,._~.,,, . 'I../ 

OFFICE MEt~ORANDUM 
./ :'> • ...-~-<..--·\..-- . ' 

Mr. Roberts. McNamara 
1h(/} ~ 

Hollis B. C~~~,ei;y and Warren (;. Baum 

DATE: July 17, 1973 

,,~eJ"rv-

,,1._,/tJ.--,J ~ /1-~~A./m . Policy Paper on Health: Scope and Timing 

1. Our objective is to prepare a paper to b/ discussed .., ~ 
by the Board. Since we do not yet have a coherent "health ~· 
policy," a good deal of internal discussion of the subject 
at various levels in the Bank will be necessary before any , --r 
proposals can be put to the Board. It would be wasteful ~'.)., -?-,.y11 
to wait for the full Board paper before beginning these 1: ·, 
discussions. We therefore propose that the preparation of f7r1~ 
this paper be regarded as a two-track affair. The longer ,-r? , f 
track is the preparation of the Board paper, for which an /' -~;iL-v-:J~ 
outline is att~ched. We should hope to complete this by / , 
S~ptember 19_7_4.:f Work will begin, principally by consul tan ts, -} i/1/73 
as soon as possible on the sections that will provide the _-,,,1 ~ -
necessary background against which to set an analysis of ,"'7/----..J--1 · 
policy options, in a way that has proved useful and effective/ ! · 
in the sector working papers. · ~_../C!::(V\..,/_ 

2. The shorter track will lead to a briefer paper, ~--(_ /lJ~ 
analyzing the main policy options facing the Bank against ;r,,i 
a background that will be drawn from the work on the main · -·· · · ~ ---r 
paper. We hope to have this in draft by January 1974; f-52 ~l~! 
this timing, however, is contingent on finding staff and -r--f r 
consultant time in the very near future and these arrange- r~~~ 
ments are not yet firm. In terms of the outline, the options /, i 
paper would concentrate heavily on Sections III and V. ,/ · "'; 

_1-':> A-,1-
~ '-~/ ,....../'" Attachment 

cc: Messrs. Kanagaratnam 
Stevenson 
King 
Stern 

\._ 

TKing/KKanagaratnam:tk 
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, NTERNATIONAL OEVE .. '>"Mt:NT I IN "•E ·Nr ION , 
AS~'>C-1 AT! .'.>t. REON s· "c· )N . 

OFFICE 
TO: Mr. Robert S. ?-1cNamar a 

1 

.~ \I\(_ 

S · ,-,. f' CIR 
-t '. £LOPMEN 'f 

INTERNATIONAL FINANCE 
CORPORA Tl ON 

\NDUM 
DATE July 17, 1973 

FROM: Hollis B. 01~11e:r;y and Wc:rre .i C. Baum 

SUBJECT: Policy Paper on Heal th: Sc >~md Timing 

1. Our objec:.ive is to _irepclre a paper to be discussed 
by the Board. Since we do not yet have a coherent "health 
policy," a good deal of internal discussion of the subject 
at various levels in the Bank will be necessary befo~e any 
proposals can be put to the Board. It would be wasteful 
to wait for the full Board paper before beginning these 
discussions. We therefore propose that the preparation of 
this paper be regarded as a two-track affair, The longer 
track is the preparation of the Board paper, for which an 
outline is attached. We should hope to complete this by 
September 1974. Work will begin, principally by consultants, 
as soon as possible on the sections that will provide the 
necessary background against which to set an analysis of 
policy options, in a way that has proved useful and effec~ive 
in the sector working papers. 

2. The shorter track will lead to a briefer paper, 
analyzing the main policy options facing the Bank against 
a background that will be drawn from the work on the main 
paper. We hope L~ nave this in draft by January 1974; 
this timing, however, is contingent on finding staff and 
consultant time in the very near future and these arrange
ments are not ye t firm. In terms of the outline, the options 
paper would concentrate heavily on Sections III and V. 

Attachment 

cc: Messrs. Kanagaratnam 
Stevenson 
King 
Stern 

TKing/KKanagaratnam:tk 
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I. Introduction 

HEALTH POLICY PAPER 

Outline 

a. The health sector and its frontiers. 

b. Direct and indirect factors affecting health levels. 

