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FOREWORD
 

This Regional and International 1972 by tile Agency for International De-
Economic Development and Planning Con- velopment. 
ference was held as a partial fulfillment of the The Bureau of Economic Research and 
objectives of the Bureau of Economic Re- Development expresses sincere appreciation tosearch and Development (BERD) of Virginia those who appeared on the program and par-
State College. The objectives of the con- ticipated in the discussions. The Bureau is par
ference were to: (I) assess the current state of ticularly grateful for die cooperation and en
planning for economic development on both couragement from directors of 211(d) pro
the regional and international levels; (2) re- grams of other institutions. The contributions
examine some of the practical methodologies made by present and foriner officials of AID 
and techniques on economic planning and de- are evident as one reads these proceedings.
velopment; (3) relate domestic-rural- The State of Virginia played an important role 
development problems to problems of less- in the success of the conference for which Vir
developed countries, particularly in Africa; ginia State College is grateful. The presence of
(4) generate a clearer understanding of the state agencies and representatives from other 
factors to be considered in economic plan- institutions of higher education within and
ning; and (5) share up-to-date information on outside the state of Virginia reflected their
AID policies and programs with representa- interest in the efforts of the Bureau. All seg.
tives on the local, state, national and inter- ments of the college contributed significantly 
national levels. to the effectiveness of the program. MissMoreover, the conference was held to Betty Glass is especially thanked for her trans
further establish and maintain the close associ- cription and typing of these proceedings.
ation that the six 211(d) agricultural eco- Lastly, special thanks are extended to the
nomics grantees (Iowa State, Michigan State, BERD staff and particularly to Dr. Charles D. 
Southern, Cornell, Minnesota and Virginia Vhyte, Assistant Director and Co-Chairman of
State) had developed since the 1973 Eco- this conference for his untiring efforts that
nomic Development Conference held at Vir- went into the conference. Dr. Vhyte, has had 
ginia State College. Institutions with inter- the editorial responsibilities for these proceed
national development interests were invited to ings. Expressions of appreciation go to him 
attend in order to become acquainted with for his patience in working with presentors of 
the activities of the agricultural economics papers in preparation for this publication.
211 (d) grantees. Since transcription and editing of some of 

This conference was made possible the addresses may have been misinterpreted,
through the support from a 211 (d) five year the reader should contact the authors for vali
grant awarded Virginia State College in May dations or clarity if needed. 

February, 1976 Huey J. Battle, Director 
Bureau of Economic Research and Development 
Virginia State College 
Petersburg, Virginia 23803 
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EDITOR'S INTRODUCTION AND SUMMARY
 
This publication contains the addresses 

and the papers of The Regional and Intema- 
tional Economic Development Planning Con-
ferencc of The Bureau of Economic Research 
and Development (BERD), at Virginia State 
College. Financed by a US-AID 21 1(d) Grant 
under Title IIof the Foreign Assistance Act of 
1966, BERD's US.AID program was estab-
lished to develop research and resource capa-
bilities at Virginia State College for solving 
problems of rural development in Virginia as 
well as in Less Developed Countries (LDC's). 

The purpose of the conference was to 
assemble experts in the field of Economic 
Planning and Development to present, discuss 
and assess the state of planning for economic 
development on both the domestic and inter-
national levels. The objectives were: to re-
examine sonic of the important and practical 
methodologies and techniques for economic 
planning and development; to relate rural de-
velopment problems of the developed world 
to those of LDC's, particularly in Africa; to 
generate a clearer understanding of the factors 
to be considered in economic planning; and to 
exchange -views of the BERD and Virginia 
State's Research Staff with experts from other 
research institutions and organizations. 

The conference addresses, particularly 
those of Benjamin Higgins and Roger Norton, 
give a broad overview of the development 
issues at the Regional and the International 
levels. The papers are concentrated on specific 
issues and problems of development and 
planning that are relevant to the 
contemporary scene. And while the papers are 
non-technical, they are aimed at both the 
specialists as well as the non-specialist. In all 
the papers, the reasoning and the conclusions 
are developed in a form both intelligible and 
useful to the specialists and informed to the 
non-specialists. The presentations are lucid 
and timely. 

The majority of the papers are published 
without revision to the draft from which the 
presentation was made at the conference. 
Several, however, were revised after comments 

and suggestions were made before final drafts 
were accepted. All the papers published here 
are invited, not contributed, and are without 
constraint to length and content, except that 
they fit into the general frame of development 
and planning. 

SUMMARY OF PAPERS 
In the first paper, Rawle Farley argues 

that public intervention, by means of fiscal 
policy and other measures, are essential to 
". . .help usher in revolutionary changes..." 

to meet the demand for development. In his 
paper "Fiscal Planning and Development: An 
Interpretation of Purposes, Constraints and 
Conflicts," Farley makes a most lucid and in
formative presentation of a few prominent 
and critical problem areas which fiscal policy 
confronts in a large part of the Third and of 
the Fourth Worlds. He identifies the draw
backs to the effectiveness of fiscal policy and, 
with sound theoretical reasoning and actual 
events, discusses the problems and solutions 
to them. 

Cacho's paper contributes to the notion 
of a real resource approach to financing de
velopment. It is an attempt to bridge the gap 
between the current notion of the main objec

tive of development activities in LDC's (i.e. 
growth rate) and the conceptual framework 
which determines these activities (i.e. tangible 
targets such as: amount of increase in yields 
and/or total production of each crop by 
region; and the increase in the number of 
functional literates, ect.) Cacho does not 
neglect investment as a requirement for 
achieving a satisfactory growth rate; but, is 
more concerned with what real resources are 
mobilizable to bring about social transforma
tion in the shortest possible time. 

W. W. McPherson discusses the impor
tance of organizational and administrative 
capability in economic development with de

velopment planning in Pakistan as a source of 
reference. He attempts to answer the 
question: by what means is development plan
ning suppose to contribute to economic de

iv 



velopment and growth; He makes clear that 
planning is "development policy" placed in 
government where it will have a high status 
level and authority, 

Brookins and Joshua, in their paper
"Planning Economic Development and the 
Role of Institutions," attempt to analyze 
some specific functions institutions can fill in 
planning and development. They discuss the 
conventional versus the problem oriented 
planning and suggest that planning theories 
and techniques can be more useful once 
planners become more knowledgeable of the 
environments and the institutions within 
them. Brookins and Joshua make the point
that conventional planning operates in a 
vacuum within disciplinary constraints; while 
problem oriented planning operates without 
regard to disciplinary boundaries. 

Coutu describes research, as related to ira-
provements in rural development policies and 
programs, on: (I) informational and method-
ological requirements for a national approach 
to estimating policy and program options. and 
(2) organizational requirements consistent 
with a national approach. The former focuses 
on a broader concept of rural development
planning, including ways and means of evalu-
ating growth centers, mobility incentives and 
political and economic consequences of pro-
grains concerned with concentrating scarce 
public developmental resources; and sonic 
means of developing a common sector and 
intersectoral methodology acceptable to 
various disciplines and regional considerations, 
The latter (2) focuses on means to overcome 
disciplinary dominance and to develop a truly 
interdisciplinary organizational structurewhich is required for improvements in rural 
whichisreuiredoprvment.otusug 

and underemployment at least public cost; (3) 
are economically efficient public programs for 
rural development consistent with goals and 
values of the people they are intended to 
serve; He examines cost-effective means 
(through public programs) of rural develop. 
ment; and makes a case for what he calls 
". . .a vastly simplified yet more direct na
tional growth policy than the existing defacto 
centralization policy." Tweeten recommends 
that underemployment be the criterion for 
focusing area activities to generate jobs: and 
suggests a comprehensive income maintenance 
program for t'he working poor. The means of 
financing such a program would include: a 
system of tax write-offs or direct grants to 
industry; a wage supplement; and labor mobil
ity assistance programs. 

Erven Long gives insights into the "Pro
vision of Relevant Knowledge and Technology 
for Rural People." lie begins with a look at 
the U. S. assistancc to developing countries 
and attempts to answer the question of how 
U. S.and LDC's scarce resources can be allo
cated. He points out that a phenomena we 
need much better to understand is the process 
of farner-to-farmer communication, and that,
while we have learned that knowledge and 
technology must be tailored, adopted, tested 
and put to work within the developing coun
tries, the cost of developing such knowledge
and technology vith tile ability to transform 
the basic parameter is very high. "We must 
develop systems which find those basic things
of sufficient generality that they need be done 
at only one or a few places at most, and do 
them there on behalf of the entire world." 

William Hardy in his paper: "The Impor.
tsa inga ltance of Cooperativedevelopment. Cout suggests that: "growing Efforts in ProvidingCommunity Services" examines tile qualities

comimittment of the need for policies and pro- of nonrivalness and non-excludability of agrams on population redistribution offersopportunity for research-particularly an of o odaHe s s tnd a icity ofmore public good. He discusses the basic type ofcomprehensive development planning." governmentalused unit and organization which isto supply or administer public servicesTweeten's paper attempts to answer three and some of the associated problems. Hequestions on planning for development in further discusses the economic gains and imrural areas: (1) in what geographic locations proved public accessibility that can be realizedshould job inflow or labor outflow be en- through the imitation of cooperative efforts incouraged with public programs; (2) what level providing certain services. He makes the pointand mix of public programs alleviate poverty that regional cooperation for the provision of 

I) 



community services could reduce costs and in-
crease accessibility. 

John Fischer, expouses an "Integrated 
Rural Development" approach for alleviating 
rural poverty in LDC's. It involves, amongother things: people orientation as the key
theme toilnning aeriengut pon a keyntheme to pla nn ing carrying ou t p roj ects onlanparca basis; sctting ob~jectives insocioeconomic 

terms; and forming an agricultural productiv-ity base. 

James Lindley attempts to apply method-
ology, defined as a body of systematized 
knowledge concerning what is, to social serv-
ices and development. He sees economic de-
velopment as a function of savings, with the 
ability to invest, rather than consume. For 
social services to contribute to development, 
it must of necessity be of an investment 
nature. lie uses birth control programs in 
LDC's as an example of social services as a 
positive investment. 

Earl Heady illustrated by the use of pro-
gramming models that it is possible to simul-
taneously analyse national, regional and inter-
regional policies and possibilities in the de-
velopment of a nation's agriculture. He con
tends that, while macro models have useful 
functions in development analyses and plan-
n ing at the national level, they provide 

limited, and sometimes misleading, detail as 
the "what." "how." "where," and "when" to 
deveop agriculture under limited and skilled 
manpower resources. As illustrations lie uses 
two models: a Thailand model, and a U. S. 
model. with documentation of reports con-
taining results for use by policy makers and 
the general public, 

Rossmiller examines the problems associ-
ated with developing an analytical capacity 
(institution building) to provide input to the 
public decision making process affecting sec-
tor development in Korea. lie uses the sys-
tens approach and simulation techniques to 
develop, test and apply computerized models 
of agricultural sector as an analytical tool for 
planning and policy formulation. The unique 
feature of Rossmiller's analytical capacity ap-
proach is that the ammassing, assimulating 
and analyzing of data are carried out within 
the "problematic logic framework," using a 

multidisciplinary approach and, in the pro
cess, developing indigenous resources. 

Richard Day presents the recrusive pro. 
gramming model as an approach to fill the 
requirements for some development policyrqieet o oedvlpetplc
 
analyses. This model fills the gap between ther n i l s o ma o e n m c d v l p e tprinciples of macroeconomic dcvelopment
and the practice of policy makers and administrators. It focuss on agriculture at the microsrt r.I o u e na rcluea h i r

level and attempts to explain economic de
velopment as a disequilibrium process. The 
methodology begins with the proposition that 
economic development involves changing 
values, adjustment out of equilibrium, and a 
counterpoint of growth and decay that causes 
improving fortunes for sonic and declining 
fortunes for others. It continues with the 
proposition that the model builder's first ob
jective is to develop an operational. mathema
tical representation of development that in
corporates essential features of the process as 
it unfolds. Finally, its applications involve 
making conditional projections, comparative 
dynamic analysis and comparative static 
analyses. 

William Serow reviews the trends in eco
nomic development in the Commonwealth of 
Virginia and assesses some of the implicationsof these trends for the future. HeIfinds con

tinuing urban expansion to be the pattern. 
Serow reviews changes in such indicators as 
education, unemployment and income as re
sponsible for the changing pattern of resi
dence. He focuses on the question of urbani
zation and on some of the potential costs and 
benefits of'this urban development. 

Batie and Smith report insights for alter
native development plans from an economic 
development planning study on a regional 
basis in Virginia's West Piedmont Planning
District. They illustrate how the planning 
district concept with imposed constraints pose 
formidable obstacles in achieving some plan
ning goals, particularly those of economic de
velopment. They usc an analysis of corn
munity resource development research to 
illustrate the inadequacies in the theories of 
economic development, and to overcome the 
obstacles using the planning district concept. 

I"i
 



INTRODUCTORY REMARKS 
BY 

HUEY J. BATTLE* 
We are indeed pleased with the kind of 

response we have received for this conference. 
In spite of the fact that this conference isheld 
during a time when many of you are 
scheduled for a vacation, you have foregone 
such plans in order to be here. Certainly, we 
are grateful for this interest and cooperation. 
Your presence reflects the importance you 
place on the subject of Regional and Inter-
national Development, particularly as eco-
nomic planning relates to development. Inas-
much as we are focusing on rural development 
problems in LDC's, particularly in Africa, as 
well as less-developed or low-income sectors 
of this country, your presence also reflects 
your commitment to resolving problems of 
concern to the people residing in these areas. 

It was April 19, 1973, that an Economic 
Development Converence was held at Virginia 
State College with the following objectives: 
(I) to increase the awareness in the State of 
Virginia of the international economic de-
velopment issues; (2) to understand the 
mission of 211(d) programs and their poten-
tials; and (3) to establish a basis for develop-
ing acloser tie among institutions with 211 (d) 
programs. I am sure that those of you who 
were present at that conference can attest to 
the fact that considerable progress has been 
made toward achieving these objectives. As we 
look at the objectives of this conference, we 
feel confident tiat they too will be met dur-
ing and following this conference. 

As you can see from the program, we 
have two full days of activities before us. A 
tbw changes need to be made but they will be 
announced as we reach that part of the pro-
gram. 

We are indeed pleased that the directors 
of 211(d) programs, or their representatives, 
from the other five schools are present; also 
directors from other schools focusing on some 
aspect of development. Iam looking forward 

to the vital information that will be imparted 
at this conference. Proceedings will be pub
lished and each of you in attendance will re
ceive a copy as soon as they are printed. 

Among persons interested in LDC's, low
income areas of the United States, and people 
who have been disadvantaged for one reason 
or another is the Interim President of Virginia 
State College, Dr. Walker H. Quarles. Dr. 
Quarles' many years of administrative ex
perience in institutions of higher education 
have equipp d him with a feel for the prob
lems and frustrations that plague those who 
have not quite achieved. Dr. Quarles came to 
Virginia State College some 23 years ago to 
join the late Robert P.Daniels, who was Presi
dent at that time, with aclear commitment to 
reorganize and establish a program that would 
speak to the needs of the disadvantaged. Dr. 
Quarles has kept that commitment. 

Although urgent matters a( Virginia State 
College prevented him from going to Ghana 
this past January when a linkage agreement 
was signed between the two institutions, Dr. 
Quarles has demonstrated in numerous ways 
his willingness to accept the development pro
gram as avital function of the school. 

President Quarles, we have present, or ex
pected to be present during this conference, 
representatives from four countries, twenty
eight states, thirty-six institutions of higher 
education, and a number of local, state and 
federal agencies. As you know, this con
ference is made possible through the support 
of the Agency for International Development, 
which iswell represented. The Advisory Board 
of the Bureau of Economic Research and De
velopment, and Cooperating Agencies are also 
represented. 

It is indeed my pleasure to present Dr. 
Walker H. Quarles, Jr., Interim President of 
Virginia State College, who will bring you 
words of welcome. 

*Director and Professor of Economics, Bureau of Economic Research and Development, Virginia State College. 



W'LtUUM "
 

BY
 

WALKER H. QUARLES, JR.* 

Good morning friends. On behalf of cultural and Economic Development. Through 

Virginia State College Community. I am cer- the effective uses of the social services within 

tainly happy to extend to you, the delegates the conmunities and through the planning 

to this conference a very warm and heart-felt techniques used to improve tie economic 
welcome. During my first period as acting Pre- plight of all sectors of Virginia and it's en

sident of Virginia State College in 1968. the virons. As you consider these most timely and 

Bureau of Economic Research and Develop- note worthy topics, you will remember, that 
ment was organized under the very capable the world itself, since 1946. has greatly 
leadership of Dr. Ilucy J. Battle and it became shrunken.
 
an important part of the college's program. 'The economic problems of Atijerica are
 
It's major objective, to focus on the low in- also the same as economic problems in Africa.
 
come sector of society and to attain ways to or the Far East, or the Near East or Europe.
 
enhance the welfare of that sector, has been Poverty wherever it is,is merely intensified by
 
of importance to the Commonwealth of ignorance; by a lack of knowledge in dealing
 
Virginia. with problems brought on by the simple idea
 

It is now gone beyond the confines of the of not having sufficient food to reed people. 

Commonwealth and those of the United or clothes to cover their bodies, or houses to 

protect them adequately from the ravages of
States. It has reached into Ghana and the city 

nature.of Kumasi. by it's close association with the 

University of Science and Technology. This And so, I hope, as I know you do. that 
conference, according to the program, will out of this conference will come major sug
concern itself with the economic development gestions which will help solve some of our 
of people wherever they may be. Your common national and international economic 
participants will discuss how the various problems. Again, let ine welcome all of you 

sectors of the population throughout the with the wish that only good can come from 
world may better themselves througi Agri- this body of great minds. 

*President, Virginia State College. 
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THE BERD'S OPERATION 
BY 

CHARLES D. WHYTE* 
I am delighted to see the excellent attend-

ance at our Regional and International 
Economic Development and Planning Con-
ference, the calibre of speakers that we are 
fortunate to have, and the number of dis-
tinguished representatives from across the 
country, from overseas and from the State of 
Virginia itself. 

Before describing the BERD'S operation, 
I would like to say a few words regarding the 
conference itself, how it was conceived and 
what we hope to achieve by it. 

We 	 established a Bi-Lateral Economic 
Linkage with the University of Science and 
Technology, Ghana, in January of this year. 
The focus of the linkage being Rural 
Economic Development, we desired to have 
the type of Conference that would give us 
greater insights into planning for development 
with emphasis on LDC's and to tie together
the BERD's objective in Economic Develop, 
ment with the objectives of our 211(d) Grant 
Program, financed by the USAID. As such the 
main objectives of this Conference emerged as 
follows: 

(1) 	to assess the current state of planning 
for economic development on both 
the regional and international levels, 

(2) 	to examine some of the more 
important practical methodologies 
and techniques on economic 
planning for both regional and 
international development, 

(3) 	to relate development problems in 
regions of the U.S.with problems in 
LDC's, particularly in Africa. 

The papers that will be presented in the 
sessions today and tomorrow will be in line 
with these objectives. The first address that 
you will hear this morning will set the stage, 

so to speak, for economic planning and de 
velopment at the regional level; and the 
second address will do likewise for economic 
planning and development at the interna 
tional level. 

With activities, both at the domestic and 
the international levels, BERD decided that a 
conference of this nature, as set forth in your 
program, would bring us up to date on the 
issues and problems in Economic Develop
ment and on the techniques and 
methodologies used in resolving these pro
blems. Our Ghanaian colleagues and us at Vir
ginia State College hope to gain greater in
sights into the problems and how to resolve 
them. 

For 	our general audience, we hope the 
conference will provide an appreciation for 
economic development both domestically and 
internationally; and for our professional
colleagues, we hope it will provide an opport
unity for meaningful professional discourses. 

The Bureau of Economic Research and 
Development, by comparison with research 
organizations found at our major universities 
and elsewhere, is quite small and only in its 
sixth year of operation, but, never-the-less, 
quite ambitious. It was formed in 1969 
through funds from United State Department
of Health, Education and Welfare. In 1970 
BERD received a Manpower Grant from the 
U. S. Department of Labor and support, on a 
continuous basis, from the State of Virginia. 
In 1972 it received a USAID 211(d) Grant to 
develop institutional and research capabilities 
aimed at providing training and services in In
ternational Development. 

It is multi-disciplinary in nature, 
encompassing the disciplines of: Economics, 
Agricultural Economics, Sociology, 

*Assistant Director and Professor of Economics, Bureau of Economic Research and Development, Virginia State 
College. 
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Psychology, Business Administration Educa-
tion and other disciplines as well. Beginning 
last academic year, BERD had a professional 
staff of ten, including Research Associates, 
Research Assistants, the Director and, myself, 
the Assistant Director. In addition we had 
about three part-time staff and f ve support 
staff. 

The Bureau has an Advisory Board of 
twelve people who are not without influence 
in assisting with the implementation of our 
research findings; and who have demonstrated 
a keen interest in the solution of problems 
with which BERD is concerned. It also has 
cooperating agencies made up of Local and 
State Government and Academic Institutions. 

The research of BERD is conducted in a 
seventeen county area of South Central Vir-
ginia, considered as our Laboratory Area. Our 
research projects to date have been concen-
trated mainly in the areas of Manpower, 
Management, Marketing and Production. 
There is, however, a fifth area in which 
BERD hopes to expand its activities with 
time-this being the area of Urban and Eco-
logical Studies. BERD publishes a monograph 
series of its research findings, some of which 
are available at the information desk in the 
lobby, 

The main focus of our current research 
has been to come to grips with the problems 
in our laboratory area. At the present time, 
we are engaged in conducting an overview 
study of the area, broken down into five 
categories: 

Agricultural Production 
Human Resources 
Natural Resources and Government 
Industrial Activities and Services, and 
Marketing Structure and Activities. 

In the Management area of our research, 
we are concerned with small business activi-
ties, small farmers and small businessmen. One 
project which is in the completion stage is the 
cataloguing of all available services. This, from 
a practical standpoint, serves as an informa-
tion guidebook for small businesses. Also in 
the management area, since South Central 
Virginia is a peanut-tobacco producing area, 
with uncertainties in the Government Support 
Programs for these crops, we have a project 
designed to determine the optimum produc- 
tion mix for small farmers to maintain or in-
crease their levels of income changes, should 

they be faced with a discontinuation of the 
government programs. We are also conducting 
a study on the role of lending institutions to 
small business. 

In the area of Manpower, we have looked 
at Rural-Urban Labor Mobility, and Women 
Heads of Household in the Labor Market. 
These studies, and particularly studies that 
will be conducted after having identified prob
lems from our overview projects, will be 
carried out with a view of telescoping method
ologies to LDC's and in particular, to Ghana 
where we have our overseas operation in the 
making. 

Tomorrow afternoon we are having a 
session on the VSC-UST Link Program in 

which we will discuss planned research activi
ties. To mention briefly about our Bi-Lateral 
Linkage with The University of Science and 
Technology at Kumasi, Ghana. There are 
three aspects to it: 

(1) 	exchange of staff 
(2) 	 exchange of students 
(3) 	 exchange of research methodologies 

and findings 

The other activities of BERD Staff in
clude: conferences such as this one, seminars, 
workshops and short courses in Economic 
Development. The BERD Staff teaches in the 
areas of Economics, Agricultural Economics 
and Sociology; and directs graduate theses at 
the masters level in Economics. 

I hope that this brief description of the 
BERD's operation will give those of you who 
are not familiar with it some idea of its scope 
and mission. Our major objectives are to: 

(I) 	 maintain and enhance our posture as 
the top research center in predomi
nantly Black Institutions in the 
United States; 

(2) 	 develop institutional and research 
capabilities and lend our skills to the 
various communities we serve, both 
internationally and nationally; 

(3) 	 develop a center of information con
cerning Economic, Social, and Com
munity Development for South 
Central Virginia, the State of Vir
ginia, and both local and national 
Governmental Agencies; and 

(4) 	develop capabilities for implementing 
our research finding both nationally 
and internationally. 
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REGIONAL ECONOMIC DEVELOPMENT PLANNING 
BY 

BENJAMIN HIGGINS* 

I'm sure everyone here knows that the theory, which says: if you have a region which 
"first development decade", as it has now is seriously retarded, it must lack a develop
come to be called, was a success in terms of ment pole. This was the essential idea of 
average rates of overall growth in National in- Fancois Perroux, who observed that in the 
come for developing countries as a group; and past development has not taken place at the 
a dismal failure in terms of almost everthing same rate everywhere but, on the contrary,
else. Unemployment increased, the number of has tended to be concentrated in certain 
illiterate people increased, the number of centers, particularly in urban centers and, 
mal-nourished and under-nourished people in- above all, in large urban centers. He attributed 
creased, health goals were not achieved and this concentration to the presence in urban 
inequalities in incomes, wealth and welfare in- centers of "propulsive industries": dynamic, 
creased substantially. This experience has led technologically advanced, innovating in
to a considerable disillusionment with what dustries whose own growth was based on the 
might be called "traditional" approaches to capacity to innovate, rather than being a 
development planning. By "tradition", in this reaction to something which occured else
context, I mean the 15 year old tradition that where in the economy. It was these propulsive 
began around 1960. industries, in the development poles, which 

There is a tendency now to disaggregate, generated the spread effects that brought 
rather than planning in terms of growth of wide-spread development: increases in income 
National Income alone, and counting on and employment, and hopefully improve
growth to produce widespread and general im- ments in welfare, in some larger region. For 
provements in welfare. The two main ways in lack of anything better, economists have 
which one can disaggregate are: (I) by sectors seized on the concept of development poles or 
and, (2) in space. These often turn out to be growth centers, and today there is a large 
much the same, because of tile very large de- number of developing countries where 
gree of over-lap between sectors and regions in national development plans are being prepared 
the under-developed countries. There has been by starting from the urban structure, planning 
a great spurt of interest in planning for re- a system of development poles, growth 
"gional development, not as something apart centers, etc., in order to produce a certain 
from, but as an integral aspect of, national pattern of regional development which will in 
development planning. Virtually every de- turn add up to a satisfactory pattern of 
veloping country which is sharply region- national economic development. 
alized, and even some countries which are not, Let me say at the outset that I'm now 
are switching towards a regionalized pattern convinced that development poles in the 
of preparation of national development plans. classic, early Perroux sense, seldom exist. If 

Now, the simple truth is that we do not we mean by development pole an urban 
know much about regional planning, except in center luring or pushing sonic industrial and 
a physical sense, or in terms of development service activities into the city, and thus 
of particular industries, agricultural enter- guaranteeing increases in income and employ
prises, or mining, where there are resources to ment in the peripheral region, then develop
develop. The one thing we have in the way of ment poles are a rare phenomenon. I am mov
theory is the development pole/growth center ing toward a sort of "stage theory", with re

*V/Ice Dean for Research, University of Ottawa, Ontario, Canada. 
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gard to development poles. Obviously, if 80 
percent of the population is in agriculture and 
there is a market town in an agricultural re-
gion, there will be something like the classical 
or Christaller "central place", in which the 
urban center provides services and markets to 
the peripheral agricultural region which 
generates growth in the city, rather than the 
other way around. Then, in the course of 
economic development anywhere, there is 
structural change; and the relative role of 
agriculture in terms of employment shrinks, 
and the role of industries and services grows, 
thus bringing about urbanization. A point is 
reached sooner or later where the majority of 
the population lives in urban centers. If at 
that stage industry is formed which is based 
on exploitation of natural resources inthe 
peripheral region, then the pure development 
pole theory works. That is to say, if there is a 
steel industry in the city of Estonia and the 
steel industry expands, exployment in the 
iron mines and the coal mines in the 
peripheral region will increase. If there is a 
pulp and paper town in the middle of the 
forest, and the pulp and paper plant expands 
the city will grow, income and employment 

will be generated in the forests of the 
peripheral region. It was this kind of 

experience which led to Francois Perroux's 
concept of the development pole, but it is a 
concept which belongs to a particular phase of 
economic history, a phase which was just end-

ing in Europe when Perroux first presented his 

growth pole concept in 1950. It is not a 
theory that can be generalized for all times 

and places. 

In the advanced countries, the propulsive
industries are typically scientifically oriented, 

technologically advanced, and innovating. The 

ideal type is the multi- national, multi-product 

firm, selling brains essentially, capable of niov-
to product and 

ing quickly from product 

country to country with great skill. 
Obviously, with that kind of propulsive in-
dustry gathered in the development poles, 
there is virtually no relationship what-so-ever 
between the expansion of industrial activities 
in the city and income and employment in the 
peripheral region. Here Perroux's concept of 
"economic space" becomes more relevant, 

Perroux himself, particularly in his more re
cent writings, has stressed the fact that the 
economic ties of large metropolitan centers 
like Toky, London, Paris or New York are 
world wide in scope. 

East Ontario is a stagnant, although not 
poor, region where the Ontarian government 
would like to move a lot of people. In a study 
of this region I was much surprised to find, 
first of all, that there were no economic ties 
among the small cities of the region. 
Secondly, and more striking, there were 
virtually no ties between the small industrial 
towns of the region and Ottawa, the capital 
city, which geographically should be the de
velopment pole for the region. Furthermore, 
there were only limited ties with the two met
ropolitan centers of Toronto and Montreal, 
which are Canada's major cities. These small 
cities of five, six, or ten thousand people, 
some with quite sophisticated enterprises, are 
buying equipment and raw materias all over 
the world and selling final products all over 
the world. 

What use is it to say to the Malaysian 
government, for example, "Your true develop

ment pole is not Kuala Lumpus, (the capital 
city) but Tokyo, Bangkok, Sydney, London, 
Paris, or New York? Is the Malaysian govern
iment then going to put into it's budget large 

sums to invest in Tokyo, Bangkok, Sydney or 
London, in order to assure spread-effects in 

Malaysia Obviously not! When people talk 

about development poles or growth centers in 
a policy context, they are usually thinking of 

luring or pushing industries into some urban 
center, in order to have an impact in the same 
region as that where the city is located. That
rarely happens. When it does, it happens only 
because the industries in the towns are buying 

raw materials or foodstuffs from the primary 
sector of the same region. 

All this does not mean we have to give up 
the growth pole concept altogether, but it 
does mean that the job of promoting growth 
in retarded regions is more difficult than it 
seemed at first blush. I have been involved in 
Malaysia in two slightly different ways. The 
first mission was a large regional development 
project, about $4 million for a plan, the 
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execution of which will cost close to one 
billion dollars. This was an empty region, 
with about 60 thousand people, into which 
the Malaysian government wanted to move up 
to one million. people (we recommended, 
finally immigration of 600,00 people). The 
region consisted of jungle which could be 
cleared, the tropical hard wood sold or pro-
cessed, and something else planted instead. We 
had some guidance, of course, from the 
Malaysian government, in terms of policy 

statements, the New Economic Policy, the 
Second Plan, etc. The team interpreted the 
government objectives to mean that the 
government was interested in increasing em-
ployment and in raising per capita income; in 
protecting and improving the physical en-
vironment; and in improving the "quality of 
life", or the socio-cultural environment.ln 
particular, the government was interested in 
reducing the economic and social gaps 
between Malays and non-Malays. 

In Malaysia the Malay majority of 
population is relatively concentrated in 
agriculture; the minority-Chinese population 
is in the cities running the industries, banks 
and big commercial enterprises. This situation 
causes a great deal of friction. The govern-
ment wants to reduce the economic and social 
gaps between Malays and non- Malays. This 
objective can be attained by reducing regional 
gaps, since the Malays are concentrated in 
certain agricultural states, and the Chinese are 
concentrated in the wealthier states, and 
particularly in the larger cities of the wealthier 
states. We expected that most of the 
immigrants into the region would be Malays. 
Therefore we insisted that it was useless, given 
the government's policy, to pursue a pattern 
of development which would guarantee, in 

effect, that the immigrants into the region 

would continue to be relatively poor. We 

argued that the pattern of development 

should from the beginning promise a level of 

per capita income equal to the national 

average, and provide for increases in family 
income at the same rate as the growth of 

for the entire nationalnational income, 
economy. 

As it turned out, the objectives which did 
most to shape the plan were these: (1)the 

insistence that people moving into the region 
should have a quality of life not inferior to 
the Malaysian average; and (2) that their in
comes should start close to the national 
average and rise with the national average. 
These led to a revolution in the approach to 
regional development projects in Malaysia. 
Before that time the government had been 
moving people into villages of about 2,000 
people, with virtually nothing in the way of 
health services, schools, or recreational facili

ties. Technically the new settlements were 
efficient. They were getting the same yields 
on their rubber, oil palm, and other crops as 
on the best of the private plantations, but the 
quality of life was miserable, and the popula
tion was trapped in a rural environment which 
in many ways was less attractive than the life 
of the villages from which the people came. 

We persuaded the government that all the 
settlers of the region should live in cities of 
not less than 5,000 people, and preferably of 
10,000 or 20,000 and up to a 100,000 people. 
Fortunately, we were able to prove that it was 
cheaper that way. Without increasing average 
commuting time between home and work, by 
providing free public transportation of some 
sort, (or even giving each worker a private 
motor scooter) we could save more money in 
the provision of health services, schools, re
creational facilities, etc. than the transport 
would cost. We also persuaded the govern
ment that the size of land holding per family 
should be doubled, so as to guarantee s satis
factory level of living. All this led to a highly 
urbanized pattern of settlement. The govern
ment now has adopted this approach, not 
only for our region, but for all of the regional 

development programs in Malaysia. 

Thus it was a pair of "non-economic" 

objectives, which would not have been re

garded as respectable economic objectives 10 

to 15 years ago, which really shaped the plan: 

the desire to reduce economic and social gaps 

between one sector of the population and 

another, and the desire to provide a "quality 

of life" which could be regarded as sais

factory.
 

This experience led also to a change in 
the whole approach to national development 
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planning In Malaysia, which was the concern 
of my second mission. The Third Plan was 
formulated in large measure in terms of tie 
urban structure. The government wants to 
contain the growth of the capital city. They 
are aiming at a level of industrial employment 
and employment in the Kuala Lumpur-Port 
Klang area about 25 percent below what they 
think would occur in a free market. Penang, 
the second city, is doing well; it does not need 
incentives. Johore, despite the advantages of 
being just across from Singapore, at the 
Southern end of all transportation routes, 
with a deep water port, is nonetheless rather 
stagnant; it may need mild incentives. Then, 
on the retarded East Coast, with its heavy 
concentration of purely Malay population, 
some kind of incentives scheme is neededdusriaewtoi l re act vites. he ityO 
to lure new industrial activities. The cityth
of Kuantan inbecoming particular shows signs ofa true growth center. Kuantan 

citbisn a e ofwouth75, epeis now uta city of about 75,000 people, but 
it could easily quadruple in size in 20 years,
given the current rates of growth. But even 
such growth will not solve the problems 
of the two really poor states of Kalantan 
and Trengganu further North. There is little 
reason to expect generation of spread effects 
from Kuantan throughout the whole North-
eastern region. Industrial growth of Kuantan 
will no doubt attract some people from th. 
poorer agricultural area into industrial jobs.
That will help, by reducing population pres-
sure in agriculture, rather than through a 
process of generating income and employ-
ment from the city to the region. Perhaps 
some of the industries will be of a kind 
which will process raw materials produced 
nearby, but these are more likely to benefitthe newly settled development areas to the 
south than the retarded states to the north. 

