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I NTERN ATI ON AL DEVEL OPMENT I IN TERNATIONAL BANK FOR I INTERNATIONAL FIN ANCE 
ASSOCIATION RE CONSTRUCTION AND DEVELOPM ENT CORPOR AT I ON 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara 

FROM: Hollis B. Chenery ~ 
DATE: July 26, 1971 

SUBJECT: Organization and Staffing: Central Economic 'Staff and 
Computing Act1v1t1es Department 

1. The reorganizations of the Central Economic Staff and the 
Computing Activities Department are now virtually complete. 
The current organization is shown in the two attached charts. 
With the additional changes described below, the four 
departments will have the following authorized professional 
positions: 

Office of the Economic Adviser 3 

Economics Department 66 

Economic Program Department 63 

Development Research Center 21 

Total: 
Central Economic Staff 153 

Computing Activities Dept. 54 

2. The Economic Program Department. The divisional structure 
of the Economic Program Department was reviewed with you when 
it was established and is essentially unchanged. We have 
transferred to it the External Debt Section from the Economics 
Department so that all regular statistical work is now 
concentrated in the Economic and Social Data Division. 

3. The Economics Department. The department has been stream­
lined by transferring several of its functions to other units 

.and reducing its size accordingly. The divisional structure 
is designed to match that of the Projects Departments so that a 
close relaitonship can be maintained in the preparation of the 
Sector Program Papers and other joint activities. New chiefs 
have been appointed for five of the seven divisions. 

4. The Development Research Center. Following your agreement 
to raise this unit to departmental status, I have asked a sub­
group of the Bank Research Committee to advise me on the 
desirable functions of a central research unit. Their report 
will provide a basis for a reorientation of the center's 
operations that will take place with the arrival of additional 
staff in the fall. At that time I also expect to transfer the 
Quantitative Techniques and Analysis Division from the Economics 
Department to the Center, raising its professional staff to 21. 

President has seen 
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5. The Computing Activities Department. An initial divisional 
structure has been formulated, which will aid concentration of 
resources on identifying and delivering improved user services. 
Ten professional staff have already been recruited from outside. 
An evaluation of the existing staff shows the need for 
substantial training to reach an acceptable level of competence. 

6. Recruiting. With the appointments of Islam and Stern, 
recruiting at the senior level will be completed except for the 
possible appointment of a - Deputy to me. Since January 1 we 
have recruited 48 professionals for the Central Economic Staff 
of which 14 came from inside the Bank and 34 from outside. 15 
professionals have been transferred to other parts of the Bank. 
I expect that we will have committed all the 10 remaining 
authorized positions before December. We have managed to limit 
the Anglo-American proportion to 39% of the professional staff. 
In the reorganization I think that the analytical capacity of 
the staff as a whole has been substantially strengthened, 
particularly in the policy areas. 

Attachments 

cc: Messrs. Henderson, Hayes, Muller, Adler 
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TO: 

FROM : 

S U BJECT: 

INTERN ATION AL DEVELOPMEN T I INTERNAT IONAL BANK FOR 
AS SOCI ATION RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FI NANCE 

CORPOR ATION 

OFFICE MEMORANDU/V\ 
DATE: June 24, 1971 

UN 2 9 1971 
l ~) 

'1 ·, ~_s -,,._ ...... . . 
Mr. Roberts. McNamara 

Hollis B. Chenery ~~ 
Country Economic Reports - Types and Scheduling 

The attached memorandum proposes a more systematic 
framework of different types of country economic reports and 
improved forward planning of the Bank's country and sector­
level work. It is scheduled for a final discussion in the 
Economic Committee on Ju~e 30. Mr. Hayes and I would like to 
discuss it with you at your convenience. 

Th e proposal was prepared b y Ben King and Wouter Tims 
of the Economic Program Department on the basis of extensive 
consultation with Area Departments, discussions with Messrs. 
Knapp , Cope and J.H. Adler , written comments from Projects 
Departments and contacts with some bilateral aid agencies 
which make use of these r eports. It suggests three types of 
reports: 

(a) Basic reports. These might be prepared for each 
developing country once every four or five years. They would 
analyze those features of the country which are essential for 
an understanding of its prospects and p roblems, and which 
normally do not change substantially in t h e course of a few 
years. 

;~/~-r·, 
(b) Current reports, annual for the most important r:;;~ 

countries, possibly less frequent for others. These would deal <"...-.~ .... ,, J 
~<,,,Iv with s hort-term conjunctural chang es, new departures in govern- ~ z 

ment policy , etc. A distinctive part of the proposal is that '1c,,..,, 

current reports should consciously lean on the most recent basic ~Jl,,-7 

report as providing the underlying framework of understanding of /'-'\· 
the country's economy, thus eliminating repetition of features fl 
wh ich do not change in the medium term. 

!~~ 
(c) Special reports. Increased use should be made of n · 

s pecial reports, which would be desig ned to i mprove knowledge ::._,.....; ~' 
or understanding of a particular feature of a country's economy . ~ 
Area Departments should not feel obliged to write a comprehensive 
report every time there is a need to study particular topics - ~ '--.,/, 
either questions which could not be covered adequately in the ~ 
last basic report or new developments wh ich require study in 
dep t h . 

The authors were struck by the general a greement in Area 
De pa r tments that more conscious differentiation of country reports 
along t h ese lines would permit more efficient scheduling of the 
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work of country economists, and deepen the Bank's knowledge of 
the various countries. The proposed system would also help 
users of the reports, both inside the Bank and outside, by 
making it clearer where to look for any given type of material. 
The system should incorporate adequate cross-referencing. 

Production of basic reports would call for concentration 
of effort, feasible if only a quarter or a fifth of the 
countries are to be surveyed comprehensively and in depth each 
year. Chief Economists of Area Departments fully agree that 
the system would call for careful advanced programming of country 
economic work. This should include programming of sector 
studies and economic research projects, which would issue as 
special reports and/or provide material for the next subsequent 
basic report. Other departments concerned would thus be brought 
together, in advance, with Area Departments, in deciding not only 
the timing but also the terms of reference of these studies. It 
is envisaged that the program of economic work should take the ] <i:.,.L 1 

form of a three-year rolling plan, the plan for the first year e:;,~'vi' 
being as complete as possible, while plans for subsequent years ~-""-
would have to leave space for addition of reports to meet changing _{,, ~ 
circumstances and needs. We believe that the scheduling process ~- '"'") 
could take care of the transition from the present format of (:__~-
country reporting to the proposed system. Zi:, ~ 

Comment
O.ne Timhpl1f·ca

1
t
1
ion of thfetpr?posed st~stemd calls f?r tshpecial ~~~ ~· 

e u range o opics men 1one , e.g., in e ;A\;;/ 
Memorandum to the Executive Directors on Pearson Commission 
Recommendation No.12 (February 3, 1970), would be covered in a 
series of differentiated reports rather than in each report. 
The main coverage of several of these to~ics would be in the 
basic reports, supplemented as necessary by spedial reports, and 
these would be referred to as supporting, background material to 
the year's current reports. This change would have advantages 
for both writers and readers in avoiding unnecessary repetition, 
freeing effort for the necessary task of widening and deepening 
our knowledge and understanding. But these gains can only be 
secured by moving away from a system of reports which attempt to 
cover every year, for a large number of countries, virtually the 
whole range of topics most relevant to social and economic 
development. 

This proposal is based on prolonged consultations with 
people in the Bank, and some outside, who are concerned either as 
contributors to, or users of, our country reports. I feel that 
it will make much more effective use of our analytical resources 
than the present system, which involves a great deal of repetit;,·on. A 
If it is adopted, a statement to the Board might be necessary, '">vl'T 
explaining why experience has led us to make some improvements in ~-
the system of country reports. ~~ 

~ ,~ 
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~, 

I shall also propose that the Bank plan to publis an 
edited version of each basic report for which the country~ 
concerned gives its approval. This would meet the major external 
criticism of the Bank's present system, which withholds reports 
from many people to whom they would be quite valuable. 

Attachment 

cc: Members of the President's Council 



Proposal for Changes in the Economic Reporting ·system 

1. This memorandum describes the purpose and the nature of a modified 
economic reporting system. Although the proposed changes differ in form 
from the system outlined in the present Operational Memorandum 1.11, they 
share the same spirit and indeed pursue the logic of it a stage further. 
As will appear, the proposals touch on more activities of the Bank Group 
than the economic reports as they are now known. The changes, if intro­
duced, would have to be made over an extended period. It is not expected 
that the problems of transition will go beyond the minor inconvenience of 
having two systems, old and new, in parallel for a certain time. 

Purposes 

2. The principal purposes of the proposed changes are as follows: 

(1) More efficient use of manpower in area departments. This will 
be achieved by a more purposive program of widening and deepening 
knowledge and understanding of countries, while cutting out 
avoidable duplication. Economists in area departments will be 
given the opportunity for greater intensity of work on any given 
subject with reduction of pressures making for sporadic and 
consequently superficial treatment, as at present. 

(2) Improved integration of the country work performed in various 
parts of the Bank Group. This would be achieved by making all 
sector work and economic research focussed on a particular country 
part of a single program of work subject to scheduling and review 
as a whole. 

(3) Greater emphasis on long term development problems. This would be 
achieved by separating clearly the two functions of long term 
analysis and current reporting. 

(4) Systematization of the presentation of country economic material 
for the convenience of users inside arid outside the Bank Group. 
This would be achieved by more sharply defining the sort of material 
to be found in the various types of reports, by fuller cross-refer­
encing and by improved standardization and documentation of statis­
tical information. 

The changes proposed 

3. There are four principal ingredients in the proposed reporting 
s ystem for each country: 

(a) A basic report on the long term development of the economy 
(b) Current reports 
(c) Special reports 
(d) A standard set of statistical tables 
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The scheduling of these reports 1would be embodied in an economic work program 
which would be prepare annualLy in connection with the country program paper. 

--
4. The purpose of basic reports would be to examine the long term 
development of the economy in perspective. They would as a consequence look 
backwards to the historical development of the economy and forwards to its 
structural problems, including those of instability and change, and the 
development strategies and policies to cope with them. They would deal with 
all matters vital to the understanding of the options confronting the country 
and external lenders. They would evaluate the institutions responsible for 
management of the economy, both on the external and the - internal side. They 
would state the implications for development in the major sectors of the 
economy. The basic reports should provide a framework within which short 
term changes can be placed and understood, while current developments would 
be the province of current reports described below. 

5. The idea of a basic report rests on the fact that although short 
term problems may loom large at the time, the basic economic and social 
structure of countries do not in fact change much from year to year nor do 
the problems of a long term nature that they face. Basic reports therefore 
can only usefully be written every four or five years. The periodicity should 
fit the planning or programming cycle of countries which have reasonably mean­
ingful long term plans. 

6. Basic reports should outline the main findings in one comparatively 
short opening section (20-30 pages). This might serve as the principal 
documentation for the Board discussions of country development programs 
which have just been initiated and, with such modifications or additions 
as may be necessary, as the basis for a country program paper. Basic reports 
should cover the essential ground but details and supporting material could 
be left to the special reports which are described below. Suitable reference 
to these reports would be made in a short bibliography of pertinent documents. 

7. Current reports would have two purposes, which should be clearly 
differentiated. On the one hand they would deal with any events which 
materially change the analysis in the basic report. This part of the report 
would normally be quite brief, unless there were changes of a really funda­
mental nature. Secondly, they would be addressed to the short term conjunc­
ture of the economy to the extent that there was something to add to the 
standard IMF reports. The Bank will often be looking at the short-term from 
a somewhat different angle than the IMF; for example, it will be interested 
in the volume and terms of aid. Nevertheless, there may well be a possibility 
for closer collaboration in eliciting the facts, including both the statis­
tical facts and the proposed measures to deal with the situation. Current 
reports would be in principle written annually for major countries and 
possibly less frequently for others, if not required for the Board. 

8. Special reports would be of two main kinds. The first would serve 
as the raw material for the basic reports. They would include sector surveys 
and studies on subjects cutting across individual sectors such as taxation, 
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income distribution and so forth. They might be written at the same time as 
the production of the basic report or they might be written in the interval 
between two basic reports. Indeed, one of the purposes of a basic report 
would be to reveal what subjects needed further study; in turn, special 
reports, besides being of interest in their own right, should be part of 
the material for the subsequent basic report. Reports or studies which, 
under the proposed system, might be categorized as special reports have 
been written in the past, but their status has not been clear. It is now 
intended that all reports or studies focussed on a particular country 
produced in any part of the Bank Group should, in principle, form part of 
the documentation on that country. Greater use of specfal reports as a 
device should serve to avoid duplication of effort. 

9. The second group would be more ephemeral in nature and would 
correspond to the conjunctural side of current reports. They would concen­
trate on particular aspects of a short term situation which required special 
analysis, for example, a debt situation which was getting out of hand. Such 
special reports could not be predicted long in advance and would be strictly 
ad hoc 

10. The standard set of statistical tables would consist of a set of 
tables common to all countries in coverage and in format. However, optional 
additional tables could always be added for particular countries and obviously 
tables would be omitted where there was no satisfactory information. These 
tables would conform to a common definition only in the broadest sense; for 
country purposes it is necessary to work with established series. The 
essential difference would be that the relationship to some international 
standard would be documented, so that the growing number of consumers would 
know what they were getting. These tables would be brought up to date 
annually. They might or might not be incorporated with whatever reports 
came out during the year. 

11. The economic work program is designed to bring together in one 
place all the elements of sector or research work related to a single country. 
This work now takes place in a variety of departments and coordination has 
become increasingly difficult. The work program should as a rule cover a 
three-year period. The first year would be firm, but the second and third 
years subject to revision. In essence, therefore, there would be a rolling 
three-year program in order to allow for the uncertainties inherent in 
future planning. The intention is to initiate a coordinated planning exercise 
for country work which will lead to a more coherent decision-making process on 
the scope and timing of country program elements. 

12. The formulation of the work program can best be undertaken by area 
departments at the time when economic and operational considerations are 
already brought together, i.e. at the time when the CPP is put together. 
Sector surveys or research projects on a particular country could be proposed 
either by the area department concerned or by other departments in the Bank, 
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but their timing and their scope should be fitted into an agreed work 
program. The economic work program could be annexed to the CPP draft which 
is submitted to the Economic Committee and to the final text submitted to 
the management. 

Link with country program papers 

13. As already stated, the basic reports should provide much of the 
material which goes into country program papers, other than information or 
opinion of a confidential nature. In those countries for which a full 
country program paper is required annually, updating should not present a 
serious problem. The connection between economic analysis and the lending 
program deserves special mention . Given the time lag involved in the 
identification and preparation of projects, the connection is likely to be 
of two kinds: identification in general terms of the kinds of projects 
which it would be desirable for the Bank Group to be financing several years 
ahead and consideration of general issues of lending policy in the country 
(for example, local cost financing). While matters of this kind would be 
kept under constant review, particular attention to such questions would 
properly come at the time of writing of a basic report. 

