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Foreword

This fifth World Development Re-
port is published at a time when
the world economy is beset by se-
vere problems. Continuing reces-
sion and heavy unemployment in
the industrialized countries are
accompanied by real interest rates
at unprecedentedly high levels;
most commodity prices are at their
lowest levels in three decades; the
volume of international trade has
ceased to grow. Many developing
countries, already struggling with
large debt repayments, have thus
seen their problems exacerbated
by the rise in interest payments,
adverse trends in the terms of
trade, and depressed export vol-
umes.

The first part of the Report
reassesses development pros-
pects against this background. It
finds that low growth over the
1980s is more likely than was pro-
jected in last year’s Report. How-
ever, it should be possible for
many middle-income countries to
repeat the successful adjustment
they made to the adverse condi-
tions of the 1970s, and to achieve
per capita income growth well in
excess of that of the industrialized
countries. The prospects of ade-
quate growth will be greatly en-
hanced if restrictions on trade and
capital flows are minimized.

For the low-income countries,
in which the bulk of poverty is
concentrated, the picture is mixed
but generally bleak. China and

India, both of which managed to
maintain significant growth in the
1970s, are less affected by the ad-
verse international environment
than are the smaller low-income
countries with large export sec-
tors. These countries, most of
which are in Africa, fared badly
in the 1970s. Their prospects are
a matter of grave concern. Their
progress, more than that of any
other group, will depend heavily
on generosity and initiative in the
provision of aid. Nevertheless,
two areas of promise exist. One
is the longer-term growth impact
of the improvements in education
and health that have been
achieved in virtually all develop-
ing countries. The second is the
potential for improved perfor-
mance in agriculture, the subject
of Part 1l of the Report.

The discussion of agriculture
stresses a key feature of devel-
opment experience—the strong
association between agricultural
advance and overall economic
growth. In virtually all countries
where agricultural development
has been strong, economic growth
has advanced at a rapid rate. As
a result, in many middle-income
countries the worst kinds of ab-
solute poverty have largely dis-
appeared, although stark differ-
ences in standards of living persist.

The low-income countries are
still predominantly agricultural.
In many of them—and in some

middle-income countries too—
slow agricultural progress is a
major cause of sluggish economic
growth. This Report uses the
Bank’s own experience and coun-

‘try illustrations to highlight some

of the main policy, technical, and
institutional issues involved in
stimulating more rapid agricul-
tural development. lts conclu-
sions are basically optimistic. Ag-
ricultural growth has been rapid
in the past three decades, exceed-
ing all earlier experience and
expectations. Given reasonable
incentives and productive oppor-
tunities, farmers will innovate,
save, and invest in agriculture;
science-based  agricultural re-
search can promote new oppor-
tunities for growth; further gains
can be had from past investment
in institutions and infrastructure;
and increased attention to the ru-
ral poor, shown in an array of
new programs for small farmers
in the 1970s, is already payving off.

The Report qualifies this opti-
mism in three respects. First, the
management of agricultural de-
velopment, including public sec-
tor policies, investment pro-
grams, and institutional support
activities, is a difficult job, espe-
cially today when agricultural
growth depends less on expand-
ing the cultivation frontier and
more on raising land and labor
productivity. Second, unless the
rapidity of population growth
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abates, it will limit the rate of in-
crease in per capita food con-
sumption in many countries and
require still faster increases in ag-
ricultural productivity. Third,
taking full advantage of the pos-
sibilities offered by agriculture
will require significant policy
changes—both in developing
countries which have neglected
this sector, and in those industrial
countries which continue to pro-
tect and to over-stimulate agri-

culture, thus reducing the poten-
tial gains from world specialization
in production and trade.

As in previous years, the Re-
port includes the World Devel-

opment Indicators, which pro-
vide tables of social and economic
data for more than a hundred
countries.

A. W. Clausen

This Report was prepared by a team led by David Turnham and comprising Chandra Hardy, Dale

Hill, William Jones, Homi Kharas, Gary Kutcher, Per Ljung, Christopher Redfern, Harry Walters, and
Arshad Zaman. The Economic Analysis and Projections Department prepared much of the data on
which Part I is based, and supplied information and assistance for the whole Report. The team also
worked closely with members of the Economics and Research staff and of the Agriculture and Rural
Development Department, particularly Jean Baneth, Hans Binswanger, Graham Donaldson, Jack Duloy,
Peter Miovic, and Donald Pickering. The authors would like to thank these and many other contributors,
reviewers, and production and support staff. The work was carried out under the general direction
of Bevan Waide.

For the discussion of agricultural development, the team would like to acknowledge the considerable
help and assistance provided by the staff of the Food and Agriculture Organization (FAO) and the
International Labour Organisation (ILO). FAO kindly provided material from their data collection which
is used extensively in the text. Neither these organizations nor members of their staffs are responsible
for views expressed in the Report.

The judgments expressed are those of the World Bank staff and do not necessarily reflect the views
of the Board of Directors or the governments they represent.
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Definitions

The principal country groups used
in the text of this Report and in
the World Development Indica-
tors are defined as follows:*

® Developing countries are di-
vided into: low-income economies,
with 1980 gross national product
(GNP) per person of $410 and be-
low; and middle-income economies,
with 1980 GNP per person above
$410. Developing countries are
also divided into oil exporters and
oil importers, identified below.

® Oil exporters comprise Al-
geria, Angola, Bahrain, Brunei,
Congo, Ecuador, Egypt, Gabon,
Indonesia, Iran, Iraq, Malaysia,
Mexico, Nigeria, Oman, Peru,
Syria, Trinidad and Tobago, Tun-
isia, and Venezuela.

® Oil importers comprise all other
developing countries not classi-
fied as oil exporters.

® High-income oil exporters (not
included in developing countries)
comprise Kuwait, Libya, Saudi
Arabia, Qatar, and the United
Arab Emirates.
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® Major exporters of manufactures
include Argentina, Brazil, Greece,
Hong Kong, Israel, Republic of
Korea, Portugal, Singapore, South
Africa, and Yugoslavia.

® Industrial market economies are
the members of the Organisation
for Economic Cooperation and
Development (OECD, identified
in the Glossary) apart from Greece,
Portugal, and Turkey, which are
included among the middle-in-
come developing economies. This
group is commonly referred to in
the text as industrial economies.

® Nonmarket industrial economies
include the following developed
European countries: USSR, Bul-
garia, Czechoslovakia, German
Democratic Republic, Hungary,
and Poland. This group is some-
times referred to as nonmarket
economies.

Economic and demographic terms
are defined in the technical notes
to the World Development Indi-
cators.

Billion is 1,000 million.

Tons are metric tons (t), equal
to 1,000 kilograms (kg) or 2,204.6
pounds.

Growth rates are in real terms
unless otherwise stated.

Dollars are United States dollars
unless otherwise specified.

Symbols used in the text tables
are as follows:

.. Not available.

(.) Less than half the unit
shown.

n.a. Not applicable.

All tables and figures are based
on World Bank data unless other-
wise specified. Data for 1981 are
provisional and for 1982 are es-
timated.

*For purposes of statistical continuity,
in the tables in Part I of this Report
Spain, Romania, and Iraq have been re-
tained in their historical groups: middle-
income oil importer, centrally planned
economy, and high-income oil exporter,
respectively.



Glossary of Acronyms and Initials

CGIAR The Consultative Group
on International Agricultural Re-
search is an informal association
of countries, multilateral organi-
zations, and private foundations
that supports research on agri-
cultural problems of developing
countries.

CIAT Centro Internacional de
Agricultura Tropical, based in Co-
lombia, is concerned with the hu-
mid lowland tropics of the West-
ern Hemisphere. It has programs
in cassava, field beans, rice, and
tropical pasture.

CIMMYT Centro Internacional de
Mejoramiento de Maiz vy Trigo,
based in Mexico, conducts re-
search on barley, triticale (a cross
between wheat and rye), and
sorghum, in addition to its main
research on breeding improved
varieties of maize and wheat.

CIP Centro Internacional de la
Papa, based in Peru, develops,
adapts, and expands research to
solve priority problems limiting
potato production in developing
countries.

DAC The Development Assist-
ance Committee of the OECD (see
below) comprises Australia, Aus-
tria, Belgium, Canada, Denmark,
Finland, France, Federal Republic
of Germany, Italy, Japan, Neth-
erlands, New Zealand, Norway,
Sweden, Switzerland, United
Kingdom, United States, and
Commission of the European
Communities.

EEC The European Economic

Community comprises Belgium,
Denmark, France, Federal Repub-
lic of Germany, Greece, Ireland,
Italy, Luxembourg, Netherlands,
and United Kingdom.

FAO Food and Agriculture Or-
ganization of the United Nations.

IBPGR The International Board
for Plant Genetic Resources, with
headquarters in Italy, stimulates
and coordinates the collection,
preservation, evaluation, and ex-
change of seeds and other genetic
materials of potential interest to
plant breeders in the developing
countries.

ICARDA The International Cen-
ter for Agricultural Research in the
Dry Areas, with its principal sta-
tion in Syria, deals with crop in-
vestment (barley, broad beans,
lentils, and durum wheat), soil
and water management, and
farming systems (including sheep
husbandry) for zones of very low
winter rainfall.

ICRISAT The International Crops
Research Institute for the Semi-
Arid Tropics, based in India, and
with a large program in Africa,
deals with the development of
systems of farming in semi-arid
zones and breeding improved va-
rieties of groundnuts, sorghum,
pearl millet, chickpeas, and pi-
geon peas.

IDA International Development
Association.

IFPRI The International Food
Policy Research Institute, based
in the United States, does socio-

economic research on selected
policy problems affecting produc-
tion, consumption, availability,
and equitable distribution of food,
with particular reference to the
needs of low-income economies.

IITA The International Institute
of Tropical Agriculture, based in
Nigeria, deals with cassava, cow-
peas, soybeans, and local adap-
tations of internationally devel-
oped strains of maize and rice,
and with the development of
farming systems for the humid
tropics.

ILCA The International Live-
stock Center for Africa, based in
Ethiopia, does multidisciplinary
research to improve livestock pro-
duction systems in Africa.

ILRAD The International Labo-
ratory for Research on Animal
Diseases, based in Kenya, studies
two protozoal diseases which in-
fect and are often fatal to cattle in
parts of Africa—trypanosomiasis
(sleeping sickness) and theiler-
iosis (East Coast fever).

IMF International Monetary
Fund.

IRRI The International Rice Re-
search Institute, based in the Phil-
ippines, has worldwide respon-
sibility for developing improved
varieties of rice and related farm-
ing systems.

ISNAR The International Service
for National Agricultural Re-
search, located in the Nether-
lands, provides assistance to de-
veloping countries to strengthen
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their research capacity and capa-
bilities.

OECD The Organisation for Eco-
nomic Cooperation and Devel-
opment members are Australia,
Austria, Belgium, Canada, Den-
mark, Finland, France, Federal
Republic of Germany, Greece,
Iceland, Ireland, Italy, Japan,
Luxembourg, Netherlands, New
Zealand, Norway, Portugal,
Spain, Sweden, Switzerland, Tur-

key, United Kingdom, and United
States.

OPEC The Organization of Pe-
troleum Exporting Countries
comprises Algeria, Ecuador, Ga-
bon, Indonesia, Iran, Iraq, Ku-
wait, Libya, Nigeria, Qatar, Saudi
Arabia, United Arab Emirates, and
Venezuela.

UNDP United Nations Develop-
ment Programme.

USAID Agency for International

Development, US Department of
State.

USDA US Department of Agri-
culture.

WARDA The West Africa Rice
Development Association, based
in Liberia, deals with rice re-
search and development in fif-
teen West African countries.
WHO World Health Organiza-
tion.



1 Overview

The world economy is at a low
ebb, weakened by difficulties in
adjustment and by faltering
growth in the major industrial
countries. For much of the past
thirty years, growing interde-
pendence—through trade, capi-
tal, and migration—strengthened
the forces of economic expansion
and spread them around the
world. But, as recent events have
illustrated, these links can trans-
mit problems from country to
country just as surely as benefits.
In the industrial countries, large
fiscal deficits, tight monetary pol-
icies, and concern about inflation
have raised real interest rates to
unprecedented levels, curtailed
growth, and depressed the export
earnings of developing countries,
contributing to severe liquidity
problems for many of them. With
their ability to buy imports and
service their debt thus reduced,
many developing countries have
had little alternative in the short
term but to reduce growth.

In this year’s Report the dis-
cussion of the international econ-
omy and the prospects for growth
is arranged in three chapters.
Chapter 2 reviews the measures
taken by various groups of coun-
tries to cope with the sudden and
large shocks to the world econ-
omy during the 1970s. It con-
cludes that most developing
countries adjusted better than the
industrial countries over the 1974-
81 period. But the low-income
countries have been particularly

hard hit by the recession in the
industrial countries.

Chapter 3 describes the devel-
opment achievements of the past
three decades—a period of un-
paralleled economic growth, but
growth which was spread very
unevenly around the world.
Growth was particularly slow in
the poorest countries; even there,
though, tremendous progress was
made in improving the quality of
life and establishing the precon-
ditions for development.

Chapter 4 discusses the pros-
pects for the 1980s in the light of
recent events as well as longer-
term trends. It emphasizes that,
although international prospects
have worsened over the past year,
the middle-income countries
should be able to continue their
progress in narrowing the gap be-
tween themselves and the indus-
trial countries. But the prospects
for the low-income countries re-
main a matter of grave concern.
India and China may not be able
to sustain the progress they made
in the 1970s without continued
external assistance. In the other
low-income countries, which are
even more heavily dependent on
aid flows, output growth is likely
to remain severely depressed.

International issues and past
development

During the 1970s the developing
countries adjusted remarkably well
to the more turbulent conditions

in the world economy. Since 1973,
they have grown roughly twice as
fast as the industrial countries.
Faced with sharply increased
prices for their imports of fuel and
manufactured goods, developing
countries borrowed more, boosted
exports, and substituted for im-
ports. In many of them, invest-
ment rose as a proportion of GDP.

A rising level of investment and
sustained growth are both cause
and consequence of successful
long-run adjustment. Most de-
veloping countries were able to
make good use of their additional
borrowing in the 1970s. For a time,
rapid inflation and negative real
interest rates eroded the nominal
value of their debt-servicing ob-
ligations. Inflation is a mixed
blessing, however. It causes debts
to be paid off earlier, because
nominal interest rates rise to re-
flect lenders’ anticipation of the
lower real value of loan repay-
ments in the future. About one-
half of total developing-country
medium- and long-term external
debt carries variable interest rates.
Much of the new debt contracted
at fixed rates of interest has also
incorporated expectations about
future inflation. The heavier bur-
den of repaying existing debt and
the slowdown in net new borrow-
ings caused by high interest rates
has exacerbated the liquidity dif-
ficulties of many developing
countries—and some of the coun-
tries of Eastern Europe. Since 1979,
the rise in real interest rates has
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also reduced the real value of the
net resources transferred to de-
veloping countries.

Chapter 3 highlights the chang-
ing structure of the international
economy over the past thirty
years, with the emergence of new
clusters of buoyant economic ac-
tivity, notably in Japan and the
Pacific rim of Southeast Asia, the
Latin American economies, and
the oil exporters centered around
the Middle East. These changes
became more conspicuous in the
1970s, as growth in North Amer-
ica and Europe slowed while a
group of middle-income coun-
tries increased their investment
and exports and maintained more
rapid growth. The oil exporters
and semi-industrial countries be-
gan to narrow the gap in relative
terms between their per capita in-
comes and those of the OECD
countries. The low-income coun-
tries have, for the most part, re-
mained on the periphery, lacking
the energy resources or the man-
ufacturing capacity to achieve
rapid growth through trade. But
helped by very high domestic
savings, China and, to a lesser
extent, India and Pakistan have
significantly improved their per
capita incomes. In many other
cases, growth was hampered by
the weak performance of agricul-
ture, a weakness that grew more
marked in sub-Saharan Africa in
the 1970s.

Although growth requires an
increase in the primary factors
used in production, improve-
ments in the efficiency of their use
have been responsible for most of
the growth in developing coun-
tries. In Africa, in particular, re-
cent analysis suggests that the ab-
solute amount of investment
makes a less important contribu-
tion to economic growth than the
way investment is allocated and
used. There are many examples
of countries where high rates of
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investment have failed to pro-
duce high growth rates.

In most developing countries,
low- and middle-income alike, re-
markable social progress was
achieved over the past three dec-
ades. Literacy, health, and life ex-
pectancy not only reflect substan-
tial gains made amidst extreme
poverty, but also create their own
momentum of growth. By broad-
ening domestic technical and
managerial skills, changing the
attitudes of farmers and workers,
and, itis hoped, lowering the birth
rate, human development offers
the prospect that per capita living
standards can be improved faster
in the 1980s. This long-term im-
provement in human capital is one
bright spot that is shared by al-
most all developing countries.

Development prospects

Development prospects for the
international economy, discussed
in Chapter 4, have worsened over
the past year. The list of reasons
for pessimism is long: continuing
recession in the industrial coun-
tries (which also heightens the
threat of protectionist measures);
the developing countries’ adverse
terms of trade and depressed ex-
port volumes; high and more vol-
atile interest rates that limit bor-
rowing; and large debt repayment
burdens. If not soon overcome,
these barriers to growth could
condemn the world to the slug-
gish growth that is outlined in the
World Bank’s Low case. Devel-
oped from work with the Bank’s
global model, alternative scena-
rios illustrate some of the factors
that will determine the pace of
growth in the world economy. The
High case illustrates the condi-
tions for more rapid recovery from
present difficulties.

For developing countries, the
most salient features of an unfa-
vorable international outlook for

the 1980s are less aid, continued
weakness in commodity prices,
deteriorating export opportuni-
ties, and poor prospects for com-
mercial borrowing. The first two
factors are comparatively more
serious for low-income coun-
tries—and there is very little they
could do about them in the near
future. The other two would hurt
middle-income countries more;
but appropriate policy re-
sponses—flexibility in policies to-
ward trade and industry, plus in-
ternal adjustments to enhance
creditworthiness—would ~ miti-
gate their harm.

The Low case growth rates are
clearly inadequate in the light of
the developing countries’ past
performance as well as their po-
tential, expectations, and needs.
Even among the major exporters
of manufactures and the oil ex-
porters, unemployment and un-
deremployment have character-
ized all but a few of the fastest
growing economies. Should the
Low case come about, the social
and political tensions created by
rising unemployment would se-
riously complicate the tasks of
economic management.

The Low and High cases are
neither forecasts of what will hap-
pen nor firm boundaries of fea-
sible outcomes. They are, at best,
likely outcomes under combina-
tions of either reasonably good or
relatively undistinguished poli-
cies in the developing countries
themselves, and of policies in de-
veloped countries that are either
fairly helpful toward growth and
development or rather unhelpful.
If the slow-growing countries were
to emulate the average growth
achieved in the past, while those
which had had average growth
rates were to match the fastest
growers, even the High case pro-
jections could be comfortably ex-
ceeded. The final outcome cannot
be forecast because it is not pre-






their application in differing cir-
cumstances

® Rural poverty and food se-
curity

® Policy considerations and
conclusions.

Agriculture and economic growth

In the past three decades agri-
cultural output has increased at
twice the rate of earlier periods.
For the developing countries,
these aggregates conceal large re-
gional and intracountry differ-
ences. In most poor countries
population growth sharply re-
duced the benefits—for low-in-
come countries as a group to a
modest 0.2 percent a year per
capita over the 1960s—and per
capita agricultural and food out-
putdeclined in the 1970s. The poor
of the low-income countries still
face a severe food problem.

Agriculture dominates low-in-
come economies, 70 percent of
whose population depends on it.
Its growth in large part dictates
the growth of their GDP. The mass
of the population spends 60 to 70
percent of its income on food,
while many nonagricultural activ-
ities depend on agriculture—not
least government itself, through
its agricultural tax base.

As development proceeds, ag-
riculture’s role diminishes, even-
tually accounting for a small
fraction of both output and
employment at advanced stages
of development. For most devel-
oping countries, however, it re-
mains critical, because its prog-
ress determines the speed at which
countries can industrialize. In
general terms, cost-reducing in-
novation and investment are cen-
tral to speeding up agricultural
growth. The benefits of produc-
tivity gains are partially trans-
ferred to consumers, because low
food (and other commodity) prices
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stimulate the rest of the economy,
while keeping it supplied with la-
bor leaving the land for more pro-
ductive employment.

One point emerges very clearly
from the diversity of experience
of the developing countries: rapid
growth in agriculture and in GDP
go together. Where the pursuit of
industrialization—the favored
target of planners in the 1950s and
1960s—has been successful, ag-
ricultural progress has not been
sacrificed. Success in agriculture
strengthens and helps sustain the
momentum of the whole econ-
omy. Of equal importance is the
contribution of sustained agricul-
tural growth to the reduction of
poverty.

The balance of interests be-
tween producers and consumers
is the central issue of agricultural
policy, and one governed by pric-
ing structures. In the pursuit of
goals other than agriculture’s de-
velopment, developing-country
planners have often tilted their
pricing policy against agricul-
ture—and paid a heavy price in
lost agricultural growth. Incen-
tives to farmers to invest and pro-
duce is a key stimulant to agri-
cultural growth.

By contrast, the industrial
countries protect agriculture to
maintain some parity in incomes
between farmers and other work-
ers. This protection is extremely
expensive—unnecessarily so,
since it has spurred increases in
agricultural output beyond eco-
nomically justified levels and has
seriously distorted international
comparative advantage.

For policymakers, the chal-
lenge is to adjust domestic poli-
cies and to build a trading system
in which comparative advantage
can play a greater role in produc-
tion. Faster progress on this front
is clearly desirable to enlarge the
developing countries’ access to
markets and, in the long run, to

ensure that the world’s agricul-
tural resources are more effi-
ciently used to increase per capita
supplies of food.

The sources of growth

The tie between agriculture and
nature distinguishes farming from
most other activities. Innovation
and investment have to be related
to the specific environmental con-
texts. For example, the leading role
of water control (irrigation, drain-
age, flood control) in populous
Asia contrasts with the emphasis
on basic infrastructure in some
areas of Latin America and Af-
rica, where land is ample. The
public sector plays a dominant role
in providing both infrastructure
and large-scale irrigation sys-
tems, and faces special problems
of management and financing in
operating them. It also takes the
lead in biological research,
whereas mechanical and chemical
innovations are dominated by the
private sector.

No universal package of pre-
scriptions can be offered. Nature,
feasible cropping systems, avail-
able technology and the means to
acquire and use it—they all vary
too widely for any simple formula
to make sense. However, a few
lessons are clear.

