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ouGHTS
ABOUT
THE IRD WoRLD
Poverty isn't the problem. Creating wealth is.
popularly called the Third
World is larger than the first world of
affluent nations ( western Europe, the
United States, Canada, Australia, and
Japan) and the second world of communist-bloc
countries combined. Most of the human race lives
in the Third World. In that sense, it is an immensely important reality. In another sense, however, the
Third World as a concept is a creature of vague and
inconsistent definition-lumping together countries
that are highly disparate in economic, cultural, political, racial, and ethnic terms. Poverty is supposed
to be the defining characteristic of the Third World,
but substantial geographic regions and social classes
in the Third World are far from poor, and some
whole countries in the Third World are closer to
the living standards of western Europe than to those
of other third-world nations. Sometimes the Third
World is defined racially, with the white nations being rich and the nonwhite poor. But nonwhite Japan
has a higher per capita income than Great Britain,
the Soviet Union, and various other nations of eastern and western Europe, as well as such predominantly white South American countries as Brazil
and Argentina. Saudi Arabia and Kuwait likewise
have higher per capita incomes than various white
nations. Moreover, when the Third World is conceived in terms of people rather than nations, it so
happens that it contains more whites than blacks.
While the boundaries of the Third World are difficult to define with both meaningfulness and preciHAT IS
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sian, it remains true nevertheless that substantial regions of the world, substantial numbers of nations,
and substantial proportions of the human race live
at economic levels that would be considered poverty
in western Europe, the United States, or Japan. The
reasons for this poverty, possible ways of alleviating
it, and the prospects for achieving prosperity in the
Third World are therefore important concerns.
Because poverty is one of those things that is simply the absence of something else- wealth, in this
case-special care is necessary in analyzing it.
Other concepts that are simply the absence of something else-baldness, or a vacuum, for examplerefer to an absence of things that occur spontaneously in nature. Wealth does not occur spontaneously in nature. Its presence, rather than its
absence, requires explanation-especially since most
of today's wealthy nations were poor nations_ only
a few centuries ago. The real question is-what
confluence of circumstances produced the
fortunate conditions that a
relatively small part of
the human species
enjoys today? To
what extent can
these peculiar
combinations
of historical
circumstances
be analyzed,
recreated, or
grafted
onto
other
societies?
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But before even considering these crucial questions, it is necessary to deal with other views so
widely and insistently propagated that they are certain to haunt any discussion in which they are not
specifically addressed. It is widely believed that overpopulation and/ or colonial exploitation explain
third-world poverty, and that transfers of tax money from more prosperous nations are ·essential, not
merely for dealing with episodic emergencies, but
for promoting economic growth among the poorer
nations. All these views require careful scrutiny.

Too many people?
the oldest explanations of poverty,
both domestically and internationally, is
overpopulation. Even before Malthus's
Essay on the Principle of Population in
1798, others had argued that families and nations
could have too many children to prosper. Malthus's
extrapolations of supposedly geometrically growing
population and arithmetically increasing food supply did much to dramatize and fix in the public's
mind the concept of overpopulation-before there
was any census data or other hard evidence in most
of the countries of the world. Using similar extrapolations, one could show that if the temperature
has risen a few degrees sinFe this morning, a continuation of this trend would have us all burned
to a crisp before the end of the month. The question
is whether such reasoning should be the basis for
alarm, analysis, or public policy.
To get some idea of how crowded the planet is in
actuality, imagine that every man, woman, and child
on earth were placed in the state of Texas. There