In Haiti the Canadian aid agency (CIDA) 
was given it's choice of six regions for an in-
tegrated development program. Haiti is 
roughly crescent shaped; the region chosen 
begins 50 miles West of the capital city,
Port-au-Prince, and runs about 100 miles 
along the coast and some 50 miles inland. It is 
a region with no surfaced roads, no roads of 
any kind which are passable at all times of the 
year. No city has electricity 24 hours a day 
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except Miragoane, where the Reynolds Mining 
Company is providing electricity to the town. 
The hospital in the little regional capital of 
Petit Goave, which is supposed to serve 
600,000 people, has one doctor, two pro
fessional nurses and four or five paramedical 
personnel. The nutritional shortfall is some
thing like 50%; virtually the whole population 
is mal-nourished or under-nourished. Infant 
mortality rates are 30 percent. People are 
equally poor in Mauritania or Bangladesh, but 
at least in those countries there is some kind 
of infra-structure; there are roads, railroads, 
airports, etc.; in Haiti, it is not a great
exaggeration to say there is nothing. There is 
hardly even a government in the normal sense 
of the term. 

ur project in Haiti is unique (in my 

te r in e d n lyin repen ga phae 
team is involved not only in preparing a plan 
but also in executing the plan. A planner doesntotnhv h hnet tyaon nnot often have the chance to stay around and 

see projects actually carried out. Moreover, 
because CIDA (unlike AID) is eager to spend
it's everexpanding budget, we are being 
pushed really hard to empty the cash box 
before the fiscal year is over. Consequently we 
are starting to execute projects before the 
planning is done, or before the studies are 
complete. Accordingly we seek to minimize 
risk". Minimiinng risk in this sense means 
choosing projects for each quarterly batch 
which could not be proved ill-chosen by any. 
thing new we might learn later on. That is not 
quite so, as hard as it may sound, in a country 
like Haiti, where everything needs to be done. 

We have less guidance from the central 
We ha is normal omthe c e ntrawgovernment than is normally thle case. How

ever, there are some guidelines. The Haitiangovernment wants to restrict the growth of
the capital city, and with justice, because 
Port-au-Prince has no space, and severe short
ages of water, electricity, sanitation, housing, 
schools and hospitals. It is simple incapable of 
handling the influx of rural population that 
has taken place in recent years. One of our 
objectives therefore is to hold most of the 
natural population growth in our own region, 
if possible outside of agriculture. Most 
families have less than one carreau (2.3 acrea) 



about the same as in Java; but Haiti is not 
Java, with its volcanically renewed soil and 
well regulated rainfall. (Allah does a better job
for Java than God does for Haiti in that res-
pect). In Haiti 2.3 acreas per family is very 
little. For the evaluation of projects, havewe 
set up a "welfare" or "objective function" 
with improvements in nutrition as the number 
one objective, followed by public health and 
education in the broadest sense of the term 
(including adult literacy, since some 90 
percent of the population is illiterate); family 
income, in the sense of value of production 
per family; the physical environment (erosion 
is a seriods problem and arable land is being
reduced each year); and once again "quality
of life", which is a bit harder to quantify in 
the Haitian case than in the Malaysian case. 

For the first two years of tilefour year 
program we are recommending projects which 
will contribute to nutrition, health', education, 
and family income. In the second phase we 
will concentrate more on projects which will 
raise family output directly. It is much easier 
to provide aid in form of health services or 
"food for work" programs, than it is to bring
direct increases in output, either by raising 
agriculture yields or by providing industrial 

and service jobs. Our objective is to bring an 

immediate improvement in welfare, 

particularly in the form of nutrituion, health 

and education. And 
 by the end of the first 

phase, four or five years front now we hope to 

have raised the value of output per family to 

the level of disposable income per family, of 

which Canadian transfer payments will be a 

substantial part during the early years. 


These two little tales from my own ex-
perience, should indicate to you how far 
planning practice has moved from the plan-
ning of the textbooks of 10 years ago.
Even in the 2nd edition of my own book on 
Economic Development, you will find that 
planning is still discussed in terms of setting 
up targets for growth of national income, cal-
culating capital: output ratios to estimate the 
investment requirement, and dividing up the 
investment requirements among sectors on a 
basis of an input; output analysis estimating 
the "two gaps", etc. You will notice that the 
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process of planning which I described in 
Malaysia and Haiti has virtually nothing to do 
with all that. 

Among the other things I have been in
volved in lately is the so-called Unified 
Approach Team of the United Nations. That 
term really means an integrated approach, and 
is called for in a United Nation's General 
Assembly Resolution. The research was en
trusted to UNRISD, the United Nation's Re
search Institute for Social Development. The 
general idea is simple enough: if we want to 
improve "welfare," defined however a 
particular society wishes to define it (but 
certainly including some minimal improve
ments in health and education, some re
ductions in inequality of income, of which re
duction of regional disparities may be a part) 

then it is necessary to plan directly and 
simultaneously for the whole set of objectives. 
More important, it is necessary to take into 
account all the interactions among them. Ina
proved nutrition increases the yield on invest
mients in education; it increases the yield on 
investments in public health; improved public
health increases the yield on education as 
well. In a region like ours in Haiti, the systems 
of roads that we are planning will not raise 
output very much, but it will raise health and 
education. Everything depends on everything 
else. We are confronted with a feed-back 
system, and a rather difficult one at that. 
Planning must be undertaken in terms of this 
feed-back system, if it is to be effective. 

So far as urban and regional planning is 
concerned, the main conclusion is much the
 
same. The growth centre/development pole
 
concept still belongs 
to an -ra of free market 
economy. If we find a ret,rded region, well,
 
we should 
 try to create a growth center, 
which means simply putting some industries 
in the city and then letting the market do the 
rest. Even Francois Perroux himself no longer 
believes that this simple approach will work. 
He now speaks of the danger of creating
conglomerations of activities which may make 
things worst in the rest of the country rather 
than better-the development of poles rather 
than creation of development poles. We must 
plan in terms of the whole system, building 
not only generators but also transmission lines 



and powerful reactors. This is easily said in 
terms of such an electrical anaiogy, but not so 
easily done in terms of the actual design of 
urban and regional development projects. 
Essentially it means planning in terms of 

INTERNATIONAL ECONOMIC 

systems of cities and trying to create linkages 
among them where they do not exist, filling in 
gaps in the system, rather than having a naive 
trust in the capability of "growth ceters" as 
such to solve problems of larger regions. 

DEVELOPMENT PLANNING 
BY 

ROGER D. NORTON* 
International development planning is 

something very hard to define in actuality. I 
suspect there are at least two constructive 
ways to look at it: one is the set of 
approaches to development planning as 
practiced in international institutions; and the 
other might be the system of national-level 
building blocks which, while they are not 
linked together, certainly are the component 
parts of the coherent and international effort 
to plan, direct or assist in furthering develop-
ment. 

It just happens that recently I have been 
making a casual survey of a number of inter-
national institutions, in terms of their 
attitudes to and techniques of development 
planning, particularly in the fields of 
agriculture and economy-wide planning. There 
is a rather surprising amount of commonality 
in the approaches. to be specific, I am speak-
ing informally of sonic of the work in the 
World Bank, the ILO (International Labor 
Office, in Geneva), the U.N. Food and 
Agriculture Organization in Rome, and tne 
Economic Commission for Europe and I think 
I can even speak to some extent for USAID, 
although I am sure I will be corrected when 
the questions and comments come from this 
audience. 

There is a commonality both in attitudes 
to and techniques of planning, and in both 
cases a significant evolution has taken place in 
the last five years, even in the last two or 
three years. Policy planning as it is practiced 
now, or attempted to be practiced, is really 
quite different than it was in the 1960's. And 

since the evolution is so rapid at this moment, 
it is hard to see where we are going; five years 
from now it may be different yet. So what I 
am going to try to do is to give you, in a 
totally informal manner, an up-to-date 
summary of developments as one person has 
seen them in a variety of places. 

Historically, development planning 
methods have arisen out of a combination of 
research and experience. And when they have 
been useful, of course, it's been attributed to 
experience, to the practical wisdom of people
who use planning techniques. This is by and 
large appropriate. I think we have to be quite 
frank that economists cannot speak terribly 
confidently yet about the practical fruits of 
their development research. Certainly not as 
confidently as the people involved, for 
example, in technical agronomic research 
where a number of very promising and, in 
fact, very beneficial break-throughs have 
taken place toward alleviating world hunger. 
Humility is rather important in the appli
cation of technical tools to urgent practical 
problems. This is especially so when one gets 
involved in complicated planning models 
which tend to take on a certain sanctity of 
their own. The formal contribution to plan

ning of research-based methodologies has 
really been not so much a direct guide to 
setting policies but more an educational 
contribution. It has been a reminder to policy 
makers and anyone involved in international 
development to think of things in a consistent 
framework and to try to take into account all 
competing effects and all complementary 

*Chief of Development Planning Division, Development Research Center, International Bank for Reconstruction 
and Development. Washington, D.C. 
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effects. These are, of course, somewhat trite 
statements but unless there is a formal frame-
work as a continuous reminder to look at 
consistency aspects of the problem in front of 
you, and in particular to point out which 
aspects are the most important, sometimes 
they are overlooked. So there has indeed been 
a net contribution of formal planning 
techniques, but on the whole a rather indirect 
one. 

As I mentioned earlier, planning 
techniques are themselves in a state of evolu-
tion, and there is a trend toward bringing 
them to bear on more specilic issues. In fact. 
the pendulum has swung almost itohe micro 
extreme, in terms of' using formal analysis to 
provide tire policy maker with specific 
quantitative assessments of a large number of 
concrete options. As a profession. we're mov-
ing from a stage of indirect, pedagogical use of 
models to considerably more direct uses. 0f 
course, that's a stage which is frought with 
danger. So let me sotmmarie what appear to 
be some current attitudes about the ways ini 
which planning techniques can be best 
utilized, 

One area where a consensus conies 
through quite clearly -and I would welcone 
disagreetment on this point--is that sector 
planning has been far n0lore usefuI than 
economy-wide development planning per se. 
seen iii terns of an attempt to make a 'ornal 
planning prograin which f'rrthe rs inational de-
velopinei goals. Now, why isthis? There iiay 
be a iinum11ber of'reasons why this has proven to 
be tie case. For tie data being analyzed are 
much more specific at the sector-level. One is 
dealing with yields per hectare and amount of 
irrigation per hectare and things like that. in-
stead of parameters like elasticities of 
capital-labor substitution. And when the data 
are that specific, it's luch easier It) 
incorporate judgment. If' you don't really 
know what the corn yield per hectare is in a 
certain region of' rural Mexico. you can go 
find out, or you can ask an agrontomist. But if 
you don't know what the elasticity of capital-
labor substitution is, it's very hard to find 
someone to ask. 

Another appeal of sector planning isthat 
there isgreater specificity of policies, not only 
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of data. For example, the policy instruments 
may be particularly input prices and output 
prices: prices of electricity, prices of oil, the 
prices of fertilizer. In other cases they may be 
exact allocations of factors: allocations of 
water by crop in some cases, allocations of 
cement capacity in others, and so on. Again. 
on the national level it's very hard to put your 
finger on such specific instruments. Of course. 
there's the hallowed triad of the exchange 
rate, the interest rate. and the wage rate. But 
how may governments actually set the wage 
rate'! Ihw many governments wish to move 
the exchange rate? Or when they do, it's not 
likely to be on the advice of planners but 
rather in response to an exchange crisis. 

Effectively this means that in the plan
ning process at the sector level there isbetter 
interaction with the specialists: the 
agronomists. the engineers, and other kinds of 
field workers. There's also belter interaction 
viti tile policy miaker because tie planner is 
talking about things that have direct meaning 
to hini. Thus it's not surprising that in the last 
few years. we've seen Imuch more eiplhasis on 
sector-level policy planning methods. Alnd. as 
you've probably guessed from these remarks. I 
think agriculture is an area where sector 
planning can be quite useIII. perhaps more so 
than in other sectors. This is trie for a 
number of' reasons. Certainly. agriculture is 
the sector that typifies both the probleiis and 
tie prospects for developnient. Second. there 
usually is an extensive array of policy 
instru ments available for influencing agricul
[Lire. in miost cases far toO many, because they 
tend to be conpeting and conflicting. 

To look at it a different way. in agri
culture there's a greater "policy separation" 
between the investment proiect decision and 
measures addressed to tie sector as a whole. 
In the steel industry indeveloping countries, 
the "sector plan" often is really a project 
planning problem for one or two large-scale 
projects. The sane miay be said of' fertilizer 
and chemicals in many cases. In agriculture, 
there are typically thousands of* small-scale 
investments occurring every year. But there's 
also a whole set of other complex problems 

superimposed on the investment decisions, 
including, of course, the overall investnent 



budget and its financing but also including the 
setting of prices for food crops, import tariffs, 
the price of fertilizer, the interest rate on 
short-term credit, etc. In effect, for decision 
analysis in agriculture there is a distinct layer 
between the project level and tilenational 
level, in terms of both the problems and the 
instruments available to address them. 

Now let's look at national (or 
economy-wide) planning for a moment. We've 
mentioned the lack of specificity and the 
difficulties of coming to grips with specific 
policy instruments A partial answer to these 
criticisms which is being evolved in sonic insti-
tutions is to in fact make nacro planning 
models much more specific to put micro data 
into them-to put engineering data directly 
into macro models. In other words, a model 
doesn't have to be based entirely upon econo-
metric estimates of parameter values. It can 
include engineering data, agronomic data, and 
so on. ro make it a macro model, it has to 
come out with macro conclusions. It has to 
tell us something about the trade-off between 
employment and foreign exchange earnings at 
the margin. But it can be based on rather 
more specific inputs. And therefore, it can be 
directly checked on the input side; and it's 
much easier to put identifiable policy instru-
ments in models if this kind of specificity is 
built in the structure. 


Another evolution in macro planning 

techniques is to be much more concerned 
about what I would call policy instrument 
feasibility or policy feasibility. And of course, 
this is another reflection of the pragmatic con-
cern for implementation of plans. In the late 
1950's and 1960's it was fashionable in 
academic circles to make optimizing models 
of development which would, of course, 
derive optimal development programs by 
definition, and which also might imply some 
very strange policies if they were to be 
achieved at all. It might imply things like 
quadrupling the tax rate if anybody looked 
carefully at the program or change in a foreign 
exchange rate by a factor or two or three. 
Things like this simply didn't enter the model 
explicitly but might be implied or necessary in 
order to fulfill the program, to put it into 
practice. I think it's becoming much less 
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fashionable to make this kind of model and 
people are much more concerned with putting 
the instruments in the model to begin with, 
and to say that we have limitations on the 
amount that we can change them. This 
characteristic has appeared in recent models 
for Europe as well as for developing countries. 
So we may yet come to a phase when the 
typical Minister of Finance will find a macro 
model a little more useful than lie has in the 
past, but for the moment I think the balance 
is clearly in favor of sector models. 

Let us talk for a moment about the ways 
in which models are used. Fruitful application 
of models frequently involves some degree of 
research; the two go hand-in-hand. There 
never is a definitive answer or a definitive 
solution. There is the exploration of many 
ideas, the exploration of many different 
numerical values for parameters that we do 
not know exactly. This is absolutely essential 
if the model is to be at all helpful to the 
policy maker. 

Some economists speak of "data alterna
tives" and "policy alternatives", we like to 
run the model under different assumptions 
about what the numbers might be. simply 
because we do not know them with much 
certainty; and we like to run the model under 
different assumptions as to what policies 
might be (or limitations on policies might be), 
to try to find out the likely implications for 
the variables of ultimate concern, such as 
employment and income distribution. We find 
ourselves in a situation of having very 
imperfect data, and that will always be the 
case, I would venture to say. Therefore. the 
purpose of the model is not to give us exact 
answers, but to derive some of the logic 
inherent in the data. It is necessary to do the 
best we can with the existing data set, because 
the policy maker has to anyway. With or with
out a model he has to make his judgments 
about what might happen if his policies were 
implemented. The model is constructed to 
assist him in that process; and the best way we 
can improve the data is simply to run the 
model under different values and to find out 
how important it would be if those numbers 
were different. It may turn out that some 
numbers are not terribly important in terms 



of the macro-economic results, even if they 
are wrong by twenty or thirty percent. On the 
other hand, we may find that some 
parameters have a markedly different impact 
if they vary by as little as five percent. In tile 
second phase the data improvement efforts 
are directed at those critical numbers. 

Just to cite a small personal example. I 
wvas involved in a study in Mexico where we 
thought we had pretty good data on irri-
gation. "The model contained watering coeffi-
cients. by rop, by month, by region, and by 
localities. i' the preliminary solutions, it 
turned out that there was a total lack of con-

t ecitherthe watering coefficients. assistency: eiitheruthte watdrisgoefteci'n 

reported by the engineers, were wrong, or tile 
of water available wasestinated amount 

wrong. This result et in motion a process tf 
three or four moths" work in which tile 
engineers went back to the fields and checked 
out their nmbers and. in fact. pulblished a 

new set of data on watering practices in 
Mexico. That is a common experience with 
models, if only a minor one. The Mexican 

Ministry of Water Resources happens to be a 
good organi/ation in terms of' technical staff'. 
so it is not a problem that ispeculiarly theirs, 
But this illustrates the value of the nliodel's 
consistency requirements. 

The nodel makes it necessary to ask 
these questions. so it can be used as a giant 
adding machine. You call get monthly 
employment figures out of it. if you have 
monthly farm budgets to go into it. even 
though there are not any published monthly 
employment figures for tile sect or. It is pos. 
sible to learn a fair amount about the sector 
by using the model as a giant adding machine. 

Again in Mexico the m odel served a tiseflil 
roleoiimaker
orlecof prdimati. rae twerehorerly ok 
our sector data. however iwpertect they were 
at any poinit in tinue. 

Here is another example ol usinga model 
without solving it. It concerns the mlan in the 
Mexican Ministry of tile Presidency who had 
sponsored most of this work. Oi short notice 
lie had a meeting with tile President on an 
agricultural crisis in North Western Mexico. 
about how much acreage to switch between 
soybeans and competing crops to reduce 

ballooning imports. He said: "Look, I have to 
go there this afternoon and there isn't time to 
make a special solution of the model, so just 
give me your numbers about growing 
soybeans and growing wheat in these North 
Western areas, showing the amounts of 
employment per hectare, fertilizer per ton of 

output, etc." He took those to the President 
with a slide rule and on the spot he was able 
to make statements ahout the net employ
ment effects and the net additional cost in 
terms of hank credit and oilier inputs ot 
switching 100.000 hectares or soybeans to 
wheat. If lie had been terribly familiar with 
farm budgets studies, he could have done thats.ehutass 

natiout ple hels not.o t mode 

sumiarized these farni budget studies for him 
and gave hin a ready tool, a read), set of 
consistent data that lie could Lise in a very ad 
hoc manner. So when we talk abotl uses of 
models. I think we have it) first talk aht 
these Simple. trivial but important consistency 
ises. 

The last point is that to make a model 
mwe useful. through repeated solutions it is 
mandatory It) have an adequate electronic 
colputing system. And that. I realize, rules 
out planning niodels in some circumstances 
but they probably should be ruled out in 
those circumstances. To make tile model use
ful, it is necessary to organize and process 
fairly large amounts of data. and getting 
mieaningful results requires naking many 
solutions. The user cannot be deluded by aiy 
one solution: ytou have to keep testing it. So 
the model is really a numerical system 
enubedded in a computer in one sense. 
alhouth it is a tool mor iteracltg witI t le 

policy g ei i ato lhfr sn Ter e is eally 
in another sense. There isreally

no0 shtort-cut io this; there is no substitute for 
what we could call an adequate soft-ware 
system. 

We hmve found increasingly that tile 
computer itself. the hardware, is not the 
bottleneck, but the problems lie in systenms 
for using the computer antd in writing 
programs that are intelligible to those who are 
not computer specialists. Now, I am not a 
computer specialist myself and I tend to get 
lost in the data and I make all sorts of errors 
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when setting up the model by hand. I have 
found it essential to work with skilled 
computer analysts who can define the model 
inputs in terms that I understand as an 
economist. They also assist my understanding 
of the model structure, and they define the 
model output as I or a policy maker would 
understand it, in terms of policies and impact 
variables such as employment. I do not want 
to have to worry about the process of 
obtaining a solution if I am interested in 
economic policies. Therefore, model work is 
team work among individuals of different 
skills. A model is a system in many senses. 

Let me move on to economic techniques 
of constructing planning models for a few 
moments. First, it should be understood that 
models are warranted only in those instances 
where the interacting real-world effects are 
too many and too complex to handle with 
simple calculations or intuition. In Mexico, 
for example, the corn price support level 
always is a terribly important issue. And the 
policy makers want to know by how much 
they might have to increase the price to get a 
given additional amount of corn. That is one 
type of question. They also want to know 
what happens to total employment when 
other crops are declining in production to 
allow for the additional corn. Would they be 
export crops? What would happen to not only 
wheat and soybeans, which can compete 
directly with corn, but what would happen to 
sugar cane, etc? Put in those terms, the 
problem becomes a little too complicated for 
the back of an envelope. One of the few cases 
where I saw a model being directly useful was 
the case in Mexico where we were able to give 
rough estimates at least some of those 
trade-offs. 

This kind of result can be obtained from 
a model which is basically constructed with 
micro-data. Farm budget studies and 
engineering data are fed directly into these 
models. The models are also to reflect basic 
economic principles of supply and demand. 
What is produced has to be marketed even if it 
is for home consumption. So in imposing our 
consistency requirements, we go back to 
supply and demand and we equate them 
relentlessly. 

For every product, for every input, for 
every factor, we ask what is suppl and what 
is demand. Now supply may be characterized 
by a complicated production function which 
describes how corn is grown. On the other 
hand it may be given by a few data from crop. 
ping calendars from sample farms. The current 
viewpoint is that we do not particularly care 
how production is described: we are willing to 
accept agronomists' judgments, and we are 
willing to accept an econometrician's produc
tion functions. We are not bound by any 
mathematical technique. We can accept any 
description of supply behavior as long as it 
makes sense. The same thing goes for demand. 
What are the components of demand? 
Regional demands? National demands? What 
is home consumption demand? What is inter
national export demand? Let us put them all 
in the model because they have to be there to 
be consistent, to enable the model to contain 
an overall accounting framework. 

There are three key concepts; supply, 
demand and equilibrium. What kind of 
equilibrium is it? In other words, what kind of 
market is it? Is it a monopolistic market 
which is controlled by a few vegetable 
producers? Is it a competitive market where 
every farmer is at the mercy of the market 
prices? Is it a distorted market? Distorted by 
government inventions? Distorted by local 
monopolies in trade and transport? Distorted 
by attitudes towards risk, climatic variations, 
etc? What are those distortions? Most of them 
can be put in a model. In other words, let us 
be terribly pragmatic about it and start from a 
description of reality as it is, and in a step-by-
step manner simulate with the model the 
consenuences of changes in that reality. 

In summary, the "new style" of models 
alo sf pmatis n se of dr 
diffr srcesaand in charargdifferent sources and in characterizing the 
initial reality-the point of departure. But 

ey require conceptual clarity and absolute 
co nc epual clarity an al 

consistency in an accounting sense, and 
precision in design of computing procedures. 

Now what are some of the limitations of 
these models? One of the primary limitations, 
of course, is in the treatment of dynamics. 
Development is a dynamic process. One 
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manifestation of that is the rate of adoption 
of new techniques by farmers, that is, how 
quickly they adopt new techniques or how 
quickly techniques are diffused through a 
given farming area. And that is a terribly dif-
ficult question to analyze. It is difficult partly 
because of the influence of social 
factors-how much farmers cooperate or not, 
the adequacy of tile banking system, and so 
on. These factors are very hard to know with 
precision. We may make numerical estimates 
of how rapidly ideas and techniques were dif-
fused in the past, but we cannot predict them 
very well. These are the kinds of questions to 
which we should say: let us be realistic, we 
cannot really handle them with a model. 

We could, however, adopt the following 
procedure. We could alternately suppose that 
20 percent and 50 percent of the farmers in 
the area adopted the new variety within two 
years. Then the model could be used to find 
out what the difference in these rates of pro-
gress would be in terms of the income distri-
bution in the area, and in terms of employ-
mient and total production. [i this way wve 
might find out how important it is to put a 
great deal of emphasis on extension services to 
speed up the diffusion program, but we 
cannot make confident forecast about the 
dynamic processes themselves. We must be 
careful not to delude ourselves that we under-
stand the dynamics, because often that is 
really the humian side of development. We 
may try to assess the possible consequences of 
an hypothetical situation, and leave it to the 
policy maker, who knows best, to decide 
whether he can in fact achieve that hypo-
thetical situation. 

Well, all this has been about sector 
models. As I said, I think I see some of these 
ideas evolving in macro-models and I will not 
talk about them in particular today except to 
say that the World Bank is now, along with 
many other institutions, putting emphasis on 
new macroeconomic frameworks of analysis. I 

think it is fair to say that in the past, the 
macro-models of development were focussed 
heavily on issues of debt and foreign trade. 
The new generation of macro-models is based 
on a recognition that that is not adequate. 
Certainly it is not adequate for carrying out a 
full dialogue between international institu
tions and for carrying out a full dialogue 
between international institutions and the 
developing countries themselves. We need to 
know more about the impacts of lending pro
grams on employment, income distribution 
and other variables which have social implica
tions. The new models are beginning to 
incorporate some of these factors, still in a 
very experimental way. We do not have the 
successful applications of then yet. We are 
also trying to incorporate prices, which, again. 
is something familiar to sector planning 
people. Most policy instruments directly or 
indirectly work through prices. After all, a 
tariff is a price and an interest rate is a price. 
Some of these new characteristics of models 
were pioneered in Europe. about 15 years ago, 
and they are being refined and used in studies 
commissioned by European governments. 
Time will tell if these features of models can 
be made simple enough to use. The new 
models unfortunately are larger. because they 
have a lot of detail. So again, computer 
systems are the key to widespread application. 

In conclusion, I do not think the issues 
have changed in development: they have been 
the same for quite some time in general terms 
at least. But now, in terms of analytical 
techniques, we are entering a phase where we 
are trying not to be bound by mathematics or 
by computing. We are trying to achieve flexi

bility in specification and openness toward 
data of different types, in order to bring tile 
analysis down to a more realistic level of 
detail. Only time will tell whether this new 
approach can succeed in bringing macro 
models out of the classroom and into the 
world of the decision-maker. 



CHANGED WORLDS AND NEW AID DIRECTIONS 
BY 

SAMUEL C. ADAMS, JR.* 

Two years ago I was honored to be here 
at Virginia State College to speak at a con-
ference similar to this one. Then we talked 
about A.I.D. Africa Bureau concern with: 

(I) the impact of possible long-term 
environmental change for the severely 
drought-afflicted areas like West Africa's 
Sahel; 

(2) the potential application of 
advanced science and technology, such as 
remote sensing and satellite imagery, for fur-
thering development of the very poorest coun-
tries: and 

(3) the critical need to make develop-
ment occur in ways meaningful to people, and 
that they themselves be participants in the 
development process. 

When we talked two years age, there was 
a deep questioning of results obtained from 
past efforts at enhancing capabilities of the 
farmers, the herders, the merchants in African 
development. The efficacy of past technical 
assistance efforts might have been much 
greater had we known better how to tap into 
an understanding of the variety of decisions 
people make or to draw upon the wisdom of 
their adaptive genius in combination with 
whatever elements of knowledge and 
assistance we had to offer. 

Today, these aforementioned issues of 
environmental change and drought, the role of 
science and technology in development, and 
problems of the sociology of development are 
still relevant. But how unprecedented have 
been world changes since I spoke here two 
years ago! 

The food crisis extends beyond isolated 
areas of drought. Risks of world famine 
prompted particular international concern 
over food production, prices, and distribution, 
Certain members of the Congress seek to 

provide new and enlarged sources of funding 
for agricultural research both here and abroad. 

The energy crisis has prompted unprece
dented changes in views everywhere about the 

suitability of the current ordering of relation
ships between the world's economic struc
tures. It has ushered in a great debate over the 
world's economic order. 

Clearly, if not new, a much different 
international economic order now exists. New 
terms have become part of our vocabulary 
reflecting new perceptions of the developing 
world. Aid giving agencies are afresh focusing 
on the poor majority, the small farmer, equity 
or the income distribution effects of aid. 

There is now a Third World of 
mineral-rich developing countries. Nigeria, 
Gabon, etal, for example, would now be aided 
by the U.S. under reimbursable costs arrange
ments instead of concessional loans or grants. 
At the other end of the spectrum are the 41 
"MSAs"-the developing countries "most 
seriously affected" by the petroleum crisis-a 
new category of special need. Countries 
among the 25 "Last Developed" which had 
concerned us earlier are especially hard hit. 

Furthermore, despite, for example, the 
progress LDC nations felt they achieved in the 
Rome agreement, over the earlier Yaounde 
agreements, there continues to be both a 
trend toward polarization and politicalization 
of developing country-industrialized country 
differences. Witness the developments in the 
United Nations. 

Finally, for the United States-LDC 
relationships, events in Indo-China made 

necessary a major readjustment of national 
thinking. Heretofore, Vietnam, Cambodia, 
and Laos consumed fully a third of our annual 
program. With the ending of U.S. programs in 
Vietnam, Cambodia and Laos, not only did 

*Assistant Administrator for Africa, Agency for International Development, Department of State. 
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A.I.D. staffs become redundant, for the first 
time in fifteen years, the request to Congress 
for foreign aid did not have this 
security-related aspect of our program any 
longer as a major ingredient. 

Development progress is of greater impor-
tance to the world today than yesterday. The 
interdependence of the developed and 
developing world, as evidenced by the energy 
and food crises, makes development an even 
more critical ingredient in a peaceful world 

what the trade-off diversepulis foreign aid and 
publics coernswen inaid and 
domestic concerns, with inflation and 
unemployment? How feasible or real are 
American expectations that oil-rich countries 
ought to take up, as there will be need, more 
of the burdens of capital transfer to less 

order. Butaychoosearebetween 

fortnatenatinsconcern 
fortunate nations? 

Today, I propose to discuss the evolution 
of U.S. aid policies and programs, and some of 
the questions that this conference might 
ponder in light of CHANGED WORLDS AND 
NEW AID DIRECTIONS. 

The A.I.D. program has itself changed 

very significantly in the past three years. 
Indeed, perhaps few outside of A.I.D. and the

he egre ad sgniicaceConres reognzeCongress recognize the degree and significance 

of that change. The basis of that change is the
FY 173 oreinAsistnceAct.TheActFY 1973 Foreign Assistance Act. The Act 

channels aid funds almost exclusively intoalostexclsivly
three categories: food and nutrition; educa-

chanelsaidfund nto 

three cndmat riesodceandu t nda 
tion and human resources; and health and
population. Even in these categories,the 

emphasis is not on capital transfers. Much less 

now available for physical infra
funds are 
structure like roads, telecommunications, 

general economic sup-
ectrc pture,
port. 

The changed A.1.D. program has resulted 
in the following budget allocation picture: 

(1) In FY 1973, $220 million 	of the 

A.I.D. program worldwide went for physical 

infrastructure; for FY 1976, only $47 million 

is proposed. In FY 1973, over half of the 
A.I.D. program in Africa was in transportation 
and other infrastructure; in FY 1976 less than 

5%'is proposed for this purpose. 
(2) Previously, program loans, i.e. 

general development support loans, accounted 
for a major part of A.I.D.'s resource transfers, 
especially to countries like India, Pakistan, 

Brazil, Korea, and-in Africa-Morocco, 
Tunisia, and Kenya. In FY 1976 no program 
loans were made and none were proposed for 
FY 1976. 

(3) In sum, by FY 1975, 8% of 
A.I.D.'s funds were channeled into the three 
atis s weriched in the treecategories highlighted inthe 1973 Act; for FY 
1976 the concentration is proposed at
92%. 

Tus the ch an e is in tha 
gories of A.I.D. assistance is mov thanre 
cosmetic. in the Act and in thethe various Coin.The philosphy, overwhelming 

mittee reports accompanying the Act, puts 
highest priority on reaching more directly the 
poor majority in the LDC's. Food and nutri
tion projects must have primary concern with 
the small farmers and their productivity, 
income and consumption. Inhealth, there is a 
priority given to rural health delivery systems. 
In education, primary concern with 
mass-directed non-formal, practical, basiceducation. 

And, particularly in the House Inter
n RationsaComit the s te 

national Relations Committee, there is the
belief that objectives of poor 	 majorities 

a onlyiebenefitt directy fo a 
beniefitting directly from aid can only be
achieved if there is a greater degree of direct 
acivdfthrisageerereofietparticipation by the poor themselves in the
priiainb h ortesle ntl 
development programs. The seriousness of this 
philosophy is evidenced in the following
excerpt from a recent House Committee 
Report: 

to fall"Activities that may happen 
into the sectors of emphasis agricul

rural development and nutri
tion; health and population; and 

education-but which these are not 
specifically designed to reach directly 
to the problems of the poor 
majority, are not in accord with the 
intent of the reforms. 

Moreover, activities should be judged 
not merely on whether they are 
intended to benefit the poor, but on 
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whether they are designed to enable 
the poor to take an active part in the 
economic ife of the country and to 
lead more productive and dignified 
lives. The point isnot handouts but 
participation." 

Arguing the point even more forcefully, the
C itegoit n o re f y e 
Committee goes on to say: 

"It isthe committee's view that there 
is no need to carry out a U.S. 
bilateral development aid program in 
every poor country, or in every poor 
country where wo have assisted inthe past, or inevery poor country of
diplomatic importance to us. Recog-

o u.dip~matc imortnceReog-have
nizing the desirability of giving poorcountry government and AID 
missions time to adjust to the new 
direction, the committee believes 
that programs and missions should be 
phased out if, after an appropriate
effort has been made the conclusion 

is reached that aparticular country is 
at the moment unsuited to the kind 
of program envisaged in the 1973 
legislation." 

A.I.D.'s response to the changes has been 
wholehearted. As I pointed out earlier, the 
focus of our program is now concentrated 
overwhelmingly on the three cate-nrnie 
emphasized by the Congress. Internally, new 
and more rigorous program design and review 
processes have been instituted to assure that 
the specific target group and beneficiary of 
each project has been identified, relevant 
social as well as economic analyses under-
taken, baseline data and other evaluative 
material gathered, and attention paid to the 
participation of previously overlooked groups 
such as women, 

Finally, there has been an almost over-
whelming number of papers produced and 
research undertaken: 

(1) to define the poor majority in 
operational and programmatic terms; 

(2) to elaborate the concept and possible 
models of ruraldevelopment; 

(3) to assess the importance of local 
participation in project success; and 

(4) , to identify the basic causes of the 
inequalities in. income and opportunity that 
exist in developing countries as well as the 
feasibility of measures to overcome them. 