II. The Health Situation in Developing· Countries 

a. A review of recent trends and present prospects 

in mortality, disease levels, other health 

indicators. 

b. Pattern of resource use by the sector - preventative 

health and curative health, organizational aspects, 

manpower needs, .financial aspects. 

c. Distribution of health care by income levels of 

recipients. 

III. LDC Health Policy 

a. Better health as a social goal. 

b. Health expenditure in relation to other social 

goals - fertility reduction, economic growth, 

more equal income distribution. 

c. The choice of health priorities. 

d. Comparative cost effectiveness of alt~nate health 

strategies. 

e. Implications for research. 



-2-

r:v • . International Assistance in HeaTth 

a. WHO. 

b. Other UN organizations. 

c. Bilateral organizations. 

d. Non-government organizations. 

V. Health in Bank Activities 

1. Experience to date. 

a. Water supply/sewerage. 

b. Population (Maternity hospitals, MCH care, 
training). 

c. Nutrition. 

d. Education.- Medical and paramedical training. 

e. Environmental health - River blindness; etc. 

f. Other - Sites and services, rural development 
projects. 

;' 

2. Options for the future. 

a. Continue same type and levels of support but 
recognizing health as an explicit benefit. 

b. Is there a case for specific health projects -
if so, what health activities should the 
Bank finance? 

c. Operational and organizational implications. 

/ 
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'FROM: 

SUBJECT: 

/ 

;,..-. 
;, 

7/J>I J;"""//~ )r<~ Y/~l-__ 

INTERNATIONAL DEVELOPMENT I INTERNATION AL BANK FOR 
ASS'>CIATION RECONSTRUCTION ANO DEVELOPMENT I INTERNATIONAL FINANCE y ,..,._, 

CO~PO AT~O · . ,. 
L I ,/ ~' l 

/ ~n. Y.. u~-, 
OFFICE MEMORANDUM n e-.J 

Mr. Robert S. McNamara, President DATE: July 13, 1973 
L ~ 'l;t. f-..-- f>~ 

Ernest Stern, Senior Adviser, · VDP 
M. Yudelman, Director, AGP 'L . L--J 
Agricultural Production 

1. You asked us some time ago about the problem of 
food sub-sufficiency in the near future and . whether our 
economic missions, sector studies and project programs 
should give increased attention to the programs of 
agricultural production. 

., 
2. Increasing food production will remain a major 
objective in many of the developing countries. During 
the first development decade and in the first few years 
of the second development decade, total agricultural 
production has fallen well behind expectations. The first 
years of the second development decade were of course beset 
by major droughts in very large parts of the developing 
world, and they hopefully do not constitute a trend line 
for the future. Nonetheless, it is clear that the rate of 
adoption of the new seeds introduced as part of the Green 
Revolution has not made as great an impact as originally 
anticipated, and the development and adaptation of new 
varieties have not made as much progress as would be 
desirable. Moreover, the new technologies are still 
only applicable to a select number of crops and the 
conditions which are required for maximum effective use 
include inputs, such as assured supply of irrigation 
water, which are not available in wide areas. 

3. Nonetheless, we believe the focus of our agricul-
tural work should be on increasing production and product
ivity in agriculture without undue regard to foodgrain 
self-sufficiency. The most rapid growth in agricultural 
production can come from shifting to high-value crops for 
export, or domestic consumption. It is desirable to 
continue the emphasis on productivity increases in the most 
suitable crops in our economic and sector work. 

4. However, there are a few countries where the magnitude 
of food shortfalls can be so great, and the foreign exchange 
flexibility so limited, that priority should be given to 
achieving foodgrain production targets. These objectives 
must be supplemented by a well defined stock policy and by 
efforts to increase production of high protein products. 
We would inc~ude in this list India, Indonesia, Bangladesh, 
Egypt, the Philippines, and Sri Lanka. In addition, special 
attention must be given for the time being to West Africa. 