® Investments in agricultural
research, the result of both inter-
national and national initiatives,
have paid off handsomely and
have fueled growth during the
past twenty years. The blending
of basic science, applied research,
practical experience, adequate in-
centives, and investment has
yielded tremendous increases in
output for certain crops, princi-
pally rice and wheat, in certain
conditions. Given this high rate
of return, investment in research
should be not only maintained but
accelerated. Specifically, it should
be aimed at the hitherto neglected
areas: rain-fed crops, root crops



(cassava),and coarse grains
(sorghum, millet), so as to boost
productivity in humid and semi-
arid areas—particularly sub-Sa-
haran Africa.

e Water control—largely irri-
gation but also drainage and flood
control—is a major source of in-
creased productivity. If a farmer
is to adopt a new variety of seed
and apply the right amount of fer-
tilizer, he must be assured of ad-
equate supplies of water deliv-
ered on time. Such assistance has
generally provided high rates of
return, though it requires consid-
erable investment and strong lo-
cal organization. Private sector ir-
rigation, mainly by means of
tubewells and small pumps, com-
plemented the Green Revolution
in South Asia. Where this tech-
nology can be applied, it remains
an important factor in boosting
agricultural output. In the future
as in the past, however, the size
and collective nature of the in-
vestments will require heavy re-
liance on public sector irrigation.
In the larger irrigation systems,
intelligent water management is
a precondition for high produc-
tivity. Further investment in irri-
gation should go hand in hand
with efforts to reform the man-
agement of the systems already
completed and operating. The
waste of scarce and expensive ir-
rigation water remains very large.

e With urbanization and the
growth of the cash economy,
marketed food production will
need to increase very rapidly. This
will require considerable invest-
ments in crop storage, process-
ing, and transport. Here espe-
cially, there is need for
governments to consider care-
fully the respective roles of the
public and private sectors in fi-
nancing and managing those in-
vestments. Public schemes need
continuous scrutiny to ensure that
they are employed to best effect.

Efficient and equitable private
sector performance needs effec-
tive government policies and
administration.

Rural poverty

Worldwide, absolute poverty is
overwhelmingly concentrated in
the rural areas of developing
countries. The 1980 Report esti-
mated that 780 million people,
excluding China and other low-
income centrally planned econo-
mies, were living in absolute pov-
erty. In China probably 150 mil-
lion people live just above the
poverty line. The one-fifth to one-
quarter of the rural poor who are
effectively landless have much the
same income as very small farm-
ers—close to bare subsistence—
but they are more vulnerable to
calamities and harder to reach with
development programs.

Economic growth is the ulti-
mate remedy for rural poverty. In
fast-growing economies—mainly
middle-income countries—abso-
lute poverty has been greatly re-
duced as new employment was
created off the farm, in both rural
and urban areas.

Certain special initiatives will
help reduce rural poverty and
stimulate growth at the same time.
Projects aimed at small farmers
can boost productivity, especially
if the projects are simple, focused
on priority problems, and well in-
tegrated with government admin-
istration. Employment away from
the farm also boosts incomes and
has a direct relationship with ag-
ricultural prosperity. Agrarian re-
form that increases security of
tenure can also increase produc-
tivity, and sometimes so can land
reform, though most of the rural
poor live in areas where farms are
already small and land inten-
sively used. Rural public works
can reduce rural poverty, often
very cheaply; bv converting am-
ple labor into needed capital, they

help accelerate agricultural
growth. The intensive involve-
ment of the local population in
the planning, execution, and fi-
nancing of these initiatives plus
sound design and good manage-
ment appear to be the major de-
terminants of their success.

Since the rural poor spend a
large proportion of their budgets
on food, they benefit as con-
sumers from cost- and price-re-
ducing agricultural development,
especially if research is expanded
on the crops they produce and
consume. But food security for
poor people will remain a priority
for many years. This should in-
clude famine-related relief pro-
grams and schemes to reduce
chronic undernutrition.

Without careful attention to tar-
geting, food distribution pro-
grams to combat malnutrition
often involve heavy budgetary
costs—without necessarily doing
much to improve nutrition among
the rural poor. Governments
should therefore consider whether
these programs could not be bet-
ter targeted and the resources
saved then spent on direct in-
vestments in agriculture itself.
Food subsidies are invariably po-
litically charged, so governments
may find it difficult to rearrange
their budget priorities. But limit-
ing distribution of subsidized food
to the needy would cut the budg-
etary costs of subsidies without
compromising their nutritional
objectives.

Conclusions

For many years, the contribution
of agriculture to growth and the
capacity of traditional farmers to
change were controversial and lit-
tle understood issues. That is no
longer so. Economic growth has
gone hand in hand with agricul-
tural progress. All farmers—small,
medium, and large—respond to
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economic incentives. Far from
being “tradition-bound peas-
ants,” farmers have shown that
they share a rationality that far
outweighs differences in their so-
cial and ecological conditions.
Farmers can contribute to agri-
cultural investment. Even those
farming only a few acres, save a
substantial part of any extra in-
come and invest it on their farms.
They also use their own and their
families” labor to level land, grow
trees, dig ditches, and build paddy
terraces—all activities that create
the capital to produce more ag-
ricultural output in the future.
Small farmers can be highly pro-
ductive, typically producing more
from each acre than large farmers
do. Programs and policies favor-
ing smallholders can thus offer
good economic returns as well as
increase employment and reduce
rural poverty.

Given incentives and opportu-
nity, farmers will expand output.
That does not mean that govern-
ments and other official agencies
should confine themselves solely
to fixing those incentives. Re-
search and technology need to be

developed and adapted to local
conditions. The lack of technolog-
ical improvements suitable for Af-
rican conditions is a main reason
for Africa’s poor performance so
far. Internationally financed pro-
jects in agriculture are necessary
to overcome obstacles, to dem-
onstrate how to increase output,
and assist in devising programs
to benefit the poor. Major invest-
ments in irrigation, transport, and
marketing networks are also
needed, which require external
assistance.

The constraints on agricultural
growth do not lie in the behavior
of farmers; they are willing to work
hard, to adopt profitable inno-
vations, or to invest for the fu-
ture. Instead, the constraints are
to be found in the environment
in which farmers operate: the
technology available to them, the
incentives for production and in-
vestment, the availability and price
of materials such as fertilizers, and
the provision of irrigation.

The future thus depends on a
number of factors—particularly
the policy framework, advances
in research, and the international

environment. The proper incen-
tive to farmers must be comple-
mented by infrastructure. New
research  breakthroughs—espe-
cially for controlling tsetse fly and
developing improved varieties of
coarse grains, roots, and tubers—
could open up and increase the
productivity of vast areas. The in-
ternational community can and
should provide support.

Aid for agriculture increased in
the 1970s, reflecting both a rising
volume of aid in general and the
increased share going to agricul-
ture in particular. That in turn re-
flects changing perceptions among
both donors and recipients about
the role of agriculture and a clearer
understanding of its importance
in dealing with poverty. The ex-
perience of aid-supported agri-
cultural development in the 1970s
was in many cases novel. Aid
helped finance a wider variety of
programs and embraced more
countries than ever before, forg-
ing new partnerships between
donors and recipients. That past
provides the spur for the future.



Part I International Development Trends

2 The world economy in transition

In the early 1970s, after more than
two decades of rapid develop-
ment, the world economy en-
tered a period of transition. It be-
came necessary to adjust to
inflation, the realignment of cur-
rencies following the collapse in
1971 of the Bretton Woods system
of fixed exchange rates, the 1972
74 food crisis, the 1973-74 quad-
rupling of oil prices, and the de-
celeration of growth in oil sup-
plies. These factors led to a short,
sharp recession in 1974-75. Then,
after three years of recovery, a
further adjustment was required
as oil prices doubled in 1979-80,
inflation accelerated, and ex-
change and interest rates became
unusually volatile.

The recession these events in-
duced has been unexpectedly
prolonged. In the industrial coun-
tries, economic policies that had
successfully coped with earlier
cyclical downturns, and even to
some extent with the recession of
1974-75, are proving inadequate,
and growth has faltered. The de-
veloping countries, despite the rise
in their current account deficits
from $40 billion in 1979 to $115
billion in 1981, have been much
more successful than the indus-
trialized countries in adjusting to
the new situation. Many have
been helped by policies they in-
stituted in response to events of
the early 1970s, by their high in-
vestment rates, and by the help-

ful developments of the later 1970s
in international trade and capital
flows. Nonetheless, even for
thriving middle-income coun-
tries, the current economic envi-
ronment is fraught with difficul-
ties. For many people in the
poorest developing countries—
particularly in sub-Saharan Af-
rica, where income per person has
not grown for a decade—the abil-
ity to maintain even basic pro-
duction activities may be compro-
mised.

This chapter reviews how
countries have adjusted and de-
scribes the actions taken to re-
store external deficits to sustain-
able levels, with or without
reductions in economic growth
rates. The review identifies poli-
cies—both those which can
strengthen individual economies
and those which can improve the
international environment—that
would help development prog-
ress in the remainder of this dec-
ade. Alternative projections of
growth in the 1980s are discussed
in Chapter 4. They are based on
a long-term view of determinants
of growth and, in particular, on
assessments of the developing
countries’ ability to modify their
economic structures. To provide
this perspective, Chapter 3 ana-
lyzes trends in the groups of de-
veloping countries, and their re-
lations with the international econ-
omy, over the past three decades.

Adjustment in 1973-78

As described in more detail in
World Development Report 1981,
countries have four ways of re-
sponding to external shocks. The
current account deficit can be
brought back to sustainable levels
by (1) slower growth, which cuts
the demand for imports, or (2)
switching production toward ad-
ditional exports and import sub-
stitutes. External borrowing can
be used to provide countries with
additional investment resources
(3) to help make these structural
adjustments or (4) to postpone
making adjustments.

All four mechanisms were at
work after 1973: the annual growth
of developing countries as a group
fell sharply, from 5.8 to 4.6 per-
cent, but there was a more drastic
deceleration in industrial coun-
tries, from 5.1 to 2.4 percent (Table
2.1 and Figure 2.1). The general
pattern—of better growth per-
formance by middle-income
countries than by richer or poorer
countries (Figure 2.1)—conforms
to that since 1960. Among devel-
oping countries, the low-income
sub-Saharan countries were least
able to make structural adjust-
ments; but in India and China,
with large, relatively self-suffi-
cient economies, the effect of ad-
verse external events was more
than offset by high domestic in-
vestment and good agricultural
performance.






ple Ivory Coast, Republic of Ko-
rea, Philippines, Singapore, Thai-
land, Tunisia, or Uruguay)
generally adjusted more effec-
tively than those with inward-
looking policies (such as Colom-
bia, Kenya, Peru, Turkey, or
Yugoslavia).

in the industrial economies out-
put continued to grow at mod-
erate rates through 1979. Output
began to stagnate in the course of
1980, beginning a slowdown
which is likely to continue through

1982, as many of these economies
seek to curtail inflation through
restrictive demand management
policies while adapting their pro-
duction structures.

The developing countries’ per-

Table 2.2 Resource gap as percentage of GDP, 1974-80

. . Country group 1974 1975 1976 1977 1978 1979 1980
Adjustment in 1979-82
Primary producing 3.0 53 3.2 4.6 4.0 3.0 4.6
. . Least developed 7.3 11.2 6.9 5.5 9.0 7.2 5.2
Overall, the immediate slow-  p o0 csoiin Asia 1.9 23 06 12 15
down in growth rates in 1980-81  Semi-industrial coun-
was less marked than in 1974-75, . ‘riESA gz 58 35 éi (1)2 3-7 4.2
. . . atin America . 34 1.3 -0. -0. .5 1.9
suggesting that previous adjust- Southeast Asia 7.2 63 20 04 36 56 61
ment actions had created more re- Others 8.6 8.4 6.6 6.2 4.0 4.4 6.1
silient economic structures. The 101‘11 GXPPYI‘HS y -157  -09 1.0 5.0 71 -13 =32
. . . . ndustrial market
doubling of oil prices in 1979-80 economies 04 —06 0.3 05 0.0 05 0.9

brought about the same terms of
trade loss, some 2 percent of GDP,
as the quadrupling in 1973-74, but

Note: Country groups are as defined and analyzed in the World Development Report 1981,
p. 65. Fifty-six countries, for which adequate data exist, are included in the calculations

of the analytical group totals.

Table 2.3 Response of consumption, investment, borrowing, and growth to external shocks,

1970-72 to 1975-78
(percentage of 1970-72 GDP)

Semi- Semi- Industrial
Least Populous  Primary industrial industrial Other semi-  Oil market
Item developed South Asia producing Southeast Asia  Latin America  industrial exporters economies
Impact of external shocks
Loss due to relative price changes 1.0 1.0 0.4 1.8 0 1.8 -20.2 1.7
Investment price effects 0.6 24 0.8 0.4 -03 1.1 -4.0 0.9
Consumption price effects 0.4 -1.4 -0.4 1.4 0.3 0.7 -16.2 0.8
Mode of adjustment
Absorption reduction -4.1 1.3 -23 34 0.2 -1.2 —24.8 1.2
Decrease in real investment
shares 0.3 -15 -2.0 ~4.5 -18 -1.2 -13.6 2.6
Decrease in real consumption
shares -44 2.8 -0.3 7.9 2.0 0 -11.2 -14
Additional real external capital
flows 5.5 -0.8 2.8 0.4 0 3.4 4.6 0.5
Change in external deficit due to
change in GDP? -04 0.5 -0.1 -2.0 -0.2 -04 0 0
Memorandum item
Growth in GDP per capita,
1970-79 0.6 1.5 2.7 6.1 4.2 3.2 3.5 2.3

Note: Country groups are the same as in Table 2.2. The above table may be interpreted as follows. Losses in national income arise from

o

unfavorable movements in import prices compared with export prices. When these price movements are measured relative to the
GDP price index, they can be translated into increases in the price indexes of investment or consumption goods relative to the GDP
price index. The distribution of the total shock between these components is influenced by government policies. This information is
shown for the major country groups in the upper part of the table: their sum equals external shocks to which adjustment was necessary.
Countries responded to these shocks by (1) reducing absorption which was distributed over consumption and investment; (2) borrowing
from abroad and, where necessary, (3) slower growth. The relative reliance on these modes of adjustment appears in the lower part
of the table.

Thus, in the semi-industrial Southeast Asia group, for example, the average annual terms of trade loss in 1975-78 relative to 1970-72
was 1.8 percent of average 1970-72 GDP. These fell more on consumption goods (1.4 percent) than on investment goods (0.4 percent).
The losses were more than fullv accommodated by reduced real domestic expenditure relative to GDP: the net domestic resources
thus conserved (3.4 percent of 1970-72 GDP) were attributable to large reductions in the real consumption share (7.9 percent) offsetting
a rise in the real investment share (4.5 percent). Real external capital flows accounted for an additional 0.4 percent of 1970-72 GDP.
Together these modes of adjustment were sufficient to permit growth. For a more detailed discussion of the methodology, see Hardy
and Kharas.

. This line reflects the impact on the external deficit of changes in GDP measured in 1970-72 US dollars. It therefore incorporates both

real domestic growth and real exchange rate movements.












of the past decade has been un-
even. Peaks in the prices of com-
modities other than fuel were re-
corded in 1973-74 and again in
1976-77 (Figure 2.4) and helped
many countries offset the rise in
fuel import bills. But many poor
countries, such as Bangladesh,
Tanzania, and Zambia, suffered
greatly in the 1970s from low
commodity prices, which led to
squeezes not only on their bal-
ances of payments but also on fis-
cal budgets. In the current world
recession, commodity prices are
severely depressed. For oil-im-
porting countries, these adverse
trends have been mitigated some-
what in 1982 by a 9 percent fall

lated oil-exporting countries (no-
tably Kuwait, Libya, Qatar, Saudi
Arabia, and the United Arab
Emirates) led to a massive growth
of remittances to South Asia and
Arab labor-exporting countries.
There are also considerable re-
mittance flows from the United
States to Mexico and Central
America and from South Africa
and certain West African coun-
tries to neighboring nations. For
more than a dozen countries, re-
mittances became a sizable frac-

tion of merchandise exports; for
Egypt, Pakistan, and Turkey, the
fraction was over 75 percent in
1978-79 (Table 2.6). Some coun-
tries, notably the Republic of Ko-
rea, became successful in win-
ning construction contracts in the
Middle East. Earnings from such
activities are an important source
of funds for adjustment. Certain
countries can increase their share
in construction activity in the
Middle East, but overall the real
rate of growth of remittances from

Table 2.6 Remittance inflows to major labor-exporting countries,

1978-79

Remuttance inflow as

Remittance inflow percentage of
in the real price of petroleum. Region and country (millions of dollars) — merchandise exports
Even so, low-income countries Europe and North Africa
have suffered far more from fall- Cyprus 70 18
ing commodity prices and export Slreece 328 3(1)
. rocco
volumes than they have gained Po(;tugal 1,690 29
from falling petroleum prices. Spain 1,750 13
Tunisia 220 25
Turkey 1,010 77
: Yugoslavia 2,940 43
Remittances Middle East
Remittances into Portugal, Tur- Egypt 1,760 89
. Sudan 70 12
key, Yugoslavia, and other coun- Asia
tries of southern Europe from their Bangladesh 115 21
nationals working abroad grew at India 1,020 15
30 t ¢ 1960 Pakistan 1,300 77
over 30 percent a year from Africa
to 1972, and thereafter grew at 15 Benin® 25 17
percent in current dollars. From IEJ’Iah Volt Zg 28
1973 onward, the large flow of pper Yora
migrants to the sparsely popu-  a. 1977.
Table 2.7 Global current account balances,
excluding official transfers, 1970-82
(billions of current dollars)
Country group 1975 1976 1977 1978 1979 1980 1981 1982
All developing
countries? -109 -402 -245 -27.7 -436 -40.2 -77.5 -115.2 -109.2
Oil importers -86 -371 -252 -232 -253 -43.7 -73.3 —88.0 -82.4
Low-income -1.7 -3.7 -0.8 -1.6 ~-4.8 -7.1 -12.1 -12.2 -12.9
Middle-
income -69 -334 -244 -216 -205 -36.6 -61.2 -75.8 -69.5
Oil exporters -2.2 -25 -03 -55 -17.6 5.1 -17 -29.3 —26.8
High-income oil
exporters 2.8 31.2 36.6 33.0 18.6 57.3 103.3 76.1 35.0
Industrial nonmarket economies 2.0 -64 -4.5 -2.1 0.5 0.8 2.4 .. .
Industrial market economies 12.1 22.1 1.7 -3.2 280 ~-11.8 -40.1 1.8 15.3
World 6.0 6.7 9.3 0.1 3.5 6.1 -11.9 -37.3 -58.9

a. China is included in “all developing countries” but not in the subaggregates.
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formed better than industrial
countries in both recessions of the
past decade and in the interven-
ing recovery period. Multiple
growth poles have emerged in East
Asia, South Asia, the Middle East,

and Latin America, and in all these
regions are economies that have

responded vigorously to the
changed economic environment.
Many other developing coun-
tries, in particular the least de-
veloped, have yet to adjust. Since
these countries have limited room
for maneuver, the adverse terms
of trade developments have taken
their toll of GDP growth and con-
sumption progress. Necessary ac-
tions to raise investment are likely

to be very painful. The decline in
real aid in 1981, the hard terms
and constrained volume of other
real capital inflows, and the col-
lapse in commodity prices have
severely affected those countries
which have least adjusted and are
least able to adjust. Sub-Saharan
low-income countries have faced,
and continue to face, the prob-
lems to a severe degree.

On balance, it appears that a
number of external factors that
helped developing countries’ ad-
justments in the 1970s (notably,
growth in remittances, trade, and
concessional aid) are now oper-
ating less strongly and others (es-
pecially interest rates) are work-

ing against them. Even if these
deteriorating trends are halted and
reversed, more of a premium is
placed on developing countries’
own development efforts and
policies. Before examining pros-
pects for the 1980s, however, we
discuss in Chapter 3 some of the
longer-term determinants of
growth, such as human and in-
stitutional development, and the
immense expansion in interna-
tional trade and capital flows that
has changed the production
structures of countries and
strengthened the economic links
between them.
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varieties of crops. Studies of pro-
ductivity for a variety of food crops
in Latin America, Africa, and Asia
indicate strongly that where mod-
ern farming technology is avail-
able, its use, and hence the yields
achieved, depend to a great ex-
tent on the literacy of farmers.
Although the conditions for
steady growth are impossible to
prescribe, high levels of invest-
ment, efficiently deployed, are
obviously necessary. This in turn
requires either substantial domes-
tic savings or foreign capital in-
flows. Human development that
reduces the rate of natural pop-
ulation growth is also vital: high
rates of population growth re-
duce savings, use up capital, di-
minish the ratio of available land
and other resources to popula-
tion, and thus, especially in ag-
riculture, increase the capital re-
quired for additional output. Social
programs have succeeded in re-
ducing fertility in many middle-
income countries and several low-
income countries, and strikingly
so in China, Sri Lanka, and parts
of India. By contrast, population
growth rates in many other South
Asian, Middle Eastern, Latin
American, and most African
countries remain high despite high
mortality. A stable set of public
policies, capable of being ad-
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justed to new circumstances from
time to time, is also important.
This requires a degree of political
cohesion and administrative ca-

pacity.
Conclusions

This review of long-term trends
emphasizes that there is some-
thing of a virtuous circle in suc-
cessful countries. Growth is not
automatic, but must be carefully
nurtured, more so in times when
the international environment is
unfavorable. Investment is sus-
tained over long periods if re-
turns are high, which in turn en-
courages both domestic savers and
foreign lenders. The ability to
produce exports and import sub-
stitutes at internationally compet-
itive prices helps provide foreign
exchange and raise investment ef-
ficiency. For the remainder of the
1980s, most of the middle-income
developing countries now have
sufficient flexibility to continue
their growth, provided that the
international framework of trade,
capital, and labor movements is
sustained.

For many of the low-income
countries, the long-term trends
offer less reassurance for the fu-
ture. The achievements of these
countries in developing human

resources at low-income levels
have been impressive, although
continued poverty, as measured
by both economic and social in-
dicators, remains the dominant
characteristic of their economies.
Slow growth in many low-income
countries reinforces the central
worldwide concern with the
growing gap between rich and
poor. Only the relatively self-suf-
ficlent economies of China and
India have laid foundations for
continued per capita income
growth through high rates of in-
vestment. The majority of low-in-
come countries, however, remain
extremely vulnerable to interna-
tional economic pressures.

The problems faced by the less
successful middle-income coun-
tries, particularly those still de-
pendent on primary commodity
exports, and by poor groups in
middle-income countries, should
not be underestimated. Nonethe-
less, it is clear that in the years
to come, development assistance
should be concentrated in the low-
income countries. The people of
these countries start the decade
most vulnerable to failures in
growth, but with enough aid to
sustain the implementation of ra-
tional policies, they could now
begin the transition to a rapid ex-
pansion in incomes.



4 Prospects for the 1980s

This chapter updates the exten-
sive discussion of the prospects
for the world economy in the 1980s
contained in last year’s Report.
While the events of the past year,
described in Chapter 2, have not
substantially changed the longer-
term view, it will clearly be less
easy than was earlier thought for
growth in the developing coun-
tries to reach the High case (see
Box 4.1 for discussion of illustra-
tive growth scenarios). Industrial-
country growth may be re-
strained; aid and remittances will
grow more slowly than forecast
earlier; new debt will be costlier
and will come on top of existing
debt, the repayment of which is
less likely to be eased by inflation
than was the case in the 1970s. It
may be more difficult for devel-
oping countries to repeat past
achievements in export growth
and in penetrating markets in in-
dustrial countries. The prospects
for nonfuel commodity prices are
particularly poor. Given the lig-
uidity squeeze and the greater
difficulty of borrowing at high in-
terest rates, developing countries’
external adjustment may have to
be achieved by accepting lower
growth, especially in the first half
of the 1980s.