Economic Program Department 
June 22, 1971 
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SUBJECT: 

INTERNAT I ONAL DEV ELOPMENT I IN TE RNAT I ONAL BANK FOR I IN TERNATI ONAL FINANCE 
ASSOC IAT ION RECONSTRUC TI ON AND DEV EL OPM EN T CORP ORATION 

OFFICE. MEMORANDUM S'EP 6 197' 

Hollis B. 

Article 

DATE: June 11, 1971 

cising the Pearson Report 

I have received from Harry Johnson the attached 
copy of the lecture from which the critical newspaper 
report that you sent me was taken. In a note to me he 
said, quote: "Reporters have written him up · into a com­
pletely new story. I cannot control what other people 
choose to do with my words, especially years after", 
unquote. 

I have marked the paragraphs from which the 
critical inferences about the effectiveness of AID are 
taken. 

cc: Mr. William Clark 

( 
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INTERNATIONAL BANK FOR 
RECONSTRUCT ION A ND DEVELOPMENT 

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

OFF ICE OF TH E PRES IDENT 

0 

I; 

Dear Harry: 

May 27, 1971 

JUN 10 1971 
..l ~Q 

I would appreciate your sending me 
two copies of your paper which is quoted in 
the enclosed article. I cannot tell whether 
you are saying that we should go out of business 
but whatever the argument, I think we should 
take it into account. 

Best regards. 

Yours sincerely, 

Hollis B. Chenery 
The Economic Adviser to the President 

Prof. Harry Johnson 
University of Chicago 
Department of Economics 
1126 East 59th St. ~'~/~2 

