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Nor FOR PUBLICATICN BEFORE 
FRIDAY, NOVEMBER 28, 1980 
19:00 HOURS 

REMARKS OF ROBERr S. McNAMARA, PRESIDENT OF THE WORLD BANK, 
TO THE FOREIGN REIATIONS ASSOCIATICN AND THE ECONCMIC SOCIErY 

OF THE CANrON OF BERNE, SWITZERLAND, NOVEMBER 28, 1980 

Mr. Chairman, Ladies and Gentlemen: 

Let me say how delighted I am to be back here in SWitzerland , and to 

have the chance to chat with you about what we have been doing in the World Bank. 

This beautiful land -- with its irresistible skiing, and its magnificent 

m:mntains -- began to work its spell on me nearly a half century ago. 

Fellow mountain-enthusiasts among you will understand -- and sympathize 

when I tell you that on my desk in Washington I have two paperweights to remind 

Ire of the joys I have experienced in your country. One is a pi ton. And the 

other is a carabiner. 

Mountains have a way of telling us very quickly who and what we are. 

They humble us. They challenge us. They elevate our spirits. And they broaden 

our vision. 

All of us are going to need a kind of clear, bold mountain vision in the 

years that lie iahead, for whatever else can be said about the final two decades 
I 
I 

of the twentieth century, it is certain that they are going to be very different 
I 

and very derhanding. 
\ 

I 

! 
In its own way, that was also the kind of situation that confronted the 

world in the closing months of W:>rld War II, when the post-war era was about to 

begin. At Bretton Wcx:x1s in New Harrpshire a group of men with vision -- fran 

44 nations -- drew up the charter of an institution designed to deal with the 

gigantic tasks of reconstruction and development that were inevitably to follow. 

Today the IBRn -- the International Bank for Reconstruction and 

Develor:ment -- remains the original component of the w:>rld Bank, though its 
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44 member countries have now grCMIl to 139. Its headquarters are in Washington, 

; but it is awned and operated by its membership, and is staffed by international 

civil servants comprising over a hundred nationalities including, I am very 

pleased to say, same outstanding Swiss nationals. 

The Bank's Articles of Agreerrent provide that it can lend only for 

high-priority development purposes; that procurement must be open to inter-

national canpeti ti ve bidding; and that the Bank's decision to lend must be based 

exclusively on econanic rather than political considerations. 

The World Bank Group today, as you know, ccrrprises three affiliated 

"insti tutions: the original IBRD; the International Finance Corporation, ,or IFC; 

and the International Developnent Association, or IDA. 

The IBRDlends at slightly less than market rates, and generally at 

20 to 25-year maturities. Its loans are guaranteed by the borraving governments 

themselves, they are financed by: the paid-in portion of the capital subscriptions 

of the Bank's membership; retained earnings which arrount to over $3.5 billion; 

and the sale of World Bank bonds in the principal capital markets of the world 

-- including, of course, here in Switzer land. In more than 30 years of lending, 

the IBRD has never had a default, or lost a penny. 
i 

The lriternational Finance Corporation, established in 1956, acts as a 
I . 

financial cata~yst in helping to fund private enterprise ventures in our deve-
I 

loping member Countries -- ventures without government guarantees, but with a 

high development component. 

The Interr1ational Development Association, which is tod.ay the world's 

largest and most important source of funds to the poorest developing countries, 

was established in 1960. It was created in order to assist the Bank's poorest 

member countries that simply could not afford to borrav on the IBRD' s terms. 
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They desperately needed external financial assistance for their development 

programs, but at concessional terms. 

Thus, IDA lends for 50 years, including a 10-year period of grace, 

wi th an annual service charge of three-quarters of one percent to cover admi-

nistrative costs. 

Now, the point I want to stress about IDA is that the projects and 

purposes for which it . lends are precisely of the same high quality and priority 

as those of the IBRD. 

The same professional staff in the World Bank negotiates and administers 

.. these credits; the same high rates of economic return are insisted upon; the 

same standards of supervision and international competitive bidding for procure-

rrent are rigorously applioo; and the same full government guarantees of 

repayment are required. 

I want to underline those points because IDA credits are sometimes 

referred to in the press as "soft loans". But that term can be very misleading. 

It is true that IDA's terms are highly concessional, but there .is nothing soft 

about the operations these credits help finance. We apply the same rigorous 

standards in appraising IDA proj ects as we do for mRD proj ects . 
I 

Now, Jow is IDA financed ? 

There lare four prinCipal sources of IDA funds: 

• The I initial paid-in capital subscriptions of its membership; 
I 

· The periodic replenishments of funds by its more prosperous 
member countries; 

· Certain special contributions made by same member nations 
-- at times in the past, Switzerland has been very helpful; 

· And transfers of a portion of the profits of the Bank 
-- I mentioned that over $3.5 billion of Bank earnings have been 
retained in the IBRD: an additional $1.5 billion have reen 
transferred to IDA. 
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Negotiations for the most recent -- the sixth -- replenishment of IDA 

have been concluded, and a level of $12 billion has been agreed upon for conmit-

ment during the three-year period, July 1, 1980 to June 30, 1983 . 

. The traditional donors, the OECD nations, as well as a number of the 

capital-surplus OPEC countries, were joined by nine middle-in~ developing 

countries -- Argentina, Brazil, Greece, Korea, Mexioo, Portugal, Ranania, 

. Venezuela and Yugoslavia -- bringing the total number of contributors to the 

sixth replenishment to 33. Unfortunately, Switzerland, one of the wealthiest 

nations of the world, is not arrong them. 

Now, since I have mentioned these two categories of the approximately 

100 developing countries that the World Bank Group serves -- that is, the poorest, 

or low-incare countries, and the so-called middle-inoorre countries -- let me say 

a word or tvJo about what their si tuation has been over the past decade, and what 

their prospects are for the decade of the 1980s. 

Taken altogether these roughly 100 countries contain same 2-1/4 billion 

people. The recent addition of the People's Republic of China to the countries 

served by the Bank now adds nearly another billion. 

The per capita incares of the low-incare countries, containing sare 

1-1/4 billion ~le (excluding China) average $220. They grew at only 1. 7% 

a year over thJ past decade; and in Africa, at only .2%. 
I 

This, of course, is virtual stagnation. It means that for hundreds of 

millions of individuals -- already trapped at the bare margin of survival --

"growth" in incane was only tvJo or three dollars a year. These countries, with 

nearly 60% of the population in the developing world, have been able to produce 

in the 1970s only 16% of its gross dcrrestic prcx1uct, and less than 10% of its 

exports. 
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But the outlook for the next five years is even more depressing. Their 

already desperately low per capita incClTe is likely to grow by no more than 1% 

a year. And, within the groUp, there will almost certainly be negative grcwth 

-- an actual reduction in income -- for the 140 million people in the low-incorre 

countries of sub-Saharan Africa. 

The middle-incorre developing countries ,. on the other hand -- even those 

which do not export oil ' -- have done considerably better during the decade of the 

1970s: per capita growth of 6.6% for the oil-exporters, and 3.6% for the non-oil 

exporters. They have been able to take advantage of their more favorable endONment 

in resources, of better market opportunities, and of higher capital inflows. 