The industrial countries

Last year a plausible set of scen-
arios for the annual growth of

output in the industrial countries
in the 1980s lay between 2.8 and
3.6 percent. As unemployment
reaches 30 million in these coun-
tries, many observers have be-
come increasingly concerned
about the adequacy of existing
policies for achieving the joint
goals of stable prices, full em-
ployment, and satisfactory out-
put growth. Unless industrial
countries come quite close to the
High case, it is unlikely that they
will be able to reduce unemploy-
ment to acceptable levels in this
decade. The High case implies
growth of output from now until
1990 at 4.3 percent a year (which
compares, say, with 5.1 percent
in 1960-73). This could be
achieved, but with considerable
difficulty. Such a high rate of
growth would at first be facili-
tated by cyclical recovery, but it
would need to be sustained by
high investment in the produc-
tive and service sectors and in en-
ergy conservation. Such invest-
ment is at present held back in
many OECD countries by high real
interest rates.

For the industrial nonmarket
economies, the outlook has also
worsened over the past year as
the magnitude of their structural
crises has become apparent. Their
growth prospects are important
for the few developing countries
tied to Eastern Europe and the
USSR through trade and aid. The

Polish debt difficulties have had
a chilling effect on the world en-
vironment for capital flows, which
is beginning to be felt by several
countries including Romania and
Hungary.

In addition to recovery in the
OECD, the High case presup-
poses strong efforts to maintain
and enlarge international trade
flows. Such measures are partic-
ularly important for the middle-
income countries needing to serv-
ice large debt obligations. But low-
income countries would also ben-
efit. In particular, smooth in-
creases in energy export volumes
and prices are desirable, since er-
ratic changes have in the past in-
duced inflation and large swings
in trade and payments balances,
and inhibited growth. In addi-
tion, trade expansion facilitates,
and is in turn encouraged by,
larger capital movements. Low-
income economies are especially
constrained by shortages of for-
eign exchange; greater flows of aid
and other capital are an integral
component of High case growth
for these countries.

These elements of the High case
scenario, however, are only partly
visible at present. The current
weakness in oil prices is a mixed
blessing for developing countries.
For the oil exporters, who make
up one-fifth of the population of
developing countries, it often
means curtailing planned devel-
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are for the relatively slow growth
of world trade and only a modest
recovery from the present se-
verely depressed commodity
prices.

Oil prices

After rising until mid-1981, the real
price of oil fell for a period, as it
did from 1975 to 1978; but this fall
is not likely to affect the long-term
upward price trend. This trend is
determined by demand and sup-
ply conditions, which have not
substantially changed over the
past year. As expected, some suc-
cessful oil exploration has added
modestly to reserves, but invest-
ment in alternative fuel sources
has declined somewhat. Gas de-
velopments are also lagging. Ex-
ploration for oil and gas and in-
vestment in new developments
are capital-intensive activities with
long lead times. Such activities
tend to be curtailed when interest
rates are high. The impetus for
substituting coal for oil has be-
come, for the time being, less
strong, and investment in the ex-
traction of fuel from tar sand and
shale has likewise been almost
abandoned as capital costs have
risen. The price increases from
1973 to 1981 have induced sub-
stantial conservation in most
countries, but more fundamental
changes in the design of new
buildings and equipment have
been delayed by the slowing down
of investment in industrial coun-
tries. The stock of capital is, by
and large, still much more energy
intensive than available technol-
ogy would permit, and this con-
strains efficiency.

Overall, a real increase in the
price of oil of some 2 percent an-
nually from 1982 to 1995 seems
most likely (Table 4.2), although
it is impossible to be precise about
the trajectory. Rates of growth in
industrial countries, the main
consumers, will exert the major
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influence on prices, as will pro-
duction levels, which in Iran and
Iraq are now curtailed by war.
Barring disruptive events, the
most likely outcome is no change
in real terms until about 1985, with
increases of 2.5 to 3 percent an-
nually thereafter if production ex-
pands roughly in line with de-
mand. It would take until around
1995 to reach a price of $41 per
barrel (in 1981 prices). This is
slightly lower than was assumed
last year, and such a trajectory
would help support higher
growth. But if, because of supply
constraints, the oil price rose by
over 3 percent annually over the
1980s or increased sharply in a
single year, this would have an
adverse effect on growth. Both oil
importers and oil exporters have
an important role in avoiding the
price fluctuations that have proved
so damaging to their own econo-
mies, to those of the oil import-
ers, and to the world economy as
a whole.

Commercial capital flows

The international environment af-
fects commercial capital flows to
developing countries in two ways.
First, interest rates (determined
mainly by the industrialized mar-

Table 4.2 Average OPEC
petroleum prices, 1970-95

1981 dollars
Year per barrel
1970 4.1
1974 19.9
1978 15.3
1979 19.8
1980 294
1981 343
1982 32.0
1985 32.0
1990 37.0
1995 41.0

Note: For 1970 this price refers to Saudi
Arabian light, f.o.b. Ras Tanura; for the
following years it refers to the weighted
average f.0.b. price of petroleum exports
from OPEC countries.

ket economies but modified by the
"spread” each borrower pays) af-
fect the volume of debt a country
can prudently afford to incur. Real
interest rates are now very high
(the London Interbank offer rate
averaged 16.5 percent in 1981,
while real interest rates on US
dollar commercial loans seem to
be well over 7 percent), and nom-
inal rates still exceed most fore-
casts of inflation by a wide mar-
gin. Although both inflation rates
and interest rates are expected to
decline as monetary policies be-
gin to achieve their objectives, real
interest rates are likely to remain
well above the 2 percent real rate
that prevailed from 1960 to 1970,
and far above the negative rates
of much of the 1970s. Second, the
developing countries’ ability to
service future debt depends on the
buoyancy of their exports. Thus,
for both reasons, if the present
austere environment were to con-
tinue throughout the 1980s (that
is, if the Low scenario were to
prevail), developing countries’
borrowing from financial institu-
tions would scarcely grow at all
in real terms (Table 4.3). Net me-
dium- and long-term borrowing
would average about $90 billion
a year for the rest of the 1980s.
If the industrial countries re-
cover rapidly, the developing
countries’ borrowing would in-
crease, underwritten by larger ex-
port revenues; their net annual
borrowing over the decade would
average at least $115 billion. Eco-
nomic recovery in industrial
countries would not only enlarge
the market for manufactured ex-
ports but also strengthen those for
agricultural products and min-
erals. The rapidly growing and
exporting countries may well find
access to capital markets easier
than the High scenario implies for
the group as a whole. Low-in-
come countries, whose share is
2.2 percent of total private flows,



are likely to gain little additional
access to capital markets.

Private direct investment may
also be a source of buoyancy. After
remaining at a plateau in the 1974-
77 period, private direct invest-
ment in developing countries has
grown at over 20 percent a year
in nominal terms. Some countries
that earlier had not sought to at-
tract private investment are now
changing their policies to take ad-
vantage of the technology and
management package it can bring.
This change in policies is likely to
increase total capital inflows
somewhat, particularly to coun-
tries that are growing well.

In the 1980s some forty coun-
tries will continue to rely almost
entirely on official development
assistance (ODA) to supplement
domestic resources for physical
and human development. This is
particularly the case in sub-Sa-
haran Africa. For some countries,
if aid flows are large enough and
combined with improved domes-
tic policies, the 1980s could be the
turning point in development.
Another fifty countries should be
able to reduce their dependence

on ODA, provided they replace
such assistance with nonconces-
sional flows gradually enough to
remain creditworthy and to man-
age their debt-service obligations.
Official flows can play a key role
in the transition because the ma-
turity of these loans is relatively
long.

If industrial countries’ recovery
is further delayed, aid flows are
assumed to grow in real terms
even more slowly than GNP, thus
reducing the share of official de-
velopment assistance in the GNP
of DAC member countries to about
0.33 percent. The share of private
financing in total capital flows
would thus grow markedly. In the
High scenario a slightly higher
growth of aid is postulated to
maintain the ratio of ODA to GNP
at about 0.37 percent. If the de-
velopments of the past three years
are continued, the latter could be
achieved (Box 4.3). Official as-
sistance from OPEC, and in par-
ticular from the high-income oil
exporters, has been much higher
in relation to GDP than that from
OECD countries; this has been
made possible largely by their

Table 4.3 Net financing flows, all developing countries, 1970-90

(billions of current dollars)

balance of payments surpluses.
Despite the expected reduction in
the size of these surpluses, in the
absence of data on official inten-
tions, aid from high-income oil
exporters is assumed to remain at
its present level in relation to GNP.

Prospects for developing
countries

The performance of developing
countries in the 1980s will depend
partly on developments in the in-
ternational environment, de-
scribed above, and partly on do-
mestic policies. As was stressed
in Chapter 2, in very large de-
veloping countries and in indus-
trial and newly industrializing
countries, growth paths depend
largely on domestic policies, which
can be chosen from among a va-
riety of possible options. But small
low-income countries have lim-
ited policy options, and global
economic conditions are of the ut-
most importance to them. The de-
velopment of the poorest, most
slowly growing countries in sub-
Saharan Africa in the immediate

Projected, 1990

Annual grototh rates

1980-90  1980-90
Net financing 1970 1980 1981 1982 Low case  High case 1970-80  Low case  High case
Official transfers 1.2 12.8 13.6 28.3 32.7 26.0 8.9 10.5
Private direct investment 2.5 15.3 15.8 19.4 24.4 16.8 5.1 7.5
Medium- and long-term loans,
net disbursements 9.1 57.3 71.4 81.0 99.2 151.1 20.2 5.6 10.2

Official 4.1 20.4 23.4 25.0 44.0 54.9 17.4 8.0 10.4

Private 5.0 36.9 48.0 56.0 55.2 96.7 22.1 4.1 10.1
Total? 12.8 81.2 99.5 110.4 146.9 208.2 20.3 6.1 9.9
Total (1980 prices) 32.7 81.2 99.5 102.5 82.1 116.3 9.5 0.1 3.7
Memorandum items
Net exports

(goods and services) -8.5 -59.1 —-88.7 -75.8 —-61.3 -110.0 -21.4 -04 -6.4
Current account balance® -10.9 -75.0 -~1173 -109.2 -1245 -182.7 -21.3 -5.2 -9.3
Net official development

assistance® 4.1 22.8 23.6 25.8 53.6 65.7 18.7 8.9 11.2
Debt outstanding and disbursed 63.7 445.2 516.6 597.6 1,287.0 1,450.0 21.5 11.2 12.5

Note: Developing countries exclude China.

a. Excludes short-term capital and reserve changes.

b. Excludes official transfers.

c. Net ODA is defined as net disbursements of concessional official l10ans plus official transfers.
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though some, such as Pakistan,
may outperform the group as a
whole.

Even for China, the prospect of
low growth in the 1980s presents
grave difficulties. Increased im-
ports of high-technology capital
goods are essential to the success
of China’s efforts to improve
overall efficiency, and the coun-
try must produce enough food for
its growing population to prevent
food imports from absorbing the
gains of its new export effort. Pro-
ductive employment must be cre-
ated for well over 100 million peo-
ple who will enter the labor force
over the decade. The marginal
productivity of labor in agricul-
ture is already low, and not much
additional labor can be produc-
tively employed there. Yet efforts
to modernize the techniques of
manufacturing production will
probably mean that in the short
run new investments in this sec-
tor will generate less employment
than those undertaken hitherto.

India’s problems are also seri-
ous, although the trend of agri-
cultural production promises self-
sufficiency in food grains and a
gradual reduction of malnutri-
tion. More efficient use of man-
ufacturing, power, and transport
capacities should result if recent
policy changes are followed
through. Nevertheless, since In-
dian states accounting for about
a third of the country’s popula-
tion have recorded almost no per
capita income growth over the past
twenty years, one cannot con-
sider with optimism the pros-
pects for India’s poor if world
economic recovery is delayed.

The prospects for sub-Saharan
African countries remain poor,
and many are in a situation even
more desperate than a year ago.
In all low-income countries, sus-
tained investment in human re-
sources, development institu-
tions, and physical infrastructure

Table 4.4 Growth of GDP in developing countries, 1960-90

(average annual percentage change)

GNP per capita

GDP, 1980-90 1980-90
Country group 1960-70 1970-80 High  Low High  Low
All developing countries? 5.9 5.1 5.7 4.5 3.3 2.2
Oil importers 5.7 5.1 5.4 4.1 3.1 1.8
Low-income 4.2 3.0 4.1 3.0 1.8 0.7
Sub-Saharan Africa 4.0 2.4 3.0 1.9 0.1 -1.0
Asia 4.3 3.2 44 32 2.1 1.0
Middle-income 6.2 5.6 5.6 43 34 2.1
East Asia and Pacific 7.9 8.2 8.1 6.4 6.0 4.3
Latin America and
Caribbean 5.3 6.0 5.6 4.6 3.2 2.3
Middle East and North
Africa 4.1 4.9 4.1 3.2 0.9 0.0
Southern Europe 7.0 4.6 4.6 3.0 33 1.7
Sub-Saharan Africa 4.1 3.5 3.1 2.8 0.3 0.0
Oil exporters 6.5 5.2 6.5 5.4 4.0 2.9

a. Excludes China.

is, for the reasons spelled out in
Chapter 3, essential to sustained
growth in per capita output. This
would be helped by directing a
larger proportion of bilateral
concessional aid to low-income
countries.

Under the more favorable con-
ditions of the High case, even the
small low-income countries would
experience some growth; in
others, including China and In-
dia, substantial income growth
would be registered and would
allow productive employment to
lag less far behind the rising labor
force. The fastest-growing mid-
dle-income countries would ap-
proach the income levels of post-
war western Europe and would
be well on their way to catching
up with the industrial countries
early in the next century.

Ol exporters

Prospects for the oil-exporting de-
veloping countries look quite sim-
ilar under both scenarios. Both
scenarios envisage a rapid expan-
sion of productive activities other
than those based on oil, and under
the High case they would enjoy
more favorable markets for their
non-oil exports and would be able
to borrow more. Reducing reli-

ance on oil exports is difficult and
complex, but these countries have
enough internal resources and
borrowing potential to effect such
a change. Several members of this
group may be able to improve
their performance faster than can
now be anticipated.

Indeed, this holds for all coun-
try groups. The sets of circum-
stances that make up the Low and
High cases are neither forecasts
of what will happen nor firm
boundaries of what is feasible.
Recent developments, however,
make the achievement of the High
case a more distant possibility than
was expected last year. Neverthe-
less, if the low-performing coun-
tries were to emulate average per-
formance levels, or the average
performers to reach those of the
best, even the growth rates of the
High case could be exceeded by
a wide margin. It is nonetheless
certain that if the Low case comes
about, the prospects for a world
of growing prosperity, linked by
efficient flows of trade, capital, and
labor, will be dimmed. For the de-
veloping countries, particularly the
poorest of them, the implications
extend beyond slow growth to a
dramatic increase in poverty, un-
employment, and human misery.
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Part I Agriculture and Economic Development

Great strides have been made in
transforming the lives and the
livelihoods of tens of millions of
people in the developing world
over the past three decades. Yet
for close to two-thirds of these
countries” populations—among
whom are the vast majority of the
world’s poor—agriculture is still
the main source of income, just
as farming is their chief occupa-
tion.

This part of the Report concen-
trates on the policies and pro-
grams needed to sustain and in
many instances to accelerate ag-
ricultural development, and on
agriculture’s contribution to ame-
liorating the problems of poverty.
In the 1970s, a growing concern
in the world community with
problems of poverty coincided
with massive evidence from the
Green Revolution in Asia and
elsewhere that rapid growth of
production and productivity in
agriculture was possible. The re-
sult was a variety of new pro-
grams in agricultural develop-
ment, many addressed to the
problems of the small farmer,
supported by a large increase in
capital and technical assistance
from aid donors. This Report
draws on the rapidly accumulat-
ing body of experience from these
recent efforts and the lessons that
are emerging from it.

Lessons from the more distant
past are also relevant. While the
role of agriculture in develop-
ment has been debated for

hundreds of years, the evidence,
both historical and contempo-
rary, is remarkably consistent. In
Europe, Japan, and the United
States, for example, a dynamic
agriculture accompanied—and in
some instances led—the process
of industrialization and growth.
The evidence, discussed in the
next chapter, is equally convinc-
ing that this is still the case among
contemporary developing econo-
mies.

History provides other pointers
relevant to current problems. The
key to agriculture’s growth among
the present industrial economies
was the farmer himself, who
sparked a stream of cost-reducing
innovations and also financed and
carried out the investment in land
improvement needed to exploit
new technology. The evidence
from a wide range of developing
countries shows that farmers be-
have no differently today. The key
factors are still the opportunity and
the incentive to improve the land
and with it the farmer’s liveli-
hood.

In two respects, though, con-
ditions today are fundamentally
different. First, the rapid growth
of population and the concomi-
tant need to expand food pro-
duction far surpass the historical
experience. In the developing
world of the eighteenth and nine-
teenth centuries, agricultural
growth was much slower than the
rates achieved by developing
countries in the past thirty years.

Second, farmers have access to an
agricultural science that is a much
greater source of innovation and
a better catalyst of productivity
growth than ever before. But this
is true much more for some groups
of farmers than for others.

Agricultural development in the
recent past is characterized by an
extraordinary diversity both within
and between countries. Many still
largely traditional farming sys-
tems that were sustainable with
a low density of population are
becoming increasingly strained by,
and vulnerable to, the pressure of
rising population. Spectacular en-
vironmental damage exemplifies
the consequences of this pressure
as land-hungry cultivators push
into the tropical forests, up the
hillsides, and across drought-
prone, semi-arid savannah. Thus
a growing prosperity among some
groups is contrasted with deep-
ening poverty among others less
fortunate.

Winning the race between a
growing population and the food
supplies needed to match it is a
still formidable challenge in many
low-income countries. So, too, is
the task of alleviating poverty in
these largely rural societies. Tech-
nology and sensible policy are the
means of successfully transform-
ing agriculture for the benefit of
the economy and of the people
who live and work in agricul-
ture—and who will eventually
leave it.
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5 Agricultural development and economic growth

Agriculture has been transformed
in the past three decades. Output
has increased at nearly twice the
rate of earlier periods, fueled
partly by the developing world’s
greatly increased capacity to pro-
duce food and partly by changes
in the developed countries. Above
all else, there has been unprece-
dented technical change in agri-
culture throughout the world.

Alongside this remarkable and
sometimes underestimated
achievement stands the “world
food problem.” Hundreds of mil-
lions of people in the developing
world are still without enough
food. Population growth, the ef-
fects of which are often exacer-
bated by a highly unequal income
distribution, has sharply reduced
both the per capita benefits of in-
creased food production and the
associated increases in income per
capita.

This paradox—of poverty in the
midst of plenty—has long plagued
popular understanding of the role
of agriculture in economic devel-
opment. On the one hand, it has
led to a sense of hopelessness
about the world’s malnourished;
on the other, to technological ov-
erconfidence. Overanxiety about
food crises has alternated with
taking agriculture for granted,
even neglecting it.

None of these extreme reac-
tions is appropriate or helpful.
Agriculture does indeed face spe-
cial problems, of which two in
particular stand out. The first is
biological—the close dependence
on the natural environment. This
results in output levels that fluc-
tuate unpredictably from season
to season, and growth that varies
greatly from one region to an-
other depending on natural re-
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sources and the extent to which
their potential has already been
developed. The second is eco-
nomic—the problem of the radi-
cal adjustments farmers face in the
process of agricultural develop-
ment. While its output may con-
tinue to grow, agriculture’s share
of both GDP and employment in-
variably decreases as economies
develop and industrialize. In-
deed, at later stages of develop-
ment, the absolute size of the la-
bor force in agriculture declines,
ultimately to a very small fraction
of the total.

In most ways, though, agricul-
ture is not unique. Farmers, like
other workers, respond to incen-
tives. In buying food, consumers
are influenced by relative prices
and available income, as they are
when they buy other things. Ag-
riculture’s success or failure
therefore owes much to factors
that influence all economic activ-
ity. If it lags, it is because of in-
adequate investment, lack of in-
centives, and inappropriate
policies, as well as problems of
technology, climate, and soil.

This chapter describes some key
elements in the worldwide ex-
pansion and transformation of
agriculture. It discusses where
growth has taken place, where it
has not, and the problems which
patterns of growth have pro-
duced or failed to solve. In par-
ticular it highlights the following
features of agricultural develop-
ment:

® Progress has been slowest in
the low-income countries. These
countries account for most of the
world’s poor, the vast majority of
whom work on the land.

® There are strong links be-
tween agriculture and overall eco-

nomic growth. Few countries have
achieved sustained economic
growth without first, or simulta-
neously, developing their agri-
culture.

® As it proceeds, development
dictates a declining role for agri-
culture. Initially dominant, it
eventually accounts for only a
small fraction of net output, em-
ployment, and income. Success-
ful adjustment to agriculture’s
changing role determines not only
the pace and pattern of devel-
opment as a whole, but also the
severity of the problems rural
people face in the development
process.

® The international economic
environment—trade, technology,
commercial capital, and devel-
opment assistance—has contrib-
uted to major changes in world
agriculture. Most changes have
been beneficial, but some serious
problems remain: notably the ag-
ricultural protection policies of the
developed countries, which limit
the market access of developing-
country producers, at high cost
both to governments and to con-
sumers in the developed world.

The pattern of recent growth

While the rate of growth of agri-
cultural output over the past three
decades was about double that of
earlier years, it was decelerating
during the period. Worldwide,
output rose at 3.1 percent a year
in the 1950s, 2.6 percent in the
1960s, and 2.2 percent in the 1970s.
The broad pattern was one of de-
clining growth rates in the non-
market industrial economies,
while rapid growth was main-
tained in developing countries and












tion. (This option is available only
to a limited extent, because En-
gel's Law operates on a global
scale, as well as for individual
countries.)

In the case of nonfood agricul-
ture, competition from industrial
substitutes grows as investment
and innovation lower the price of
industrial goods and services rel-
ative to agricultural raw mate-
rials. Common examples are the
use of synthetics instead of nat-
ural fibers (cotton, wool, jute) for
clothing, the substitution of oil or
coal for wood, and the switch from
timber to steel and cement in con-
struction. Substitution is seldom
total, however, so demand for
natural products usually contin-
ues to grow. To benefit, produc-
ers have to concentrate on mar-
keting as well as on efficient
production.

With development, farmers be-
come increasingly removed from
consumers. As subsistence farm-
ing gives way to marketed pro-
duction, the scope for specialized
marketing, transport, processing,
and packaging is enlarged. In the
industrialized economies, these
activities produce much more
value added and employment
than does agriculture itself; the
farm-gate value of food is now
only one-third of the price con-
sumers pay for it.

The second main force account-
ing for the structural change in
agriculture is increased agricul-
tural productivity, made possible
by technological innovations and
accumulated public and private
investment. Employment ex-
pands and diversifies as a con-
sequence of the relative decline in
the agricultural work force. In the
early stages of development, al-
most everybody works in agri-
culture. Most of the activities later
classified as “industrial’”’ and
"service” are initially carried out,
if not within agriculture, at least
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in rural areas—the manufacture
of clothing, furniture, and tools;
construction of housing and other
buildings; transport, processing,
and marketing; education, medi-
cine, social and cultural activities.
As development progresses, these
activities become differentiated
and separated from agriculture,
until only core agricultural pro-
duction functions remain. While
some nonagricultural activities are
still carried out in rural areas,
modern industry and services
open up new and qualitatively
different opportunities, many of
which require relatively high skills
and education. Although this
process is one of the most desir-
able benefits of growth, it is also
the most difficult to handle in hu-
man terms (see Chapter 7).