~1_,t.LJ,--c1 
Chicago, Illinois 

I 60637 

Enclosure ~ ~} 0-~~ 

1170/ r~ 
~ ~ ~ ~1/rJ 

L-~ ~IL, ~µ~~~ 
~~~~~~~~4C~-
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Does Foreign Aid 
Help or Handicap 
Underdeveloped? 

By JOHN CUNNIFF 
Associated Press 

NEW YORK-Does foreign aid from an industrially ad­
vanced country really help an underdeveloped nation move to­
ward a goal of economic equality? Or could it retard that na­
tion's' advance? 

Not just Americans, but officials of many other nations have 
long believed that the question provided its own self-evident an­
swer, and that if the economic 
answer wasn't convincing it cago and the London School of 
could be-buttressed by the moral Economics and Political Sci­
imperative. ence, was sharply critical of the 

Now a growing segment of Pearson Report, made late in 
businessmen and others con- 1969 and widely acclaimed. 
cerned with such matters ap- The report sponsored by the 
pear . to have g:owi~g doubts World Bank,' was allegedly an · 
that the assumption is correct. effort to revive enthusiasm for 

Moral Distortions foreign aid, and it carried a 
. . . suggestive title intended to act-

. The chief factor m their vance that goal : "Partners in 
: doubts is a little publicized Development." . 
speech made last year by a pro- Johnson maintains that the re­
fessor at the University of Edin- port was "the inevitable result 

· ,burgh, and condensed recentl1 of the conflict between moral 
in a Chase Manhattan Bank pub- conception and the facts of reali- .--­

' lication "without endorsement." ty that arises with any charita-
The address, by Prof. Harry ble operation such as develop- Q 

Johnson of the University of Chi- ment aid or the relief of pover-
---· ty." 

- .. - - .... 
,0. 

Significance Questioned 

In other words, the .moral in- C 
terpretation distorted the pie- . 
ture. It lead to fictions, such as 
the one, Johnson states, that as- Th 
serts that nations are really e 
equals, even if one is less en- quart 
<lowed by nature. Propaganda, yeste: 
says Johnson. on i ,es The professor states that there coati 
is a real question of "whether noun 

'orp development aid has promoted th ·/ 
;e i~ or retarded development, and if e 9 
·' the it has promoted it, how signifi- mont 
,tin- cant its influence,·has been." In 
rom He argues that some critics 31 t 
, eaT believe aid has encouraged de- i~ J: 
·re 7 veloping countries "to pursue . , 

.counter-developmental policies a sh, 
to and permitted them to preserve 17 c, 

rter archaic social and political Fd 
ier. structures, and so has retarded Marc 
said rather than promoted ,moderni- $638 

f zation." : ·' o a · dowr 
the The Pearson Report, he states, . 

Bai- "is unable to adduce any clear 10 U, 
:ise- evidence that aid has promoted Thi 
L! --- - -- - - LL ml •.•.. r .. .. • • • • • -
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Significance Questioned 

In other words,. the .moral in­
terpretation distorted the pic­
ture. It lead to fictions, such as 
the one, Johnson states, that as-

C 
serts that nations are really The 
equals, even if one is less .en- quart, 
doweq by nature. Propaganda, yeste; 
says Johnson. on i ,es · The professoutates that there coafr 
is .a real question of "whether nou 

~or development aid has promoted n :' 
;e fn or retarded development, and if the q/ 

the it has promoted it, how signifi- mont 
,tin- cant its influence,has been." In 
rom He argues that some critics 31 t 
vear believe ·aid has encouraged de- it~ r: 
,re 7 veloping · countries "to pursue . 

counter-developmental policies a sh: 
to and permitted them to preserve 17 . c, 

rter archaic social arid political Fo 
ier. structµres, and s.o has retarded Man 
said rat)1er }han promoted ,moderni- $6-38; 
of a zabon. . • d , 
the The Pearson Report, he states, . owr 

Bai- "is uriable to adduce any clear m tt, 
'.ise- evidence that aid has promoted Th, . 
ting growth. The usefulness. of aid in highe . 
. ues promoting development remains For 1 
:ch, an act of faith . .. " . 
ear Johnson believes that the mere 
ond trend of the future may be away $31.8 

from . dependence upon the pow- month 
trn- ers of government "to pn?m~te from $, 
.i of development by the use of its Aaro 
He l~gal pow~rs of contr.ol and plan- dent s 
um nmg and ·its economic powers of late;t , 
ear taxation of its citizens." ·· $l 'l'i ; 
.re- The · constructive potent~al of mdnthi 
ave ~.uch measures, he belleves, coatinf 

were grossly exaggerated, and $647 00 
om- the powers of free competition "' 
'irst to promote growth were unduly Et· :x 
1do, discounted." coa m 

Olcd·- · Private Sector Role and d nies, 
>r · d ff' ·om He foresees a ecline of o 1-
rhe ~iaL development aid and "a!1 -­
for mcreased dep,endenc~ on the pn- B 

vate market mechamsms of eco- E 
'lg nomic development .• as ·contrast- E . 
i~ ed with governmental planning 0 

al- and control of the development 
11t. process." · . . . . H 
he · Such an argument is bound to . ( 

have a strong appeal to busi- Go· 
nessmen weary of taxes and en-

- thusiastic about "competition." and 
The disturbing question that $1~~ 

) remains-made up equally of · 
moral and economic elements ..,.. erd~: 
is how-these admittedly less en- f i:C:2~1 dowed nations can compete with 
powerful industrial and commer- fieier 
cial behemoths. a. 

nia Johnson appears to rely heavi- ye~r 
be ly on ttie international corpora- g~m~ 
~rs tion, "a powerful agency for the 8 han 
at transmission of technological c ~ 

progress and the reallocation,of fo~, 
:r- capital resources from the rieh r· r, 

to the poor countries . . . " ~ . isca er incrf ;mg True, he says, the goal of cor- . 
de- porations is to make . money viom 
,nth rather than specifically to en- r cco 

c o u r a g e development, "but !0n 
· H. there is considerable overlap of first 
lion interests between the two," ro_s~ 
b Johnson alleges. - -· milh, e - ~ 
~ f 
":C 

;;.....--·--------~ ices 
shar 
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Prof e ssor of Economics , Th e London School of Econ omic s 

2.:1d Poli t;icc.l SciGnce and the Univer s ity of Chic2.go 

r-.:o!r~a.,S'U Eu1'ton Visiting Pro:fe ssor of In te1'na tio:ial 
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3.ncl ?olitical Sc ience a,1d tho Univc:i.' ;; it,y of Chic.::..10 . 

,....,-,_· ·.,C '"' c:1. -· 0'1Ci' o ·" ~110' ,·· oc 0~1c' ,·1orlcl ;,7 ..," ·n.,,,. hr.cs~ -~'\le ,.,., .. Oi•Tt'.1 o ·f' C O'" ·" r> ·,, ,.., .; ·..-i • • ,.,., .. - V. \...; , I. J. l.i. .. ;.) ., '- • '• ,.. ,, ,1..L • -.; .., •J v1r.,~t..; J .. I., .. ,. , .\. • - • ;L•.,o.,,.. • • - • • i.J , • ..., 

on t;1oi1.' pc .. 1.' t to help pro1:1otc t l:e cconomic/d.evclopmcnt o:t' chc :rioo '.'..' cc.u:-. ';"c'i c :: 

ti21.'0U.'.;h the contributio!l o-: subst2.ntial resoU'l.'cCc to devoloF,1cn"; c!- :: :::: i:;t: .";CG. 

:;'or S0!:1G con:1t1'ies, such as Franc.e,anc3.. the United. Kin r:;C:o,:i, · d.cvolo7.:c:"t t.i ci 

lucs been enviso.gec3.. lar{;"cly as an obl i i;2.tio:1 to fo'rr,1<H' colo~ial tc:c:c::. -to~ic ::;; 

1:10-;:-~~1 o'bligo.tion and .?. sense oZ ul tim~>.. te co:r: r:ie1.'cial 2.clv2.ntr~:;a • 

.:.XS.!:1 ::_:).!.C 2.nd p:i.'essure o:f the United S t.'.'.te::::, ':1hic h ini ti[llly 2.;:Y!.Y~'oc:.che' c~c ·..rc.:. p:,­

m0n ;; 2.ssi s~anc e in the spi -cit of t:he r.:a:.' sh2.ll Plan f or Europe cu =:co::.o:·.ic 
·, 

:~cco\rery, and ~fte-c~ sttCoessful cor.1pletion of that ?lan, uncle1.' ~;.1 0 _ visioY-.. ar~:r 

inspi:i:-atio::1 of P-c·esiclent Joh::1 F. Kennedy, turned. its atte :-i. cio:.. t o ,.;::c 

soluti.on of the clcvelopmont p1.' oblcr:i of the pool.' t•:ro- thirdc of :::1.e : :ol'l c:: ~ 
yopul at ion. Dovel opnent aid has become a maj'or. 1-10· .. ,10. end.02.voc:::c, i::-lolyi:1._s 

( 
\' 

so':.G ~~6 1/2 billion of' of f icial· aid. clisb11:rseci-entc ~.nd so::ie ~; ~i. 1/2 0:.ll::.0:1 

of priv2.te L.1vestment .and. lencli ng in. rec ent years, and e:n:ployin:;- hu::1.c.Tacs 

of thou.s2.11c3..s (perhaps eve::1 mil lions-- I hc..ve ~10 :fig,:i::::-e s ) of people as 

ccono,.1ists ~ncl aclmini s t ~cato'.!)s ~· in · nat i onal g ove -cnr.1ents ancl inte'!.·n ,·1. :io::.c.l 

2.~enci0s, ·as technical ad.vise ::rs i n a ll s orts of fields, and .::.s -~·,c.i::08:i 

of various kinds. 

?he pi:o blcm of' Eu-cope an e c onomic ~L'e c ovc1:·y 1 :for. 1,rhich 

11ccs c.c·\leloped. , w2.s however a q:ui tc different probl em thcan t~;.e p1.'oo· e::. of 

p:co8o th:.g e c onomic deve lopr:i0nt in the poor countries. 

Bl.n'opcan count·cie:::; t·Jet'e ·establ i shed n:::.tion- state s, culturally r;;2.t1.P.'e Q. _C. 

ccono:::ic2..lly advanc ed, le.c :cing only an intenui ve b u t bri c:::' ::1~:.·t:i~~·.l 

in jection of c ~p it~l to rosto~o their economics an \ oe t tho~ o~ tho p :~~ 

The :poor cou.n t:t'ie s m-:irc in m~' "1Y c ;:::.:::c:; 

homocrencity of cstabliGhcd nations; and theiT p ovc ~ty rc!lcctc ~ 



., 

.:. 

-~t10 :p1'oolem::; of achiovinc; poli t ic o.l st ,""oiiity ai1d modernizin;-; t :1e: :::ccic :,y: . 

<t t:ickly :l'o i :' u,self-zustaining11 groffth-- Has d.oomcd to di::,appoin. t i.\eTt, 

On ~he one hand, t~e need for dcvelopmcht assi~ta~ce, c~ a~ 

i :1c1"es.sed. At che sane tirae : ·:~10 poli i;icc.l s t2. 'jili ty and. c 2.pac i ty to U GC . 

.2.icl of :.1::.:w of the;;1 uas al r.:o increasin:?:;, as tnc ea:cly execs-so :; 

t1.lioe-:ation 1' i'!Cl:'e · recognize cl to be counter-pro cluct ir:e . On t~e o-the·c .10..nd.l . 

t=o o -'-' to "" thr"e T'J· o -,.. ·" "'icl do·,o-,r, 1,J J.. . _I.; .L C: 1. (,..;,, .. f ": 1- t. u 7 the United Kin:Sd.0;;1 an<l. the ur. i :ed Sta'!:c:::, 

~o··~-·1-~n~Q ~ o 1 1.·m~~ ~~e-~-..;;, V ~ • J. l .J- J. \J-, I.I .._ l • • ..L. V • Lil- .J. I. 

Uni~c~ Sta~es was be cornin~ both increasingly disillusioned. wi~~ the ~; ~c r c~t 

f c:. ilu1'es o:f U.S. develi7)pment assist2.nce, a;1d inc-:cee,singly co nce1:-ncd. abou'.; 

t h e dor,, rJ st ic p't'obler:is o-f race r0lc.tions c1.ncl !)overty.· · 

S:he eme't'ging C'C'isis of 2.id WA-S symool ized :Jy the Fi:t.':::t U:"li ted. ·.T ;·:~io ~_s 

Co:'.lfe -~·cnce on 'l'rP.de ?."l.d Develo!')::i(P1t, he l d in Geneva i n 196~- 2,nd lcr:::;ely 
..... 

:.,:s:9irec. by the thinkinr.:: o f Dr. 2aul P1'.'0bisch. T:i.1e main ther.ie of t:'_e 

Co ni:\:n 'enca w2.s a d.emo.nd by the de velo!)in3; countries fol' a 1:neu ·tr~clc 

1)0:icy for clevel opmcntlt_ la.l'[;ely the intellec tual cre o.tion of })::- . ?-._•ebisch- .-
. 1 . , '. ' t . ' . ' h . - . . '- ' 1.~vo vin.-:; in·ce-cn::-,.tion~.i. comr100..1. ty o.Teeemen Gs o rs18e 2.nc: :::; ca. l. 1.z.e vne 

::i1. ", cc s of t }1e 91:'imn.ry y,-cod.uct s on ':vhich tl1esc coun t1'.'ie:::i clepcnc_c c_ :fo-:- t2w 

bulk of th~i r e:cport income,! c.nd prei'c1'0nccs i~ the r.w.x·'<c t ::.: . o-.!: t he c:.ovclopecl 

coun :~iez fo~ t~e cianufac tu"Ces on which they planne4 to base ~~cir 

1:1:'..ys of conpcti tion in aid- giving betu0e!1 che Uest e.nd. the Sovie-: '.)l ac 

i :1cr0 i'.:.s in -;ly choosy, n.nd th2.t o.::~y hope fo r.· ir:1po'.L.'°t.:t!1 ;; :"c~: sou·'.'ccs oi' 

o:t the inoreasin J string0ncy of oi'ficfr .. l o..i t:- r;ivi n::· 

al :::o :ccfl c ctecl in the concEn'::: of t ; o clevclopin.r; countl'ios to bb't c.. i~-

. '.'!:' c cle ::: i ri.i -:;io:1 of the t<1r5et f o j." C:.evelopcd count-ry :1id. oi' one :ye-:· c0 :. ~ c:~ 



··' 

.. : n t': .. to o'ot 2.in cho..n~:os in t !10 technique::; oi' devclop:.1cnt l0nc..i::1 ';-- · :,?f :;0:--.:.: ; 

inci. oc>.s i 11;; tho .:.•e .. ,l rcsou·rce t1'1:',nr.:f'c1.•:::; 8,ctuE;.lly involvcc.:; 

As a consequence of · ·foe interest sci"c·rccl up by 4.;ho 19.61, U:·.i~cc. ;·:·. ::i o:~c. 

Co;1Zc ~- .:: nee on r.rr2.de ancl Development, and. particuL1-cly of ·i:;ho :s~'l.oc:: '-o i:1.:..·c :..'~~,::L 

'• • ..f .. opinion o .i: the confrontation thcrp'of United St~tc~ tr~de 

si~il~~ s~udies ~y ·Johrt Pincus and Theodore Geige~ were cocmi ~sio~cd by 

s~onso1.~j;.). 

case ::o·c· . ~ ~ . . . ., 
cl.le:.. .. 12.0. -:; o ..:,r:; 

. r.12..cie ii1 te-:-;.rn of the r:io·c·al obligation of the -ric!:l · to the poor, ,:;.T:.c: 1·;u ; o~l·y 

as stron~ ,:;.s that sd~se of mo-ral obligation. Second, fol:' a v a~iety oZ 

econo,1i:;; ree,sons the o::ficio.l meam.1.re;;ierits of aid tr~,nsfc1•s g.,:-o::;sly 

· to .;he a i c . .:.:l.'ccipients, a,1.i.'L :received by the aid- recipients fro::} t;:c ~1, iC.­

clonors-:-- tuo ma.r;ni ~ucle s Hhich are ::1ot i1ecc s::::o.rily even e..:ppro:dr.i~."Ccl::,- t::e · 

zar.1 e. rL':.1ird, while tha d.ovelo:pi'n.~ countries could. ju.s tifio.bly cor.::;,12.b. 

bi tto-rly about the cl.isc1•ir:1inatio::1 a:;ainst theh· e::ports 2.::1c. t~r~s -t~1. :; ir . 

c:.ev;:;dopme:1t . implicit il1 the ·tariff and e.r;ricul tural sup:::: o c:.-t polic i.:: s o:f ~:w 
developecl coun tries anci the rules gove"L'n:img comr.ierci3,l policy chan:;0s 

4 "'""""; .:..,, +~on~,1· 1.·"""d 1.· ·.-, ... ,,.,e Gener-,1 1'.0-.,..ee""'e:·,,+ on T,..-,.. 1.· -"'-"'<· ,;nc1 ,,, ,,..,a.'e ""'.,, ""-,,,-=-,.=-~ .... ...,..,_v,-4,"- c ... -4\;, ,1,J, VJ.J. J. t..... • t"..)'""'" &,& -4V t.v.-.. 1...1..i.J (.;.,. "".L-c.., 1 u . .. c...:; V'-~~--

'. ! 

preferences they we-c·e der.10.nd.ine would. if implemei1ted yield then nc :;-l.:. c i':) .. c 

ad.a.i tional resources i'o:c dcvelopmen:t inv0stme::1.t in the ro2. r:one.~)l.7 ne·•.:- tc:-::: , 

while both experience and thcoTetical ~nalysi~ sho wed thnt intcTi2 tio~~l 

cor.i~11oa.i ty o.greenents of a subst.::mt.ia.lly resourc9-tra.nsfe:r.-rin . .., kincl ':,.::-:.'c 

v0ry unli\::oly to be implementable -~ so t~w.t · tr<1cle of.1.e1.·ed. no ·,:,0 ::,.l 

c·.l t c·~-:1a.tivc o.s c::. substitute :for addi~io;1f)T a.id. ·To'ino.11,-, mc'.n;y: o: the 

e:-::90:- ti:15 di:fficul ties expel'icnced by ~:'.;he developing coun t-:.•ic:::. ~.;c"t'c 0:t 

·~llei :.· oun r.10.kL1g, the cons0qucncc on the one ha.nc1. of !1ouvy t ~xc.·~io ~: o:::: 

::i·~ir.13.ry-:-protlucin,:;- c:s:r,ort sec tors and. on the o·~he .. • of 1i[.(1-cos ~ ir::?o i.' °!: -

:::ubz ci -~ution poli ,') ies, bot:. of' ~·1hicl1. i r.1:':')eclecl the .?;:..'o,;,r~h of e::po,.vt s-- so ;:: · .. ·; 

even if oxpcindcd expol't oppol'tutities were offe~ed, they ~ere li~cly t0 h~v~ 

li ·ctl,:; c;,::fcct failinc; m2.jor chan.,:;e c in t}~ dcvcl op:;.ns co n-... :rie:::.' . :-:..;11):.'0~,c: 



i.e. fi~ancial flottEo 

It ?.l so lumps t o(;e'thcr i n the .'.lid. t o t.?.l n ho tc-cor;c ncous col l-::c ti,:,-: 

and u ntied official ancl l oa.ns on. v ~t1.'yinr; 

t he dor:le stic · r.:oncy val uc of f oo cl aid. , c:,ncl vc::.rious kin els of pl' i v c;cc c,.y;i :;:~i', · :. 

:elo:·J~. 

loans . 

Ancl, fu::.·ther, i t deduc ts ·chc flo:'/ of sc't'Vic:i.n.'; })~.ymon c::; 0;1 ) c::. ::: ~. 

'1:his l a st pt'c::.c tic:e, i n tu-rn,' f'ostc1-':::; the :10.:io ·1 thc.t clcb '~ ~Ct'vicc 

!1ot be i f Gl1c l o c:..11.s he ... ve be e n [!.ppli c<l t o ~1 00 Cl c co 11on1i c pu·cpoco . 

tl1c i r:1plici t; t:c~nsfc1'\ of re c.~.L resourceG i nvo l v e d in 2.ny pa1"' ·~ic1..tl ~~~~ tr i:1!:.D.C c.:.0 :1 . . ;/ 

TI:..is involve s , . f o 1.,· off ici al capi t2.l tr2.nsfcrs 7 ~.1 akine c..educ~ion fo:.· .:o.,•.::; 

-~ 

:9-.:-ic0s res'ul ting f~comh1e tyi nr,; of c:. i cl 01• the p,ivin?; of 2.i d i n cne :'o-c::i o-f: 

su~pl us i ... oo dstuffs; and, ·for· i oa.ns e.s c or1tr2 ... sted ~-1i th cu ~-:c i ;:;h: E;"L .... ~nt c., 

cec 's::oni ng ~lie e c ono1:1ic vr,clue v ,:l ttc of 

'C1.lC v2.l UC oi' c o~:.o a: ::iO:.~: 

co~cc~crlcc:.. , u.nless tl1c.t .inc.1 .. ec~.:.- e co:1si:.:Y~s pUr·cl;)' of e,;1 i:1c1. ... e c: s ·3 i~ 3"rr·:. :--: s ·,. 

2 .. s ·1-r:_ t}1 soi:!e for·n1s Of ·~~1e -pl'O})oGed i11 t orr1.2.tionc,l c or.!:.1cC:i t~r c:.r;4cac~::e::ts. 