The program reorientation which I have 

just described isnot unique to A.I.D. The pro
gram of each major donor searches for the 
same small farmer. Redefinitions of sector 

loan or grant policies, as well as the program
matic use of sectoral studies in defining invest
ment or assistance strategies, now occur more 
frequently or widely than ever before. 

The output of these efforts is indeed very 
learned and very provocative. My remarks

made no pretense to summarize theirhv aen rtnet umrz hi 
findings in any definitive way, yet as neces
sary as I find the discipline they impose, and 
find commendatory the high moral purpose
the equity principles development assistance 
must now satisfy, I personally feel a sharper 
sense of disquiet than before about the results. 
towards which these efforts ultimaterly may 
lead. 

The approaches do risk, indeed, being 
more costly in terms of administration, 

management, delivery of inputs and training, 
and in time. Dependence on weak administra
tive structures of a majority of weak govern
ments to reach the vast-numbers of poor in 
the rural areas directly may be desirable, but 
impractical. Where the design or implementa
tion of programs requrie major increase i 
expatriate personnel, these. developments 
ignore major trends to the contrary. These 
costs have rarly been analyzed, and 
sometimes-through subsidized pilot 
programs-they have been hidden. Hence a 
lively debate must continue to occur over the 
means to carry out the new aid directions. 

The relevance of the many ways that the 
poor might be reached cannot rely upon 
romantic notions of efficient small farmers on 
every plt of land in the world or of sweeping 
programs of redistribution to the poor. 
Admittedly groWth alone does not guarantee
equity in either an absolute or relative sense; 
neither do stagnant economies, nor do 

economies whose inability to compete with 
other market economies only lead to greater 

18
 



marginality. Thus growth in some form is an 
essential ingredient of equity. 

The energies and scarce administrative 
leadership of the LDC's will, indeed must, be 
largely focused on growth and we would do 
our best for the poor if we worked within that 
context, not in competition with it. Some of 
the difficulties that exist in addressing the 
problems of poor majorities within countries 
are related to the disequilibriums between 
economies in poorer nations and industria-
lized nations in the overall world economy. 

A recent study of economic, political and 
social factors of inequality of income by 
Princeton University and the Brookings Insti-
tution soberly strips away any easy ideological 
approach to the problems of the rural poor, 
either by socialist, redistributive, administra-
tive, market or other mechanisms. It con-
cludes that any strategy must be a mixed one, 
i.e., one which works within the context ofa 
growth strategy, one which accepts spill-over 
effects and political programs as a not insig-
nificant (if not efficient) source of benefits to 
the poor, and one which deals realistically 
with the actualities of market and distribution 
factors. 

Local participation of the people them-
selves is a sine qua non for effective develop. 
ment processes in project implementation. 
The ingredients and causes of that participa-
tion vary greatly in each case. The excitement 
over the "success" stories of often relatively 
small scale activities become muted when 
attempts to replicate them on a larger scale 
entail sweeping social and economic changes 
which are beyond the scope of any assistance 
program and beyond the capacity or desire of 
government. Frequently the administrative 
cost of such replications may be staggering, 

It is not a coincidence that many of the 
examples of success with land reform and 
small farmer agriculture are of countries in a 
situation of convulsive exercises of power, and 
or as an accompaniment to rapid industrializa-
tion. 

Egyptian cooperatives are lauded in some 
studies for their success with small farmers, 
but criticized in other worlds for their failure 
to reach the landless. What is the future of the 
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marginal and landless farmer in India if even 
small-scale agriculture becomes predominant? 

Participation of the poor is thus not indepen. 
dent of the larger issues of development, and 
is not the sole ingredient for success. 

I I 

I raise these issues not to be critical of the 
new aid directions, but precisely because these 
approaches are so important, and so fundag 
mentally right in a moral sense, that nothing 
could be more damaging to our purpose than 

But to avoid failure, we must resolutely 
avoid slipping into postures that are simply 
convenient, or simply ideological, or simply 
flattering to our own egos and conscience, but 
which do not deal with tie real world of' the 
poor and of the LDC's as sovereign, struggling. 
sensitive and proud countries-countries 
which face a complex. almost overwhelming 
world of economic and technological power 
outside their reach. It is their context, and 
their realities we must understand if we are to 
assist in helping the vast majority of the 
world's poor. And too, LDC's are not uni
verses in isolation. 

fff 
I have seen the list of' papers to be pre

sented at this conference. I am overwhelmed 
with their scope, and promise of experience. 
knowledge and insight. I look forward eagerly 
to learning from them. But in light of' what I 
have said to you so far. I would be so bold as 
to propose three issues which this conference 
might ponder in tie sessions ahead. Some of 
them are reflected in tie titles of' the papers. 
But I fear that they might, like the larger 
issues of rural poverty, be lost in the 
microcosm of each particularistic approach to 

our subject matter. 
The first of these is to analyze more 

accurately our own histroical experience in 
the United States. There are many persons in 
this audience who have a lifetime of 
experience with the rural poor of our country. 
Yet almost none of this experience is reflected 
in the shape, philosophy or thrust of our pre
sent A.I.D. emphasis on the rural poor abroad. 
To what degree have the rural poor in our 



country benefitted from government pro-
grams of rural development? Is there not a 
history of those programs being overtaken by 
other priorities such as production, gutted by 
the forces of discrimination, distorted by the 
force of local politics? 

If relatively small, black farmers are suc-
cessfully growing tobacco in North Carolina, 
how many are left growing cotton in Alabama 
and Mississippi, or apples in Virginia? How 
many have become part of the mainstream of 
American agriculture and how many the 
by-products? 

What really benefitted most of the mass 
of rural poor in the United States-rural 
development or leaving the farms altogether, 
small-scale farming or jobs on large-scale agri-
cultural "factories"? Where, in sum, have been the sources of income, services and benefits to 
the rural poor in this country over the last 
100 years? 

I raise this issue, not because the 
experience of the American rural poor is 
directly transferable to those of the LDC's. 
That would be as mistaken and chauvinistic as 
saying the experience of the Mid-West wheat 
farmers or the New York law firms is directly 
relevant to them. I raise it because under-
standing our own historical experience, the 
success and failures of our own rural develop-
ment programs, the real sources of benefits 
that have come to our rural poor can help us 
understand, with humility, the difficulty of 
the task, the administrative burdens it poses, 
and at least the historical relationship of agri-
culture, industry, and equity in the develop-
ment of our country. 

The second issue I would pose is the style 
of American assistance. One of the great issues 
of development has always been how to trans-
fer teclmology. Historically, we have used a 
variety of tools, but most relied upon sending 
Americans abroad as advisors and often as 
managers of overseas programs. Even our cur-
rent concern with the rural poor carries with 
it possible demands for more overseas 
Americans: to gather baseline data, to study 
the local environment, to help promote par-
ticipation at the grass roots level. But I would 

suggest that the age of relying on large con
tingents of overseas Americans is passing. 

All of us of course pay lip service to the 
idea of minimizing the number of Americans 
overseas, and maximizing the direct leadership 
of the citizens of the LDC's. But how much of 

our knowledge, our research, our erudition is 
directed to that end? How much of the 
models, the case studies, the analyses that we 
will be discussing here carry a relevance that 
Kenyans, Tanzanians, Zairians can readily 
use? How much, by contrast, is useable only if 
Kenya contracts with more expatriate staff, 
sends more poeple off to get even more 
sophisticated Ph.D's,becomes-in effect-more 
dependent upon developed countries, not 
less? 

Recently, at a conference of young 
rcn at a cofe re ie ty e African officials and scholars to review the 

problems of the Sahel, the Africans suggested 
that donor organizations design programs anddefine the managerial requirements of those 
programs in terms that disqualify Africans, 
and thus justify jobs for expatriates. Is there 
perhaps an element of truth in that charge? 
And might it be true of academe as much as 
assistance agencies? 

The issue becomes even more critical as 
we undertake to help the "poor majority," 
the literally hundreds of millions of people in 
thousands upon thousands if villages. Who are 
they? Do the indices of income, life span 
suffice or might composite measures of depen
dency better serve as measures? The emphasis 
then would be on processes that are capacity 
factors which would be changing and would 
allow aid planners to better delineate within 
universes of poor-where priority actions must 

occur. Some us are still hung up, I fear, by the 
"Ugly American" image, the image of that 
good American with his immediate rapport 
and his humble understanding of the common
folk who really helps them help themselves. 

Many of the instances we study of grass 
root successes are indeed programs where a 
Missionary, an aid agency person, or a private 
American was a catalyst. These are noble 
efforts and they teach us much. Sometimes 
we tend to accept the successful instance as 
the model rather than discovering the pro
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cesses that the instance could reveal. But we 
are not going to place thousands of Americans 
in out of the way villages all over the world. 

We are probably not going to have, for 
very long, large teams of American advisors 
and managers living in the capitals of the 
LDCs. Though, currently among the oil-rich 
apparently they contemplate thousands of 
expatriate advisors under reimbursable 
arrangements, I suspect their satisfaction with 
such arrangements cannot be long lived. Those 
are images from the past. 

If we are going to assist the LDC's, we are 
going to have to find a way to make our 
knowledge, our science, and indeed our good 
will available in new forms. We need wholly 
new ways of teaching and transferring know-
ledge, using not only our intellectual capital 
but much more creative uses of modern tech-
nology to cut through traditional forms of 
learning. Recently, I was struck by the 
amount of analytical hardware that has 
emerged to handle remote sensing data from 
ERT's imagery and which allows for Combin. 
ing engineering, economic, and behavioral 
science analysis inputs, 

Finally, I would ask you to consider what 
it means for the United States to direct its 
assistance objectives toward the poor 
majority. I have described how the A.I.D. pro-
gram has been redirected to that purpose. But 
I now must add that even as we have moved in 
this direction, the real value per capita level of 
assistance from the developed to the develop-
ing world has fallen by 30% over the past 
decade. Some see in this a new role for the 
United States, i.e., that we be looked to for 
our expertise and skill, not for resource trans-
fers. 

Ido not dispute the value of the expertise 

and skill we might assemble. Nor do I dispute 
that sources of capital may best come in the 
future from sources other than something call-
ed "aid." In fact I anticipate and expect that 
they should. 

But I ask at the same time, given what we 
know of our own history, and of the great 
discrepancies between the wealth of the 
developed and developing world, of the 
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importance of markets and technology to 
creating jobs, whether the United States as a 
whole can retreat into such a narrow role 

where the poverty of nations is concerned. 
The practicableness of tile best designed low 
cost health delivery system becomes irrelevant 
in face of trends toward LDC's becoming 
poorer and with lessened capacities to manage 
these consequences, except as they possess 
petroleum or other minerals. 

The kind of major departures in thinking 
which moved the world to new concepts 
about the nature of economic relationships 
between the nations of the world community 
at the time of the formulation of the Bretton 
Woods agreement, and the institutional 
arrangements which followed, is severely 
needed. 

The issue is neither simply emotion laden 
appeals about a new international economic 
order. It is not simply a matter of commodity 
agreements. Nor do backs need to be stiffened 
in reaction to insure that all that is needed is 
to protect those few who consume most of 
the world's production from the many whose 
labor results in sharper anguish. 

From tile view of either the rich or the 
poor country, tile technically and over
whelmingly complicated problem to be 
resolved is difficult, given the interdependence 
between industrialized economies and raw 
materials, primary product economies within 
the total world economy. There is a question 
of how might this disequilibrium be better 
avoided or lessened, and without the onus 
assistance arrangements have tended to create. 

Those of us who are in the development 
community cannot retreat into concern 
exclusively with "pilot" projects and research, 
either on thethe excusesproblems of growth gobecause larger of lack of knowledge or
 

beyond our immediate mandate. Our relation.
 
ships w ith d e conte Oul rely
 
ships with developing countries would surely
 
mater.
 
materially.
 

The immediateness and scale of problems 
peoples in LDCs face, and the horrendous 
consequences in human and fiscal terms of 
underdevelopnent, preclude satisfaction with 



talk of isolated instances of rural development 
or social services, if no one foresees how the 
sinews of economic and political 
strength-whereby these instances can be 
replicated-can be a process in the LDC's as a 
whole. There are vital issues for the poor 
majority. And especially here, in this setting 
in rural Virginia, we have no reason to forget 
them. 

I realize I have raised troubling issues. 
The Congress has put forward a noble cause, 
the most noble cause possible for us to follow, 

And I have raised questions about our histori
cal understanding of this cause, about our 
capacity to assist in it, about the magnitude of 
our commitment. But I do so in the spirit of 
galvanizing us to do more here than add varia
tions on the themes of poverty and develop. 
ment as they have been presented so far. 

Let us be prepared to examine, through 
each and every specialty represented at this 

conference, whether we have yet uncovered 
the truths about the task before us, and about 
the role we can play in it. 

PROBLEMS OF DEVELOPMENT INAFRICA
 
AND THE THIRD WORLD
 

BY 

SAMUEL E. QUARM* 

Looking at the papers presented so far at 
this conference, I find that practically all 
aspects of regional and international develop-
ment have been treated both from the profes-
sional and academic stand-point. As is to be 
espected, however, these papers and speeches 
have tended to be rather restrictive since they 
deal with particular topics in this rather broad 
area of development. What I intend to do, 
therefore, is to treat the subject of regional

and ntenatonaldevlopent romitsFarand in te rn ation al develo p men t from its 
broadest possible angle, including especially 
the political aspect, for development as it 
relates to the Third World and the evolution 
of a new economic order and the consequent 
assurance of peace and orderly international 
relations is more political than economic. 

I will do this from the point of view of 
Ghana and Africa whose problems are typical 
of the Third World at large. I have thus chosen 
as my topic "Problems of Development in 
Africa and the Third World". 

African economic development has been 
hampered by two major constraints: lack of 
capital (and I include food in this category) 
and the lack of expertise. These constraints 
have been brought about by the centuries of 

*Ambassador of Ghana to the United States. 
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economic exploitation and political domi
nation which Africa and the Third World 
generally have suffered at the hands of the 
industrialized world. To draw attention to 
these constraints is not to find scape-goats for 
our nagging economic problems and so escape 
from our own responsibilities in finding solu
tions to them, but to bring a sense of balance 
and reality to bear on the whole issue. 

from finding scape-goats, the ThirdWol a f ce t is ru al h l en e f 
World has faced this crucial challengc of 
development squarely and with enthusiasm, 
and all countries are using every possible 
means to generate capital, develop expertise 
and, through a series of Development Plans, to 
sustain a steady, even if modest, rate of 
economic growth. Different approaches have,
of course, been adopted. Some countries, like 

Algeria have adopted socialism and nationali
zation of the means of production. Ghana has 
adopted a mixed economy whereby Govern
ment participates in the heavy and extractive 
industries by taking controlling shares in 
them, but allows local and foreign private 
enterprise to operate. Still others such as 
Nigeria and the Ivory Coast have leaned more 
towards the free enterprise system. It seems to 
me unimportant what road a country chooses 
to follow in its economic development as long 



as it knows clearly where it is going and how 
to get there. 

But whatever road one takes, it is essen-
tial to put an end to uncontrolled foreign 
exploitation by establishing full sovereignty 
over one's natural resources. There can be no 
meaningful economic development in any 
developing country unless it breaks the 
strangle-hold on its natural resources by 
foreign interests. If I may use Africa as an 
example, all of the world's most important 53 
minerals are found there and its iron reserves 
are twice those of the United States. Africa 
also has 42% of the world's cobalt, 34% of its 
bauxite and 23% of its uranium. And yet, 
according to UNCTAD statistics, Africa holds 
16 of the 25 poorest nations in the world. 

Moreover, according to the United 
Nations, of the 32 nations classified as so poor 
and so short of food that they are threatened 
with starvation, 20 are in Africa. It must be 
obvious that the major reason for this state of 
affairs is the hitherto uncontrolled exploita-
tion of Africa's natural resources by outsiders 
who cart them away for a mere pittance with-
out any attempt to porcess some of these 
resources on the ground and thereby generate 
the much needed local capital and expertise. 

Another essential requisite for Africa's 
development is economic co-operation and 
integration on the regional and even 
eventually the continental level. One of the 
harmful consequences of the colonization of 
Africa was its fragmentation into a host of 
small unviable territories, some with oppula-
tions of two milion or less. Not only will such 
economic integration assure a sharing of 
resources and expertise and the creation of a 
wider market, but it will ensure their very sur-
vival, for in the face of the movement towards 
larger economic groupings, even by the de-
veloped world, as witnessed by the EEC and 
COMECON, African States standing alone 
cannot but be swallowed up by these econo-
mic giants and conglomerates. 

The East African Economic Community 
has long stood as a good example of regional 
co-operation, and remains a fairly strong and 
viable economic force in spite of its recent 
strains and stresses; and the Economic Coi-

munity of West African States (ECC 
recently set up constitutes a conmei 

and invaluable step in the direction of 
tive regional co-operation which w 
doubt will advance the economic develo 
of the area. 

A third essential for African eco 
growth is for it to rely on itself basica' 
its development. Though the effo 
regional and continental co-operation ai 
policies of participation and nationali 
are fundamentally attempts at self-rel 
self-reliance needs to be adopted as a co 
principle and an article of faith of eco 
development. The record clearly show 
no outside country or group of countri, 
be expected to come to our aid in any ir 

way as to make any meaningful impact ( 
economic development and to put strai 
their own affluence which they naturalli 
to maintain and improve upon. This is 1 
say that all aid is worthless and unwelci 
but such aid, if indeed it is aid, can onl 
very marginal supplement to our own e 
and a drop in the ocean of our developil 
problems. 

Foreign aid, if it is to be meani 
should contain a large portio 
non-reimbursable assistance and shoul 
related to the profits which foreign comal 
make and repatriate from the recipient 
tries. 

It is on record that between 196' 
1970 foreign corporations declared prof 
the tune of $23 billion from devel 
countries. This represented one and a 
times the total foreign aid grants for the 
period. Mr William Cotter President o 
African/American Institute, writing iii 
November 1974 issue of the Africa R 
magazine, stated as follows: "In Afric 
companies (that is US companies) will 
$1.380 billion this year (that is 1974) 
African trade and investment. This is 
than five times the level of our develop 

assistance of Africa. Moreover the amou 
aid we do give goes almost entirely to 
chase Untied Stats goods and services, cr 
employment here (that is in the US) 
bolsters our own economic well-being" 
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Cotter was of course speaking about United 
States aid but his statement nutatis inutandis 
will apply to most donor countries, 

It should be obvious that foreign aid as at 
present given and administered cannot be a 
substitute for fair trade. What Africa and 
indeed, the Third World needs is an arrange-
ment which would eliminate the imposition of 
discriminatory tariffs and arbitrary prices for 
their raw materials and enable them earn the 
means adequate for their development. 

The continuing poverty of the developing 
countries is largely attributable to the nature 
of the relationship which governs economic 
and technical co-operation between them and 
the industrialized nations. This relationship, 
which is a relic of the colonial system of 
domination and exploitation, has enabled the 
few industrialized countries to dictate for 
nearly five hundred years the prices of 
primary commodities produced and exported 
by developing countries. These resources form 
the back-bone of the economies of the 
developing countries, and determine the level 
of their prosperity. Not many countries are 
richly endowed by nature and for most 
developing countries they have only one or 
two resources they can depend on for their 
foreign exchange earnings and indeed for their 
survival, 

On the other hand, prices of the commo-
dities and products which the Third World has 
to import, of necessity, from the developed 
countries continue to rise out of all propor-
tion to the prices of their raw materials. For 
example, the price of wheat doubled from 
July 1972 to July 1973 and nearly doubled 
again during the second half of 1973. The 
price of fertilizers most commonly used by 
the developing countries almost doubled 
between June 1972 and September 1973. 
Over the last five years the price of steel has 
trebled, that of' tractors doubled and that of 
cement quardrupled. 

And yet the industrialized world still 
fights shy of international commodity agree-
ments which alone would ensure fair prices 
for the produce of the developing world. In 
the case of cocoa, for instance, after consider-
able haggling and delay, some kind of Inter-

national Cocoa Agreement was initialled two 
years ago, but it has not been really complete 
and effective because the United States which 
is the biggest single consumer has callously 
refused to be a party. Cocoa accounts for 60% 
of Ghana's GNP, and therefore, any fluctua
tions in prices as is usual affects our develop
mental programme. From a high price of 
nearly one thousand pounds sterling per ton 
nine months ago, cocoa has now fallen to 
some six hundred pounds sterling per ton. 

We are told to be contented, because six 
hundred pounds sterling is higher than the 
price cocoa fetched three years ago. An 
important aspect of any commodity agree
ment is the question of reference prices which 
should be acceptable to both producer and 
consumer countries and realistic enough to 
take into account such factors as the supply 
and demand position, the changes in currency 
parities, inflation and the development needs 
of the developing countries. Furthermore, the 
reference prices should be reviewed periodi
cally and should be linked to prices of manu
factured and capital goods that are imported 
by developing countries. 

For more than a decade, Africa and the 
developing world have been clamouring for a 
more equitable economic order which would 
assure a fairer distribution of the world's 

resources and ensure a modest and steady 
growth in the economies of the developing 
world, but the response has been anything but 
encouraging. Under the auspices of the United 
Nations, various attempts have been made to 
find an answer, but so far only palliatives have 
been devised but no lasting solutions. 

The United Nations Conferences on 
Trade and Development (UNCTAD I and 
UNCTAD 11) have come and gone without 
any significant results. The UNDP and UNIDO 
are still plodding along but have made no real 
impact owing to inadequate funding, and the 
United Nations Development Decades which 

were launched with such fanfare and high 
hopes have also failed, simple because the 
commitments requried of the developed 
countries to set aside a mere 1%of their GNPs 
for development in the Third World have not 
been honoured. 
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There is also the problem of continued 
indebtedness to the industrialized countries 
which, by conservative estimates, amounts to 
some $80 billion, and the service on this debt 
alone is estimated for the current year to be 
approximately $9 billion. The Third World 
thus are caught in a vicious web of borrowing. 

Though the economies of Africa and the 
rest of the Third World which are not oil pro-
ducers have been seriously set back by the rise 
in oil prices, one cannot but be sympathetic 
with OPEC who are only redressing genera-
tions of exploitation by the industrialized 
world. OPEC have also, by their action, drawn 
attention to the economic inter-dependence 
of all countries-rich and poor, developed and 
developing-and the need for restructuring the 
world's economic order to assure a more equi-
table distribution of its wealth. This is a legiti-
mate demand which is essential for the 
development of the Third World and which 
can only be opposed by those wishing to 
maintain the status guo to their continuedadvantage, 

In sum, the serious problems of the 
development of Africa and the Third World 
countries can be resolved primarily by their 
own individual and collective efforts. They 
have to exercise full sovereignty over their 
natural resources and control their exploita-
tion as well as the machinery for the determi-
nation of their prices. They have to institute 
an integrated and coherent process of develop-
ment which should aim in particular at the 
full realization and diversification of their 
agricultural potential and the creation of a 
solid industrial base by the processing locally 
of their natural resources. But whatever their 
determination or sacrifice, however sound 
their development plans may be, they can 
only emerge from their economic stagnation 
when there is a fundamentally new inter-
national economic order based inter alia on 

equitable prices for their produce and an 
effective say in the conception and operation 
of the international monetary system. 

Colonel Acheampong, Head of State of 
Ghana, in his contribution to the New York 
Times International Economic Survey of 26th 
January this year, put the problem succinctly 

thus: 
"The international community 

has gradually realizeai that the major 
problems retardin. the progress of 
man and the enhancement of his 
wellbeing can be tackled definitively 
only if concerted international action 
is forthcoming. 

We can restructure the world 
economy by eliminating trade bar
riers, by relating primary commodity 
prices to the cost of industrial goods, 
by dismantling cartels that had 
become essential for protection 
because te present system does notoffer justice and by establishing a 
new moentary system that will be 
the product of the genius of all sec
tors of the world economy." 

This, the restructuring of the world eco
nomy, ladies and gentlemen, is the greatest 
challenge of our time. We are now on the 
threshold of a veritable POLITICAL detente 
by the signing today in Helsinki of the 
European Security accord. This has been pos

sible because of the stark realization that 
undue political confrontation serves us all ill 
and may indeed lead to our destruction. 

The world now cries for ECONOMIC 
detente which alone will ensure the orderly 
progress of us all, developed and developing 
countries alike. It is our hope and prayer that 
reason and enlightened self-interest will make 
this possible. 



FISCAL PLANNING AND DEVELOPMENT: AN INTERPRETATION
 
OF PURPOSES, CONSTRAINTS AND CONFLICTS 

BY 
RAWLE FARLEY* 

Fiscal, Policy, Poverty, and Survival below this figure. Africa, as a whole, had a per 

Fiscal policy in the developed country capita of only $240; Asia, excluding Japan, of 

and the developing countries involve the same $170-a contrast of Europe (excluding USSR? 
trilogy of financial functions-taxing, spend- with a figure of $2,190, and North America. 
ing, and borrowing. The exercise of these One estimate suggests that in 1969, 17.4 
functions, however, in the developing coun- percent or 42.5 million Latin Americans had 
tries has a far more urgent aspect. In a poor an annual per capita income of less than $75. 
society, fiscal policy becomes in effect a com- U.S. The corresponding figures were 57.2 per
posite body of deliberate measures designed cent or 499.1 million for Asia and 43.6 
to counteract the further accumulation of percent or 36.6 million for Africa. 2 Income 
misery. It is part of the total attempt to move inequality isparadoxically desperate in poorer 
the economy forward. countries. In Kenya, for instance, in 1969, the 

Poverty is by definition the dominating top 20 percent received 68 percent of the 
problem of the developing country. The total income, and the bottom 40 percent only 
United States, for instance enjoyed a GNP per 10 percent. In Jamaica, the corresponding 
capita in 1972 of over $5,590 but the GNP figures (for 1968) were 61.5 percent and 8.2 
per capita of Bolivia was still only $200. In percent, respectively. 
Niger, Indonesia, Burma, Guinea, it was $90 Half of the world's population, 2,000 
and in Chad, Ethiopia, Somalia, and Mali, million people, are estimatedly under
$80. The GNP per capita of Upper Volta, nourished and at least 460 million are actually 
Burundi, Bangladesh, and Rwanda was even starving. The vast majority are of course in the 

TABLE 1 

World and Regional Population Projections 
(Millions) 

Asia North LatinWorld Africa sia America America Europe Oceania USSR 

Mid-1969 3,551 344 1,990 225 276 456 19 241 

2000 Pro.
 
jections,
 
UN Constant
 
Fertility 7,522 860 4,513 388 756 571 33 402
 

Percentage
 
Increase 112 150 127 72 174 25 74 67
 

Source: 	 1969 World Population Data Sheet-Population Reference Bureau, Washington, D.C. 
For Latin America, see detailed analysis in Rawle Farley, The Economics of Latin 
America: Development Problems in Perspective (N.Y.: Harper and Row, 1972), pp. 
12-33. 

*Professor of Economics, State Univerdty of New York College at Brockport. 
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developing countries. The Sahel crisis is a I.rid nomy in the interest of development. These 
case of social desperation. 3 would include changes in human and physical 

Clearly, this context exercises, or ought 
to exercise, a positive compulsion in that the 
efforts of the developing country are directed, 
or must be directed in the first instance to 

ending this state of poverty. 'Gappery' ap-
proaches are condemned in some quarters, butit is difficult not to be alarmed by a calcula-

tion that it would take Uganda 457 years, 
Perurange 
1,760 years to close the per capita GNP gap 
between these countries and the United 
States.4 

There is no doubt that if matters are 
simple left to take their course, the existing 
inertia would take too long a time to dis-
appear to meet tile needs of a rapidlygrowing 
population. Tile table below shows readily 
how rapid this population growth is. 

Laissez faire obviously cannot meet the 
demand for development now. Government is,
therefore, compelled to enter positively into 

the picture to help usher in revolutionary 
changes in the economic landscape. Fiscal 
policy represents part of the deliberate range 
of public interventionism. Government inter-
vention in the market economies of the devel-

oped countries (bringing with it the substitu-
tion more frequently than otherwise of the 
cyclical budget for the traditionally balanced 
budget) is of course nothing new, particularly 
since the debacle of the 1930's. The obstacles 
confronting fiscal intentions in developing 
countries are, however, enormous and 
many-sided, and reflect, on the whole, the 
qualitative differences between the developed 
and the developing society. 

Assumptions 
There are several assumptions in this 

paper which ought to be clarified at once. 
First, I assume that the priority emphasis of 
the country is on economic transformation 
and not on the preservation of personalized 
omnipotence in the midst of stagnation. 
Second, despite the continuing controversy on 
the meaning of development, 5 I assume that 
agreement is possible on at least a few key 
variables which have to be changed in the eco- 

capital accumulation, sectoral shifts changes
 
in income distribution, in employment oppor
tunities, changes in export and import compo
sition, and, above all else, recognition of (liesiinadboelllercgtonftekey role of innovational abilities. 6 Thirdly,
despite Peter Heller's brave attempt to mea

d te e ter Heller toizedsure and test (wvhere Walter tleller theorized 
so splendidly 7 ), I am assuming that publicfiscal behavior is subject to the idest possible 

of aberrations-depending on prevailing 
rneoof aerraions-d p o li ng 
ideology, personal foibles. political balances, 
internal realities, and international complexi
ties. Fourth, I am assuming a public and pri
vate sectoral arrangement and an entrepre
neurial society in the sense in which I have 
recently defined entrepreneurship. 8 The 
society must want to implant innovations all 
along the line to bring about a decisive trans
formation in the existing economic landscape. 

Keynesianism is, however, largely inapplicable 
since adequacies in the quantity and quality 
of manpower, natural resources, capital, tech

nology, business organization, entrepreneur
ship, governmental capacity, and institutionalization cannot be taken for granted nor is the 

g 
deficiency in aggregate demand the source of 
the underdevelopment equilibrium. 

With these a priois in mind, the 
paper attempts a limited indentification of a 
few prominent and critical problem areas 
which fiscal policy confronts in a large part of 
the Third and of the Fourth Worlds. 
Initial Drawbacks 

Fiscal policy, ipso facto, implies the use 
of incentives and disincentives to accelerate 
the capacity of the economy to produce. This 
can be done much more effectively if a coun
try knows where it is in order to assess where 
it could be, and by what means and at what 
speed. Fiscal policy, however, faces initial 
drawbacks in many developing countries in 
the lack of statistics, in the lack of any re
sources inventory, in the inadequacy of depth 
studies, in the lack of trained personnel; and, 
because fiscal policy is such a new exercise in 
many developing countries, there is the addi
tional difficulty of anticipating public 
reaction. Thiq difficulty can in turn debilitate 
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fiscal boldness, even where such boldness is 
justified. 

Lack of Statistics 
The earlier 1963-1968 plan for Jamaica, 

for instance, indicated a deficiency of data on 
income distribution. Research was actively 
proposed in Jamaica to fill important gaps. In 
many developing countries research has inten-
sified, but research takes time. In so far as 
these gaps remain to be filled, to that extent 
then fiscal policy remains a shot in the dark. 
Venezuela was lucky in that aCommission to 
study the Fiscal System of Venezuela in 1959 
found the lack of data on the distribution of 
income "a formidable obstacle," and recom-
mended at that time the setting up of a tax 
research group in the Ministry of Finance as 
well as the iving of appropriate training to 
tax officials.: 

The problem of data in this area still per-
sists for less developed countries as a whole. 
The chief of the Income Distribution Division 
of the World Bank's Development Research 
Center recently emphasized "the need for bet-
ter data on the sectoral distribution of the 
poor, their occupational characteristics, and 
educational levels, their ownership of produc-
tive assets, and their access to key production 
inputs." 1 0 Donald Snyder in a useful recent 
research effort notes for instance that the 
study of household saving in the developing 
countries was "at best in its infancy." Econo-

metricians, with serious data problems facing 
them had to interpret behavior for many cul
tures at various stages of development. Many 
potentially important influences on saving, he 
concluded, such as the extended family and 
direct taxation, remained almost 
unexamined.1 I A. P.Thirlw.all working on the 
relation between inflation and the saving ratio 
confronted an absence of long runs of time 
series data allowing an examination of the sig
nificance of inflation "in the context of 

2individual countries." ' A recent IMF study 
of tax ratios and tax efforts in developing 
countries had to exclude Chad and Somalia on 
the grounds that adequate cross-section data 
could not be obtained from these countries. 13 

Lack of Trained Personnel 
The development of fiscal policies implies 

pari passu first class administrative manage
ment of the difficult exercises involved. Apart 
from the fact that the best management will 
be frustrated by lack of data on such matters 
as the effect of various taxes on work, on con
sumption and savings, on price and output. 
and on investment, the number of first class 
fiscal administrators is obviously limited. 
Frustrating levels of literacy and ratios of 
enrollment at elementary and secondary 
school levels indicate the severe constraints to 
be overcome in solving the high talent 
manpower problem. 14 

TABLE 2 

Education: Selected Statistical Comparisons 

Literacy 

Students as percent of 
5-14 age group 

Students as percent of 
15-19 age group 

Students as percent of 
5-19 age group 

United Africa Asia Latin 
States America 

98 17 38 70 

84 33 45 58 

76 11 25 37 

82 27 40 52 

Source: Africa Economic Growth Trends. U.S. Agency for International Development, October 
1974. 
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Public Reactions:DepthStudies 
Popular acceptance of fiscal measures is 

also extremely important, and depth studies 
on social and psychological attitudes are of 
very great importance. Compulsory savings 
levies in Nkrumah's Ghana and higher taxes in 
Guyana did not go unquestioned. 15 Nuisance 
taxes on tea and stamps led not only to tax 
evasion but also to a slight trans- Atlantic dis-
agreement in 1776! 

In the Sudan in 1969, protests forced the 
withdrawal in 1970 of a progressive emer-
gency tax with rates ranging from 5 to 10 

percent of personal income, replacing this 
with a relatively light proportional defence 
tax fixed at 2 percent of income. 16 

CounteractingExternalFinancialDependency 

Most developing countries want to escape 
from external financial dependency. This is a 
frequently explicit objective of fiscal policy. 

Capital is,of course, a key input althought the 

absence of capital is not the only key con-
straint to development. Table 3 shows that 
the exceptional economies, as I have called 
Libya, Saudi Arabia, Kuwait, Abu Dhabi, 
Qatar, and other capital surplus economies, do 
not come under the severities of capital 

scarcity! However, domestic savings and 
foreign aid in the form of loans and/or grants 
are key elements in the conventional develop
ment planning models, assuming that 
inadequate local savings cannot compensate 
for the enormous deficiencies in domestic 
capital resources. An independent country is 
free to circumvent this model. 17If the coun
try is in a desperate hurry to get on, the 
opportunity costs come in terms of desperate 
pressures to mobilize capital from internal 
sources, increasing the severity of already low 
consumption levels. If the country is not in a 
hurry to accelerate the economy, existing con
ditions are changed at a slower pace. 