The transfer of labor from ag-
riculture (where the amount of
capital per worker and average
productivity is relatively low) to
industry and services (where cap-
ital per worker and average pro-
ductivity are relatively high) is the
key to raising incomes and out-
put. The higher average produc-
tivity of labor in the nonagricul-
tural economy is reflected in
income differences between it and
agriculture. In most countries, in-
comes are lower in agriculture
than elsewhere, as shown by the
fact that farming’s output share is
consistently lower than its em-
ployment share (Figure 5.2). This
income difference provides the
incentive for people to move out
of agriculture into nonagricultural
activities in urban centers. The
agricultural shares of output and
employment are roughly equal-
ized only at a comparatively late
stage of development.

The process of change can be
very rapid in historical terms: in
Japan and the less developed parts
of Europe, the agricultural labor
force represented 40 to 50 percent
of total employment as recently

as 1950. Developed countries no
longer depend heavily on agri-
culture: it accounts for only 4 per-
cent of output and 6 percent of
employment in industrial market
economies, and 15 and 17 per-
cent, respectively, in planned
economies. In low-income coun-
tries, by contrast, agriculture still
accounts for 30 to 50 percent of
output and an average of 70 per-
cent of employment. Even in most
middle-income countries, 10 to 20
percent of output and over 40
percent of employment are de-
rived from agriculture.

The continuing importance of
agriculture in the economies of the
developing countries is reflected
in the association between the
growth of agriculture and of the
economy as a whole. Among
countries where the agricultural
share of GDP was greater than 20
percent in 1970, agricultural
growth in the 1970s exceeded 3
percent a year in 17 of the 23
countries whose GDP growth was
above 5 percent a year (Table 5.2).
During the same period, 11 of the
17 countries with GDP growth be-
low 3 percent a year managed ag-
ricultural growth of only 1 per-
cent or less. Agricultural and GDP
growth differed by less than two
percentage points in 11 of 15
countries experiencing moderate
growth. There have been excep-
tions, of course, but they prove
the rule: fast GDP growth and
sluggish agriculture was a feature
of some of the oil- or mineral-
based economies such as Algeria,
Ecuador, Morocco, and Nigeria
(see Box 5.2).

The parallels between agricul-
tural and GDP growth suggest that
the factors which affect agricul-
tural performance may be linked
to economy-wide social and eco-
nomic policies. In the many low-
income countries where agricul-
ture predominates, effective pol-
icies, institutions, and investment



Table 5.2 Growth of agriculture and GDP in the 1970s

. GDP growth
Agricultural
growth Above 5 percent 3-5 percent Below 3 percent
Above 3 percent Cameroon Malawi* Bolivia Liberia
China* Malaysia Burma* Nicaragua
Colombia Paraguay Mali* Senegal
Dominican Rep.  Philippines Somalia*
Guatemala Thailand Tanzania*
Indonesia Tunisia
Ivory Coast Turkey
Kenya Yemen Arab Rep.
Korea, Rep. of
1-3 percent Costa Rica Bangladesh Burundi*
Ecuador Central African Rep* Sierra Leone”
Egypt El Salvador Zaire”
Lesotho Haiti*
Honduras
India*
Pakistan*
Sri Lanka®
Sudan*
Upper Volta*
Below 1 percent Morocco Togo* Angola*
Nigeria Chad*
Congo, Rep.
Ethiopia*
Ghana
Madagascar*

Mauritania*
Mozambique*
Nepal*

Niger*
Uganda®

*Low-income countries.
Source: World Development Indicators.

programs for agriculture are vir-
tually synonymous with effective
overall management. This is not
surprising since there are many
important growth linkages be-
tween agriculture and the rest of
the economy. Expanding agricul-
tural production through tech-
nological change and trade cre-
ates important demands for the
outputs of other sectors, notably
fertilizer, transportation, com-
mercial services, and construc-
tion. At the same time, agricul-
tural households are often the
basic market for a wide range of
consumer goods that loom large
in the early stages of industrial
development—textiles and cloth-
ing, processed foods, kerosene
and vegetable oils, aluminum
holloware, radios, bicycles, and
construction materials for home

improvements. In most middle-
income economies, agricultural
policies are only slightly less in-
fluential. Despite the similar re-
sources and history of the coun-
tries, agricultural productivity has
increased twice as fast in Came-
roon and Liberia in recent years
as it has in neighboring Guinea
and Ghana—and four times as fast
in Tunisia and Colombia as in
Morocco and Peru.

Managing agricultural
development

The process of transformation is
well advanced in many middle-
income countries, where agricul-
ture’s contribution to output and
employment has already declined
to modest levels and the agricul-
tural labor force is starting to

shrink in absolute terms. In these
circumstances, mechanization and
other labor-saving techniques
(such as the use of herbicides) play
a major role in sustaining agri-
cultural growth. Education and
training are needed to help peo-
ple move into industrial and serv-
ice jobs—especially people from
backward areas. In some of the
advanced middle-income econo-
mies, marketed farm produce is
increasing sharply, often several
times faster than the overall rate
of increase in agriculture. Heavy
investment in roads, railways,
ports, and other links in the mar-
keting chain are required, to-
gether with policies and institu-
tional arrangements to ensure
efficient transport, processing, and
storage. Similar considerations
apply to the timely availability,
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incomplete participation by all
producing and consuming coun-
tries, lack of agreement on target
prices, limited financial support
for buffer stocks, or lack of com-
mitment by participants to the ac-
tions required in the face of price
changes. These problems are fur-
ther complicated by the tendency
of most commodity prices to rise
and fall together. Efforts to di-
versify production within tropical
products as a means of achieving
greater stability have therefore not
been very successful. And only
limited overall stability can be
gained from a single commodity
agreement. While more effective
commodity agreements may be
achieved, including a common
fund to support such agreements,
the long-term solutions are diver-
sification into other exports, such
as manufactures, and into agri-
cultural products (induding foods)
for a more stable domestic mar-
ket. In the short term, domestic
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economic management policies to
reduce the internal impact of fluc-
tuating external prices can con-
tribute to longer-term diversifi-
cation.

Volatile prices make govern-
ments more receptive to the idea
of agricultural self-sufficiency and
more prone to intervene in pro-
duction and trade. The issue of
food security provides another
important example. To the extent
that the 1972-74 world food crisis
made governments more aware
of the instability caused by insu-
lated agricultural markets, its
wider impact may have been fa-
vorable (see Box 5.8). Generally,
though, governments tend to react
to instability by further protecting
their own markets or by creating
or revamping international regu-
latory mechanisms. These do in-
deed mitigate some of the ad-
verse effects of price cycles, but
at substantial real costs, both eco-
nomic and political. They do not

tackle the roots of the problem,
which lie in the distorted struc-
ture of trade.

To sum up, the challenge for
policymakers in developing and
developed countries alike is to
break out of the web of restrictive
measures that impede agriculture
in some countries and oversti-
mulate it in others; to create a
trading system in which compar-
ative advantage plays a more im-
portant role in production and
trade decisions; and to encourage
market mechanisms that reduce
the risks of participating in the
system. The restructuring of in-
centive policies at home and the
creation of such a trading system
would promote the effective long-
run deployment of the world’s
agricultural resources and help
meet the developing economies’
pressing short-term needs for im-
proved access to overseas mar-
kets for their agricultural exports.



6 Sources of agricultural growth

Farming has come a long way
since man learned to cultivate
plants 10,000 years ago. The con-
straints of soil and climate have
gradually been eased. Virgin land
has been settled, its productivity
raised. Hands have been helped
by hoes, then by plows and ani-
mals, and finally by sophisticated
machines. The search for new and
better farming methods contin-
ues, assisted by the full weight of
scientific research.

Until the 1950s, agricultural
progress in most developing
countries was slow and uneven,
barely keeping pace with popu-
lation growth. Although the ex-
pansion of agricultural trade had
boosted tropical exports, farming
for food was largely neglected
during the colonial period. In the
past twenty years, however, great
strides have been made. Hundreds
of millions of people, from peas-
ants farming a few acres in Kenya
to commune members in China,
have transformed the ways in
which they farm the land. They
have been assisted by science, and
spurred on by the prospect of
higher incomes and security for
their families. Their considerable
achievements cannot obscure the
size of the challenge that still lies
ahead, however. Many develop-
ing countries’ populations are
growing faster than their agricul-
tural production, and many mil-
lions of farmers have not yet
shared in the progress of the past
twenty years.

The reasons for this patchy
progress are the main focus of this
chapter. It examines the sources
of agricultural growth, paying
special attention to the role of sci-
ence and technology in discov-
ering new farming methods. The
task of adapting those discoveries
to the circumstances of particular
countries and people; of dissem-
inating the results and encour-
aging farmers to adopt them; of
providing the numerous back-up
services that are then needed to
turn good intentions into con-
crete results—these are the themes
that will recur repeatedly.
Throughout, the discussion shows
how agricultural success flows
from a unique combination of pri-
vate and public endeavor. Gov-
ernment can supply some of the
support and incentives from which
all farmers can benefit but which
none could organize independ-
ently. It is then for farmers to take
the inevitable risks associated with
large rewards.

As noted in Chapter 5, agri-
cultural progress has been re-
markably successful in many ways
during recent years, and the prime
source of growth has been food
production in the developing
countries. Differences in soil and
climate have produced an almost
infinite variety of cropping sys-
tems in these countries. Five main
crop zones can be identified,
however, on the basis of the sta-
ple food crop that predominates
in each (see Figures 6.1 and 6.2).

® Rice, which first grew on the
water-retentive soils in the humid
tropics of Asia, has been adapted
to fit a wide range of environ-
ments. Farmers now grow rice in
the river valleys and coastal plains
of South China, South and South-
east Asia, the Indonesian and the
Philippine islands, Japan, and
Korea, as well as small areas of
Latin America and East and West
Africa. In many nearby high-rain-
fall areas with more permeable
soils, upland rice is grown with
other crops.

® Starchy root crops (cassava,
yams) are grown in areas of the
humid tropics where soils are less
fertile and not well suited for ce-
real cultivation, such as western
and central Africa and parts of
Oceania and Latin America. Cas-
sava has also spread to northern
Thailand where it has emerged as
an important export crop.

® Maize is the most important
staple in the subhumid tropics of
Latin America and Africa. The
most common crops farmed with
maize are cotton, groundnuts,
soybeans, and sorghum in the
drier areas; coffee, cocoa, and
starchy root crops in the wetter
areas.

e Sorghum is the main food
grain in the wetter parts of the
semi-arid tropics and millet in the
drier regions. Groundnuts, cot-
ton, cowpeas, and pigeon peas are
the most common associated
crops.

® Wheat is the most important
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ograms per hectare, the total in-
crease in production would ex-
ceed what could be achieved by
a rise of two tons per hectare in
the yield of all irrigated land.
Some formidable obstacles stand
in the way of such achievements.
Not least among them is flooding;:
in many parts of the developing
world, ““normal’”’ rains cause
widespread floods. Standing water
often more than 30 centimeters
deep makes many paddy fields of
Asia unsuitable for high-yielding

because the benefits will be shared
by more than one country.

Livestock

Though of relatively small eco-
nomic importance today in many
low-income countries, livestock
farming could well expand rap-
idly in the future. It is already
doing so in middle-income coun-
tries (see Table 6.1). Since animal
products are a more expensive
source of calories and protein than
vegetable products, poor people

® [n developed countries, strong
demand for milk and meat, com-
bined with well-organized mar-
keting and processing industries,
has commercialized farming to a
high degree. Farmers usually
specialize in one type of produc-
tion, whether it be beef feed-lots,
cattle ranches, or “factory farm-
ing” of milk, pork, beef, and eggs.
Animals are bred specially to fit
into these farming methods.

® In developing countries, a
high proportion of farms combine

Table 6.1 Changes in the structure of agricultural output by subsector and region, 1961-65 and 197680

(percent)
Agricultural trade
as percentage of production
Cereals Other staples Livestock Other foods Nonfoods Exports Imports
Region and 1961- 1976- 1961- 1976- 1961- 1976- 1961- 1976- 1961- 1976~ 1961- 1975- 1961- 1975-
country group 65 80 65 80 65 81 65 80 65 81 65 79 65 79
Developing
regions 31 31 11 10 21 22 27 29 11 9 13 12 6 8
Africa 17 17 26 27 16 18 25 25 16 14 21 15 5 7
Middle East and
North Africa 30 26 5 4 22 25 46 40 7 5 16 10 19 34
Latin America 16 17 16 8 31 33 20 31 17 11 20 20 5 7
Southeast Asia 46 44 10 10 15 12 22 26 9 8 14 17 7 9
South Asia 43 45 10 9 14 13 26 27 7 7 4 3 4 4
China* .. (49) (15) (18) (13) 5) . (2) (3)
Southern
Europe 28 27 7 5 27 31 35 33 4 4 6 8 7 8
Developed regions 23 25 9 6 46 47 19 20 3 2 10 15 15 17
Market
economies 23 25 5 3 49 48 21 22 3 2 14 21 18 22
Nonmarket
economies 23 26 17 12 41 44 16 15 3 3 5 4 7 8
High-income oil
exporters 25 11 1 2 20 36 53 51 1 () 1 1 69 158
Total 26 27 10 8 36 36 22 24 6 5 11 14 11 14
Source: FAO.

a. Estimated; excluded from totals.

dwarf varieties of rice. Small-scale
flood protection and effective
drainage would enable modern
rice technology to expand into
parts of Bangladesh, Burma, east-
ern India, and Thailand where it
currently cannot be used.
Large-scale drainage and flood
control programs are so expen-
sive that it is often difficult to jus-
tify them on economic grounds
alone. Individual countries can
seldom afford them; in a few cases,
the solution lies in joint efforts,

eat very little of them. As incomes
rise, the consumption of meat,
milk, eggs, and poultry rises
sharply. In Latin America live-
stock farming accounts for 33 per-
cent of agricultural output; in the
Middle East and North Africa, 25
percent; in southern Europe, 31
percent. In the oil-exporting de-
veloping countries, it has jumped
from 20 to 36 percent of output
over the past two decades.

Livestock farming varies widely
around the world:

livestock with crops. Animals
perform a variety of roles: they
provide draft power and manure
for fertilizer; live off scraps and
crop residues; and produce milk,
wool, meat, and hides for sale or
subsistence. They are bred for
their durability and adaptability
to difficult conditions, rather than
for rapid growth.

This situation is now starting to
change. In many developing
countries, poultry farming and,
to a lesser extent, pig production
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higher yields. To replace existing
seeds with higher-yielding ones,
new varieties may need to be de-
veloped for each small region. To
survive, plants also need to build
up resistance to local pests and
diseases. Varieties of wheat and,
to a lesser extent, rice have been
developed that can be adapted to
many different conditions; other
grains are less adaptable. A va-
riety of maize may produce high
yields in one valley in the high-
lands of Mexico, and only a min-
imal harvest in a neighboring val-
ley, and it may fail completely in
central India.

Most traditional cereal strains
have been adapted to soils that
are short of nutrients. The stem
and the leaves, rather than the
edible head, use most of the nu-
trients. When fertilized, growth is
largely in the stem and may result
in “lodging” (the plant’s falling
over in wind and rain). Plant
breeding in the last three decades
has therefore concentrated on de-
veloping shorter, sturdier cereal
plants whose heads make up a
higher percentage of their total
weight. The resulting shorter-
stemmed plant can support the
larger head which nutrients pro-
mote. Yields are only one concern
of plant breeders: others include
growing time, resistance to pests
and disease, flavor, and storage
qualities.

Despite the proven value of re-
search, developing countries are
not yet devoting enough re-
sources to it. A recent study
showed that spending on re-
search in fifty-one developing
countries had risen significantly
over the past decade but was still
equivalent to only 0.5 percent of
the value of agricultural output in
1980. This is much less than de-
veloping countries’ spending on
agricultural extension services. By
contrast, although industrial
economies spend about 1 to 2 per-

cent of the value of their agricul-
tural output on research, this rep-
resents about four times their
expenditure on extension. Given
the very high returns to agricul-
tural research, a strong case can
be made for investing more in re-
search in developing countries.

The role of international re-
search centers is changing as na-
tional systems are built up and
take over more of the task of de-
veloping new technology. Today,
special emphasis is given to train-
ing national research workers, and
the centers are increasingly func-
tioning as clearinghouses for
highly specialized knowledge and
genetic material. The centers have
also become more involved in de-
veloping research methodology,
especially for analyzing social and
economic obstacles to progress at
the individual farm level.

Some small countries and those
that lack skilled manpower and
cannot afford basic research have
special problems. They have to
rely more heavily than others on
practices and materials developed
by the international centers, while
devoting most of their own ef-
forts to applied research at ex-
perimental stations and on farms.
There is considerable scope for
broadening regional cooperation
in areas such as Central America
and sub-Saharan Africa. Unfor-
tunately, most past attempts at
regional cooperation have not
been very successful.

The Green Revolution

Within little more than a decade,
over half the developing world’s
wheat acreage and one-third of its
paddy fields were converted to
new high-yielding, semi-dwarf
varieties. With good irrigation and
the right amount of fertilizers and
chemicals, their yields can be two
to three times those of traditional
varieties (see Box 6.6).

This dramatic change has been
labeled the Green Revolution. It
began in the mid-1960s with the
release of new varieties of wheat
from CIMMYT in Mexico, and of
rice from IRRI in the Philippines.
The new wheat varieties were in-
troduced to Pakistan and India in
1966. Wheat production in India
had doubled by 1970-72 to 23.4
million tons. At that point, the
plants were affected by a disease
known as rust and production
stagnated. By the mid-1970s, In-
dian scientists had developed va-
rieties that not only resisted rust
but also matured earlier. Seeds
were also being distributed more
widely. Production again started
to increase, reaching 33 million
tons in 1978-80. From being the
world’s second largest cereal im-
porter in 1966, India had become
self-sufficient by the late 1970s.

The new wheat varieties were
quickly adopted in many parts of
the world. China, Pakistan, and
Turkey, among others, achieved
significant increases in yields and
production. Bangladesh, where
wheat was once almost un-
known, produced 1.2 million tons
by 1980-81.

The first new rice varieties grew
best during the dry season under
clear skies; they were quickly
adopted by the farmers in South
and Southeast Asia who could ir-
rigate during the dry season. A
couple of years later, the varieties
suitable for the monsoon season
were released, but they were
adopted relatively slowly and se-
lectively because the semi-dwarf
plants need reliable supplies of
water during the growing season,
and cannot be grown in heavily
flooded areas. Relatively few
paddy farmers in Asia enjoy this
degree of control over their water
supply. Where favorable condi-
tions exist, however, the short
maturity time of the new varieties
has permitted double- or even tri-
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clear. In developing improved
technologies for crops, however,
choices need to be made on the
basis of comparative advantage.

Supports for agricultural growth

Land improvement, new farming
methods, and more research are
all necessary requirements for
agricultural growth, but they are
not sufficient conditions for its at-
tainment. Numerous comple-
mentary services are also needed
if farmers are to translate the po-
tential of science into the reality
of bigger and better crops. The
final section of this chapter ex-
amines what this back-up effort
involves.

Infrastructure

The existence and expansion of
basic infrastructure has contrib-
uted significantly to increased
agricultural output in Asia and
Latin America. For example, the
Philippines has allocated about 5
percent of agricultural develop-
ment spending to rural electrifi-
cation programs, which now serve
about 70 percent of the popula-
tion. On a simpler level, basic
roads are essential for getting
agriculture moving. In many parts
of Africa, farmers are more than
a day’s walk from the nearest road.
Measures to raise their produc-
tion without transport and com-
munications are of little use, be-
cause their crops cannot reach a
market and they are cut off from
new technology, inputs, and
ideas.

Improved access usually brings
with it an expansion of nonfarm
enterprises such as shops, repair
services, and grain mills. It also
helps change customs, attitudes,
and values. For example, a World
Bank study of the impact of rural
roads in the state of Yucatan in
Mexico found that the roads of-
fered an opportunity for enlarg-
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ing women’s role by introducing
new ideas, education, medical
care, and economic alternatives to
maize cultivation. In particular,
women married later, had fewer
children, and pursued more non-
domestic activities.

Feeder roads are often ne-
glected if left to national road
transport authorities, which gen-
erally prefer the challenge of
building major highways. Feeder
roads may receive more attention
if the responsibility for their plan-
ning, construction, and mainte-
nance is devolved to local gov-
ernment or to area development
authorities. This requires central
government’s willingness to ex-
pand the revenue-raising powers
of local government.

Externally financed projects
have been successful in demon-
strating that feeder roads can be
built quite cheaply. Good exam-
ples are the World Bank’s first
three rural development projects
in the northern savannah areas of
Nigeria, where 1,700 kilometers
of feeder roads were built or im-
proved between 1975 and 1980;
and the much smaller cocoa and
coffee development project in
Togo, in which 200 kilometers of
roads linking villages in moun-
tainous terrain were built at less
than half the cost tendered by pri-
vate contractors. In both cases, lo-
cal artisans were used to do much
of the skilled work such as bridge
and culvert construction.

When rural infrastructure is
being improved, giving priority
to simple tracks and spot im-
provements of roads for motor-
ized vehicles enlarges the per-
centage of rural poor offered
opportunities for productive ac-
tivities by both private and public
construction agencies (see Chap-
ter 7). To derive full benefits from
investment in roads, improve-
ments often need to be comple-
mented by easier access to credit

for the purchase of motorized or
nonmotorized vehicles. In addi-
tion, transport regulations often
hinder the development of rural
transportation.

Improving telecommunications
has fallen prey to the artificial bar-
rier between the “modern” and
“rural” sectors. Telecommunica-
tions are not exclusively an urban
tool. Agricultural growth can be
accelerated if farmers have accur-
ate market information and a fast
way of calling for the repair of
equipment and delivery of sup-
plies. Rural industry is often an
early beneficiary of an effective
telephone network.

Extension

The adoption of new technology
depends on the knowledge, skill,
and motivation of farmers, to-
gether with a host of other factors
which influence the farmers’ ca-
pacity to achieve output levels ap-
proaching those obtained on re-
search stations (Box 6.7). The main
task of agricultural extension is to
transmit knowledge of better pro-
duction methods to farmers, and
to help them overcome difficul-
ties in employing them. With
some important exceptions, the
performance of extension services
has been disappointing.

The existence of a profitable
technology is a precondition for
successful extension work. In sub-
Saharan Africa (and indeed in
many other rain-fed areas), farm-
ers ignore the advice of extension
workers on planting dates and
cropping when it does not suit
their circumstances or promises
little obvious reward. Instead, they
continue to intercrop and spread
out plantings to reduce risk and
stretch their limited resources. In
this and many other cases, the
fault lies with a lack of applied
research that takes account of lo-
cal social and economic condi-
tions (Box 6.8).















since the latter in effect ration the
amount of credit available. If more
farmers are to be served, interest
rates and other charges should re-
flect the true costs of lending and
credit recovery. There is some-
times scope for accepting assets
such as animals as security for
loans.

