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THE WORLD BANK

AND

THE WORLD’S POOR
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been largely exhausted or destroyed
after the war. The memories of
the monetary turmoil of the capi-
talist countries in the 20’s and 30’s
was still fresh and concern about
a possible recurrence was wide-
spread. These memories and con-
cerns, prompted the major Western
nations to convene at Bretton
Woods, New Hampshire, USA, in
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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.”
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The IDA, which came into exist-
ence on September 27, 1960 and
whose administration is the res-
ponsibility of the World Bank was
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-
guirements on terms which are more
e and bear less heavily on the
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‘ Bank or one of its agen-
must be made clear that the
was set up as an Organisation
that would be responsible for the
new Monetary System that was
established in December 1945 at
Bretton Woods. The IMF’s objec-
tives were thus clearly defined as
follows:

“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; and to assist in
the establishment of a multilateral sys-
tem of payments in respect of currency
transactions between members and in
the elimination of foreign exchange res-
trictions which hamper trade.”

The functions and operations of
the IMF were such, that they in-
variably have resulted in the Fund
laylng down rigidly its terms to gov-
ernments seeking its asslstance, and
the measures it has recommended
have not been popular in these
countries. This has led to much
criticism of the IMF, among some
of these countries, who in balance
of payments difficultles have been
compelled to seek the Funds facili-
tles. The World Bank, on the
other hand, with its more populist
stance, particularly after the Nai-
robi sesslons in 1973 has, in recent
years, come in for less criticism than
the IMF.

The World Bank has over the
years directed a major part of its
loans to commercial development,
particularly large scale projects like
electric power stations, rallways,
ports, hotels, mining and manufac-
turing installations.

About five years ago the Banhk
gave notice that it was making a
complete change in policy and lend-
ing patterns and redirecting its pro-
grammes with the intention of rals-
ing the productivity of the poor and
enabling a greater transfer of re-
sources from the more developed to
the less developed countries. The
occasion was the Annual Meetings
of the World Bank and IMF in Nai-
robl in 1973, when Bank President
Robert 8. McNamara made his
address. Many critics have main-
talned, however, that the money
from the World Bank has not gone
to really help the poor people al-
though its activities have been car-
ried on in the name of the poor. “Its
been done in the name of the poor,
but when you look over the pro-
jects there’s very little evidence that
it's ever really done anything to the
poor”, sald Clarence Long of the US
House of Representatives comment-
ing on World Bank assistance. This
criticism of the World Bank caused
a certain amount of resentment
within the Bank towards the US
Congress for what it considered “un-
warranted attacks upon successful
attempts to assist the poorest of the
poor”. This is part of the debate
that has gone on in recent times
concerning the fundamental nature
and purposes of the World Bank.
These baslc issues have been set
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out more simply in the following
questions,

Is the World Bank a bank with
traditional banking concerns whose
object is to make a profit by ensuring
an adequate return on its lending
and investments Or is it a deve-
lopment agency with the goal of
underwriting those projects most
likely to promote economi and so-
cilal progress among the poor Or
can the Bank successfully accom-
plish both objectives simultane-
ously?

Bank officials maintain that
their’s is an international lending
agency which provides critically
needed development capital to the
Third World with a view to solving
the problems of mass poverty. They
are doing so by funnelling billions
of dollars In ald to development pro-
jects which are likely to be finan-
clally successful. Thelr sole object,
it is claimed, is to assist the poor to
become more productive, through
such assistance; but with no poli-
tical strings attached.

The critics argue, however, that
the World Bank, by its very nature,
Is political; since it is controlled by
the financial elites of the world’s
leading capitalist countries. The
Bank, according to this view, helps
to maintain the prevailing finaneial,
economie, political, and soclal orders
of the Third World — and indir-
ectly, the First World — at the
expense of the aspirations of the
poor. As presently structured and
governed the critics maintain that
the Bank may be an excellent bank,
but many questions are raised as to
whether it can operate effectively as
a development institution. For in-
stance, the planning of several bank
projects, according the these critics,
have taken for granted that the
eradication of poverty can be plan-
ned from Central Planning offices.
The result is that many such pro-
jects have not been firmly fixed in
local conditions and the poor com-
munities for whora they were inten-
ded were therefore unable to take
control of their development. The
point at issue has been not the
gquantum of money spent, but who
recelves the major benefits from
such development projects.

The Bank’s spokesmen maintain
that its present emphasis is un help-
ing the poor to raise their levels
of productivity. As Mahabub Ul
Haq argues, behind the Bank’s pro-
grammes is the rationale that the
poor also have to participate in in-
creasing production and they must
also fully benefit from it; that new

development strategies must be aim-
ed at the satisfaction of the ‘baslc
human needs’ of the entire popula-
tion rather than at fulfilling market
demand; that the Bank has adapt-
ed itself pragmatically to the evolv-
ing needs of the developing world;
and that beside expanding the
capacity of the poor to produce and
purchase market goods 1t was
equally necessary to redisigen and
extend public services such as edu-
cation, health care, water supply
and public transportation. He
maintains that is has been recog-
nised that most of the present ser-
vices end by serving the interests
of a privileged few rather than the
deprived many and therefore the
main emphasis has been placed on
low cost, replicable public services.

Critical assessments made by
Joseph Collins and Frances Moore
Lappe and India’s ‘Economic and
Pojitical Weekly’, which contribute
to the debate, argue that the Bank
treats the symptoms of poverty and
not the causes. They suggest that
some projects can ‘“undercut” the
very poor it clalms to help; as in-
tervening with funds for profit gen-
erating irvestments while opting to
keep intact the social structures that
generate poverty only strengthen
the grip of the elites. The ‘Econo-
mic and Polilical Weekly’ which
deals with the Bank’s Annual Re-
port goes further to maintain, as has
been done very effectively at many
UNCTAD fora, that “the poor coun-
tries were forced to use a larger
part of their new borrowings to
meet the repayment of service obli-
gations on thelr existing debts.”

The Chalrman of the Bank’'s
Urban Poverty Task Group, Edward
JaycoX, goes on to state that even
with much greater effort in rural
development there are limits to
what can be achieved. Effective
national strategies will also require
a more efficient approach to urban
development. For it is only by
significantly slowing population
growth and increasing productivity
In both urban and rural areas, he
says, can any real gains be achiev-
ed in employment and per capita
incomes for the very poor.

Several other issues in the de-
bate connected with the orientation,
and thinking within these institu-
tions, also the specific policles they
have insisted upon, and even the
degree of impartiality of these In-
stitutions have been dealt with in
previous issues of the EconoOmic
Review and are therefore not cov-
ered here,
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