Circumstances differ from country to 
country. Economists should not assume that 
'rational' means the same principles of 

choosing all along the line. Fiscal decisions in 

this area are a twisted battle ground of norma
tive values and positive facts depending on 

Any good economics text leaves the 
illusion of a binding body of orderly prin
ciples that we economists have got hold of the 
achieve the target variables of Peronist econo
mics as easily as for Burma's retreatist 
choices! 18 

TABLE 3 

Estimated Oil Revenues and Per Capita GNP of Nine OPEC Countries 

Estimated Government Estimated Per Capita Per Capita 
COUNTRY Oil Revenue ($ Millions) Government Oil Revenue GNP 

1972 1974 1972 1974 1971
 

Saudi Arabia 2,988 19,400 393 2,456 540 

Iran 2,423 14,930 79 461 450 

Kuwait 1,600 7,945 1,758 7,223 3,860 

Iraq 802 5,900 80 551 370 

Abu Dhabi 538 4,800 11,700 43,636 3,150 

Qatar 247 1,425 1,941 9,500 2,370 

Libya 1,705 7,990 820 3,631 1,450 

Nigeria 1,200 6,960 21 114 140 

Algeria 680 3,700 45 233 360 

Source: James W. Howe et al, The U.S. and the Developing World, Agenda for Action 1974. 
N.Y.: Praeger, 1974, p. 183.
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If the normative values of the society or 
contemporary rationalization lead to a rejec-
tion of foreign capital input, Government's 
new activist innovating role as well as Govern-
ment's traditional responsibilities can 
be supported only by domestic revenues. In 
most developing countries--especially those 
outside of the exceptional 
economies-revenues are relatively inelastic. A 
study of the Sudan, for instance, concluded in 
1973 that the Sudan had reached "the upper 
political-if not economic limit- of its taxable 
capacity" and that it would not be possible to 
increase revenue very much more, whether 
directly or indirectly. The Sudan could not 
get much revenue from indirect taxes on 
luxury goods. Annual reforms were made in 
the income tax between 1964 and 1970, but 
yields were inadequate. Any further tax on 
basic necessities would have met with opposi-
tion from the administration as from the large 
numbers of small and scattered producers. 19 

Tax evasion and inefficiencies in tax admini-

stration add further uncertainties to existing 

problems springing from these revenue limita-


Tax Collectionand Tax Administration 

Tax evasion, tax defaulting, and ineffi-
cient tax collection are still serious obstacles 

to the efforts being made to mobilize local 
capital. Immediate change isnot easy. In fact, 
there might be no change for a very long
therod i seveal de veopedtr. Tgperiod in several lessless developed countries. The 

persistence of tax aberrations dependent not 
only on administrative and technical values of 

eite cuntiesthe power tilepowrelite. DeelopdDeveloped countries, ofof 

course, have their problems, but in less devel
oped countries the opportunity costs of a 
depa2in 
painful, 

A few examples of intial conditions and 
of possiblities would be sufficiently indicative. 
A 1957 study estimated that 400,000 in Wes-
tern Nigeria did not pay income tax. 2 1 The 
United Nations estimated in 1960 that 99 per-
cent of the Indian population, and about 93 
percent of the taxable income of India 
remained outside the purview of the income 
tax system. 22 In some developing countries, 
lack of communications and large distances 
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would make it less costly for government not 
to collect some taxes. In Latin America, the 
Inter American Development Bank, O.A.S., 
and U.S.A.I.D. spotlighted some of these 
obstacles. In the Dominican Republic in 1962, 
for instance, as a result of improved admini
stration, tax collection, and tile institution of 
a new income tax law combining the cedular 
and unit systems (that is, levying taxes on 
incomes by reason of both origin and total), 
income tax collections increased 30 percent 
by the end of that year. 

In Honduras, some hope of increased col
lections followed O.A.S. help in measures to 
amend the tax system and increase the effi
ciency, methods and procedures for collection 
and verification, and the adoption of modern 
procedural and auditing systems. These exam
pies could be multiplied, at least for Latin 
America. Improved customs administration 
and collection of customs dues are clearly pos
sible. Excise taxes and property taxes could 

yield better results. Customs duties, however, 
do not usually give returns in proportion to 
the growth of the economy. As for excise 
taxes or export taxes, returns are necessarily 

uncertain. Property taxes usually constitute 
only a small portion of the government's total revenue. In Jamaica, the contribution dropped
from 17 percent in 1954 to less than 2 per

cent in 19 54 to less th r

cent in 1963. The Jamaica Government thrust 
into the unavoidable entrepreneurial role we 
have already referred to, had to andincrease property taxes along with excise customs 
duties to meet an increased current revenue to 
d to whic ad caed rom 19 pr

GDP ratio which had changed from 19 perceti192o2.4prntn173ado 

cover a rapidly increased overall deficit of 74million Jamaica dollars. Even so that property 
tax represented only 6.1 percent of the tax 
revenue of Jamaica in 1969- 1971.23 

Except for Singapore (27 percent), Nepal 
(23.9 percent),Taiwan (14.5 percent), 
Lebanon (12.5 percent), Turkey (10 percent), 
the property tax continued to contribute only 
a law share of the total tax revenue in 1969 to 
1971 in most developing countries. Given the 
significant underutilization of land in many 
developing countries and the conspicuous con
sumption factor, the property tax may in



crease in an experiment to stimulate more ate revenue elasticity as well as the effect on 
productive land use. However, only research land use. 
can supply adequately founded data to evalu-

Country 

Bolivia 
Brazil 
Burundi 
Egypt 
Ghana 
Guyana 
Ivory Coast 
Jamaica 
Kenya 
Sudan 
Tanzania 
Togo 
Trinidad & Tobago 
Mexico 
Upper Volta 
Venezuela 
Zaire 
Zambia 

TABLE 4 

Selected Countries: Composition of Tax Revenue 

(in percent of total) 

Total Direct Taxes 

21.2 
13.6 
35.2 
26.3 
23.2 
44.5 
19.1 
51.7 
42.2 
10.8 
33.2 
17.3 
63.1 
54.1 
45.5 
83.9 
26.4 
61.1 

Total Indirect Taxes 

78.8 
74.5 
64.9 
66.2 
76.9 
52.2 
77.0 
48.2 
52.5 
89.1 
62.7 
74.8 
36.9 
44.4 
54.5 
16.2 
72.8 
35.9 

Source: Raja Ghelliah etal, op. cit., pp. 196-197. 

Table 4 indicates a continuing issue. In 
the majority of developing countries, indirect 
taxes dominate the composition of the reve-
nue. The tax structure thus remains regressive, 
Jamaica and Mexico have become exceptions, 
but clearly the redistribution of fiscal pres-
sures is a long way off for most developing 
countries. The lower the level of development, 
the higher the level of regressive taxation. 

Tax Ratios: thme Question ofEnualization 
We turn now to the question of raising 

the ratio of taxes to the GNP in developing 
countries. This is obviously a perennially 
urgent issue. The ratio of taxes collected to 
the GNP in developing countries is on the 
whole rather low. 

onThis imposes further limits fiscal 

manoeuvre. In the United States, as in most 
developed countries, the ratio of taxes to the 
GNP approximates to 30 percent. Table 5 

shows the considerable improvement which 
has taken place in many developing countries. 
The ratio for Brazil and Jamaica, for instance. 
in 1962 was only 10.9 percent and 14 percent 
respectively. But although the ratio say for 
Bolivia has nearly doubled from 4.8 percent in 
1962, the ratio in 1971 remains low. In IHlaili. 
with a per capita GDP of S110 in 1971, the 
ratio actually dropped from 9 percent in 1962 
to 5.7 percent in 1972.24 Even Burundi with 
a per capita income of $64 a head in 1972, 
the poorest in Africa. had a better ratio. In 
fifty developing countries, the average tax 
ratio increased from 13.6 percent in 
1966-1968 to 15.1 percent in 1969-1971. In 
contrast the sixteen developed countries of 
North America and Europe had an average 
ratio of 26.2 percent. 25 

Given the inefficiencies in tax collection, 
the extent of tax evasion, the prevailing distri
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gABLE 5
 

Ratio of Total Taxes to GNP, 1969-71: Selected Developing Countries
 

Country Ratio 

Zambia 32.7 
Brazil 28.7 
Trinidad &Tobago 27.2 
Guyana 25.4 
Tunisia 24.7 
Venezuela 22.0 
Jamaica 20.5 

Source: Raja Chellial et al, op. cit. 

butional inequities, the low rate of investment 
in relation to the needs of the economy, the 
case for raising the tax ratio in the developing 
countries to that of the developed countries 
seems water-tight. In Latin America, the 
investment/GDP ratio, according to Raul 
Prebisch's calculation, must be raised to 26.8 
percent to generate an 8 percent annual 
growth in the GNP by 1990. Andrew 
Kamarch estimates that a 2 percent increase in 
the African GNP (South Africa excluded) 
would require an extra annual investment 
expenditure of 2.4 to 2.7 billion d Alars a 

2 6  year. 

The Government of any independent 
country has the legal right to raise tax ratios 
to any level that it deems fit. Government can 
therefore raise the ratio of taxes to the GNP 
to an equal level with that of the developed 
countries. Nonetheless the matter is not as 
simple as tile right to act in this way. A model 
for 100 percent success to any such equaliza-
tion thrust can be immediately set up. The 

thrust would be successful if the country 

initiating this policy fully controlled the 
mobility of all local entrepreneurs, fully con-
trolled the acceptability of its actions, and 
was able through this action to mobilize all 
the resources required without any resort to 
sources outside of the country and to guaran-
tee productivity responses as desired. These 
are of course, not an exhaustive set of 
conditions. 

Other things are not as equal as the model 
prescribed. For one thing, even if the level of 
tax collection Is raised to that of the deve-
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Country Ratio 

Honduras 11.7 
Burundi 11.5 
Togo 11.3 
Bolivia 9.2 
Guatemala 8.9 
Ethiopia 8.7 
Nepal 4.4 

loped countries, the amount of money col
lected will be immediately far less than re
quired by the poor economy-unless there are 
exceptional situations for the time being, as 
in the case of oil and to a smaller extent, 
bauxite. Bargaining power has certainly 
ushered in some spectacular results, but bar
gaining power is not equal for all countries for 
all commodities all the time. Again situations 
may or may not change in the long run. In the 
case of oil, for instance, would new technol
ogy ever make oil obsolete, when, and to what 
extent? What is the character of the interde
pendence in a world of mercurial shifts? In 
the 	case of sugar, bananas, cocoa, nutmegs,
and so on, it is clear that leverage power, as I 
have called it, is far lower and fiscal adjust
ments call for far more complex judgment! 

Apart from administrative constraints, 
there are at least two principal problems to be 
taken into account in equating the proportion 
of taxes collected in most developing coun
tries to that in the developed country. These 
are: 

a. 	 the effect of any such action on local 
and foreign investment 

b. 	 the attitudes of the trade unions 
where trade unions are free to oper
ate. 

So far as private investment is concerned, 
an increase in taxes means an increase in costs, 
unless (in exceptional cases) the whole 
increase can be passed on. An increase in costs 

means reduced profit expectations. Unless the 
market possition of the firm can offset this. 
Reduced profit expectations can induce the 



entrepreneur-local and foreigner-to move compromise with "realismo." 29 

elsewhere. The American South, the British 
"depressed" areas as well as every other devel- Expenditures-Conditional Drawback 
oping area are today offering competitive tax Inadequate domestic revenues obviously
concessions and tax shelters. If the innovating restrict a developing country to very narrow 
elements move out, expected development limits of manoeuvre with regard to spending. 
could be stymied. Hence, despite ideological Not only are revenues inadequate, but depen
declarations, in many developing countries, an dence upon one produce or a few primary
excruciating, yet necessary price is being paid products introduces elements of uncertainty. 
to attract, retain, and expand the number of Unless the country's major export is protected
innovators. That price is the temporary dilu- by long term contract, it would be clearly
tion of the principles of distributive justice, a injudicious to presume that earnings from the 
retreat from textbook fulfillment of Adam major export of the country would not fluc
Smith's canons of vertical and horizontal tuate. Brazilian coffee, West Indian sugar, and 
equity. The need for output necessarily takes Ghanaian cocoa are cases in point. Kuwait,
the edge over the justifiable demands for wel- however, with oil as its major source of 
fare. To him that hath even more shall be revenue would be in a very much different 
given in the interests of increased output but position! Except again for a country like 
not necessarily increased employment if capi- Kuwait and similar type exceptional econo
tal intensive methods (growth criteria) give mies as I have called then (See Table 3 
the competitive edge over employment above), export earnings are not likely again to 
criteria, be adequate for initial development needs. 

The consequence of this choice is the The developing country is therefore forced to 
emergence of the second great obstacle- the borrow from abroad-unless the country
attitude of the free trade unions. The trade wishes to exercise its freedom to remain 
unions in many developing countries are, by where it is. Burma chose to stay where it 
tradition, interested not so much in entre- was. 3 0 Tanzania sat out conditions. 3 1 Cuba 
preneurship but in distribution. 2 7 In a con- switched its foreign "aid" linkages and 
tinent like Latin America their attitudes are another modification in its hemispheric rela
reinforced further by the striking maldistribu, tionships is about to take place. Mexico and 
tion of incomes. The upper 5 percent of the Venezuela are about to become the new 
Latin American population account for 30 "donors" within Latin America just as the 
percent of the total personal consumption. USSR, China, Israel and the Arab world have 
The 50 percent at the other end account for become the new "donors" in Africa and else
only 20 percent. - 8 The trade unions then where in the developing world. International 
may not be willing to accept increased tax agency leading and the forging of more and 
burdens in the face of a policy, necessary more bargaining groups among developing 
though it is,to improve profit margins countries, shroud the extent ofexternal finan. 
through tax concessions and tax shelters to cial "dependence" but this hardly puts an end 
private entrepreneurs. And they may not be to the search for external supplementary 
willing to stay where they are wage-wise in the resources. Kamarck estimates that Africa 
interest of maintaining competitive export would need at least 1.5 to 2 billion dollars a 
prices and of investment of extra resources year of foreign capital inflow and technical 
into capital formation. assistance expenditures in the next decade. 3 2 

In theory then, tax levels in developing In 1972 net of official and privatetile flow 
countries can be raised to a level propor- financing from the Organization for Economic 
tionate with the GNP in the United Kingdom Cooperation and Development (OECD) to the 
and in the United States. But in fact since developing countries and multilateral agencies 
private investment matters and the aspirations amounted to some 1915 million dollars.3 3 

of the trade unions matter equally, the fiscal Two points are important here. First, the 
policy maker is forced into adjustment and escape from foreign financial inputs is not as 
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fast as "ideologically" conceived. The 
Japanese, in addition to a steel mill at 
Auburn, are said to have the best thorough-
bred racing enterprise in America. Fiat is 
doing business in Russia and tile Russians have 
a bank in Paris which they report is making a 
handsome profit! In the developing countries, 
the inputs are not only more massive but in 
many cases too critical for domestic comfort. 
United States bilateral financing to Latin 
America, for instance dropped from S372 rail-
lion in 1971 to S361 million in 1972. This 
decrease adversely affected Latin American 
investment resources and the Latin American 
capacity to import particularly capital goods. 
In turn. Latin America had to seek alternative 
and more expensive forms of financing and 
the opportunity costs had to be paid in terms 
of an increased external debt service. Second, 
lending money tends to be an extraordinarily 
conservative exercise, whether it be from citi-
zens it) their government, or government to 
government. or international agency to 
government, or a private corporation to 
government. The best terms which can be got 
would depend oil mutual bargaining 
situations. 

Whatever the outcome, one variable 
which would affect external investment flows 
would he the proved capacity of the develop-
ing country to deploy its domestic resources, 
however limited these are. 

Given the limits to manoeuvering, fiscal 
policy to proceed more smoothly requires 
that 

a. 	 the fiscal policy maker recognizes the 
strict limits to borrowing from abroad 

b. 	 exercises the greatest caie in deter-
mining and following through on 
priorities, judiciously balancing ex-
penditure for production and ex-
penditure for welfare. 

Borrowing 
Since borrowing seems unavoidable, fiscal 

planning involves guarding against an insup-
portable burden of debt charges on tie coun-
try's recurrent revenues. The Jamaica Plan, for 
instance, for 1963-1968 calculated that some 
68 percent of the total expenditure had to be 

covered by external loans. In Latin America, 
external debt tripled between 1960 and 1970 
from just over 7 billion to nearly 22 billion. 
The alternative costs are serious in that in 
some countries the service burden of external 
public debt amounted to over 20 percent of 
current export revenue. 

The principles involved here are very 
clear. Fiscal policy makers have to work out 
careful plans for the use of the expected loans 
and 	 for repayment. Debt charges have to be 
met whether the loans are soft or are raised on 
the 	 commercial market. A debt charge is an 
extra tax to be paid and may or may not con
stitute a disincentive. As a general principle. 
capital raised abroad has to be most carefully 
invested so as to meet these debt charges and 
still 	leave a surplus for development purposes. 
If this care is not exercised, badly needed 
domestic resources may have to be withdrawn 
from the economy to meet debt charges on 
foreign loans. 

The Need fur Debt Limitation 
Since debt burdens might become obsta

cles to sound fiscal planning, it might aid 
sounder fiscal policy if some limits were estab
lished to debt incurrence. The case of Puerto 
Rico is interesting in this regard. Puerto Rico 
under the Federal Relations Act was forbid
den to have a public debt "in excess of 10 
percent of the aggregate tax valuation of its 
property." Puerto Ricans did not throw this 
principle out of doors on the acquisition of 
Commnonwealth status and fiscal autonomy. A 
plebiscite in 1961 supported tie substitution 

in Puerto Rican law of a limitation of 15 per
cent of the annual revenues, averaged for 
every two fiscal years. These Puerto Rican 
provisions for debt limitation reinforce the 
security provisions for public debt under 
which all general revenues are available for 
payment of debt service and the principal and 
interest of the public debt of Puerto Rico are 
a first charge on all revenues of the Common
wealth. 3 5 The ratio of debt charges to the 
average revenues will certainly put a limitation 
law to an interesting test in many developing 
countries. 
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Loan Defaulting 

The paradox is that most developing
countries will depend upon a flow of external 
investment in order to improve significantlydomestically generated savings through
increased incomes and to reduce their depen,
dence on externa sources ofcapital. InPuertoRico the net use of external capital fundsamounting in 1947-49 to some 65 percent ofgross investment declined by 1959 because 
with the growth of Puerto Rican income, 
domestically generated savings had increased 
substantially. 

Loan defaulting can do serious damage to 
a country's image and to a country's chances 
of reaching an improved fiscal position. Per-
haps legal limitations to debt as well as legisla-
tion making debt repayment a first charge on 
general revenues may be useful fiscal innova-
tions. 

ExpendituresandDevelopment Needs 
Wide differences make broad generaliza-

tions with respect to expenditures impossible.
However it is clear that since economic 
development is the priority objective of fiscal 
policy, there is little elbow room for resources 
to be invested in areas other than in produc-
tion and infrastructure related to the assessed 
development needs of the country. Each 
country determines its own priorities but in 
every case alternative costs are involved. It is 
interesting to note that Ghana in 1973 spent 

the largest share 
 of its budget on
education-21 percent as against 8 percent for
national defense. On the other hand, Tanzania 

in 1973 spent as much for defense as it did for 

education. In Haiti, defense in 1972 absorbed 

25 percent of the budget, double the propor-

tion for public health and 
 for education 

respectively. 3 6 In the Dominican Republic in 

1961 military expenditure in contrast to 7.7 
percent for public health, 6.6 percent for 
education, and 6 percent for agriculture. At 
that time, 52 percent of the urban housing
units were sub-standard, and the rural areas in 
a worse condition: 83 percent of the urban 
population were without sewerage and 40 per-
cent of the population above 15 years illiter-
ate. In 1971, however, the Dominican 
Republic was devoting some 20 percent of its 

35 

budget to education. 3 7 In Argentina, Juan 
Domingo Peron left behind state-owned enter. 
prises operating in 1960 at a loss of 18.3 
billion pesos, and feather-bedding to theextent of a labor force of 75,000 workers,
whose numbers or wages Frondizi found itimpossible to modify in the interest ofstabilization. 3 8 Where aberrations of this kind are constitutionally possible, no effective 
system of progress reporting can be developed 
and wasteful expenditures go unchecked. 

Agriculture 

The importance of agriculture in develop
ing countries is self-evident. Because of this 
self-evident importance agriculture is tradi
tionally supported by Government. The plan
tations are supported as well as the peasantry
in differing ways. The plantation never ceases 
to be the focus of the taxation debate. In the 
case of the peasantry however, for one reasonor another, there are few areas where govern. 
ment subsidization demands a quid pro quo.
That qutid pro quo is to confront the peasant
with a reasonable tax which can only be 
covered by improved production. The absence 
of any such quid pro quo would constitute a 
waste of funds and a retreat from the priority
objectives of fiscal policy. Moreover, the 
industrialization of the countryside is essential 
to counteract both urban unemployment and 
rural depression. This requires a whole series
 
of incentives for rural development. 3 8
 

Misdirected Private Spending 
Any continued misdirected spending and
 

investment stands in the way of the principal

objectives of fiscal policy. Governments must
 
therefore devise reasonable discouragements

and encouragements 
 to attract spending and
 
investment 
 into considered development 
channels. In Trinidad and Tobago under their
original plan for 1964-1968, fiscal policy
aimed at supplying incentives to encourage
the substitution of expenditure on housing for
expenditure on drink and tobacco. 3 9 Fiscal 
policy must aim similarly at discouraging
investment in real estate, commerce, and over
seas financial assets in favor of investment in 
domestic manufacturing and agricultural 
industries. 



The Small Businessman 

The shortage of entrepreneurship is 
obviously an obstacle to more rapid advance 
in a developing society. Yet fiscal policy can 
help to remove this obstacle by greater sup-
port of the small businessman. Absorption in 
the affairs of the large local or foreign busi-
ness corporation is too generally accompanied 
by an indifference to the need for supporting 
and developing the existing cadre of local 
risk-takers. Fiscal support can be used to 
enable an increasing body of local entrepre-
neurs, with their more intimate knowledge of 
the country, to assume larger risks, and to 
gain competitive strength. Fiscal indifference 
to the "small man" appears as one of the 
important obstacles to be overcome in many 
developing countries, 

Conclusion
 

Fiscal objectives in the circumstances of 
developing countries represent a vital part of 
great national purposes. Unless the objectives 
of fiscal policies can command responsive sup
port, the aims of fiscal policy may remain 
ineffectual propositions on paper. Passions, 
according to interests, are generated one way 
or another by fiscal policies- for no one 
escapes the fiscal nexus. The only possible 
way of overcoming the retarding barriers of 
passion is through forging a high degree of 
consensus under which all interests are sensi
tively taken into account. Education once 
again can discipline the emotions and the 
tastes so that the efficiency, ingenuities, and 
restraints which fiscal objectives require are 
no longer looked upon as insupportable. 
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FINANCING DEVELOPMENT INSUB-SAHARAN AFRICA 
-A REAL RESOURCES APPROACH* 

BY 
C. P. CACHO** 

There isa noticeable gap between the cur-
rent notion of the main objective of develop-
ment activities in lers developed countries, 
and the conceptual framework which deter-
mines these activities. For decades, economic 
growth reigned as the supreme objective, 
More recently, the realities of experience 
based on this objective and of increased 
knowledge and appreciation of the nature of 
underdevelopment, have combined to dis-
place growth with the more encompassing 
concept of development. 

The trickling down process expected of 
the growth-oriented approach has often not 
occurred. Income distribution has tended to 
become more skewed, dualism more pro-
nounced, and the poor relatively poorer. De-
velopment emphasizes broadly-based social 
transformation and is more relevant to the 
needs of poor areas. Nevertheless, the change 
of objective risks have little real meaning if 
the concepts which influence development 
activities are not similarly changed. 

The most telling evidence of the lag be-
tween current thinking on development objec-
tive and consideration which determine de-
velopment activities, is the continued domi
nance of the mechanical Harrod/Domar type 
approach with its essential focus on growth. 
The basic concept of Harrod/Domar is not 
necessarily in conflict with development as 
the objective, however, the concept cannot be 
separated from the meaning it has acquired 
and from its application in practice. Both 
meaning and practico have severe defects for 
achieving broadly-based social transformation. 
Saving and investment tend to be viewed in 
purely financial terms. Insufficient attention 
is accorded to the development quality of in-
vestment. Given an assumed capital/output 

ratio the invariable emphasis is on additional 
investment capital. Other potential influences 
on development activity-such as the mobili
zation of human effort, the importance of or
ganization and management and the relevance 
of appropriate technology tend to be assumed 
away. 

The existe ;e of the lag is under
standable. It is easier to deal with figures of 
financial flows than with real resources. 
Financial flows fit more neatly into mathema
tical models. Activities such as the mobiliza

tion of human effort involve skills that econo
mists do not normally have. Despite the osten
sible recognition that there is an important 
role for the so-called peripheral disciplines, 
their collaboration has hardly begun to be 
sought. 

The acceptance of development as the 
main objective side by side with the continued 
pursuit of growth is unhealthy for the de
velopment process and therefore deserves par
ticular attention. The aim of this paper is to 

make a contribution to the remedy by sup
porting the notion of a real resource approach 
to financing development. 

Underdei'elopent and te 
FinanialApproach 

The scenario of underdevelopment and 
poverty that development activities are in
tended to transform bears sketching for the 
sake of perspective. In Sub-Saharan Africa 
75% of the population live in rural areas and 
are engaged mainly in peasant agriculture. 
Their productivity islow, they have little con
trol over their environment, food tends to be 
inadequate and of poor nutritive quality, 
housing is also poor, education and health 
services are grossly inadequate, underemploy

'This paper reflects the views of C. P.Cacho and not necessarily those of the World Bank, where he is employed.
 
A fuller version will include quotable references, other supporting information, and acknowledgments.
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ment is rife, there is little infrastructure, and 
in many countries there is a growing popula-
tion pressure on agricultural land. Another 
10% of the population live in urban slums in 
which the poverty created by unemployment 
and underemployment, makes the quality of 
life little different from that in the rural areas. 

macro-financial confines of the practice of the 
Harrod/Domar model, into a framework 
which allows a wider range of possibilities and 
opportunities for development. The main 
additional components to be explored are 
non-financial resources, the efficiency of use 
of real resources, and policies which minimize 

The remaining 15% are relatively more 
affluent urban dwellers engaged in industry, 
commerce, government and other services. 

The crucial question which such a situa-
tion might be expected to invoke is-"What 
actions are required to raise the level of wel-
fare of the poorest 85% as quickly as pos-

sible?" However, in many development plans 
and in the economic literature the question 
more frequently posed is-"How much invest-
ment-in financial terms-is required to 
achieve a satisfactory growth rate?" In such 
discussions, on the assumption of a "satisfac-
tory" rate of growth for the economy, a 
"reasonable" time frame, and a "plausible" 

capital/ output ratio, the calculations invari-
ably reveal that the capital requirement isbe-
yond the reasonable expectation of the level 
of financial savings of the better-off 15%, plus 
a "reasonable" level of foreign capital 

on the basis of existinginflows-all usually 
practices and institutions. The result of this 
exercise is to settle for a lower than satisfac-
tory growth rate. In terms of real develop-
ment activity, this calls for a few private yen-
tures and a few public projects in various 
fields, but always too few in number and too 
narrow in coverage of physical area and 
people to make more than a negligible impact 
on the welfare of the vast majority of the 
85%. For them life continues very much un-
changed, or may indeed deteriorate in relative 
terms. 

Underdevelopment and the 
Real Resources Approach 

This paper suggests that if the question 
were "What real resources are mobilizable to 
bring about social transformation in the short-
est possible time?" the context within which 
a reply is sought would be greatly expanded. 
The shift of emphasis from financial to real 
resources is not a semantic one. To think in 
terms of real resources is to move from the 

the call on limited financial resources. Due 
attention is also being given to the mobiliza
tion of financial savings from conventional 
sources, for the sake of symmetry as well as to 

air certain issues concerned with efficiency in 
the mobilization and allocation of financial re
sources. 

Non-FinancialResources 

Perhaps the most pressing development 
needs of the rural poor-the 75%-are higher 
agricultural productivity, roads, education and 
health services. There is a sizeable amount of 
untapped resources among rural peoples and 
in other sections of the society which could 
be mobilized to contribute to meeting these 
needs. Whether the opportunity cost of rural 
labor is zero, positive or even negative, has 
been the subject of academic discussion for 
many years. Those who have lived in and un
derstand the rural environment know that, 
given the prevailing technology, large numbers 
of man, woman and child hours outside the 
time required for the traditional chores of 
sowing, reaping, repairing huts and tools, are 
available for community projects such as 
building roads, schools and health centers, and 
digging wells. The argument that this potential 
effort isnot available because of preference of 
leisure is merely a convenient ploy to fit the 
situation into our theoretical framework. We 
have learnt rather belatedly that the rural 
African responds positively to price incen
tives-that he is no less rational a social being 
that his western counterpart. By the same 
token he will respond positively by contribut
ing effort to build rural infrastructure pro

vided he is convinced that he and his family 
will benefit from the fruits of that effort. 

There are examples in the few countries 
that have tried this pattern, of how the real 
resources embodied in schooled youth and 
community effort can be effectively 
mobilized to educate the rural masses, and im
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prove public health. Where necessary, learning 
is imparted by high school youth under the 
shade of trees rather than await the highly 
unlikely availability of finance to establish 
teacher training college, pjy trained teachers, 
and establish rural schools. 

The village young man or woman could, 

with a fraction of the cooperating financial 

resources required by existing institutional 

standards, be transformed into a farm demon-

strator, "bare-footed-type" doctor, or mid-

wife who in turn can help transform the 

village society. When rural peoples are con-

vinced of the benefits of these activities, they 

will supply the supporting real resources by 

increasing savings through reduced consump-

tion, increased output, or running down 

stocks, to help pay for the services of these 

and other agents of change. 


Vahe forMonelp 

The real resources approach is oriented 

towards first expanding the effective develop-

ment coverage of available financial resources 

before turning to additional financing. It 
recognizes that discussion of the needs of 
finance for development is as much a concern 
for getting more development per existing 
dollar, as with finding more dollars for de-
velopment. Indeed it makes more economic 
sense to achieve given development ends by a 
more rational use of existing financial re-
sources before seeking additional resources. 
Brief visits to many Sub-Saharan countries 
and a cursory reading of their budgets reveal 
ample opportunities for savings through more 
rational spending. A few examples will illustrate this. 

Many more schools could be bult without 
loss of nesessary practical durability and func-
tional efficiency if the unnecessarily high 
building standards were made more realistic, 
Many more miles of farm-to-market roads 
could be built if fewer underutilized highways 
were constructed. Many more rural health 
centers could be built and operated if there 
was less emphasis on monumental hospitals 
with high operating costs in the urban areas. 

Another category of activity with poten-
tial for releasing substantial funds for develop-
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ment comprises the usually deficit-ridden air
line and the military. In some countries larger 
amounts are devoted to military activities 
than to the capital budget of the state. flow 
much is enough for internal security and de
fense is clearly a delicate national mailer, hut 
is nevertheless worth exploring in any practi
cal search for additional financial resources 
for development, particularly in the severe re
sources situation of Sub-Sahara Africa. 

Yet another area where tie development
 
benefit from available finance may be vastly
 
increased, is the more rational deployment or
 
regional allocation of resources. Earlier. it was
 
indicated that about 75'/ of the development
 
problem is in the rural areas yet inordinately
 
large shares of resources are devoted instead
 
to the urban areas. For example, in one coun
try for which figures are easily available. sofle
 
70% of the entire established civil service and
 
53% of the established staff in agricultre are
 
stationed in the metropolitan area which has 
only 10% of the population. In aniother, file 
capital city-with 4'; of the population -has 
an overcapacity of hospital beds despite fite 
negligible supply of health facilities where 
90% of the population live. While the extent 
of this inverse relationship between allocation 
of resources and the siue of the development 
problem deserves study. the tendency is clear. 
A much greater cotmribution could he made 
towards the achievement of development as 
an objective, by merely redressing the balance 
of regional resource allocation. 
Some Issues in Al bilizing I"iancialResources 
A. Internal 

Apart from external capital inflows to hediscussed below, the only sure way to increase 
financial resources inreal terms for develop
ment purposes, is to increase savings-that is. 
to consume less from current production 
and/or increases in future producliorn in the 
monetized sector. It is also possible to do so 
by increasing the money supply. Ilere, how
ever, success depends on the capability to 
implement measures which constrain the addi
tional demand from becoming inflationary and 
from unduly raising imports particularly of 
consumer goods. This calls for a level of 
economic management that is yet to be at



tained in Sub-Sahara Africa, and should not 
be attempted until the required capability is 
acquired. 

The more rapid the rate of increase in 
monetized output the smaller the required 
sacrifice in consumption foregone relative to 
the increase in savings. Initially, in the as-
sumed closed economy situation, given an 
agreed reduction of consumption, savings and 
therefore finance for development will be in-
creased through raising output by using exist-
ing factors of production more efficiently. 
Better organization and management, more 
highly motivated extension work, improved 
marketing, a pricing system which does not 
tend to discriminate against, and therefore act 
as a disincentive to the farmer, are examples 
of efficiency measures that might be em-
ployed. As savings increase, the process be-
comes cumulative and higher levels of finance 
become available for development, 

Thie real resource approach is as con-
cerned with who saves as with aggregate 
savings, because to some extent the use to 
which savings are applied-that is, the develop-
wich suain f men,otent quality of investmuent, piay depend on 

who does the saving. For this purpose it is 
usual to identify three categories of savers-
tile public sector, business and individuals, 

Detailed infornation about income distri-
bution and the saviigs profile in Sub- Sahara 
Africa is so inadequate and unreliable that 
some of tile following judgments derived 
therefrom may be little more than con-
jectural. On the basis of tile accepted saving 
behavior of various income groups, there 
should be economic merit in the existing 
skewed distribution of persoal hiomeS, 
However, tile proneness of the medium to 
upper income groups for high consumption 
particularly of imported goods. may mean 
that the skewness of the income distribution 
results in not only a low savings ratio but also 
a high demand for imports of' consumption 
goods. If this is so, then the answer to in-
creased savings from individual incomes may 
lie in making it attractive for individuals to 
save through financial intermediaries by the 
lure of incentives such as higher interest rates. 
This method is likely to be successful how-

ever, only up to the point where individuals 
are sensitive to interest rates that do not make 
the concomitant cost of lending a constraint 
on development-oriented investment. If the 
response to reasonable savings incentive is 
inadequate, then portions of the incomes of 
high income individuals have to be taxed 
away by government and made available
directly for public or for private investuent 
through financial intermediaries. In doing so, 
care must be taken not to exceed tile level of 
taxation above which disincentive to effort 
begins to occur. 