But the oil-importing countries among them -- with a population of same 

700 million -- have been seriously affected by the recent 80% increase in the 

real prices of petroleum products. These countries are now projected in the 

1980-85 period to achieve per capita growth rates of only about 2%. 

In surrmary, global economic conditions over the past 18 rronths have 

becare substantially more difficult, and the prospects for growth in both the 

lCM-income and middle-incane oil-importing developing countries during the decade 

of the 1980s now appear far less premising. 

The sh~ neN rise in oil prices has rrore than doubled these countries' 
i 

cost of imported energy, and the continuing recession in the industrialized 
I 

nations will s J rioUS1Y limit demand for their exports. 
I 

In 1973 the oil-import bill of these developing countries (in current 

dollars) was $7 billion. In 1980 it is l~ely to be $67 billion. The price 

of oil is not going to come down -~ on the contrary, it is likely to continue to 

rise in real terms by perhaps 3% a year. The proj ection for 1985, therefore, is 

$124 billion, and by 1990 -- even assuming these countries more than double their 

CMn ddnestic energy production, and make a considerable effort at conservation --

the bill is projected to be nearly $230 billion. 
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Meanwhile, the continuing sluggishness in the growth rate of the indus-

trialized nations will pose additional problems for these developing countries. 

The rate of expartsion of their principal export markets will decline, and an 

already unfavorable situation could be seriously canpounded by a resort to 

greater protectionism in the developed world. 

Reflecting the effect of these two factors, the current account deficits 

of the oil-importing countries have increased sharply, and now arrount on average 

to 4% of their gross national prcx1uct -- and for many countries substantially 

more. 

Though they can continue to finance these deficits in the short tenn by 

additional external borrowing, were such financing to continue over the longer 

term, the mounting debt service would bec:x::>me unsupportable. The' deficits Im.lst 

be reduced. 

This can only be done by expanding their exports, or by reducing their 

non-oil imports, or by san~ combination of the two. 

If these difficult changes are undertaken soon, and can be carpleted over 

the next five to eight years, growth rates in ' the oil-importing developing 

countries should recover to more satisfactory levels during the second half of 

I 
the decade. I 

This, however, will require financial assistance in the interim, beyond 

what is now in I prospect, if severe reductions in the level of their developnent 

activity are to be avoided. If this financial assistance is not available, or 

if the developing countries delay initiating the necessary structural changes, 

their development progress will be seriously compromised throughout the decade. 

, The current adjustment process is likely to be much more difficult than 

the earlier one in the 1974-1978 pericx1. One of the most important actions 
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the oil-importing developing countries can take to moderate its damaging effects 

is to adopt efficient import substitution policies in energy. 

At present and prospective oil prices, many of these countries can turn 

what were previously regarded as marginal energy reserves of oil, gas, coal,. 

hydroelectric, and forest resources into profitable investments~ This will 

require their mobilizing additional domestic and external finance, but would 

permit them by the end of the decade to reduce their annual oil-import bill 

by more than $50 billion. 

The current global economic situation has imposed particularly severe 

penalties on the poorest developing countries. They desperately need additional 

Official Development Assistance to get through the adjustment period. But 

total ODA flows declined in real terms from 1977 through 1979, and that portion 

of the flows allocated to the poorest .countries was shockingly small in both 

relative and absolute amounts. 

Both the OECD nations, and the capital-surplus members of OPEC, should 

now consider what measures they can take to increase concessional assistance to 

the poorest nations who continue to be damaged by a global economic situation 

they neither caused, nor can do much to influence. 

The mid~le-income developing countries will continue to depend primarily 

on external cabita1 flows from the private markets throughout the decade, 

though it isqubstionable whether the volume will be sufficient from these sources 
I 

! 
to meet the additional requirements imposed by the new adjustment difficulties. 

Commercial banks, of course, constituted by far the most dynamic element 

of capital flows to middle-income developing countries in the 1970s. 

The chief anxiety today is that the commercial banks may not be able 

to playa similar role in the 1980s. 
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This does not Dean that the private market flows to developing countries 

will not expand in the years ahead. They will. But the key question is this: 

will they expand enough to perI~ it the adjustment process in these countries to 

take place at relatively high -- rather than at unacceptably low -- growth rates? 

In all probability they will in 1980, and perhaps even in 1981. But beyond 1981 

they well may not. Already leading cOIDLI(rcial bankers in both Western Europe 

and North America have expressed their doubts. 

In this situation, the Bretton Woods institutions that is, the ~orld 

Ea~k , and the International Monetary Fund -- can, and in my view, should take 

various "Steps to supplement and facilitate the role of the private markets. 

Financial intermediation was, after all, one of the main reasons for 

. setting up these institutions: to stand ready to step in as last-resort 

intermediaries to help recycle funds from those countries that are in surplus 

to those countries that need them most, whether for short-term balance-6f-

payments support, or longer-term development needs. 

If, then, the task of recycling to the developing countries a portion of 

the more than $80 billion a year of additional surpluses now being earned by the 

capital surplus oil-exporting countries is to be tackled in the 1980s efficiently 

and equitably, l there is no doubt that the financial intermediation of the World 

Bank, and othel international institutions, should increase substantially above 
I 

i 
previously plar ned levels. 

I 
But as important as these financial considerations are, there is 

another underlying issue, which is in danger today of being obscured by the 
,. 

anxiety over the global adjustmet problem. And that is the most fundamental 

development issue of all: the drive against absolute poverty. 

Over the past decade I have dr2,\·m attention repeatedly, sometimes at 

the risk of tedium, to the principal goals of development: the acceleration 
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of econanic growth, . and the eradication of what I have terned absolute fX)verty. 

Econanic growth, of course, is obvious enough. But once one has been in 

, contact with developing societies, so is absolute poverty: it is a condition' of. 

life so liroi ted by malnutrition, illiteracy, disease, high infant mortality, and 

low life expectancy as to be beneath any rational defini tian of htrrnan decency. 

The two goals are intrimicallyrelated, though governments are often 

tenpted to pursue one without adequate attention to the other. But fran a deve-

loprnent point of view that approach always fails in the end. For the pursuit of 

growth without a reasonable concern for equity is ultimately socially destabil-

izing, and often violently so. And the pursuit of equity without a reasonable 

concern for growth merely tends to redistribute econanic stagnation. 

Nei ther pursuit, taken by itself, can lead to sustained, successful 

developnent. 

At the World Bank's Annual Meeting in 1972, I pointed out that all too 

little of the benefits of econanic growth was reaching the bottan 40% of the 

population in the developing world. For 800 million individuals, their countries 

were Iroving ahead in gross economic terms, but their own individual lives were 

standing still in human terms, locked in absolute poverty. 

As our iresearch and analysis of this problem inproved in the Bank, we 

outlined a nUIUlkr of specific actions designed to deal directly with it. It was 

clear that any successful effort to canbat poverty would have to do two basic 

things: 

. Assist the poor to increase their producti vi ty; and 

. Assure their access to essential public services. 

At the Bank's Annual Meeting in Nairobi in 1973, I proposed a major 

program for the rural areas, where the vast majority of the absolute poor are 
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concentrated. The strategy focuses on a target group of roughly 100 million 

subsistence farmers and their families, most of whom farm two hectares or less. 