0

NE OF

are 4,414 million people in the world and Texas
has 262,134 square miles of land area. That works
out to approximately 1,700 square feet per person.
A family of four would thus have 6,800 square feet
-about the size of a typical middle-clllSS American home with front- and backyards. In short, every human being on the face of the earth could be
housed in the state of Texas in one-story, singlefamily homes, each with a front- and backyard.
What of the teeming masses of the poor that we
see and hear so much about, crowding the streets
of Calcutta or the slums of Puerto Rico? It should
be noted, first of all, that rich people are never
called "teeming masses," no matter how many of
them there are per square mile. Wealthy Park Avenue-type neighborhoods have concentrations of people that compare with slums around the world. The
more general question of crowded cities has little to
do with total population or "over"-population, relative to the land area of a country. From an economic standpoint, crowding is what cities ..are all
about.
Many of the features of a city- the variety and
scale of businesses, amenities, and entertainments
-are economically feasible only when drawing on
a large population as customers and workers. There
may be ample land in a country whose cities are
crowded-or "over"-crowded, to those who do not
like it. When the population of the United States
was half of what it is today, its cities were more
crowded than now.
When Irish, Italian, and Jewish immigrants were
packed five or ten to a room in the slums of New
York, one could travel th~ough a hundred miles of
open countryside in America without seeing a living
soul (and still can today). To many well-meaning
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observers, it seemed obvious that the urban poor
should spread out. But the immigrants wanted the
jobs and the other features of a city, including the
companionship of other peopie from a familiar cui~
ture in a strange land. Numerous efforts to get them
to relocate in the countryside failed, and the few
who did go often either failed as farmers or found
themselves unable to cope with the isolation or oth~
er features of agricultural life. Even the Jews who
became successful in an urban setting failed totally
in farming communities in America and Argentina.
The poverty and crowding of various immigrant
groups in the urban slums had nothing to do with
any lack of land in America.
Internationally as well, there is little or no rela~
tionship between poverty and population density.
There are high~income, low-income, and mediumincome nations with high population density, low
population density, and medium population density.
Ethiopia has almost the same number of people per
square mile as the United States (sixty-one and
sixty-five, respectively), but averages just over a
hundred dollars in annual per capita income. Sin~
gapore has more than 10,000 people per square
mile, and its income per capita is more than thirty
times higher than that of Ethiopia. Prosperous J apan, with an income higher than that of many European nations, has more people per square mile
than India, one of the poorest nations on earth.
An argument could be made that it is not land
but arable land that is most relevant, since deserts
and mountains may have little economic significance.
But while this seems plausible, the deserts of Kuwait
and Saudi Arabia contain the petroleum that puts
them among the wealthier nations of the world.
However, even if one were to use arable land as
the,standard, that would change no fundamental con~
elusion. Japan, for example, compares even more
unfavorably to India on the basis of arable land
than of land in general, but it is India that has famines. Similarly, famine~stricken Ethiopia has many
times more acres of arable land per capita than Singapore or Great Britain.
Nor has the growth rate of population had the dire
economic consequences in history that it has in theory. For example, between the 1890s and the 1930s,
Malaysia was transformed from a sparsely populated country of hamlets and fishing villages into a nation with cities and modern economic develop!Jlent.
While its population rose from one and a half million to about six million people, this much larger
population had both a higher standard of living and
greater longevity. Hong Kong and Singapore have
also had rapid population growth since 1950, along
with increases in real income. As for the Western
world, its population has quadrupled since the mideighteenth century, while real income per capita ha:;
risen fivefold. Much of this increase in Western living standards took place while its population was
growing faster than in today's Third World.
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ATURAL resources are another concept so
familiar as to seem to require no definition. Yet this is a slippery and treacherous
notion. For example, a large and alarming
literature proclaims that we are running out of natural resources in general, or some specific resource
(like petroleum) in particular. By simplistic extrapolation, that would seem to be inevitable, just as
such extrapolations would also lead us to be alarmed
about running out of space or being burned to death
by rising temperatures.
A natural resource is something occurring in nature that we know how to use for our purposes. Our
knowledge is as integral to the concept of a natural
resource as the physical thing itself. An inventory
of natural resources two centuries ago would not
have included uranium or hydroelectric power,
because no one knew how to use such things. Once
natural resources are seen in this light, it no longer
follows that there are fewer natural resources with
the passing centuries.
In some tJltimate sense, natural resources are finite, just as land is finite. John Stuart Mill, as a young