.. 
Mr. Robert S. McNa ma rR - 2 -· July 13, 1973 

5 . We intend to ·take t h e fo ll ,:Yi,1:Lng steps to insure that 
we remain current on major dev e loprn2nts and that our programs 
include appropriate pro jec t s : 

a. we will reqi..;.e st the RE'g .i onal Departments to 
include supp l y and demand projections in the 
economic r eports fo r t h e countries on the 
above list; 

b. we will ide nt ify related policy issues in the 
CPPs (pricing, stock policy, production objectives; 

c. we will emphasize the analysis of food production 
in our sector work in these countries; and 

d. we will revi ew the project programs in these 
countries to see whether additional projects, 
addressed to these problems, are warranted. 

cc: Mr. Knapp, Senior Vice President 
Mr. Baum, VP, Central Projects Staff 
Mr. Chenery, VP, Development Policy 

EStern:tk 



Mr. M. Yudelman, Director, AGP 

Ernest Stern, Senior Adviser, VPD 

Agricultural Production 

July 11, 1973 

In March Mr. McNamara asked (his memorandum of March 26, 
of which you got a copy) a question about foodgrain 
production. It has been kicking around ever since, 
and proposed responses have ranged from suggestions 
for hiring consultants for a year to a 15-page paper. 
I think the question was relatively simple - Mr. 
McNamara wants to be sure we have the long-term food 
supply problem under review in our economic and project 
work. Hence, a brief answer seems appropriate - and 
an attempt at it is attached. Would you have a look 
at it and give me a call. 

Attachment 

EStern/lm 
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TO. 

FROM: 

sur3JECT: 

l~T[ ~NAlJONAL OLVELOPM[NT I INTERN,TIONAL BANK FOR 
ASS0Cli\TION RE"Cm1STPUCTl0N ~ND D~VELOPMENT 

INTERNATIONAL FINANCE 
corwORAT ! ON It Be ci +, 

~l I,. .... ,,/'l1-

OFFICE t\/\E/V\OR;-\NDU/v, 
Mr. S. Reutlinger 

,{ ·1 

Hollis B. Chenery i 1
, } ' ~- ·' 

Agricultural Targets 

DATE: April 4, 1973 

I do not think wt~ need to hire a consultant to 
prepare an answer to McN~mara. Please see whether you 
and Yudelman can agree on an approach and draft a reply. 

cc: Mr. Baum 
Mr. Ste:cn 
Mr. Yudelman 

HBC:di 

0 

0 

.• 
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INTERNATION AL DEVELOPMENT I INTERNATIONAL BAN K FOR 

ASSOCIATION RECONSTRUCTION AND DEVELOPM ENT 
' IN TERNATIONAL FI NANCE 

CORPORATION 

3 1973 

OFFICE MEMORANDUM 
TO: Ii.fr. H.B. Chene~ - V.P., Development Policy 

/'.I<, 
s. Reutlinger, Chief, Rural Dev. Div., DED 

DA TE: April 2, 197 J 

FROM : 

SU BJECT: Agricultural Targets (The Food Problem) 

1. I concur with Hr. McNamara that the food problem in selected countries 
does deserve more attention in the Bank's country work. 

2. Given the complexity of the problem and the scarcity of resources in 
missions available for dealing with additional issues, I would recorrunend that 
some preliminary work be done before proceeding_on_a__J_ax e scale. 

3, I propose that we have an "issues papern prepared which would very 
briefly describe ways of measuring food balances, using measures such as 
effective demand, nutrition requirements, supply, production, imports, exports 
(see attached note) . Then using existing data, the paper would give a pre
liminary overview of the problems in selected countries. Finally, the paper 
would discuss policy options to deal with the food problem. 

4. Procedurewise, I propose to consult with Alan Berg on the extent to 
which his Department intends to address the overall food question in a number 
of countries and the extent to which he could advise economic missions on how 
to deal with the question. Another main source of information is FAO . 

5. If it is appropriate to proceed along the lines suggested, I._will 
discuss with Mr. Yudelman whether we have in-house staff capacity which could 
be ~e available to p_ursue--±.his -w:ork. Otherwise, we should propose to ask 
someone at Stanford or Sussex to undertake a brief assignment. I would judge 
that we might devote about one man-month of work to this and that it might take 
three to four months to get it done, depending on how we or a consultant could 
re-arrange present work plans. 

Attachment 
SReutlinger:coh 

cc: Mr. Baum 
II Berg 
II Stern 
II Stevenson 
If Yudelman 
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Outline of an Issues Paper on 
"Food Problem and Policies in 

Country Economic Work" 

1. What we want to measure? 

(a) Present Food Supplies and Utilization 

(b) Projected increases in effective demand assuming changes in 
population and per capita income, but no substantial changes in 
prices and income distribution 

(c) Projected increases in production, imports and exports 

(d) Present size of food deficiency in segment of population which 
cannot afford to purchase (or produce for itself) acceptably 
adequate diets 

(e) Food requirements under alternative assumptions about distribution 
policies for available or projected food supplies 

2. Review Dimension of Food Problem 

From available data, show approximate magnitudes for the measures 
described in (1) in a select group of countries. 