, It is directed towards raising their agricultural productivity, and thus their 

incomes, as well as providing more equitable access to the services they need. 

Two years later, in 1975, we outlined a comparable program for the urban 

areas. Though the circumstances of the some 200 million absolute poor in the 

cities differ from the s e in the countryside, the strategy is fundamentally the 

Same: remove the barriers to their greater earning opportunities, broaden their 

a ccess to basic public services, and help them more fully achieve their productive 

potential. 

In each of the fo l lowing years -- as our research and experience in the 

Bank improved -- we have pursued these issues further. 

But now, as I have pointed out ·this evening, most of the developing 

countries are facing a new, an unanticipated, and what is certain to be -- for 

at least the next several years -- a very difficult situation. 

Their rates of growth are going to be low. Their capital requirements 

are going to be high. And there are going to be severe pressures on their 

governments to adopt austere budget allocations for every activity that is not 

I 
considered of ~ediate priority. 

In thes l circumstances the temptation will be strong to push aside and 
I 

• I postpone ant1-poverty programs. The argument will be that poverty is a long-

term problem, and that the current account deficits are a short-term emergency: 

that poverty can wait, but that deficits can't. 

It is a very specious argument. 

,}lounting deficits cannot be indefinitely sustained, and, as we have seen, 

the necessary solution lies in structural adjustment. Efforts to get that basic ' 
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adjustment in place must not, indeed, be delayed. 

But absolute poverty in a society cannot be indefinitely sustained either. 

To ignore it, to temporize with it, to downgrade its urgency under the convenie~ t 

excuse that its solution is "long-term" -- and that there are other immediate 

problems that preempt its priority -- is dangerous self-deception. 

To reduce and elim';inate· absolute poverty lies at the very core of 

developm~nt itself. I~ is critical to the survival of any decent society. 

Devel opment is not simply economic progress measured in terms of gross 

national product. It is something much more basic. It is essentially human 

4evelopment: the individual's realization of his or her own inherent potential. 

Absolute poverty, on the other hand, is a set of penalizing circumstances 

that is the direct denial of the individual's pursuit of that potential. 

\\~at we must remember is that absolute poverty is not a simple function 

of inadequate personal income. Though the poor have too little income, and 

desperately need more, their plight is not exclusively related to that. 

Their deprivations go beyond income. And in many cases, even if their 

income were higher -- which it must become -- they could not by that fact alone 

free 

that 

themselves I from their difficulties. 

The reason is that absolute poverty is a complicated web of circumstances' 

I reinforce and strengthen one another. 

And lestl we become insensitive to the magnitude of those circumstances 
I 

in the developing countries, it is worth reminding ourselves of their scope: 

600 million of their adults -- 100 million more than i n 1950 -­
can neither read nor write, ' and only 4 out of every 10 of their 
children complete more than 3 years of primary school. 

'. Of every 10 children born into poverty, 2 die \\d thin a year; another 
dies before the age of 5; only 5 survive to the age of 40. 
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Malnutrition afflicts hundreds of millions of individuals, 
reducing their energy and rrotivation, undermining their perfonnance 
in school and at vx:>rk, reducing their resistance to illness, and 
often penalizing their physical and mental development . 

. In the low-income developing countries, average life expectancy 
for their 1.3 billion people is 50 years. It is nearly 75 years 

50% rrore -- here in Switzerland. 

. In short, compared to those fortunate enough to live in the developed 
nations , individuals in the poorest countries have an infant mortality 
rate eight times higher; a life expectancy one-third lower; an 
adult literacy rate 60% less; a nutritional level, for one out of 
every two in the population, belCM minimum acceptable standards; 
and for millions of infants, less protein than is sufficient to 
penni t optimum development of the brain. 

Now, these irrpersonal rounded numbers are not sirrply statistics on 

.,some econanist' s computer. They represent individual human beings. Most tragic 

of all, so many of them are children. 

All of this illustrates the tragic waste of poverty. If millions of a 

country's citizens are uneducated, malnourished, and ill, how can they possibly 

make a reasonable contribution to their nation's economic growth and social 

advance? The poverty they are inmersed in, through no fault of their own, 

sirrply denies them that. 

The point is that it is the poverty itself which is the liability. Not 

the individuals who happen to be poor. They represent intrense human potential. 
I 

It used to be said that lack of capital was the chief obstacle to 

econanic g~. But we nON mON that capital farnation eJq>lains less than 
I 

I 
one-third of the variation in growth rates arrong developing countries. Hunan 

i 

resource development explains a great deal more. 

Investment in the human potential of the poor, then, is Qot only rrorally 

right; it is very sound econanics. 

Certainly what is very unsound econanics is to permit a culture of 

poverty to so develop within a nation that it begins to infect and ercx:1e the 

entire social and political fabric. . 
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No government wants to perpetuate poverty. But not all governments, 

at a time of depressed economic growth, are persuaded that there is much that 

they can really do against ~o vast a problem. 

Bu t there is. 

Moving against the roots of poverty by assisting the poor to become more 

productive, and hence more an integral part of the whole development process; and 

by redirecting economic growth and public servic'es more toward meeting fundamental 

human needs; these are practical and attainable objectives. 

To the extent that the poor possess some tangible assets, however 

meager--a small farm, a cottage industry, or a small-scale commercial operation 

~ in the urban sector--it is possible to help them to become more productive 

through better access to credit, extension assistance, and production inputs. 

Experience, for example, in the rural areas of such diverse societies as 

India, northeast Brazil, Kenya, Mali, Upper Volta, and Bangladesh demonstrates 

that the productivity of small farms can be significantly enhanced through well-

designed programs. 

The investments the Bank and IDA have helped to finance in both the 

agricultural and rural development sectors over the past six years are expected 

to raise subs ~antially the incomes of some 103 million of the poorest individuals 

in the develoJ ing world. 

But Lot only are the poor without adequate incomes, they are without 

. bl I . 1 bl·· 1 b . equ1ta e acce,ss to essent1a pu 1C serV1ces: to c ean water, to aS1C 
! 

education, to preventive medical care, to , electricity, to public transportation--

to those services fundamental to their health and productivity. • 

Since most of these services cannot be privately purchased by the poor, 

they must be expanded through government programs as a key element in a 

practical strategy to reduce poverty. 
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Wealthy urban and rural families, often constituting a very small but 

politically influential and elite group, have frequently managed to preempt 

a disproportionate share of scarce public services. 

It is a very old story in human affairs, and is far from being 

characteristic of developing countries only. But wealth and privilege have 

made their influence felt in these matters, and almost always at the expense 

of the poor. I 
Not only are essential public services often out of £inancial and 

I 
geographical reach of the poor, but such facilities as are in place may be so 

I 
inappropriately designed as to be virtually irrelevant to thei~ needs: 

impressive four-lane highways, but too few market roads; elaborate curative-

care urban hospitals, but too few preventive-care rural clinics; prestigious 

inst~tutions of higher learning, but too few village literacy programs. 

Public services that are not designed modestly and at low cost per unit 

will almost certainly end by serving the privileged few rather than the deprived 

many. 