Fiscal means are available to extract 
savings from lower income individuals also. 
For example, some countries have introduced 
an agricultural income tax to which even 
peasant farmers are liable. The other main 
instruments for raising the level of savings of 
individuals as a group, are institutional and 
incentive. A country like Ethiopia with a 
geographically fairly widespread banking net
work illustrates how by making financial in
termediation available, a sizeable potential for 
individual savings, even in poor rural areas. 
may be tapped. The bank-type institution can 
of course by supplemented by non-bank 
bodies such as cooperatives, credit unions, and 

savings clubs. The institutions provide security 
and convenience but may need to do more by 
way of offering a return that compensates for 
inflation and for deferring consumption. 

Finally, direct individual savings/ 
investment may be encouraged by facilitating 
the availability of capital inputs as catalysts to 
call forth counterpart funds and effort fron 
individuals. Examples of this type of catalyst 
are sites and services in urban areas on which 
houses may be built on a self-help basis. and 
the availability of plants and other materials 
for soil conservation in agricultural areas. 

Private B1usiness savings depend on 
distributable profits and corporate distribu
tion policy. Operational efficiency apart. 
profits may be influenced by government 
pricing and taxing policies. Given production 
costs and capacity, price control- which 
implicitly means control below market 
price-squeezes profits. In tie same way. some 
tax remissions reduce costs and help increase 
profits. The fiscal instrument may also in
fluence business savings through its effect on 
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distribution. This is achievable by making 
corporate taxation discriminate against distri-
buted profits. 

Business savings invariably do not always 
flow into financial intermediaries. They are 
often ploughed back or invested in other lines 
of business. On tile assumption that business-
men are profit maximizers, business savings 
are optimally used by businessmen in purely 
growth sense. If optimal business use and de-
velopment ends coincide, well and good. But 
they may not. Savings may be used to auto-
mate operations with inordinately high net 
social costs in terms of displacing labor with-
out adding much to productivity. Also, there 
is ample evidence that businessmen may seek 
to maximize egos rather than profits, and to 
that end may indulge in what in effect is cor-
porate consumption disguised as corporate in-
vestment. 

In countries that believe in private enter-
prise as an instrument of development, profits 
and corporate discretion in the use of 
corporate savings are integral parts of the 
system. Where these are in conflict with de-
velopment objectives, then it is for the govern-
ment to intervene as far as practicable to 
divert the flow of business savings into more 
development-oriented purposes. Some of the 
instruments of intervention have already been 
discussed. 

Direct government involvement in pro-
duction and trade is so widespread in many 
countries of Sub-Sahara Africa that the role of 
the public sector in providing finance for de-
velopment must be analyzed through its two 
separate parts-public enterprises and the 
government proper. 

Two features of public enterprises in 
Sub-Sahara countries are their relative in-
efficiency, and indecision about whether they 
are businesses in the normal sense or instru-
ments of income distribution. The effect of 
both features is to reduce savings in this sub-
sector. This suggests that there is a premium, 
if only for reasons of increasing contributions 
to financing development, on improving the 
efficiency of public enterprises. Indeed, ex-
perience suggests that improved efficiency in 
the subsector needs very much to start from 

the appraisal of proposals for public enter
prises. 

Prices which are important determinants 

of profits and enterprise savings are often cen
trally determined and in many cases at levels 
which may vary from below costs to mini
mally above costs. This is done in the name of 
keeping prices low for social reasons and of 
fighting inflation. In many cases it does not 
achieve the first of the two objectives since 
the main consumers are the higher income 
urban dwellers. The extent of the policy's 
effectiveness in fighting inflation is open to 
question. Insofar as such pricing policies con
strain the availability of financial flows for de
velopment, they call for serious review. 

The public sectorproper is a sizable and 
rapidly growing consumer but not a parti
cularly significant saver. Government saving, 
as conventionally calculated, is the balance 

after deducting recurrent expenditures from 
current revenues. Current revenues must grow 
faster than recurrent expenditures if govern
ment savings are to increase. Policy instru
ments may focus on either or both variables 
depending on the savings effect desired and of 
course on the impact of fiscal policy on the 
rest of the economy. Gevernment savings may 
be used directly to finance development pro
jects or, as indicated earlier, they may in part 
be channelled into financial intermediaries for 
on-lending for development purposes. 

Recurrent expenditures have grown rapid
ly in Sub-Sahara countries in recent years. But 
before adopting policies for controlling recur
rent expenditures in the effort to increase 
government savings, some definitional prob
lems should first be settled. 

The main components of recurrent ex
penditure as defined in country budgets are 
administration, defense and internal security, 
health, education, agriculture, other produc
tive sectors (e.g. industry and tourism) and 
infrastructure. The prevalence of underem
ployment in the public service gives the im
pression, at first glance, that savings may be 
available by reducing expenditures on admini
stration. On further reflection it is not so clear 
whether administration is unnecessarily large 
or whether the problem is one of inefficient 
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organization, management, and motivation, 
This requires study. Defense and internal 
security were discussed above. The amounts 
spent on these activities are so large and 
growing so rapidly, that they need at least to 
be kept in view in formulating policies for 
control of recurrent expenditures. While some 
spending on health, education and agriculture 
are of a recurrent nature and may give way to 
raising savings, many elements such as aspects 
of preventive medicine which directly affect 
productivity, vocational training, and agri-
cultural extension, are investments and must 
not only be spared if there are cuts in re-
current expenditures but should be recate-
gorized and considered for increased alloca-
tions. The observation is that although ex-
penditures on infrastructure, especially roads, 
may be increasing, the rate is too slow to 
satisfy the requirement for maintaining 
existing assets. This results in inadequate 
maintenance and leads to the wasteful con-
sumption of capital. A thorough review of the 
situation might well commend infrastructure 
maintenance for increased financial alloca-
tions. 

In summary, there is probably room in 
recurrent expenditure budgets to squeeze in-
creased savings for development purposes, but 
this should only be done after a detailed and 
thorough study and analysis of recurrent ex-
penditures. 

Raising the contribution of the public 
sector to finance development by increasing 
revenues, may be achieved through improving 
taxpayer responsibility, improving the effi-
ciency of the taxing and collecting machinery, 
raising the rates of taxes and charges, insti-
tuting new taxes and charges, and broadening 
the tax base. 

Large amounts of the taxes payable on 
the basis of existing laws are not being col-
lected largely because the habit of and respon-
sibility for paying taxes have not yet become 
established custom. Insofar as this is so, the 
problem may be attacked through propaganda 
and education. It may also be tackled by im-
proving the efficiency of the revenue 
machinery. Not infrequently, however, the 
deliquents belong to the power elite and their 

failure to pay taxes is deliberate. Where this 
exists the tax burden tends to be shifted on to 
those less able to pay and further skews in
come distribution. Available studies of tax ef
fort indicate that there is room for improved 
efforts in many Sub-Saharan countries. But 
apart from plans to increase taxes and charges 
and institute new ones, the efficiency of the 
measures and their implications for the rest of 
the economy should always be fully thought 
through and taken into account. 

Finally, government, like the private sec
tor, may help to develop or take advantage of 
local capital markets to borrow for develop
ment purposes by issuing bonds. As yet 
capital markets including financial intermedia
tion are largely underdeveloped in Sub-
Saharan countries. As the export of insurance 
premiums, profits and other outflows are in
creasingly restricted, the development of 
capital markets as instruments for mobilizing 
additional resources for development, assumes 
growing importance particularly in countries 
which are committed to largely mixed 
economies. 
B. Extental 

The extent to which resort is made to 
foreign capital for grants, loans, and equity 
financing for development, is mainly a func
tion of success in earning foreign exchange 
and of the management of such earnings. 
Foreign exchange expended on consumption, 

is clearly not available for capital goods for 
development. The fact that exotic and ex
pensive foreign cars and other evidence of im
ported luxury consumer goods abound in 
Sub-Saharan Africa is ample evidence of the 
need for more responsible management ofex
ternal reserves in the interest of development. 
The l too frequent disregard for local re

source availabilities in importing capital inten
sive technology where labor intensive techni
ques are both technically and economically 
feasible, provides further supporting evidence. 
Such wasteful use of external reserves reduces 
what is available for development. 

While there are opportunities for in
creasing external financing for development 
through improved management of resource 
use, greater possibilities are to be found in 
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increasing exports. Where there are no com-
modity agreements restricting output and sale,
the usually prevailing conditions of perfectly
elastic demand suggest that policy should be 
geared to raising and diversifying production
for export. This calls, ahiong other measures,
for higher priority for research particularly in 
agriculture, and for increased efforts to export
resource-based products in more processed
form. Turning to diversification, it is highly
probable that entering into or developing
non-traditional exports particularly of manu-
factured goods may be more demanding of 
productive efficiency and competitiveness
than traditional exports. Diversifying exports 
to increase foreign exchange for development, 
therefore seems to require a review of policies
of protection and concessions behind whichinefficient industries tend to be established. 
Ostensibly a purpose of such undertakings is
import substitution, but at times they are high 
in im port conten t and low in value added andeminploytmnt genera!tion. An ineffcient 
industrialese 
r 
 tionl s i ineffircprnindustrial sector is hardly thie setting for pro-ducing competitively for export. Of course 
o p e ra tions th a t qu a lifydustry simuilar on realis tic infa nt in and grounds should b~eel-

couraged. The many infants with negligible
potential for growing up are a constraint on 

export diversification. 


The development needs of Sub-Saharan
countries in terms of both capital and "know-
o w " are so enorm ous that, however effec tive 

the countries' own efforts, there is always

room for foreign participation to help

accelerate 
 the pace of attaining development
objectives. With few exceptions however. ex-
ternal participation has costs--economic and 
political. Capital lows are worthwhile only ifthe benefits they create exceed these costs. 
This is not always evident in arrangcments for
foreign participation. 

The export prospects of most countries 
are such that tley should seek capital inflows 
on the most concessionary terms available. 
This implies terms that include grants and
loans with low interest, long grace period,
long repayment period, and no lies. Time con-
dilion of' "non-tied" financing is crucial for 
the real resources approach to financing de-
velopment. What matters isnot the amount of 
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the capital flow but the appropriateness of the 
real resource underlying tile[low in terms of 
economy, suitability and overall development
quality. At times the equipment and the type
of skill that the supplying country may want 
to provide may be wholly inappropriate and 
uneconomic. This must be resisted. Suppliers'
credits are becoming a growing feature of 
foreign borrowing. The emphasis on con
cessionality suggests that this type of borrow
ing, which is usually short-term and carries 
high interest rates, should only be transacted 
as a very last resort. Suppliers'credits tend to 
raise the debt burden, adversely affect tlexi
bility of management by their demands on ex
ternal reserves and impair the country's credit 
worthiness. 

r I a mixed economy there shtld be 
ne forship. anagenent. "knowow" and
capital. Undoubtedly t-y canl make signit
ca ll( n du t el pme bn teycant contributions to devehlme~nt. but they 
may also have high costs. These include costlyconcessions. inappropriate technology, andforeign exchappge requirements to repatriate 

n
capralg a n re s i vien s s al ri a n d capital and pay interest dividends, salaries andolher 
costs abroad. As vitlh public capitaltlows the net benefit criterion does nt always
but should be made to be the determinantof 
whether foreign participation isdesirable. 

Po*eniivfi. Planig 
P lns prtsenl 

Planning as presently practiced in Sub-

Saharan Africa, derives 
 from the narrow
 
macro-economic frameworkovhich 
 in part has
 
its roots in growth as the objective. As such it
 
has severe deficiencies 
 as rminstrument for
 
attaning broadly-based development, 
 and is an inadequate vehicle for putting the real re
sources approach into cttect.
 

Current practice excludes the whole area
 
of available human effort embodied in surplus
rural labor and the adolescent school popula
tion, which could make a sizable impact on 
underdevelopment. An appropriate widening
of the framework would require a number of 
changes. Such skills as sociology and systems
management would need to be added to the 
planning organization. The pattern of highly
centralized planning would have to give way 



to some decentralization to enable the partici-
pation of rural communities that is so essen-
tial to the mobilization of their effort. The 
concept of planning as an activity for a few 
technocrats, mainly economists, whose main 
function seems to be to recommend prescrip-
tions from the capital city, would have to be 
broadened to include involvement in the plan 

implementation process. The important role 
of political leadership would require a much 
more active participation of political leaders 
throughout the entire planning cycle, 

At present, the objectives to be achieved 
by planningbprsenntteojeisheto be inchied
tend to couched rather 

general terms of which the most important is 

usually the growth rate. These general terms 

are invariably not broken down into tangible 

targets such as amount of increase in yield 

and/or total production of each crop by 

region, the increase in the number of func-

tional literates, and the number of miles of 
feeder roads to he built by region. The real 
resource approach ,ggests for thesege a need 
detailed targetsnrd the minitoring of their
achievement. WVork in thle field of statistics for 

planning would have to be organized to deal 

with these kinds of information. Planners' 

awareness of the development quality of re-

source use would need to be heightened, and 

priorities would require reordering to focus 

more on thle essential development problems. 

Finally. the narrower field of economic 
management within the overall planning 
framework calls for more attention and 

greater cooperation between central. planning 
organ, finance ministry and monetary.mauthor
ity, than seem to exist at present. 

Concinsion
 
T hi s paper is directed a 

practitioners-that is, at political leaders and 
bureaucrats involved with the problem of 
planning and mobilizing resources to improve 
the condition of life of the 85% as far across 
the broad as practicable and in the shortest 

possible time. The present approach with its 
emphasis on financial flows and little apparentcnenfrteqaiyo eoreueei 
denced for example, by the prevalent invese 

ratio of resource concentration to develop

ment problem, is unlikely to do more for 

poverty in the future than it is doing at 

prty in t f esta it ipdoin 

present makig at best a marginal impact. In 
some countries the number of persons
affected by total investment each year may he 
less than the addition to the population. The 
real resource approach is one hope for snatch
ing even a small gain from what in many cases
is a losing fight against human misery. The 
approach is demanding on leadership, disci
pline, sacrifice, and qualities to mobilize 

huan effort. Insofar usthere may be soft 
stae in the i may be nrl 

applicable. Where the coditions od attitudes 

are appropriate, it may be well-worth trying. 

The experience.of Somalia, while probably 
not exactly replicable elsewhere, is an 
example of what may be achievable. 

INSTITUTION BUILDING AND PLANNING,
 
WITH EMPHASIS ON PLANNING ORGANIZATIONS
 

BY 
W. W. MCPHERSON* 

In this discussion I shall draw heavily 
from direct experiences in the development of 
Pakistan's first five-year plan, personal obser- 
vations of, but not direct participation in, de-
velopment planning in several of the 
Caribbean and Latin American nations, and 
from extensive readings and discussions with 
numerous individuals. I have not had direct 
experience in Africa. Although no two nations 

are alike, I believe that there is a set of rela. 
tively common characteristics and coditions 
among many nations that can provide the 
basis for fruitful consideration of develop
ment planning problems. One of these 
features is a low level of organizational and 
administrative capability. 

Our topic for discussion is an extremely 
important one. During the early stages of de

*Gr.,fuate Research Professor, Department of Agricultural Economics, University of Florida. 
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velopment planning in Pakistan,- it was c-on-
cluded that the limitations on the economic 
-growth rate would not be labor, natural re-
sources, capital, nor financial capability; the' 
primary constraint would be the organiza. 
tional and administrative capability (Govt. of 
Pakistan, 1957, pp. 91-92). Subsequent obser. 
vations have led me to believe that thiqcondl-
tion is a rather general one. 

Another indication of the importance of 
our topic is the fact that nearly every country 
is engaged in development planning, although 
the planning process insome countries may be 
little more than annual budgeting of govern-
zient revenues and expenditures (IBRD,
1973). Before moving to a direct discussion of 
matters pertaining to organizations for de-
velopment planning, it will be helpful to dis-
cuss the nature and role of planning and the 
types of work to be performed. Development 
planning must be considered as an essential 
part of a continuous process that includes the 
selection of objectives and policies, program 
development, implementation, and continu-
ous 	 evaluation of progress and revision of 
goals and programs. 

For purposes of discussing development 
planning. I make a distinction between econo-
mic growth and economic development. Ac-
cording to Schumpeter (1947, p.2), economic 
growth occurs during any period when 
"... the trend values of an index of per capita 
total output of goods and services have in-
creased during the period." Lewis, in his 
Theory' ofJEconomic Growth (1955, p.9 ), 
stated that "The subject matter of this book is 
growth of output per head of popula-
tion... The definition must, however, relate 
to goods and services- 'economic' output, in 
the old fashioned meaning of 'economic'-and 
not to some such concept as welfare, satisfac-
tion or happiness." Thus economic growth is 
defined as a sustained or trend increase (not 
increases due to seasonal, cyclical, or random 
variations) in the real value of goods and serv-
ices per capita; i.e. real income divided by
population. Economic growth in these terms 
is a basic objective in nearly all development 
plans (Waterston, 1969, pp. 144-50). But in 
recent years the personal distribution of in-
come is involved also, and a common objec-
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tive 	 is that masses of the people in the lower 
income groups should share in the income 
growth. 

I shall now consider the concept of eco
nomic development. The real income 
generated in relation to population depends 
upon the quantity and productivity of the in
puts; i.e., Real income/population = F
(H,C,N), where H,C,and N are human, capi

tal, and natural resource inputs, respectively.
Economic development then refers to the de
velopment of these resources and organizing 
them in a way, that will produce economic 
growth. The distribution of income will be 
determined by the institutional arrangements 
as well as the productivity of the inputs. The 
objectives of development planning, then, are 
to provide policies and programs that will 
bring about continuous increases in the co
efficients of tileinputs to accelerate income 
growth and' that will create the structural ar
rangements to produce the desired changes in 
income distribution and social relationships. 
The 	key factor in the development process is 
the human element, for it is the human ele
ment that is the dynamic decision making 
factor that develops natural and capital re
sources as well as the human factor itself. 

By what means is development planning 
supposed to contribute to economic develop. 
ment and growth? According to Tinbergen 
(1958, pp. 3-4), "... economic development 
may be furthered by what may be called a 
'development policy'.... This development
policy would have four principal objectives: 

(i) 	 to create the general conditions 
favorable to development; 
fatoable te ve nment
 

(ii) 	 to acquaint the government itself, 
the business community, and the 
public generally with the potential
ities and advantages of develop
ment; 

(iii) to make a number of investments, 
usually of the 'basic' type;
 
usao te bas ic' type; 

(iv) 	to take measures designed to facii
tate and to stimulate private activ
ity and investment." 

There are other, or possibly more 
specific, purposes for development planning. 



A large share of the savings is managed 
through the government sector. Regardless of 
the feelings toward the roles of the govern-
ment versus the private sector, as a minimum 
the government will need to play major roles 
in the fiscal and monetary programs, in all 
phases of education and research, in transport-
ation, communication, information services, 
and in other programs that deal with the infra-
structure. This role means that the govern-
ment must play more than a passive role of 
allocating resources, it must also generate re-
sources to be allocated. A comprehensive plan 
provides a general framework within which in-
dividual project proposals can be evaluated 
more effectively in relation to alternative 
projects in terms of their contributions to 
multiple, and sometimes conflicting, objec-

tives of the nation. This matter has been en-

couraged or required by international flnan-

cial agencies since the early 1960's. 'Thus it 

probably is not a coincidence that most of the 

Lathn American nations reorganized old or 

established new planning organizations 
around 1962-1964. The quantitative features 
of a plan provide the means of testing for con-
sistency between such items as programmed 
inputs and outputs in total and among inter-
dependent industries and sectors, between re-
sources available and those required, and be-
tween programmed production and demand 
for consumer goods. 

There is no one form of organization nor 

is there any one structure in the government 

system that is likely to be most appropriate 
for all countries at all times. However, there 
are several matters that should be taken into 
consideration in each case. The general goals 
and policies must be politically acceptable and 
should be known early in the planning 
process. Thus the top authorities in the 
government structure should participate in the 
formulation of general goals and policies. 
Although the power to accept and reject goals 
and general policies must necessarily rest with 
the top authorities in the government struc-
ture, a professional planning staff can provide 
valuable assistance. Too frequently, the initial 
formulation of goals and policies reflect 
"needs" and "ideals". A professional planning 

staff can assist in reducing the goals and 

policies to more realistic levels by pointing 
out conflicting goals, by indicating the overall 
production and distribution capabilities, and 
by insuring that the matter of administrative 
feasibility is considered. 

To perform effectively, the planning unit 
must be placed in a position in government 
where it will have a high status level and 
authority. Economic development is a long
term operation. For this reason it is essential 
that the planning unit have stability in order 
that continuity may be maintained in the 
planning process. Yet, the unit should be suf
ficiently flexible to respond to change, in
cluding adverse changes that may occur sud
denly. 

Another important matter for considera

tion is to organize the planning unit in a way 

that will use a very scarce element, i.e., pro

fessional planning staff, most effectively. 

Also, the planning unit must be able to attract 

and hold top level professional staff. 

Development planning, even in its 
simplest form, is a complex operation and in
volves many units and levels in government 
and in the private sector. Thus coordination 
and cooperation are quite necessary. The 
means of facilitating this coordination and co
operation is something that merits very 
serious consideration when one is considering 
the matters of organizing a planning unit and 

where, within the structure of government, it 
should be placed. 

Most development planning units contain, 
and there is need for, an executive body and a 
professional staff. According to Martin (1971, 
p. 95), 

In a parliamentary system the 
policy decisions are usually made by 
a cabinet committee composed of 
ministers, often with the Prime 
Minister in the chair, and by the 
President in a presidential system. 
Such a committee consists of the 
whole cabinet or the heads of those 
ministries which are responsible for 
implementing the policy recom
mendations. ... Below the cabinet 
committee there is a central planning 
agency responsible for the overall 
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formulation and review of imple. 
mentation of the plan. 

I would add that the executive group In 
many countries also includes heads of other 
agencies, such as the central bank, and repre-
sentatives of various groups in the private 
sector, such as the coffee, sugar, and other 
industries. 

A major advantage of an executive body 
of the type described above is that the major 
policy making and action implementation 
bodies are represented. It stands high in status 
and authority. However, such a group may be-
come exceedingly large and decision making 
may by very cumbersome and slow. It in
cludes persons whose priorities on time may 
be given to other matters. In such cases per-
sons hold their positions on the executive 
planning body as a result of their primary 
position-not as a result of their interest or 
capabilities in development planning. More-over, in many countries this form of organiza-
tion may be very unstable, because of fre-
quent changes in government, as well as in-
flexible because of major interest in their 
fleiarybpoi o mplementation
primary position. 

When Pakistan established its planning or-
ganization in 1953 to develop its first 
five-year plan, the executive body was set up 
outside the routine government system and re-
ported directly to the Prime Minister. It con-
sisted of a Chairman and two members, one 
from West Pakistan and one from East Paki-
stan in order that two major political interests 
would be represented. Although the Planning 
Board was responsible to the Prime Minister, 
for planning purposes, for planning purposes, 
it was established as a temporary organization 
and for administration was attached to the 
Central Ministry of Economic Affairs. Staffing 
was still subject to most of the routine govern-
ment regulations, including salary levels. "The 
salaries which the Board offered well-trained 
candidates without seniority were not high 
enough to compete with either private in-
dustry or other alternative employees and 
attempts to get the Ministry of Finance to 
approve higher salaries met with little suc-
cess" [Waterston, 1963, p.22]. One source of 
staff was to acquire them on lean from other 

government positions. The Chairman of the 
Board was a senior civil servant who corn

manded extensive respect as a result of his 
very able professional capabilities. In addition 
to pre-partition civil service he had served as 
Governor of the State Bank of Pakistan and 
had been of Pakistan and had been most in
fluential in establishing a relatively efficient 
central banking system in a very short period.
"From the time the Planning Board was estab
lished in July 1953 until October 1958, when 
the military took charge, Pakistan had five 
Prime Ministers. None was ever in secure con
trol of Government" [Waterston, 1963, p. 
50]. 

Under the above circumstances of high 
levels of instability and uncertainty in govern
merit, unclear ties as to responsibility and 
authority between the planning organization 
and other units of government, a relatively 
continuous planning operation was carriedout, although there were delays due partic
ularly to problems of staffing, and coopera
tion and coordination horizontally and ver
tically among units of government. Also, irn

was interrupted frequently and
lagged far behind schedules. I doubt that the
 

planning operation would have been equally 
effective if it had been set up within any 
existing unit of government. 

Usually, when the planning unit is placed 
within an existing unit of government, it is 
located in the ministry that is responsible for 
the routine budgeting function. The justifica
tions for this location are that it tends to 
minimize the additional staff required, it is 
most likely to have the better trained staff, it 
is likely to carry tile highest level of status and 
authority, and it minimizes the problem of 
separating development from routine budgets. 
However, according to Waterston 11969, p. 
490], 

The most important argument 
against putting a planning office in a 
ministry of finance is that a planning 
agency's approach to development is 
fundamentally different from that of 
a ministry of finance. Rather both 
approaches are useful and necessary. 
It is true that a minister of finance 
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must be a friend of a central planning 
agency if a plan is to be coordinated 
with the budget, but this does not 
make it necessary or desirable that he 
be its boss! 

A number of countries have established 
planning units as a new and an additional 
ministry in order to separate the planning unit 
from the traditional system of government, 
but, as indicated by Waterston [1969, p. 
490], planning ministries have not proved to 
be successful because other ministers were not 
willing to grant a new minister of equal rank 
authority over their own affairs. In a number 
of cases that I have observed it appeared that 
the original ministers viewed the new arrange-
ment as just another obstacle to be overcome 
in the decision making process. 

Another possibility is to establish the 
planning agency as an autonomous agency 
outside the regular government system. But, 
again as Waterston [1969, p. 489] had indi-
cated, and I agree with his observations, "A 
planning agency must be a government body 
if it is to express government policy. ... 
experience shows that the establishment of an 
independent planning agency often leads to its 
isolation from the rest of government, con-
fusion of responsibility, unproductive rivalry 
and wasteful duplication." 

At this point I shall indicate what I would 
suggest as the minimum role of a planning 
staff and how it might be structured into the 
system of government in a ' typical" situation. 
The central planning staff should consist of 
the necessary number of persons with qualifi-
cations to prepare working papers on the 
major policy issues, assist the executive plan-
ning body in formulation of goals, provide the 
general framework for sector program de-
velopment, to synthysize sector programs by 

insuring consistency among sectors and be
tween goals and proposed programs, insure 
consistency between resources available and 
demands for resources, and to evaluate 
progress and determine appropriate actions to 
overcome barriers to progress. This staff 
should be located as a special unit outside the 
regular structure of government and should 
report to the executive body of the planning 
organization. 

Detailed project and program develop
ment should be done by those organizations 
that will be implementing the development 
programs. In this arrangement, there is a lack 
of direct control by the central unit. On the 
other hand it may make more effective use of 
scarce professional personnel, reduce duplica
tion and insure that those who are responsible 

for action will participate in the planning 
operations. Thus those who are responsible 
for action should develop a more intimate 
knowledge of what is to be done and are 
likely to be more cooperative in the imple
mentation phase than would be the case 
where they are asked to implement a program 
that someone else has developed. Modification 
of the above suggestions can be made when 
justified by differences in individual situa
tions. 

In agriculture, if a program is to be effec

tive, it must influence the decisions of 
thousands or even millions of farmers. Amost 
difficult problem is how to structure the de
velopment agencies down to the village and 
farm level. In view of our limited time, I shall 
not go into this matter here but shall close by 
highly recommending the reading of material 
previously prepared by Green [1968, pp. 
267-302] on the subject of "Organization for 
Local Development in Low-Income Coun
tries." 
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PLANNING ECONOMICS DEVELOPMENT 
AND THE ROLE OF INSTITUTIONS 

BY 
0. T. BROOKINS AND M. S. JOSHUA* 

I. INTRODUCTION periences over the past twenty-five years, are
 
we fow better planners?"
Sir W. Arthur Lewis wrote two and one-

half decades ago: "The truth is that we are all We are not prepared to give an un
planners now."' Since then our experience 
with planning throughout the world has had a equivocal answer to this query, but we do 
rather sobering effect on us as we have experi- watro suessful hat amj hopor 
enced numerous frustrations and even failures, improved, successful planning lies in i tprov-
These experiences with planning and the De- ing our understanding of the roles of institu
velopment Decade that was not have caused tionin Th pese of dvomen andus Itohe morc reflective and have prompted 	 planning. This means we must broaden our
 

concern from 
 a narrow consideration ofwriters to evaluate our experiences in a num
ber of articles and books. 2 Despite setbacks in 	 capital/output ratios, capital and human in
planned development, it is still the case that 	 vestment, shadow prices, input-output tables,
throughout the world there is a continuing 	 an ote tchcric ocps.Nw echroghottle tolnningefo actiing wish to emphasize that our concern isnot thatnicdeveloment. I forahesgmanyg ex- economistsn o m ic d eve lo pm en t. In man y 	 must become sociologists, psyw ays these ex- h l g s , poi ca s ie t ts r an o h r
 
periences make planning more essential than chologists, political scientists or any other
befoe,ugencor teofour eedto rise kind of social scientist. Economists already
the standard of living formillions persists. have the analysis capable of a fuller understanding of the processes of planning and de-

What economists and others should have velopment. We must pay more attention to 
said in response to Lewis' statement was: how economies work. i.e., concern ourselves 
"Yes, we are committed to planning as the with the working of economic institutions and 
path to more rapid economic development, structure. Sociologists and political scientists 
but do we know how to plan?" 'his question have long considered institutions vital, but 
is generally answered in the affirmative with- their concerns have tended to be a bit too 
out many qualns, based primarily on our re- philosophical or metaphysical to be of much 
sponse to war-time preparations and rebuild- use to economists. 3 Understanding the social, 
ing war-torn countries. Unfortunately, the psychological, political, or religious signifi
majority of the skeptics were ideologically cance of institutions can be interesting and 
opposed to planning; and, therefore, advo- important for the economist. However, unless 
cates of planning tended to dismiss their he comprehends the economic implications of 
critics' skepticism as being solely based on these facets, he is no better an economic 
ideological and political opposition to planner or policy maker with this knowledge 
socialism or other such "revolutionary" ideas. than without it. Economists are to remain 

Twenty-five years, hundreds of failures economist. They are virtually useless as 
and frustrations and billions of dollars later, sociologists or political scientists. They must 
we are still facing the issue of whether plan- become better economists by breaking away 
ning is needed It)achieve rapid economic de- from narrowly-conceived technocratic con
velopment. The question we must ask our- cerns when they are concerned with economic 
selves at this Conference is: "Given our ex- progress in less developed countries. 

*Assisiant lProfessor t Economics, University of Notre Dame and Research Associate and Associate Professor 

of Iconomics, iERI), Virginia State College. 
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11. On the Nature of Planning In Less- In developed countries where this type of 
Developed Economies planning is practiced, the institutional struc-

There have been numerous writers who 
have written on the nature and purposes of 
planning.1 In general, planning is a complex 
and many faceted phenomenon. In essence, it 
can be looked upon as -amachinery for syste-
matically selecting the best alternatives to 
achieve specific goals. This machinery is a 
decision making instrument designed to estab-
lish a relationship between means and ends 
with the object of achieving the latter by the 
most effective use of the former. 5 The pur-
poses to which this machinery is put are 
many. They range from the preparation and 
execution of a single program to the manage-
ment of a region or a nation. There is also 
some variety with respect to the time perspec-
tive in which the planning process can 
operate: it can be temporary to meet the likes 
of an emergency situation; or it can be long-
lasting as in the case of national planning for 
economic growth and stability, full employ-
ment or economic development, 

Our concern here is with economic plan-
Ourgngnernd eesowimecnomplan- i 

ning in general and development planning in 
particular. Experience with planning in less 
developed countries (LDC's) has brought new 
information about the structural problems of
such economies. In the light of this new ex-

perience, a reappraisal of past and current ap-
proaches to development planning seems in 
order. This reappraisal is likely to call into 

question the underlying assumptions of past 

approaches and result in a narrowing of the 
gap between the theory and practice of plan-
ning. This can only be done, if care is taken, 
to develop a planning mechanism that is sensi-
tive to the conditions in the environment in 
which it is to apply. 

Experience has taught us that it is impor-
tant to make a distinction between anti-
cyclical planning, which is related to stabiliza-
tion policy in developed countries, and de-
velopment planning which concerns the re-
structuring process in LDC's. This distinction 
reflects a difference in kind, and the planning 
seeks to achieve full employment of resources 
and social and economic progress through the 
existing institutional framework of society. 

ture in both the private and public sectors is 
already in place and is generally more suitable 
for dealing with the kind of adjustment prob
lems that arise. Development planning deals 
with economies which are beset by a variety 
of problems. Many of these problems can be 
traced to fundamental structural imbalances 
such as under-employed and unemployed re
sources, balance of payments difficulties and a 
variety of bottlenecks which tend to impede 
production and distribution. More important
ly, the institutional infrastructure which is re
quired to provide the intersectoral linkages, 
for the most part, is lacking. If it is estab. 
lished, the infrastructure tends to be either 
inappropriately operated or inappropriate for 
the environment. 

These fundamental defects of the socio. 
political and economic environments of LDC's 
make it mandatory that fundamental struc
tural changes be considered as a necessary part 
of the process of development. They explain, 
in part, why many governments in LDC's re
frain from allowing the market to allocate re
sources. They also explain why governments, 
one after another, have turned to economic 
planning to attain what they have conceived 
as desirable social and economic goals-the
transformation of institutional arrangements 
considered inimical to the expansion of 
productive forces and the establishment of a 
moruite and ae societ 

Many economists feel that there is a crisis 
in planning and a lot of time and resources are 
being spent on efforts to develop new plan
ning techniques. While new techniques and ap
proaches may enhance the efficiency of the 
planning process, there seems to be a more 
urgent need for planning experts to bring their 
theories and techniques down to earth. 
By being less oblivious, especially at the 
formulation and implementation stages of 
their plans, the appropriate institutional 
infrastructure must exist before a plan can be 
efficiently implemented. In a real sense, the 
planning process can be likened to an umbili
cal cord that ties the institutional infrastruc
ture to the environmental changes which con
stitute development. In the process of conven
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tional planning the umbilical cord is severed, the characteristics of less developed and de
and the planning is done, for the most part, in veloped economies has tended to lead econo
a vacuum where planners' preferences for 
internal consistency supersedes the need for 
practicality and feasibility to such an extent 
that in some countries economic planning 
presses on without adequate attention to 
social, political, spatial and ecological aspects 
of the choices being made. 

One conclusion seems inescapable: the 
objectives found in traditional plans are 
often inappropriate for solving social 
problems. That is why Waterson 6 has sug-
gested an alternative approach to planning 
that focuses on planning from below as 
against planning from above which is 
characteristic of the conventional approach. 
This alternative approach has a built-up 
mechanism for identifying and solving the 
problems inherent in the social situation. Lack 
of such a mechanism makes it difficult to con-
nect objectives and targets to basic social 
problems in need of solutions. Rather than 
face the basic social problems directly and 
work out the appropriate strategy and institu-
tional arrangements for their solution, the 
conventional planner approaches tie solution 
in a roundabout way. It might well be a 
simple matter to determine analytically how 
fast the GNP must grow in order to raise per 
capita income by a given percentage, but a 
much more complex matter to work out the 
interplay of institutions and other critical in-
puts to bring about the appropriate growth 
rate and the resulting distribution of the incre-
ment. It seems that it is this latter problem 
that planners would want to solve. The former 
approach is a classic example of a planning 
approach in which needs serve planning rather 
than planning serves needs. 

