World Development Report, 1979

The World Bank

Part L. Developlﬁent Prospects and
International Policy Issues

Prospects for Development
International Policy Issues

Part ILStructural Change and
Development Policy

Employment Trends and Issues
Industrialization
Urbaniz4tion: Patterns and Policies

Part III. Country Development
Experience and Issues

Growth and Equity in
Semi-industrialized Nations

Development in Primary
Producing Countries

Conclusions

Annex: World Development Indicators



World
Development
Report
1979

Published for the World Bank
Oxford University Press



Oxford University Press
NEW YORK OXFORD LONDON GLASGOW
TORONTO MELBOURNE WELLINGTON HONG KONG
TOKYO KUALA LUMPUR SINGAPORE JAKARTA
DELHI BOMBAY CALCUTTA MADRAS KARACHI
NAIROBIDAR ES SALAAM CAPE TOWN

© 1979 by the International Bank
for Reconstruction and Development / The World Bank
1818 H Street, N-W., Washington, D.C. 20433 U.S.A.

All rights reserved. No part of this publication may be
reproduced, stored in a retrievel system, or transmitted
in any form or by any means, electronic, mechanical,
photocopying, recording, or otherwise, without the prior
permission of Oxford University Press. Manufactured in the
United States of America.

ISBN 0-19-502637-3 cloth
0-19-502638-1 paperback
Library of Congress Catalog Number: 78-67086



Foreword

The World Development Report, 1979, along
with its statistical annex, is the second in a
series of annual reports designed to provide a
comprehensive, continuing assessment of global
development issues. This year’s report empha-
sizes issues of employment, industrialization
and urbanization in developing countries and
discusses the policies necessary to pursue the
twin objectives of growth and poverty allevia-
tion. Over the next two decades, these countries
will face unprecedented challenges: they will
need to create productive employment for a
work force that is likely to expand by more than
500 million people between 1975 and 2000; over
the same period their cities will need to provide
jobs, housing, transportation, water, sanitation
and health care for almost one billion additional
inhabitants; and a growing number of develop-
ing countries face the need for new policy initia-
tives to shape the process of industrialization.
At the same time, however, the range of policy
choices available to developing couniries is
becoming narrower, partly as a result of the
past orientation of their development strate-
gies, but partly because of the uncertain and
less expansionary climate in the international
environment.

The quarter of a century between 1950 and
1975 witnessed substantial progress in develop-
ing countries. Such advances were greatly
helped by rapid economic growth in industrial-
ized nations and the progressive relaxation of
barriers to international trade and capital flows.
The slower rates of growth of industrialized
economies since the mid-1970s, and the asso-
ciated increase in protectionist tendencies,
have had adverse effects on the growth of

developing countries and have given rise to
troublesome questions and uncertainties about
the future.

The success of developing countries will very
largely depend on their domestic programs and
policies. But their task can be greatly aided by
improved access to markets in the industrialized
nations and by more generous flows of conces-
sional assistance from these countries. The un-
certainties in the world economy could be much
reduced, and the dynamism of world produc-
tion and trade restored, if countries were to act
in recognition of their growing economic inter-
dependence. Over the long term, a more liberal
environment for international trade and capital
flows would bring benefits to all groups of na-
tions. Industrialized countries stand to gain
from buoyant economic conditions in develop-
ing countries, which are important markets for
their exports; increasing trade barriers and re-
ducing foreign aid in response to short-term
pressures may appease sectional grievances, but
only at the expense of greater, long-term gains.

This volume reflects the work of many of my
colleagues in the World Bank. The judgments
expressed do not necessarily reflect the views
of our Board of Directors or the governments
they represent. The report has been produced
under the direction of Attila Karaosmanoglu;
Shankar Acharya is the principal author.

A IS oo

Robert S. McNamara



Definitions

Country Groups in the analytical framework of
this report are as follows:

Developing Countries' are divided, on the
basis of 1977 gross national product (GNP)
per capita into:

Low Income Countries—with per capita in-
come of US$300 and below;

Middle Income Countries—with per capita
income above US$300.

Capital Surplus Oil Exporters: Kuwait, Libya,
Oman, Qatar, Saudi Arabia and United Arab
Emirates are identified as a separate group
from other developing countries since, at least
for the near future, their economic character-
istics are significantly different. Other major
exporters of oil are grouped among the devel-
oping countries.