® Formal credit agencies have

overemphasized lending and ne-
glected the provision of other fi-
nancial services. Rural savings
schemes are particularly useful for
expanding the financial base of
lending and for encouraging re-
payment. There is considerable
evidence that small farmers do
save when offered attractive sav-
ings rates.

® To promote loans and sav-
ings, agricultural banks could
make much more use of rural
agencies already in the field. They
could also develop closer links
with cooperative and group-
farmer schemes, as has been done
in Malawi, for example.
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7 Rural poverty

Absolute poverty blights the lives
of hundreds of millions in many
countries. They have barely ade-
quate (and often uncertain) diets,
and incomes so low that they can
spend little for clothing, fuel,
shelter, and other necessities.

The dimensions and conse-
quences of absolute poverty have
been explored in previous Re-
ports, notably in the discussion
of poverty and human develop-
ment two years ago. The 1980 Re-
port suggested that absolute pov-
erty affected a total of about 780
million people, excluding China
and other low-income centrally
planned economies such as Viet
Nam. China’s nationwide food
security, along with basic health
and education services, may blunt
the impact of poverty; neverthe-
less, it is probable that at least 150
million people there enjoy living
standards little better than those
of the absolutely poor in other
countries. The inclusion of China
thus suggests a global total of close
to 1 billion people living in ab-
solute poverty.

This chapter examines ways in
which agricultural policies and
programs can help them. The great
majority of the absolute poor—
over 90 percent—are rural people
who work on farms, or do non-
farm work that depends in part
on agriculture. More than half are
small farmers who own or lease
their land; another 20 percent are
members of farming collectives,
mainly in China. The remaining
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one-fifth to one-quarter are land-
less, and their livelihood is par-
ticularly precarious. While often
no poorer than the poorest farm-
ers, landless laborers are more
likely to see their jobs disappear
in a crisis and are less able to fall
back on reserves, including the
final option of mortgaging or sell-
ing their land. Most landless la-
borers live in low-income market
economies with high rural pop-
ulation densities—over 80 per-
cent of them are in Bangladesh,
India, and Pakistan, and the rest
in areas such as Java, Indonesia.

Poverty and growth

Past experience clearly shows that
a combination of economy-wide
and agricultural growth is essen-
tial for the long-term alleviation
of poverty. In particular, new,
more productive employment op-
portunities are needed outside
agriculture. The process of struc-
tural transformation, which was
discussed in Chapter 5, helps to
create urban industrial jobs and
to diversify the rural economy it-
self. Such developments have led
to spectacular changes in some
middle-income countries over the
past twenty years. Despite the
rapid growth of population and
the labor force, agriculture’s share
of total employment and the ab-
solute size of the agricultural la-
bor force have fallen or will soon
begin to do so in countries such
as Brazil, Colombia, Indonesia,

Republic of Korea, Romania, Tur-
key, Venezuela, and Yugoslavia.
If the momentum of growth is
maintained, earnings and pro-
ductivity in agriculture itself
should accelerate. Nevertheless,
large pockets of absolute poverty
may remain in relatively remote
areas or where agricultural pro-
duction is stagnant.

Urban living conditions—no-
tably the squalor of the slums in
which most new migrants tend to
cluster—often appear to chal-
lenge the notion that rural-urban
migration reduces poverty. Mi-
grants are indeed usually poor by
urban standards, but this reflects
the large difference in incomes
between the cities and the coun-
tryside that encouraged them to
migrate in the first place. There
is extensive evidence that urban
immigrants do improve their in-
comes, health, and education
prospects. Moreover, the wages
they remit to those who remain
behind are an important source
of income for many rural areas.
Studies in India, Kenya, Malawi,
and Thailand suggest that remit-
tances can often exceed 10 per-
cent of the total incomes of vil-
lages where families of migrants
live. International remittances
from high-wage to low-wage
economies can have similar—and
sometimes even more dramatic—
effects. Many migrants to other
countries send back or save over
50 percent of their incomes; in the
Yemen Arab Republic, remitt-









bring important benefits under
widely differing circumstances,
but their impact tends to be felt
only in the long term. Moreover,
some aspects of poverty—for ex-
ample, difficulties associated with
large, fatherless families—are hard
to tackle through improved pro-
duction opportunities alone. The
final section in the chapter there-
fore deals with government ef-
forts to maintain food security and
to subsidize food for those in
greatest need.

Human resources

The 1980 World Development Report
marshaled a considerable body of
evidence to show how programs
of education, health care, and nu-
trition can help increase earnings
and income among the poor. Evi-
dence continues to accumulate
supporting these conclusions.
Education is especially important
in enhancing mobility and mak-
ing farmers more receptive to new
practices and market opportuni-
ties. A recently completed World
Bank research project in Nepal
(Box 7.1) found strong evidence
that education improves a farm-
er’s efficiency, and an earlier Bank
study had calculated the rate of
return to primary education (solely
in terms of its contribution to
farmer efficiency) to be between
7 and 11 percent in the Republic
of Korea, between 14 and 25 per-
cent in Thailand, and between 25
and 40 percent in Malaysia. These
findings from Asia complement
findings from elsewhere that con-
sistently show education to in-
crease farmer efficiency when-
ever modernization and change
in the environment require in-
novative, adaptive responses.
Labor mobility—from one
country to another, from rural to
urban areas, and from agricul-
tural to nonagricultural activities
in rural areas—is often a potent
means of escaping from poverty.

Mobility, whether geographical or
occupational, is generally a result
of individuals’ decisions, which
are based on informal networks
of information and experience.
Governments can promote mo-
bility—and help limit its poten-
tially adverse side effects—in sev-
eral ways. Education and training
enable poor people to acquire new
skills and thereby expand their
earnings opportunities. They are
particularly valuable in areas
where permanent emigration
needs to be encouraged because,
for example, population growth
is running ahead of productive
capacity.

Similarly, nonfarm rural enter-
prise can sometimes be promoted
by worker and management
training, as well as by improving
small businesses’ access to credit
to help finance expansion, and by
investment in infrastructure (such
as rural electrification, transport,
and communications). Such pro-
grams can help small towns be-
come potential growth poles in
rural areas. Encouraging people
to better themselves where they
live can help slow the pace of ur-
banization and cut the cost of ex-
panding and upgrading urban in-
frastructure and services.

Women are often the least mo-
bile and therefore can benefit most
from programs which foster rural
development and employment
opportunities close to home. While
in some societies young unmar-
ried women are quick to move to
new jobs in urban centers, mar-
ried women, those with children,
and the old of both sexes are usu-
ally closely tied to the household
and farm. Attention should there-
fore be given to fostering pro-
ductive on-farm and local em-
ployment opportunities for
women and to meeting their needs
for education and training in pro-
grams that support migration from
depressed farm areas.

Small-farmer programs

Small farmers are by far the larg-
est proportion of the rural poor
and, because of their ties to the
land, the least mobile. There are
enormous variations in the
amount of land they farm, in their
status (as sharecroppers, tenants,
and owners), and in the kinds of
farming they undertake. They
have several common character-
istics, however; they do most of
their own work, have few assets,
and usually consume most of what
they produce. Absolutely poor
farmers are concentrated in Asia,
where rural population densities
are especially high, and in Africa,
where little has been done to raise
land productivity. Figure 7.2
shows the size structure of farms
in different parts of the world.

On the face of it, small family
farms may seem inefficient com-
pared with large farms and plan-
tations which use hired labor or
machinery. The evidence dis-
proves this. Where small and large
farms coexist, as in South Asia or
Latin America, research shows
that small farms usually produce
more output per unit of land
farmed than do large ones, even
when allowance is made for the
quality of land. Even in the de-
veloped countries, though farm
size has grown with mechaniza-
tion and rural emigration, farms
are still typically family-based and
hire very little labor.

The resilience and productivity
of small family farms throughout
the world is striking—especially
in the light of characteristics which
might be expected to make them
less competitive than large farms,
such as:

® Small farmers are unable to
exploit economies of scale. Their
transaction costs are high because
their marketed output, purchases
of inputs, and use of credit are
on a small scale.

® Lack of assets limits their
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to this type of program—some-
times meant that the “package”
of improvements turned out to be
incomplete or inappropriate for
small farmers.

By no means all the difficulties
which arose were technical in na-
ture. Misunderstandings about the
social setting, for example, led to
a number of fajlures in programs
for small-farmer credit and co-
operative development. Patterns
of ownership, tenancy, and land
rights can also make it difficult to
reach poor farmers; and the ben-
efits of higher production may be
diverted to relatively well-off
landlords, merchants, and other
middlemen.

Other programs help small
farmers overcome the hostile
physical conditions in which they
often have to work. As might be
expected, rural poverty tends to
be particularly severe in the
world’s most difficult natural en-
vironments—in tropical uplands,
in semi-arid regions, and in areas
with poor soil (often recently
cleared forest land). In such con-
ditions, small-farmer develop-
ment programs are often held back
because they lack the right tech-
nical ingredients. The most com-
mon crops—pulses, upland rice,
sorghum, millet, roots and tub-
ers—have only recently begun to
attract research attention. There
are powerful arguments for step-
ping up this effort, given the high
returns on past investment in re-
search (see Chapter 6) and the fact
that numerous poor people pro-
duce and consume these crops as
part of their staple diet.

Despite the difficulties of as-
sisting small farmers, the pro-
grams seem on the whole to have
been remarkably successful. In
many instances, farm incomes
have been raised significantly and
benefits widely spread; hand-
some returns have accrued to the
economy as a whole. More pro-
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grams are now being designed to
simplify management and imple-
mentation, especially in Africa.
This is usually accomplished by
concentrating on a lead crop—as
in recent cotton programs in West
Africa—or on a small number of
strongly complementary activi-
ties. The Ethiopian “minimum-
package” program, as suggested
by its title, is confined to seed and
fertilizer sales and extension serv-
ices. Zaire’s Kasai Oriental maize
program concentrates heavily on
one crop plus a few support serv-
ices that are central to improving
productivity among 120,000 farm
families.

Agrarian reform

A critical factor in agricultural de-
velopment is the willingness and
ability of farmers to improve their
land by leveling, irrigating, and
draining it. Farmers with secure
tenure have more reason to make
such investments than those with
less of a stake in the land. Tenure
is not an issue affecting small
farmers alone, although it tends
to bear heavily on them. Insecur-
ity is caused by a variety of fac-
tors, including lack of clear title
to land, lack of assurance about
tenancy arrangements, instability
of land rents, and—among land-
owners—fear of land reform
without proper compensation.
These questions will become more
critical as countries run out of vir-
gin land and growth comes in-
creasingly to depend on making
capital improvements to existing
land.

Changing the institutional
framework to encourage land im-
provement is generally difficult.
The measures involved vary
widely. They include surveying,
adjudicating and recognizing land
titles, consolidating small and
often widely scattered parcels of
land, legislating on inheritance to
ensure that farms will be main-

tained in viable units, and ac-
quiring and distributing land to
new owners through land re-
form. Most land reform programs
seek either to create many farms
from a few by taking title or ten-
ancy rights and redistributing
them, or to unify ownership of
many scattered holdings. Land
reform has substantially im-
proved rural income distribution
and the base for subsequent ag-
ricultural progress in several
countries; examples include China,
Japan, and the Republic of Korea.

Several problems tend to limit
the effectiveness of land reform,
however. Where the argument for
it is most compelling—in densely
settled agricultural areas, where
landlessness and rents are high—
the holdings are usually already
very small, which limits the scope
for land redistribution. Moreover,
often very large numbers of own-
ers would be dispossessed under
these conditions, since land is held
in small amounts. Many recent
studies suggest that in Asia most
owners are active in farm man-
agement along with their tenants
and sharecroppers. There seem to
be few cases where tenants lag
behind owner-farmers in adopt-
ing new techniques or using
modern inputs such as fertilizer.
By and large, studies that adjust
for farm size usually find the same
levels of output on all types of
farms.

Land reform has long been rec-
ognized as posing a formidable
political challenge. The economic
challenge of maintaining and im-
proving farm output after land re-
form is also considerable, typi-
cally requiring a more active and
diversified range of farm services
if the reform is to be successful.
In many cases, a pilot program,
designed to test different ap-
proaches, may be a sensible first
step. Brazil's Northeast, long a
paradigm of tenure issues, is im-






Table 7.2 Selected government food-distribution programs: Coverage, impact, and cost

Program and country

Commodities involved

Coverage and targeting

Effect on income,
consumption,
and nutrition

Budget costs
(percentage
of budget) or revenue

Comments

General subsidy, Egypt

Open subsidy for
wheat, flour; distri-
bution through ra-
tion shops for
other goods

Wheat and wheat
products, maize,
beans and lentils,
rice, dairy prod-
ucts, sugar, tea,
oils, meats

Subsidy and ration, Pakistan

Ration books; food
distributed through
ration shops; quo-

tas vary by supply
availability and lo-

cation

Wheat flour (atta),
rationing of sugar;
subsidized flour
considered inferior,
resulting in some
self-targeting

Subsidy and ration, Kerala State, India

Ration books; food
distributed through
ration shops

Rice, wheat, cook-
ing oil, sugar

Broad coverage,
particularly in ur-
ban areas; untar-
geted

Narrow coverage;
about one-third of
the population,
most urban, some
rural in food-deficit
areas; one shop
per 2,000 people,
but rural shops
open infrequently
and do not all pro-
vide atta; untar-
geted

Broad ration shop
coverage in both
urban and rural
areas; largely un-
targeted

Wheat and flour
consumption up
about 80 percent
(1970-80); malnu-
trition and infant
mortality low for
Egypt’s per capita
income level

69 percent wheat
consumption of
low-income groups
from ration shops;
9 to 14 percent of
caloric consump-
tion of below me-
dian-income
households: from
ration system
(1976)

20 percent of ca-
loric consumption
from rationed rice
for low-income
households; 56
percent of total rice

As high as 15
percent (1975); 9
to 12 percent,
with 5 to 7 per-
cent for bread
(1976-81)

6 to 12 percent
(late 1970s); 3 to
6 percent (1980s)

Central govern-
ment subsidy
equivalent to an
average 17 per-
cent of state
budget (1973-76)

Implicit tax of
about 20 percent
on producers has
acted as a disin-
centive; subsidized
foods constitute 22
percent of Egypt’s
import bill

Producer prices too
low before 1977,
limiting production
which improved
after 23 percent
price rise in 1980;
some evidence of
padded ration

rolls

System of procure-
ment favoring local
farmers (varying
by farm size) has
provided price
support and im-

consumption from
ration shops, 66
percent for low-in-
come population;
rationing has been
positively linked to
child nutritional
status

proved equity
among Kerala pro-
ducers

them. Experience also suggests
that the commitment of some lo-
cal resources other than man-
power fosters the positive in-
volvement of rural communities
in project selection, design, and
execution. At the same time, the
coordination and administration
of programs helps develop the ef-
fectiveness of local government.
Good financial and technical con-
trol of the works is also essential.

Food security, distribution, and
subsidies

The 1980 World Development Report
and the FAO’s study of future ag-
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ricultural growth prospects, Ag-
riculture: Toward 2000, were both
completed when the world econ-
omy was more buoyant than it is
now. Nevertheless, both con-
cluded that neither poverty nor
undernutrition could be elimi-
nated in this century, even under
the most favorable assumptions
about agricultural development
and overall economic growth. The
benefits of a sound growth strat-
egy will flow too slowly to meet
the income needs of many of to-
day’s rural poor.

Governments and international
agencies have consequently
sponsored various efforts to ame-

liorate the harshest effects of pov-
erty, including in particular prob-
lems associated with malnutrition
and food insecurity. These efforts
have mainly involved food aid,
though they also include general
food subsidies and low-cost ra-
tions. Vulnerable families and in-
dividuals are also being reached,
usually through health programs.
Some of these efforts are listed in
Table 7.2.

Unfortunately, food subsidies
and ration schemes are often very
expensive, largely because their
coverage is very broad. The poor
are helped, but so are others who
can afford their own food. Po-



Program and country

Commodities involved

Coverage and targeting

Effect on income,
consumption,
and nutrition

Budget costs
(percentage

of budget) or revenue  Comments

Subsidy and ration, Sri Lanka, pre-1979

Ration books; food
distributed through
cooperatives

Rice, wheat flour,
sugar, milk foods
for vulnerable fam-
ilies

Coupon system, Sri Lanka after 1979

Coupons issued on
basis of family size
and age to all with
income of less than
Rs300

Choice of 9 major
food commodities,
rice most impor-
tant; or coupons
can be deposited
as savings; kero-
sene stamps can be
used for food pur-
chases

Broad ration shop
coverage in both
urban and rural
areas; largely un-
targeted

Covers roughly
lower-income half
of population, ur-
ban and rural; well
targeted; studies
estimate about 10
percent of needy
group not covered;
about 30 percent
covered not needy

About 50 percent
of total rice con-
sumption from ra-
tion shops; 20 per-
cent of caloric
consumption and
14 percent of in-
come from rations
(1970); very low
malnutrition and
child mortality for
Sri Lanka’s per
capita income level

30 percent of total
rice consumption
from ration shops;
the 1979-81 calorie
and income impact
similar to that be-
fore 1979; after
1981, evidence of
some deterioration
in nutrition when

Coupon system, Colombia

Coupons issued to  Nutrition-fortified
vulnerable women foods: noodles,
and children; tar- biscuits, vegetable
geting through mixtures, textured
health system and  protein foods; in-
geographical area clusion of less ex-
pensive staples
being considered

coupon value was
halved because of
inflation

Increased maternal
weight in preg-
nancy and in-
creased birth
weight

Covers half of
country geographi-
cally; well tar-
garted; 200,000
households
reached (1980)

Need to distribute
rice under ration
led to effective sys-
tem of government
procurement, with
some benefit to
farmers

15 to 24 percent
(1970s)

11 to 14 percent
(1980-81)

Shift to coupon
system coincided
with move to full-
cost producer pric-
ing, which further
increased benefits
to farmers; efforts
made to target
other welfare and
employment pro-
grams to needy as
identified by
means test

Local firms contrib-
ute resources for
production of nu-
tritious foods

Less than 1 per-
cent (1980)

litical support for these programs
is correspondingly broad, mak-
ing reductions in their scale or
scope extremely difficult. There
are other disadvantages as well.
With price regulation favoring
consumers, farmers’ incentives are
depressed. As a result, the growth
of domestic food output is slowed,
imports mount, and there is wast-
age. Food crops are so important
in most low-income countries that
these distortions can have mas-
sive macroeconomic conse-
quences. Subsidies, which in some
countries amount to as much as
20 percent of the national budget,
can dwarf agricultural investment

and even undermine the govern-
ment’s ability to maintain public
sector investment as a whole.
Food subsidies can be designed
to be relatively cheap, however.
Many governments operate tightly
structured, targeted programs
with entitlements based on means
tests or administrative proce-
dures such as health screening.
The means test and coupon sys-
tem introduced in Sri Lanka in
1979 has reduced the number of
participants by half and more than
halved the costs of the govern-
ment food ration. Coupon sys-
tems, such as those in Sri Lanka
and Colombia, can define differ-

ent target groups by using several
criteria—income level, special
needs (such as pregnancy), or
family size and age composition.
The administrative costs of tar-
geting can be reduced by using
automatic, self-targeting mecha-
nisms. In countries where the poor
are concentrated geographically,
targeting by location can be cost-
effective. Subsidized food is dis-
tributed only to certain commu-
nities or is restricted to certain
types of shops that are not pa-
tronized by the relatively well-off.

Targeting by commodity, which
involves changing relative prices
to encourage consumption of nu-
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8 Conclusions

Continuing progress in agricul-
ture is of vital importance to the
developing world for several rea-
sons:

¢ Close to two-thirds of the
population draws its livelihood
from agriculture as farmers and
farm workers. These groups in-
clude the vast majority of the
world’s poorest people.

¢ Driven by population and in-
come growth, the demand for food
in the developing economies is
likely to increase by at least a third
over the next decade. If more rapid
progress is made in raising the
incomes of lower-income groups
and in low-income economies, the
increase could be much sharper.

e Agricultural  exports ac-
counted for 30 percent of the de-
veloping countries’ total mer-
chandise export earnings in the
late 1970s. Agricultural exports are
still the main category of exports
for over two-thirds of these coun-
tries. Export earnings finance im-
ports needed for faster growth,
and good export performance en-
hances access to international
capital markets.

¢ Finally, structural interde-
pendence and complementarity
between agriculture and other
sectors suggest that weak per-
formance in agriculture will be ac-
companied by weak growth else-
where in the economy. This is
most important in the low-in-
come, predominantly rural
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economies, but the evidence re-
viewed in Chapter 5 suggests the
linkages are strong over a wide
range of country conditions.
Among the more vivid demon-
strations is the experience of most
sub-Saharan African countries in
the 1970s, where poor agricul-
tural performance contributed
heavily to economy-wide deteri-
oration.

There has been impressive
progress in agriculture in devel-
oping countries over the past three
decades. It has been supported
by major research efforts applied
to food crops in the developing
world. The results of this research
have already moved from labo-
ratories and experimental plots to
millions of farms in dozens of
countries. New seeds, combined
with irrigation water and fertil-
izer, have boosted yields and pro-
duction of staple foods. Dubbed
the Green Revolution, this prog-
ress is already widely known. It
has transformed the lives and
prospects of millions, and spurred
new research.

For all its achievements, the
Green Revolution has not yet oc-
curred in many parts of the world.
Agricultural growth has varied
widely among the main regions
of the developing world, among
individual countries within each
region, and among areas within
each country. In some it has been
spectacular, in others non-

existent. When the results are
added up they leave no room for
complacency, particularly when
they are set alongside the rise in
population: while agricultural
output grew at just under 3 per-
cent a year in the 1960s and 1970s,
it barely kept ahead of population
growth. Output per capita in-
creased at only 0.4 percent a year.
That average conceals sharp dif-
ferences, because growth ranged
from 1.4 percent a year in South-
east Asia and 0.6 percent a year
in Latin America to little or noth-
ing in the low-income countries.
In South Asia as a whole, the
growth of agricultural output just
kept pace with population; in Af-
rica, output per capita grew at 0.2
percent a year during the 1960s,
but actually declined by 1.4 per-
cent a year in the 1970s.

Agriculture and economic
growth

In the middle-income countries the
structural transformation from an
agrarian to an industrial economy
is well advanced. Agricultural
progress is helping, and being
helped by, growth in the rest of
the economy. More and more of
these countries are about to reach
an important milestone—the be-
ginning of decline in their agri-
cultural labor force, which will
usher in the prospect of more
rapid increase in the productivity



and incomes of their farmers. In
the low-income countries, agri-
culture is an even bigger influ-
ence on overall economic growth,
because it accounts for a much
larger share of GNP. In these
countries, a major challenge for
the international community and
national governments alike is to
achieve agricultural growth rates
higher than those of the popula-
tion. This holds out the best hope
for both reducing poverty and in-
creasing overall economic growth.