Ill. 	 Transplanting Institutions: A Theoretical 
View 

Although it has not always been explicit-
ly recognized, the kind and nature of planning 
utilized crucially depends on one's conceptu-
alization of the process(es) of economic de-
velopment. Given our state of knowledge of 
these processes, it is not too surprising that so 
many of the existent problems with planning 
remain with us. The emphasis on observing 

mists to focus on determining the unifying (or 
rather presumed) causal factors. It is a grossly 
simplified view but still illustrative to note 
that 	alternatively, manufacturing, education, 
technological change, social change, political 
change, investment, finance, cottage in
dustries, agriculture, mechanization, etc., have 
been advocated as "the key" element in eco
nomic development. Planners were then 
obliged to plan attainment of these objectives. 
Time and again plans based on these elements 
have gone awry. Why? 

Economists have often concentrated on 
the ends and numerical objectification of eco
nomic, historical and institutional processes of 
development rather than the processes them
selves. 

Having disregarded the historical and in
stitutional natures of economic activities we 
tend to measure economic progress and de
velopment by labor-capital shares and ratios, 
capital-output ratios, rates of price changes, 
interest rates, degree of financial intermedia
tion, etc. Viewing economic activity through 
such a narrow framework has meant that 
economists have overlooked the possibility 
that much of what we observe, when we 
observe developed economies, are the mani
festations of much learning-by-doing that has 
taken place as economic actors have partici
pated with each other in continually evolving 
economic institutional contexts. Economic 
historians have generally been aware of this 
potentiality that economic progress is inti
mately bound up in the learning by partici
pating and the evolution of new institutional 
forms to cope with a changing economic, 
social, or political environment. 7 

Now if learning and evolution takes place 
during economic participation, this raises the 

question of whether it is feasible or efficient 
to "import" economic forms or plan econo
mic development and thereby by-pass, entire
ly, the experiences that occurred in the now 
developed economies. Tile presumption has 
been, hevetofore, that transplantation was not 
only desirable but also efficient. However, 
with the evidence we have seen on the failures 
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in many nations, we must pause to ask why 
some have succeeded in importing institutions 
and others have failed miserably. The answers 
given are usually that the successful importing 
societies' traditions (political, economic, and 
social) were similar to, and the unsuccessful 
ones different from the original society. This 
is tautological and provides no real nder-
standing of what has happened or is likely to 
happen. Besides, it isnot an obviously correct 
appraisal of the situation. Economists must 
determine why and how the differing social 
and political environs have been disrupted by. 
and in other cases aided by, the economic 
forms and organizations that have been trans-
planted. 

Perhaps, the problem stens from our 
failure to account for the dynamism of econo-
mic processes, societies, and institutions. If we 
look back over history we cal see that most 
of the current editions of economic structures 
and institutions represent tile product of con-
tinuing change and modification of several 
decades or centuries. Transplanting such struc-
tures in poor economies that have not experi-
enced any of the kinds of economic stresses 
and events that led to their development ori-
ginally is apt to be doomed to failure or, at 
least, frustration in the new environment. This 
can result because individuals and institutions 
in the new surroundings have not had the 
benefit of the learning or tile adaptation that 
takes place with participation in earlier forms 
of activity and structures. 

The prognosis proffered here is not to be 
interpreted to mean that transplantation isii-
possible, nor should it be construed to mean 
that cultures, traditions, and institutions must 
be homogeneous if development is to occur. 
What we wish to emphasize here is that tie 

duplication of existent forms and types of 
economic structures and activities is not suf-
ficient (and probably not necessary either) for 
development planning to be successful. Plan-
ning aims to telescope decades or even 
centuriqs of learning and evolution into a 
much shorter time period; and the images are 
likely to become distorted if one isnot careful 
of focusing. 

IV. 	 Concepts of Economic Development and 
The Role of Institutions 
Regarding institutions' role in developing, 

W. Arthur Lewis' The 77hor, of Econonic 
Grow?,8 , perhaps, remains the most definitive 
treatment of the general outline of the roles 
institutions play in development. Most of the 
work in this area has been done by sociolo
gists and political scientists. with some recent 
work being done by agricultural economists. ') 
The economists who have dealt with this 
problem on an analytical level are generally 
"new economic" historians. but at present 
little headway has been made in the effort to 
develop a theory general enough for wide use 
but capable of use in analyzing particular 

cases. Another key book is that of 
Powelson I in which lie develops a theory of" 
institutions built around the assumption that 
the process of growth and development is 
principally one of inducing conflicts that imust 
be resolved or managed by institutions. In 
many respects his theory seems to parallel 
Ilirschman's theory of development 2 built 
on the concepts of' stress inducing and stress 
relieving as the prime movers. UnCortunately. 
much of the work in this area oten isad h,,m. 
so we have much work remaining before oper
ational analysis is available. Davis and Notth 
and Powelson have made some needed 
progress but their works have far greater ini
plications for the evolution, growth. and de
velopment ofeconomic instilultions. 

V. Institutionis in Development and Planning 

Vital questions remain as to what the 
nature and role of institutions are in the de
velopment and planning process. The primary 
issue is probably whether institutions are 
manifestations of sets of values or coter
minous with sets of values. Whether institu
tions exist apart from some general set of 
values may offer Lts the explanation behind 
tile frequent failure of transplanted inslitu
tions. If a given institution does not exist, ex
cept within a particular value system then 
transplantation is more difficult and impos

sible, except if we transplant the underlying 
value systeni(s). This view seems etlno-centric 
and even imperialistic and exploitative be
cause it implies that there is only one true 
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,iath to development-that followed by the 
exporting society. It implies that less de-
veloped economies will remain so until they 
pattern themselves along the lines of de-
veloped ones. We reject this conclusion. 

By taking an exceedingly narrow and 
self-serving view of development planning and 
institutions, developed nations have fore-
closed on the notion that indigeneous institu-
tions can and should be developed to achieve 
development. We have implicitly (and will-
fully) insisted on duplicating our experiences 
though admittedly telescoped into a much 
shorter time period. Given the diversity of cir-
cumstances and creativity of mankind, it 
seems far-feclied that institution and nation- 
building must copy existent ones. Perhaps, the 
failure of transplanted institutions is due not 
to the failure of the recipient societies or the 
institutional structures being unsuitably in-
tlexible, but rather because advisors have in-
sisted upon maintaining the transplanted insti-
tutions intact. Is it not reasonable to expect 
that since the current institutional form 
evolved front a dymanic process that they are 
adaptable'! 

Institutions have several dift'erent capabil-
ties so it is not sufticient to establish them in 

order to achieve certain objectives. Their capa-
bilities vary from one economic environment 
to another. They must be given clear direction 
as to what objectives they are to work toward. 
For example. banks can foster or hinder eco-
nomic growth, and markets may facilitate or 
hinder the spread of trade and competition. 
The objective of planners and policy mmust 
be to identify objectives and those institutions 
which are able to effect the changes desired 
and then undertake the policies that maximize 
the likelihood that the institutions' work to 
those ends. 

We have mentioned the dynamism of in-
stitutions and their ability to produce 
changes. However, we now wish to indicate 
that institutions not only enable or induce 
changes, institutions may facilitate main-
tenance of the status quo and, perhaps, this is 
most often their role. Institutions can be built 
solely to eliminate change or to preserve an 
ordering of events and situations that were 
attained in the absence of institutions, 

Just as institutions may serve as the prime 
movers of economic progress, they may spring 
from economic progress as well as result in 
economic progress. The emphasis on institu
tion-building as a means of attaining develop
ment can be misplaced if planners come to 
regard development as the product of the 
hierarchy of institutions, and therefore, one 
should not fall into the trap of' exclusive ad
vocacy of institution-building as the route to 
development. Institutions are no more a 
panacea than capital investment or industriali
zation or import substitution or moderniza
tion of agriculture or social change or political 
modernization. Perhaps. all of these have a 
functional role in the development process. 
but no single one can, by itself, produce de
velopment. 

IS en ing Note onsDevelont
 
Planning and Te Role of Institutions
 
The viability ot' tile process that now coll

stitutes development-or rather modernization 
or depauperization-depends on deliberate 
measures on the part of the central authori
ties. The institutional framework must be put 
in place and the ground rules for its operation 
devised. 

The interplay between planning, institu
tions and development can be conveniently 
illustrated if the discussion is slanted in terms 
of a particular type of institution such as a 
credit system. The first issue that can be 
raised concerns the role of (say) the credit 
system in a LDC. In the first place, such a 
system must mobilize and provide for em
cient allocation of resources between sectors,between regions, and across income classes. 
Secondly, it must finance the needs arising 
from modernization-e.g. industrial develop
ment and the concomitant development in the 
agricultural sector. Thirdly, it must mobilize 
and disburse the savings that are generated 
from the overall income growth. Finally, 
it must play a significant role in the moderni
zation process by broadening the partici
pation of the masses in the various social 
processes of advancement. In a real sensethese are a diverse group of functions and the 
extent to which credit institutions (especially 
newly created one) in LDC's can perform 
them effectively depends on: (1) national 
commitment of governments to effective and 
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comprehensive planning; and (2) the availq-
bility of the organizational abilities and skilled 
human resources required to create and nur-
ture the appropriate institutional infrastruc-
ture. 

The effectiveness of institutions can be 
measured by the extent to which structural 
imbalances are eliminated as a result of the 
development of an institutional infrastructure. 
Proper planning enhances the institutional 
infrastructure and depends on it as well. The 
appropriate kind of infrastructure tends to in-
crease the accessibility of the masses to credit 
and market facilities. This increased accessibil-
ity is an outward and visible sign that the in-
stitutional infrastructure is having the desired 
developmental effect. The existence of this 
effect means there is a greater likelihood of 
the optimum use of resources and develop-
ment of the economy. 

It is important to bear in mind that the 

physical presence of an institution is far from
sufficient to achieve the development goals.
sufct to evey tedevaeapropmn te 
What is generally needed are appropriate 

credit policies, reorganization of the agri-
cultural sector, and other structural changes in 

the economy. These changes in themselves 
will make the given resources more productive 

as well as provide a more favorable climate for 
intersectoral linkages, 

VII.Credit Unions as an Example of lnstitu-
tional Roles in Development in Ghana 

In concluding our presentation, we would 
like to briefly discuss an example of institu-
tional innovation currently being attempted in 
Ghana. This example illustrates the possibility 
of making institutional changes in a develop-
ing context. 

depth to allow for effective open market oper. 
ations. Recently, past experiences in this area 
have not been too heartening, for despite 
genuine continuing efforts most developing 
nations cannot rely on the use of conventional 

monetary policies to produce the same quali
tative effects as identical policies might effect 
in a well-developed financial market setting. 

Provision of adequate credit facilities and 
mobilization of the savings of the masses re
main a problem and goal in developing 
nations. One function of planning may be to 
correct this problem. The high cost of servic
ing small accounts is often cited as the reason 
for commercial bankers and even special de
velopmental bankers failing to provide credit 
to the thousands of small farmers in develop. 
ing nations' rural areas. The credit union 
seems to offer some hope for providing ade
quate credit to farmers at reasonable cost 
since its cooperative organizational structureinealzsm yoftectsfprvdg 

itnaia s wity ohercoopra
credit on a small scale. As with other coopera
tive ventures, they may offer greater prospects
ta te om fognzto fcei 

than other forms of organization of credit 
facilities because they also increase their inem
bers' opportunities to learn economic and 
managerial skills and literacy. 

The credit union as a financial institution 
is concerned with controlling the size, speed. 
timing, and direction of financial flows. It is 
this kind of control that is often needed and 
sought in planning development. Current 

levels of savings may already be sufficient for 
the economy or particular sectors, however 
the credit union can mobilize savings and ex
tend credit so that more efficient usage of the 
funds is assured. They also can provide train
ing in financial matters to their members and 
foster a spirit of cooperativeness which is 

Thezimotanceo and eedcrvelopmentoften desirable in the developing and planningmobilization and development has been long contexts. 

recognized by economists. However, econo

mists have tended to concentrate on repli-
cating financial institutional structures in less 
developed contexts so that orthodox mone-
tary and credit policies can be practiced with-
out much difficulty. Thus, a major mission 
often given to newly formed central banks has 
been to create and develop credit and money 
capital markets of sufficient breadth and 
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The successful establishment of credit 
union in Ghana to mobilize greater savings 
illustrates the possibility of transplanting insti
tutions from other environments as part of 
the developmental planning effort. Problems 
do remain within the credit union movement, 
but efforts to improve the situation continue. 
The organizers realize that it is not enough to 



establish institutions paralleling those in the 
U. S, and elsewhere. As is often the case, the 
new environment may dictate the need for in-
novational changes in the original operating 
rules if the transplant is to survive and contri-
bute meaningfully to the developmental 
effort. 

The needs of credit unions differ and one 
manifestation in Ghana is the fact that rural 
units have tended to have surpluses while the 
newer urban units tend to be fully loaned-up, 
The outcome is that a large volume of savings 
are lying idle. Part of the problem is that there 
are no substantial opportunities to invest in 
short-term credit instruments of businesses or 
government in Ghana. 

avesavenglopingeniesy n ill-afftordahave savings lying idly in one sector and 
shortages developing in others. This kind of 
fragmentation must be eliminated if develop-
ment is to proceed smoothly. The Ghana Co-
operative Credit Union Association realizes 
that it must reduce this kind of fragmenta-
tion, which results from the highly localized 
nature of credit unions as normally conceived. 
One way of dealing with the problem may 
have been to broaden the membership criteria, 
but this move might have destroyed the move-
ment by eliminating the personal nature of 
the unions. Instead, the Association has pro-
posed and organized a rudimentary central 
banking instituition for credit unions in an 
effort to facilitate greater integration of the 
units nationally and to tap un-utiliLed savings 
while providing additional income-earning op-
portunities for members. 

Tle proposed Central Fund is a pioneering 

effort at institutional innovation, for as John 
Croteau, 13 a leading authority on credit 
unions, has argued- "a major shortcoming of 
the credit union movement has been its failure 
to form a central banking and regulatory 
agency." Under the Central Fund arrangement 
surplus units would be able to make funds 
available for investment or borrowing through 
a centralized agency that would manage the 
funds entrusted to it, with interest to be paid 
on the funds made available. 

The concept of the Central Fund certainly 
falls short of a complete central bank. How-

ever, it may represent a beginning in much the 
same way that currency and marketing boards 
paved the way to full-fledged central banks in 
former colonial areas. At present, there are no 
concerted plans for the expansion of its func
tions, but if it proves successful it may eventu
ally be expanded to provide a full range of 
central banking services to the societies. In its 
present form, it will create opportunities for 
the geographical mobilization of idle savings 
and can serve to integrate the financial aspects 
of the societies. As the movement itself ex
'pands, a greater proportion of the population 
will - participating in the credit market and 
thereby subjected to money and credit poli
cies of the central government. Funds ac
cumulated by the Central Fund may be used 
to purchase corporate and government billsan bod admythrypovesal 
avers a o r i ter n the highe 
rates of return that characterize the bills and 
bonds markets. At present, surplus funds are 
held idly or are invested in low-yielding 
savings accounts in commercial banks. 

If the Fund's activities are limited to 
transferring idle funds to deficit areas they 
will still lead to greater efficiency in the em
ployment of savings since a higher utilization 
rate can be obtained and funds can flow into 
geographic areas where real rates of return are 
highest, since returns would tend to be highest 
where borrowings were greatest. Economies of 
scale may also be realized once the larger 
volume of funds is made available. These gains 
in efficiency may be mitigated if a ceiling is 
placed on rates payable. Successful operation
of the Fund may lead to real gains in national 

economic unity by exhibiting the possibility 
of successful large-scale cooperating among 
small cooperative bodies. 

The creation of "special" purpose de
velopment banks and credit facilities have 
tended to fragment finance and credit markets 
in an effort to provide credit to those activi
ties in short supply. However, cursory obser
vations suggest the problem of rural credit re
mains. The credit union movement may pro
vide for rural credit needs of small farmers 

and the Central Fund can provide geographic 

integration within the credit union movement 
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and thereby facilitate more efficient utiliza. provide needed backing and stability to the 
tion of savings by mobilizing idle funds and fledgling credit union movement. It is impor
increasing the volume of credit available to tant that guarantees of continued operation of 
credit union members. Successful operation of the societies be made and, perhaps, the Cen
the Fund may eventually lead to a genuine tral Fund will be what is needed-in Ghana, 
central bank for credit unions which could the U. S. and around the world. 
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Planning: Lesson ofExperience, 1965. See also: Stephen Enke. 
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4See for example, E. S. Mason, Economic Planning in Underdeveloped Areas and W. A. Lewis, Develop.
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13See: John Croteau, Book Review of The Credit Union Movement: Origin and Development, 1850-1970.
 

Written by Moody and Fite... Appears in the Journal ofEconomic Literature, Vol. 10, No. 4, December 1972, 
pp. 1236-1237. 

POPULATION DECENTRALIZATION
 
AND RURAL DEVELOPMENT PLANNING
 

BY 

A. J. COUTU* 

This paver is concerned with research as 
related to improvements in rural (non-
metropolitan) development policies and pro-
grams. More specifically, the paper has two 
major purposes: (1) to describe some informa-
tional and methodological requirements for a 
national approach to estimating policy and 
program options in non-metropolitan develop-
ment, and (2) to sketch some research organi-
zational requirements consistent with a 
national approach. 

The U. S. does not have an explicit 
national development strategy relating to pop-
ulation distribution. Growing commitment ofulaiondisribtio. ofGowig cmmimen 
the need for policies and programs on popula-
tion redistribution offers an opportunity for 
research- particularly more comprehensivedevelopmental planning, 12,6,9,111] 

With respect to the informational and 
methodological requirements, the focus is on: 

I. 	 A broader concept of rural develop-
ment and rural development plan-
ning. 

2. 	 Some means to sort and evaluate 
growth centers and mobility incen-
tives consistent with multiple de-
velopmental goals. 

3. 	 Some means to estimate the political 
and economic consequences of 
policies and programs concerned 
with concentrating scarce public de
velopmental resources. 

4. 	 Some means to develop a common 
sector and intersectoral methodology 
acceptable to various discipline and 
regional considerations. 

As related to research organizational 
issues, the focus is on some means to organize 
disciplinary and provincial research and public
service units to commonly address sector andintersectoral rural policy and program 

ins. A esnal reqirement forsu 
options. An essential requirement for such 
applied research a coordinated program oftha
research that minimizes the quantity of frag
mented studies that cannot be integrated into 

a comprehensive planning construct. 

Prior to some discussion on each issue, l 
want to comment on the concepts of rural 
development planning and population decen
tralization. Rural development planning is 

taken to mean-the estimation of future con
sequences of alternative actions as related to 
multiple goals of increased production, in. 
creased employment and more equitable in

*Professor, Agricultural Economics, University of North Carolina, Chapple Hill, N.C. 
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come distribution. More explicitly the objec-
tive 	 is to maximize net income of an area 
given scarce public resources conditioned by 
target levels of employment and equity. Alter-
nately the objective would be to minimize 
public costs to reach specified developii.nt 
targets in a given area. Further, that such plan-
ning requires extensive iescriptive efforts, 
considerable micro-analyses, and a macro-
construct within which sub-sector and sector 
aggregations are possible. The principal bene-
factors of such models are political decision-
makers concerned with policy and program 
options impacting the market and non-market 
aspects of rural development, 

The emphasis on population decentraliza-
tion relates to a nation's population policy be-
yond the concern for means to control the 
size and rate of population change, 1 131 
Rather the focus is on that element of popula-
tion policy concerned with where people live, 
the geography of economic activities, know-
ledge of options relating to the difficult politi-
cal and economic issues of concentrating 
scarce public rural development resources. 
Implicit in this focus on population decentral-
ization are issues of pollution (air, water, 
noise), energy and its conservation in use, effi-
ciency elements of social compensatory programs, etc., 1101l 

Breadth ofRural Deivelopment 

The early literature on rural development 
had an agricultural focus relating to programs 
for the small farmer. further commercializing 
of agriculture, means for human retraining 
and mobility, employment knowledge. and 
among many other the options,for agricultural 
factor and product market development. 1 141 
More recently the literature has focused on 
inadequacies of rural public services, environ-
mental impacts and rural changes, technology 
change and adoption rates for the small pro-
ducer, restructuring of the agricultural re-
search emphasis on commercial farms, and in-
creasing concern for land use zoning and regu-
lation, ,141. 


However, with many rural development 
efforts, the general problems of non- metro-
politan areas remain unresolved. Generally the 
reasons for low success rates were given as un-

coordinated governmental efforts, regional 
authorities with inadequate resources, con
tinued agricultural research emphasis on the 
com ,iercial farm aspects of the technological 
tra 	 iformation, and lagging opportunities for 
inv, .ased outmigration. 

Perhaps the low success rates-slow re. 
solve of income, equity and 'ecurity problems 
in non-standard metropolitan areas or the low 
rates of return to vast public resource pro
grams-can be explained by not focusing on 
the basic issues relating to population redistri
bution. The emphasis should have been attain
ing a policy commitment and programs to de
liver non-farm income opportunities to the 

non-metroplitan areas-the Rural Develop
ment Act of 1972 was a partial effort to bring 
such a focus. 7 1.An emphasis on population 
distribution brings a focus on alternative 
settlement patterns for rural space.l 6 1 

To achieve my major gains in non
metropolitan development seems to require a 
national commitnent on population redistri
bution which in turn is related to difficult 
planning issues for alternative settlement 
patterns. To achieve such a national commit
ment and resulting federal resources is likely 
to require: 

1. 	 Further clarification of the complex
relations between urban congestion 
and rural development. 

2. 	 Knowledge of the existence and niag
nitude of conflicting public programs 
as well as knowledge of alternatives. 

3. 	 Increased knowledge of the net bene
fits from growth centers-concen
trating scarce public developmental 
resources. 

4. 	 Increased knowledge of the benefits 
and costs of alternative labor, indus
trial and commerce relocation 
options. 

Some of these issues are directly related 
to the agricultural sector within a non-
metropolitan growth center-high cost rural 

public delivery systems, fragmented agricul
tural holdings and farm consolidations, land 
use planning and zoning, improvements in 
market structure, water management options, 
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and a sustained agricultural sector input into 
viable non-standard metropolitan areas. 

Growth Centers 

In the eight year old report "The People 

Left Behind," an important recommendation 
stated "that multicounty area development 

districts, each with a present or potential 

growth center, be established throughout the 

country," 114 1. Many uncoordinated research 

activities have been associated with such an 

identification effort but without political im-

pact. The supposition here is that a planned 

and coordinated effort with such identifica-

tion as one component could contribute more 

to a resultant action program. 

A central concern in identifying rural 

growth centers and their hinter-land should be 

the attitude towards and magnitudes for de-
velopmental opportunities- not on the basis 

of an existing socio-economic problem area. 
Some criteria to be considered and aggregated 
could include: goals and attitudes of rural 

communities towards developmental ends; 
standards for population density and 'econo
mic activity mixes consistent with environ-ac ynimix t ith eon 
mental standards; mtorical 
ing levels of political representation; least cost 
linkage into major transport modes; high 
potential for a competitive agricultural corn
ponent; availability or proximity to natural, 
cultural and recreational opportunities; exist-

educational opportunities;
ing base for edumation ofoenesg
potential for the implementation of energy 
conservation systems; a location that is poli-
tically viable with respect to other regional 
growth centers; and the capacity for a diverse 
set of economic activities, 

reasmigt befurher 
grouped into those by type of potential such 

as those with an industrialization, recreation-

al, or agricultural focus. Each type could be a 

growth center wit., distinctive characteristics, 
public infrastructural programs and 

Non-etrpolian 

alternate
alternate mobility incentive programs,.rgas 

to develop anwould be
Another option 

indexing system which would weight existing 
and potential levels of services to industry and 

commerce, services to population, economic 
impact on surrounding area, transport link-

ages, cultural linkages, educational complex, 

etc., 5IsI The emphasis would be on identi
fying priority locations essential to the consol

idation of developmental means. 

Within agriculturally focused growth 

centers some major questions relate to future 

farm size and structure, alternatives to impact 

farm consolidations, scope and structure of 

factor suppliers, and economic conditions for 

viable product market components. Are there 

individual and social net benefits from a pro

gram of government land ownership and con

ditioned leases; from concentration of FHA 
type production, factor or product market 

loans; or from alternate land use zoning pro
grams? 

Another aspect of the growth center 

focus is commonality of an approach that per

mits regional and national aggregations. The 

premise is that any serious non-metropolitan 
developmental effort requires national con

mitment-alternatives must be evaluated at 
that level. 

Mobility Incentives 

Aohripratcmoeto or 
dinated research effort is the identity, his

description, specification and evalua
tion of labor and economic activity mobility 
incentives. It is expected that cost effective

type of growth center. The experiences in En

gland and Europe also suggest that alternative 
incentives relating to industrial types and 
tertiary service type firms must be con
sidered,19 l. 

Due to the strong vested interests of 
unions, matropolitan developmental groups 
and others, it is imperative that analyses in 
this 	area be at a national level. Only at the 

at 	 thenational level b le 
of existing orprobable impact of various sets 

new incentives. Also at this level it would be 
possible to identify and evaluate the re

dundancies or offsetting effects of existing 

In general there are four types of 
mobility incentives: 

1. 	 Industry, commerce and labor incen
tives 

2. 	 Infrastructural grants 
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3. 	 Direct action in locating govern-
mental services 

4. 	 Persuasion and controls on major 
population centers. 

With the major emphasis on bringing jobs 
to the population, the ciucial mobility incen-
tives relate to industry and commerce. In 
Europe the most effective means have been 
investment grants ranging from 10 to 40 per-
cent of the capital investment, [9]. Other 
means were subsidized loans, property and 
transfer tax relief, and regional development 
companies with resources to acquire equity in 
new 	 firms and to make low interest equip. 
ment and facility loans, 

Labor mobility incentives have taken the 
form of wage supplements and training grants. 
In addition, grants have been made to cover 
transport costs and assist in housing. In the U. 
S., 	 there are existing programs to provide en-
hanced employment information, experiments 
on income maintenance options and efforts to 
achieve welfare equalization, 

Most of the public rural development re-
sources are devoted to infrastructure-roads, 
water and sewer, education, health, re-
creation, erosion control, pollution abate-
ment. Some countires have also supported an 
"advance factory program" buildingor on 
speculation, development of industrial parks, 
accessing for special transportation modes and 
supporting selected cultural activities. !5.91 

The 1972 Rural Development Act pro-
vides for some direct action in locating 

.government offices, 171 Population redistribu-
tion programs in France. Sweden and Italy 
have relocated governmental agencies, nation-
alized or state-controlled industries and re-
structured governmental purchasing 
systems,I91 . 

The difficult issues relating to controls on 
major population centers have been significant 
components of population redistribution 
policy. Without an acceptable national policy 
and program, this important mobility factor is 
impossible. The means include zoning re-
straints, licensing systems, direct control-
these have only been applied in Paris and Lon-
don after other mobility programs have 
proven inadequate, 

Some studies .havebeen directed at evalu. 
ating the population redistribution effects of 
selected labor and industrial incentives, 
13, 1 .IHowever, knowledge of the costs and 
benefits of alternative incentive systems is 
limited and usually in a form that does not 
provide for a systematic evaluation of alterna. 
tives. 
Concentration 

For a specified planning period, what are 
the benefits and costs associated with concen
trating public infrastructure and mobility in
centive in selected growth centers as con
trasted with present programs that encourage 
dispersion and in some cases do not permit 
public resource concentrations'! Further, the 
need is to assess net benefits from direct and 
indirect income transfers on quality of life 
plus the attraction effect on private invest
mentI 1 

The 	issue involves knowledge of scale and 
agglomeration effects for specified time 
periods. Other issues relate to the expectation 
type incentive effect of a complete set of pub
lic infrastructural developments, the possible 
negative impacts oii existing urban centers and 
on labor supply shifts within the region. 

A central hypothesis would be that higher 
levels of growth within a specified planning 
horizon are achieved by concentrating public 
developmental resources in designated rural 
growth centers. A need is to quantify 
opportunities for increased efficiency in the 
use of scarce public developmental resources. 
An approach is to simulate economic and 
social consequences of complete aid partial 
sets of public investments available under 
existing and new programs with and without 
geographic dispersion. 

Some of the political issues are minimized 
when there are an equal number of geographi
cally dispersed growth centers within a state. 
An issue here is to assess societal costs and 
benefits of imposing such a political constrain. 

This general issues of concentration 
effects is most important due to the high cost 
of rural growth center development, increas
ing concern for public inefficiency and the 
poor track record of previous programs on 
rural development. 
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Common Methodology 	 gration results in joint reports and papers 

The concept of a common methodology 
centers on comprehensiveness or the construct 
that permits the integration and synthesis of 
descriptive and analytical elements. Compre-
hensiveness also relates to the need for inte-
grating positive, normative and prescriptive 
type studies; to the catalytic role for structur-
ing truly interdisciplinary type organizational 
forms; and to further realization of the re-
quirement to interface researchers and politi-
cal decision-makers,' 'I 

Any success from the broadening of the 
concept of rural development planning is 

equally dependent on qualitative and descrip
tive studies as on the development and appli-
cation of dynamic econometric models or 
general systems simulations,' 4 . Commona-
lity in the design of more detailed qualitative 
studies on concepts of what constitutes viable 
growth centers, possible impacts of further 
concentration of public development re-
sources, and tile consequences of alternate 
mobility incentives are absolutely essential to 
meaningful micro-macro linkages, 

As in England, France and Italy, the 
population distribution issue in the U. S. will 
likely become a major thrust in sector, 
regional and national planning. Considerable 
U. S. legislation provides for planning support 
at varying levels, I . I lowever, the means 
to coordinate and accumulate the results of 
such planning are not in existence. The de-
velopment of common construct by those 
within a sector, such as in agricultural econo-
mics, could serve as an initial force in coordi-
nation. Such a common construct would also 
stimulate interfacing with policy makers at 
tile national level. 

Another significant contribution of such
comprehensiveness is to assist the operations 

or systems type researchers, as catalysts in 
structuring truly interdisciplinary research or-
ganizational forms. Such interdisciplinary 
structures are those utilizing specialized 
talents in a joint, coordinated and continuous-
ly integrated manner. The jointness relates to 
a common problem set, strong identity with 
the institute not a discipline, and housed in 
close physical proximity. Further. the inte-

where disciplinary identity is obscured. 
Effective interdisciplinary research is charac
terized by a holstic approach guided by a 
theory of the problem set not tile body of 
theory characterizing each discipline,' II 

Still another form of comprehensiveness 
involves blending of applied researchers and 
political descision-makers. A preferred con
mon construct is one that the decision-maker 
concurs on a proxy for his synthesizing model 
and further one he can interact with or input 

into in order to evaluate the consequences of 
alternatives. 

Organizational 
The inability to institutionally structure 

research resources on policy and program 
analyses has limited the usefulness of research 
or rural development as well as in other prob
lem areas requiring spatial and functional ag
gregations. 18 1 Some basic requirements to 
overcome the discipline dominated multiple 
disciplinary form of most agricultural research 
structures relate to: 

I. 	 Provisiwi for development of a con
mon theoretical construct to aggre
gate or integrate research findings in 
a form most useful to decision 
makers. 

apacites t overcmegdsincetis 
associated with attracting quality dis
ciplinarians which are related to in
abilitie t eand ommun 
evidence relating to rewards and 
recognition. 

3. 	 Sufficient qnancial resources to over
come soft money problems, legisla
tive uncertainty and the loss of con
tact 	with disciplinary colleagues and 

difficulties associated with mainte
nance of professional status. 

4. 	 Development of administrative 
policies associated with the specifi
cation of research work plans, se
quencing and scheduling consistent 
with a time constraint, servant type 
relationship to the system scientists 
or problem model integrater, and re
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lated issues that challenge the indivi-
duality of the classic research model. 

5. 	 Development of an independent 
goverance structure with its own 
budget, appointment process, reward 
system, etc. 

6. 	 Development of means to structure 
the large body of disciplinary special-
ists typically required to house them 
together, to overcome their tendency 
to see the world and solutions to its 
problems in their own discipline; and 
to develop an interdisciplinary communications system. 

7. 	 Development of an evaluation proce-
dure for such a structure that is with-
out a clearly defined disciplinary 
peer system, one that has an in-
creased public accountability require-
ment and one that will likely become 
involved with the solution and 
management of societal problems. 

To meet these demanding conditions, 
given institutional rigidities and scarce re-
search resources, will be difficult. If one 
accepts the assertion that universities are the 
principal place for such a broad interdisci-
plinary problem oriented socio-technological 
program, a minimum type option would be to 
systematically conduct organizational experi-
ments within the experiment station. Some of 
the major elements for experimentation 
would involve an administrative linkage at a 
regional level, independent structuring of re-
wards, support for teaching affiliations in-
dependent of departmental budgets, develop-
ment of alternate incentives such as salary dif-
ferentials or resources for publications inde-
pendent of existing professional journals, and 

the 	development of alternate security instru
ments as related to disciplinary retraining or 

study awards. 

Another opportunity would be to con
sider a school of rural (non-metropolitan) 
studies blending disciplines within the agricul
tural schools and others. A variant of this 
option would be a department of interdiscipli
nary non-metropolitan studies within the 
college of agriculture-agricultural experiment 
station complex. 
Summary 

The 	increasing concern on issues of popu
lation redistribution offers an opportunity 
and a challenge to researchers focusing on 
rural development. To achieve a working rela
tionship with political decision processes. 
some difficult research and research organiza
tional issues must be resolved. Some of the 
research questions are related to the signifi
cance of mobility incentives to modify popu
lation distributions, to knowledge of viable 

growth centers, to the benefits and costs of 
concentrating resources for public infrastruc
tural developments and evaluating alternatives 
for a stronger agricultural sector as a corn
ponent of the growth center. 

To bring such research to bear on im
provement in rural development policies and 
programs, a construct for linking picro-macro 

analyses and a research organizational struc
ture that is truly interdisciplinary in form is 
required. It has been suggested that experi
ments with organizational forms be initiated 
that can overcome departmental doninance, 
coordinate comprehensive non-metropolitan 
development planning efforts and relate to 
political decision makers concerned with 
national policies of population distribution. 
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PLANNING DEVELOPMENT IN RURAL AREAS 
by 

LUTHER TWEETEN* 

Policy specialists and program planners in would prefer to live in smaller cities or towns. 
rural development confront serveral basic Even with such preferences, continued resi
questions: In what geographic locations dence in the large city may well be rational if 
should job inflow or labor outflow be en- economic gains from living there offset per. 
couraged with public programs? What level sonal dissatisfaction with the city per se. If 
and mix of public programs alleviate proverty economic efficiency declines and living satis
and underemployment at least public cost? factions increase in comparing smaller with 
Are economically efficient public programs larger communities, then the optimal place of 
for rural development consistent with goals residence entails tradeoffs and compromise 
and values of the people they are intended to such that these two elements (economic ef
serve? This paper answers these and other ficiency and living satisfactions) just offset 
questions. each other at the margin. 