ii; cou1d o ;ycain t]:rnr.i by p1'oclucin'-; the:·.1 dor.1e stic.:o..lly. 

i;he ci tize :.rn of' the c ountr,y f:cm:i ,,.rhich ti1e,y cor.,e, c :cce:)'t to c!1e c::~o . . t .~:,;:.~ 

~O VOC~MCIT ~ ot the ~ ODC c o~ntry ~ o u l d ~ ~ VO hea ~o ii.cut· 

been inve:::; cod. n.t home . \ 

,. -~ . 

' . ~~. ~, 



-;:)o1i GiC ~l.l ;i.nd mi l i t ;, ·1~y ) Ul'!)O::!O ,: l',;,:t;}lc-c °b h rtn ~il. C n·e r/:1 0 ti 0 ·1 o :· 1;C', , r , ·:.'": 

u.cv0lop~1cn ~, a n tl· r.1.,1.y u ol l inc~c cJ. h ;,1.v c :)DOH · c oun ~o·c- r,cr,c~·-tr: ,;j_; ~ i 1 ~-, ·::.: ' 

l; 0 tl.i V O ,. I; ... -~-

c oun t l'.' :i.,:, r:; hy n ew t l' ::-..dc ('..T.'l' ri.n~:cr:1e n t:::: a nd. b· · l i:-tki .n -~ 2.i cl t o i ." :;-,·,., .·l:- -';, r, ·. 1 

li1on1-::t 2.l'.'~l refo,'m t h :~t/;i. thn1·l110l rl) l i ttlo rn~or:1i00 of ::::u "r1s·i;:,.-n.!;j_ ;·,l 1:,~·1·, .'i ; ., 

o~ li t tle uvnmi se o f i cccnt~nn c bv t he dovclonod ooun tr icn . ~ ~~-cc -·:~ i 
- . • 1' • 

. 
h ~YO become inc ~o ~ nin~ly u nwi ll i n~ t o go on p~hvi~in- ~c vo· on~o .. ~ 

-1' oc .. n0 1G o !;i1c-r- col111 trie s JYcc:tc ·c no t ·~o r~et 't r)o :i:.c:.-r 0L1t o:r li7":. •J .. ;~.-t·: .;~ ... ~; 

s c e .. 10 o f Ui1 i ted · St .:-:. t e s a.i ·d- r;ivi n.,._.:. rph c i'3'I'o1·.'~11/; r cl.~.t iv·c ccc~-c·r:i ; . .. o::-: .. :t'·1.n\~t:-' 

l 'o :.::- {l.o v clor>me :1t 0.8s i st nnce h a s impinr,e c1. mos t s i12.1.·p l y 0 ;1 t he Ii:. •; c'l'.'··r.ti':1::<'.. · 

3nn.tc f o-r- Reco n stl•uct i on nn cl Devcl ~pmen t . ( t he 1:1;,Tibrl c 3 2.:1:ci. 1 1 t,:1 i~ h. i s :;?~0 , 

Un.ic e d. Na tions insti.tution muc t rl i rcc t l y co :"lcorncc.1. ',,!ith C:c·J'o l o r,:;0r:.~ f ::..r:c.~:c;:; 

o.nrl Hhich, . undc "C i tn past Presi cle n t Fir. Ge o -c' g e \fo o t'i c o.ncl it ::; c m·rc:, ·; 

Presi cle n t !,It' . Rob e l'.' t !foNa.ma:zm, h a s be en a ,:;frC'e s sively c onver~~ n:; i t:::0lf 

f rom a con sc·cvn ti ve .. se:ni-comme-rci a l b a.nk i nto a dc velo;imcn ~ c..::.: s i z ·~<' r. c c 

a~;cncy . 

conci.;.ict e d by c1n i 11t c l'.' n c1.tion::i.l .g r oup of .· 11 st :.i.tu't' e anc1 e;.;:1x n· i enc c" 7 ·:;o ::-.~l:c\ · · 

th e conceque n c c c .:ipd :ce::ml ts of twonty y c ,,rs of' d.evc l o!~!:',CJYC t'.. C:) i ::; ~:-::.lC::) <'.:1(~ 

to m~~o recommc n d~ ti6ns for t he f u tu~e . I A . 10"'" --'!1. u gus"(; , ,QO i,:c . 

' foll oHcd u p this su~c;es ~ipn by a ppointin,~ Ghe i{ i cht Honout' .:1.i.1l c I, c .... :c·., 

?e ~.l" r1o i1 7 a. !fobel Pe~ce Pt'i s o \·rinnc ·C' for h i n pnr ·i; i:1 ccttlin ~; ~:1c Sue~ 

..... _, . 

.-.. .. ~, "'""' .... VI,,. ...c. ,.,. _ .._: 

a1el formct' Prim,3 mi n i ster of Cana da , · c1. r ich bu t m:-if'..1 1 lTo :-~h .. 0 0 :' ic.'." .. . cm.::·.;-:· · 

•.-1hich ·110.c 1011'·; plo.yed. the 1~n l e o i' intcrm?<l i a ry bet ·:eG n dcvc lop"cl :>:1 ~~ 

devclo~inG c ountr i es b u t h n a on l y re c e ntly b ecome cov e ~tc d tn ~o l i c ~ 

., .. 

.. . , 
.:... .L 

Ti ri i;i ~.h p ol i ·~i c i 2.n an d. s pocin.l i c t in educ at ion; T:o'oc rto c.c Ol:. vc::i::: .:-. 

Co.r.ip o s , a di st i nc-uished Braz i l i c.n eco n or.i i st , pabl ic s cTve.n '~, c.. ~: "..)~·.: .:: •. :~ · 



c. Dougla:::; Dillon, · A111e·cioan bo.nlccr o.nd recently- d.if:ti n;r_::;u i:::he <l. Sec:::-et :; ·cy 

t~1 c Inte 1.·nc1. tionoJ,. . r.;one t.:1.ry Fund; Sil' Arthu"t' Lci·ri c , o. pio 1ccr in t )",O 

n,c c1.dcrnic fiel cl of economic clevc l opment D..nd i n clcvclopmcn i; :). <lvi :::ir.:; ; 

·Rooe1.·t i-Iar ,j _olin, Ft"cnch economic civil ::;ei:-vant a ct·s..vc i n Eu·copoc.n 

economic intccrro..tion? anc.l Dr. So.bm.'o Oki ta, eminent J apn.ner;_c public- :::e-: •1ic0 

eco110mist recently ac·tive in promotin,<;; Japn.nece involveme nt '.Tith ~:.c 

development of' the poor countries of -the Po.cific. 

Hhcn the appoj,ntr.1cnt- of' I,Ir. Peat' s on wan :fi "t'S t ai1nouncc d , r.12.ny ,.!.CCJ.c:.c r.: : c . 

ecoi1omists like myself, co::1c1:n'ned about the promotio n of clcvclopr:iont ·:J '..~t 

n o t involved in tho offiainl aid bucincsc, hoped thQt his Com~iscio n woul<l. 

initia. te some of '.;he :fund.amcnti'll scientific r0sco.rch i nt o aicl .:i.r.cl it::: 

effects th2.t · the field no obviously needed.. The .1r.nounccrncn-b o ~· the n t'.;:;C: :; 

o f the o the r Comrnisoion members, however, made i t clear that t he Cora~ i :::si6n=z 

,·rork uaz _to bG <?.. public rcl2.tion:::: c::rnxcise on bchal:f o:f 
. .. . .. . - . 
1ncre~sc~ aic , an~ 

..... > 

cs:pecfo.l ly of official and. multil.:i..te-c·al aid. And no i:; h2.s p"C"ovcd ~o be . 

!,Ir . Pearson . set fo-r.• his Commission, and achiGved, the :t,n·eet of }Yt'o c:ucinG 

i cs report i:rithin a .:;,1e<1r. This tarce t . of quick repo-cting ncces::;~:rily 

meant d.epende n.ce on a staff o:.11 experts in the official ccono:,:ics of aic:. 1 

'whose :function would be to·· assemble and organize ma:!;0 1.·i~l 1:'a ther th2.:1 to 

uncle1.·take fresh rese2.rch. ( Mr . Pea-rson, inciclenta.lly, adp:pted the Ar..e ·, i c2,~ . · 

prc1c tic0 of entrust inrs the staff with the prerin.-ra t ion of the report, :-atl:e. 

tha n the British p"C"actice acco:cding to whic}1 the Cor:1r.1i::;sion itself. :·r::- i tez 

the report, a d.eci:.:::ion wh ich, ru.i1ou -c• has it, almost led. to Sir J.:::-thui:' 

Lewis refusine to si~n the report). The nccd· fo-c speed also meant that ' 

the Commissioner:::; themselves consulted exclusiv0ly with tho off ici~l ~ or 

g o·r0-c-i1r:1ents and in:tel."no.tional ins ti ~u cions enc2.f;Gcl in the aid bus i n2 ss , 

and not at a.11 vrith academic and political opponents of' c.evelopmc~\t 

assistance as cu"C"rently. practised. Consequently the Renoi:' t of the 

Commission is a look at; ·chc. aid busine::::; :fl.'om tnc in.:::idc, Go to :;9e~c: 

it rn.i::;cs no :fund.0mcntal_ eqonor.1 ic q1.1.e:::tions but in::rtecid con ~e:1t::; it::;clf 

with the ectabli:o.h0d concepts used in aid analysis; ii t · con~)ine s an 

e:ccessivcly a.c:;e;reg·ativo overal l appt'oach v1ith an cxcezsively ad hoc 
. . 

tre2..trncnt . o f tho myriad details; and i ts ultir.1~!;c empl1c::.si::: in it::; 

1.·ccoiilm0ncla.tion:::. ic on economic adr:1inictration r".the 1.· than ccono;:i ic 

an2..lysis . 

' . 
Gi ve :-1 the public rel a tions cha:ract\H' of the Comniosion' s 2.s:::ic;:,.~a::1 t , .. :.:--.·c 

the cr.ircumstances in wl'lich .. i ·c; i·ms appointed, one nigh~ h av e e:,:!)cc t()c'i. i ~s 

Report to serve two functions. The fi"C"st ·, and mo1.'e impo"C"tn.nt , would b 



to :provide some frosh and a.!)pcalin,•; . -ccc::.sons for the c;ivinr; ol a ir..:. °':J;j ~:-.o 
2.dv.2.nced cotmtries, a~pealinG e::;pccially t}tho nid-f;:i.tJr,;ucd .A:::o::ic.::..::1 

puhl ic. 'rho cec,and. 7 complementa ry t o the fir~t, uoulc(oc to p·:6·:i C:.c t.·. 

r.:e.the1.' optimis-tic ut still pl-n.ucibly so~·,e"t' rcvi'3w o r ;p~,.:::;t c:;.:Dc r icnc c ·.: · ·: '..1 - - ------ . . 
development assistance, combine d with a set of . wcll-ro nsoncd and ::;o n:::;i~ l c · , 

/ , 

s~::;ostioni:; fo1.· tnc improvement of t he efficiency · of cu-c·ront r;:etho rl s o:: 

re "l.d.c ·t'inr~ a nd a.dministe1:in.1 development as2,intrmce, both c:.<i:·ci r;noci. to r_;ivo 

f-::-ezh hope to underpin ·the · fresh motivo.tion fo-c• a.id-c,;ivin,?," . 

In the event, the Re'Port ho.s succeeded reasona bly well in the 

ful f ilment of the second objective; i ·ts analyEis and recocmond~ tionc 

expfess the common sense conclusions that wo nld have b een reached by 

most people · a.sl<ed to think about the contemp9rary· c.1.id.-g ivinrs ,:.nd. .:i.id.- . 

receivin~ process on the assumption that it was . goine to continue. 

:But the s~cond objective is subo-rdin.:i.~e to the .firct, a_ntl vrit:1. rc::;poct ;;o 

the first · objective the Report c an only be deccribcd ac a di:::;mQ .,, . . 
..1. 0. l..l. U :'C. 

I t h .~.s p-rovidcd no new e.nd 2..ppe 2.l ing !'easons for the expn.nzio17- o-: 

development assistance by the . advanced countries, and 11"".s instead. 

nroduced a series of T) Scudo-conside-rations whose hollownes s ancl ... • "ii: ... 

. inconsis i;ency yri th one another can only reinforce the al'g..imen ts of the 

opponents of aid. The resul ·t is th8t both the · i d.eolog ical · a<lhe::.•ents 2.n(l 

the ideolot:~ical opponents of develo!)ment assist2nco will be <'..i)le to 

criticize the Re1)ort for the pusillanymous concessions i .t ma:-::e s to the 

othcl" side of' the d.e ba.te, while the open-minded. averaee nan will fi ne: 

the Renoc't · at once flabby and smw~ if he bothers to read cuch a f a~ 

compendium of' establishment wisdom n.t 'all. 

The f i:.J.i lure of t!'l.e Pear~on Report to pt'oVide a persu~.sivc neH 

re c1.s nn for aid-giving is the inevitable result of t he conflict 'oetHccn 

mo-rc1 conception and the f acts of reali ·ty that e:rises with any c ;~;i.:-i table 

ope-rati on such . as ·development aid or the · -relief oi' pove-rty: the r:ioT"al 

conception stresses the inhet'ont di r;ni ty and 1:1ol.·th of r.1c.n o. c r:ii.l.n , ;:.n<.\ 

hence lea ds to resentment on the one side and uneasines s on t :10 o the ·~· · 

about the rc ::i.l i ty of economic diff'e1:e nce, which is tho occ acio :, of t;1e 

c..11ari t,y i tsclf'. This conflict in ex ace·cbated when the pa rtici:;:, ,.1.:1tc i ~ 

the c lrn.r i table transfe"t' at'e not indiviclunls but nation-states je2..lo~~::; 

of t~e i ~ sove~eignty. It can only be ~~solved by rcsot't to the :ictiori 

on both sides of t h e charity transaction that ,the need :for ch~"t'ity i~ 

ter.1:r,orar.y . Hence any effo-rt to -re s ol v,e the co:h.fl ic t within a 0 0 ::a . ~.l c.:1 .~ · 
\ . 

consistent philosophy of ·sustainecl cha ±i ty mus ·t p1.·ove self- def'.~r.>.t i:1 ; : 

charity c an only be a continuin,1 pl'ocess if ne\·T reasons arc co:-iti:n.:.o.1 1, 

beint; discovc"t'cd as to whjr it will be ter:1porn-ry, and tnis p'l'ec a r:cs ~ 

g eneral philosophy. 



The fc:.ilurc of the Pc~.1:~Rcpod \·rith reopect to i tc m;,, j0l' :.£'1 ... nction 

o ·:' rc-r.10tiv:atine; aicl-r;ivine; is cpi tomizod in i tz ti tJ.c _: Pr£~:1~ ir. 

Dovolopmant. This title attemp·ts to assert fo~ nation-::;tat~c the 

eqni vn.l cnt of t he oft-n.Gscrtod. cqual i ty of man. It i ~; p rop~.en.;1d.-, o.: 

behn.lf of t h e ::iov<n·c iffn:cy of the dovelopinc; no..tion:...nt n.t c o , or a polite 

fiction to paper over the vast inequalitiec in resource ::. between ·cich ano. 
' poor nations. In eithe~ case, it is cort~in to cvo~c n.ttituccc on ~oth 

sicle s inimical to enla1·c;ement of tho flow of dcvelopmon t n.s::;i..; to.nee . 

If n2..tions are re.::..~ly equals, n.s the fiction asserts, what is t he 

necessity 01 .. the pa rpose of n.ic? If :fuhey are not equals, n.c .is t 11c ·~oo..l i t :/, · 

,-1hy ::;hoald rich nations trn.nsfel' . resources to poor na tiops t hat 1:i-cctcn,l 

to be equal but are not? On the other side, . if nti. tion::: should ·be ec::un.l::::: 

'but are visibly c>.nd indicputably no ·t equti.ls, why should. aid. transfcn· ::; ':;o · 

regarded. as charity rathe-r th-3.'!1 reparations fol' the injustice of t'.1e u0Tl9-? · 

And uh,y s_hould the ar:1ount of charity be determined by the ·cich nan's 

bcneficence rn.tner than. -t:1e poor rnam.' s need? An alleged. :rni:rtnerc:1ip 

formed out of the :rich man I s uneasy c onscience ancl.· t :1e poor r.12.n ' s · 

resentful need is likely to disintegrate in mutual r ecriril±n2.tion--

as the 2.id relationsh.ip has indec d been doing. · 

The Repo-ct itself devotes a scn.nt five p ..'.t;es to the crucial q:ucstio-., 

uHhy Aid.? 11 · These five pages attempt to skate delicately over t):e r::c...jo:· 

issili.es n.nd to rec oncile the ir1.,econcilaole with wise-sound.ins :mt er:-:1) t:r 

r,l~vHtudes.- The argument be~ins negatively \•1i th the a ckno~rled,_,~ent t:i.a r. 

aid uill not buy a. we stern icleoloiS"Y, political stability, ol' peacef ul 

and interriational_ly responsible behaviou.-r from the recipient~. I :1 other 

Wol'ds, aid serves no politic al self- interest of -the ,aid-g-i ve~cs . Its 

objective insteo.d is - t~_to reduce disparities and remove ineq:ua.l i tics .•• 

so tha t the wcrld will ·not become more <1nd rnol'e starkl;'l divided betweea 

the haves and the have-nots. 11 But if 2.void.a.nce of such clivisio!l h2..s 

no impl ic~tions fol' ideoloe;y, political stability, ol' pea ce, ~.;he a:,cuz::01'!-t 

for it r.rnst be moral. But the moTal a.rcument immecliately r2..iscs, .:.~ 

len.st for an .America:1 audience, the conflict bet\·rcen the relief o: 

domestic and tho relief of foreic;n pove1·ty . The Reno rt a.sse1.·ts t h.:. t - ··--
11Both w.:.rs mns-t be ·won. 1

' Why s hould rich nation::: help poo'.l.' one s ,.hon t ::.cy 

hnvc pt'cssina povel'ty problems of their own? The Renart asso~t ~ th2.~ 
11Thc ··::;fmplc::;t a:'lswer to the question is the rnol'al one: th~t it is o:-ily 

rieht for those who have to ~hc:.re ,-,i th those who ·h.:i..vc not. 1,-:sut H!1y s't1oul 1. 

this mo·cal obliga·bion e;.d;encl beyond th\ bounds of sovc .. ·eir;n ct~t · cs? 

The Com~.1 i ssion appeal::. ·to 11 a :1ew ;:ind fund.:i.men tal .::i.spec t of the r.1o a.c ·.::1 

the o.wat'er1ess that ,;re live · in a vil:!.2..r,:e wot'lcl_, th..tt t-1e bolonc to ~'- t:o-cld. 

cor.1mu ni ty. n But awareness of tho e:-cis conco of o thoi· s h a s ·only r a::-oly anc.. 

·._l 



m::1.1.·c;inall,y been a rea::;on poucrful Gnou,t:,h to motivate l:::r,3e - cc :::.lo c hc·:.:-ity 

· to\·rn.rds them; ancl in any C.:1. [:C the qu.e:::tion i::: one of c.h.'.rity e::tc:--,r3.c~ 

by the nation2.l : g ove·,,nment o:f a rich c0uncry to the n::-·. r.ionc.l r~ovo·t n~.L; r. i; o~· 

a :poo.:' one, not from a ·t'ich individual to a. · :poox- ind.ivi c:.u:i.l. In:J:;e~.c. o:: 
arG"U,ing a moral case f'or intet'r;ove"L'nmonta.l a.id trancfe·cs, the r.C:Ji '?..E_! 

aba.ndons the subject by contradicting 'itself: 11 the mo-ral incc:1tivc fo-r co­

operation in intet'national development ••• is not the b asic on '.rhich 

support for inte1.1nationa.l development me.inly res ts. 1' 

ll•rh0re is also the a.ppee.l of enlic;htened anc1. constructive :::el f - in :;o-:c:;; i;. i: 

Economically, there is '~the fullest po8sible utilization of t he i·10:cld 1 c 

recout'ces, h1.una.n uncl phynical, which can 1)e brou[;ht about only by 

international cooperation'·• a1d which benefits the rich coun cl'icz t hroi.v;h 

adi ·cect bcnefi ts from a. bila l;er .:,l aid. relationchipu n.nd. tht'o -..;.,-;h 11 tho 

cencral increase in intet'n~tion2.l trz.cie t·rhich would follow ini;e-cnn.t i on i-_l 

develo!)mentt~. But the Re!)ort does not expl2.in wn.y aid., . rat;1c:- tnr.n 'o ti1<i!:­

policies, pt'esents the best way of pt'omoting fullei:- utilization o::' i-rorl cl 

resources; not' does i ·e examine Nhethcr the asset'ted e.cono:.1ic be:iefi ts. of 

?..id-civin~ are wo-rth ·foeit' t'esource cost; and i ·t fs Ccl.t'eful to st2.te t:: ;;. ~: 
" 

donol' countries shou~·d not expect development to ct'eate econo:~1 ic 1.·:i:1di'c:.ll z 

:for fu.hem. It is also concerne d to a.sse1•t tho..t nothil1g tangible in thG 

way of polihcal benefits shoulcl be expected. 

Having in effect a g;:..in disposed of self-interest as a. :no civo.tion · for: 

aid- giving, the Repo-rt then 2.ppeals to 11the accelera;~ion of _histo·cy n r.:H). 

the allege.a. consequential necessity ·to expand the conce::,t of t ho n .:,,. ;;io~'i "'.l . 

inte-rest to emb'l.'ace the common problems of the ,·ro-rld. 1 ai1d. .;.sce::-ts -;;~i2.t the 

emert:;in,r~ ai-12.reness ox' the t-to"t"ld community is ,i:i tsclf a m2.jot' reEt::on fo·::- · 

.in te"t"n2.tion.3.l cooperation in development. u Bttt tnz.t · eme·,,o:;in:, 2.::2.rcne ::;~ 

