
THE WORLD BANK 
AND 
THE WORLD'S POOREST 

M a n y bil l ions of dollars are 
poured into the deve loping world 
e a c h year through various In terna­
t ional agenc ies to f inance the d e v e ­
l o p m e n t efforts o l t h e emerg ing 
na t ions . The largest financer of 
Third World d e v e l o p m e n t today, 
a m o n g these ins t i tu t ions is t h e 
World B a n k Group compris ing the 
I n t e r n a t i o n a l B a n k for Recons truc­
t ion and D e v e l o p m e n t ( IBRD) , the 
In ternat iona l Deve lopment Associa­
t ion ( IDA) , and t h e Internat iona l 
F i n a n c e Corporat ion ( IFC) . Quite 
natura l ly th i s ins t i tut ion and its 
pol ic ies h a v e been very m u c h in t h e 
.spotlight over the years and at 
t i m e s sparked off m u c h controversy. 
More recent ly , after about 30 years 
of i ts ex i s tence , the B a n k a n n o u n c ­
ed a sh i f t i n i ts pol ic ies and d e v e ­
lopment object ives . M a n y points 
of view have been expressed s ince 
the c h a n g e s were announced , (and 
reiterated around t h e t ime of the 
Bank's Annua l Ses s ions a t the end 
of September th i s y e a r ) ; and w i t h 
a v iew to g iv ing our readers "a 
m a n y sided presenta t ion" on th i s 
crucial subjec t in the deve lopment 
debate , we present first t h e World 
Bank ' s v i ewpo in t by three of i t s 
major protogan i s t s and t h e n at the 
other e n d two crit ical assess ­
m e n t s wh ich touch on t h e more i m ­
portant aspect of the v iews express ­
ed by the official spokesmen. 

The World B a n k and the Inter ­
nat iona l Monetary F u n d were two 
separate but c o m p l e m e n t a r y a g e n ­
cies set up, at the in i t iat ive of the 
Western industr ia l i sed nat ions , a t 
t h e e n d of the Second World 
War wi th the in tent ion ' of re­
habi l i ta t ing a world economic s y s ­
t e m t h a t was in a s ta te of col lapse. 
All the European economies h a d 
been largely e x h a u s t e d or destroyed 
after the war. T h e m e m o r i e s of 
the mone tary turmoil of t h e cap i ­
ta l i s t countr ies in the 20's and 30*s 
w a s stil l fresh a n d concern about 
a possible recurrence w a s w i d e ­
spread. T h e s e m e m o r i e s and c o n ­
cerns, prompted the major Western 
n a t i o n s to convene at Bret ton 
Woods, New Hampshire , USA, in 

July 1944, in order to find a work­
able so lut ion to the task of i n t er ­
nat ional economic reconstruct ion. 
The outcome of this conference w a s 
a comprehens ive blueprint for s e t ­
ting up two in ternat iona l agencies , 
the IBRD and the IMF, wh ich were 
to exert the ir inf luence o n t h e 
World Economic Order ever s ince. 

T h e World B a n k ( IBRD) w a s 
es tabl i shed In December, 1945 fol­
lowing the Bret ton Woods Confer­
ence, where the major western 
nat ions m e t to des ign a workable 
In ternat iona l Monetary S y s t e m a n d 
set u p a n agency through which 
war- torn Europe could be restored 
wi th l ong - t erm loans. T h e Inter ­
nat iona l B a n k for Reconstruct ion 
and Deve lopment , as i ts n a m e i m ­
plied, w a s t h u s establ ished primarily 
wi th th i s e n d in view. 

From the 1950's, however, the 
B a n k directed m o s t of i ts financing 
to deve lopment projects in the Third 
World and is today regarded as the 
world's leading internat ional ins t i ­
tut ion for deve lopment financing. 
From the 28 countr ies w h i c h s igned 
the Articles of Agreement drawn up 
at Bret ton Woods in July, 1944 i ts 
membersh ip h a s now risen to 132 
countries each of wh ich s u b ­
scribes to t h e Bank's capi ta l base. 
Over the years its sub-agenc ie s 
the IFC and IDA were brought 
in to the World B a n k to pro­
vide more special ised forms of 
f inancing to the developing world. 