3. State Policy Options 

Briefly review policy options directed towards changing distribution 
of available food supplies and production patterns and their 
likely relative impact. 



Mr. S. Reutlinger March 27,. l!J73 

Bollie B. Chenery 

~r.L::ul tu.ral ·..car~ts (Mr. McNamara 1 s .:-1emo ) 

Please aiocus~ with Yudelman and prepare a joint 
reply. ~his ~as a ca~Qal qJastion by Ac~runara to me 
I ,::o not t\in..,,~ it requires e;.,ci:,Pnsiv~ t,t_eatment . The 
of co-tmtries s'1ould be illustrative, not exha.ustive. 

1"- l tac· 1.n·.0nt.. 

cc 
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./ 
Hessrs. Baum and Chen;] 

Robert S. '!'-k Namarai~ 

Economic Mission Reports 

MAR 2 /! 197l 

MAR 2 6 1973_ 

March 26, 1973 

For countries in which achieving adequate levels of food production 

will be a major probl:~~.J:..~~ to,,.c;,Q!l,l~, should not our economic mission 
~---__..._.....,.e,·.,._..,,-. 

reports give as much attention to this subject as they do to monetary 

poli.cy, and should not our agricultural sector studies and project programs 

(including the CPPs) place greater emphasis on it as well? 

Which countries are these? How vould you plan to address the problem? 

cc: Messrs. Knapp 
Yudelman 

• I 



lir. A. U. Boerma 
Director-General 
food and Agriculture Organization 

of. the United Nations 
Via delle Tenr.e di Caracalla 
00100 Rome, Italy 

Dear Ad: 

M~ery 
<' 

April 2; 1973 

Thank you for your letter of }lar~.h 22, 19 73, about the consultations 
you are proposing with representatives of I}IF , ffiJDP, WFP and the Bank in 
ROi:le on April 16 and 17 on raeasures which could be recommended to help 
meet the problem of world-wide shortages of food. 1 cabled you on 
H.::trch 23 accepting your invitation f.or the Bank to be represented and .· 
promising full consideration of your letter . 

Thank you also for the advance copy of the note you are submitting 
to the next sessio.:i of ECOSOC. The note and your letter_ 04tline the need 
£01~- ·cnr1s~t_f1p,-:1i{n-n }~)7' ~~'!i?!"!'~~~ ~~ ~ of ~i~~ ;.-! ~~vi· ~o~-1i:.{iL....> u.l.l:~e t u{ a 

nore coordinated appro.:..ch to the subject of food stocks in order to meet 
acu•:.e shortages 'ls:h:J.ch may occur from tine to time due to sudden unforeseen 
falls in production. You have invited my vj.ews on the proposals you have 
outlined and have asked for ideas on the way in which the Bank itself 
might contribute. 

The a.cceptance of proposals for an agreed approach among nations to 
~ttaining acceptable world food security depends, in the first instance, 
on the attitudes of governments and these will become clearer as you ex
plore with then, in your Council, the prop03als you have made. As you 
point out in paragraph 9 of the note, much preparatory consultation vould 
be necessary to develop a concept of minimu.!1l world food security and to 
explore the degr~ of interest ~~ong governments. As you say, also in 
paragraph 9 of your note, the proiliotion of more coordinated food stock 
policies cannot be separated from production and trade policies. I need 
not enla.cge iiere on the way in which the Bank has been increasing its 
lending to agriculture, since you are well aware of this and since it has 
been partly due to the assistance the less developed countries have had 
from the J~AO/Diill Cooperative Progr.:~m in helping the preparation of agri.
culturul pr,Jjects. I expect the Jank Group to cont inue to provide a flow 
of development finance to the less developed countries for the purpose of 
helping to incr.ea~c food production. 