of the world. communitJ' is desc1·ibed as '·"an .:i.ct of faithl•; it doc::: :1ot "':)y . 

i tsel:f imply any commitment to help poor n::itions to clcvelop; anc: even if 

i t is co con8trued7 .it does not necessa'l.'ily imply an G:;::!annio;1 of 

developmGnt uid. on present lines. 

At this point, the Renert rc:fers to the :fc:wt ·th;-,.t the d.evcl np0c. 

count·cies have .accepted a. commitment to help the poor :1atio:1s ( t::c 

a.ctunlly uses the q:ncstion-boggin.g- · ph1'<'..ce 

to develop . '11he nr,r;umont thus 1.'eturns full circle to tho 
.... ... -

which was earlie"t" denied to be the main b asis · fol' SUTJ!)Ot't Of ,~CV'"' o n-,,., ~,.;_ .. V- .... ht..; ... u 

inte1·no. tionnlly, the poo1.'et' countri~ of the No,'l d h:we r.i, i de tl:e i ._, c:1oice 

fo1~ clcvelopmcnt ••• The o:1ly questions are: hoi·r :fv.~-~, n.nd bJr uha t r.1~"-::c, · 

anci. o.t wh2, 1
; e,:()st to themselves and to tho \·rn1:lc1 c an clovelo:nnc :, t be· 

a c hieved; and whc·ther it has a cler~r and tangible t;o<'.l . n In o t !ic:..' ~-r;rcls i 



the ~~2c:i1.~t o.h::.n,: c;mG o.11 rn·otcncc of cli r.:cu:::~:h1c; the .iu r: ~ific: .. ~i0, ... 0 : •. ~ Q 1 

.:'.nc'\. tn t':1G to the qi1e r; !;ion-- Hh ich <'..f_; cnr.10 r; th:-, t r;vch. .iur; :; i :tic:·. i; i0 ,.l :1: r; 

hee:1 Jn·ovidcrl, t,1our~h ii; cle;-i:r.-1;,r h:,u: not-- of cctti•v; a to.i'.',:;ct -:..,,-r: ,,.1.r... .• 

nour an:::i'TC't' ·· ir, th n.!; the GOO.l of the intc-r:-nc•.tion.:- 1 ,lcvclor,;:;Q '1t c ·;:'fn·;:,~ 

i::; to ;1nt the lc,.:r, dcvclopecl count'l'ios n.s soon ;:,.:::: :)o:-:::::ihlo in <-'. nr.:--i " • ,..~ 

whcrP. they can rc.:-.li;-;e thci1'.' r>.8-nj_"!'.'r>tions t-T"i.. th r.'i'.!C'"·rrl to ecortoi~i0 :' ..... ,., , ..... c ,· :· 

wi't:11011t re lyinz on. fo-rcir:n n.id. u. Thq Renol'.'t thl"!n ~.::; rn, n.11. cl n.n:-:wcT::: --·--
;> f f i"t'm;,.tivel:v, the (!\-l.estion L~Jhtt c ;:.n. ~ho m:-> . .jori ·i;y of the clcvc l o~inr~ c0·.:.~'tr'i..r.:::­

Rchi cve nclf- sust?inincr ~1'.'owth by tho end .of tho ccnt1ITy ? Fol' u~ t~c 

l'.11.swer is clearly yes. In our view, . the 1:'eco't'd of t'rte· .p<'.s t two:1t.y yo ..... r:-:. 

justifies th:>.t r.1.nsNc't' . i" And .it ndds: "'Tho thin~ to rcmc:n,ie ic tii:--.t tho 

:process, _clo1..rn.l in ccope, and internn.tion2.l in n;:i.tu1:'e 1 muGt cuccccc' i f 
fl. 

there is fino.11,y to be ponce, s°c'!cttt'i ty, nnd stal)ili ty in t hp i!0rlcl . 

It m;.,.y be 1:'el:l:>.r:ccd that the dcvclopin-~; conntriec coulcl r1.c h icvc 

celf-s11sta ininP,' ,:;routh ~t a.ny mor:1ent, by abanclo!'li!'l(.; their C.C!Je!'l,}onco o,~ 

aid, th.ouch this might i :wol ve rreouinr~ 2--t c' slO\·te-c- rn.tc ( not nccc ~;r.:o:r:--l;y 

sloHer, . bec<'.use the Commission is ttnn.ble ·!;o demon.str2.te t hc1.I; 2.id. i !'l t i~~ 

pad h2.s r.i.ctu2.lly p1:'omote d growth) . •rho rrucc-tion h in--;cr;; on the r .:i.te of 

gro".il'th ao:pi Ted. to by , the duvoloping countries, a mc?.tto on 1·:hich the 

·P.~;)~! is :rer:rn:dcably v ague, !)1:'esur:1ably bec2.use of i tc accc:rt o.!"tca of ·~:.c 

Drinci!)le of nD.tionc1l sove·cei:3:nty. It should also be noted. the.~ the 

t:.1ing t:he Commission \·rants us to remem11er is precisely \·1h2.t it .h c.::: c.:::· .. ·lie ·~ 

bee n . at pe.ins to deny , that aid for development will btq· peace, scc\:.::-ity ·; , 

and sta.bilj_i;y in the developing uol'ld. 

The chr>.in · of obse'l.'vations rn·esented by the "R.e!)ort o~ ti1e 
justification for development a.s::::ist.?.nce is c, set of' , 11ious but ~e-i-

cont:rac~ictory pl2.ti tu.des , d.esicncd to sb1.te over: the renl is sue s \·::-:ilc 

ennbling ·the Cor.1r.iiQsion to arrive c>.t a.n ostensi1)ly· fee.siole co:.:3:--coni::::c 

be tHe o::in the interests of the developed conntries and the de r.ic .. de of t}:c 

developint; countL'ies. r.foat comp:comice consists, on the one n 2.nC.. , in 

udoptin~ th0 vie\'1 that if the aver~r;e c1nhua.l ro.te of G"l-'O\·rth of r.;'.:o r,..., 

nationn.l r,·.:-odnct in the developing countries could be t'niccd ~::-on the 

receat five pe't' cent per o.nnum to six per . cent per annum oy t ~e e:1cl o: 

tho 1970s, these countria:::: conld by the ye2.r 2000 finn.nce thci-· o:·r.1 ::::;ro,.:t~ 

and import requirements without conceosionnl 103.ns~ It conci ct~ , on the 
.. 

o thc:-o hri,nd, in..: usi::;e·ctinp; th;;.t this chanrro cn.n be o.ffec te co:1si::;tcn:l,: . 
\·Ti th the al re;,.dy-accepted commitment of the develo!)cd cou!1t:c·i c.., to 

c hc..,mel one per cent of their gross n~tionl'.l !)1.'oducts i ,nto c.cvelo!)r:.o,.t 

acsi st c:. ;1ce, provided thn. ~ they implement that com:-n i tr.10 :1 t <'.nc: <2ccc ~)t t:1c 

Commission ' s rccomr.1oncl.:ttionz fo::- increasing -!;he cle:-:1ent of r~ul us · i::::-c i:,c t 

from nomino.l aid involved, notably by incren.cin'1' the percenki.,e o.f ofI'ici~l 



. ' 
n.i cl f l'om t he 1968 pe"t'ccnto.e;c of· 0.39 to 0.70 by 1975 or :i.t l,itc:.:t 1930 7 .:~:~<:. · 

douhlinr: t;hG propor·t;ion in it of mul til n tc ·c•nl a i d ·to 20 pc7 cont . 

I n'. e :ffec t , the Pen"t'son Commiccion n e no't't s .i.y::: t h:c t thb !)oli t:i c c-.1 - -·--
dcr.10.nd s of th~ clcvelopinrt coun c'l.'io z :for development a ccir;t .::· nco c ;;.n ·oc 

sat isfi ed. if the dev~lopcd count·rie 3 Nill only live un to t h t:ir pa s ·(; 

moral cor:1r.1i tmcnts, \·rhile recommending vc.1.'io11c appn:ren tly zcns ibl c c '.1;•.n0 c::: i 1 

2. id policie s tha t will in fact increa se the re a l bm'd.0;1 of thoce c o~~rd t r.: e:11t 6 · 

s u b z ~anti a.lly.· At the sc.me time it holds out to _the aid-.';ivc1.·~ t he p:;i6r.1 i::;o 

t hat, t h our:~h the initial crash-p1·ogramme of development ;;.id h as not calved. · 

t he development p't'oblem, i ·t ce.n still be solved. ,·1it:1in t he t i me- c.:rn-•.n of D. 

gene ratio n , i.e. by the yea "t' 2000. Both t he implica tion t hat no :furt :1.c 't' 

great ef.for·t; is requi ·ccd, and the. :;promise of a foreseen.ble end to t : c n:eocl 

:f'or charity, display a certain amount of political sagc.ci ty. Bu t tne 

cor.1p1:omise is vc-cy unlikely to succee d in prac ~ic a l politica l rc a li ty , and 

t he off c ~ of it is likely to p't'ovoke dissatisfaction on both si dc 3 o f 

t ile clevelopment assistance tr.:i.nsaction. For the develope d cou"1t ·cies , t'.:: c 

Re:po 't' t :fails to provide a :w cog ent reason, o t;her than the doubtful ly ·colcv 2.n t 

asp i"t' a.tions of the developing countries, why ·chc developed countrie s ::h o ._1lc. 

m2.ke t h e long jump fro.m· p1'escnt level::; of o:f:ficia l 2..icl to the level s rcq~irc c.. 

to ful f il its t~;"t'gct for such a.id: a pa ::::t · moral com:ni tmont to a t n.rsc t t!le.t 

h as not only not been fulfilled but whose fulfilme nt has ste;:.dily bea n 

r eceding , proves neither that fulfilment of t h e target is desirabl e , n o~ · 

th;-i.t it will be rel a tively painless. For the developing count ries and. :he i:­

sympo.thfze't's, an increase in the ta:t'B'e ~ minimum rate o:f £,Towth :fron f ive :pe,:­

cent to six per cent ior the rest of the century is a trivial qu i d p~o Cfl!O 

indeed :for the liquid2 .. tion of the asstunecl r:loral obligation on tho r ich 

countries to impt'ove the lot of the poo"t'. 

In my jucle,ment, the failm.'e of the Pe c.rson P.c po't' t to . provi c'1.e a new 

mo t iv2.tion f'o ·r m·ot'c generous aid.:giving i::, att1.•ibutn.ble fund.a.me nt ,,.lly to 

t h e f ~c t tha t the Commission has t~k ~n the sovereic nty of t he n a t i on- sta te 

as g ive n , and hac concerned itcelf with rclat i6ns betwe en :::::. over oi : n st~ te c 

t hat happen to be al tcrno; tively poor a nd. rich, i 1rnte a d of concc-r:1inG 

i tse l f wi t h t h e fundv.me n t a l unit::, involved in the :pove1.· i;y problc::1 , ihich 

uni t s a1'e people a nd not na tions. In rel cJ.tions a mong sove ~oia n na t i o~~, 

morai ity is an e motion without a cut·tine edge. I n r e ln.t io!rn .:1.r.i onc; ~) uo J1 - c , 
-~' 

h m·1ev ci::- , t n.e nation- state is a n inst:c-u..-nent of di ::,crir.ii na t io:1 H:10:::::.c il'l,jnst i cc 

anc. i mr.~ o"t'al i ty c an b e clearl y do rnonstro.t ed. 'l1hc :w.t i on s t 2..te dicc 1•i::: i ::~t0s 

oc ono··: ical ly i n f o.vou't' of i t s m-m ci ti :~~s th·l'.' oue h it s control oI' 

i r:lmi gr 2..t io;:i.; i t discriminat e s f u't'thc r in t heir favom.' throu6 h i t::: t 2:ci:.:'f :::::. 

a nd o ther pro t ec cive policies; and. recently the riche s·t n u tionc h~ve cor.,c 

t o d.i scrimina te ::.till further in f c~vou"t' of thc i't' o~m citizen ::::. (i n t hci··· 

rol e a s worke·cs) th't'oueh the imposition of restrictio.ns on the ou tflo~-r of· 
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c2.pitc.l. In this pc1.•::-.;1,cctive, development a::::::istn.nco appo(,.t'::;. vc17 ~.rnc; h 

conscience money pn.id by ·the 1."ich ·to the poor to c a cc t11c Cl') ;1ccic nc o o:,' 

n.r;. 

one a nd bribe off the indienLl,~ion of tho other; and tho pTob lo~ u: , T~~6ti~~ 

clevclopr.~ent o.ppcn.rr. more as one of reducing tho dicc'l:'iminc.. tio::.::; ;)0 ~-.:c,::n 

people .:i.ss·.,cia tad with tho nntiom.1.l st r1. co ·tho.n a.o ono o:f' incroo.t:i: -;: t:nc 

interna tional flow of coiscionce money-- thouGh 'rnore conccicncc money woul4 

ur1doubted.ly help. The Pearson Report mi1;h·I; hn.vc bcc.n f v.:c not'c c f'fe c ~i v c.: 

if it had attacked the disc"l"iminato-ry features of tho na tional st 0-t e · 

directly, and insisted on the need ei th.e"C to reduce the diccrir:iin~tio :1 o 'C' 

to inc:.-e~sc the flo~·r of' conscionco money, ra:~h.e t' than a ttcmptinr~ to ,-:i1.oc · ~ e: 

mo"l.'e developnent assistance in the name of f'ai th in the b't'othc:-hoocl of r~0,n ~· 

As alrcH,.cly men·tioned, the Pe 1:cr so~":_BJ.P.ort is fo.t 1:iore succe::;cful i n 

a.chievine its second (and secondary) ogjective-- a reasono,bly .optir.1ir:ti<;: 

revie~-: of past expe·dence with development assist;:mce, le?.ding a. a cc ric i qlc 

ze t of sug{::;cztions fo1• fu-cu-ce im:1rover.1cnt-- 'thnn . in nchievinri: it s :fi·c ,,~t . ;,nci. 

. crucial objective. A full review of i t8 a nalysis of the d.evelop:nent 

probler.1 and. of !)<1.st achiever:ients with respect· to it, and of i'i;s recor:1mc!1ci.c~t­

ions for chr1.n~es i .?'1 development policies a:1d practices, ' t-1oulci be 

ina.ppt'opriate to the p1'esent purpose. Four general themes of the Repo-c t, 

ho\·1ever, deserve some comment. 

The fi't'st theme is tha.t, desr>i te the wid.ely-fel t disillusio:1.:.1e·1t about. 

the process of promot:i,ng the economic development of the poor cou~t~·ies, 

much mo"t'e develop~en·t has occm:red than has generally been ·cealized; 

that more i~ to come as infra-structu~e 

th2.t various past erro1.~s in appro0.ch a't'c in process <?'£' bein,i:; co"t'':'ccte c. ; 

· and. that r:mch has bee.n learned a.bout ho\·1 to·· promote develo}"incn t. 1~11 o:f 

thio is ·true. But one \·Iould expect development to occu't' uhen people h:-:vc 

at last decided that . they want it, when they have the Gt1ccc ssful e :-:am.plc s 

of the. ulreo.d.y developed count1'iec before theit' eyes, ancl \·:hen the 

m::i.intcn.:i.nce of' high activity and the pror,;ressive libcrc1lization of 

inte't'national trade by, the · developed. countries is providing . ~n u:1.prcc.::c.er.-;.::d. 

opportunity .fot' erowth by osmosis. One would also e::-:p cct people to 100.Tn, 

a lbeit slowly, fron their own cr't'ors. The real questions arc uhcl:;hcr 

d0velopr.1cnt aid has promoted or retarded. development, o.nd. i :E' i t h .. , ~: 

promoted it, how signif'icant its ini'luence· has been. I,io.~y· o:t' the c l~i tic s 

of aid believe that it has encoura~ed. n[l.'i;ional aovcr:.:ments in t:10 lcvolc~)in:., 
\ 

countries to pu1.•sue co1.ajte:i.·-developm~tal policies o.nd pe:-::,i t"ted. t:1Ci:1 -~o · · 

pl'escrvc archaic social and political st1.•uc tU'\.'es, ancl zo hes rct~~:-clc~l 

rather th.'.n promoted t11e mod.ernizo.tion process. The :Repo1.~t i s. in - ~c ·~ · 

u:i.able to adduce any Cl ear evidence that aicl has pro:n'?-te -:l e:rowth; 

'•. 
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thi n m:..y be lci,l'gely becci.uno it l.::i.clccd the Ur.10 1 i:.; t ai'i' re~jourccc: 1 c:·.r.<l. 
I . , 

e conomi c competence ·to .inves·l;i0 ~1.to the quosl;ion in a prop6t·ly ~;cic:1.ti .::ic 
J ' 

m.::'.nncl' . Instcn.d , it fall3 bo_clc on ·tho undi::;pu ·tod f n.c t thp, t;· r:iuch n:i.cl ; u;:. c 

[;ivo.n f o-r o thcl.' l'lU'l."por.:eo ·thn.n clevclopmcn t (ho\·1 · muc h w.:1.c intcncli:::d to yi ·cor:: o t o 

d.c velopr.10nt , .::i.nd dicl it actunll:)' clo so?), empha:::i izoc lihc ir:iporto.ncc o.f.' tiic 

t r a:rnfe1.· of technolor;y and id.eas associated iti th itd (war.: tho tran::;fe·c 

always appl.'op,•iate, and. could i ·I; have been effected. in ~,ome c hcape·c il2.y7 ) 7 

a nd. stresses the concribu·tion of' aid in suppot'tinrs a psycholo,:;icc:11 c lim2.tc 

favourable to experimentation (good expe1.·imen ts, or b a d?). The u ccfulncc::; 

of aid. in promotin:~ development remains an act of f'a.i th; 

the Rcpot't depencls on the aosumption of its usefulne ii!."' ~ --

The second theme is the seriousneso of the popul.:i.ti~n problem in tho 

cleveloping countries 7 and the need fol.' p·.:-io±i ty f'o·r popul.:i. tion control. 

. ·r h o Commission·i3 :r-irrht ·to view this subj_ect with the [;Cavcst o:f 1:.l,· .. r.1 1 "::.:.i.t · 

it f c,il::; to consider its :full implica.tions. The responsiveness of populi:t io. 

to econor:iic o:pporturj.ity in the developing countries is one of tho r.i a,j or 

l'easons W!1.Y developed countries are both l.'el uctant to allo,·1 imr:i i gr 2.. t io:1 , 

f·com cuch cou.11.tries, 'and. doubtful 1:.bout the beneficial effects of c.sci~tm1cc 

for economic clevelopment to these countries. Frce·c ir.ir.iigrati.on in to tlrn 

advanced couxi.tries-- which should be, but is not, cu"t'..-ently concid.ore c. 

a possible rer.iedy for poverty in . the developinG' countries-- more ai d , ""'nd. 

freer tracle., 2-ll run the ris1c of c.ggravating the problem of inec.:uali ty by 

s-tirJula·t;ing the breeding of mot'e pool:' people at the expense of the less 

philoprogenitivc rich. Family planning r.iay well _ be · n·o ·t only raol:' e i r..portan t 

than additional development assistance, but a prerequisite to t he proviiio~ 

of increased assistance~ 

The third. theme i G an e ~nphazis on educa.tio:1 and 0 11 ·technical devclopr:ce!'.l. t 

as mc1.jor means to econor.i ic ~evelopment, to&ether- thow~h thi::, i::; i ~pl icit · 

in t he detail of the n e riort -- with om_phacis on more efficient se l e c tion . 

of i nves l;r.ient pro.iec·ts aimed at ffi ving priority to those \·ti th hig:. yield~ . 

The l atter emphasis is impo1.·tant f'ol.' the future, eiven the likol ii.1oocl of 

increasing stringen?Y in the a.vailabili ty of aid funds; but tncrc is s ot.le 

dn.nger tha t t h e e :ne·rging- popul2..ri ty 01· ' 1cost-benefi ·t analyGis1o will 

lea d ·to r:iore a nd more sca1.~ce resot.t:c-ces being devoted. to the alloc~ti on of 

f'unc.s nmonr; pTojccts and less ancl le ss beinc; availb.ble for the p::.·o joct s 

ther.'ls0lves. It is a well-known charac tet-ictic of' bureaucraciGs t },~t, 

the lees money they have to spend, the ~re time c.nd ef:fort they <l.evo t.::: 

to deci din;- exactly how to ·spend it. 

·rho fou ·.:-th theme is the desi·ce.bility of increasinc both the 

~}.)irf.rp0~7±.e-n=....o-:? •·:n~l~~--;;~:s=cm'l.i7I'°~1 



propo~tion of offici~l uid in tho totnl financi al f lowc of ~cvclo~Llon~ 

a:.:rn i sta.'.'lce, o.nd ·foe pt'O:!,)l)rtion of mul til a ·~cro.1-- n.c coni;·cc.ritccl .-:i th 

b il u.t e"t'al-- aid in the · to·t.::.l of off cncial floHc. Prom tho ccono~.iic po i. t . 