T h e original purposes of the 
IBRD were A 
"to assist in the reconstruction and de­
velopment of territories of members toy 
facilitating the investment of capital for 
nroductive purposes; to promote private 
foreign investment, when private capi­
tal is not readily available on reason­
able terms; to supplement private in­
vestment by providing loans for pro­
ductive purposes out of its own capital 
funds raised by it and its other re­
sources; and to promate the balanced 
growth of international trade and the 
maintenance of equilibrium in balances 
of payments by encouraging inter­
national investment for the develop­
ment of the productive resources of the 
Bank's members." 

The IDA, wh ich c a m e in to ex i s t ­
ence on September 27, 1960 and 
whose adminis trat ion is the res ­
ponsibil i ty of the World B a n k w a s 
set up 
"to promote economic development, 
increase productivity and thus raise 
standards of living in the less developed 
areas of the world included within its 
membership by providing finance to 
meet their important development re­
quirements on terms which are more 
flexible and bear less heavily on the 
balance of payments than conventional 
loans such as those of the IBRD and 
I F C . " ^ ^ ^ ^ ^ 

Its ass is tance was to be c o n c e n ­
trated on countries regarded as very 
poor — m a i n l y those wi th a n n u a l 
per capi ta incomes of less t h a n 
$300. Th i s assoc iat ion was i n t e n d ­
ed to further the deve lopmenta l ob­
ject ives of the Bank and supple ­
m e n t its activities. 

The o ther agency of the World 
Bank, t h e IFC, was set u p a few 
years earlier. Though establ ished 
in July 1956 i t became a special ised 
agency In re lat ionship wi th the 
Uni ted Nat ions in February, 1957. 
While closely associated wi th the 
World Bank, the IFC is a separate 
legal ent i ty , and Its funds are d i s ­
til! t t from those of the Bank. Its 
m a i n purpose is 
"to further economic development by 
encouraging the growth of productive 
private enterprise in its member coun­
tries, particularly in the less developed 
areas."H 

The IFC persues its object ives 
by inves t ing in productive private 
enterprises , in associat ion wi th pri­
vate investors and, wUhout G o v e r n ­
m e n t guarantees of repayment , in 
c a s e s where sufficient private cap i ­
tal is n o t available on reasonable 
terms; serving as a c lear ing-house 
to bring together i n v e s t m e n t oppor­
tunities , private capita l (both for­
eign and domest ic ) and exper ienc­
ed m a n a g e m e n t ; and he lp ing to 
s t imulate the productive i n v e s t m e n t 
of private capital , both domest ic 
and i'oreiga 

The Internat iona l Monetary F u n d 
(IMF) is somet imes confused wi th 
the World Bank or one of its a g e n ­
cies. It must be m a d e clear t h a t the 
IMF w a s set up as an Organisat ion 
t h a t would be responsible for t h e 
new Monetary Sys tem t h a t w a s 
establ ished in December 1945 at 
Bret ton Woods. The IMF's objec­
t ives were t h u s c learly def ined as 
fol lows: 
"to promote international monetary 
co-operation and the expansion of inter­
national trade; to promote exchange 
stability, maintain orderly exchange 
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arrangements and avoid competitive ex­
change depreciations; a n d to assist in 
t he establishment of a mult i la teral sys­
tem of payments in respect of currency 
transactions between members a n d in 
the elimination of foreign exchange res­
trictions which hamper t rade ." 

T h e f u n c t i o n s a n d o p e r a t i o n s of 
t h e I M F w e r e s u c h , t h a t t h e y i n ­
v a r i a b l y h a v e r e s u l t e d i n t h e F u n d 
l a y i n g d o w n r ig id ly i t s t e r m s t o g o v ­
e r n m e n t s s e e k i n g i t s a s s i s t a n c e , a n d 
t h e m e a s u r e s i t h a s r e c o m m e n d e d 
h a v e n o t b e e n p o p u l a r i n t h e s e 
c o u n t r i e s . T h i s h a s l ed t o m u c h 
c r i t i c i s m of t h e I M F , a m o n g s o m e 
of t h e s e c o u n t r i e s , w h o i n b a l a n c e 
of p a y m e n t s diff icul t ies h a v e b e e n 
compe l l ed t o seek t h e F u n d s f ac i l i ­
t i es . T h e W o r l d B a n k , o n t h e 
o t h e r h a n d , w i t h i t s m o r e p o p u l i s t 
s t a n c e , p a r t i c u l a r l y a f t e r t h e N a i ­
robi s e s s ions i n 1973 h a s , i n r e c e n t 
y e a r s , c o m e i n for l ess c r i t i c i s m t h a n 
t h e I M F . 

