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World Bank Report 

Development Aid at Great Cost 
by Dietrich Kebschull, Hamburg 

R ober t  Ma l thus  would  h a v e  been  p leased  abou t  this:  
his old t heo ry  of the  marg in  for food supply  

g rowing  s lower  t h a n  the  popula t ion,  s t ands  once  
more  in the  fore of the  a n n u a l  repor t  of the  Inter-  
na t iona l  Bank for Recons t ruc t ion  and  Deve lopmen t  
(World  Bank) and  its s i s te r -organisa t ion ,  IDA. The  
economis ts  a round  the  former  US Secre ta ry  of De- 
fence, McNamara ,  look upon  inc reased  agr icu l tura l  
p roduc t ion  as the  focus of d e v e l o p m e n t  pol icy in 
order  to p ro tec t  the  migh t i l y  growing  popu la t ion  
from a ca tas t roph ica l  famine.  

Farming Policy Has Priority 

The  W o r l d  Bank 's  more  p r o n o u n c e d  concen t r a t i on  
on  ag r i cu l tu re  is c lea r ly  s een  from the  s t epp ing-up  
of means  made  ava i l ab l e  for fa rming  projects .  They  
a m o u n t e d  to $ 87 mn  in the  budge t  yea r  1966/67 and  
were  nea r ly  doub led  the  yea r  af ter  ($172.5 mn in 
1967/68). 

The  a d v a n c e m e n t  for the  t ime be ing  chiefly a ims at  
improvemen t s  of seeds  and  seedl ings  in the  deve lop-  
ing countr ies ,  g r ea t e r  use  of fer t i l izers  and  machines,  
ex tens ions  of i r r iga t ion  schemes as wel l  as in tens i f ied  
ca t t le -breeding .  It seems tha t  e v e n  ambi t ious  poli t i-  
c ians  mus t  rea l i se  tha t  the  prof i tab i l i ty  of i nves t men t s  
is in i t ia l ly  the  h ighes t  in  this  sec tor  of the  economy.  

In the  shor t  and  the  long run, the  success  of the  
measu res  wil l  in  the  first  p lace  depend  on the  pop- 
u la t ion ' s  g rowth  ra te  which is pa r t i cu la r ly  h igh  in 
the  deve lop ing  countr ies .  In the  per iod  from 1960 
to 1966 the  less deve loped  countr ies '  g rowth  ra t e  
of the  popu la t ion  was  2.5 pe r  cent  annua l l y  as aga ins t  
an  a v e r a g e  of 1.2 per  cen t  in the  deve loped  coun-  
tries. The  s i tua t ion  in the  Lat in A m e r i c a n  countr ies ,  
w h o s e  g r o w t h  ra t e  is a t  p r e s en t  2.9 pe r  cent ,  is par-  
t icu lar ly  cri t ical .  

In  v i ew  of the  mos t  r ecen t  s t a t emen t s  by  the  Pope 
it has  to b e  app rec i a t ed  tha t  the  W o r l d  Bank did  
not  hes i t a t e  to emphas i se  the  necess i ty  of some b i r th  
control ,  i ndeed  mak ing  this  an  u n a l t e r a b l e  pre-con-  
di.tion for a n y  successful  d e v e l o p m e n t  policy. A 
c a t a s t r o p h e  wil l  be  ave r t ed  on ly  if one  succeeds  
in cu rb ing  t he  rapid  g rowth  of the  popu la t i on  in the  
less deve loped  countr ies .  

Regional and Material OdentaUon 

Cor respond ing  to the  inc reas ing ly  u rgen t  p roblems  
in Lat in  A m e r i c a  the  r e -o r i en ta t ion  b y  the  W o r l d  
Bank and  IDA from Asia  onto  this  par t  of the  g lobe  
should  be  welcomed.  Remember ing ,  however ,  tha t  

las t  yea r  India  and  Pak is tan  toge the r  r ece ived  not  
e v e n  one-hal f  of the  aid e x t e n d e d  to the  r e l a t ive ly  
small  coun t ry  of Mexico,  one  will  b e  less r eady  
to applaude.  The  Ins t i tu te ' s  aim should  be  as equal  
as poss ible  a sp read  of i ts  means- - -equal  accord ing  
to requi rements .  It seems poss ib le  tha t  the  Five- 
Year  p lan  a n n o u n c e d  by  M c N a m a r a  will  set  the  
g reen  l ight  for this. 

The most  impor t an t  i tems of las t  yea r ' s  expend i t u r e  
we re  once  aga in  those  an  inf ra-s t ruc tura l  p r o j e c t s - -  
pa r t i cu la r ly  on e n e r g y  supply  and  t ranspor t .  The i r  
sha re  in to ta l  expend i t u r e  exceeded  50 per  cent.  
More  t han  one-f if th of the  means  was  p laced  at the  
disposal  of agr icul ture .  We l l  d o w n  the  list follow 
aid pro jec ts  for educa t ion  for which IDA is fore- 
mos t ly  the  channel.  However ,  owing to lack of means  
this  o rgan i sa t ions  has  had  to cur ta i l  its f inanc ing  
dras t ica l ly  las t  year .  Up to now IDA and  the  Wor ld  
Bank p rov ided  a to ta l  of $ 1 6 0 m n  for 19 count r ies  
in  the  field of educa t iona l  measures .  A s t r eng then-  
ing of these  efforts  is i n t ended  dur ing  coming  years .  
I t  is also env i saged  to p romote  tour is t  traffic and  
technical  aid which la t t e r  is t he  essen t i a l  fol low-up 
to the  f inanc ing  of projects .  

P m b l m  of Financing 

Both o rgan i sa t ions  do not only  face the  p rob lem of 
how to lend l imi ted  means  op t imal ly  for d i f ferent  
purposes  of the i r  ut i l isat ion.  They  mus t  also so lve  
the  p rob lem of how to ob ta in  funds  t h e m s e l v e s  and  
pay  in te res t  on  them. The  p r o c u r e m e n t  of the  means  
p resen t s  the  g rea tes t  difficulties.  The  a v e r a g e  cost  
of the  p rocurement ,  h a v i n g  a m o u n t e d  to 4.88 per  
cen t  on ly  in 1965/66, inc reased  a y e a r  l a t e r  to 5.22 
pe r  cent  and  were  no  less t h a n  6.17 per  cent  in the  
y e a r  u n d e r  review.  As  t he  result ,  t h e  loan  in te res t  
had  to b e  s t epped-up  to 6.25 pe r  cen t  in  J anua ry ,  
1968, and  once  more  in A u g u s t  to as much as 6.5 per  
cent. 

A n  immense  b u r d e n  of in t e res t  thus  falls upon  the  
bo r rower  and  it appea r s  r a t h e r  odd, therefore ,  st i l l  
to speak  of "deve lopmen t  a id  b y  the  W o r l d  Bank" 
in v i ew  of such ra tes  of in teres t .  All  this, however ,  
is not  the  faul t  of the  W o r l d  Bank. One  has  to b lame 
those  who  are  to p rov ide  the  capi ta l  for the  W o r l d  
Bank. As  long as they  t ry  t hemse lves  to do bus iness  
at  condi t ions  f avourab le  to them wi th in  the  f rame-  
work  of b i la te ra l  d e v e l o p m e n t  aid, and  look u p o n  
mul t i l a te ra l  aid mere ly  as a sor t  of n e c e s s a r y  du ty  
per formance ,  the  W o r l d  Bank ' s  ac t iv i t ies  in  f avour  
of the  d e v e l o p m e n t  coun t r i es  wil l  be  cons ide rab ly  
impeded.  
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