man, once worried that, because of the finite number
of musical notes, we were "running out" of music;
at that point Brahms and Tchaikovsky had not yet
been born, and jazz not yet conceived. But many
natural resources may become obsolete-superseded
by better alternatives-long before they are physically exhausted. In practical terms, we will nt ver
run out of them.
Differences i~ wealth among nations bear little
relationship to differences in natural resources. J apan has no petroleum and imports most of the natural resources needed to produce its large industrial
output. Yet it has a much higher per capita income
than Mexico, which has abundant minerals, fertile
soil, large petroleum deposits, and rivers capable of
producing much hydroelectric power. The Japanese
simply have high levels of skill, discipline, organizational capability, and other traits that enable them
to outperform Mexicans economically, whether the
two groups are in their respective homelands or both
in California, where they have been for a similar period of time and where they began in very similar
occupations.
The natural resources of a given nation are likewise utilized very differently by different groups of
people. All the things that were natural resources
to Europeans existed in the western hemisphere
before Columbus, but the indigenous populationsmisnamed "Indians"- had not used those resourcec;
to achieve the economic arid technological level of
the Europeans, as indicated by the fact that the b tter succeeded in forcing them off their lands, o(ten
against a numerical superiority of brave and resourceful Indians. In Argentina, some of the finest
wheat-growing land in the world did not prevent
the Argentines from impor ting wheat for generations, until a new set of peoples from different cui-
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tures and with different values and skills turned it
into one of the world's great exporters of wheat. In
southeast Asia, the Malay peninsula contained rich
tin deposits long before the Chinese arrived to develop them, but the native Malays did little with
these deposits. The same story could be repeated,
with local variations, for much of Africa and the
Middle East.
BEST-SELLING scare book, The Population
Bomb, says on its cover: "While you are
reading these words, three children are dying of starvation-and twenty-four more
babies are being born."
As a propaganda device, juxtaposing two striking
phenomena can successfully insinuate that there is
some cause-and-effect relationship between them,
however little logic or evidence there may be to
support this conclusion. Famines have had no demonstrable relationship to the number of children in
the world, or to the number being born. Because
famines often involve a race between relief supplies
being distributed through a primitive area and the
ravages of hunger, people die of starvation and disease while there are food surpluses in the world, or
even in their own country. But the idea that we are
running out of food enjoys a certain plausibility
that has kept it going for two centuries, despite overwhelming empirical evidence against it.
When Malthus first wrote on population at the
end of the eighteenth century, there was extremely
little hard evidence on the subject. As data became
available in the nineteenth century, they showed that
in fact the food supply was growing faster than the
population. This has continued to be true in the
twentieth century, even at the height of the "population explosion" hysteria. Like most data, these
have fluctuations over time, so that those who have
a vested interest in hysteria-which sells both books
and political programs--can point to such things as
a 2 percent decline in the world's food supply from
1965 to 1966. But, as against this one-year "trend,"
food per capita is generally higher today than a century ago, when there were far fewer people on Earth.
Overpopulation hysteria is both philosophically
and politically congenial to the outlook of those
who see the world's problems in general in terms
of the foolish many needing to be directed by the
wise few, like themselves. India, for example, instituted a massive compulsory sterilization program in
1975-1977 in which hundreds of thousands of people were "sterilized against their will, often brutally
and in insanitary conditions." Many Western officials and intellectuals are likewise calling for "strong
leadership" to control population growth in less developed countries. This leadership almost invariably
means various degrees of authoritarianism wielded
by the Westernized elite against the general populace.
Deficiencies of food, ranging from malnutrition to
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famine, are often more a result of political policies
than of population size. Many third-world nations
forbid the use of tractors, harvesters, and other agricultural machinery, on the dubious assumption that
machinery reduces jobs. Famines have been produced (in sixteenth-century Belgium) and exacerbated (in eighteenth-century India) by price controls.
Fortunately, the nineteenth-century authorities in
India learned from the catastrophe of a century earlier, and met a new threat of famine in 1866 by following opposite policies:
Far from trying to check speculation, as in 1770, the
Government did all in its power to stimulate it. ...
In the earlier famine one could hardly engage in the
grain trade without becoming amenable to the law.
In 1866 respectable men in vast numbers went into
the trade; for the Government, by publishing weekly
returns of the rates in every district, rendered the
traffic both easy and safe. Everyone knew where to
buy grain cheapest and where to sell it dearest and
food was accordingly brought from the districts which
could best spare it and carried to those which- most
urgently needed it.