To reverse this trend, governments must be prepared to make tough and 

politically sensitive decisions, and to reallocate scarce resources into less .' 

elaborate--but more broadly based--delivery systems that can get the services 

to the poor, and the poor to the services. 

What is certain is that absolute poverty can never be eliminated simply 

by traditional welfare. And the reason is obvious. No feasible redistribution 

of already inadequate national income in a developing society is, py itself, 

going to be enough to wipe out poverty. There must be growth in that income, and 

the poor must be enabled both to contribute more productively to that growth, 

and to participate more equitably in its benefits~ 
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The tragedy of the absolute poor in rrost developing societies is that they 

remain largely outside the development process. 

They must be brought rrore fully into it. 

The primary responsibility lies with the governments in developing societies. 

Certainly no external development assistance -- no matter haw great -- can 

substitute for the internal political resolve necessary to take these steps. 

But once that firm resolve is evident, then the international community 

must support these politically difficult decisions with corrparable courage and . 

. generosity. 

A 

Here in SWitzerland I do not need to argue for a development approach that 

focuses on the problems of pJVerty. Indeed, the SWiss Development Law of 1976 

clearly gives priority to "poorer countries, regions, and people". That phrase 

describes exactly what the International Development Association is doing too. 

~ The truth is that all of us are trying to accomplish the same goals. 

We are all trying to find more effective ways to help reduce, and ultimately to 

eliminate the scourge of absolute pJVerty. 

That kind of poverty is an open insul t to the hunan dignity of us all: 

to the poor thansel ves, because simply as human beings they have deserved 

better; and to lall the rest of us, for we have collectively had it in our pcwer 
I 

to do rrore to h~lp fight poverty, and we have failed to do so. 
! 

Now that !both the developing countries and the developed nations are 

under the sting 'of hard times, are we going to do still less ? 

Surely we ought not to think that sustaining the attack on poverty is 

sane kind of an economic luxury -- sorrething affordable when times are easy, 

and superfluous when times becorre troublesome. 
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It is really just the opposi se. It is a continuing social and moral 

responsibility, and an economic imperative. And its need now is greater than 

ever. It is true that sluggish economic growth in both the developing and 

developed nations in the early years of the 1980s may mean that the privileged 

and affluent in most societies will have to accept slower rates of advance or 

even some selective reduction in their already favored standard of living. If 

they have to, they can absorb such inconveniences. 

But for the 800 million absolute poor such a downward adjustment 
I 

is a 

very different matter. For them downward does not mean inconvel~ience, but 

appalling deprivation. They have little margin for austerity. They lie at the 

very edge of survival already. 
I 

The twin goals of development--accelerating economic growth, and 

reducing absolute poverty--must clearly continue to be our goals in the 1980s. 

But the environment in which these goals will have to be pursued will be so 

different, and so difficult, that all of us must be ready to make even greater 

efforts. 

Population growth, although decelerating, will place increasingly 
heavy burdens on the resources of most developing countries; 

Labor forces growing at explosive rates, reflecting past levels 
of population growth, will place a premium on job creation; 

Migration from the countryside will burden metropolitan areas 
grown larger than most in the developed world; 

Widespread malnutrition if it is to be overcome, will require 
substantial increases -in food production per hectare because 
opportunities for putting additional land under cultivation in 
the ' developing countries will be reduced; and 

External payments imbalances will require acceleration of indus­
trialization and expansion of exports in the face of ~ lower 
growth in world trade and rising tides of protectionism. 

And it is shocking to reflect that in spite of the very real progress 

of the past quarter century, and the advances that are likely in the next two 
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decades, it is probable that at the end of this century 600 million human beings 

in the developing countries will remain trapped in absolute poverty. 

None of us, of course--within the Bank, or outside the Bank, 'or 

anywhere--can pretend that our understanding of the immense complexities of 

the poverty problem is complete. We are all still learning. 

But I think all of us can take a measure of satisfaction that so many 

governments and institutions throughout 

including the World Bank, are beginning 

ful way than they did a decade ago, and 

the international development community, 

to consider the proble1 in a more thought­

are asking themselves how they can re-

shape their own efforts to deal with it more effectively. I 
Let .me now conclude my remarks with one last point. 

We are all aware that it has become almost axiomatic today to say that 

our world is rapidly becoming more interdependent. 

And it clearly is. 

But the danger is that the word "interdependence" is becoming something 

of a cliche; And the trouble with cliches is not that they are not true, but 

rather that they are so true, and so often repeated, and so taken for granted 

that in the end we no longer really think very seriously about them. 

Interdependence has entered our contemporary public rhetoric. But it 

has yet to enter in a truly effective way our contemporary public consciousness. 

The fact is that cooperation with the developing world has become a 

vital economic necessity for ·all of the OEeD nations, including Switzerland. 
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· The developing world now supplies 98% of Switzerland's imports of 
crude oil, and 25% of its imports of other primary commodities. 

· In 1979 the developing countries absorbed 25.6% of Switzerland's 
exports -- rrore than 2-1/2 times as much as did the United States (7%) 
and Japan (3%) put together. 

· In 1979 the developing countries bought 5-1/2 tirres rrore manufactured 
goods fran Switzerland than it bought from them. 

These are the facts that turn the concept of interdependence fran rhetoric 

into reality. Economic growth throughout the entire developed war ld, and parti-

cularly here in Switzerland, is now directly linked with the social and econanic 

progress of the developing countries. 

There is simply no question about that. 

But for various historical reasons, Switzerland's assistance to the developing 

countries, particularly to the poorest arrong them, has been ION. Swiss Official 

Development Assistance as a percent of gross national product is among the lowest 

in th~ OECD. 

I understand that your Parliament is now in the process of reviewing this 

matter, and that an expanded Official Development Assistance program was recently 

approved by the first Chamber. 

As for support of the World Bank itself, we look to Switzerland to continue 

to play an increasing role in the expansion of our operations. 
t 

I 
There are 1 variety of ways in which we have cooperated in the past -- through 

raising IBRD furtds in your capital narket, through the co-financing of IDA projects, 
I 

through special ;Swiss loans to IDA, and through the provision of Swiss technical 

assistance. 

Ladies and Gentlerren, the truth is that your lovely country ..!- so stable, 

so skillful, so successful stands in many ways as a veritable paradigm for the 

aspirations of the developing societies. 

You believe -- as we do in the World Bank -- that there is no contradiction 

between being a hard-headed investment nanager, and at the same time a socially-

responsible individual, sensitive to bas ic human welfare. 
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You believe -- as V.'e do in the Vor ld Bank that the breatest 

contributions that managers can make to development is to help the developing 

countries use their resources effectively. 

You believe -- as we do in the World Bank -- that competence is not 

the enemy of compassion, but its ally. 

I hope you will agree that the developing countries, and the World Bank, 

need more support from Switzerland than they have been receiving. 



Draft 11/16/80 

[Do not distribute inside or outs i de the Bank 
of RMcN] 

REMARKS OF ROBERT S. McNAMARA, PRESIDENT OF THE WORLD BANK, 
TO THE FOREIGN RELATIONS ASSOCIATION, AND THE ECONOMIC SOCIETY 
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Mr. Chairman, Ladies and Gentlemen: 

Let me 'say how deligh~ed I am to be back here in Switzerland, 

have the chance to chat with you about what we have been doing in the 

[Check all 
figures to 
past s peeches 
or other 
source] 

This beautiful land -- with its irresistable skiing, and its magnificent 

mountains -- began to work its spell on me nearly a half century ago. 