\ . 
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Mr. A.H. Boerma -2- April 2, 1973 

Another specific way in which the Bank can contribute is in the pro
vision of finance for properly conceived food storage projects. We have 
already bec,n able to provide finance for grain storage projects in a nwn
ber of countries -- for exar.1ple, Baugludash, Brazil, India, Philippines 
-- and we have a nuraber of storage projects under consideration at the 
present time. The !3ank Group nt~..nds ready to consider the provioion of 
finance for storage projects in our borrowing countries wherever such 
projects are of sufficient priority within the countries' development 
plans aod prograus. 

You have asked in your letter whe her the Bank's re ular review mis
sions could assess the adequacy of national stock posit.ions. Certainly 
thisqu~ and the broader question of the need for national stockpiles 
as compar~d to other means of coping with food emergencies, can be explored 
whenever we send an agricultural sector review mission to a country and 

henever our general economic review missions includes an examination of. 
the a__gricultural sectorJ as they usualTy do~ I would hope that in this 
exanination of ~tocks ai.,d storage needs our missions could have close con
sultation with FAO country representatives and could have the benefit of 
the knowledge which your repreaentatives would have of the countries' needs. 

I am proposing to send Ur. Montague Yudelman -- as of April i, 1973, 
the Direct~r of our Agricultural and_ Rural Development Depart~ent -- to . 
yvuI: &!!ec:i:ing or .:..p ... ~l l~ chli: 
results of your discussions. 

With best wishes, 

\ l.,~ 
' NMclvor /MYuJelman/MLHoffman/pnn 

March 30, 19 73 

cc: Mr. 
Mr. 
Mr. 
Mr. 

Knapp, Sr. V.P. ~ 
Chenery, V .P., DP 
W. Clark, ·Dir., ER 
Yudelman, Dir., ARDD 

1 • ,. . - · • , 

u~o.1..l.U.O .t.. 4Vu'i u.-a.w. . '- -
... &.i~ 

Sincerely, 

(Signed) Ro~ ~~t S. McNamara 

Robert S. HcHamara 

Mr. Huyser, D::. r.., Investment Centre and FAO/IBRD Co-operative Programme 
Mr. McNamara' f: files (2) 



TO: 

FROM: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BAN K FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara, President DATE: July 11, 19 7 3 

Hollis B. Ch~~ VP-Development Policy 

SUBJECT: Botswana Rural Income Survey 

1. The Government of Botswana has submitted a request for '7~3 IBRD financing of a rural incomes survey. The cost of the ~ 
survey (recently approved by the Botswana Parliament) is ~ · 
anticipated to be $40,000 in FY74 and $15,000 in FY75. The 
purpose of this memorandum is to request contingency financing ~- 
for the FY74 amount. '-........~ 

2. In response to your speech at the 1972 Annual Meeting, ["~ ~ 
the Botswana delegation indicated their .government's intention~'-( 
to take us up on our call for an effort to improve the Bank's 
knowl~dge <;>f the I?oor, and the '.'implied" offer that. technical •/ ,1_ 
and financ·ral assistance for this would be made available from ~ 
the Bank and other UN agencies. Of course, we hoped for a -~v 
rather more widespread response which could have become the /( 
basis for a multilaterally financed, global effort. ~ 

3. The Government of Botswana has accordingly submitted ;:'~ ~ 
fairly complete project proposal, which has already been ~ -
approved by its Cabinet. ~-~ 

w.. ?5"_) 4. The salient features of the request are: 

Purpose: <..... ,t:., 

q-·t.. 
s.a"t 

Method: 

To establish how the rural population 
subsists (sources of income) so that 
a strategy for rural development can 
be developed as envisaged in the Plan. s a.

J.OJbA.
Interviewing a panel of households at Yu.cu.£l>f6n 
several times of the year. "It is · 
envisioned that a rotation~l stratified 
sample of 800 households will be 
selected." 

Timetable: May, 1973 March, 1975. 