An economically effective policy like this could
be followed, without fear of political repercussions,
because India was ruled by British colonial officials.
It was also the era when laissez-faire economics had
its widest acceptance. Today, it is difficult to imagine an elected government letting a market operate
freely during a famine-:'-amidst inevitable charges
by their political opponents that prices were "unconscionable"--even if they knew that that was in fact
the fastest way to get the famine over with and save
the most lives.

The role of imperialism
AFTER the decolonization that
began with the end of World War II, the
economic and political aftermath of imperialism remains an important factor in
world history, and the causes and effects of imperialism remain matters of controversy.
Although imperialism is thousands of years old,
there have been many attempts to create special theories for the imperialism of the capitalist era or of
European nations. These theories require scrutiny,
not only for the question of their validity, but also
as clues to the kind of thinking that shapes policies
and attitudes in the Third World and elsewhere.
Finally, the actual effects of imperialism must be
examined, as well as its enduring legacy-in the
West as well as in the less developed world.
One of those whose name is often invoked in discussions of imperialism is Karl Marx. But the actual
writings of Marx and Engels reveal a very different
view of imperialism from that of latter-day Marxists.
While Marx found much that the British did in India "brutal," " sickening," and "actuated only by the
ECADES
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vilest interests," he nevertheless concluded that the
net effect of introducing Western economic advancements would be to bring India out of a "stagnatory"
and "vegetative" kind of life. Marx had no romantic
view of less developed countries: "I share not the
opinion of those who believe in a golden age of
Hindustan." In a similar vein, Engels regarded the
introduction of European civilization as a step forward for the colonial peoples:
All these nations of free barbarians look very proud,
noble, and glorious at a distance, but only come near
them and you will find that they, as well as the more
civilized nations, are ruled by the lust of gain. and
only employ ruder and more cruel means. And after
all. the modern bourgeois, with civilization, industry,
order, and at least relative enlightenment following
him, is preferable to the feudal lord or to the marauding robber, with the barbarian state of society to
which they belong.

Although these Marxian writings have been a
source of embarrassment to some latter-day Marxists, they are consistent with the general Marxist
view that ( 1) what matters is not people's subjective motivations but their objective effects, and
that (2) particular social systems-including slavery,
capitalism, and imperialism-may be "historically
justified" during particular eras, even though they
may be superseded later by better systems.
As the passing decades failed to produce either
the increasing misery of the proletariat or the decisive crisis of the capitalist system predicted by Marx,
he and Engels used imperialism as an explanation
of how these phenomena had been postponed. These
passing remarks of Marx and Engels later became
the cornerstone of V. I. Lenin's theory of imperialism. Lenin's message can be summed up in his own
words. In the era of "the parasitism and decay of
capitalism," a few powerful imperialist nations " plunder the whole world" and "out of such enormous
super-profits" they bribe their own workers and labor leaders. While thus keeping the workers quiescent, imperialism also disposes of surplus capital"the prodigious increase of capital, which overflows
the brim," in Lenin's words, and which would otherwise lead to internal economic crises in capitalist
nations, according to Marxist theory.
Like the brilliant propagandist that he was, Lenin
inundated the reader with statistical data on things
that were not at issue-that capitalist industry was
growing, that banks had large and increasing deposits that they invested in many places-and then
glided swiftly from these facts to conclusions that
had neither empirical nor analytical support. However, if developed industrial nations were simply
investing in other developed industrial nationsshuffling their capital around among themselvesthen the whole scenario of net outflows of capital
from capitalist nations to avert "crisis" would collapse like a house of cards. The United States, for
HAllPE.P.'S/NOVE.MBE.P. 1983