Industrialized Countries are the members of
the Organisation for Economic Co-operation
and Development, apart from Greece, Portu-
gal, Spain and Turkey, which are in-
cluded among the Middle Income Developing
Countries.

Centrally Planned Economies (CPEs) are Al-
bania, Bulgaria, the People’s Republic of
China, Cuba, Czechoslovakia, the German
Democratic Republic, Hungary, the Demo-
cratic Republic of Korea, Mongolia, Poland,
Romania and the USSR,

Organisation for Economic Co-operation and
Development (OECD) members are Australia,
Austria, Belgium, Canada, Denmark, Finland,
France, the Federal Republic of Germany,
Greece, Iceland, Ireland, Italy, Japan, Luxem-
bourg, the Netherlands, New Zealand, Nor-
way, Portugal, Spain, Sweden, Switzerland,
Turkey, the United Kingdom and the United
States.

1The division is slightly different for the projections, where,
in order to retain comparability with those made for World
Development Report, 1978, the earlier country groupings
used in that report have been maintained. The difference
involves less than 1 percent of the total GNP of all develop-
ing countries.

The Development Assistance Committee
(DAC) of OECD comprises Australia, Austria,
Belgium, Canada, Denmark, Finland, France,
the Federal Republic of Germany, Italy, Japan,
the Netherlands, New Zealand, Norway,
Sweden, Switzerland, the United Kingdom,
the United States and the Commission of the
European Community.

The Organization of Petroleum Exporting
Countries (OPEC) comprises Algeria, Ecua-
dor, Gabon, Indonesia, Iran, Iraq, Kuwait,
Libya, Nigeria, Qatar, Saudi Arabia, the
United Arab Emirates and Venezuela.

Manufactured goods refers to commodities in
the Standard International Trade Classification
(Revised) (SITC), Sections 5 through 9 minus
Division 68: chemicals and related products,
including manufactured fertilizers and plastic
materials; manufactured articles, including tex-
tiles and products based on leather, rubber and
wood; iron and steel; products based on metals
and non-metallic minerals; machinery and trans-
port equipment; building fixtures and fittings;
furniture, clothing, footwear, professional and
scientific instruments, photographic and optical
goods, watches and clocks, and miscellaneous
articles not classified elsewhere in the SITC.

Primary commodities comprise SITC Sections 0
through 4: food and live animals; beverages and
tobacco; inedible crude materials; fuels, includ-
ing coal, petroleum and petroleum products,
natural and manufactured gas, and electric cur-
rent; animal and vegetable oils, fats and waxes;
and the non-ferrous metals of SITC Division 68.

Billion is 1,000 million.

Growth Rates are in real terms unless otherwise
stated.

Symbols used in the text tables are as follows:

. Not available.
{.) Less than half the unit shown.
n.a. Not applicable.
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Chapter 1: Introduction

This report is the second in a continuing series
designed to address, in an analytical framework,
the principal issues of development policy at the
domestic and international levels. Many of the
themes and points of focus in the present docu-
ment have evolved out of the extensive discus-
sion of the 1978 report. That document gave
particular attention to the problems and pros-
pects of the poor countries of Asia and Sub-
Saharan Africa: countries in which the key to
more rapid and equitable development lies in
policies to stimulate agricultural growth and to
confront rural poverty. This year’s report gives
greater attention to development in the Middle
Income countries, in most of which the process
of structural transformation is much further ad-
vanced than in the poorer developing countries,
Two of the principal aspects of this transforma-
tion—industrialization and urbanization—are
important concerns in all developing nations,
but pose especially urgent choices for policy in
Middle Income nations. Common to all develop-
ing countries is the challenge of creating enough
productive jobs for a labor force that is expand-
ing at unprecedented rates. Though world popu-
lation growth is believed to have peaked in the
early 1970s, the earlier rapid growth will add
more than 500 million people to the labor force
in developing countries between 1975 and the
end of this century.