For many years, the causes of
agricultural growth were contro-
versial and little understood. That
is no longer so. Evidence and ex-
perience now support certain key
propositions about the role of
governments and of farmers
themselves in encouraging this
growth. Starting with farmers, it
can confidently be said that:

e All farmers—small, medium,
and large—respond to economic
incentives. Far from being “tra-
dition-bound peasants,” farmers
have shown that they share a ra-
tionality that far outweighs dif-
ferences in their social and eco-
logical conditions. In largely
market-oriented economies such
as Brazil and Kenya, as well as in
centrally planned economies such
as China and Hungary, farmers
have responded to economic in-
centives. In some instances, their
response exceeded the expecta-
tions of policymakers. Farmers in
the irrigated areas of South Asia
responded dramatically to the new
incentives provided by the Green
Revolution. In dryland areas of
Nigeria, farmers showed that they
were more aware of constraints
and opportunities than the pro-
ject staff who were planning new
schemes for them.

e Farmers contribute to agri-
cultural investment. All of them,
even those farming only a few
acres, save a substantial part of
any extra income and invest it on

their farms. They also use their
own and their families’ labor to
level land, grow trees, dig ditches,
and build paddy terraces—activ-
ities that create capital to produce
more agricultural output in the
future. In Pakistan, for example,
more water for irrigation comes
from privately installed tubewells
than from publicly built reser-
voirs.

e Small farmers can be highly
productive. Typically, they pro-
duce more from each acre than
large farmers do, despite the often
considerable disadvantages of
their limited access to services,
markets, and production inputs
such as fertilizer. Programs and
policies dealing with these prob-
lems thus offer substantial eco-
nomic benefits, as well as in-
crease employment and incomes
among the poor.

Given incentives and the means
to take advantage of them, there-
fore, farmers will expand output.
That does not mean that govern-
ments and other official agencies
should confine themselves solely
to fixing those incentives. There
are several things that farmers
cannot do on their own and that
therefore require public action:

e Research and technology need
to be developed and adapted to
local conditions. The lack of tech-
nological improvements suitable
for African conditions is a main
reason for Africa’s poor perform-
ance so far.

e Rural development programs
have helped overcome obstacles
to increased agricultural output
and have also benefited the poor.
However, rural projects need to
minimize their-demands on scarce
administrative and managerial
skills in developing countries. The
most effective projects are likely
to be simply designed, and to in-
volve local farmers in their con-
ception and execution.

® Major investments in irriga-

tion, transport, and marketing
networks are needed.

e Where little agricultural
progress has been made, it is
sometimes because of an adverse
agrarian structure inherited from
the past. Northeast Brazil is only
one area where landless laborers
and small farmers are underem-
ployed, while extensive tracts of
land are underutilized on large
farms. In several countries, land
reform has played a valuable role
in raising agricultural output. In
all countries, security of tenure is
important—without this farmers
are reluctant to improve the land
and to husband its long-term fer-
tility.

Government intervention in
marketing and input supply may
be essential at the early stages of
development, but it has fre-
quently been counterproductive
when allowed to monopolize these
functions. Experience suggests
that in mixed economies, the pri-
vate sector can usually be en-
couraged to take on a major part
of these activities, with govern-
ment primarily exercising a reg-
ulatory role.

Policy priorities

The past therefore provides a clear
guide for the future: the con-
straints on agricultural growth do
not lie in the behavior of farmers;
they are not unwilling to work
hard, to adopt profitable inno-
vations, or to invest for the fu-
ture. Instead, the constraints are
to be found in the environment
in which farmers operate: the
technology available to them, their
access to land, the incentives for
production and investment, the
availability and price of materials
such as fertilizer, the provision of
irrigation, and possibilities for
marketing their output. This sec-
tion reviews some of the main
policy issues in these areas.
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Technology
Government-supported agricul-
tural research in the industrial
countries began in the middle of
the nineteenth century. By con-
trast, systematic research on food
crops in the developing world be-
gan only during the past three
decades. Apart from China, whose
research work was indigenous,
developing countries have relied
on a mixture of international and
local efforts. That will continue to
be the case. An appropriate strat-
egy involves strengthening and
expanding the present network of
international research centers to
cover more crops and more eco-
logical conditions. The smallest
and poorest countries—those with
least capacity to conduct agricul-
tural research—are most depend-
ent on the international research
effort. In all developing coun-
tries, national research needs to
expand considerably. lts empha-
sis will be on adapting new va-
rieties to local conditions and in-
creasing their immunity to
diseases and insects.

Many countries, especially in
Africa, still lack effective research
institutes on the scale they need.
Remedying this will require as-
sistance from both multilateral and
bilateral donors. In addition, it is
imperative that donor countries
expand their support for the Con-
sultative Group for International
Agricultural Research (CGIAR).
The CGIAR’s progress has re-
cently been slowed down by the
unwillingness of donors to in-
crease their contributions.

Incentives to producers

It is primarily the responsibility
of governments to ensure that the
prices of agricultural products and
supplies are not distorted in a way
that inhibits the growth of output
and incomes. This is not to say
that agriculture should not be
taxed or that its supplies should
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be subsidized—quite the con-
trary. In low-income countries,
especially, agriculture provides the
main tax base. Farmers must
therefore contribute to help fi-
nance many government activi-
ties—not least the investments in
infrastructure and irrigation from
which they themselves benefit. For
commodities such as tea, coffee,
and cocoa—which are produced
mainly for export, and for which
demand is more sensitive to qual-
ity than to price—it makes sound
economic sense for governments
to impose export taxes.

Thus the issue is not whether
to tax agriculture, but how and
how much. There are no fixed and
simple answers to this question,
although experience and research
is starting to provide some guide-
lines on appropriate levels and
forms of agricultural taxation. For
example, export taxes on tropical
beverages have clearly been set
too high in a number of African
countries, where production has
stagnated or even declined, and
market shares have been lost to
other exporters.

Frequently, it is macroecon-
omic policies, rather than those
that apply narrowly to agricul-
ture, that give rise to inadequate
incentives. A common failing is
overvalued exchange rates, which
reduce the prices that farmers re-
ceive for exported crops and, at
the same time, make it cheaper
to import agricultural products.
The exchange rates thus exert
pervasive downward pressure on
the prices received by farmers.
Bringing exchange rates into line
with actual conditions in markets
is critical for appropriate agricul-
tural pricing.

Though they can influence or
determine domestic prices, gov-
ernments of developing countries
have little or no control over in-
ternational prices. Too often these
are set artificially low because of

the extra output produced by
subsidized farmers behind pro-
tective barriers in industrial coun-
tries. Too often, also, prices fluc-
tuate more than would be
expected from supply and de-
mand shifts, because an excessive
share of market adjustment is
forced on the international mar-
ket by national policies which in-
sulate domestic markets from it.
Removing such distortions would
increase the incentives to farmers
in developing countries. It would
also stimulate more rapid overall
economic growth, because so
many developing countries still
depend heavily on agricultural
exports.

As to the prices of agricultural
inputs, the bulk of experience
cautions against subsidies. Sub-
sidized fertilizer prices may well
encourage farmers to adopt fer-
tilizer-using cultivation methods
more rapidly than they would
otherwise, but that is not a suf-
ficient reason for subsidies. New
practices that offer high economic
returns are rapidly adopted by
farmers, even without subsidies.
And once instituted, subsidies are
politically difficult to lower or re-
move. Credit also is often subsi-
dized, in some instances at neg-
ative real interest rates. Such a
policy may stimulate investment
in agriculture, but it is all too often
of the wrong kind: subsidized in-
terest rates lower the effective cost
of capital goods and lead to labor-
displacing investments that are not
warranted where labor is plenti-
ful and capital scarce. In any case,
subsidized credit seldom reaches
small farmers, since it is generally
preempted by the larger and more
influential ones.

Agricultural investinent

Continued agricultural progress
depends in part on additional
public sector investment in agri-
cultural development programs.



Their economic returns are high,
though they could still be in-
creased. For example, there is
considerable evidence that water
is wasted because irrigation
schemes are badly designed and
poorly managed. These weak-
nesses were discussed in Chapter
6; putting them right is largely the
responsibility of national govern-
ments.

New transport facilities that
reach down to the village level
open new markets to farmers and
give them access to modern in-
puts at lower costs. Improved
transport has a direct effect: it in-
creases the farm-gate prices of
crops and reduces those of inputs
because transport costs are re-
duced. It also has an indirect ef-
fect: more traders visit accessible
villages than remote ones; thus
the influence of local monopolies
is reduced and farmers’ prices are
improved.

Transport infrastructure can be
constructed and maintained in a
variety of ways. Some require
large infusions of expensive for-
eign equipment, others utilize
abundant local labor. China is
noted for its success in mobilizing
local labor for creating rural pub-
lic works, but lesser-known, ef-
ficient examples come from such
diverse cultures as Indonesia, In-
dia, the Republic of Korea, and
Sri Lanka.

While many countries have
proclaimed agriculture and rural
development to be the corner-
stone of national development
plans, it is striking that most de-
veloping countries have allocated

only about 5 to 10 percent of their
government budgets to agricul-
ture in recent years. Even sub-
Saharan African countries mostly
fall in this range, in spite of the
importance of agriculture in their
economies. In these countries,
however, larger expenditures on
education have been necessary to
make up for the past and to keep
pace with the rapid growth in the
number of children.

Little analysis has been done of
the aggregate economic returns to
government expenditures in ag-
riculture. Project experience in-
dicates, however, that returns to
agriculture are, by and large, as
high as in other sectors. In some
countries, indeed, they are sub-
stantially higher. It is hard to avoid
the conclusion that the relative
priorities of the different sectors
need to be reconsidered in low-
income countries, if their growth
in agricultural output is to be im-
proved.

Industrial countries also have a
big contribution to make to agri-
cultural investment in developing
countries. In real terms, official
assistance to agriculture more than
doubled from 1973 to 1978, when
it reached about $10.4 billion (in
1979 prices). Since then, it has de-
clined to slightly below $10 billion
in 1979 and 1980. Donor govern-
ments are conscious that their
public spending options are lim-
ited. Aid to their domestic agri-
culture, however, is typically
eight- to tenfold greater than their
agricultural development assist-
ance.

Prospects

The coming increase in demand
for food has profound implica-
tions that go well beyond agri-
culture itself. Currently only about
8 percent of the food eaten in de-
veloping countries, and 9 percent
of all agricultural products avail-
able in those countries, is sup-
plied by imports. Few countries
could see these ratios increase
rapidly without encountering se-
vere balance of payments prob-
lems. To meet the growth in de-
mand for food, they will need to
supply the bulk of it themselves.

Whether they can meet this
challenge is a critical question for
the future of hundreds of millions
of people. If the past is any guide,
policy improvements could
achieve dramatic results. The rise
in agricultural output over the past
two decades has confounded the
predictions of widespread famine
which were common in the 1950s
and 1960s. It has also disproved
the Malthusian notion that agri-
cultural growth is subject to iron
laws beyond the control of peo-
ple. If agricultural technologies can
be improved, additional re-
sources mobilized, and appropri-
ate policies adopted in industrial
and developing countries, then
faster agricultural growth will be
achieved. Economic develop-
ment, particularly of the poorer
countries, will speed up. And
poverty will be reduced.
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Bibliographical note

This Report has drawn on a wide
range of World Bank work as well
as on external research. Selected
sources used in each chapter are
briefly noted below, and then
listed alphabetically by author. The
World Bank sources include sec-
tor policy papers, ongoing eco-
nomic analysis and research, and
project sector and economic work
on individual countries. In addi-
tion, a set of background papers
is commissioned for each Report;
their primary purpose is to syn-
thesize the relevant literature and
Bank work. (Thus the sources cited
in these papers are not listed sep-
arately.) Many of the background
papers are issued as World Bank
Staff Working Papers, which are
available from the Bank’s Publi-
cations Unit. The views they ex-
press are not, however, necessar-
ily those of the World Bank or of
this Report.

Selected sources, by chapter

Chapters 2, 3, and 4

These chapters reflect in large part
an updating of the extensive dis-
cussion of the international econ-
omy of last year’s World Develop-
ment Report. Thus, many of the
references cited there are also rel-
evant for this year’s analysis.
Chapters 2 and 3 draw heavily on
the Bank’s data files and on pub-
lished statistics from other official
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agencies including the IMF,
OECD, GATT, and United Na-
tions organizations. Work on the
transitional state of the world
economy by Hardy and Kharas
complements the detailed analy-
sis in last year’s Report. The in-
ternational product comparisons
by Kravis, Heston, and Summers
are used in the analysis of the
changing pattern of global eco-
nomic activity. Work done for the
1980 World Development Report is
the basis for the discussion of hu-
man resource development and
long-term growth. Prospects for
the 1980s build on component
analyses by Swamy (remittances),
Frank, Havrylyshyn, and Hughes
and Waelbroeck (trade) and on
modeling work following Chee-
tham and others and Waelbroeck
and associates.

Chapter 5

The analysis of recent agricultural
growth is based on country food
and agricultural production data
provided by the Food and Agri-
culture Organization of the UN
(FAO)—FAO Production Yearbooks,
Agriculture: Toward 2000, and
background. data developed for
these studies—and on World Bank
data for total and sectoral GDP
growth rates. Tables 5.1 and 6.1
are derived from these sources,
with country data arranged to
conform to World Bank regional
groupings.

The close parallelism between
sectoral growth rates in agricul-
ture, industry, and total GDP
emerges from an analysis of in-
dividual country performance
during 1960-80 for all developing
countries for which adequate data
were available. The analysis of the
changing role of agriculture in de-
velopment—the growth of out-
put, the changing pattern of pro-
duction and consumption, and the
relative decline of the sector in
employment and income—is
based on country experience dur-
ing those two decades, earlier de-
velopment experience (Lewis,
Rostow, Kuznets, Bairoch, and
Hayami and Ruttan), and studies
of structural transformation (Che-
nery, Clark, Kuznets, and John-
son and Kilby). The development
of agricultural trade, particularly
the emergence of new markets for
developing-country agricultural
exports in planned economies and
the oil-exporting countries, is
based on GATT and FAO trade
tapes, World Bank data, and
Kharas.

The costs of agricultural sup-
port and protection were derived
from national sources of the
countries and country groups
cited; for example, the Commis-
sion of the European Communi-
ties and US Departments of Ag-
riculture and Commerce. The
adjusted nominal protection coef-
ficients in Box 5.3 are derived from



World Bank studies of nominal
protection coefficients, adjusted
by the World Bank’s estimated
equilibrium exchange rate for each
country.

Chapter 6

The World Bank has financed
some 800 agricultural and rural
development projects in 70 coun-
tries. The discussion in Chapter
6 represents a synthesis of the
Bank’s extensive development ex-
perience. Although most of the
background material is unpub-
lished, the Bank’s Sector Policy
Papers dealing with agriculture
and rural development and the
Proceedings from the Agricul-
tural Sector Symposia give broad
overviews of most of the topics
dealt with in the chapter.

The delineation of crop zones
is based on work initially carried
out by IFPRI for a limited number
of countries. The coverage was
extended to all developing coun-
tries primarily with the use of the
FAQ’s Report on the Agro-Ecolog-
ical Zones Project.

The annual reports of CGIAR
and the various international re-
search centers, the World Bank'’s
Policy Paper on Agricultural Re-
search, and the working paper
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edited by Carruthers give an up-
to-date picture of agricultural re-
search in developing countries.

Barker and others review the
evolution of irrigation in Asia, and
Bottrall evaluates the perfor-
mance of selected irrigation proj-
ects from all parts of the devel-
oping world. Benor and Harrison
give an overview of the principles
of agricultural extension with
special emphasis on the Training
and Visit System.

Chapter 7

Like Chapter 6, this chapter de-
rives far more from Bank opera-
tional experience than from pub-
lished research. The enumeration
of the world’s rural poor builds
on the work of the 1980 World De-
velopment Report, incorporating, for
the first time, estimates on Asian
centrally planned economies,
based mainly on the Bank’s eco-
nomic work in China.

Material on small-farmer strat-
egies and on agrarian reform stems
preponderantly from Bank oper-
ational experience, supplemented
by Bank-sponsored research in
Northeast Brazil (Kutcher and
Scandizzo) and worldwide (Berry
and Cline). Rural public works
discussions are drawn from Burki

and others, and the discussion on
mobility, from Lipton, Lloyd,
Perlman, and Mohan. Important
contributions on the landless and
rural nonfarm employment were
made by Singh, Binswanger, Kifle,
Anderson and Leiserson, Chuta
and Liedholm, and associated
Michigan State University stud-
ies. The box on the Maharashtra
Employment Guarantee Scheme
is based on work by Raj Krishna.

Excellent overviews on nutri-
tional problems and the role of
food subsidy programs are found
in World Food Council Reports,
Reutlinger and Selowsky, Davis,
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Key

In each table, countries are listed in their
group in ascending order of income per
capita. The reference numbers indicating
that order are shown in the alphabetical
list of countries below.

Figures in the colored bands are sum-
mary measures for groups of countries.
The letter w after a summary measure
indicates that it is a weighted average;
the letter m, that it is a median value;
the letter ¢, that it is a total.

.. Not available.
(.) Less than half the unit shown.

All growth rates are in real terms.

Figures in italics are for years or periods
other than those specified.

Afghanistan 10 Hong Kong 92 Peru 59
Albania 58 Hungary 122 Philippines 52
Algeria 79 India 19 Poland 120
Angola 42 Indonesia 38 Portugal 85
Argentina 86 Iran 89 Romania 84
Australia 107 Iraq 90 Rwanda 14
Austria 110 Ireland 101 Saudi Arabia 98
Bangladesh 5 Israel 96 Senegal 41
Belgium 114 Italy 103 Sierra Leone 22
Benin 29 Ivory Coast 63 Singapore 95
Bhutan 3 Jamaica 61 Somalia 8
Bolivia 46 Japan 108 South- Africa 83
Brazil 80 Jordan 71 Spain 102
Bulgaria 121 Kampuchea, Democratic 1 Sri Lanka 21
Burma 9 Kenya 35 Sudan 32
Burundi 13 Korea, Democratic Republic of 69 Sweden 117
Cameroon 50 Korea, Republic of 75 Switzerland 119
Canada 109 Kuwait 99 Syrian Arab Republic 70
Central African Republic 26 Lao People’s Democratic Republic 2 Tanzania 23
Chad 4 Lebanon 72 Thailand 51
Chile 82 Lesotho 36 Togo 33
China 24 Liberia 43 Trinidad and Tobago 93
Colombia 65 Libya 97 Tunisia 68
Congo, People’s Republic of 55 Madagascar 31 Turkey 73
Costa Rica 77 Malawi 17 Uganda 28
Cuba 74 Malaysia 76 Union of Soviet Socialist
Czechoslovakia 124 Mali 12 Republics 123
Denmark 116 Mauritania 40 United Arab Emirates 100
Dominican Republic 64 Mexico 81 United Kingdom 105
Ecuador 66 Mongolia 57 United States 111
Egypt, Arab Republic of 47 Morocco 56 Upper Volta 15
El Salvador 49 Mozambique 18 Uruguay 88
Ethiopia 6 Nepal 7 Venezuela 91
Finland 106 Netherlands 112 Viet Nam, Socialist

France 113 New Zealand 104 Republic of 11
German Democratic Republic 125 Nicaragua 53 Yemen Arab Republic 39
Germany, Federal Republic of 118 Niger 30 Yemen, People’s Democratic

Ghana 34 Nigeria 60 Republic of 37
Greece 94 Norway 115 Yugoslavia 87
Guatemala 62 Pakistan 27 Zaire 16
Guinea 25 Panama 78 Zambia 45
Haiti 20 Papua New Guinea 54 Zimbabwe 48
Honduras 44 Paraguay 67
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Introduction

The World Development Indica-
tors provide information on the
main features of social and eco-
nomic development. Over time,
the World Bank has developed
standard data formats for opera-
tional use, and its data bank has
become increasingly geared to the
provision of statistical input for
internal information and decision
papers. The broad range of inter-
nationally comparable statistical
information is intended to be suit-
able for cross-country analysis.

Most of the data collected by
the World Bank are on its devel-
oping member countries. Because
comparable data for developed
market economies are readily
available, these are also included
in the indicators. Data for non-
market economies, few of which
are members of the World Bank,
are included if available in a com-
parable form.

Every effort has been made to
standardize concepts, definitions,
coverage, timing, and the evalu-
ation of the basic data to ensure
the greatest possible degree of
comparability. Since the pub-
lication of the first World De-
velopment Indicators in 1978,
considerable progress has been
made, through the use of more
uniform definitions and concepts,
toward making the data more in-
ternationally comparable.  Al-
though the number of indicators
included in this edition is greater
than in the first edition, it is be-
lieved that the quality of the data
has been substantially improved.

The indicators in Table 1 give a
summary profile of economies.
The data in other tables fall into
the following broad areas: na-
tional accounts, industrialization,
energy, external trade, aid flows,
demography, labor force, urban-
ization, social indicators, defense
and social expenditure, and in-
come distribution. The informa-
tion used in computing these in-
dicators was drawn from the data
files and publications of the World
Bank, the International Monetary
Fund, and the United Nations and
specialized agencies, supple-
mented by information from na-
tional and other sources. This in-
formation reflects the most recent
data available in the spring of 1982.

For ease of reference, ratios and
rates of growth are shown; ab-
solute values are reported only in
a few instances. Most growth rates
were calculated for two periods:
1960-70 and 1970-80, or 1970-79
if data for 1980 were not available.
All growth rates are in real terms
and were computed, unless noted
otherwise, by using the least-
squares method. Because this
method takes all observations in
a period into account, the result-
ing growth rates reflect trends that
are not unduly influenced by ex-
ceptional values. Table entries in
italics indicate that they are for
years or periods other than those
specified. All dollar figures are US
dollars.

Some of the differences be-
tween figures shown this year and
last year reflect not only updating

but also revisions to historical se-
ries. They also reflect revisions to
the estimates of population on the
basis of new information from re-
cent surveys and the 1980 round
of censuses.

The economies included in the
World Development Indicators are
classified by GNP per capita. This
classification is useful in distin-
guishing economies at different
stages of development. Many of
the economies included are also
classified by dominant character-
istics—to  distinguish oil im-
porters and exporters and to
distinguish market and nonmar-
ket industrial economies. The
groups used in the tables are 33
low-income developing econo-
mies with a per capita income of
$410 or less in 1980; 63 middle-
income developing economies
with a per capita income of more
than $410; 4 high-income oil ex-
porters; 19 industrial market
economies; and 6 nonmarket in-
dustrial economies.