example, invests more in Canada than in all of Asia
and Africa put together-and it invests more in Europe than it does in Canada. Moreover, investors living in the Third World often prefer investing in the
United States or Europe to investing in their own
countries. Western investments are often an overwhelming proportion of all investments in a poor
country, but may nevertheless be a very small part
of Western investments worldwide.
The end of the colonial era after World War II
has led to, among other things, voluminous writings
on neocolonialism. According to this literature, imperialism has merely changed its form, not its substance. Under neocolonialism, according to African
leader Kwame Nkrumah, a newly independent state
with "all the outward trappings of international sovereignty" continues to have "its economic system and
thus its political policy . .. directed frorp outside."
This means "control of nominally independent Third
World countries by giant financial interests" in the
West. Like its Leninist predecessor, this literature
tends to document to the hilt things that are not the
least bit at issuO!-that there are large exports and
imports, or many overseas branches of American
banks. Mundane economic facts-that most of the
razor blades sold in France are American-made-are
given sinister interpretations, when they are simply
what would be expected on the basis of Adam Smith's
200-year-old writings about the international division
of labor. A high proportion of cameras sold in the
United States are made in Japan, but no one considers the United States a colony of Japan.
Running through most modern theories of imperialism and neocolonialism is the old notion of the
mercantilists, that one country's enrichment is another country's impoverishment. According to neocolonialist theory, the "conflict between the rich and
the poor has now been transferred on to the international scene." Thus the "fabulous profits" of Western capitalism show "the enrichment of one side of
the world out of the exploitation of the other." As
in most uses of the word "exploitation," the term is
not defined concretely. Somehow the neocolonial theorist has determined a "fair price"-a feat that has
eluded economists for centuries-and knows that
third-world countries are paid less than that for their
labor and raw materials.
Whatever the factual or intellectual inadequacies
of neocolonialist theory, it serves some very important political and psychic functions. It explainseven if incorrectly-why the economic collapse of
capitalism that Marx so confidently expected within
his lifetime has still not occurred a hundred years
later, without even raising the possibility that M::nx
might have been fundamentally wrong in his analysis of the situation. It explains why the capitalist
employees who were supposed by Marxists to become
progressively more miserable over time seem on the
contrary to be progressing from generation to generation. Above all else, it explains for those in the
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Third World why their economic performance is so
far below that of Western nations, for reasons that
reflect no inadequacies on their part but only moral
deficiencies on the part of others. In short, it is the
perfect political explanation, however little economic sense it makes.

The legacy of empire
Marx was quite correct: what
matters in a cause-and-effect analysis of history
is not people's subjective motivations but the
actual results. In Engels's words, "what each
individual wills is obstructed by everyone else, and
what emerges is something that no one wills." What
emerges from imperialism is thus not a question of
the greed of some or the corruption of others but
of concrete consequences of highly complex interactions.
It is necessary to begin with the conditions that
existed in third-world countries before the imperialists came-conditions that made them vulnerable to
conquest in the first place. To say that colonialism
or neocolonialism is what prevents development in a
third-world nation because of "external forces which
have a vested interest in keeping it undeveloped"
is to beg the question as to why it was undeveloped
for centuries before the imperialists arrived.
Much of sub-Saharan Africa, North and South
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America, and southeast Asia consisted of small, tribal societies living at a relatively primitive level of
organization and technology. For example, "almost
no African community so~th of the Sahara managed
to harness draft animals to pull plows and wagons
until European newcomers introduced these new
methods of traction in the nineteenth and twentieth
centuries." The precolonial technology of the region
was incapable of using wind or water power for
milling grain. Tribal warfare, military raids, slavery,
and serfdom were widespread throughout the area.
Literacy was unknown outside of Ethiopia. Similar
conditions existed in the western hemisphere in
pre-Columbian times.
Not all parts of the colonized world were primitive, nor did the coming of Western civilization
always represent progress in all aspects of life. But
by and large European colonialism brought to the
Third World what Roman imperialism had brought
to Britain in the first century A.D.: ( 1) a reduction
or cessation of internal fighting that had plagued
these regions for centuries, holding back economic
and social progress; (2) a unified system of law as
a framework for stable expectations and the security
and individual planning that law makes possible;
(3) features of a more advanced system of technology and organization ; and ( 4) contact with a wider
world, enabling creative potential to emerge from
the restrictions of insularity. Nowhere did these
benefits exist unalloyed. Everywhere they were
HARPER'S/NOVEMBER 1983