Fellow mountain-enthusiasts among you will understand -- and sympathize 

when I tell you that on my desk in Washington I have two paperweights to remind 

me of the joys I have experienced in your country. One is a piton. And the 

other is a carabiner. 

Mountains have a way of ' telling us very quickly who and what we are. 

They humble us. They challenge us. They elevate our spirits. And they broaden 

our vislon. 

All of us are going to need a kind of clear, bold mountain vision i n the 

years that lie ahead, for whatever else can be said about the final two decades 

of the twentieth century, it is certain that they are going to be very different 

and very demanding. 

In its own way, that was also the kind of situat ion that confronted the 

world in the closing months of World War II, when the post-war era was about 

to begin. At Bretton Woods in New Hampshire a group of men with vision -- from 
• 

44 nat i ons drew up the charter of an institution designed to deal with the 

gigantic tasks of reconstruction and development that were inevitably to follow. 

Today the I BRD - the I nternational Bank for Reconstruction and 

Devel opment -- r emains t he original component of the World Bank, though its 
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44 member countries have now grown to 139. Its headquarters are in Washington, 

but it is owned and operated by its membership, and is staffed by international 

c i vil servants comprising over a hundred nationalities -- including, I am 

very pleased to say, some outstanding Swiss nationals. 

The Bank's Articles of Agreement provide that it can lend~only for 

high-priority development purposes; that procurement must be open to inter-

national competitive bidding: and that the Bank's decision to lend must be based 

exclusively on economic rather than political considerations. 

The World Bank Group today, as you know, comprises three affiliated 

insti t utions: the original IBRD; the International Finance Corporation, or IFC; 

and the International Development Association, or IDA. 

The IBRD lends at slightly less than market rates, and generally at 

20 to 25-year maturities. Its loans are guarantee9 Qy th~borrowing govern-
-rt.. ~~! '~ 

men~themselves ~~ are financed by/the pai~-in~capital subscrro tions of the 
~ • I ' ~ 3, 

Bank's membership; ~ retained earnings which amount to over M billion; and 

~ the sale of World Bank bonds in the principal capital markets of the world 

including, of course, here in Switzerland. In more than 30 years of lending, 

the IBRD has never had a default, or lost a penny. 

The International Finance Corporation, established in 1956, acts as a 

financial catalyst in helping to fund private enterprise ventures in our 

developing member countries -- ventures without government guarantees, but 

with a high development component. 

The International Development Association, which is today the world's 
• 

largest and most important source of funds to the poorest developing countries, 

was established in 1960. It was created in order to assist the Bank's poorest 

member countries that simply could not afford to borrow on the IBRD's terms. 
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They needed external financial assistance Qe6peLate±y for their development 

programs, but at concessional terms. 

Thus, IDA lends for 50 years, including a IO-year period of grace, with 

an annual service charge of three-quarters of one percent ~tl tile ~~~£Bed 

pOktion of-th~it to cover administrative costs. 

Now, the point I want to stress about IDA is that the projects and 

purposes for which it lends are precisely of the same high quality and priority 

as those of the LBRD. 

The same professional staff in the World Bank negotiates and administers 

these credits; the same high rates of economic return are insisted upon; the 

same standards of supervision and international competitive bidding for procure-

ment are rigorously applied; and the same full government guarantees of 

r epayment are required. 

I want to underline those points because IDA credits are sometimes 

referred to in the press as "soft loans." But that term can be very misleading. 

It is true that IDA's terms are highly concessI onal, but there is nothing soft 

about the operations these credits help finance. We apply the same rigorous 

standards in appraising IDA projects as we do for IBRD projects. 

Now, how is IDA financed? 

There are four principal sources of IDA funds: 

The init ial paid-in capital subscriptions of its membership; 

The periodic replenishments of funds by its more prosperous 
member countries; t7.!= - --Jr- -r 