~ .. 

of vic '.·I , both ch~.nges would si,<;ni:l:'icantly aw;r,1cnt tho r p ,.:.l flo;r ot -cc:;()U::'.'t:;O:.; 

fro::i 1.·ich to poo-r countriec. Bu·t it is impo-rtan t to rocoenizc the C:.i'.t·cc ·io ·1 

in which those rccornmendationc lead. Ecsenti~lly, they point in t he ~ircc t io:1 

of No1.·ld gove-rnment, not explicitly in the form of politic.'.11 fcclc1· ~:.l i :::;;.1 · 

but implicitly in the form of a redistribution of i ncome betwee n nationc 

thro 0.10h the instnumentali.ty of in·ter ·lationnl inrrt;itutionz and s pcci f ic2.:ly 

of t}le Horld Bank. This may be a desirable di"t'cction of evolu·tion , .:mcL 

indeed the only feasible path of humc.n progre:::;s. But it shoulC: be 

recor:;nized and ·disc.ussed for what it is, and. not disgu~sed as an obviou::: 

and. sensible step ·t01·1at'ds increa zed efficiency in the aclr.1 inis tr:1 ~ion o: 

developraen·t assistance. P"t'cne'.'lta:tion in that guise--which is e::;sent i a ll:,r 

a proposv.l to increase the taxation of the ·rich count-riec for ci1e be :1e:fit 

of the poo~ Hhile dep"l."i°ving them of cont-col ove-r- the s:9endine of -~heir o.-;n 

money-- iG likely to prove unaccep cahle to the ci ·tizenz of the 1.·ich 

count-ciez • .A~ain, in this connection, the failu-re of the Pearso11. Cori:..':'l is s io r.. . 

to consider the cons,e.quences. of the oi:-t;;nnizz:tion of mankind into n2.tions 

is a ccucin.l weakness in i ·ts areumcnt. 

·rhc ~~~n_~epo:rt has, in rn~ judgment, failed in it:, main pu::-posc, 

a pu-::-pose crucial to its mar1y se:u.ible su:;gestions for re:i:'0-c::1, tne:.t of 

provic..in,<:; a new motivation for -~he g-ivinrr of dcvcloprn.cnt acsiste.ncc. 

~specially, it has f ailed to . provi de any a:r,.rruments lik:e l:, to a~~eal .to. 

the aid-we,:1.ry and dornestically-p"t'eoccupied American public. ~-/hc~t a;re 

likely to) be the consequences? 

One mn..io-r unfortunate consequence is likely to be thc!.t those Nho 

f 2.vo1.u· inc-ceased development aid will become incrcasin~ly shrill i~1 t}1c i x­

~!.emnnds :for increased aid, and inc"t'casingly intcllcc tually - dishonest in 

th ... 1 ar.~ncr.ts they p-rcsent. t.l'his tendency iG in fact alre;;~dy ~nparcn~ . 
I 

As one c :-:2..mple, there i o s ·~-ron:~ support in p"t'o-dcvclop.:-.cnt-:..ssi st<'.,1c c 

circles for the proposal to link· intc:i., i1.2.tiona l monct nry 1,cfo-r::1 t o 

development :finance by monetizint~ the ne,·1 Speci.::1.l Drm·rin:~ "'f! i ;-:1ts ::..t the 

Intet'nn:tionol I',I0ne·t.1ry Fund, a nd din"i;rihuti ;1g a lc:c,:;e p~rt or ~11 of ·be:;: 

t0 ·the de_vclopin,'];' countl:'icz to be earned b3.ck by unreq:u:i. ted e:::-po:·t::. by · ti1c 

·development ncsist;:i:nce by infl ntion2.ry wor.lc.. monet.~.r y c::pnnsion, . ' u~soa. . 0 :1. 
\ 

·the 110..ive assumption ·~hD.t the ,c;ovcrnmerl:~t::; of the e.dv::v1cec: cou:1t ~.·ie s C ".:l b~ 

tricke c'. by c:>:ploit,,.-t;ion of the mystericr. of t1o ii0y-- w:1 ich they c n'1 

unJ.01.-~;-~and_ a ~ lqa~t o.s ~-;e_ll 8.s the p1.·oponents of t:10 sc:1cmc--:- in ·~o 

.'.1.cco:::,-ti:-v; .:1. l n:r.",<'~cr volume of' aid comr.1i tments th.?.n thc.·r ·Honlcl bo '.\'illi:1.=-; ';o 
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cun ~ently bcinc-; r:10U.:"'lto d in the United Kin{~dom to pc·c:-:H.-,.clc t,,n "'.'>~J.:) l ic t 0 

3.:-t ::.c t ion .:~cldi t;iomi.1 ,"'.i ct a lloc .:-i tion c on tho rr r.ouncb th:-· t; "·tr ,,.o.c i'ollo··:r; 

. . . f ' .· d b . t• . ./:> • . 1usc :i. ·10 y · .ie g o.i n 0.1. n ;:,.,:,i.;:ets~ If this p~or,ot;ition 1-.io"'C'c 'C"'C'U.-3 , ·.;h i .... · 

it ic not, it Hottl e} sc r>."t'ccly be nece~·s ary tn- ::-.rlvA.,..ti. '.'":e i t . A t '.,i ·crl 

i :'l:~t:,.n.ce, evi. r. c"1t l"',t the recent C0luml1ie. Univc1'.' ::i. ty C0"lf' c-rc nr. 8 or. 

of thonc. H'lo f' ;:wou"r.' rn 0:::- c I~tc·c-n;--: tionc1l Dcvelo:r>ment, is t:1e propcnci..ty 

aid :f'o"i." 't-rhatevc"'C' ren.con to siGn any document 

rcgo:r-cUei::c of hoH ~ill;'/ or j_m!)rn.cticable the 

r:101:'e <"-id cont2..incd ·in . it may be. 

:chc1.t "C'ccommencl r:: more <'.i d '. . . ~ 
specific pro,ocals fnr ~1v1nd / 

Annthei.' co~1::::ecruence is th ,>.4~ the rn'oc'ess of tlisillucinnncn t; of: t h •-; 

Ar:i G·,~ic ,:,,n !)Ui1lic with aid,. ;:,.,nd of Amc"C'ic ~.n disene . ..:. .r; er11 c nt in t :1r; ; ,,j_ ,::_ 

proc l:) os, will continue:. 'I'his is in spite ol t he fa.ct tha :; a :rrcci cle: nti.:-.1 

task force, 1:'eporting in l,ia"C'ch 1970, and ·cle.J.rly influenced by the Pec."'C' ~,,n 

RenoTt, has :rccommcrn~ed tha·t; the level of American assi::;tancc fo::- cc ono;:1i c 

development; should be increased. Hithout powe.:-ful suppot't f'-ror.i public 

opinion, such a recommenfu:.tion is likely to pe·dsh in the Congt'esD • 

And :failing a powerful lead from the United States, othc"C' cou'1tricc a "'C' e · 

unlikely to inc"L'ease th~i 1:' developmen·t assistance co11t"'C'i '.:n~:t;ions zubs-to..~.:t i a.lly :-

The pt'ospective· decline o±' of'fici2,l e.id o1)Vious .1: y bo de s ill :for t:1o s c· 

,,rho h:'ve m;:i.de c1. career in the aid business, ei the"C' ad 2.dnir. istrnto1' s ox 2..s 

nctvisot'r::, or o.s outside, presumc),hly intlependent, :nission2:rie:::. on oci12.l::: o-:: 
aid to thei1' fcilow r.,en. •rne woTld ,,of official aid i s in fn.ct ali'.'ec:.d~· 

shoHins many of ,t;he signs pf a declin;i;ng· industry 01· co:7lmuni ty, 2.r..d in · 
I 
I 

p2.rticul o.1.' showing a bel2.ted U"C'[;"cnt conce:rn :,n.bout its oim adz:1 inist'l:'a tive 

efficiency. But \·rill the decline in official o.id ac ·~ually se"t'io-usly i .nr,::. i -.:­

the p"C'ocess of economic development, to· the detriment of the poo'l:' cou::i ~r ic ::::· 

of the ,rorl cl? 

I ?.,m inclinect , pe"'C'h0.ps optimistinally, to 1.'CtU1'l'l a neg2.tiv0 2.~S'. i0 'l' t o 

t h is queGtion. · 'I'he decline or· official development aid that I :foi.'C s c c ::ill · 

mea n an increa:::ecl cicpendence on the p"C'ivatc mo.r!cet r.icci1nni m:1s of ec o :"lo ::-: i c 

d.evelo9ment, c.s contrasted.with gove1.·nr.1ental pl a nnina i:l.nd contro l of t :1 c 

developme n t pl'ocess. Thcoc mecho.ni s r.is arc, intc 'l'.·nally, the f o-rce s of 

cor.1:i:> c±-:i. t i o:-i ~.n cl t h e de si:re to imp1.·ove one's individua l welfo.:rc oy i 'lC't'e , ,s ii, : 

one ' s e:n' nin>J po ·.,101'. Ex t c1.· nn.lly, t he most .import:i.nt . are cor.rpeti :: io·1 i.1 · 

in t e l' JVl.ti0na l trade, on the ·one h a nd, 

the mu l tin~tional co~po"C'i).tion, on tho 

.ancl the 
\ 
otner. 

intc1'nri:tion;:,,l o!)c:• ;:,. ti o~: :::; 

I h::-.vc con:::i dcr~blc r,.i t:1 

t he lo n.-o;- r un. po \TC"C's of int c ·c-n:.-tiono.l cor.ipe ti tion to t:i..' a"l.::;fo c:-:i 

.!. 

~-< ' .... . .. \. \,,t 
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held in check by the U3c of political power to 't'e~ict ' chnn~c and to ~tto~pt 

to c2..p :tU1.'C the benefit::; of clevclopr.1cnt fo't' the poli ~ic ::i.lly po~·1c-:.·i'u fro~:t 
I 

the eco:-.omically producti~o. I alco beletd:ve th.:-..t the li1)eTalizo.tio'l 01' · 

wo1·l d trade ~hat hu.s al 1'02.d.y been .:i.ccompli :::hod throu,;.h t+~c Gcnc1·c:i.l ii:;1'.'00~.~cnt 

on Tariff::; and Trw.dc provides ample opporliunit i. Qs for the pooT count-rice 

to develop throu.8:h trade, · thour;h thcn:e·. is co1~sidc't' able :::cope fol' furt::c-::­

widening- o:f those oppor_tuni liie::;. . It io tru.e, as al 1·e~.dy mentioned, t:--.2 . .-t; 

trcidc pt'ovicies ~ar fei·rel' ·resources per doll2;r ·fo·c development than cloc ::; o.icl. ; 

but we 2.rc conside-c•inr.; a process of' devclopmcn·t; cxtc!1dinr_: to the end of t~e 

century, arid in tha i; time trade opportuni tics should ho.ve full ccope to · c:o 

their Nork. 

As rcgaTds the inte't'n~tional corpoTation, this is a powerful acency for 

t:1e tranm:1ission of· technoloeical progt'css, ancl the 1.'en.lloc -'?.tion of' cc.p i t..--:.1 
. . 

resources, from the rich to the poor countries, which h~s ~lre~dy in tnc 
pant ti-10 decades done much in its 0\-m way to diffuse the proce::is of 

econo,.~ic development .?.l'ound the globe. Too much sl1ould not be exricctcu. of 

~he intc~ne tin~al corporation. It is a. profit-seekine enterprise, which 

will diffuse development only to the extent thD.t such diffusion is i n · i '!:::: 

o,-r.i. interests. It i ·s not a. goverri.nHmt, able to levy ta...xes on sor.ic rieo~lc 

in 01·0.e't' to inve:::,t · in wh, :.t it thinks will cont't'i bute to the econor.i ic 

development · o:f others. But thet'e is a considerable ovet'l.:>.p o: inte1'cds 

between the ·two. In particular, the corporation often finds it in its 

own in '.;erests, when opera tine: in developing c~)Untrie s, both to i:west in 

~he training of' local laoou-c-- both operative and man2.geTia l-- <l.nci to 

invest in teachin,-; modern efficient methods of p't'oduction both to its 

supplier enterprises and to itG customers. Hhere th~ interests of 
. . 

corporation and govcrnmeYit conflict, it is not always obvious thc-.t 

gove1.·nment rathe1' than the corpora.tic~ has the bcttet' judgment of uha.t i:::: 

in the social interdst. 

To conclude, the Pearson Report may well represent the end. 

than the bc(;inning, of' a novel phase in world economic develop::icn t--

the end of o. ph.:tse in which the poHers of covcrnment to promote devclor,:c..::mt ·· 

by the use of its legal pouers of contl:'ol and planninc an·d its cco:10:.!iC 

po,·iers o:r taxation of its citize n s ,·rnre rrrossly e:,:2.5ge1'o.ted., ancl the 

pow::rc of f'rec compc ~i tion to pronote 0 rowth w-e·cc unc)..uly discounte d , 

re;the"C'-·'thaa the beg inning o-f' a concerted move ·to .. mrd.s n2.tions bocor.iing 

u.p2.rtn01's in c1.cvclopment~~ c>.nd movin::>; towards wo·rld eovernment. ·l1hc ~ 

Pe,3:r~-~12 Re port, in shoi:-t, may be a tora~tone rather thc.n a milesto:i.e · 

i~ the evolution of a developing wo!'ld economy. 

.. 
·.,· . 

't. 
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INTERNATION AL DEVELOPMENT I I N TERNATIONAL BANK FOR I I NTERN AT I ON AL FINANCE 
ASSOC I AT I ON RECONSTRUCTION AND DEVELOPMENT CORPO RATI ON - ~/ /__.,, 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara 

FROM : Hollis B. Chenery ~ 

S U BJECT: REL Prbpbsal from Cal Tech 

DAT E: June 10, 

In his letter of May 19 Harold Brown requests Bank support 
for testing the REL system in a r eal user environment like the 
World Bank having a varied and extensive data base. After con­
sulting Merv Muller, my recommendation is that, although the 
application part of the REL system has impressive objectives, 
the Bank could not justify funding this part of the program. 
The system is, in any event, being developed for different hard­
ware than the Bank's. 

2. Professor Thompson already appears to have established 
high level contact with the IMF, so I don't think we can suggest 
anything in response to the final sentence on page 1 of Brown's 
letter. 

3 . Muller's detailed comments on the proposal are below: 

The Proposal (Note: Tables 1 and 2 are missing, as are 
Appendices C, D and E.) 

l 

(a) General. At various times in -the past, the desirability of 
having an English text approach for controlling a computer 
program to manipulate and analyze data has been recognized. This 
proposal is an effort to develop such a program for data manipu­
lation and analysis using the joint tools of computing and 
linguistics. The proposal consists of two parts: one invol~ing 
development and the other application. In the proposal the 
authors identify how the development activity will take place at 
Cal Tech. They a r e requesting support from the Bank for the 
application part to allow this project to have access to a "real 
world " environment. [In the actual proposal they indicate 
(page 46) they will submit the application part to a mission­
oriented Federal Agency (Appendix E). However, Appendix Eis 
missing.] 

(b) Data Analysis. Data analysis capabilities provided by REL 
are not sufficiently specified to evaluate. It appears to me 
that the preliminary implementation on the 360/50 was too limited. 
The proposal calls fo r an e xpansion of analytical features in the 
360/75 implementation but is not explicit in the types of 
capabilities to be added or the algorithms used. Apparently they 
a r e not aware of some of the more advanced packages which 
eliminate many of the inadequacies of the cited statistical 
packages (SPSS, OSIRIS and BIOMED). Of course, such a system 
requi res e x tensive and well developed analytical capabilities. 

(c) File and Data Handling. There is no discussion of how existing 
files are described and input to the REL system. This is a 
significant lack if input methods to the system are to be truly 
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user - oriented. No attention is given in the proposal to the 
data structures which would be employed and used for storing 
data. However, in studying the two appendices, it is possible 
to infer that a rather involved hierarchical structure is 
involved. (This inference is based upon the use of such 
approaches in other linguistic projects. Such approaches do 
not lend themselves to handle large amounts of quantitative 
data in an economic manner.) 

(d) Cost and Efficiency. The cost of using the system and the 
impact of using it on other computer users are not specified. 
The cost of using this system could be quite large because of the 
complex data structures that may be necessary to provide the 
linguistics flexibility. I note that Cal Tech plans to devote 
an IBM 360/40 completely to its use four hours a day. 

(e) Transportability. Even though they profess a desire to 
develop REL for real world applications, they have given 
inadequate attention to the problems of transportability of 
their developments to other places. 

Value to the Bank 

The system is being developed for the IBM 360 and 370 
series and it has a significant interface with the operating 
system. Unless we change hardware, this fact alone negates 
our ability to use the system. The authors propose two 
systems: a batch system and a conversational system. 
Transferability of the conversational system will be limited, 
even for other 360's. (See page 21 if you are interested in 
how they will be locking themselves into a specialized 370.) 

Also, the very characteristics of REL which make it 
appealing, its generality and provisions for ambiguity of input, 
pose a serious problem to the use of the system. There is no 
information on, or discussion of, the need for internal checks 
or audit trails to ensure that all relevant data in a file were 
processed nor is there sufficient information given to the user 
request. Before REL could be considered for the IBRD, 
considerable effort would have to be spent on thoroughly 
checking all aspects of the system. 

Personal Observation 

This proposal is not impressive in terms of the quality of 
its technical presentation but its objectives are certainly 
impressive. Professor Thompson is considered by most people I 
know to be very bright. It would appear that the current 
proposal is an extension of his activities while he was a member 
of the General Electric Company participating in the DEACON 
project. There is also the question of whether or not Thompson 
can come to gr ips with real life problems. I cannot see how the 
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application part can be funded until the development part is 
completed. Apparently, they need a specific application to 
help justify the cost of the computer they have selected. 

Attachment 
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OFFICE MEMORANDUM J ~,..,,,,~~;;1~:J/i:4~~ 

"...-!L~- J, 1'5~.,,. I{)./.), v......r 