mixed with the arrogance, insensitivity, and often
brutality that have marked conquerors of virtually
every race and culture.
The net balance of European impact on the
Third World may never be totaled in all its psychic, cultural, social, and political dimensions. The
record of oppression is long and often ghastlyboth before and after the imperialists came. European oppression was by no means unique in kind
or degree, and the spread of this particular oppression cannot be assumed to be a net increase of oppression in the world. There was certainly no Eden
before. On the central issue of economic exploitation, however, the empirical evidence is somewhat
more clear. Those parts of the Third World that
have . had the most extensive, pervasive, and diversified contacts with the Western world have generally achieved much higher standards of living than
those regions that have remained relatively untouched by Western civilization. Aborigines in the
jungles and deserts of Africa, Asia, or South America have yet to approach the economic level of those
native peoples who live in the ports, mining towns,
or cash-crop areas that developed under Western
auspices.
The enduring and fervent belief in imperialism
as the cause of third-world poverty is difficult to
understand in terms of empirical evidence. But this
belief is much more readily understandable in terms
of the high psychic and political costs of believing
otherwise. Those costs are high not only to some
people in the Third World, but also to those in the
West whose whole vision of the world depends on
seeing poverty as victimization and themselves as
rescuers-both domestically and internationally.
Many such people assume a stance of being partisans of the poor. But even to be an effective partisan of the poor, one must first be a partisan of
the truth.

Escape from poverty
development is difficult to define
and measure, much less plan and execute.
Statistical uncertainties, illusions, and deceptions are especially likely in measuring
the economic progress of a third-world country that
is in the process of shifting from agricultural to industrial output, paying market prices for services
that were formerly provided outside the market
(child care, for example) , and channeling an increasing proportion of its resources through government monopolies of one sort or another. The fact
that a rising share of the nation's goods and
services now pass through statistical checkpoints
does not mean that there is a correspondingly larger
amount than before, when much of this same activity took place informally, without money changing
hands or being recorded on the government's books.
CONOMIC
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Conversely, much saving and investment by peasant
farmers in third-world countries may go entirely
unrecorded, either because of secretiveness on the
part of peasants, or because of the practical difficulties of the government's keeping track of innumerable peasants and their many small repairs and improvements on their farms, or their larger or smaller
amounts of fertilizer, seeds, seedlings, or other materials set aside for the coming year's crop. Investments in the form of planting materials or improved
irrigation ditches may completely escape the attention of the government's statisticians in the capital
city, and would be virtually impossible to quantify
if they did know about them.
The bias toward preoccupation with individually
large and striking investments, to the neglect of individually small and unimpressive investmentswhich may in the aggregate be of far greater economic consequence-is due not only to statistical
difficulties but also to political bias. As Adam Smith
noted two centuries ago:
The proud minister of an ostentatious court may frequently take pleasure in executing a work of splendour and magnificience, such as a great highway,
which is frequently seen by the principal nobility,
whose applauses not only flatter his vanity, but even
contribute to support his interest at court. But to
execute a great number of little works, in which
nothing that can be done can make any great appearance, or excite the smallest degree of admiration
in any traveller, and which, in short, have nothing
ro recommend them but their extreme utility, is a
business which appears in every respect too mean
and paultry to merit the attention of so great a magistrate.

Uneconomic steel mills built in third-world nations have become a symbol of this attitude. So are
national airlines that operate in the red when there
are plenty of existing international airlines capable
of handling the same volume of traffic at lower cost.
This approach, aptly termed an "investment fetish,"
has been seconded by international organizations
that have been impressed by grandiose plans, strikingly visible demonstration projects, and rhetoricthat is, by things that impress the eye and ear, rather
than things that actually produce economic results.
The extent to which plausibility has replaced performance in discussions of economic development
in the Third World may be illustrated by an example
of successful development that should have been
very unsuccessful, according to prevailing theories:
How would you rate the economic prospects of a::
Asian country which has very little land (and only
eroded hillsides at that), and which is indeed the
most densely populated country in the world; whose
population has grown rapidly. both through natural
increase and large-scale immigration; which imports
all its oil and raw materials, and even most of its
water; whose government is not engaged in development planning and operates no exchange controls or
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restrictions on capital exports and imports; and which
is the only remaining Western colony of any significance? You would think that this country must be
doomed, unless it received large external donations.