5. We have reached general agreement with both the Eastern 
Africa Region and Agriculture Projects Department that this 
study is worth doing. The question to be resolved is: how 
does the Bank finance such requests? If a global program had 
evolved from our call for a world-wide effort to improve our 
knowledge of the poor, the financing would have been worked out 
between the participants. If this were a normal support opera
tion, it would have been included in the budget of one of the 
Departments. However, this project request arrived after our 
FY74 budget submission; and the Botswana Government believes 
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Mr. Robert S. McNamara 2 July 11, 1973 

it is responding directly and effectively to your urging. 
Delaying the project for a year would mean disrupting 
Botswana's work schedule for, what to them is a major and 
well published effort. We are, therefore, requesting an 
allocation of $40,000 from the Bank contingency for the FY74 
portion of the project. Messrs. Bell and Yudelman concur. 
The project will be monitored by the Income Distribution 
Division of the Development Research Center in cooperation 
with the Country Program Division and the Rural Development 
Unit of the Agriculture Department. 

cc and cleared with: Messrs. B. Bell 
M. Yudelman 

EStern/PSmith/mp 



.. 
lli •. C ery, 

July 10, 1973 

t. llcy b y E. Ster n 

l.. .:he .4 • tiv,~-year p.rogr for 
t1repar d joint.ly by J~ • n &Ad t.ho iJev~>m.:tan· 
wt ff. upd ting of t: pro • wbJ. yo 
. roai.a t.be u4 ill is :ruary 1,1c will ~ id 
U\po t OC"'"....aa1on fc>:r a lli 9 out. ao of ~ • 
quaJ.i.uUve objec:tl.v~IS of t.M ank ( • ct.or 
c pQ&i tion of lcdi.i:ig, .. rticular1y l 111.g to t.he 
rural. poor) an for :LndieatiA•,1 di etioA of 

\lt.ut: 1X);U.cJ.o • 

2. o.rk on the aeii:esa.ary '£:roject.1 has t:m r 
way for ao.: time in the llconomic aly•i• a 
Proj ctiona p rtmwtit, b t l ld 11 e 
you Jobn Adler at. your co11v J.en for an i ttial 
uoo•aiou of the con ta f the per ad the 
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bee: Messrs. Haq , Tims 
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It surprises me to read in the attached 
work program prepared by Mr. Weiss that two 
missions to Spain (see page 2 of his memoran
dum} are considered to be top priority in his 
work. How does this accord with the work 
priorities which are discussed in the paper 
on Lending to High Income Countries? 

) I 

From J. 
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TO: 

FROM: 

SUBJECT: 

·1 

1 NTERNATI ONAL DEvf:"oP~ENT I I NTERNAT.ON~L~ i-ANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE 

CORPORATION 

OFFICE MEMORANDUM / ~ 

Mr. Robert S. McNamara, President 

Hollis B. Chene~ Development 

Office of Science and Technology 

Policy 

2 ,r/c N 1 ~U . .../. 
DATE: July 3, 1973 

Attached is a statement of the activities of Science and 
Technology Adviser, in FY 73 and the work program for FY 74, prepared 
by Mr. Weiss. The focus is on applications of technological research 
to problems of poverty in areas which fit well into the work programs 
of the operational departments. 

The objective of the work of the Science Adviser is to formulate 
ideas for new Bank activities and to develop them to the point where 
they will be taken over by other parts of the Bank staff. The time 
involved necessarily will vary considerably from area to area and the 
allocation of time shown is a best estimate based on the experience of 
the last year. 

Enclosures 
cc: Messrs. Knapp, Baum; 

DPS Directors 
"J. t ) ;~~ 

l.t, ~v~ 



FY74 Work Program: Office of Science & Technology, DPS, IBRD 

A. 

B. 

C. 

D. 

E. 

International Research on 
Nutrition 

Technology for the Urban 
Slum 

Science and Technology Support 
to Country Programs 

Research on Technological Alterna
tives and Technology Policy 

UnprograIIlllled Time: "Targets of 
Opportunity," and Monitoring 
Special Topics 

Professional 
Man-months 

2 

3 

7 

3 

2 

F. Follow-up on Earlier Work: 

1. Commodities Research 3/4 

2. Resources Satellites & Surveys 3/4 

Total: 18-1/2 

S.S. 
Man-Months 

3-1/2 

2 

3 

2 

10-1/2 



SUMMARY OF FY 73 ACTIVITIES AND FY 74 WORK PROGRAM: 
Office of Science and Technology* 

A. International Research on Nutrition 

In cooperation with the Development Economics and the Population 

and Nutrition Projects Departments, we have drafted terms of reference 

for an ad hoc working group of the U.N. Protein Advisory Group, which 

will devise a strategy for research on nutrition policy and technology. 

We will follow up the meeting of this group and undertake to develop 

a research program suitable for international funding, in cooperation 

with other aid agencies. 