The natural growth of population and the
process of industrialization are key factors
fueling the rapid increase in the size of urban
populations in developing countries. In the final
quarter of this century the number of people liv-
ing in the cities and towns of these nations is
projected to increase by nearly a billion, from
about 650 million in 1975 to over 1,600 million
in 2000. Urbanization is likely to be accompa-
nied by an increasing concentration of urban
dwellers in large cities; by the year 2000, some
40 cities in developing nations are projected to
exceed 5 million people in size, while 18 of them
may be larger than 10 million. This dramatic ex-
pansion in urban communities will pose massive
new tasks of urban resource management for
national and municipal authorities: tasks which

will demand bold initiatives in the design and
allocation of urban land, transport, shelter,
water, sewerage and other services.

As policy makers confront the new chal-
lenges thrown up by rapid urban growth, they
will need simultaneously to grapple with the
manifold problems of industrialization. Increas-
ing numbers of developing countries are engaged
in the endeavor of widening and deepening their
industrial sectors. The task they confront is to
encourage a pattern of industrial development
that will rapidly expand productive employ-
ment, and will sirengthen the mutually bene-
ficial links between industry and agriculture.
These intersectoral links are particularly im-
portant since, in the majority of developing
countries, agriculture will remain the most im-
portant single source of livelihood for some time
to come, and broadly based agricultural devel-
opment will, in most cases, continue to be a cen-
tral element of strategies to alleviate poverty.

The discussion of international issues in this
report takes as its starting point the analysis in
World Development Report, 1978, which em-
phasized the growth of interdependence among
nations over the past quarter century, gave illus-
trative projections of how the world economy
might evolve in the years to 1985, and traced the
implications for the economic growth of devel-
oping countries. Chapter 2 of this report assesses
recent trends and their implications for future
developments up to 1990. For the period up to
1985, the basic set of projections foresees some-
what slower growth of developing countries
than was projected last year, particularly for
Middle Income countries, whose development
praspects are especially sensitive to conditions
in the world economy. Alternative sets of pro-
jections are also presented. One of them outlines
the dismal consequences that might follow if
the slow growth of world output and trade since
1973 were to continue through to 1990. Another
assesses the implications of recovery in world
trade and output growth to rates comparable to
those experienced in the 1960s. These projec-
tions reveal a clear need for international and
domestic policy actions that will improve the

1



environment for international trade and capital
flows, and will strengthen the basis for more
rapid growth and more efficient structural ad-
justments in developing and industrialized na-
tions. These policy priorities are the subject of
subsequent chapters of the report.

Chapter 3 discusses three areas of interna-
tional concern—trade, capital flows and energy
—where all countries have strong mutual inter-
ests, which need to be protected and furthered
by national and international action. The next
three chapters, on employment, industrializa-
tion and urbanization, dwell on the policy issues
and options confronted by developing nations as
their economies develop and change in struc-
ture. Chapters 7 and 8 provide a fuller treatment
of Middle Income country development experi-

ence and issues than was given in last year’s
report. To make the analysis more relevant and
responsive to the enormous diversity among
Middle Income countries, three major types of
nations are distinguished and discussed.

The analysis highlights the crucial role of
development strategies and policies in creating
productive employment and alleviating poverty
in developing countries. But it also shows that
for these policies to yield their full potential,
support from a liberal international environment
is essential. Further deterioration in the inter-
national framework for trade and capital flows
would damage both industrialized and develop-
ing economies, and make more intractable the
daunting tasks the latter face of expanding em-
ployment and alleviating poverty.



PART I: DEVELOPMENT PROSPECTS AND INTERNATIONAL

POLICY ISSUES

Chapter 2: Prospects for Development

A year ago, World Development Report, 1978
put forward projections of developing coun-
tries’ economic growth through 1985 on the
basis of what was then viewed as a likely evo-
lution of the international environment, together
with assumptions about these countries’ own
performance. Gross domestic product (GDP) in
the industrialized countries was projected to
grow at 4.2 percent a year in 1975-85, signifi-
cantly more slowly than in the 1960s (4.9 per-
cent), in reflection of economic troubles since
then. Protectionist restrictions against the de-
veloping countries’ manufactured exports were
judged likely to remain at much the same inten-
sity as in early 1978, Thus, though exports of
textiles and clothing would be severely affected
by the tighter quotas introduced in 1977-78, and
there would be a continuing threat of new non-
tariff barriers, further increases in protection
would be held in check. An early slowdown was
expected in the growth of private capital flows
to developing countries. Private flows had ac-
counted for nearly 90 percent of the increase
in these countries’ net capital inflows during
1970-75, mainly reflecting the rapid growth of
commercial bank lending. Official Development
Assistance (ODA) was projected to rise at 5
percent a year in real terms, reversing its earlier
downward trend as a share of the GNP of the
industrialized countries that make up the Devel-
opment Assistance Committee (DAC) of the
Organisation for Economic Co-operation and
Development. This share was projected to rise
from 0.36 percent of their GNP in 1975 to 0.39
percent in 1985.