L ~ .~ (A~' I...< L~.q"f ') 
Certain special contributions made -i y some member natiOns --~ 
~~~witzerland has been very helpful; 

And transfers of a portion of the profits of the Bank -­
that oVerz,y'~billion of Bank earnings have been retained 
an additi nal $f 'billion have been transferred to IDA. 

" /' , ),) 1.5 . 

I mentioned 
in the IBRD: 
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Negotiations for the most recent -- the sixth -- replenishment of IDA 

have been concluded, and a level of $12 billion has been agreed upon for khe' 

commitment during the three-year period, July 1, 1980 to June 30, 1983. 

The traditional denors, the OECD natiens, as well as a number ef the 

capital-surplus OPEC countries, were joined by nine middle-incom~ developing 

countries -- Argentina, Brazil, Greece, Korea, Mexico., Portugal, Romania, 

Venezuela, and Yugeslavia -- bringing the total number of contributors to the 

sixth replenishment to 33. Unfortunately, Switzerland, one of the wealthiest 

nations of the world, is not among them. 

Now, since I have mentioned the~ two. categories of the approximately 

100 developing countries that the Werld Bank Group serves -- that is, the 

poorest, or lew-inceme ceuntries, and the so-called middle-income countries 

let me say a word or two. about what their situation has been ever the past 

decade, and what their prospects are for the decade of the 1980s. 

Taken altegether these roughly 100 countries contain some 2 1/4 billien 

people. The recent addition of the People's Republic of China to. the countries 

served by the Bank new adds nearly anether billien. 

The per capita incomes of the low-income countries, containing seme 

1 1/4 billien people (excluding China) average $220. They grew at enly 1.7% 

a year ever the past decade; and in Africa, at enly .2%. 

This, ef ceurse, is virtual st.agnatinn. It means that fer hundreds of 

milliens of individuals already trapped at the bare margin ef survival --

"growth" in income was only two. or three dollars a year. These countries, 

wi~%lof the population in the developing world, have been a:le to produce 

in the 1970s enly 16% ef its pcFbj srr gross domestic product, and less than 

10% ef its exports. 
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But the outlook for the nex t five years is even more depressing. Their 

. already..,. desper? t~y ,15 / per . caPt' a income is likely to grow by l"l:0 m9re than 1% 
. ~ ,..,.- ' .A.-t-""'l,./ : ., f" "-/. ~ -- V\ AA-t"'~ 

a year. rhbre will almos ceryaibly be negative growth~ a reduction in income~ 
1\ " 

for the 140 million people in the low-income countries of sub-Saharan Africa. 

The middle-income developing countries, on the other· hand 4
-- even those 

which do not export oil -- have done considerably better during the decade of 

the 1970s: per capita growth of 6.6% for the oil-expor t ers, and 3.6% for the 

non-oi1-exporters. They have been able to take advantage of their more favorab l e 

endowment in resources, of better market opportunities, and of higher capital 

inflows. 

But the oil-importing countries among them -- with a population of some 

700 million have been seriously affected by the recent 80% increase in the 

real prices of petroleum products. These countries are now projected in the 

1980-85 period to achieve per capita growth rates of only ~ 2%. 

In summary, global economic conditions over the past 18 months have 

become substantially more difficult, and the prospects for growth in both 

the low-income and middle-income oil-importing developing countrie's during the 

decade of the 1980s now appear far less promising. 

The sharp new rise in oil prices has more than doubled these countries' 

cost of imported energy, and the continuing recession in the industrialized 

nations will seriously limit demand for their exports. 

In 1973 the oil-import bill of these developing countries (in current 

dollars) was $7 billion. In 1980 it is likely to be $67 billion. The price 

of oil is not going to come down on the contrary, it is likely to continue 

to rise in real terms by perhaps 3% a year. The projection for 1985, therefore, 

is $124 billion, and by 1990 -- even assuming these countries more than double 

their own domestic energy production, and make a considerable effort at conser-

vation -- the bill is projected to be nearly $230 billion. 
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Meanwhile, the continuing sluggishness in the growth rate of the 

industrialized nations will pose additional problems for these developing 

countries. The rate of expansion of their principal export markets will decline, 

and an already unfavorable situation could be seriously compounded by aeflatian­

~lj~ies-aad a resort to greater protectionism in the developed world. 

Reflecting the effect of these two factors, the current account deficits 

of the oil-importing co 'n tries have increased sharply, and now amount on average 

to 4% of their gross national product -- and for many countries substantially 

more. 

Though they can continue to finance these deficits in the short term by 

additional external borrowing, were such financing to continue ·over the longer 

term the mounting debt service would become unsupportable. The deficits must 

be reduced. ..wl:lat is noodod ar-e---fu.ndamental 5 LI ut LUI a1 ad:}us-tments in..1:he±r 

This can only be done by expanding their exports, or by reducing 

their non-oil imports, or by some comoination of the two. 

If these difficult changes are undertaken soon, and can be completed over 

the next five to eight years ' . growth rates in the oil-importing developing 

countries should recover to more satisfactory levels during the second half of 

the decade. 

This, however, will require financial assistance in the interim, beyond 

what is now in prospect, if severe reductions in the level of their development 

activity are to be avoided. If · this financial assistance is not available, or 

if the developing countries delay initiating the necessary stru~tural changes, 

their development progress will be seriously compromised throughout the decade. 

The current adjustment process is likely to be much more difficult than 

the earlier one in the 1974-1978 period. One of the most important actions 
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the oil-importing developing countries can take to moderate its damaging effects 

is to adopt efficient import substitution policies in energy. 

At present and prospective oil prices, many of these countries can turn 

what were previously regarded as marginal energy reserves of oil, gas, coal, 

hydroelectric, and forest resources into profitable investments . ~ This will 

require -their mobilizing additional domestic and external finance, but would 

permit them by the end of the decade to reduce their annual oil-import bill 

by more than $50 billion. 

The current global economic situation has imposed particularly severe 

penalties on the poorest developing countries. They desperately need additional 

Official Development Assistance to get through the adjustment period. But 

total ODA flows declined in real terms from 1977 through 1979, and that portion 

of the flows allocated to the poorest countries was shockingly small in both 

relative and absolute amounts . 

Both the OECD nations, and the capital-surplus members of OPEC, should 

now consider what measures they can take to increase concessional assistance to 

the poorest nations who continue to be d~aged by a global economic situation 

they neither caused, nor can do much to influence. 

The middle-income developing countries will continue to depend primarily 

on external capital flows from the private markets throughout the decade, 

though it is questionable whether the volume will be sufficient from these sources 

to meet the additional requirements imposed by the new adjustment difficulties. 

Commercial banks, of course, constituted by far the most dynamic element 

of capital flows to middle-income developing countries in the 1970s. 

The chief anxiety today is that the commercial banks may not be able 

to playa similar role in the 1980s. 

I 
I 

• I 

I 



- 8 -

This does not mean that the private market flows to developing countries 

will not expand in the years ahead. They will. But the key question is this: 

will they expand enough to permit the adjustment process in these countries to 

take place at relatively high -- rather than at unacceptably low -- growth rates? 

In all probability they will in 1980, and perhaps even in 1981. ~But beyond 1981 

they well may not. Already leading commercial bankers in both Western Europe 

/ 

and North America have expressed their doubts. 

In this situation, the Bretton Woods institutions that is, the World · 

Bank, and the International Monetary Fund -- can, and in my view, should take 

various steps to supplement and facilitate the role of the private markets. 

Financial intermediation was, after all, one of the main reasons for 

setting up these institutions: to stand ready to step in as last-resort 

intermediaries to help recycle funds from those countries that are in surplus 

to those countries that need them most, whether for shor t-term balance-6f-

payments support, or longer-term development needs. 

If, then, the task of recycling to the developing countries a portion of 

the more than $80 billion a year of additional surpluses now being ear ned by the 

capital surplus oil-exporting countries is to be tackled in the 1980s efficiently 

and equitably, there is no doubt that the financial intermediation of the World 

Bank, and other international institutions, should increase substantially above 

previously planned levels. 

But as important as these financial considerations are, there is 

another underlying issue, which is in danger today of being obscured by the 

anxiety over the global adjustmet problem. And that is the most fundamental 

development issue of all: the drive against absolute poverty. 