T h e W o r l d B a n k h a s ove r t h e 
y e a r s d i r e c t e d a m a j o r p a r t of i t s 
l oans t o c o m m e r c i a l d e v e l o p m e n t , 
p a r t i c u l a r l y l a r g e sca le p r o j e c t s l ike 
e lec t r i c p o w e r s t a t i o n s , r a i l w a y s , 
p o r t s , h o t e l s , m i n i n g a n d m a n u f a c ­
t u r i n g i n s t a l l a t i o n s . 

A b o u t five y e a r s a g o t h e B a n k 
g a v e n o t i c e t h a t i t w a s m a k i n g a 
c o m p l e t e c h a n g e i n pol icy a n d l e n d ­
i n g p a t t e r n s a n d r e d i r e c t i n g i t s p r o ­
g r a m m e s w i t h t h e i n t e n t i o n of r a i s ­
i n g t h e p r o d u c t i v i t y of t h e p o o r a n d 
e n a b l i n g a g r e a t e r t r a n s f e r of r e ­
s o u r c e s f r o m t h e m o r e d e v e l o p e d t o 
t h e l ess deve loped c o u n t r i e s . T h e 
o c c a s i o n w a s t h e A n n u a l M e e t i n g s 
of t h e W o r l d B a n k a n d I M F i n N a i ­
rob i i n 1973, w h e n B a n k P r e s i d e n t 
R o b e r t S . M c N a m a r a m a d e h i s 
a d d r e s s . M a n y c r i t i c s h a v e m a i n ­
t a i n e d , howeve r , t h a t t h e m o n e y 
f r o m t h e W o r l d B a n k h a s n o t g o n e 
t o r e a l l y h e l p t h e p o o r peop le a l ­
t h o u g h i t s a c t i v i t i e s h a v e b e e n c a r ­
r i ed o n i n t h e n a m e of t h e poo r . " I t s 
b e e n d o n e i n t h e n a m e of t h e poor , 
b u t w h e n you look over t h e p r o ­
j e c t s t h e r e ' s v e r y l i t t l e e v i d e n c e t h a t 
i t ' s eve r r e a l l y d o n e a n y t h i n g t o t h e 
poor" , s a i d C l a r e n c e L o n g of t h e U S 
H o u s e of R e p r e s e n t a t i v e s c o m m e n t ­
i n g o n W o r l d B a n k a s s i s t a n c e . T h i s 
c r i t i c i s m of t h e W o r l d B a n k c a u s e d 
a c e r t a i n a m o u n t of r e s e n t m e n t 
w i t h i n t h e B a n k t o w a r d s t h e U S 
C o n g r e s s for w h a t i t c o n s i d e r e d " u n ­
w a r r a n t e d a t t a c k s u p o n success fu l 
a t t e m p t s t o a s s i s t t h e p o o r e s t of t h e 
poor" . T h i s i s p a r t of t h e d e b a t e 
t h a t h a s g o n e o n I n r e c e n t t i m e s 
c o n c e r n i n g t h e f u n d a m e n t a l n a t u r e 
a n d p u r p o s e s of t h e Wor ld B a n k . 
T h e s e b a s i c i s sues h a v e b e e n s e t 

o u t m o r e s i m p l y i n t h e fo l lowing 
q u e s t i o n s . 

I s t h e W o r l d B a n k a b a n k w i t h 
t r a d i t i o n a l b a n k i n g c o n c e r n s w h o s e 
ob jec t is t o m a k e a p rof i t b y e n s u r i n g 
a n a d e q u a t e r e t u r n o n i t s l e n d i n g 
a n d i n v e s t m e n t s O r is i t a d e v e ­
l o p m e n t a g e n c y w i t h t h e goa l of 
u n d e r w r i t i n g t h o s e p r o j e c t s m o s t 
l ikely t o p r o m o t e e c o n o m l a n d s o ­
c ia l p r o g r e s s a m o n g t h e p o o r O r 
c a n t h e B a n k successfu l ly a c c o m ­
p l i sh b o t h ob jec t ives s i m u l t a n e ­
ous ly? 