~~~ ::}t;:;~ ~ 
l=~/y J...'I., ~ 

Mr. Robert S. McNamara DATE: 

Hollis B. Chenery )~l/" 

'Y) r~/ ~-~J ~-r '"' "1cz: 
The Level of Bank Lending in the 'Seventies , ,A •~fb 13 ,4 t, f'f\. 

~ ~ .?": t..f J.!:t ~ I ' ,:.) 

3 J ~ '._/I ,.}"v_ !"I. ~ 
1. On April 15 I transmitted to you a draft on thi subject; "'--.,,,(' 
as one of the background papers for your 1971 Address to the "-<-t.., · .. ~,:, 
Governors. The revised draft attached meets your suggestions ~ '"'- li' 
that we should; ;\ 1"\, y. 

4/ ~ ~ ..._., t: ,/~1,. ;,2 ~ 
(a) use a format suitable for possible pre sen ta tion ..Afr-~, )_:_ · 

to the Board, and t-~ 

(b) select the most plausible and realistic target 2.....;;r:
1
~--:) 

for future Bank commitments from the alternatives "'t., j 

discussed. -5) ;;,,_~ -z t ( ., "·">-?--~-/< ........ 
2. We conclude that a level of Bank commitments of US$3,500 ,._ 11.)~ ~ 
million by 1980 is a reasonable planning target, given present /.~- "\• 
expectations about trade, development policies in the LDC's, ~ . ~ ?o 
inflation in the developed countries, the flow of Official 6).2/ 

1
~i 

Development Assistance and, especially, IDA. This level of 'I,. ~ C 
lending, to be approached gradually, would imply some increase '-<..J~~r".7 
over 1970 in the share of the Bank Group, in both a gross and #-~{:,­
net lending, but would only restore the Group's share of 1965-68. ~ )~~ 

// "'1" 

3. We assume that ODA will only rise from .36% of DAC GNP in t ~.....,_ 
"'j ~ ~-' 1969 to .42% in 1980 - far short of the Pearson target - and ~~ ~ ~ 

that the multilateral component will rise to 20%. Even this -<.t;-
level may be too optimistic. The assumption about 
concessionary lending can only affect the "right" level of Bank '·•·,-4: l',.. 
lending to a limited degree, however. IDA shortfalls cannot, .A.,., 
for long and in large amounts, be made up by Bank lending, since i 

,( debt service constraints would preclude it. Instead, the growth ' 'i .,;: 1!:1f: objectives of the countries most dependent on concessionary ..;z,~ 
~--- assistance would fall if ODA flows were much lower. The effect ~ 

of lower ODA on other countries would be more complex; some of 
. h........ the more rapidly growing ones could take on more Bank lending 

I ....._,~ _)' and commercial credits instead. Thus, the Bank target can be 
,.;:r~~ viewed as a reasonable minimum, which is not yet tightly 

,. · " -1-
1 

· constrained by creditworthiness considerations. 
1 . l.ut-t,-,./li '--'-h 
,~ / .,/ 4. In addition to this summary of our results, I have asked the 

~~-· ~rrEconomic Program Department to prepare a separate technical note 
, --Y for internal discussion, addressed to the main policy issues and 

_...,-;; 

JL~},<l~ 
-t;J.1-__ ........... ?T.._.....;, 

1~~ 
1 , !lf1 ~.a: 

44" 1/1 

technical problems involved in calculations of this kind. The 
two papers will be scheduled for discussion in the Economic 
Committee by the end of June. 

cc: Messrs. Knapp, Aldewereld, Rickett, Adler 
FEE 

Attachment 
( ~~-,..__) 
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CORPOR ATION 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara 

Hollis B. Chenery \~ 

Representation of the Economic Adviser 
at Board Meetings 

DATE: May 19, 1971 

S-' I 0 

MAY 24 l (I 
Ji-f 

I request your permission to share the · function of theQ e:1J~~ 
Economic Adviser at meetings of the Board of Directors with ~ • 
the heads of the two Economics Departments, Messrs. Henderson .~ 
and Hayes. If you agree, I will attend all general discus-
sions but will alternate with them when projects are being / ~ 
discussed. On the latter agenda items, the presence of the ~?; 
Economic Adviser is largely symbolic since there is almost l ~ 
no question that cannot be answered better by the area econ- "'"?~ 
omist. In fact, I have never been called on in connection z 
with a particular project although I have occasionally volun-
teered a comment. ~ 

While there is some educational value in listening to ~ 
project discussions, after six months I think that this has ~ .,1.. 

reached diminishing returns. I find that a sixty-hour work 'z} 
week is not adequate to cover both the bureaucratic and the -...1,t, 
professional aspects of my job, and it is my ability to per- C:::r 
form as Economic Adviser that suffers. My usefulness in the 
latter capacity will be enhanced if I can shift 2 or 3 hours a 
week to professional matters. 

cc: Mr. J. Burke Knapp 
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.,., Q.F PROJECTS 

ECONOMIC PROGRAM DEPART~lliNT 

~ (1) Private Investment 

We should look tp the IFC for a review of their experience 

i
on what can be done to stimulate the international f l ow of pri va t e 
direct investment. The ]: PD (International Finance Division) will 
review and analyze the statistical inf ormation on the direction and 
voluine of investment flows and dividend remittances with a view 
to projecting future flows. 