Based on these and other assumptions about
international economic conditions, Middle In-
come developing countries were expected to
sustain GDP growth rates averaging 5.9 percent
a year in 1975-85. Low Income Asia was ex-
pected to accelerate its growth to 5.1 percent a
year, considerably better than its historical ex-
perience, in large measure through improving
performance in agriculture. Slower growth at 4.1
percent was expected in Low Income Africa.

This chapter reassesses the growth prospects
of the developing countries in the light of recent

events and further perspectives on trends in the
1970s. The projections are extended to 1990, and
the growth prospects of the Middle Income
countries are disaggregated by region. Follow-
ing the basic set of projections, alternative
growth scenarios are analyzed more thoroughly
and over a wider range of possibilities than
could be done last year.

It needs to be emphasized that the projections
presented are simply intended to provide illus-
trative frames of reference for the discussion of
development issues in subsequent chapters. The
projections themselves should not be viewed as
targets for international decision making. Nor
should they be seen as precise forecasts for the
future. The prevailing uncertainties regarding
growth in industrialized countries, international
inflation, currency instability, trade and capital
flows, and the institutional framework within
which they occur, caution against that.

The assumptions underpinning this year's
projections differ from those made last year
only where recent developments clearly indi-
cate that modifications are necessary. For the
period 1975-85 the main changes as they affect

1. Developing Countries: Growth of
Gross Domestic Product, 1970-90
(Average annual percentage growth rates, at 1975 prices)

1970-76 19772 1978% 1875-85 1985-90

Low Income
Countries 3.4 5.7 5.4 4.7 49

Africa 2.6 4.0 3.4 3.7 3.8

Asia 3.5 6.0 5.7 4.9 5.1
Middle

Income

Countries 6.2 4.6 5.0 5.3 5.8
All Developing

Countries 5.7 4.8 51 5.2 5.6

®Estimates based on preliminary and incomplete data.

the developing countries are slightly slower
growth in industrialized countries, world trade
and external concessional assistance, and a dif-
ferent trajectory of private commercial lending.
The overall effect is to reduce the projected
annual growth of gross domestic product in the
developing countries in 1975-85 from 5.7 percent

3



to 5.2 percent. The largest reduction comes in
the Middle Income countries—from 5.9 percent
to 5.3 percent a year. A sizable reduction is also
indicated in Low Income Africa. However, these
reductions stem less from changes in the assess-
ment of the future and more from the fact that
recovery from the economic difficulties of 1974-
75 has been slower than anticipated.

Recent Trends and Implications for the Future

Growth of Industrialized Economies

The economic health of industrialized coun-
tries is a key determinant of the growth pros-
pects of developing nations. Industrialized coun-
tries are the principal markets for exports from
developing countries and their main suppliers of
external capital and technology. In 1976 indus-
frialized countries purchased two-thirds of all
merchandise exports from developing countries;
the share was 69 percent for fuel, 65 percent for
other primary commadities and 61 percent for
manufactures. The joint attainment of rapid
growth, full employment and price stability has
remained elusive in recent years in the indus-
trialized economies. In several countries, strong

2. Industrialized Countries: Growth of
Gross Domestic Product, 1960-90
(Average annual percentage growth rates, at 1975 prices)

1960-70 1970-782 1970-80 1980-90

North America 4.0 34 3.3 4.0
Japan and

Oceania 9.4 5.1 51 5.9
Western and

Northern

Europe 4.7 2.8 2.9 3.8
All Industrialized

Countries 4.9 3.4 3.4 4.2

“Estimates for 1978 are based on preliminary data.

inflationary pressures and volatile external pay-
ments situations have hampered sustained
recovery from the recession of 1974-75. Projec-
tions for 1979 and 1980 do not indicate any sig-
nificant improvement over the 3.4 percent an-
nual growth recorded between 1970 and 1978,
which itself was significantly below the 4.9 per-
cent annual growth achieved in the previous
decade. The outlook for the next decade is un-
certain, but it seems reasonable to assume re-
covery to an average growth rate of 4.2 percent
a year, with Japan’s economy growing at nearly
6 percent a year while the economies of North
America and Europe grow at or below the aver-
age rate for the group.