B a n k officials m a i n t a i n t h a t 
t h e i r ' s is a n i n t e r n a t i o n a l l e n d i n g 
a g e n c y w h i c h p r o v i d e s c r i t i c a l l y 
n e e d e d d e v e l o p m e n t c a p i t a l t o t h e 
T h i r d W o r l d w i t h a v iew t o so lv ing 
t h e p r o b l e m s of m a s s pove r ty . T h e y 
a r e d o i n g so b y f u n n e l l i n g b i l l ions 
of d o l l a r s i n a id t o d e v e l o p m e n t p r o ­
j e c t s w h i c h a r e l ikely t o b e f i n a n ­
c ia l ly success fu l . T h e i r sole ob jec t , 
i t i s c l a i m e d , i s t o a s s i s t t h e p o o r t o 
b e c o m e m o r e p r o d u c t i v e , t h r o u g h 
s u c h a s s i s t a n c e ; b u t w i t h n o po l i ­
t i c a l s t r i n g s a t t a c h e d . 

T h e c r i t i c s a r g u e , h o w e v e r , t h a t 
t h e W o r l d B a n k , b y i t s v e r y n a t u r e , 
Is po l i t i c a l ; s i n c e i t i s c o n t r o l l e d b y 
t h e f i n a n c i a l e l i t e s of t h e w o r l d ' s 
l e a d i n g c a p i t a l i s t c o u n t r i e s . T h e 
B a n k , a c c o r d i n g t o t h i s view, h e l p s 
t o m a i n t a i n t h e p r e v a i l i n g f i nanc i a l , 
e conomic , po l i t i ca l , a n d soc ia l o r d e r s 
of t h e T h i r d W o r l d — a n d i n d i r ­
ect ly , t h e F i r s t W o r l d — a t t h e 
e x p e n s e of t h e a s p i r a t i o n s of t h e 
poor . As p r e s e n t l y s t r u c t u r e d a n d 
g o v e r n e d t h e c r i t i c s m a i n t a i n t h a t 
t h e B a n k m a y b e a n e x c e l l e n t b a n k , 
b u t m a n y q u e s t i o n s a r e r a i s e d a s t o 
w h e t h e r i t c a n o p e r a t e effectively a s 
a d e v e l o p m e n t i n s t i t u t i o n . F o r i n ­
s t a n c e , t h e p l a n n i n g of s e v e r a l b a n k 
p r o j e c t s , a c c o r d i n g t h e t h e s e c r i t i c s , 
h a v e t a k e n for g r a n t e d t h a t t h e 
e r a d i c a t i o n of p o v e r t y c a n b e p l a n ­
n e d f r o m C e n t r a l P l a n n i n g offices. 
T h e r e s u l t i s t h a t m a n y s u c h p r o ­
j e c t s h a v e n o t b e e n f i rmly fixed i n 
local c o n d i t i o n s a n d t h e p o o r c o m ­
m u n i t i e s for w h o m t h e y w e r e i n t e n ­
ded w e r e t h e r e f o r e u n a b l e t o t a k e 
c o n t r o l of t h e i r d e v e l o p m e n t . T h e 
p o i n t a t i s sue h a s b e e n n o t t h e 
q u a n t u m of m o n e y s p e n t , b u t w h o 
rece ives t h e m a j o r benef i t s f r o m 
s u c h d e v e l o p m e n t p r o j e c t s . 

T h e B a n k ' s s p o k e s m e n m a i n t a i n 
t h a t i t s p r e s e n t e m p h a s i s i s u n h e l p ­
i n g t h e p o o r t o r a i s e t h e i r levels 
of p r o d u c t i v i t y . As M a h a b u b Ul 
H a q a r g u e s , b e h i n d t h e B a n k ' s p r o ­
g r a m m e s is t h e r a t i o n a l e t h a t t h e 
p o o r a lso h a v e t o p a r t i c i p a t e i n i n ­
c r e a s i n g p r o d u c t i o n a n d t h e y m u s t 
a l so ful ly bene f i t f r o m i t ; t h a t n e w 