Over the past decade I have drawn attention repeatedly, sometimes at 

t he risk of tedium, to the principal goals of development: the acceleration 
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of economic gro th, and the eradication of what I have termed absolute poverty. 

Economic growth, of course, is obvious enough. But once one has been in 

contact with developing societies, so is absolute poverty: it is a condition 

of life so limited by malnutrition, illiteracy, disease, high infant mortality, 

and low life expectancy as to be beneath any rational definition· of human decency. 

The two goals are intrinsically related, -though governments are oTten 

tempted to pursue one without adequate attention to the other. But from a 

development point of view that approach ahvays fails in the end. For the pursuit 

of growth without a reasonable concern for equity is ultimat~ly socially 

destabilizing, and ofteD~_ violently so. And the pursuit of equity without a 

reasonable concern for growth merely tends to redistribute economic stagnation. 

Neither pursuit, taken by itself, can lead to sustained, successful 

development. 

At the World Bank's Annual Meeting in 1972, I pointed out that all too 

little of the benefits of economic growth was reaching the bottom 40% of the 

population in the developing world. For 800 million individuals, their countries 

were moving ahead in gross economic terms, but their own individual lives were 

standing still in human terms, locked in absolute poverty. 

As our research and analysis of this problem improved in the . Bank, we 
--;j-, 

outlined a number of specific actions designed to deal directly with~~ 

-P~ em. It was clear that any successful effort to combat poverty would have 

to do two basic things: 

Assist the poor to increase their productivity; and 

Assure their access to essential public services. 

At the Bank's Annual Meeting in Nairobi in 1973, I proposed a major 

program for the rural areas, where the vast majority of the ab solute poor are 
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concentrated. The strategy focuses on a target group of roughly 100 million 

subsistence farmers and their families, most of whom farm two hectares or less. 

It is directed towards raising their agricultural productivity, and thus their 

incomes, as well as providing more equitable access to the services they need. 

Two years later, in 1975, we outlined a comparable program for the urban 

areas. Though the circumstances of the some 200 -million absolute poor in the 

cities differ from those in the countryside, the strategy is fundamentally the 

same: remove the barriers to their greater earning opportunities, broaden their 

access to basic public services, and help them more fully achieve their productive 

potential. 

In each of the following years -- as our research and experience in the 

Bank improved -- we have pursued these issues further. 

But now, as I have pointed out this evening, most of the developing 

countries are facing a new, an unanticipated, and what is certain to be -- for 

at least the next several years -- a very difficult situation. 

Thei r rates of growth are going to be low. Their capital requirements 

are going to be high. And there ar~ going to be severe pressures on their 

governments to adopt austere budget allocations for every activity that is not 

considered of immediate priority. 

In these circumstances the temptation will be str~ng to push aside and 

postpone anti-poverty programs. The argument will be that poverty is a long­

term problem, and that the current account deficits are a short-term emergency: 

that poverty can wait, but that deficits can't. 

It is a very specious argument. 

Mounting deficits cannot be indefinitely sustained, and, a s we have seen, 

the necessary solution lies in structural adjustment. Efforts to get that basic 
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adjustment in place must not, indeed, be delayed. 

But absolute poverty in a society cannot be indefinitely sustained either. 

To ignore it, to temporize with it, to downgrade its urgency under the convenient 

excuse that its solution is "long-term" -- and that there are other innnediate 

problems that preempt its priority -- is dangerous self- deception. 

To reduce and eliIDanate· absolute poverty lies at the very core of 

development itself. It is critical to the survival of any decent society. 

Development is not simply economic progress measured in terms of gross 

national product. It is something much more basic. It is essentially human 

development: the individual's realization of his or her own inherent potential. 

Absolute poverty, on the other hand, is a set of penalizing circumstances 

that is the di rect denial of the individual's pursuit of that potential. 

What we must remember is that absolute poverty is not a simple function 

of inadequate personal income·. Though the poor have too little income, and 

desperately need more, their plight is not exclusively related to that. 

Their deprivations go beyond income. And in many cases, even if their 

income were higher -- which it must become -- they could not by that fact alone 

free themselves from their difficulties. 

The reason is that absolute poverty is a complicated web of circumstances 

that reinforce and strengthen one another. 

And lest we become insensitive to the magnitude of those circumstances 

in the developing countries, it is worth reminding ourselves of their scope: 

600 million of their adults 100 million more than in 1950 -­
can neither read nor write, and only 4 out of every 10 of their 
children complete more than 3 years of primary school. 

Of every 10 children born into poverty, 2 die within a year; another 
dies before the age of 5; only 5 survive to the age of 40. 
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Malnutrition afflicts hundreds of millions of individuals, 
r educing their energy and motivation, undermining their performance 
in school and at work, reducing their resistance to illness, and 
often penalizing their physical and mental development. 

In the low-income developing countries, average life expectancy 
for their 1.3 billion people is 50 years. It is nearly 5~% e 
in ..the- industrialized · nations. . K _ \ ' ~ • j', _ . 

In short, compared to those fortunate enough to live in the devel­
oped nations, individuals in the poorest countries have an infant 
mortality rate eight times higher; a life expectancy one-third 
lower; an adult literacy rate 60% less; a nutritional level, for 
one out of every two in the population, below minimum acceptable 
standards; and for millions of infants, less protein than is 
sufficient to permit optimum development of the brain. 

Now, these impersonal rounded numbers are not simply statistics on 

some economist's computer. They represent individual human beings. Most 

tragic of all, so many of them are children. 

All of this illustrates the tragic waste of poverty. If millions of 

- I; : 
I 

a country's citizens are ·uneducated, malnourished, and ill, how can they possibly 

make a reasonable contribution to their nation's economic growth and social 

advance? The poverty they are immersed in, through no fault of their own, 

simply denies them that. 

The point is that it is the poverty itself which is the liability. Not 

the individuals who happen to be poor. They represent immense human potential. 

It used to be said that lack of capital was the chief obstacle to 

economic growth. But we now know that capital formation explains less than 

one-third of the variation in growth rates among developing countries. Human 

resource development explains a great deal more. 

Investment in the human potential of the poor, then, is not only morally 

right; it is very sound economics. 

Certainly what is very unsound economics is to permit a culture of 

poverty to so develop within a nation that it begins to infect and erode the 

entire social and political fabric. 

..J _ -
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No government wants to perpetuate poverty. But not all governments, 

at a time of depressed economic growth, are persuaded that there is much that 

they can really do against so vast a problem. 

But there is. 

Moving against the roots of povertY~Ssisting the poor to become more 

productive, and hence more an integral part of the whole development process;~ -7 

redirecting economic growth and public services more toward meeting fundamental 

human needs; these are practical and attainable objectives. 

To the extent that the poor possess some tangible assets, however 

meager a small farm, a cottage industry, or a small-scale commercial operation 

in the urban sector -- it is possible to help them to become more productive 

through better access to credit, extension assistance, and production inputs. 

Experience, for example, in the rural areas of such diverse societies as 

India, northeast Brazil, Kenya, Mali, Upper Volta, and Bangladesh demonstrates 

that the productivity of small farms can be significantly enhanced through well-

designed programs. 

The investments the Bank and IDA have helped to finance in both the agri-

cultural and rural development sectors over the past six years are expected to 

raise substantially the incomes of some 103 million of the poorest individuals 

in t~velOPing world. 

Jot - only~e the poor without adequate incomes, ~they are without 
~ 

equitable access to essential public services: to clean water, to basic 

education, to preventive medical care, to electricity, to publi~ transportation 

to those services fundamental to their health and productivity. 

Since most of these services cannot be privately purchased by the poor, 

they must be expanded through government programs as a key element in a 

practical strategy to reduce poverty. 
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Wealthy urban and rural families, often cons tituting a very small but 

politically influential and elite group, have frequently managed to preempt 