This country is, however, the British colony of
Hong Kong, which has a per capita income more
than five times that of Malaysia, the Philippines, Indonesia, Burma, or Thailand-just to compare countries in the area. In the postwar world, Hong Kong's
population increased more than sevenfold, nearly
half being refugees. Despite low tax rates--a 15 percent maximum on personal income-the Hong
Kong government has had budget surpluses in thirtyone of the thirty-four years from 1945 to 1980.
Hong Kong's population is 98 percent Chinese. This
i~ not only another example of the productiveness
of the overseas Chinese~ it also fatally undermines
the "exploitation" explanation of the prosperity of
the overseas Chinese, because there are only 2 percent of non-Chinese who might conceivably be exploited, and many of these are the British who
control the colony. More broadly, Hong Kong underscores the point that the "human capital" in the
general populace is crucial to economic development.
The actual material wealth brought to a region
has in many cases played a relatively small role in
economic development, compared with the human
capital that was brought. Poverty-stricken Italians immigrated to poverty-stricken Argentina in the nineteenth century and made both the country and
themselves more prosperous. Chinese immigrants
with little more than the clothes on their backs have
entered southeast Asia--often on foot-and proceeded to create economic advancement for both the
nati ve populations and themselves. Germans too
poor to pay their passage to eighteenth-century
America nevertheless, after years of unpaid work
as indentured servants, went out to the undeveloped
frontier and built prosperous farming communities
up and down the great valleys of the eastern United
States.
Much of the pover;ty, stagnation, and even retrogression found in third-world countries is not the
result of an inevitable "vicious circle of poverty,"
for which dramatic aid programs or draconian domestic policies are the only cure_s. Indeed, a substantial part of the current efforts of the rulers and
governments of such countries often consists of repressing, impeding, or even driving out of the country those who possess the human capital to develop
it. The massive deaths on the high seas of southeast Asia of the "boat people" were not only a moral
horror and a human catastrophe but also an economic insanity, destroying vast amounts of human
capital desperately needed in that region of the
world . It made sense only politically.
Less dramatic examples and policies also indicate
massive destruction of, or impeding of the operation
of, human capital. South Africa has, at various times

in its history, forcibly forbidden the use by black
Africans of various skills they have acquired, and has
put positive barriers in the way of their further acquisition of such skills. Jews have been hounded
from one country to another in Europe and the Middle East, often to the economic detriment of the
country they left and the economic benefit of the
country to which they went. ldi Amin's brutal expulsions of the East Indians from Uganda and the
Nigerians' slaughter of the lbos were part of a similar pattern.