The format of this edition gen-
erally follows that used in pre-
vious years, but some of the
economies have been reclassified
to reflect changes in their income
levels. Within each group, econo-
mies are listed in ascending order
of income per capita, and that or-
der is used in all tables. Econo-
mies for which 1980 GNP data
were not available have been
placed on the basis of estimates.
The alphabetical list on the op-
posite page shows the reference
number of each economy. Coun-
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Table 18. Demographic and fertility-related indicators

Crude Crude Percentage
birth death change in: Percentage of
rate per rate per married women
thousand thousand %il:tie g:;‘t’r? f;rc:itl?tly using contra-
1 i H C
population population rate rate rate ceptives
19602 1980 19602 1980  1960-80° 1960-80° 1980 1970 1979
Low-income economies 43w 3w 18w 12w -283w —-360w 42w
China and India 42 w 27w 17w 10w -349w -396w 37w
_. Other low-income Qw 45 w 25w 18w -82w —282y 61w
1 Kampuchea, Dem. 45 - 19 5 . . .
2 Lao PDR 42 42 19 21 -10 89 6.1
3 Bhutan 43 39 26 19 -98 —-249 55
4 Chad 45 44 29 23 -24 -196 59 -
5 Bangladesh 54 45 28 18 -153 -35.2 6.0 9
6 Ethiopia 51 49 28 24 -28 -14.8 6.7 . -
7 Nepal 44 42 27 20 -34 -253 6.1 1 4
8 Somalia 47 46 28 20 -13 =271 6.1
9 Burma 43 37 21 14 -128 -357 53
10 Afghanistan 50 47 31 26 -65 -16.0 6.6
11 Viet Nam 47 36 21 9 -219 -594 52
12 Mali 50 50 27 21 -08 -20.1 6.7
13 Burundi 47 46 27 22 -30 -169 6.4
14 Rwanda 51 53 27 20 41 -26.1 8.3
15 Upper Volta 49 48 27 24 -12 -97 6.5
16 Zaire 48 46 24 18 -46 -26.3 6.1 .
17 Malawi 53 56 27 22 58 -176 78 .
18 Mozambique 46 45 26 18 -20 -30.4 6.1 . .
19 India 44 36 22 14 -185 -376 49 12 23
20 Haiti 39 36 20 14 -85 -292 48 . .
21 Sri Lanka 36 28 9 7 -22.7 -19.6 36 8 41
22 Sierra Leone 47 46 27 18 -30 -316 6.1 . .
23 Tanzania 47 46 22 15 -06 -32.6 6.5
24 China 40 21 14 8 -474 -426 2.9
25 Guinea 47 46 30 20 -21 -340 6.2
26 Central African Rep 43 44 28 21 42 =252 59 .
27 Pakistan 51 44 24 16 -150 -34.2 6.1 6
28 Uganda 45 45 20 14 -09 -325 6.1 .
29 Benin 51 49 27 18 -38 -317 6.7
30 Niger 52 52 27 22 -06 -19.4 71
31 Madagascar 47 47 27 18 -02 -32.7 6.5
32 Sudan 47 47 25 19 09 -233 6.7
33 Togo 51 48 27 18 -55 -325 6.5
Middle-income economies 43w 3Bw 17 w Mw -183w -36.4w 48w o &
Qil exporters 47 w 40w 20w 12w -157w -3%4w 54w » 'L
. Oil importers 40 w 31w 14w 10w ~209w -335w 43w o d -
34 Ghana 49 48 24 17 -10 -310 6.7 2 4
35 Kenya 52 51 24 13 -08 -436 78 1 7
36 Lesotho 41 43 23 16 49 -312 58 . .
37 Yemen. PDR 50 46 29 20 -85 -313 6.7 . ,
38 Indonesia 46 35 23 13 -227 -40.9 45 () 27
39 Yemen Arab Rep. 50 47 29 23 -60 =211 6.5
40 Mauritania 51 50 27 22 -08 -20.7 6.9
41 Senegal 48 48 27 21 -02 -19.6 6.5
42 Angola 50 48 31 22 -40 -28.3 6.4
43 Liberia 50 49 21 14 -26 -34.0 6.9
44 Honduras 51 45 19 1 -115 -410 6.8
45 Zambia 51 49 24 17 -30 -324 6.9
46 Bolivia 46 43 22 16 -73 -26.7 6.1 . .
47 Egypt 44 37 19 12 -159 -36.3 49 9 17
48 Zimbabwe 55 54 17 13 -22 -21.2 8.0 . 14
49 El Salvador 49 41 17 9 -16.6 —-476 57 .
50 Cameroon 43 42 27 19 -14 -314 57 . .
51 Thailand 44 30 15 8 -312 -470 4.0 8 39
52 Phiiippines 46 34 15 7 -251 -50.0 46 2 37
53 Nicaragua 51 45 19 12 -11.2 -386 6.3 . .
54 Papua New Guinea 44 37 23 15 -164 -349 52 .
55 Congo, People’s Rep. 40 42 18 10 55 -429 6.0 .
56 Morocco 52 44 23 13 -153 -457 6.5 1
57 Mongolia 41 35 15 8 ~14.8 -487 52
58 Albania 41 30 " 6 =277 -455 39
59 Peru 47 36 20 11 -228 -455 50
60 Nigeria 52 50 25 17 -44 -328 6.9
61 Jamaica 39 29 10 6 =272 -326 39
62 Guatemala 48 40 19 11 -178 -43.2 54
63 Ivory Coast 50 47 26 18 -73 -332 67
64 Dominican Rep 50 36 16 9 -282 -466 48 31
65 Colombia 46 30 14 8 -344 -419 38 46
66 Ecuador 47 40 17 10 -139 -410 6.0 i




















































Technical notes

This edition of the World Devel-
opment Indicators provides eco-
nomic data for periods of years
and social data for selected years
in a form suitable for comparing
economies and groups of econo-
mies. Although the statistics and
measures have been carefully se-
lected to provide a comprehen-
sive picture of development,
readers are urged to exercise care
in interpreting them. This is par-
ticularly true of comparing indi-
cators across economies, because
statistical methods, coverage,
practices, and definitions differ
widely. The statistical systems in
many developing economies still
are weak, and this affects the
availability and reliability of data.

All growth rates shown are in
real terms and, unless otherwise
noted, have been computed by
using the least-squares method.
The least-squares growth rate, r,
is calculated by regressing the an-
nual values of the variable in the
relevant period using the loga-
rithmic form: log X, = a + bt +
e,, where X, is the variable, t is
time, ¢, is the error term, and b is
the slope coefficient. Then r is
equal to [antilog b] — 1, the least-
squares estimate of the growth
rate.

Table 1. Basic indicators

The estimates of population for mid-
1980 are primarily from the UN
Population Division. In many
cases the data take into account

the results of recent population
censuses. The data on area are
from the FAO Production Yearbook,
1979.

Gross national product (GNP)
measures the total domestic and
foreign output claimed by resi-
dents. It comprises gross domes-
tic product (see the technical notes
for Table 2) and factor incomes
(such as investment receipts and
workers’ remittances) accruing to
residents from abroad, less the in-
come earned in the domestic
economy accruing to persons
abroad. It is calculated without
making deductions for deprecia-
tion. For some economies the es-
timates of GNP are adjusted from
data on net material product.

The GNP per capita figures were
calculated according to the World
Bank Atlas method, under which
the conversion of GNP proceeds
in the following manner. The first
step is to convert the GNP series
in constant market prices and na-
tional currency units to one meas-
ured in constant average 1978-80
prices. This is done by multiply-
ing the original constant price se-
ries by the weighted-average do-
mestic GNP deflator for the base
period (that is, by the ratio of total
GNP in current prices to total GNP
in constant prices for the 1978-80
period). The second step is to
convert the series measured in
constant average 1978-80 prices
in national currency to one in US
dollars by dividing that series by
the weighted-average exchange
rate for the base period. The
weighted-average exchange rate

is the ratio of the sum of GNP in
current prices to the sum of the
GNP divided by the annual av-
erage exchange rate in national
currency per US dollar for 1978,
1979, and 1980. The third step is
to convert the series measured in
constant average 1978-80 US dol-
lars to one measured in current
US dollars by multiplying that se-
ries by the implicit US GNP de-
flator for 1978-80. This procedure
was followed for most econo-
mies.

The GNP per capita figures were
obtained by dividing GNP at mar-
ket prices in US dollars by the
population in mid-1980. The use
of the three-year base period is
intended to smooth the impact of
fluctuations in prices and ex-
change rates. Because the base
period is changed every year, the
data presented in the various edi-
tions of the World Development
Indicators are not comparable.

The figures on GNP and GNP
per capita for six nonmarket in-
dustrial economies—Bulgaria,
Czechoslovakia, German Demo-
cratic Republic, Hungary, Poland,
and USSR—have been derived
from official data on net material
product (NMP). Two relation-
ships were estimated by using the
national accounts data of 12 West-
ern European countries: the first
between NMP per capita and GNP
per capita for the benchmark year
1970; the second between the av-
erage annual growth rates of NMP
per capita and of GNP per capita.
For each of the six nonmarket in-
dustrial economies, the GNP per
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capita for 1970 was obtained by
entering its NMP per capita for
1970 (converted to US dollars by
the noncommercial exchange rate)
in the first equation. The 1970
benchmark GNP per capita ob-
tained from the first equation was
then extrapolated to 1980 by us-
ing the growth rates estimated
from the second equation. The
1980 estimates of GNP per capita
in 1970 US dollars were then con-

verted to current dollars by mul-
tiplying them by the US implicit
GNP deflator for 1970.

The estimates of GNP per cap-
ita and of GNP per capita growth
rates for the nonmarket industrial
economies must thus be treated
as tentative. Furthermore, be-
cause these estimates are not
based on average exchange rates
for 1978-80, they are not com-
parable with estimates for market

Gross product per capita computed conventionally and computed by using the ICP

method, selected countries, 1975

Index of GDP per capita
(United States = 100)

US dollars converted at

GDP per capita at
purchasing-power-parity
exchange rate as
percentage of that at

International dollars
converted at purchasing-
power-parity exchange

Country official exchange rate rate? official rate
Africa

Kenya 3.4 6.6 195
Malawi 1.9 4.9 255
Zambia 6.9 10.3 149
Asia

India 2.0 6.6 322
Iran 22.1 37.7 171
Japan 62.3 68.4 110
Korea, Rep. of 8.1 20.7 254
Malaysia 10.9 21.5 198
Pakistan 2.6 8.2 312
Philippines 5.2 13.2 251
Sri Lanka 2.6 9.3 365
Syrian Arab Rep. 10.0 25.0 250
Thailand 5.0 13.0 261
Europe

Austria 69.8 69.6 100
Belgium 87.8 77.7 88
Denmark 104.5 82.4 79
France 89.6 81.9 91
Germany, Fed. Rep. 94.7 83.0 88
Hungary 29.6 49.6 168
Ireland 37.2 42.5 114
Italy 47.9 53.8 112
Luxembourg 90.2 82.0 91
Netherlands 84.5 75.2 89
Poland 36.0 50.1 139
Romania 24.3 333 137
Spain 41.0 55.9 136
United Kingdom 57.6 63.9 111
Yugoslavia 232 36.1 156
Latin America and Caribbean

Brazil 16.0 25.2 158
Colombia 7.9 224 283
Jamaica 19.6 24.0 123
Mexico 20.4 34.7 170
Uruguay 18.2 39.6 217

a. An international dollar has the same purchasing power over total GDP as a US dollar.
Source: Kravis and others, “World Product and Income: International Comparisons of Real Gross Product

(Baltimore: Johns Hopkins University Press, 1982)
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economies. This different treat-
ment, and the known differences
between the concepts used for
national accounts of market and
nonmarket economies, limit the
comparability of the data pre-
sented for the two sets of econo-
mies. For example, the figures
shown in Table 1 for nonmarket
industrial economies differ con-
siderably from other estimates
derived from official GDP esti-
mates converted at the annual av-
erage official exchange rates:
compare $2,300 for Bulgaria in
1978, $2,060 for Hungary in 1980,
and $2,150 for Poland in 1979. The
World Bank is undertaking re-
search to develop more compa-
rable estimates of GNP per capita
for nonmarket industrial econo-
mies.

The use of official exchange rates
to convert national currency fig-
ures to US dollars does not ac-
curately measure the relative pur-
chasing power of currencies. In
particular, the differences in the
real income between developing
and industrial economies are likely
to be exaggerated. The reason is
that exchange rates are based on
prices of internationally traded
goods and services and may bear
little relation to the prices of goods
and services that do not enter in-
ternational trade but that make up
the bulk of the national product
of most developing economies.

Exchange-rate-based GNP fig-
ures are inadequate measures of
relative well-being. This has been
demonstrated by the UN Inter-
national Comparison Project,
which has developed reliable
measures of real GNP on an in-
ternationally comparable scale (see
Irving Kravis and others, A Sys-
tem of International Comparisons of
Gross Product and Purchasing Power
[Baltimore: Johns Hopkins Uni-
versity Press, 1975]; Kravis and
others, International Comparisons of
Real Product and Purchasing Power



[1978]; and Kravis and others,
World Product and Income: Interna-
tional Comparisons of Real GDP
[1982]). This project has already
covered 34 countries and in the
next phase will cover about 75.
The World Bank, the United Na-
tions, and such other interna-
tional agencies as the European
Economic Community and the

Economic Commission for Latin
America are engaged in research
on appropriate ways of extending
purchasing power comparisons to
all the countries of the world. Un-
til such coverage is complete,
however, exchange rates remain
the only available means of con-
verting GNP from national cur-
rencies to US dollars.

The table on the preceding page
gives examples of the differences
between gross product per capita
as conventionally computed and
as computed using the ICP
method.

The average annual rate of infla-
tion was calculated from the im-
plicit gross domestic product
(GDP) deflator, which is calcu-

Basic indicators for UN/World Bank members with a population of less than 1 million

GNP per capita Average index
Area Average Average annual Adult Life ex- of food
(thousands annual rate of inflation literacy pectancy production
Population of square growth (percent) rate at birth v capita
(millions) kilo- Dollars (percent) (percent) (years) (1969-71 =100)
UN/World Bank member Mid-1980 meters) 1980 1960-8(0° 1960-70 1970-80° 1977¢ 1980¢ 1978-80
Guinea-Bissau 0.8 36 160 .. .. 7.5 28 42 91
Gambia, The 0.6 11 250 1.7 2.2 11.0 15 42 71
Maldives 0.2 () 260 1.3 .. 82 47
Cape Verde 0.3 4 300 .. 10.6 61
Comoros 0.4 2 300 -0.1 47
Equatorial Guinea 0.3 28 3.7 11.6 47
Western Samoa 0.2 3 .. .. .. .. 68 ..
Solomon Islands 0.2 28 460 1.0 3.0 8.5 .. .. 126
Djibouti 0.4 22 480 =53 . . 14 45
Sao Tome and Principe 0.1 1 490 0.3 22.1
St. Vincent and the
Grenadines 0.1 () 520 0.2 ..
Vanuatu 0.1 15 530 2.1 99
Dominica 0.1 1 620 -0.6 .. .. .. .. ..
Swaziland 0.6 17 680 6.2 2.2 10.8 65 47 114
Grenada 0.1 () 690 1.6 69
Guyana 0.8 215 690 0.9 2.3 10.8 70 94
St. Lucia 0.1 1 900 3.4 . . .. .. ..
Botswana 0.8 600 910 9.2 2.4 10.5 35 50 89
Mauritius 0.9 2 1,060 2.3 2.2 15.4 85 65 91
Belize 0.1 23 1,080 3.1 9.4
Antigua and Barbuda 0.1 () 1,270  -0.4 ..
Seychelles 0.1 () 1,770 3.1 .. .. .. 66 ..
Fiji 0.6 18 1,850 33 2.5 12.7 75 72 9
Suriname 0.4 163 2,840 4.9 . 10.0 65 68 182
Barbados 0.2 () 3,040 4.5 2.3 13.9 99 71 84
Malta 0.3 () 3,470 8.2 1.5 4.1 .. 72 133
Cyprus 0.6 9 3,560 . 1.3 5.2 89 73 99
Bahamas 0.2 14 3,790 -0.8 .. .. 93 69
Oman 0.9 300 4,380 -8.8 2.4 27.9 48 .
Gabon 0.7 268 4,440 5.5 5.4 19.6 45 97
Bahrain 0.4 1 5,560 .. . . 67 ..
Iceland 0.2 103 11,330 3.2 12.2 35.4 .. 76 109
Luxembourg 0.4 3 14,510 -8.0 3.6 6.8 100 72 107
Qatar 0.2 11 26,080 2.7 2.6 . .. 58

a. Because data for the early 1960s are not available, figures in italics are for periods other than that specified. b. Figures in italics are for 1970
79, not 1970-80. c. Figures in italics are for years other than that specified. See the technical notes.
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lated by dividing, for each year
of the period, the value of GDP
in current market prices by the
value of GDP in constant market
prices, both in national currency.
This measure of inflation has
limitations, especially for the oil-
producing countries in the light
of sharp increases in oil prices.

The adult literacy rate is the per-
centage of persons aged 15 and
over who can read and write.
These rates are based primarily
on information from the UN Ed-
ucational, Scientific, and Cultural
Organization (UNESCO), supple-
mented by World Bank data. Be-
cause such data are normally
gathered in large-scale demo-
graphic surveys and censuses,
they often are not available for
the most recent year. For some
countries the estimates are for
years other than, but generally not
more than two years distant from,
those specified. Thus the series
are not comparable for all coun-
tries.

Life expectancy at birth indicates
the number of years newborn
children would live if subject to
the mortality risks prevailing for
the cross-section of population at
the time of their birth. Data are
from the UN Population Division,
supplemented by World Bank es-
timates.

The index of food production per
capita shows the average annual
quantity of food produced per
capita in 1978-80 in relation to that
in 1969-71. The estimates were
derived from those of the Food
and Agriculture Organization
(FAO), which are calculated by
dividing indices of the quantity of
food production by indices of to-
tal population. Food is defined as
comprising cereals, starchy roots,
sugar cane, sugar beet, pulses,
edible oils, nuts, fruits, vegeta-
bles, livestock, and livestock
products. Quantities of food pro-
duction are measured net of
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animal feed, seeds for use in ag-
riculture, and food lost in pro-
cessing and distribution.

The table on the preceding page
shows basic indicators for 34
countries that have a population
of less than a million and are
members of the United Nations,
the World Bank, or both. For most
of these countries, comprehen-
sive data are not available. The
table in this year’s edition never-
theless contains three more indi-
cators: adult literacy, the rate of
inflation, and the growth of GNP
per capita.

The weighted averages in Table
1 are weighted by population.

Tables 2 and 3. Growth and
structure of production

Most of the definitions used are
those of the UN System of National
Accounts.

Gross domestic product (GDP)
measures the total final output of
goods and services produced by
an economy—that is, by residents
and nonresidents, regardless of
the allocation to domestic and
foreign claims. It is calculated
without making deductions for
depreciation. For most countries,
GDP by industrial origin is meas-
ured at factor cost, but for some
countries without complete na-
tional accounts series at factor cost,
market price series were used.
GDP at factor cost is equal to GDP
at market prices, less indirect taxes
net of subsidies. The figures for
GDP are dollar values converted
from domestic currency by using
the average annual exchange rate
for the year in question: that is,
they were not calculated by using
the World Bank Atlas method de-
scribed in the technical notes for
Table 1 and thus are not compa-
rable with the figures in that table.

The agricultural sector comprises
agriculture, forestry, hunting, and
fishing. The industrial sector com-

prises mining, manufacturing,
construction, and electricity,
water, and gas. All other branches
of economic activity are catego-
rized as services.

National accounts series in do-
mestic currency units were used
to compute the indicators in these
tables. Whereas the growth rates
in Table 2 were calculated from
constant price series, the shares
of GDP in Table 3 were calculated
from current price series.

The average growth rates for the
summary measures in Table 2 are
weighted by GDP in 1970 in dol-
lars. The average sectoral shares
in Table 3 are weighted by GDP
in current dollars for the years in
question,

Tables 4 and 5. Growth of
consumption and investment;
structure of demand

GDP is defined in the technical
notes for Table 2.

Public consumption (or general
government consumption) in-
cludes all current expenditure for
purchases of goods and services
by all levels of government. Cap-
ital expenditure on national de-
fense and security is regarded as
consumption expenditure.

Private consumption is the mar-
ket value of all goods and services
purchased or received as income
in kind by households and non-
profit institutions. It includes im-
puted rent for owner-occupied
dwellings.

Gross domestic investment con-
sists of the outlays for additions
to the fixed assets of the econ-
omy, plus changes in the net value
of inventories.

Gross domestic saving shows the
amount of gross domestic in-
vestment financed from domestic
output. Comprising public and
private saving, it is gross domes-
tic investment plus the net ex-



ports of goods and nonfactor
services.

Exports of goods and nonfactor
services represent the value of all
goods and nonfactor services sold
to the rest of the world; they
include merchandise, freight, in-
surance, travel, and other non-
factor services. The value of factor
services, such as investment re-
ceipts and workers’ remittances
from abroad, is excluded.

The resource balance is the dif-
ference between exports and im-
ports of goods and nonfactor
services.

National accounts series in do-
mestic currency units were used
to compute the indicators in these
tables. Whereas the growth rates
in Table 4 were calculated from
constant price series, the shares
of GDP in Table 5 were calculated
from current price series.

The summary measures in Table
5 are weighted by GDP in current
dollars for the years in question.

Table 6. Industrialization

The percentage distribution of value
added among manufacturing in-
dustries was calculated from data
obtained from the UN Indus-
trial Development Organization
(UNIDO), with the base values
expressed in 1975 dollars.

The classification of manufac-
turing industries is in accord with
the UN International Standard In-
dustrial Classification of All Eco-
nomic Activities (ISIC). Food and
agriculture comprise ISIC Major
Groups 311, 313, and 314; textiles
and clothing 321-24; machinery and
transport equipment 382-84; and
chemicals 351 and 352. Other man-
ufacturing comprises ISIC Major
Division 3, less all of the above.

The figures for value added in
manufacturing are from the World
Bank’s national accounts series in

national currencies, converted to
1975 dollars.

To calculate gross manufacturing
output per capita, ratios of gross
output to value added in manu-
facturing, derived from various
issues of the UN Yearbook of In-
dustrial Statistics, were applied to
the World Bank’s data on value
added in manufacturing. Per cap-
ita values were then calculated by
using midyear estimates of pop-
ulation.

Table 7. Commercial energy

The data on energy generally are
from UN sources. They refer to
commercial forms of primary en-
ergy: coal and lignite, petroleum,
natural gas and natural gas lig-
uids, and hydroelectric and nu-
clear power—all converted into
coal equivalents. The use of fire-
wood and other traditional fuels,
though substantial in some de-
veloping countries, is not taken
into account because reliable and
comprehensive data are not avail-
able.

The summary measures of
growth rates of energy production
are weighted by volumes of pro-
duction in 1974; those of growth
rates of energy consumption, by
volumes of consumption in 1974;
those of energy consumption per
capita, by population.

Energy imports refer to the dol-
lar value of energy imports—Re-
vised Standard International Trade
Classification (SITC) Section 3—
and are expressed as a percentage
of earnings from merchandise ex-
ports. The summary measures are
weighted by merchandise exports
in current dollars.

Because data on energy im-
ports do not permit a distinction
between petroleum imports for
fuel and for use in the petrochem-
icals industry, these percentages

may be overestimates of the de-
pendence on imported energy.

Table 8. Growth of merchandise
trade

The statistics on merchandise
trade are from UN publications
and the UN trade data system,
supplemented by statistics from
the UN Conference on Trade and
Development (UNCTAD), the In-
ternational Monetary Fund (IMF),
and in a few cases World Bank
country documentation.

Merchandise exports and imports
cover, with some exceptions, all
international changes in owner-
ship of merchandise passing
across customs borders. Exports
are valued f.o.b. (free on board),
imports c.i.f. (cost, insurance, and
freight), unless otherwise speci-
fied in the foregoing sources.
These values are in current dol-
lars.

The growth rates of merchandise
exports and imports are in real terms
and calculated from quantum
(volume) indices of exports and
imports. For most developing
economies these indices are from
the UNCTAD Handbook of Inter-
national Trade and Development
Statistics and supplementary data
that show revisions. For indus-
trial economies the indices are
from the UN Yearbook of Interna-
tional Trade Statistics and the UN
Monthly Bulletin of Statistics.