a disproportionate share of scarce public services. 

It is a very old story in human affairs, and is far from being char-

acteristic of developing ,countries only. But wealth and privilege have made 
felt 

their influence/in these matters, and almost always at the expense of the poor. 

Not only are essential public services often out of financial and 

geographical reach of the poor, but such facilities as are in place may be so 

inappropria t ely designed as to be virtually irrelevant to their needs: 

impressive four-lane highways, but too few market roads; elaborate curative-

care urban hospitals, but too few preventive-care rural clinics; prestigious 

institutions of higher learning, but too few village literacy programs. 

Public services that are not designed modestly and at low cost per unit 

will a lmost certainly end by serving the privileged f ew rather than the deprivec 

many. 

To reverse this trend, governments must be prepared to make tough and 

politically sensitive decisions, and to reallocate scarce resources into less 

elaborate -- but more broadly based -- delivery systems that can get the 

services to the poor, and the poor to the services. 

What is certain is that absolute poverty can never be eliminated simply 

by traditional welfare. And the reason is obvious. No feasible redistribution 

of already inadequate national income in a developing society is, by itself, goi ng 

to be enough to wipe out poverty. There must be growth in that I ncome, and the 

poor must be enabled both to contribute more productively to that growth, and 

to participate more equitably in its benefits. 
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The tragedy of the absolute poor in most developing societies is that 

they remain largely outside the development process. 

They must be brought more fully into it. 

The primary responsibility lies with the governments in developing 

societies. 

Certainly no external development assistance -- no matter how great -­

can substitute for the internal political resolve necessary to take these steps. 

But once that firm resolve is evident, then the international community 

must support these politically difficult decisions with comparable courage and 

generosity. 

Here in Switzerland I do not need to argue for a development approach 

that focuses on the problems of abscl~te poverty. Indeed, the Swiss Development 

Law of 1976 clearly gives priority to "poorer countries, regions, and people." 

That phrase describes exactly what the International Development Association is 

doing too. 

The truth is that all of us are trying to accomplish the same goals. 

We are all trying to find more effective ways to help reduce, and ultimately 

to eliminate the scourge of absolute poverty. 

That kind of poverty is an open insult to the human dignity of us all: 

to the poor themselves, because simply as human beings they have deserved 

better; and to all the rest of us, for we have collectively had it in our power 

to do more to help fight poverty, and we have failed to do so. 

Now that both the developing countries and the developed nations are 

under the sting of hard times, are w~ 8o~g to do still less? 

Surely we ought not to think that sustaining the attack on poverty is 

some kind of an economic luxury -- someth~ng affordable when times are easy, 

and superfluous when times become troublesome. 
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It is really just the opposite. It is a continuing social and moral 

responsibility, and an economic imperative. And its need now is greater than 

ever. It is true that sluggish economic growth in both the developing and 

developed nations in the early years of the 1980s may mean that the privileged 

and affluent in most societies will have to accept slower rates of advance or 

even some selective reduction in their already favored standard of living. If 

they have to, they can absorb such inconveniences. 

But for the 800 million absolute poor such a downward adjustment is a 

very different matter. For them downward does not mean inconvenience, but 

appalling deprivation. They have little margin for austerity. They lie a t the 

very edge of survival already. 

The twin goals of development -- accelerating economic growth, and 

reducing absolute poverty -- must clearly continue to be our goals in the 1980s. 

But the environment in which these goals will have to be pursued will be so 

different, and so difficult, that all of us must be ready to make even greater 

efforts • 

• Population growth, although decelerating, will place increasingly 
heavy burdens on the resources of most developing countries; 

• Labor forces growing at explosive rates, reflecting past levels of 
population growth, will place a premium on job creation; 

Migration from the countryside will burden metropolitan areas grown 
larger than most in th~ ~eloped world; 

Widespread malnutritio~~will· r~Z~e ~~antial'~kases in food 
production per hectare~ecause opportunities for putting additional 
land under cultivation in the developing countries will be reduced; 
and 

External payments imbalances will require acceleration of industrial­
ization and expansion of exports in the face of slower growth in 
world trade and rising tides of protectionism. 

And it is shocking to reflect that in spite of the very real progress 

of the past quarter century, and the advances that are likely in the next two 
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decades, it is probable that at the end of this century 600 million human beings 

in the developing countries will remain trapped in absolute poverty. 

None of us, of course -- within the Bank, or outside the Bank, or 

anywhere -- can pretend that our understanding of the immense complexities of 

the poverty problem is complete. We are all still learning. 

But I think all of us can take a measure of satisfaction that so many 

governments and institutions throughout the international development community, 

including the World Bank, -and including se..:..man}L.llon goven;upent-&l---Gr-g-an4.-sa-ti on s .. 

are beginning to consider the problem in a more thoughtful way than they did a 

decade ago, and are asking themselves how they can reshape their own efforts to 

deal with it more effectively. 

Let me now conclude my remarks with one l~~point. 
",I ...... 4~ 

We are all aware that it has become axiomatic today to say that our world 

is rapidly becoming more interdependent. 

And it clearly is. 

But the danger is that the wor\d "interdependence" ±t:::sati is becoming 

something of a cliche. And the trouble with cliches is not that they are not 

true, but rather that they are so true, and so often repeated, and so taken for 

granted that in the end we no longer really think very seriously about them~ 

Interdependence has entered our contemporary public rhetoric. But it 

has yet to enter in a truly effective way our contemporary public consciousness. 

Th~iS that cooperation with the developing world has become a 
A 

vital economic necessity for all of the OECD nations, including Switzerland. 
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The developing *Jrl~ nG.i sLpplies ·~ of Switzerland's imports 
of crude oil, and _' ___ % of its imports of other primary commodities. 

In 197 · the developing countries absorbed I' 'j. % of Switzerland's 
export"S -- more than ~ v.:, times as much as did the United States 
( ~ %) and East-era-Euro·pe ( ~ %) put together. 
- ,r- .....J! ~ - 1-. / ' --

In 197_'_, the developing countries bought ~ ~~ times more manufactured 
good from Switzerland than it bought from them. 

These are the facts that turn the concept of interdependence from 

rhetor ic into reality. Economic growth throughout the entire developed world, 

and particularly here in Switzerland, is now directly linked with the social and 

economic progress of the developing countries. ~~~~~~ -t !'J ~/, {?-l' 
... ~ ... /:-, . t.: / .. ~ /~ L ('f;1!J hf, .' . 

There is simply no question about that. t!.... •• j ..... - ':, ) ~ "' .JP !-f, lr'/ ' . ~ -t1 1' 1--,- ) ---, -' ~ ~.- . ~....,. .:... 

~" For various historical reasons, Switaerland's Official Development . 

" H "'- /,/~ /} ~ ~~ ~I ~ c:; Assistancel\ha~ll low III 1 elation ~ \',;; -i;t.s gross national product ~ v 
JI-~ J j , ,.-. r _ • . f\ _.- - j:-'.' a f !, . ( ...... } - - t -:" ') , .. - - . - ~ . ~ 

; . >' ' , \ \: .-'-:: . ~ ~ ~o~r.fn~ t:~at you here ,to~~ght. together with your associa: .e,S and <-, , . 
col-l-e.ages- in- government-land. the private sector, support.an improvement in that. .. ' . 

. l -, . , 11 . ( 't r " t I ..... \ ( -. -.t...: . ~ • '- / . L" ... 

~ . . A~ -' for /~ wo~k-o~ ' ~he Wo~'la '~a~k itself ~, ' we look to Switzerland t~ , .::. / . 

YVf/~-:::;;(" < 

continue to play an increasing role in the expansion of our operations. 

There are a variety of ways in which we have cooperated in the past 

through raising IBRD funds in your capital market, through ~~onfinancing 
~~ , 

of IDA projects, through special Swiss~GOn~hutiaft& to IDA, and through the 

provision of Swiss technical assistance. 

Ladies and Gentlemen, the truth is that your lovely country -- so stable, 

so skillful, so successful -- stands in ~ many ways as a veritable paradigm 

for the aspirations of the developing societies. 

You believe -- as we do in the World Bank-- that there is no contradiction 

between being a hard-headed investment manager, and at the same time a socially-

responsible individual, sensitive to basic human welfare. 



- 19 -

You believe -- as we do in the World Bank -- that the greatest 

contributions that managers can make to development is to help the developing 

countries use their resources effectively. 

You believe -- as we do in the World Bank -- that competence is not 

the enemy of compassion, but its ally. 

I hope you will agree that the developing countries,_and the World Bank, 

need more support from Switzerland than they have been receiving. 
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