4

Developments in World Trade

Slow and erratic growth in industrialized
countries in recent years, combined with other
disruptive influences, including increased pro-
tection, international inflation, and exchange
rate instability, reduced the volume growth of
world trade from about 9 percent a year be-
tween 1965 and 1973 to just over 4 percent a
year between 1973 and 1977. In the same per-
iods, the growth of developing country exports
declined from 6.4 percent to 3.6 percent a year.
Recent export price trends have been erratic
and, on balance, unfavorable to developing
countries. In 1978 adverse changes in export and
import prices appear to have more than offset
the growth in their export volume, resulting in
a decline in the purchasing power of their
exports.

Primary commodity exports of developing
countries have grown little in volume since the
boom year of 1973. Aside from the unfavorable
international market conditions, noted above,
this stagnation also reflects adverse weather
conditions during the mid-1970s in key pro-
ducers of agricultural exports, and other supply
difficulties, including the inadequate incentives
and low investment priorities that have fre-
quently been accorded to primary production.
With the recovery of growth momentum in the
industrialized countries, improved weather con-
ditions, and growing benefits from recent efforts
to accelerate primary production, the rate of
growth of developing countries’ primary exports
can be expected to return to historical levels. For
the period 1976-90 the non-fuel primary com-
modity exports of developing nations are pro-
jected to grow at an average annual rate of 3.3
percent (Table 3].

Developing countries’ manufactured exports
have continued to show much greater dyna-
mism, but their growth slowed from an average
of about 15 percent a year in the period 1965-73
to about 11 percent a year in 1974-77. To a large
extent, this slowdown was the result of slower
economic growth and heightened protection in
industrialized countries. After clothing and tex-
tiles, the major product categories most affected
by increased protection have been footwear and
steel. In 1977, in these four product groups to-
gether, the current US dollar value of developing
countries’ exports rose by only 7 percent—less
than the average rise in prices of all traded
manufactures (9 percent), reflecting an apparent
decline in volume. By contrast, their exports of



3. Growth of Merchandise Exports, by Product Category and Country Group, 1960-76 and 1976-90

(Average annual percentage growth rates, at 1975 prices)

1960-76 1976-90
Industrialized Developing Industrialized Developing
World Countries Countries World Countries Countries
Fuels and Energy 6.7 4.5 6.3 3.1 3.3 3.2
Other Primary Products 4.4 5.1 3.7 3.3 3.3 3.3
Food and Beverages 4.4 5.4 3.5 3.7 3.9 3.1
Non-food Agricultural
Products 5.1 6.3 3.4 1.8 1.1 2.8
Minerals and Non-ferrous
Metals 3.9 3.4 4.7 3.5 3.0 4.5
Manufactures 9.1 9.1 12.7 7.0 6.5 10.9
Machinery and Transport
Equipment 9.9 10.0 17.5 7.6 741 15.3
Other Manufactures 8.5 8.3 11.8 6.5 6.0 9.0
Total Merchandise 7.4 7.8 6.3 5.7 5.9 6.1

Sources: World Bank; United Nations Yearbook of International Trade Statistics, various issues (New York: United Nations,
UN Statistical Office); Handbook of International Trade and Davelopment Statistics, various issues [Geneva: United Nations
Conference on Trade and Development); and Networks of World Trade, By Areas and Commodity Classes, 1955-76 (Geneva:
General Agreement on Tariffs and Trade, Studies in International Trade No. 7, 1978).

other manufactured goods rose in current value
by 23 percent, resulting in a 16 percent increase
in their total manufactured exports (about 9-10
percent in real terms since their export prices
probably rose less than those of other countries].
Preliminary information indicates that develop-
ing countries’ manufactured exports grew some-
what faster in 1978 than in 1977.

The projections for manufactured exports in
Table 3 assume that growth in industrialized
countries will recover to an average rate of 4.2
percent a year in the 1980s, and that further in-
creases in protection will be averted through
improved economic policies and determined

resistance to protectionist pressures. It is im-
portant to emphasize also that the attainment
of the export growth rates projected here would
require bold policy reforms and sustained effort
on the part of developing countries.