The terms of trade, or the net
barter terms of trade, are calcu-
lated as the ratio of a country’s
index of export unit values to that
of import unit values. The terms-
of-trade index numbers shown for
1960 and 1980, with 1975 = 100,
thus indicate changes in export
prices in relation to import prices.
The unit value indices are from
the same sources cited above for
the growth rates of exports and
imports.
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Tables 9 and 10. Structure of
merchandise trade

The shares in these tables are de-
rived from trade values in current
dollars reported in UN trade tapes
and the UN Yearbook of International
Trade Statistics, supplemented by
regular statistical publications of the
UN and the IMF.

Merchandise exports and imports
are defined in the technical notes
for Table 8.

In the categorization of exports
in Table 9, fuels, minerals, and met-
als are the commodities in SITC
(Revised) Section 3, Divisions 27
and 28, and the nonferrous met-
als of Division 68. Other primary
commodities comprise SITC Sec-
tions 0, 1, 2, and 4 (food and live
animals, beverages and tobacco,
inedible crude materials, oils, fats,
and waxes) less Divisions 27 and
28 (minerals, crude fertilizer, and
metalliferous ores). Textiles and
clothing represent SITC Divisions
65 and 84 (textiles, yarns, fabrics,
and clothing). Machinery and
transport equipment are the com-
modities in SITC Section 7. Other
manufactures, calculated as the re-
sidual from the total value of
manufactured exports, represent
SITC Sections 5 to 9 less Sec-
tion 7 and Divisions 65, 68, and
84.

In the categorization of imports
in Table 10, food commodities are
those in SITC (Revised) Sections
0, 1, and 4 and in Division 22 (food
and live animals, beverages and
tobacco, oils, and fats). Fuels are
the commodities in SITC Section
3 (mineral fuels, lubricants, and
related materials). Other primary
commodities comprise SITC Sec-
tion 2 (crude materials excluding
fuels), less Division 22 (oilseeds
and nuts) plus Division 68 (non-
ferrous metals). Machinery and
transport equipment are the com-
modities in SITC Section 7. Other
manufactures, calculated as the re-
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sidual from the total value of
manufactured imports, represent
SITC Sections 5 to 9 less Section
7 and Division 68.

The summary measures in Table
9 are weighted by merchandise
exports in current dollars; those
in Table 10, by merchandise im-
ports in current dollars.

Table 11. Origin and destination
of merchandise exports

Merchandise exports are defined in
the technical notes for Table 8. All
trade shares in this table are based
on statistics on the value of trade
in current dollars from the UN
and the IMF. Unallocated exports
are distributed among the econ-
omy groups in proportion to their
respective shares of allocable
trade. Industrial market economies
also indude Gibraltar, Iceland, and
Luxembourg; high-income oil ex-
porters also include Qatar.

The summary measures are
weighted by merchandise exports
in current dollars.

Table 12, Origin and destination
of manufactured exports

The data in this table are from the
United Nations and are among
those used to compute special
Table B in the UN Yearbook of In-
ternational Trade Statistics. Manu-
factured goods are the commodities
in SITC (Revised) Sections 5
through 9 (chemicals and related
products, manufactured articles,
machinery, and transport equip-
ment) excluding Division 68 (non-
ferrous metals).

The economy groups are the
same as those in Table 11. The
summary measures are weighted
by manufactured exports in cur-
rent dollars.

Table 13. Balance of payments
and debt service ratios

The current account balance is the
difference between (i) exports of
goods and services plus inflows
of unrequited official and private
transfers and (ii) imports of goods
and services plus unrequited
transfers to the rest of the world.
Interest payments on external public
and publicly guaranteed debt are those
on the disbursed portion of out-
standing public and publicly
guaranteed medium- and long-
term debt plus commitment
charges on undisbursed debt. The
current account estimates are from
IMF data files; estimates of inter-
est payments are from the World
Bank Debt Reporting System.

Debt service is the sum of inter-
est payments and repayments of
principal on external public and
publidy guaranteed medium- and
long-term debt. Debt service data
are from the World Bank Debt Re-
porting System. The ratio of debt
service to exports of goods and
services is one of several rules of
thumb commonly used to assess
the ability to service debt. The debt
service ratios in the table do not
cover unguaranteed private debt,
which for some borrowers is sub-
stantial; the debt contracted for
purchases of military equipment
is also excluded because it usually
is not reported. The average ra-
tios of debt service to GNP for the
economy groups are weighted by
GNP in current dollars. The av-
erage ratios of debt service to ex-
ports of goods and services are
weighted by exports of goods and
services in current dollars.

The World Bank Debt Report-
ing System is concerned solely
with developing economies and
does not collect data on external
debt for other groups of borrow-
ers. Nor are comprehensive com-
parable data available from other
sources.



Table 14. Flow of external
capital

Data on the gross inflow and re-
payment of principal (amortization)
of public and publicly guaranteed
medium- and long-term loans are
from the World Bank Debt Re-
porting System. The net inflow is
the gross inflow less the repay-
ment of principal.

Net direct private investment is the
net amount invested or rein-
vested by nonresidents in enter-
prises in which they or other
nonresidents exercise significant
managerial control. These net fig-
ures also take into account the
value of direct investment abroad
by residents. IMF data files were
used in compiling these esti-
mates.

Table 15. External public debt
and international reserves

External public debt outstanding rep-
resents the amount of public and
publicly guaranteed loans that
have been disbursed, net of can-
celed loan commitments and re-
payments of principal. The data
refer to the end of the year indi-
cated and are from the World Bank
Debt Reporting System. In esti-
mating external public debt as a
percentage of GNP, GNP was
converted from national curren-
cies to dollars at the average of-
ficial exchange rate for the year
in question. The summary meas-
ures are weighted by GNP in
current dollars.

Gross international reserves com-
prise holdings of gold, special
drawing rights (SDRs), the re-
serve position of IMF members in
the Fund, and holdings of foreign
exchange under the control of
monetary authorities. The gold
component of these reserves is
valued throughout at year-end
London prices: that is, $37.37 an

ounce in 1970 and $589.50 an
ounce in 1980. The data on hold-
ings of international reserves are
from IMF data files. The reserve
levels for 1970 and 1980 refer to
the end of the year indicated and
are in current dollars. The reserve
holdings at the end of 1980 are
also expressed in the number of
months of imports of goods and
services they could pay for, with
imports at the average level for
1979 or 1980. The summary meas-
ures are weighted by imports of
goods and services in current
dollars.

Table 16. Official development
assistance from OECD and
OPEC members

Official development assistance (ODA)
consists of net disbursements of
loans and grants made at conces-
sional financial terms by official
agencies of the members of the
Development Assistance Com-
mittee (DAC) of the Organisation
for Economic Co-operation and
Development (OECD) and mem-
bers of the Organization of Petro-
leum Exporting Countries (OPEC)
with the objective of promoting
economic development and wel-
fare. It includes the value of tech-
nical cooperation and assistance.
All data shown were supplied by
the OECD.

Amounts shown are net dis-
bursements to developing coun-
tries and multilateral institutions.
The disbursements to multilateral
institutions are now reported for
all DAC members on the basis of
the date of issues of notes; some
DAC members previously re-
ported on the basis of the date of
encashment. Net bilateral flows to
low-income countries exclude un-
allocated bilateral flows and all
disbursements to multilateral in-
stitutions.

The nominal values shown in

the summary for ODA from
OECD countries were converted
to 1978 prices using the dollar GNP
deflator. This deflator is based on
price increases in OECD coun-
tries (excluding Greece, Portugal,
Spain, and Turkey) measured in
dollars. It takes into account the
parity changes between the dollar
and national currencies. For ex-
ample, when the dollar depre-
ciates, price increases measured
in national currencies have to be
adjusted upward by the amount
of the depreciation to obtain price
increases in dollars.

The table, in addition to show-
ing totals for OPEC, shows totals
for the Organization of Arab Pe-
troleum Exporting Countries
(OAPEC). The donor members of
OAPEC are Algeria, Iraq, Kuwait,
Libya, Qatar, Saudi Arabia, and
United Arab Emirates. ODA data
for OPEC and OAPEC were also
obtained from the OECD.

Table 17. Population growth,
past and projected, and
hypothetical stationary
population

The growth rates of population are
period averages calculated from
midyear populations. The sum-
mary measures are weighted by
population in 1970.

The projections of population for
1990 and 2000, and to the year in
which it will eventually become
stationary, were made for each
economy separately. Starting with
information on total population
by age and sex, fertility rates, and
mortality rates in the base year
1980, these parameters were pro-
jected at five-year intervals on the
basis of generalized assumptions
until the population became sta-
tionary. The base-year estimates
are from updated computer print-
outs of UN, World Population Trends
and Prospects by Country, 1950-2025,
and from the World Bank, the
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Population Council, the US Bu-
reau of the Census, and recent
national censuses.

The net reproduction rate (NRR)
indicates the number of daugh-
ters that a newborn girl will bear
during her lifetime, assuming fixed
age-specific fertility rates and a
fixed set of mortality rates.

The NRR thus measures the ex-
tent to which a cohort of newborn
girls will reproduce themselves
under given schedules of fertility
and mortality. An NRR of 1 in-
dicates that fertility is at replace-
ment level: at this rate child-
bearing women, on the average,
bear only enough daughters to re-
place themselves in the popula-
tion. A population continues to
grow after replacement-level fer-
tility has been reached because its
past higher birth rates will have
produced an age distribution with
a relatively high proportion of
women in, or still to enter, the
reproductive ages. The time taken
for a country’s population to be-
come stationary after reaching re-
placement-level fertility thus de-
pends on its age structure and
previous fertility patterns.

A stationary population is one in
which age- and sex-specific mor-
tality rates have not changed over
a long period, while age-specific
fertility rates have simultaneously
remained at replacement level
(NRR = 1). In such a population,
the birth rate is constant and equal
to the death rate, the age struc-
ture also is constant, and the
growth rate is zero.

To make the projections, as-
sumptions about future mortality
rates were made in terms of female
life expectancy at birth (that is,
about the number of years a new-
born girl would live if subject to
the mortality risks prevailing for
the cross-section of population at
the time of her birth). Economies
were first divided according to
whether their primary-school en-

168

rollment ratio for females was
above or below 70 percent. In each
group a set of annual increments
in female life expectancy was as-
sumed, depending on the female
life expectancy in 1975-80. For a
given life expectancy at birth, the
annual increments during the
projection period are larger in
economies having a higher pri-
mary-school enrollment ratio in
1975-80 and a life expectancy of
up to 60 years. At higher life ex-
pectancies, the increments are the
same.

To project the fertility rates, the
first step was to estimate the year
in which fertility would reach re-
placement level. These estimates
are speculative and are based on
information on trends in crude
birth rates (defined in the notes
for Table 18), total fertility rates
(also defined in the notes for Table
18), female life expectancy at birth,
and the performance of family
planning programs. For most
economies it was assumed that the
total fertility rate would decline
between 1980 and the year of
reaching a net reproduction rate
of 1, after which fertility would
remain at replacement level. For
Sub-Saharan Africa, total fertility
rates were assumed to remain
constant until 1990-95 and then
to decline until replacement level
was reached. In several industrial
economies, fertility is already be-
low replacement level. Because a
population will not remain sta-
tionary if its net reproduction rate
is other than 1, it was necessary
to assume that fertility rates in
these economies would regain re-
placement levels in order to make
estimates of the hypothetical sta-
tionary population for them. For
the sake of consistency with the
other estimates, the total fertility
rates in the industrial economies
were assumed to increase to re-
placement level by 2000 and then
to remain constant.

For all the projections, it was
assumed that international migra-
tion would have no effect.

The estimates of the hypo-
thetical size of the stationary pop-
ulation, the assumed year of
reaching replacement-level fertil-
ity, and the year of reaching a
stationary population are specu-
lative. They should not be regarded
as predictions. They are included
to provide a summary indication
of the long-run implications of re-
cent trends on the basis of highly
stylized assumptions. A fuller de-
scription of the methods and as-
sumptions used to calculate the
estimates is available from the
Population, Health, and Nutri-
tion Department of the World
Bank.

Table 18. Demographic and
fertility-related indicators

The crude birth and death rates in-
dicate the number of live births
and deaths per thousand popu-
lation in a year. They are from the
same sources mentioned in the
technical notes for Table 17. Per-
centage changes are computed
from unrounded data.

The total fertility rate represents
the number of children that would
be born per woman, if she were
to live to the end of her child-
bearing years and bear children
at each age in accord with pre-
vailing age-specific fertility rates.
The rates given are from the same
sources mentioned in the tech-
nical notes for Table 17.

The percentage of married women
using contraceptives refers only to
married women of child-bearing
age (1544 years). These data are
mainly derived from Dorothy
Nortman and Ellen Hofstatter,
Population and Family Planning Pro-
grams: A Factbook (New York: Pop-
ulation Council, various issues);
Dorothy Nortman, "Changing



Contraceptive Patterns: A Global
Perspective,” Population Bulletin,
vol. 32, no. 3 (Washington, D.C.:
Population Reference Bureau,
August 1977); and Office of Pop-
ulation, Family Planning Service
Statistics, Annual Report 1976
(Washington, D.C.: US Agency
for International Development).
The data refer to a variety of years,
generally not more than two years
distant from those specified.

All summary measures are
weighted by population.

Table 19. Labor force

The population of working age refers
to the population aged 15-64. The
estimates are based on the pop-
ulation estimates of the World
Bank for 1980 and previous years.
The summary measures are
weighted by population.

The labor force comprises eco-
nomically active persons, includ-
ing the armed forces and the
unemployed, but excluding
housewives, students, and other
economically inactive groups. Ag-
riculture, industry, and services are
defined in the same manner as in
Table 2. The estimates of the sec-
toral distribution of the labor force
in 1960 are from International La-
bour Office (ILO), Labour Force Es-
timates and Projections, 1950-2000;
most of those for 1980 are geo-
metric extrapolations of ILO es-
timates for 1960 and 1970 in the
same source. The summary meas-
ures are weighted by labor force.

The labor force growth rates were
derived from the Bank’s popula-
tion projections and ILO data on
activity rates, again from the
source cited above. The summary
measures for 1960-70 and 1970-
80 are weighted by labor force in
1970; those for 1980-2000, by pro-
jections of labor force in 1980.

The application of ILO activity
rates to the Bank’s latest popu-

lation estimates may be inappro-
priate for some economies in
which there have been important
changes in unemployment and
underemployment, in interna-
tional and internal migration, or
in both. The labor force projec-
tions for 1980-2000 should thus
be treated with caution.

Table 20. Urbanization

The data on urban population as a
percentage of total population are from
the UN ( Patterns of Urban and Ru-
ral Population Growth, Population
Studies, no. 68, 1980), supple-
mented by data from the World
Bank and from various issues of
the UN Demographic Yearbook.

The growth rates of urban popu-
lation were calculated from the
World Bank’s population esti-
mates; the estimates of urban
population shares were calcu-
lated from the sources cited above.

Data on urban agglomeration
are also from the United Nations.

Because the estimates in this
table are based on different na-
tional definitions of what is "ur-
ban,”” cross-country comparisons
should be interpreted with cau-
tion.

The summary measures for ur-
ban population as a percentage of
total population are weighted by
total population; the other sum-
mary measures in this table are
weighted by urban population.

Table 21. Indicators related to
life expectancy

Life expectancy.at birth is defined in
the technical notes for Table 1.
The infant mortality rate is the
number of infants who die before
reaching one year of age, per 1,000
live births in a given year. The
data are from a variety of
sources—including different is-

sues of the UN Demographic Year-
book and UN, “Infant Mortality:
World Estimates and Projections,
1950-2025,” Population Bulletin of
the United Nations, no. 14 (forth-
coming 1982)—and from the World
Bank.

The child death rate is the num-
ber of deaths of children aged
1-4 per 1,000 children in the same
age group in a given year. Esti-
mates were based on the data on
infant mortality and on the rela-
tion between the infant mortality
rate and the child death rate im-
plicit in the appropriate Coale-
Demeny Model life tables; see
Ansley J. Coale and Paul
Demeny, Regional Model Life Tables
and Stable Populations (Princeton,
N.J.: Princeton University Press,
1966).

The summary measures in this
table are weighted by population.

Table 22. Health-related
indicators

The estimates of population per
physician and nursing person were
derived from World Health Or-
ganization (WHO) data, some of
which have been revised to reflect
new information. They also take
into account revised estimates of
population. Nursing persons in-
clude graduate, practical, assist-
ant, and auxiliary nurses; this is
the first year auxiliary nurses have
been included, thus better esti-
mating the availability of nursing
care. Because definitions of nurs-
ing personnel vary—and because
the data shown are for a variety
of years, generally not more than
two years distant from those
specified—the data for these two
indicators are not strictly com-
parable.

The percentage of total population
with access to safe water, estimated
by the WHO, is the proportion of
persons with reasonable access to
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safe water, which is defined as
including treated surface water
and such untreated but uncon-
taminated water as that from
boreholes, springs, and sanitary
wells.

The daily calorie supply per capita
was calculated by dividing the
calorie equivalent of the food sup-
plies in an economy by the pop-
ulation. Food supplies comprise
domestic production, imports less
exports, and changes in stocks;
they exclude animal feed, seeds
for use in agriculture, and food
lost in processing and distribu-
tion. The daily calorie requirement
per capita refers to the calories
needed to sustain a person at nor-
mal levels of activity and health,
taking into account age and sex
distributions, average body
weights, and environmental tem-
peratures. Both sets of estimates
are from the Food and Agricul-
ture Organization.

The summary measures in this
table are weighted by population.

Table 23. Education

The data in this table refer to a
variety of vears, generally not
more than two vears distant from
those specified, and are mostlv
from UNESCO.

The data on number enrolled in
primary school refer to estimates of
total, male, and female enroll-
ment of students of all ages in
primary school; they are ex-
pressed as percentages of the to-
tal, male, or female populations
of primary-school age to give gross
primary enrollment ratios. Al-
though primaryv-school age is
generallv considered to be 6-11
vears, the differences in country
practices in the ages and duration
of schooling are reflected in the
ratios given. For countries with
universal primary education, the
gross enrollment ratios may ex-
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ceed 100 percent because some
pupils may be below or above the
official primary-school age.

The data on number enrolled
in secondary school were calculated
in the same manner, with sec-
ondary-school age generally con-
sidered to be 12-17 years.

The data on number enrolled in
higher education are from UNESCO.

The adult literacy rate is defined
in the technical notes for Table 1.

The summary measures in this
table are weighted by population.

Table 24. Defense and social
expenditure

All data on central government
transactions are from the IMF
Government Finance Statistics Year-
book and IMF data files. These
transactions include current and
capital (development) expendi-
ture. The inadequate statistical
coverage of state, provincial, and
local governments and the non-
availability of data for these lower
levels of government has dictated
the use of only central govern-
ment data. This may seriously
understate or distort the statisti-
cal portrayal of the allocation of
resources for various purposes,
especially in large countries where
lower levels of government have
considerable autonomy and are
responsible for a large number of
social functions.

Central government expenditure
covers that by all government de-
partments, offices, establish-
ments, and other bodies that are
agencies or instruments of the
central authority of a country. It
does not necessarily comprise all
public expenditure.

Defense expenditure covers all
expenditure, whether by defense
or other departments, for the
maintenance of military forces,
including the purchase of military
supplies and equipment, con-

struction, recruiting, and train-
ing. Also falling under this
category is expenditure for
strengthening the public services
to meet wartime emergencies, for
training civil defense personnel,
and for foreign military aid and
contributions to military organi-
zations and alliances.

Education expenditure com-
prises expenditure for the provi-
sion, management, inspection,
and support of preprimary, pri-
mary, and secondary schools; of
universities and colleges; and of
vocational, technical, and other
training institutions by central
governments. Also included is
expenditure on the general admin-
istration and regulation of the
education system; onresearch into
its objectives, organization, ad-
ministration; and methods; and
on such subsidiary services as
transport, school meals, and med-
ical and dental services in schools.

Health expenditure covers pub-
lic expenditure on hospitals,
medical and dental centers, and
clinics with a major medical com-
ponent; on national health and
medical insurance schemes; and
on family planning and pre-
ventive care. Also included is ex-
penditure on the general admin-
istration and regulation of relevant
government departments, hospi-
tals and clinics, health and sani-
tation, and national health and
medical insurance schemes.

It must be emphasized that the
data presented, especially those
for education and health, are not
comparable for a number of rea-
sons. In many economies private
health and education services are
substantial; in others public serv-
ices represent the major compo-
nent of total expenditure but may
be financed by lower levels of
government. Great caution should
therefore be exercised in using the
data for cross-economy compari-
sons.



The summary measures for de-
fense expenditure as a percentage
of GNP are weighted by GNP in
current dollars; those for defense
expenditure as a percentage of
central government expenditure,
by central government expendi-
ture in current dollars. The other
summary measures in this table
are weighted by population.

Table 25. Income distribution

The data in this table refer to the
distribution of total disposable
household income accruing to
percentile groups of households
ranked by total household in-
come. The distributions cover ru-
ral and urban areas and refer to
different years between 1966 and
1980.

The estimates for developing
economies in Asia and Africa are
from the results of a joint project
of the World Bank and the Inter-
national Labour Office (ILO).
Those for Turkey, Hong Kong,
Malaysia, and the Republic of Ko-
rea are from data gathered by the
World Bank from national sources
but not adjusted. The estimates
for Sri Lanka are from the results

of a joint project of the World Bank
and the Economic and Social
Commission for Asia and the Pa-
cific. The estimates for Latin
American countries other than
Mexico come from the results of
two joint projects of the World
Bank, one with the ILO, the other
with the Economic Commission
for Latin America. Those for Mex-
ico are the results from the 1977
Household Budget Survey.

Data for industrial market
economies other than the Neth-
erlands are from Malcolm Saw-
yer, Income Distribution in OECD
Countries (OECD Occasional
Studies, July 1976); the joint proj-
ect of the ILO and the World Bank;
and the UN Statistical Office, A
Survey of National Sources of Income
Distribution Statistics (Statistical
Papers, Series M, no. 72, 1981).
Data for the Netherlands are from
that country’s statistical office.

Because the collection of data
on income distribution has not
been systematically organized and
integrated with the official statis-
tical system in many countries,
estimates were typically derived
from surveys designed for other
purposes, most often consumer
expenditure surveys, which also
collect some information on in-

come. These surveys use a variety
of income concepts and sample
designs. Furthermore, the cover-
age of many of these surveys is
too limited to provide reliable
nationwide estimates of income
distribution. Thus, although the
estimates shown are considered
the best available, they do not
avoid all these problems and
should be interpreted with ex-
treme caution.

The scope of the indicator is
similarly limited. Because house-
holds vary in size, a distribution
in which households are ranked
according to per capita household
income, not according to their to-
tal household income, is superior
for many purposes. The dis-
tinction is important because
households with low per capita
incomes frequently are large
households, whose total income
may be relatively high. Informa-
tion on the distribution of per
capita household income exists,
however, for only a few countries.
The World Bank has launched the
Living Standards Measurement
Study to develop procedures and
applications that can assist coun-
tries in improving their collection
and analysis of data on income dis-
tribution.
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