Where to Focus Resources for Development Data examined below suggest that pro
ductivity of workers is higher in larger than 

Year after year opinion polls reveal that small cities when measured in money terms 
people are dissatisfied with the large city and but not when corrected for living costs and 

*Regents Professor, Department of Agriculture Economics, Oklahoma State University, Stillwater. Professional 
paper of the Agricultural Experiment Station, Stillwater. 
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negative externalities. Four attitudes that re-
late to well being were found to be for the 
most part unaffected by place of residence 
but were instead a function of education, in-
come, and occupation (Tweenten and Lu, 
1975). The implication is that place of resi-
dence, per se, need not be the focal point for 
centrifugal policies of balanced growth, popu-
lation redistribution and decentralization. 
Peoples satisfactions will be improved only if 
opportunities for income, occupation and 
education attend a change in place of resi-
dence. People will only be made worse off if 
public policy sends them to micropolitan 
areas unable to provide adequate economic 
opportunity. 

At least two important economic dimen-
sions exist in the location of economic activ-
ity so that the limited resources of this nation 
can provide the greatest real output. One is 
provision of public goods and services; the 
other is provision of private goods and serv-
ices. 

The cost of providing a given quality of a 
large number of public services have been esti-
mated for cities of various sizes by Morris 
(1973). After accounting for externalities, the 
least-cost per capita is in cities of 20,000 to I 
million residents. In general, costs in smaller 
cities and open country are exceedingly high 
because of the large per capita cost for 
schools, roads, health care, utilities and fire 
protection. Costs in larger cities are high be-
cause of the large per capita costprevention, pollution for crimecontrol and traffic de-

congesllut. 


If private enterprise is unable to operate 
efficiently and make20,000 to 1 million a profit somecitiesotherresidents, in of 

20,00illont I esidnts soe oher 
place of residence is optimal. We examine 
another dimension of national growth policy,
namely efficient provision of private goods 
and services. The issue of efficient provision 
of private goods and services conceptually can 
be viewed as a problem in maximizing the real 
output of the private economy with given 
transport costs, manpower, technology and 
demand. In reality no such optimizing model 
is operational, and it is necessary to revert to 
second best empirical procedures. We examine 
wage and profit rates below, 
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Lewis and Prescott (1974) reviewed 
previous studies relating labor earnings to city 
size and proceeded to estimate new coe
fflcients from regression models that improve 
on the earlier studies. The coefficients of city 
size related to wage rates for standard metro
politan statistical areas (SNISA's) were positive
and significantly different from zero at the 5 
percent probability level or better onl.i for 
fabricated metals, furniture, apparel and "mis
cellaneous" industries of the 19 industries 
examined. The authors concluded that "the 
size of city does not appear to influence the 
range of average earnings by industry; the 
allowable mix of high paying firms is not 
seriously restricted in the SMSA's of the 
sample." he authors did not correct for age. 
education, experience, training and other 
characteristics of the labor force which could 
be expected to favor high earnings rates for 
workers in larger cities. 

Fuchs (1967) controlled for the effect of 
race, age, sex and education and concluded
that ". . . standardized hourly earnings in the 
SMSA's of I million and over are typically 20 
to 35 percent higher than in SMSA's of less 
than I million." 

Unfortunately, past studies of labor pro
ductivity have used nominal earnings un
adjusted to real earnings by use of living cost 
indexes. Because living costs increase with city 
size, such adjustments would undoubtedly 
erase much of the earnings advantages forlarge cities in the few industries where earn
ings advantages 
 have been found. The resultsare also consistent with the hypothesis thatlabor responds to earnings differentials, and 
migrates to erase differences in real earnings 
over time except for pockets of underemploy. 
oerti 
meit. 

Previous studies have measured mainly 
differences in wages rather than labor pro
ductivity, which is the efficiency measure 
sought. If labor supply is short relative to 
demand, as it was in metropolitan areas during 
some of the years analyzed, this would bias 
wage rates upward to show high productivity 
in large cities. The result casts further doubt 
on even what little evidence there is that labor 
is more productive in large cities other things 



equal. The observed higher wages in large 
cities are explained mainly by their relatively 
high proportion of high wage industries. 

A study by Janssen (1974) examines ef-

ficient location of private firms by estimating 

profit rates by industry by place of residence. 

With few exceptions, profit rates within a 

given industry were found not to differ signif-

icantly by city size. While one interpretation 

of these findings is that industry can locate 

anywhere and is equally efficient whatever its 

location, a more realistic inference is that in-

dustry does respond rather quickly to com-

parative profit incentives and locates where it 

can make the greatest profit. The latter con-

clusion also follows if firms locate at random 

and those which do not make profits fail. In 

any event, overall industry performance ap-

pears to be satisfactory-firms locate in a 

manner consistent with private economic ef-

ficiency. 


But the economic efficiency thereof is 
myopic, equating private marginal costs and 
returns. If private costs (benefits) differ from 
social costs (benefits), then superb industry 
performance measured by adherance to prin
ciples of profit maximization and equating of 
costs and returns at the margin does not maxi-
mize social real income. Evidence points to 
the need to change the structure and incen-
tives rather than the performance of the 
market to raise social efficiency. 

Numerous distortions in the market 
which impede adjustments optimal from the 
standpoint of society operate to the dis-
advantage of rural areas. One element is labor 
costs. Underemployed rural labor has low op. 
portunity cost because little output is fore-
gone as workers are employed in new local 
industry. Farm output frequently expands as 
operators are employed elsewhere and units 
are consolidated. Minimum wage laws, high 
costs (including paperwork) for social pro-
grams such as social security and unemploy-
ment insurance, de facto structural wage pat-
terns among industries, labor unions and con-
cepts of a socially acceptable wage all com-
bine to create inflexible wage rates and to 
make employers pay actual wages above rates 
that would utilize underemployed rural labor 
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at a profit. If Ford or General Motors must 
pay a union wage, then they can most pro
fitably locate their plants in large cities where 
workers are more skilled than elsewhere. But 
real national output might be greater if they 
located elsewhere. 

Another imperfection in the market is ex
ternalities. Firms in large urban centers do not 
pay the full costs of crime, air pollution and 
transportation congestion which attends the 
agglomeration of jobs and people in densely 
populated areas. If firms in micropolitan areas 
(or in growth centers of 20,000 to I million 
residents within commuting distance of rural 
workers) were allowed to pay the low oppor
tunity cost of labor and if firms in metro
politan areas were taxed for the full social 
costs of these externalities, the results of the 
wage and profit studies indicate that decen
tralization would be speeded. Some costs of 
congestion are charged to the firm because 

workers demand higher wages to compensate 
for traffic congestion (although workers areconstrained in their demands if jobs are un
available elsewhere). Other costs of congestion 
do not accrue to firms because, for example, 

many worke do t acce the ct 
rtair pollution. 

As concern over the environment led to 
controls and other measures to internalize 
within firms the costs of pollution caused by
emissions, incentives were changed and de
centralization speeded as jobs and population 
grew at a more rapid rate in micropolitan than 
metropolitan areas in the early 1970's. 
mropoli n ra te eal 17st 
Programs to Align Private and Social Cost and 
to Improve the Mobility ofJob and Workers 

Based on the foregoing analysis, cities of 
20,000 to I million constitute the most ef
ficient size range within which to encourage 
growth. Studies by Barrows and Bromley 
(1975) and by Smith and Tweeten (1975) 
reveal that the public cost to generate jobs is 
lowest toward the smaller cities (approxi
mately 25,000 residents) in the size range 
given above. 

A system of taxes and subsidies can align 
social costs (benefits) with private costs (bene
fits) and create incentives for firms to locate 



where social efficiency is greatest. Because 
taxes on private firms to adjust for urban ex-
ternalities often are politically unacceptable, a 
system of positive incentives to firms which 
locate in micropolitan areas is appealing. 
These incentives could take a number of 
forms. One suggestion is that writeoffs from 
federal income taxes of locating firms be tied 
to the degree of underemployment in an area.
Or private firms could bid for contracts to 
generate specified numbers and types of jobs, 
with the federal government accepting the 
lowest bids that meet specifications. Anothersuggestion is to assist the working poor, so 
prevalent in rural areas, with a wage supple-
ment program to accomplish the intent of 
minimum wages (provide an acceptable wage 
to low-skilled workers) but which in fact do 
the opposite (they cause disadvantaged 
workers to be unemployed or to be underem-
ployed in secondary labor markets). The wage 
subsidy has the advantage of directly en-
couraging employment whereas the capitalsubsidy would directly encourage investment 
and only indirectly encourage employment, 

The goal of improving the efficiency of 
workermarketsof calls relocationfor a federally funded programfinancial assistance, 

counseling and training in areas that are 

unable or unwilling to create jobs for local 

residents. One major role of economic plan-
ning would be to determine the optimal mixrein o e toretermie to ptimalomixn 

of industry location incentives and worker
mobility incentives to a given region or multi-obilty disrinctives oabiverg or ulti-

county district. Areas unable 
or unwill,.ng to 
provide jobs would be eligible for financial 
assistance to help workers relocate where jobs 
are available; areas willing and able to attract 
jobs with location incentives set at the level necessary to overcome market imperfections 
would be provided inducementslocation and job creation. for industry 

ChoosingAreas for SpecialFederalAssistance 
to Generate Jobs. 

The Rural Development Act of 1972,
administered by the U. S. Department of Agri-
culture (USDA), provides no requirement to 
focus federal assistance in a critical mass to 
generate jobs and create an economic takeoff 
of an area into self sustained growth. The 
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"Statement of Purpose" of the Public Work,
and Economic Development Act of 196! 
stresses the need to assist areas characterizec 
by high unemployment and underenplov. 
ment. In practice, unemployment has been 
the principal criterion for designation areas 
for special federal assistance under the 
Economic Development Administratio: 
(EDA). 

The Eda and USDA framework and tools 
for job development are better suited to solve 
long-term rather than short-term economic 
problems. Federal job creation efforts focus 
on making a district or area attractive to newindustry or for expansion of local industry
rather than moving people to favorable em
ployment opportunities elsewhere or raising
the quality of human resources in the district. 
Within this framework, I briefly review some 
advantages of selected proposed and actual 
criteria that might be used to guide job
creating efforts. 

Poverty and Median Income. Persons can 
be poor because they have too few resources 
or because they are not using "adequate" re
sources fully. If inherent abilities areveloped, a cost-effective undemeans to raise in

comes of the salvable poor is through pro
grams of schooling in technical and general 
skills. Public assistance grants are a cost
effective means to raise incomes of the unem
ployable poor such as the aged and totallydisabled. The poor with adequate resourceswho are using them inefficiently or not at all 

employment is a better indicator than poverty
may be helped by EDA programs-but under

of the incidence of underutilized human re
sources. Median income has many of the same
 
disadvantages as poverty in serving as acriterion for focusing EDA benefits. 

Otutmigration. 1High levels of outmigrationimply that people are making adjustments tosupply and demand conditioni;, it might be
unwise to interfere with the process. Programs 

to provide more efficient labor markets 
through improved employment date on out
lying areas may be required from the federal. 
state employment service. And local areas 
may need to be compensated for spillout of 
local investment in schooling of outmigrants. 

http:unwill,.ng


Unemployment. While unemployment is 
a serious problem, high levels of unemploy-
ment are frequently a short-term phenomenon 
more susceptible to amelioration by national 
monetary and fiscal policies other than the 
somewhat unwieldy long-term tools used by 
the EDA to promote development. As noted 
earlier, unemployment is not closely related 

to need or underutilized human resources as 

measured by underemployment, 

Underemployment. Bringing jobs to 
people is likely to be most successful in raising 
earnings and living levels in places where 
people are unemployed or are working in jobs 

that do not utilize their potential-where 
workers will not be bid away from productive 
employment. Underemployment is a useful 

measure of such a situation. Underemploy-
ment is measured as the difference between 
the output of individuals in an area and what 
they would produce if they were as produc-

tive as workers in the nation with similar age, 
education and training, and is expressed in 
full-time man year equivalents. Underemploy-
ment implicitly includes unemployment, 

In many areas, lack of opportunity dis-
couraged people from entering the workforce 
or caused them to drop out of the workforce 
for long periods-current unemployment does 
not record this situation. Low rates of labor 
force participation are especially prevalent in 
low income rural areas where jobs in farming 
and mining have declined secularly. Because 
the Economic Development Administration 
focuses efforts on bringing jobs to people 
rather than people to jobs, and is more con-
cerned with attracting jobs than providing 
welfare payments or manpower services, the 
underutilized labor force potentially available 
for employment in a county would appear to 
be a felicitous criterion. I recommend that 
underemployment be the criterion for 
focusing area activities to generate jobs. 

The availability of the underemployment 
criterion only for census years is one argu-
ment against its use. The counter argument is 
that EDA programs are not geared to deal 
with short-term changes in the local economy 
as reflected in current unemployment data. 
Rather the programs are best suited to attack 
long-term problems such as underemploy-

ment, and the low Income and poverty that 
data show attend underemployment. 

If development districts are provided 
assistance on the basis of under-employment, 
there remains the issue of how many to 
designate. By tying write-offs from federal 
taxes or cash grants to industry to the level of 
underemployment, a procedure is established 
which automatically favors areas with high 
rates of underutilized human resources. But
nevertheless, the number of designated 

districts should be kept small so that excessive 
competition for industry does not severely 
raise public costs of generating jobs or sub
stantially reduce development elsewhere. A 
useful procedure would be to rotate eligible 
districts say every 10 years (see later systems 
analysis) so that districts which have reached 
self-sustained growth and districts that do not 
respond to incentives can be culled in favor of 
other districts. 

Growth Center 

Given that multicounty development 
districts are selected for federal programs to 
generate economic activity on the basis of the 
underemployment criterion, it is well to turn 
attention to the focus of job development 
within the district. A large number of multi
county districts contain at least one city of 
sufficient size and viability to provide at 
reasonable cost a broad range of community 
services including a junior college, employ
ment service office, vocational school, 
hospital with adequate supportive medical 
personnel, comprehensive shopping center, as 
well as cultural activities. The growth center 
(there may be more than one in a district)
should be within commuting distance of 
hinterland residents, which restricts the 
district size to approximately a radius of 50 
miles from one center. 

In addition to these attributes of the 
center that make the district a functional 
economic area, the center should also be a 
node for sustained growth in employment and 
make the district a viable economic area. 

Ideally, the center should be of such size or 
resource potential that it can provide sus
tained employment growth with a minimum 
of "artificial" inducements in the form of sub
sidies to generate jobs. 

Growing job opportunities in the center 
help provide employment for persons needing 
work throughout the district and compensate 
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for any economic decline in other parts of the 
district. The hinterland is less demoralized by 
declining local population and economic op
portunities if it views itself as part of the 
larger community or district that includes the 
growth center. 

If there is "hot-house" effort to create 
new jobs through subsidies, this effort might 
focus on the district growth center, since it 
will have the best chances to provide an 
adequate labor force, transportation facilities, 
markets, cultural activities, schools, utilities, 
housing and other amenities desired by firms 
and workers. The growth center concept is 
also appealing because of insufficient industry 
and jobs to meet needs of all localities, and 
hard choices must be made. Concentration on 
the growth center reduces wasteful coinpeti-
tion for "smokestacks" and cuts the pros-
pects for monopsonists locating at each rural 
crossroad-with only one firm the dominant 
employer, the temptation exists to exploit 
workers. This situation is less likely in a larger 
growth center comprised of numerous com-
peting employers and, consequently, oppor-
tunities for workers to switch jobs to improve 
their position. If one firm cuts employment, 
alternative job opportunities may be found. 

The minimum size of a city to constitute 
the growth center of a planning and develop-
ment district remains a point of controversy, 
Research on optimal place of residence, cost-
effectiveness of public programs to generate 
jobs and other considerations suggest that 
micropolitan growth centers should be cities 
of 20,000 or more population within 
commuting distance of hinterland residents. 
Common sense sometimes dictates deviations 
from this general rule. For example, a city of 
10,000 which has had rapid growth in the past 
decade may be a more desirable growth center 
in a Great Plains district than a decaying city 
of 750,00 inhabitants in a New England 
district, 

Cities of over 1,000,000 population on 

the average experience sufficient diseconomies 
in provision of services and in meeting needs 
required for the well-being of citizens to be 
shunned as growth centers. Where adequate 
size cities are not within commuting distance 
of micropolitan people, smaller cities within 
the district can provide the service node for 
manpower, education, trade and other func-
tions, with arrangements for job information 
and assistance in changing residence to eco-

nomically viable metropolitan areas outside 
the district. 

Estimating the Level and Mix of Programs 
To Reach Development Targets 

We turn now to a representative study of 

the efficient level and mix of public programs 
required to alleviate proverty and under. 
employment in a multi-county district such as 
might be designated for special funding under 
criteria discussed in the previous section. 
Efficiency ofSelected Programsr 

Estimates of the cost-effectiveness of 
public monies in creating new employment 
opportunities are summarized in Table I. 
Each of these programs except public employ
ment have been evaluated and found to have 
favorable rates of return within the context of 
national economic efficiency. The programs in 
Table I assume a reasonably adequate level of 
skill training and general education and no ex
cessive national unemployment-thus educa
tion and national monetary policies are not 
included in the priorities. The table shows 
estimated direct public expense for creating a 
permanent job for residents of micropolitan 
areas. It appears that public employment, 
which many people recommend as the solution to problems of underemployment in de
pressed areas, is an expensiie way to create 
new jobs. The net costs, of course, depends on 
several factors, including the productivity of 
the workers involved in the program. If the 
workers are not productively employed, the 
cost is prohibitive. If workers are efficient in 
doing work that needs to be done, the real 
cost can be minimal. 

The JOBS program, which utilizes federal 
subsidies to private firms that train and hire 
the disadvantaged, requires a direct public 
outlay of only $6,000 per permanent job 
created. The JOBS program has limited 
viability in many rural areas because insuf

can But theficient numbers program focusof jobsdirectlyare available.on disadvantaged 
worr an wars ure fease 
workers, and warrants use where feasible. 

Table I indicates that moving people to 
jobs can be more cost-effective than bringing 
jobs to people. Subsidized loan programs to 
bring industry and jobs to people are about as 
cost-ettective as tax write-offs when operated 
at the same level of intensity. Sonic past loan 
programs have been much more cost-effective 
because they operated at low levels of inten
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Table 1. Estimated Public Cost for Creating a New Job for Micropolitan Workers in 1972 by 

Alternative Programs. 

(Dollars) 

Public employment ($6,000 per year for 10 years with 40 percent productivity)a 36,000 

Industry location through tax write-offs 5,000 to 12,000 

JOBS program ($3,000 per job, one-half retention rate; including 
administrative costs) 6,000 

Subsidized migration ($500 direct payment plus $500 for administration 
and counseling; one-third retention rate) 3,000 

Source: Tweeten (1974). 

aThe value of marginal product is assumed to be $2,400 per year and Isdeducted from the annual public 
cost. Future costs are not discounted to the present. Secondary job creation is omitted In this and other 
estimates. 

sity. Areas that experience a large net out-
migration should be compensated for their in-
vestment loss in the form of human capital 
embodied in outmigrants. 

Many less mobile people and those who 
return home after migrating elsewhere are best 
served by bringing jobs within commuting dis-
tance. Programs such as a tax write-off or 
grants to a locating industry are needed to 
bring jobs to people. For the disadvantaged 
but able bodied workers in rural areas, it may 
be necessary to combine the two approaches 
of bringing jobs to people and people to 
jobs-by paying firms first to locate in viable 
micropolitan centers, then to hire the dis-
advantaged. 

And finally, for those people who cannot 
obtain adequate employment because of old 
age, disabilities, or other valid reasons, 
improvement in the welfare program-a plan 
of income maintenance in conjunction with 
family health insurance-would go a long way 
toward meeting these requirements. For the 
most disadvantaged, public-assistance transfer 
payments are more cost-effective than the 
programs in Table 1, which are designed for 
ablebodied persons. 

An Application of ystems Simulation to 
Overall Planningof Public Policy 

Nelson and Tweeten (1975) combined 
computer simulation procedures with a sub-
stantial amount of existing empirical data on 
individual programs to devise a development 
strategy that is efficient in use of public funds 
to reach targets of eliminating poverty and 
underemployment in a low-income, multi-

county development district In eastern 
Oklahoma. The district is not unlike many de
pressed micropolitan areas and the results may 
be sufficiently robust to suggest elements for 
a national growth policy. 

The population of the multicounty 
district was classified into 21 
socio-demographic categories based on 
income, age, ability to work and levels of edu
cation and training. The population changed 
through time due to births, death, aging and 
migration. It was assumed that a decision 
making authority responsible for dispersing 
development funds in an underdeveloped area 
could allocate these funds among public assist
ance grants for unemployable poor, education 

(school dropout prevention), technical train
ing, family planning. industrialization and 
labor mobility subsidization. These activities 
could be initiated over and above "typical" 
public spending in the area. Roads, schools 
and services and other infrastructure were 
judged to be adequately funded and improve
ments could be financed as desired by area 
residents from the economic base generated 
by the development process itself. 

Multipliers were used to include indirect 
effects of development activities on both poor
and nonpoor in the area. Income resulting 
from jobs created by industrial development 

was assumed to continue through the time 
horizon simulated. Income resulting from jobs 
made available by labor mobility subsidization 
was counted as "district" income and was 
assumed to continue as long as labor mobility 
program participants did not return to the 
home area. 
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Technical coefficients necessary to oper-
ate the model were estimated from primary
and secondary sources. These coefficients in-
cluded demographic coefficients, income co-
efficients, employment coefficients and de-
velopment activity efficiency coefficients, 
Only coefficients for labor mobility and in-
dustrialization studies are discussed herein to 
save space. 

LaborMobility Programs 

Necessary simulator input information 
for labor mobility programs includes a basic 
cost-effectiveness coefficient, a coefficient 
stating what portion of program funds goes to 
purposes other than relocation assistance 
allow,,'ices (such as to administration) and co-
efficiL.,ts describing the expected dropout or 
attrition rate for programs. Charles Fairchild 
(1970) evaluated the cost effectiveness of 67 
labor mobility projects funded by the Man-
power Administration of the U. S. Depart-
ment of Libor from 1965 through 1969. Fair-
child calculated average public expenditure 
per relocated worker as S867. Nelson and 
Tweeten estimated the average public ex-
penditure per relocated worker was S820 after 
projects to move urban workers were ex-
cluded. Adjusted for inflation and micro
politan areas, the cost effectiveness coefficientis $935 per relocatee in 1970 dollars. 

For the projects reported by Fairchild, 34 
percent of direct public expenditures went to 
relocation assistancc allowances. The re-
mainder (66 percent) went to such activities 
as administration, pre-relocation training and 
counseling, and post-relocation follow-up and 
counseling. 

Nelson and Tweeten (1973) estimated 
from the Fairchild data that approximately 30 
percent of remaining relocatees return home 
each year to be unemployed or under-
employed in their home area but that on the 
average approximately one-third of relocatees 
remain outside the supply area. permanently. 

Multiple regression analysis of Economic 
Development Administration data yielded a 
cost effectiveness estimate for industrial de-
velopment in Muskogee, Oklahoma of 5,582 
public dollars per direct job created. The esti- 
mate for Muskogee, the growth district, 
showed more favorable cost effectiveness than 
estimates for any other community in the 
study area. Adjusting the estimate stated 
above by the proportion of industrialization 
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projects sampled which were successful (103 
out of 176 projects) yielded a final cost effec
tiveness estimate of 9,538 public dollars per 
direct job created for use in the simulation 
model. Multipliers were used to estimate the 
number of indirect and induced jobs resulting 
from the jobs indirectly created by industriali. 
zation, with appropriate adjustments for the 
industries in which the direct jobs are created. 

Three coefficients describe how simulated 
jobs generated by industrialization are distri
buted in the simulation. These coefficients are 
the percentage of new jobs which go to the 
area's poor, tie new jobs going to workers 
outside the area as a percentage of new jobs 
going to people other than the area's poor,
and the percentage of old jobs vacated by 
nonpoor workers which are refilled. 

Based on a number of studies (ef. Nelson 
and Tweeten, 1975), the proportion of new 
jobs which go to the area's poor was set at 33 
percent. New jobs going to workers outside 
the area as a proportion of new jobs going to 
the area's nonpoor was entered as 24 percent. 
Seventy-eight percent of the jobs vacated by 
nonpoor workers employed in new industry 
were considered to be refilled. 

Results of 13 simulated developmentstrategies were reported by Nelson andTweeten (1975). One of these strategies as
sumed continuation of programs in effect in 
1970. The other 12 strategies simulated in
cluded sufficient annual allocations to welfare 
or public assistance to remove all unemploy
able poor from poverty; remaining funds, up 
to a total annual allocation limit of S75 
million, went to various combinations of the 
other development activities considered. Al
most $72 million in welfare grants would be 
required to remove all unemployable poor 
from poverty. Almost $50 million were allo
cated to this purpose (welfare grants) in 1970. 
Annual outlays of $3-5 million eliminated 
nearly all underemployment in approcimately 
10 years, after which the critical mass of de
velopment achieved might well be self sus
taining. This outlay for generating jobs was no 
greater than actual outlays in 1970 but would 
be used more efficiently. 

A major conclusion of the study was that 
alleviation of poverty and all but structural 
unemployment is possible with a simple 
strategy, yielding favorable returns to public 
development expenditures. After 10 years, 



public assistance outlays for the unemploy-
able poor continue to be large. Simulated con-
tinuation of 1970 program types and levels, 
however, indicated that, unless the real dollars 
allocated to these programs are increased, 18 
percent of the total sttidy area population will 
still be in poverty in 198S. 

The heart of the strategy that was cost-
effective in reaching targets with public fqnds 
was (a) public assistance for the unemployable 
poor (b) labor mobility assistance in early 

years while job development was getting 
started locally and (c) local job development 
through industrializaticn. The number of pro-
grams in an 3rea develupnent plan need riot 
be large. In fiict, real advantages in administra-
tive leasibility and avoidance of waste and 
program aveitap accrue from limiting the 
number of programs in ai develoiament strate-
gy. 

Public assistaipce to provide income to Un-
employable poor is by far the most massive 
program in a omprehensive development 
strategy for the sudy area. There is no other 
means to eliminate pov.,'y except by welfa ,-
yrants to t? uii.1liployable prior, who comn-rised 85 per!;en: ol all poor. To ,void in-

creasing transfer payments in the long run. ad-
ministrative care is necessary to rnai~main 
work incentives among the employable poor. 
to rewaid tiose who work morc Oian t!ose on 
welfare and to discourage family disintegra-
ti~i., 

Human resource ,Jevelopnent prograni 
alone have c a the margin (ovelo- payoffs
and above existing proran in the district) 
For efficiencynthey must e utcr ican by.d 

programs to generate jobs locally or increase
labotodisantjob.moiliy Scood~ooutlabor mobility to distant jobs. Schioo', eitopout 

prevention and family planning activ,'es were
foundvestment
founiveto d e y insbeuiteshal, relte 
expensive and 
grams must be justified on social r .hei than 
on economic grounds in the ,tort rut but 
give favorable economic ieturrns in the lorrg 
ruv. 

Job development, through industrial in-
centives or other means, is essential to reach 
development targets. Without this program, it 
is Impossible to ameliorate underemployment 
with limited public funds. Subsidized migra-
tion of employable poor is highly cost effec-
tive in the use of development funds, but 
alone is inadequate to alleviate underemploy-

ment in depressed areas because many people 
will not move at all and many return who do 
move. By supplying earnings and skills to 
migrants who will later return home, labor 
mobility programs serve as "holding pens" to 
smooth the flow of workers into new local 
jobs which take time to develop. Thus labor 

mobility programs can implement rather than 

compete with industrial development pro

grams except, possible, in the later years of 
development. 

Regardless of what programs are included 
in area development strategies, if elimination 
of poverty and underemployment is a major 
goal, efficient strategies must include public 
assistance grants and job development. Indus
trialization cost-effectiveness determined to 
no small degree how fast underemployment 
was alleviated by development strategies. For 
the strategies simulated and the study area 
considered, undererployment could be alle
viated in approximately 15 years rather than 9 
years if the cost to establish a permanent new 
job in industry is 520,000 per worker rather 
than the baseline S9,538 per worker. 

For lack of data, a numbHr of potential 
programs were includednot in the systems 
simulation model. Payoffs from extension, re
search, itatural resource conservation activities 
and utiity construction (other than to attract 
iindustry) have not been estimated. Natural re
sources investments, such as river basin de
velopment, ivight well be pursued if con
sistent with national economic efficiency. but 
the benefits from such investments largely
elude local peop{e, especially the low income 
segment (back. 1969). The record to da-e on 

formation of hooperatives to servi ow income 
farmers is mixed but gives no basis for optiniism that such cooperatives are an efficient in

ism t s ere areno et in
to secure future income streas al

thought tkey may serve useful social objec
tives (Marshall and Godwin, 1971 

Consistency of Development Plans 
with Goals and Values 

Rural development plans such as outlined 
above are unlikely to be successful unless con
sistent with goals and values of the rural 
people they are intended to serve. It has been 
said that fear of unfavorah!e spinoffs from 
growth such as pollution, congestion and 
crime has caused rural people to shun 
economic and population growth in favor of 
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the status quo. This conjecture does not 
characterize rural Oklahoma based on a pilot
sample of 110 persons from rural co01-
munities in the 10 county Southern 
Oklahoma Development Association district 
(Smith and Tweeten, 1975 a). In many cases,
the response direction was so overwhelming 
th a t conclu sions w o uld p rob.bly be sim ilar 
with a larger, less biased sample. 

Results of the study were: 

() A substantial majority (78 percent)of 	 the respondents wvould like to 
ofe 	theiresonenits groud ike ou 

lation. 

(2) 	 The vast majority (85 percent) of 
respondents would consider it desire-
able for more industry to locate 
in their respective communities, 
and 73 percent of the respond-
ents would like to see their com. 
munity use tax or other concessions 
to promote industrial deelupment. 

(3) Forty percent of the male house-
hold heads said they would take a 
second job, if available, and an even 
larger percentage said their wife 
would take a job if available-
findings consistent with the high 
underemployment known to char-
acterize the district. 


(4) A large majority, 70 percent, said 
they would not move to another 
community within the state to 
take a better job and 77 percent 
said they would nut move outside 


the state to take a better job. 
(5) 	 Although respondents resisted migra-

tion, they appeared to be mobile. 
Most (75 percent) said they would 
be 	 willing to drive over 20 miles 
to work and 40 percent said they 
would be willing to drive over 
35 nriles to work. 

(6)Nearly 90 percent said they felt the 

federal government should spend 
more funds in rural areas. When given 
the opportunity to choose two 
programs (from those considered in 
the above systems simulation) that 
would do most to enhance the over-
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all good of their community, the 
most favored program was industrial. 
ization (71 percent) followed by 
education (46 percent) and techni
cal training (54 percent). Public 
assistance programs and family plan
ning received little support, and 
ning c e n ati on for m n g 
federal compensation for moviug 
expenses rcceived the least supportof all. 

These findings seenm broadly consistent 
with the conclusions reached above con
cerning efficient programs to promotedevelopment. 	 ruralNegative attitudes toward 
migration and positive attitudes toward 
mobility and job development are consistent 
with industrial development programs focused 
on growth centers with minimum reliance on 
subsidies to speed outuligration. Wage supple
ments or other work-related welfare reform 
may maximize income transfers to the poor
because they arc compatible with the valuesof rural residents who see little need to ex
pand conventional public assistance programs. 

A case is made in this paper for a vastly

simpler yet more direct national growth
 
policy than the existing de facto centraliza
tion policy and a "Christmas-tree" policy
 
which some have proposed. The fundation of
the 	policy is a comprehensive income mainte
nance program, which rests on the judgment
 
that the nation should initiate a strong pro
gram to foster equity, then stress efficiency in
 
programs of balanced growth using public

funds where possible to encourage investment
 
by private industry.
 

A comprehensive income maintenanceprogram could provide the working poor with 
incomes at least as high as those on welfare, 
encourage family stability, maintain work in
centives, align payment rates among states and 
shift costs to the federal government in recog.
nition of the inability of some states to pro
vide assistance at levels that keep social prob
lems from spilling into other states. Schoolfunding reform could at once provide outlays 
for an adequate curriculum, align local taxes 
with ability to pay, compensate schools for 
net spillout of benefits, and reduce now 
powerful incentives for communities to seek 
industry rather than outmigration as a solu
tion to their economic ills. 



Other parts of the proposed policy for 
rural development focuses on efficiency-
improving the market structure and incentives 
of private industry in making location deci-
sions with maximum free choice left to firms. 
Incentives to private firms would attempt to 
align social costs (benefits) with private costs 
(benefits). Means include a system of tax 
writeoffs or direct grants to industry and pro-
portional to underemployment in an area, a 
wage supplement to reduce the private cost of 
underemployed rural labor to the, real costs, 
and labor mobility assistance to overcome 
lack of knowledge, capital constraints and 
other impediments to efficent functioning of 
labor markets. Planning and implementation 
would be through multicounty districts, with 
job creation emphasized in growth centers of 
20,000 to I million residents within reach of 
micropolitan commuters. 

This policy is as notable for what is 
omnmited as for what is included. It calls for 
people to be free to locate where they want 
subject to their paying the social costs as well 
as receiving benefits of that location. Accord-
ingly, all federal programs that subsidize com-
munity services and specifically encourage 
people to locate in socially inefficient places 
would be phased out. Federal grants to local 
governments and organizations for urban re-
newal, mass transit, model cities, utility con-
struction and general revenue sharing obvious-
ly have little justification in this framework. 
There appears to be no more justification for 
residents of sparsely populated areas to spend 
large sums annually for auto emission control 
to clear the air over our largest cities than for 
residents of these cities to pay additional 
taxes to subsidize utilities encouraging people 
to reside in country estates. To the extent 
that the federal government can borrow or 
guarantee loans on better terms than others, 
concessional loans can be made for water, 
sewer, electrical and telephone systems and 
for other infrastructure. 

The infrastructure grant and loan pro
grams which now constitute the bulk of the 
rural and urban development efforts are diffi
cult to justify on equity grounds because few 
dollars reach low income prople and are diffi
cult to justify on efficiency grounds because 
community service grants are not acost- effec
tive means for stimulating economic activity. 
If communities wish to expend their social 
overhead capital, they should be free to make 
their own choice of the level and combination 
of services they wish to provide, with appro
priate exceptions for health standards and for 
funding of schools and other services with ob
vious spillover and ability effects. Until a com
prehensive income maintenance program is 
initiated, it may be necessary to provide 
grants to depressed communities to bring 
water and waste disposal facilities up to ade
quate health standards. But on the whole, the 
appropriate policy isto assist viable communi
ties to generate an economic ba; then de
pend on the community to fund local services 
as they see fit to satisfy their preferences for 
the large range of goods and services they 
must allocate resources among. 