(2) 

\ 

. 1£ ~ subject, 
(ll'l ~ : Division 

(4) 

Capital Markets 

Given Mr. Aldewereld's functional responsibility for this 
the initiative should be his. The International Finance 
of the EPD will provide staff support as required. S ,-. ~ , 

~ 
Country Programs 

The Program Review Division of the EPD is working with the 
Area Departments to establish medium-term (e.g. 5 years) frameworks. 
to work out the expected dimensions of: 

(a) national macro-economic ag.gregates, including 
financing; 

(b) investment programs by sectors and main projects; 

(c) detailed externaf financing programs, including 
IBRD/IDA. 

Develo ment Indicators 

Work is under way in the EPD (Comparative Analysis and Projections 
Division and Program Review Division) to revise the present Basic Data 
sheets and Attachment II of the CPPs. The aim. is to get a meaningful format 
usable for most economic reports, CPPs and President's Reports. The 
Economics Department (Population and Employment Division) has been asked 
to help provide standardized demographic data. 

~ 2), (25) and (28) Dev: }opment Decade II and Bank Lending 

The work presently under way between EPD and ,P & Bon the 
Bank's lending am analyzing both prospective require-
ments for ex t ernal capital in the LDCs and pros pective flows by main 
sources, is to be continued. The institutional posture towards the UN 
work on DD II is to be cooperative; once the present projections have 
matured and been reviewed, EPD will offer to discuss Bank results with 
the UN and UNCTAD at the technical level, hoping tp obtain closer agree­
ment with these agencies' projections. It is not intended to press for 
an agreed set of figures or to ask for a leading role in whatever inter­
national monitoring process the UN sets up although the Bank will offer 
to participate', 



- 2 -

(14) Financial Intermediaries for Small Savin&s 

These institutions exist in many countries. In the course 
research and mission support work of the Domestic Finance Division 
EPD, some light will undoubtedly be thrown on the operations and 

special problems of such institutions. 

~ (17) Debt Studies 

As long as the responsibility for the debt studies remains 
with P & B, the EPD's role will remain a supporting one; providing 
assistance in running co~ntry projections and acting as a sounding 
board for the policy papers. However, in the development of the wor:k 
of the Program Review Division, the Bank's approach to the credit­
worthiness of individual countries will be continuously reexamined. 

~ (27) Country Economic Reports 

A review of the Bank's economic reporting system has been 
initiated in the EPD. It aims to examine jointly the scope and content 
of economic reports, criteria for deciding on their frequency and intensity, 
the internal review processes and ways to link economic work more closeiy 
with the formulation of lending programs. 

(29) 

* 
I A Criteria 

The EPD is expected to produce a paper on this subject. 

ECONOMICS DEPARTMENT 

~ 15~ Industrial Policy 

A draft paper entitled "Industrialization: Progress, Prospects 
and Policies," based on four papers on related topics currently under 
preparation, and with a particular orientation towards the Bank's role 
in industrial development, will be ready in first draft by mid-June in 
preparation for submission to the Board in August. 

(19) Trade Trends 

Papers on Trade Trends wJll be prepared in the second half 
of 1971. The work will include i statistical analysis of trade trends 
by various categories including levels of ·development, regions and 
products; conditions of trade including an analysis of direct and 
indirect barriers to trade; and the policy implications. 
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DEVELOPMENT RESEARCH CENTER 

• (3) Advisory Panel on Research 

Following discussion of Mr. Chenery's memorandum on 
Research Policy, an outside. panel will be set up to advise the 
Bank on research and general policy in most of the areas 
mentioned • 

... 
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OFFICE MEMORANDUM 
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II: loa. . .,..,. . 

Mr. Robert S. McNamara 

Hollis B. Chenery \ff, C, 

DATE: 

Projections of Capital Flows and the Bank Group's Role 

1. I attach the draft of a paper prepared in the Economic Program 
Department, dealing with projections to 1980 of probable requirements and 
availabilities of development finance, and of the role the Bank would play 
in these flows under different assumptions about its levels of lending. 
The paper is item six on the list of background papers that are being pre­
pared for your 1971 Address to the Governors • .!/ 

2. The essentials of the work reported on are: 

1/ 

a. a set of "realistic" (say with a probability of 50%) 
resource gap projections for 24 major countries and more 
aggregative projections for 32 minor ones. The individual 
country projections were prepared in consultation with the 
Area Departments; they contain modifications of the CPP 
Attachments III whenever these seemed to be either internally 
inconsistent, inherently implausible or excessively normative, 
i.e. target setting. The "realistic" projections may still 
be somewhat optimistic; overall GDP growth for the group 
(covering Cs except those listed Table 7 of the paper) 
amounts t ercent, compared wit 4.8 percent in the 
preceding ecade. 

b. an aggregation of these resource gaps and an estimate of the 
net and gross flows of medium and long term loans needed to 
finance them, on the assumption that the weighted average of ~r/.;;/'~ 
terms (maturity and interest) in the next decade remains / 
approximately what it was in the past. The results are expressed ~~<...~.1. 
in absolute amounts (Tables 13-15) and in terms of debt service 
ratios (Table 1) and are shown to be highly sensitive both to 
the assumed rate of inflation in the developed countries and 
to possible shifts in the terms of trade. 

c. a projection of the probable supply of medium and long term 
loans, consisting of Official Development Assistance (ODA, 
DAC definition) private credits, aid from Soviet Bloc countries 
and multilateral institutions (exclusive of DAC contributions 
to them). (See Table 2.) The projected ODA is based on the 
stated intentions regarding the Pearson Commission targets 
(except for the U.S.) and was made by P&B (with the appropriate 
adjustments for country coverage); the result may also be on 
the optimistic side. 

P esident has seem 
See memo of P.D. Henderson to L. Christoffersen, April 5, 1971. 
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d. 

3. 

calculations of the levels of Bank commitments that would 
be necessary if, by 1980, either the Bank, or the Bank/In.Al/ 
were to maintain its 1970 share in either net lending (i.e. 
disbursements minus amortizations) or in net resource transfers 
(i.e. net lending minus interest payments). The results are 
stated in absolute terms (Tables 4 and 5) and in terms of 
required growth rates of commitments after FY 74 (Table 3). 

I want to call to your attention some of the principal conclusions 
that are emerging: 

a. with fa~· , asonable assumptions about the LDCs export 
growth 6.3 ercent per year - and with moderate inflation 
in the oped countries, the B~nk would have to raise its 
commitment levels by 16.5 percentr fr the share of Bank/IDA 
in total net lending in 1980 is to remai~ t its 1970 value 
of 10.7 percent · By 1978 this would mean,;_ commitments of 
almost US$3.7 .million. For illustrative purposes, i.e. to 
show the method by which the results were arrived at, I attach 
one detailed example, but one based on assumptions which I 
consider too optimistic. It indicates that even with an LDC 
annual export growth of 6.8 percent, the Bank's commitments 
would have to rise by over 4 percent annually after FY 74 to 
preserve the Bank's 1970 share in net lending. Needless to 
say, with greater IDA availabilities, the required growth of 
Bank commitments would be less, but as it stands now, one of 
the inescapable implications of these figures is that any 
target that would increase the Bank Group's share in net 
lending would require Bank commitments of quite unrealistic 
amounts. 

b. toward the end of the period capital requirements as well as 
debt service begin to grow at an increasing rate; even during 
the decade the aggregate debt service ratio rises sharply. 
There is no doubt that the picture looks rather less comfortable 
than the one I inferred from early drafts of the debt study. 
I have discussed this with John Adler and my preliminary con-
clusion is that the differences emerge principally from the /) ~ 
following causes: (i) the implicit assumption of a substantial '::~Jr.. 
softening of terms underlying many of the country projections -~t.,_ 
used f n the debt study, as against the explicit assumption of '1..-;J ~·~ 
roug~ t onstant terms in this paper; (ii) different country coverage; /. t, ~ 
(iii) a technical error in the way debt service is calculated in 
the debt study. This was discussed with John Adler, and I assume 
that for the final version of the debt study the necessary 
corrections will be introduced. 

1/ Only one assumption was made regarding IDA availabilities (see page 
of the paper). 

cc: Sir Denis Rickett 
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OFFICE MEMORANDUM 

Mr. Robert S. McNamara 

Recruitment and Assignment of 
Economists in the Bank Group 

DATE: M:l.rch 15, 1971 

It 

1. The recent reorganization of the Central Economic Staff 
has served to focus attention on the shortage of economists in 
the Bank, particularly of experienced economists capable of 
innovative thinking and .independent analysis. In .response to 
your request, we have sought to quantify the overall need for 
economists of all types in the Bank through June JO, 1972 with 
the following results: 

: ,.: 

Economists currently on staff: 

Current vacancies, including 
known departures •••••• 

Forecast new positions 
FY 1972 •••• • • • 

Forecast turnover 

Total Staffing Requirements 
(gross) ••••••••••• 

Less: 

Economists .recruited 
not yet on duty •••• 

Forecast YPP graduates. 

. . '. 

. . . 
Total in pipeline •••• . • 

Total Forecast Recruitment 
need.s. . . . . . . . . . . 

325 

60 

52 

30 

25 

40 

65 

77 

Against the net recruitment needs of 77 over the next year 
we currently have in sight 25 leading candidates. 
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2. The current vacancy rate of 20% in the economist positions 
is abnormally high and reflects a conscious slow-down in staffing 
the Economics Department and Study Groups in 1970 pending the 
reorganization of the Central Economic Staff. During the period 
1969-1970, there was a net movement of 11 economists from the 
Central Economic Staff to other parts of the Bank, which is now 
being only partly offset by the establishment of the Economic 
Program Department. In absolute terms the numbers to be recruited 
are not too large, especially when set against our total profes­
sional recruitment program. The proportion of eqonomists in the 
overall recruitment target must, of course, be higher than in 
recent years. The Personnel Division, in concert ·with the 
departments concerned, is expanding its efforts to meet the Bank's 
need for suitable economists. Given the normal lead time of 6 to 
9 months for outside recruitment of economists, we should be able 
to eliminate the abnormallevel of vacancies by the end of 1971 if 
sufficient efforts are made. 

3. ·The present shortage of senior economists is more serious. 
The needsfor new staff include some 33 posts at B level and above 
(Areas 13, Projects Group 5 and Central Economic Staff 15), of 
which about one third are expected to be filled by promotion from 
within. Our recruitment needs are thus for about 21 senior level 
economists and 56 at lower levels. The principal economists of 
the Bank need to take an active part in identifying and recruiting 
this group, particularly the more senior members. 

4. The existing shortage of broad gauged economists in the Bank 
underlines the need for a better placement and reassignment policy. 
Along with our major recruitment drive we propose to establish a 
much more systematic program of career development for economists 
within the context of a Bank Group wide career development program. 
Specifically, we envisage a program whereby promising economists 
are regularly rotated among Area Departments, the Central Economic 
staff and other departments. 

5, Many economists who have been with the Bank for more than ten 
years have suffered considerable obsolescence in their technical 
equipment, since the Bank has done little or nothing to update their 
ski+ls. This produces a resistance to the adoption of modern con­
cepts and analytical techniques. Within our career development pro­
gram we will therefore propcse a system of regular sabbaticals at 
universities or other forms of mid-career training for promising 
economists when it is in the interest of the Bank. 
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6. In summary, the Bank must now take measures to make up 
for the deficiencies in recruiting and assignment of the past 
few years. Current recruiting suggests that the decline of 
the Central Economic Staff has been arrested and the prospect 
of attractive career opportunities in all units reestablished. 
Greater attention must be given to the external recruitr:ie nt by 
all the major units, since the Young Professionals Progra~ will 
supply only a fraction of our needs for the next two years. 
The existing shortage should not provide an excuse to resist . 
the movement of economists among departments however, provi­
ding adequate account is taken of the relative needs of all . 
units. 

cc: Messrs. J. Burke Knapp 
Simon Aldewereld 
Aron Broches 
Richard H. Demuth 
Mohamed Shoaib / 

and Sir Denis Rickett 

.I It 
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TO: Messr s . Henderson, Stevenson, Lerdau , 
King, Goreux 

FROM: Holl i s B. Chenery 

DATE: March 2, 1 971 

SUBJECT: Kee ting on Work Program of t he Economic Staff (4:30 today ). 

I have had two extensive disc ussions with Mr . McNamar a 
~~ the past several days of (a) the priori ty policy que sti ons 
fo~ a nalys is by the Economic Sta f f i n t h e c u rrent year , and 
(b) t he themes for McNamara's 1971 Address to the Governors 
a~d the background papers need ed in the next few months as a 
ba sis f or i ts preparation. On t he latter question , I stressed 
the importance of basing it on i nternal analysis and discus ­
s io~s. Since my suggestions were accepted by McNamara and 
W~ l iam Cl ark almost in toto, whatever burdens they impose on 
us a re premeditated . 

I would like to meet with you this afternoon as soon a s 
I a~ released from the Board Meeting (hop e fu lly 4 :30) i~ o rder 
to d isc s s the choice of t opic s i ndicate d in my preliminar y 
O' ~l i ne of the President's Addre ss and the fiv e background papers 
n ede d . Neither is frozen, and comments are welcome. 

I~ planning for staff a dd itions and assignments I want to 
make s ure that we allow suffici e nt time f or these and o ther 
po:icy studies and achieve a des irable balance of research, 
po:icy, and servicefunctions. We can raise some of these problems 
tod a y and try to resolve them by the end of the week, before t he 
budget submission is completed. 
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REORGANIZATION OF THE ECONOMIC STAFF 

Effective January 1, the central economic staff reporting to the 
Economic Adviser to the President has been reorganized into three units: 
the Economic Program Department, the Economics Department, and the Develop­
ment Research Centero The new Economic Program Department will support and 
review the Area Departments' country economic analyses and programs and 
will advise on the policy issues that emerge from them. It will comprise 
five divisions. Two of these are transferred from the former Economics 
Department, and are entitled Domestic Finance and Socio-Economic Data. A 
third, the International Finance Division, replaces the former study group 
on development finance studies. Two new divisions, the Program Review 
Division ·and the Comparative Analysis and Projections Division, are also 
established within the new Department. 

I am pleased to announce the promotion of Mr. Enrique Lerdau, 
formerly Chief Economist to the Central America and Caribbean Department, 
to the position of Deputy Director and the appointment of Mr. Benjamin King, 
formerly Economic Adviser to the Special Projects Department, as Senior 
Adviser to the Economic Program Department effective January 1, 1971. An 
announcement of the Director for this department will be made at a later 
date. 

The remain1ng divisions of the Economics Department will broadly 
continue to exercise their previous functions though with changes in emphasis 
where appropriate. As already announced, Mr. David Henderson will serve as 
Director and Mr. Alexander stevenson as Deputy Director of the Departmento 

The Development Research Center, formerly the Basic Research Center, 
will undertake economic research closely linked to Bank Group activities 
and coordinated with the work of other research units in the field of 
development outside the Bank. Mr. Louis Goreux will continue to serve as 
Director of the Center. 

Robert S. McNamara 
President 
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