The trade projections assume that the devel-
oping countries will continue their rapid expan-
sion of trade with one another. In 1976 more
than one-fourth of developing country mer-
chandise exports went to other developing na-
tions. This trade-—analyzed further in the next
chapter—appears to depend more on the devel-
oping countries’ payments situations, economic
growth and overall trade policies than on special

4. Developing Countries: Merchandise Exports, by Product Category and as a
Share of World Merchandise Exports, 1960, 1976 and 1990
(Percentages, at 1975 prices)

Product Developing Countries’ Exports
Composition as a Share of World Exports
1960 1976 1990 1960 1976 1990
Fuels and Energy 38 38 26 44 41 42
Other Primary Products 51 35 24 37 34 34
Food and Beverages 34 22 15 40 35 32
Non-food Agricultural
Products 9 6 4 339 30 34
Minerals and Non-ferrous
Metals 8 7 5 29 33 38
Manufactures 11 27 50 6 10 16
Machinery and Transport
Equipment 1 6 20 2 5 12
Other Manufactures 10 21 30 9 14 19
Total Merchandise 100 100 100 24 21 22

Sources: As in Table 3.



Figure 1

Shares of Merchandise Exports, by Country Group, 1960, 1976, 1990
(Percentages, at 1975 prices) :

‘ Industrialized
. Developing Countries Countries

1960 1976 1990

Centrally Planned
Economies

{ Capital Surplus
Oil Exporters

Fuels and Energy

187

Other Primary Products 8.8% — Negligible
11.0% Negligible

104 206

Manufactures

Negligible
12.4% 511%

143 578 1,499

Total Merchandise Exports (excluding gold)
6.7%

2,110

Note: Numbers beside pies indicate the total values of world merchandise exports, in billion 1975 US dollars. Percentages may
not add to 100, due to rounding.
Sources: As in Table 8.




5. Structure and Growth of Merchandise Exports, 1960-90

(Percentages, at 1975 prices)

Country Average Annual
Composition Growth Rate
@ 'lgﬁ 19& 1960-76 1976-90
Developing Countries 24 21 22 6.3 6.1
Industrialized Countries 59 63 65 7.8 5.9
Capital Surplus Oil Exporters 5 7 5 9.5 3.2
Centrally Planned Economies 12 9 8 5.8 5.1
World 100 100 100 7.4 5.7

Sources: As in Table 3.

arrangements among these nations. Setbacks in
the expansion of trade with industrialized econ-
omies would adversely affect the overall export
performance and balance of payments positions
of developing countries, and hence would im-
pede the growth of trade among them. No major
change is projected in the trade orientation of
the centrally planned economies, which pur-
chased only 6 percent of developing country
merchandise exports in 1976. The growing in-
volvement of the People’'s Republic of China in

international trade and capital flows could have
significant implications for developing coun-
tries, but not enough is known to take this into
account in the projections. The composition of
developing countries’ exports and their shares
of world trade in principal product categories
are shown in Table 4 and Figure 1.

If world trade evolves according to these pro-
jections, the relative importance of major coun-
try groupings would show little change by 1990
(Table 5).

6. Developing Countries: External Financing Requirements, 1976-90
(Billion current US dollars)

Low Income

Countries
1976 1985 1990
Net Imports 3 19 29

(Imports of Goods and
Non-factor Services) (26) (20)

Less: (Exports of Goods
and Non-factor
Services)

Interest on Medium- and
Long-term Loans

1 4
Repayment of Principal 2 8
Increase in Reserves 3 __2

Total to be Financed 8 32

(146)

(118)

11

18]~

Net Factor Income,
excluding Interest on
Medium- and Long-term
Loans (.)

Official Grants and
Concessional Loans (gross) 5 19 32

Medium- and Long-term
Loans at Market Terms
(gross) 4

Direct Investment and
Other Capital (net) -1

Private Transfers (net) {(.)