(2 professional man-months) 

B. Technology for the Urban Slum 

In consultation with the Urban Projects, Public Utilities and 

Development Economics Departments, we will study research possibilities 

on low-cost design and technology for urban settlements (for example, 

water supply and sewerage), and take steps toward developing a research 

strategy and international funding mechanisms. This will be coordinated with 

the Global Projects Office of the UNDP and with the Human Settlements 

Program of the UN Environmental Program. 

(3 professional man-months; 3-1/2 research assistant man-months) 

* During FY 73, Mr. Weiss was the only professional staff member on board 



2. 

c. Science and Technology Support to Country Programs 

We will undertake a reconnaissance mission to one or two countries --

probably Spain and India or North-east Brazil -- to recommend how the Bank 

might foster scientific research on, and its application to, critical 

national problems. 

We organized an industrial technology mission to Indonesia in FY 73. 

This recommended Bank assistance for modernization of technological 

institutes serving specific industries, and organization of a Bank-IFC 

team for the promotion of investment in sectors especially suited to 

local technology, such as food processing. These recommendations will 

be followed through. 

We will serve, on request, as a resource to area staffs, make 

suggestions concerning specific country programs, and, if appropriate, 

perform brief reconnaissance functions. We have already carried out 

such a preliminary exploration of the advisability of an industrial 

research project in Spain. 

(7 professional man-months, of which 2 are unprogrammed, and 2-1/2 special 

services man-months) 

D. Research on Technological Alternatives 
and Technology Policy 

We have reviewed research on and experience with technology 

appropriate to LDC industry and the kind of institutions and policies 

needed to bring it about. Seminars were organized and extensive 



3. 

documentation prepared to bring this work to the attention of Bank 

management and staff. 

Much less work has been done on the problem of appropriate 

technology in other sectors, whose employment-generating potential is 

at least as great. We will therefore cooperate with the Development 

Economics Department in drafting policy papers and research programs 

on issues involving technology policy and choice of technology. One 

area under discussion is the delivery of health care services. 

(3 professional man-months: 2 special service man-months) 

E. Unprogrammed Time 

We have deliberately left unprogrammed time to respond to specific 

requests from operating staff, and to bring to the Bank's attention 

subjects of special interest through seminars or special memoranda. 

Examples of subjects treated in FY 73 include: solar energy, undersea 

and offshore technology, meteorology, the role of local LDC consulting 

firms and experts in project preparation. 

We also represent the Bank at a number of international meetings 

dealing with science and technology. We coordinated the Bank participation 

in the joint meeting of the American Association for the Advancement of 

Science and the Mexican National Council for Science and Technology held 

June-July 1973. 

(2 professional man-months; 2 special service man-months) 



F. 

4. 

Follow-up on Earlier Work 

1. Commodities Research: The Office of Science & Technology was 

instrumental in the Bank decision to participate in a joint 

mission with UNDP to assess feasibility of the proposed Inter

national Jute Center. We will meet regularly with South Asia 

Country Programs Department, which has primary responsibility 

for the project, and participate in project development. We 

will also follow the progress of the UNDP initiative on inter

national cotton research, and will promote interest in national 

or international research on sisal through low-key efforts by 

appropriate regional departments. 

(3/4 professional man-month) 

2. Resources Satellites & Surveys: The Earth Resources Technology 

Satellite (ERTS-1), launched by NASA in June 1972, takes imagery 

of an area of (100 mi) 2 , all at virtually the same instant. It 

makes possible studies of geology, land use, hydrology, forestry, 

and soil classification that would be impossible or enormously 

expensive by aerial and ground survey alone. There are 

indications from area staffs, especially Asia, that satellite 

imagery will be a useful tool to the Bank in project preparation 

and supervision. 

We have brought the new technology to the attention of the 

Bank staff by a series of seminars, by commissioning a mosaic of 
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imagery covering 250,000 mi
2 

of Central Africa, and by consultation. 

We assisted the Mekong and Special Projects Division in preparing a 

proposal for the establishment of a "browse" facility to provide Bank 

staff with easy access to earth resources satellite data. This 

proposal is now being prepared by Central Projects Staff for 

presentation to Management. 

We are also preparing a general paper on the technological 

potential of resources satellites for LDCs and the international 

institutional problems. 
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