NE FORM of human capital emphasized by
many third-world countries and the international agencies advising them is formal
education. While this can be beneficial, it
by no means follows that every increment of schooling is more beneficial than alternative uses of the
same resources, whether viewed economically or socially. Desperately needed technological, organizational, and entrepreneurial skills tend to be neglected in favor of literary education.
Agricultural science, for example, tends to be neglected even in predominantly agricultural nations
of the Third World. In Nigeria, more than 40 percent of the jobs for senior agricultural researchers
have been vacant at one time. In Senegal, it was
1979-a generation after independence-before agriculture was taught at the university level, although
the University of Dakar had thousands of liberalarts students. In Malaysia, where the Malay college
students are concentrated in the liberal arts-mostly Malay studies and Islamic studies-many end up
working for the government after graduation, for
they lack skills that would have a value in the economy. Nor is Malaysia unique. In India three quarters of college graduates work for the government, and a leading authority on Africa describes
African education as "a machine for producing graduate bureaucrats." Indonesian youth likewise turn
after graduation toward bureaucratic careers, despite
the warning of Indonesian novelist Ananta Toer
that "we must get rid of the silly idea of wanting
to be government clerks."
Burgeoning bureaucracies are more likely to be
impediments than· contributors to economic development. They are, for example, a major factor
in many African nations' declining ability to feed
themselves. Yet in many third-world countries the
alternative to enlarging bureaucracies in order to
absorb college graduates without economically
meaningful skills is to let them become unemployed,
discontented, and politically dangerous.
The very phrase "foreign aid," which has become
so familiar through repetition, is one which-in the
words of a distinguished development economist"disarms criticism, prejudges the effects of the policy and also obscures its realities and results." In
short, whether the political process of transferring
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wealth from Western taxpayers to third-world government officials aids or hinders economic development in the Third World is an empirical question
rather than a foregone conclusion. Using the phrase
"foreign aid" is no more justified a priori than calling it "foreign hindrance." Whether it is an aid or a
hindrance is a question of fact in each specific case.
Calling the transferring organizations "development
agencies" is likewise begging the central question.
They are in fact transfer or donor organizations,
and the actual effect of their donations is precisely
what is at issue. For example, Africa has lost its
historic ability to feed itself precisely during the era
when the phasing out of donations to Latin America
has caused donor agencies to "smother Africa with
project aid."
"Foreign aid" is in fact often used by third-world
governments to ( 1) acquire arms to be used principally in suppressing political critics and movements
within their own country; (2) persecute racial and
ethnic minorities, especially those who are more
economically productive or entrepreneurial, such as
the overseas Chinese; (3) cover deficits caused by
the inefficiency or irresponsibility of the recipient
government, thereby enabling it to remain in power
longer by insulating it from the consequences of its
own actions. Moreover, international transferring organizations tend to want recipient governments to
be more activist or dirigiste in planning and controlling the economy-a process that may or may
not prove beneficial, in the Third World or elsewhere-and their control of vast funds enables them
to impose experiments and preconceived schemes
from which the aid-organization officials suffer no
damage, even if these schemes should prove catastrophic to third-world peoples. Moreover, the failure of these schemes or the waste of funds in general
will not embarrass any given donor nation, since multilateral transfers are administered from a fund to
which many nations contribute and for which none
is responsible. The chief benefits of multilateral
grants, from the standpoint of the recipient governments, is that they are less likely to carry restrictions
or preconditions designed to ensure economic efficiency or responsible financial policies.
Tanzania is a striking example of the effects of
international wealth transfers through multilateral
agencies. It has received more "foreign aid" per
capita than any other nation. Its output per worker
has declined 50 percent over a period of a decade;
it has turned from an exporter to an importer of
maize; nearly half the more than 300 companies
expropriated by the government ("nationalized")
were bankrupt by 1975, with many of the remainder
operating at a loss. As the economy has declined,
government bureaucracy has grown by 14 percent
per annum, doubling in less than a decade. Tanzania's ruler, Julius Nyerere, has repeatedly been
unopposed in "elections," and his political prisoners run into the thousands-many tortured, acHAit.PEJt's/ NOVEMBER
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cording to Amnesty International. International
wealth transfers to the Nyerere regime have not
proved to be "foreign aid" to Tanzania.
The Tanzanian example illustrates another important point-the political importance of professed
intentions, as contrasted with demonstrable economic or other results. Despite a despotic rule and economic declines, Nyerere remains one of the most
revered African leaders, especially among Western
intellectuals. Nyerere has expressed many noble intentions and humanitarian goals, even as he has
jailed or executed his critics, uprooted vast portions
of the Tanzanian population at gunpoint, and mismanaged nationalized industries into bankruptcy,
while producing widespread hunger in a country
that was once an exporter of food. Conversely, the
very phrase "multinational corporation" immediately
evokes negative feelings, because their intentionsto make a profit for themselves-are not nearly as
noble as those expressed by Nyerere, and it is often
the intentions rather than the results that count
politically.
Multinational corporations may themselves eogage in expressions of altruistic intentions toward
third-world countries for public relations purposes,
but no one is deceived, and such statements may in
fact increase cynicism toward the multinationals. If
they were in fact engaged in al~ruistic behavior, they
would be violating the confidence of the stockholders who entrusted their savings to the corporations
for the purpose of gain rather than philanthropic
donation.
The real basis for judging the impact of multinational corporations on third-world countries is
in terms of results. When the multinational corporations pay higher wages than those prevailing in a third-world country, this is criticized as
promoting "the interests of the small number of
modern-sector workers against the interests of the
rest by widening wage differentials." When multinational corporations fill some local consumer need,
this is criticized because it means "inhibiting the
expansion of indigenous firms" who might have
served the same market, even if they had never
done so before. In short, multinational corporations
are blamed for a pervasive reality of the human condition-that benefits have costs. Such economic results as higher wages for third-world workers, or
new or cheaper products for third-world consumers,
are politically unacceptable, because the intentions
that produced these results are morally suspect. Bur
when looked at systemically, instead of by intentions, it is hardly surprising that an economic organization like a multinational corporation is more
effective in economic decisions, while political leaders who make disastrous economic decisions are
more effective in gaining political acceptance and
even admiration. Conversely, the political failure of
multinational corporations is evident from the fact
•
that their very name is anathema to many.