Total Financing

At 1975 Prices

=
[\

w0

12

3
2
50
17

I8 m

Middle Income All Developing
Countries Countries
1976 1985 1990 1976 1985 1990
24 75 91 26 94 119
(275) (889) (1,539) (301) (979) (1,685)
(251) (814) (1,448) (275) (885) (1,566)
9 40 73 10 44 79
18 115 214 20 122 225
5 21 42 8 23 46
56 251 419 64 283 469
5 21 32 5 21 33
9 23 33 15 42 65
45 179 309 49 188 321
—5 23 38 —6 25 41
2 _5 _8 8 _7 _9
5 251 419 64 283 469
54 118 147 62 133 165

Note: Totals may not add due to rounding. The assumed average annual rate of inflation between 1975 and 1990 is 7.2 percent.
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The Supply of External Capital

The external capital required by developing
countries to sustain the growth projected in the
basic scenario is outlined in Table 6.

Despite promises by donor governments and
some recent actions on debt forgiveness, net
flows of Official Development Assistance (ODA)
from the industrialized countries that make up
the Development Assistance Committee of the
OECD fell in real terms between 1975 and 1977.
As a proportion of their gross national product,
ODA from these countries declined from 0.35
percent in 1975 to 0.31 percent in 1977 (Table 7).

77. This assistance, currently equivalent to about
2 percent of the donors’ GNP, is projected to de-
cline slowly in real terms, reflecting slower rates
of economic growth than those experienced in
recent years. However, if the real price of petro-
leum were to increase during the 1980s, net ODA
flows from QPEC nations could be expected to
rise. Flows of ODA are assumed to be progres-
sively reallocated toward Low Income countries,
so that their share of net ODA disbursements
increases to 47 percent by 1985 and 51 percent
by 1990. Concessional assistance will continue
to be of crucial importance to Low Income

7. Net Flows of Official Development Assistance From Donors, 1975-90

Billion Current Average Annual Percentage
US Dollars Growth Rate (at 1975 prices)
1975 1977 1985 1990 1975-77 1977-90
Members of Development Assistance o
Committee of OECD 13.6 14.7 41.8 69.0 -1.9 4.8
Members of Organization of
Petroleum Exporting Countries 5.5 5.7 9.4 12.4 —3.7 ~1.2
Others 0.5 13 1.9
Total 196 _.. 525 833
At 1975 Prices 19.6 24.7 29.4
Note:
DAC Flows as a Percentage of
Donors' GNP 0.35 0.31 0.35 0.35
OPEC Flows as a Percentage of
Donors’ GNP 2.71 2,01
Capital Surplus Oil Exporters’ Flows
as a Percentage of Donors’ GNP 6.46 5.58

Note: ODA flows in this table include contributions to multilateral agencies as well as to developing countries, and the value
of technical assistance. The assumed average annual rate of inflation between 1975 and 1990 is 7.2 percent.

This was less than half the target of 0.7 percent
endorsed by the United Nations General Assem-
bly in 1970, Based on renewed commitments by
donor governments and preliminary estimates
for 1978, indicating a rise in the ODA share to
0.32 percent of donors' gross national product,
ODA from DAC countries is projected to in-
crease by nearly 5 percent a year in real terms
from 1977, to reach a proportion of 0.35 percent
of GNP by 1985, where it is assumed to remain
throngh 1990, This reflects some reduction from
last year’s projection, in which Official Develop-
ment Assistance from DAC countries was ex-
pected to reach 0.39 percent of GNP by 1985.
Achieving even these modest increases will re-
quire renewed efforts by donor countries.

Net ODA flows from the Organization of
Petroleum Exporting Countries, which had
grown rapidly in the early 1970s, leveled off at
an average of US$5.6 billion a year during 1975-

countries: nearly two-thirds of the external
financing requirements of these countries in
1990 is projected to be met by gross disburse-
ments of concessional capital (Table 6).

In marked contrast to the Low Income coun-
tries, about four-fifths of the external financing
requirements of Middle Income countries in
1976 were met by loans at market terms, with
private sources accounting for over 85 percent
of this lending. In World Development Report,
1978 it had been assumed that after the rapid
growth between 1971 and 1976 the expansion
of private lending would slow down sharply, so
that over the period 1975 to 1985, net inflows of
private loans to developing countries would
grow at about 12 percent a year in current prices.
In practice, continuing liquidity in international
capital markets permitted a much more rapid
expansion of private lending, mostly by banks,
in 1977 and 1978. Liquidity in international mar-