d e v e l o p m e n t s t r a t e g i e s m u s t b e a i m ­
e d a t t h e s a t i s f a c t i o n of t h e ' bas i c 
h u m a n n e e d s ' of t h e e n t i r e p o p u l a ­
t ion r a t h e r t h a n a t fulf i l l ing m a r k e t 
d e m a n d ; t h a t t h e B a n k h a s a d a p t ­
ed i tself p r a g m a t i c a l l y t o t h e evo lv­
i n g n e e d s of t h e d e v e l o p i n g w o r l d ; 
a n d t h a t bes ide e x p a n d i n g t h e 
c a p a c i t y of t h e p o o r t o p r o d u c e a n d 
p u r c h a s e m a r k e t goods i t w a s 
equa l ly n e c e s s a r y t o r e d l s l g n a n d 
e x t e n d pub l i c se rv ices s u c h a s e d u ­
c a t i o n , h e a l t h c a r e , w a t e r s u p p l y 
a n d pub l i c t r a n s p o r t a t i o n . H e 
m a i n t a i n s t h a t i s h a s b e e n r e c o g ­
n i s e d t h a t m o s t of t h e p r e s e n t s e r ­
v ices e n d b y s e r v i n g t h e i n t e r e s t s 
of a p r iv i l eged few r a t h e r t h a n t h e 
d e p r i v e d m a n y a n d t h e r e f o r e t h e 
m a i n e m p h a s i s h a s b e e n p l a c e d on 
low cost , r e p l i c a b l e p u b l i c se rv ices . 

C r i t i c a l a s s e s s m e n t s m a d e by 
J o s e p h Col l ins a n d F r a n c e s M o o r e 
L a p p e a n d I n d i a ' s 'Economic and 
Political Weekly', w h i c h c o n t r i b u t e 
t o t h e d e b a t e , a r g u e t h a t t h e B a n k 
t r e a t s t h e s y m p t o m s of p o v e r t y a n d 
n o t t h e c a u s e s . T h e y s u g g e s t t h a t 
s o m e p r o j e c t s c a n " u n d e r c u t " t h e 
v e r y p o o r I t c l a i m s t o h e l p ; a s i n ­
t e r v e n i n g w i t h f u n d s for p ro f i t g e n ­
e r a t i n g l r v e s t m e n t s w h i l e o p t i n g t o 
k e e p i n t a c t t h e soc ia l s t r u c t u r e s t h a t 
g e n e r a t e p o v e r t y o n l y s t r e n g t h e n 
t h e g r i p of t h e e l i tes . T h e 'Econo­
mic and Political Weekly w h i c h 
d e a l s w i t h t h e B a n k ' s A n n u a l R e ­
p o r t goes f u r t h e r t o m a i n t a i n , a s h a s 
been d o n e v e r y effectively a t m a n y 
U N C T A D fora , t h a t " t h e p o o r c o u n ­
t r i e s w e r e fo rced t o u s e a l a r g e r 
p a r t of t h e i r n e w b o r r o w i n g s t o 
m e e t t h e r e p a y m e n t of se rv ice ob l i ­
g a t i o n s o n t h e i r e x i s t i n g d e b t s . " 

T h e C h a i r m a n of t h e B a n k ' s 
U r b a n P o v e r t y T a s k G r o u p , E d w a r d 
J a y c o x , goes o n t o s t a t e t h a t even 
w i t h m u c h g r e a t e r effor t i n r u r a l 
d e v e l o p m e n t t h e r e a r e l i m i t s to 
w h a t c a n be a c h i e v e d . Effective 
n a t i o n a l s t r a t e g i e s will a l so r e q u i r e 
a m o r e eff icient a p p r o a c h to u r b a n 
d e v e l o p m e n t . F o r i t i s o n l y by 
s ign i f i can t ly s lowing p o p u l a t i o n 
g r o w t h a n d i n c r e a s i n g p r o d u c t i v i t y 
In b o t h u r b a n a n d r u r a l a r e a s , h e 
says , c a n a n y r e a l g a i n s b e a c h i e v ­
ed i n e m p l o y m e n t a n d p e r c a p i t a 
i n c o m e s for t h e ve ry poor . 

S e v e r a l o t h e r I ssues i n t h e d e ­
b a t e c o n n e c t e d w i t h t h e o r i e n t a t i o n , 
a n d t h i n k i n g w i t h i n t h e s e i n s t i t u ­
t i o n s , a l so t h e specif ic pol ic ies t h e y 
h a v e i n s i s t e d u p o n , a n d even t h e 
d e g r e e of i m p a r t i a l i t y of t h e s e I n ­
s t i t u t i o n s h a v e b e e n d e a l t w i t h in 
p r e v i o u s Issues of t h e Economic 
Review a n d a r e t h e r e f o r e n o t c o v ­
e r e d h e r e . 
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