No measures of cost effectiveness of 
public funds to organize and plan community 
self-help were available for use in systems 
planning. However, these efforts seem to have 
most significant impacts on communities 
when accompanied by other public programs 
to expand job opportunities at home or else
where. Development of lagging nlicropolitan 
areas requires local organization, planning and 
program backup in the form of job generating 
resources from state and federal sources. How
ever obvious this conclusion that neither or
ganization alone nor planning alone, nor re
source backup alone is adequate; it has too 
often eluded those formulating micropolitan 
development policies in the past. 
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PROVISION OF RELEVANT KNOWLEDGE
 
AND TECHNOLOGY FOR RURAL PEOPLE
 

BY 

ERVEN J. LONG* 

Despite the program Designation of Paper book-but which developing countries and we 
I for the comments I shall make on the sub- who would help them must answer, somehow, 
ject of "Provision of Relevant knowledge and as we work on the development job.
Technology for Rural People." Ihave not pre- The topic assigned me is not only inipor
pared a scholarly paper-but instead just some tant, it is ingeniously worded. "Provision of 
issues and ideas which I should hope would Relevant Knowledge and Technology for 
serve to stimulate some mutual discussion. Rural People." A little lecture could be built 

There are several reasons for this. First, I around each word, if time permitted. "Pro
happen to occupy that type of Administrative vision" -What knowledge to provide? I low to 
position high enough so I do not have time to obtain or create it in order to be able to pro
prepare scholarly treatises, but not high vide it? Ilow to determine how much to invest 
enough to have someone do them for me. increation of such knowledge and technology 
Second, what I wish to talk about is related to as related to how much to itvest it dissemin
new legislation which may profoundly affect ating it to rural people? Who should develop 
the future of U.S. effort under the subject of it-public sector or private enterprise? flow 
our discussion, and which had its first legisla- financed, how institutionalized, to assure a 
live sanction by Congress just this Monday, steady flow? Ilow should knowledge and tech-
July 28. But most important of all, the ques- nology be provided? Through organized ex
tions I would like to bring up are those on tension programs? Through stepped LP educa
which we would like to have your sugges- tion of farm people so they can seek it ont 
tions-today or later. They are questions for themselves? Through-organized extension pro
which the answers are not in the back of the grams? Through stepped up education of farm 

*Associate Assistant Administrator for Technical Assistance, Bureau for Technical Assistance, )epartment of 
State, US-AID, Washington, D.C. 
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people so they can seek it out themselves? 
Through commercial enterprise, through 
specific development programs? "Relevant!" 
What does this qualifier mean, in principle? 
Useablc? Profitable? Socially desirable? 
Knowledge and technology which really ac-
complishes something significant in economic 
growth and development terms? Or is the 
measure more in terms of immediate human 
values? Aie knowledge and technology rele-
rant if their results are not felt immediately 
and directly by specific target groups (such as 
the rural poor) but only in more indirect and 
longer term ways through accelerated 

economic growth of the country?-What if the 
more indirect approach holds greatly more 
promise in the longer run? "Knowledge and 
Technology!" Should these be considered 
separately, or as different faces of the same 
factor? How much can be borrowed and how 
much must be created anew'? Who should 
make the decisions about it? Scientists, 
government planners, politicians, farmers, pri-
vate businessmen? ForRural People? Whto are 
Rural People? Most farmers in most develop-
ing countries live in villages and towns, some 
small, some large. And many farm families 
have members who live in cities, contribute 
money to the family back home, or receive 
money from it, as their relative needs and for-
tunes indicate. Who among these villagers andtown and city dwellers are "Rural?" 

Time does not permit expanding the list 
of questions nor examination of those I have 
mentioned. They serve merely to suggest the 
complexity of this topic-and why we must 
avoid assuming simple answers or adopting 
doctrinaire positions. 

I would like now to lay out just a few 
vexing questions which we do face today and 
on which we as Americans involved in assist-
ing developing countries must make some 
careful judgments in the years immediately 
ahead. 

The first has to do with how we balance 
our investments-and recommend to develop-
ing countries that they balance theirs-
between the production of new knowledge 
and technology tailored to LDC needs, and in 
the means for disseminating that knowledge 
and technology to rural people. 

It is of course, axiomatic that we must do 
both: that knowledge which no one uses 
speaks to an empty house, and that the spread 

of useless knowledge serves no purpose. But 
this axiom, however true, does not face the 
issue. The question is, how should slender U. 
S. and developing country resources be allo
cated? Which are the points of relative 
strength, and of relative weakness, in the 
existing system? 

A few things relevant to this question we 
have learned. We started in the foreign aid 
business 25 years ago with an assumption that 
American farmers knew how to farm well, and 
that our extension agents knew how to advise 
them on how to farm well. The need was,
 

therefore, to share these extension advisors
with the poorer countries to help advise their 
farmers. This didn't work, of course, as there 
were too many LDC farmers and too few U. 
S. extension Agents. And, furthermore, our 
knowledge didn't fit well their needs. So we 
helped the LDCs develop extension services 
and community development systems of their 
own. Some countries quite thoroughly 
covered their countires with such public ser
vants. but results were disappointing. The 
reasons for this have not been analyzed suf
ficiently. Some studies I made and others I 
have seen suggest strongly, however, that the 
problem was not so much that the farmers 
wouldn't or didn't make the recommended 
changes-but that the changes were not suf
cie t table orabe for tem t
ficiently profitable, or reliable for themn to 
continue; so they drifted back to previous 

practice. In any event, change-for change-sake 
serves no purpose, and those changes recom
mended had no great power to alter the basic 
situation of pitifully low productivity and 
hence low incomes to the farmers. 

More recently, we have seen instances of 
radically changing faces of agriculture in cer
tain areas of the underdeveloped world-with 
farm production and incomes going up rapid
ly. These are usually local phenomena, whose 
magnitudes are masked in national averages. 
In each important case of which I am aware, 
these farm development Oases have been the
result of a quite radically chianged technology, 
so profitable and low risk to farmers that the 
news spreads almost by word of mouth, from 
farmer to farmer. 

One of the phenomena we need much 
better to understand is how the processes of 
farmer-to-farmer communication can be most 

effectively harnessed for extension purposes. 
In separate studies I did in Wisconsin, Tennes
see, and India, I found that the vast majority 
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of farmers who adopted improved practices 
said they got the information from other 
farmers. What makes this happen? flow can it 
be harnassed to minimize public sector cost? 
Certainly, the profitability of the new practice 
is a factor, but there must be others. 

We have learned, of course, that our 
knowledge and technology does not apply
directlj to the LDC; it has been developed to 
deal with an agriculture vast different in all 
respects-climate, soils, size of farm, literancy 
levels, etc.- from most of the developing 
coun tries. 

But we have also learned that this cannot 
be done indiyidually by and within each coun-
try. The cost of developing new knowledge 
and technology with genuine power to trans-
form the basic parameters, is a high cost in-
vestment. We must develop systems which 
find those basic things of sufficient generality
that they need be done at only one or a few 
places at most, and do them there on behalf 
of the entire world. And we must identify 
those things which must be done locally, and 
do them in sitts-and work out all the corn-
binations in between, 

To attempt to develop all the needed new 
science and technology in every country in-
dividually will simply be too costly. It will 
foredoom the LDCs to trivial improvements, 
economic backwardness and the world to ever 

shrinking per capita food supplies. Even we 

cannot afford longer to develop our own 

knowledge and technology for our own agri-

culture in isolation from potential contri-

butions of researchers working throughout the 

more and the less developed world. 


But even with the best systems for de-

veloping new knowledge, there arises tile
prior

question of financial requirements, hence, my 

question of relative priorities. I raise it be-
cause it is currently on the budget Agenda of 
every LDC and of most Assistance Agencies in 
one way or another. I am told that the LDC 
public allocation to research functions is 
about one sixth their allocation to extension, 
whereas our allocation to research exceeds 
that to extension. Which is the proper way for 
LDCs to go on this? 

My second broad concern has to do with 
how we and the LDCs can shape knowledge 
and technology to fit the needs of LDC 
farmers-especially those who constitute the 
rural poor. 
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Our Congress, and the Executive Branch 
of Government expressing the attidues of the 
American public, and certainly my own point 
of view, have strongly mandated that U. S. 
foreign aid should be directed at helping the 
"poor" essentially the "rural poor." This is 
based on the obvious fact that there is no U. 
S. interest, nor should there be, in having rank 
and file taxpayers contribute- even though
ever-so.little-to the well being of foregin per
sons already as well or better off than they. 

It is built also, I fear, on a presumption 
that our past assistance has not been so 
directed. However true this may or may not 
be for other forns of assistance, I do not 
know; but I do believe that most Americans 
working overseas on behalf of LDC agriculture 
would be surprised to learn that they have not 
been working on behalf of the poor, would in 
fact vigorously deny it. 

But there is some truth in the fact that 
we have not asked, analytically enough. just
how we can shape technology specifically for 
this purpose of serving the poor. 

Unfortunately. thcreis a lot ofconfu.zon
 
and a muddle of reason and rhetoric on this
 
point. Because American agriculture is -efti
cient," and because American farms are
 
getting even larger, there is a persisting belief
 
that large farms are getting even larger. diere
 
is a persisting belief that large farms are
 
getting even larger, there is a persisting helieft
 
that large farms are necessary to efficiency in
 
food production. Ilence, we must always
 
choose, so this misconception holds. between
 
increased efficiency which benefits the larger,
richer farms, on the one hand, and inefficient. 
subsistence type farming on the small farms. 
on tie other hand; inother words between
 
agricultural progress and social equity. 

Fortunately, this is not the case. This is 
one area in which I have researched all my
professional life. The evidence is now over
whelming and all serious scholars agree, that 
from an economic point of view overall effi
ciency tends to be optimized on a size of farm 
roughly equated with an equal division of re
sources among the families who must earn 
their livelihood from farming. Returns per in
put unit are not higher, but generally lower, 
on the larger than on the smaller farms, ever'
thing else being equal. 

Technology in the abstract favors neither 
the larger nor the smaller farms. Most of the 



more dramatic technological developments in 
LDCs in recent years have, iv fact, been 
adopted in countries and regions with small 
rather than large farms. And yield increases 
have been associated primarily with small 
farm agriculture. 

However, knowledge and technology do 

not develop in the abstract; they are created 
by groups of people working on sets of prob-

lems. In this country, these have been largely
the problems of the larger, commercials 

farms-and the knowledge and technology 

have solved their problems and fitted their 

this may have beenneeds. In the long run, 
wise policy for us. Ido not know.Ithas cer-

tainly provided thenomic 
nomic growth. But such technological de
velopment will certainly ill fit the needs of the 
LDCs, and our mandate to be concerned with 
the poor. 

This heart issue, in my belief, has two 
dimensions: (a) how to get the agricultural 
economists and perhaps other rural social 
scientists to work on the hard, gutsy problems 
of technology development; and (b) how to 
get the "rural. poor" to be able to identify 
their needs in forms that researchers and tech-
nology developers can work on effectively, 
and to demand that knowledge and tech-
nology be developed to meet their specific 
needs. 

I do not know which of these two dimen-
iof the problem is the tougher. Although

sithe problem i e ts nd ther 

to work with the productionsocial scientistssoriente to orkawith tehn utoorientedscientistsscientists to shape technology to 
simple

meet special requirements would seem 

and straight forward, efforts to do so have 
been difficult to achieve. Basically, I feel that 
the problem lies with the over compartement-
alization of the disciplines, the over depart-
mentalization of our universities and, most 
especially with my economist colleagues' over-
weening desire to work with other economists 
on grand national or global models-useful in 
their place-rather than with their natural 
science colleagues on the nittygritty problems 
of design of a production research project 
against a mix of productivity and equity goals. 

I struggled long and hard on one oc-
casion, with much help from top administra-
tors at the Contracting University and in our 
own Agency, to bring a very successful re-
search project on weed control to meet the 

needs of the multitudes of common, small 
peasant farmers fo Latin America instead of 
the few large commercial farmers comparable 
to our own. Agricultural economists were 
quite excited at first, but quickly began to 
transform it into a project to design a large 

sector simulation model to deal with all 

aspects of agricultural policy, including, to be 
sure, approaches to technology and, oh yes, a 

little about control of weeds. But general 
simulation models don't kill weeds. Chemicals 
do, tools do, crop rotations do, hand weeding
does. The project was eventually brought 

down to earth and is,infact, under the direc
tion of an economist trying to get the produc
tion research directed to the right set of eco

and social parameters relevant to the 

small farmers. Our other efforts of a similar 
type have not always had such a promising 
outcome. I leave it with you, my colleagues, 
to find the answer. If we do not. find it, small 
farmers and other rural poor may well find 
that the knowledge and technology available 
to them fits their needs in a few spots and 
misses in many, and the opportunity to have 
participated effectively in development will 
havecpated t e y
 
have passed them by. 

My (b) question, as you will recall, is how 
can the poor farmer or other rural person be
come able to identify his problem in a way 
that can be effectively worked on-and bring 

his country's knowledge and technology de
veloping institutions to account in serving his 
needs? This is, I feel a real intellectural 

challenge to us all, especially the derived ques
tion: how can we help him; the rural person,develop this capability? 

There has been a great deal of attention 
of late-in research and in policy-on one part 
of this problem; namely, the development of 
institutions through which such people can 
communicate effectively their felt needs and 
desires. "Participation "is the key work in this 
dialogue. 

This emphasis in sound and I applaud it. 
But I feel that the first part is the tougher: 
how they can come to identify problems and 
needs in forms that lend themselves to solu
tion! 

One anecdote will illustrate. As a part of 
a graduate course on research methodology I 
taught to junior university professors in India 
(from all major departments of their Univer
sity) I organized interview teams to try to 
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identify key research problems felt by re-
presentative Indian villagers (i.e. firmers) in 
our locality. The interviewers were profes-
sional agriculturists with some presumed
special competence in problem identification. 
What they came back with were problems 
such as: Our incomes are too low: we don't 
have enough land; prices are too low; our 
labor costs too much; the government isn't 
doing enough for us; taxes are too high. 

What they didn't see as problems were 
that average yields of their principal grain was600 lbs. per acre, but some fields yielded 3-4 
times that amount. Why? They didn'tgation water actually flooding see irri-out the little 
gaion waegroactuallyeloo theutpondmoreittlebit of rice grown below the small ponds and 
their adjacent upland crops shrivelling for 
want of water.cows Why? onlyThey didn'tfew theirdairy yielding a seehundred 

pounds of milk a year for want of feed, and so 
overgrazing the grass that its production peryear was a small fraction of that in the fewencl su r s t rea h , nd h ate ca tl e cou d n ' 
enclosures the cattle couldn't reach, and what 

Commercial farmers would have com-
municated different kinds of problems: re-
searchable problems to which knowledge and 

technology might well be relevant. 
 The old 
adage that "the squeaky wheel gets the 
grease" is probably universally true-even in 
cultures in which the wheel is still foreign. But 
the squeak must carry a message with mean-
ing. This is an issue with a multitude of remit-
cations-calling for thought and analysis. 

In closing, I should like to comment 
briefly on what may become a mementous 
legislative breakthrough, rich with implica-
tions for us all. 

Last Monday, the House Committee on 
International Relations passed an amendment 
to the Foreign Assistance Act which was 
introduced by Congressman Fred Findley of
Illinois. It represents months of work on his 
part, in discussion with Universities, and by
AID. It will probably and properly be known 
as the Findley/liumphrey amendment, as it is
sponsored also by Senator Humphrey. It also 
may be known as Title XII, as this will be its 
numerical designation in the Act if it becomes 
law. 

it merges AID's interest in getting a new 
legislative mandateman wish in research with Congress.Findley's to get U. S. Universities 

fully involved in Agricultural Institutionbuilding in the LDCs. Though the amendment 
is lengthy and would accomplish several pur
poses, its central goal and purpose it to develop and institutionalize a more participativerole by our universities in the agricultural pro

grams of AID, and to placea larger such programs onterm , m ore secure b asis . Many toug h 
problems lie ahead, in getting the amendment 
passed by Congress and adequate funds for it. 
and even imore imiltantly, in gettingnew relationship thisbetween AID and the univer.

sities effectively and realistically structured.
 
The amendment will be, in my belief, what we
 
succeed in making it become. To be effective, 
it will require a quality of intellectual,
analytic and institutional discipline by all of 
us of a degree not yet developed. The ques
tions I have noted and issues I have touched 
on are just a few of the substantive tmatters 
which must engage the attention of all of us 
working, in part through this new amend. 
ment, I hope, on the problems of "providing
re!evant knowledge and technology for rural 
people." 

THE IMPORTANCE OF COOPERATIVE EFFORTS
 
IN PROVIDING COMMUNITY SERVICES
 

BY 
WILLIAM E. HARDY, JR.* 

There is much discussion today concern- solid waste disposal systems, education anding the availability and adequacy of public medical care are simply nonexistent or are ofservices and facilities in rural and nonmetro, very low quality in many rural areas. Effortspolitan areas. Necessary services such as sewer to improve public service delivery in many ofand water systems, transportation systems, these areas have resulted in only limited im
"Assistant Professor, Department of Agricultural Economitus and Rural Sociology, School of Agriculture

and Agricultural Experiment Station, Auburn University, Auburn, Alabama. 
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provements in service availability and little, if 
any, reduction in costs. 

In this paper, we are going to first look at 
the basic qualities of a public good and see 
why a governmental unit rather than private 
enterprise must provide these services. We will 
follow this with a discussion of the basic type 
of governmental unit and organization which 
is used to supply or administer public services 
and some of the associated problems and close 
with a discussion of two research projects in 
which I have been involved. The results of 
these projects point clearly to the economic 
gains and imnproved public accessibility that 
can be realized through the initiation of co-
operative efforts in providing certain services, 
A Public Good 

There are two basic qualities of certain 
goods which more or less prevent the market 
system from supplying the proper amount of 
these goods. In economic literature, we nor-
mally refer to these qualities as nonrivalness 
and nonexcludability. By nonrivalness we 
mean that when one individual consumes a 
good he does not diminish the satisfaction or 
consumption benefit that another individual 
gets from the good. For example, our nation's 
defense network protects me from foreign ag- 
gression. The fact that I am protected does 
not keep you from being protected. Contrast 
this to a loaf of bread in the market place. If I 
consume a loaf of bread then you cannot have 
any of it. 

The nonexcludability concept implies 
that an individual connot be prevented from 
consuming a good for nonpayment. Again 
using the military for an example, if I do not 
pay taxes to support our defense system, my 
degree of protection is not diminished. Even if 
I go to jail for nonpayment of taxes, I am still 
protected. In contrast to the market good, if I 
do not pay for the loaf of bread, I cannot 
consume it. 

These two qualities, nonrivalness and 
nonexcludability, work together to create 
what is called the "free-rider effect." Since 
my consumption of the good does not reduce 
the enjoyment that you get from the good 
you do not care whether I consume it or not. 
Also, since I cannot be prevented from con- 
suming the good for nonpayment, I will not 
pay. I will wait for you to pay for it and I will 
take a "free ride." It is perfectly rational for 
each individual to have this viewpoint and as a 

result, without some form of government or 
collective action, the good will not be sup. 
plied since no individuals are willing to buy. 

Now let us see how some of our more 
common public services fit into the conven
tional public good framework, Sewer and 
water systems exhibit the quality of nonrival
ness, however individuals can be prevented 
from using such service if they do not pay the 
established fees. Transportation systems 
present a similiar situation except that there is 
some degree of rivalry. Each vehicle can carry 
a finite number of passengers. Solid waste dis
posal systems are also similar to these cases if 
door-to-door pickup and a fee system is used, 
but such systems are more like the conven
tional public good if containerized collection 
is used. With this type of collection, indivi
duals cannot be charged for the amount of 
waste that they place in the public container. 
The educational process is a good in which we 
see some rivalry but in our public system, 
little excludability. Medical care, as a service, 
also has a fee structure which serves to restrict 
entry and crowded waiting rooms clearly 
demonstrate that there is rivalry. This rivalry 
for the use of our limited medical resources. 
coupled with uneven distribution of these re
sources relative to population have created 
severe shortages of medical care in many rural 
areas. Public health programs have removed 
the excludability problem, but the rivalry and 
limited accessibility still exist. 

Another important factor which forces 

governmental or collective efforts in the 
supplying of some goods is the scale of the 
operation that must be established to mal'e 
provision of the good economically feasible. 
In densely populated areas, the demand for 
certain services and facilities might be concen
trated enough to areas, however, the total de
mand will like ly not be great enough to 
entice private enterprise to enter the market 
for the particular good and will also place 

severe hardships on small governmental units 
in their attempts to provide the service. 

A final factor which we must consider 
when we look at the use of public services is 
the costs that are levied upon society when an 
individual, because of an established fee struc
ture or because of limited access, decides not 
to use the service. In solid waste disposal for 
example, a household may elect not to pay 
the pick-up fee or deliver the waste material 
to a suitable container and dispose of it on his 
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own or adjoining property. This creates pollu- 
tion forwhich we all must pay. If an individual 
does not seek medical service because of the 
fee structure or because it is not convenient 
then we will all pay through that person's lost 
productivity and additional medical costs and 
resources that may be used if the person 
should become more seriously ill. 

Governmental Organization 
and Service Deliver, 

Because of the nonrivalness and non-
excludability qualities and the sparse popula-
tions of most rural areas, we are forced to rely 
upon some form of governmental unit to pro-
vide the necessary services. These collective 
units solve many service delivery problems, 
but at the same time, create many more.
Lonnie Jones and Paul Gessaman, in a paper

Lonne Jnesand ina pperaulGesaman 
to the 1974 Annual Meeting of thepresented 

American Agricultrual Economics Associa-
tion, point out many of the problems associ-
ated withisuch agencies.181 

In discussing the public bureau, the most 
common organizational form for public service delivery. thley attempt to answer two ques-

ic"eiey hyatmp oase w us 
tions. "What are the efficiency implications of 
alternative organizational forms for service de-livery? And what are the implications of alter-
ntive ogAnizwhatartio lefomsltonsuter.native organizational form s for consum er 
satisfaction with service delivery?' They indi-
cate, through reference to the research of 
others, I 01 that the public bureau can be 
thought of as a "non-profit monopolist 
operating under a cost reward system dif-
ferent from that familiar to privately owned 
profit-making firms,' leading to an inefficient 
use of resources. Even more inefficient than 
the monopolist operating in amarket setting. 
The basic problems come forth through the 
management of the public bureau. Jones and 
Gessaman stress that the bure:ucrat attempts 
to maximize his satisfaction through viewing 
such variables as salary, reputation, size of the 
budget and ease of managing the office. Such 
objectives may lead to further inefficient use 
of resources and make the public service or-

ganization a great deal less responsive to the 
needs and desires of the public which it is 
designed to serve, thus reducing consumer 
satisfaction. The design of the public bureau 
breeds such desires of the public which it is 
designed to serve, thus reducing consumer 
satisfaction. The design of the public bureau 
breeds such desires in their management. We 
cannot hope to enjoy the efficiencies which 

should come from consolidated, properly or
ganized governmental systems without some 
alternative organizational form which would 
encourage management to be cost and cus
tomer conscious. Such a system would require 
clear and direct channels for information to 
flow from the user to management. 

The C'ooperative Effort 
Numerous studies have been completed 

rec ently stu des iged b e mnete 
recently which were designed to examine the 
economics of consolidating and comhining 
governmiental units in their efforts to provide 
needed community services. As might be ex
ptected, some studies have indicated that 
savings could be realized through consolidationl 71 and others have indicated that 
smle srianitsere moe en mically
smaller service units were more economically
efficientl t .t I I. The basic conclusion of these 

studies was that economies of size were 
realized up to a point and after that, costs
either remained relatively constant or in
creased as inefficiencies in management began 

to create diseconomies. 

Two studies in which I have taken part
indicated similar results-gains could be 
rndiced slr eults-gansold be 
realized over a given level of consolidation andincreased costs thereafter. I feel that the re
sults of these studies are valid and I would liketo d s u s he f r h r wi h y . 
to discuss them further with you. 
A Regional Solid Waste Program 

The first iesearch results which I would 
like to discuss came from a recently com
pleted project in which we were attempting to 
determine the least cost solid waste manage
ment system for a five county area of north
west Alabama 1 31 The research results per
mitted a determination of the best number 
and locations for sanitary landfills for each of 
the five counties, three multi-county sub
regions and the entire live-county region 
taken as a whole. The size of the service area 
for each landfill and the best routes for the 
trucks to travel in collecting the solid waste 
were also determined. 

Several computational steps were re
quired to establish the least cost system for 
the five-county region. First, potential sites 
for sanitary landfills have to be established. A 
total of 34 potential landfill sites were desig
nated throughout the area witli site selection 
being based upon soils data supplied by the 
Soil Conservation Service. Pick-up points for 
locating waste disposal containers were estab
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lished through the use of census enumeration points and the potential landfill sites. Each
district maps. These maps, with their associ- city within the area was assumed to have its
ated population data, made it possible to own collection service which would deliver 
designate 237 pick-up points distributed the waste to a central transfer station. These
throughout the area relatively near the popu- points were considered as a single pick-up for
lation. The map presented in Figure I illus- each city for transfer to the landfill. 
trates the spatial distribution of the pick-up 
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Figure 1.Spatial distribution of solid waste collection points and potential sanitary landfill sites. 
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TABLE I
 
Initial capital investment, and annual operating cost for specified number
 

of landfills in five counties of northwest Alabama
 

Area served Number of
landfills 

(number) 

Winston County ....................... .I 

Winston County ....................... .2 

Winston County ....................... .3 

Marion County ........................ 1 

Marion County ........................ 2 

Marion County ........................ 3 

Franklin County ....................... 1 

Franklin County ....................... 2 

Franklin County ....................... 3 

Colbert County ........................ 1 

Colbert County ........................ 2 

Colbert County ........................ 3 

Lauderdale County ..................... 1 

Lauderdale County ..................... 2 

Lauderdale County ..................... 3 


Col., Lau.a ........................... I 

Col., Lau ............................. 2 

Col., Lau ............................. 3 


Win., Mar., FkI.b ....................... I 

Win., Mar., Fkl ......................... 2 

Win., Mar., Fkl ......................... 3 


Win., Mar., Fkl., Col.c ................... 1 

Win., Mar., Fkl., Col ..................... 2 

Win., Mar., Fki., Col ..................... 3 

Regiond.............................I
Region ............................. 2 

Region ............................. 3 


Region ............................. 4 

Region ............................. 5 

Region ............................. 6 

aColbert County and Lauderdale County 

bwinston County, Marion County, and Franklin County 

CWinston County, Marion County, Franklin County, and Colbert Coun'ty 

dAll Five counties 
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Initial Annual 
investment operatingcost 

(dollars) (dollars) 

203,450 83,461 
317,715 118,342 
409,967 171,948 
222,730 100,630 
337,275 139,596 
428,627 180,298 
218,405 95,317 
332,885 134,457 
424,387 179,737 
283,480 114,375 
388,225 149,350 
514,557 211,981 
429,630 167,072 
492,645 171,836 
630,147 248,895 

613,535 239,971 
679,820 255,098 
799,966 278,402 

486,275 215,370 
540,775 240,445 
660,674 275,712 

696,950 301,219 
732,100 300,859 
849,699 309,474 

1,130,195 505,480
1,039,495 442,755 
1,139,495 456,197 

1,266,095 502,621 
1,397,695 538,313 
1,470,890 594,192 



The next step in the computational 
process was to determine the best location for 
various numbers of sanitary landfills for each 
county, subregion and the total five county 
area. A computerized "best location" 
algorithm 5 1 selected as best those potential 
landfill locations which would minimize the 
total travel if a single trip were required to 
deliver the waste from each collection point 
to the sanitary landfill, 

After each best location was determined, 
a computerized routing program[ 4 ] was used 
to determine the least cost routes for the gar-
bage trucks to travel in collecting the waste 
products. This route analysis permitted a 
determination of the amount of time that 
would be taken in serving each landfill and the 
number of trucks required. 

The final step in deternining the least 
cost solid waste management system for the 
five county region was to assemble the results 
of the location and routing analyses into cost 
data. The data presented in Table 1 illustrate 
the initial investment and operating costs for 
specified numbers of landfills for each county, 
for three multi-county subregions and for the 
total five county region. 

The data indicate that there are definite 
economies of scale to be realized in the opera-
tion of a solid waste management system in 
the five counties being considered. These 
economies are realized through the interaction 
of the landfill operations cost and the 
assembly cost involved with collecting and 
transporting the solid waste material. As the 
number of landfills is increased, the size of 
each operation and its respective service area 
is decreased. This decrease in the size of the 
landfill operation possibly makes for more in-
efficient use of landfill equipment, thus creat-
ing diseconomies. The decrease in the size of 
the service area, however, reduces the number 
of transport miles that each truck must travel, 
giving a possibility for cost savings, 

For each individual county and for the 
two subregions covering the smallest geo-
graphic area (Colbert and Lauderdale, and 
Winston, Marion and Franklin), the least cost 
system from the viewpoint of annual operat-
ing cost is to have a single sanitary landfill. 
However, as the area being served was in-
creased to four and five counties, the data in-
dicate that costs can be reduced if two land- 
fills are used, but increased if three or more 

are established. The total cost curve presented 
in Figure 2 illustrates the annual regional 
operating cost data given in Table I and em
phasizes the presence of economies of scale of 
the regional solid waste management system. 

The major objective of the research was 
to determine the least cost collection and dis
posal system for the total five county area. 
The data presented in Table 2 represent the 
total annual operating costs for various 

systems which serve the entire five county 
region. These cost values indicate that definite 
dollar savings can be realized if the five coun
ties considered in the study cooperate in the 
operation of a solid waste management 
system. The least cost system from the 
regional standpoint is to have two regional 
sanitary landfills. This alternative, with an 
estimated annual operating cost of $442,755
would permit the counties to save more than 
$12,000 annually over the second best alter
native and more than $118,000 over the alter
native where each provides its own system. In 
fact, there are at least ten possible systems 
which have a lower annual operating cost than 
the combined individual county system, cost
ing $560,855. 

The results of this study clearly indicate 

that there are economies of scale to be 
realized in the operation of a solid waste 
management system and that a regional sys
tem can be justified from a cost standpoint 
for the study area. 

A RegionalHealth CareProgram 

The second project with which I have 
been associated in the area of planning a 
regional approach to service delivery was a De
partment of HEW sponsored project directed 
toward health care 61 •The availability of ade
quate medical services is a problem facing 
many rural communities. One possible ap
proach to solving the problem is through the 
use of satellite clinics staffed with paramedical 
personnel or a nurse practitioner working with 
a doctor or team of doctors stationed at a 
central medical facility1 .91- With this concept 
in mind, a study was designed to determine 
the best locations for specified numbers of 
such clinics in an area of central Virginia. The 
area included four basically rural counties 
(Nelson, Greene, Fluvanna, and Louisa) 
having very limited medical resources and one 
more urbanized county (Albemarle) with the 
city of Charlottesville and bountiful medical 
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IABLI, 2 

Total annual operating costs for various solid waste 
management systems serving the entire five county region 

System combination Annual Total annual 

Counties Number of landfills operating cost operating cost 

(dollars) (dollars) 

Regiona ...................... 2...............442,755 442,755
 

Win., Mar., Fkl.b ............... 1.............. 215,370
 
Col., Lau.C ................................ 239,971 455,341
 

Region ...................... 3 ............... 456,197 456,197
 

Win., Mar., Fkl., Col.d. .......... 2 .............. 300,859
 
Launderdale ................... I .............. 167,072 467,931
 

Win., Mar., Fkl., Col .............. I ............... 301,219
 
Lauderdale .................... I ............... 167,072 468,291
 

Win., Mar., Fkl.................. I .............. 215,370
 
Col., Lau ..................... 2 ............... 255,098 470,468
 

Win., Mar., Fkl., Col.............. 3 ............... 309,474
 
Lauderdale .................... I ............... 167,072 476,546
 

Region ...................... 4 ............... 502,621 502,621
 

Region ...................... I .............. 505,480 505,480
 

Region ......................5...............538,313 538,313
 

Winston ...................... I .............. 83,461
 
Marion ...................... I ............... 100,630
 
Franklin ..................... I .............. 95,317
 
Colbert .................................... 114,375
 
Lauderdale .................... I ............... 167,072 560,855
 

aAlI five counties 
bWinston County, Marion County and Franklin County 
Colbert County and Lauderdale County 
dWinston County, Marion County, Franklin County and Colbert County 

resources at the University of Virginia Medical fy the geographic locations of the area resi-
Center, Figure 3. dents and their associated demand for health 

For the analysis, it was assumed that indi- care. A total of 88 demand points were desig

viduals needing medical care would travel nated throughout the five county area to re
present this demand. The assumption wasfrom their homes to the satellite clinic for 
made that these points would also serve as

initial treatment and screening and that some 
of these would be referred to the central potential locations for the satellite clinics. 

medical center at Charlottesville for more in- Two sets of location analyses were com
tensive or extensive treatment. It was also pleted. One permitted the satellite clinics to 
assumed that the use of existing medical re- be located only within Albemarle County, 
sources in rural areas would be continued. As while the other permitted clinic location with. 
with the solid waste project discussed earlier, in any of the counties-total regional coopera
census enumeration district maps and their tion. The relative locations for up to five 
associated population data were used to speci- clinics are illustrated in Figure 3. 
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Figure 3.Specifieand potential clinic sites for
five central Virginia counties and sites selected as best 

TABLE 3
 
Best five locations, expected annual chiic visits and average miles per visit 

for rural health clinics serving five central Virginia counties 

Only Albermarle County All possible 
locations considered locations considered 

Clinicnumber Annualclinic Averagetravel miles Clinicnumber Annualclinic Averagetravel miles 
visits per visit visits per visit 

1 221,897 5.41 1 226,725 4.22 
2 22,334 23.55 2 19,850 25.05 
3 20,140 16.78 3 15,291 24.10 
4 19,154 11.70 4 28,022 14.64 
5 17,753 20.60 5 11,390 13.54 

TOTALS 301,278 8.81 301,278 7.92 

89
 



The d:.ta presented in Table 3 illustrate many of those who would visit these clinics 
the savings that could be realized through would be from lower income groups.
 
regional cooperation in terms of average Is Regional Cooperation the Answer?
 
potential miles traveled from the patients'
 
homes to the clinic site. If Albemarle County The two studies which we have discussed
 
alone attempted to serve the region's needs, indicate that the regional concept for the pro
each patient visit would require an average of vision of community services could reduce
 
8.81 miles of travel. From a regional view- costs and increase accessibility. Such programs 
point, however, the total demand could be could be highly successful if administered and 
served at an average of 7.92 travel miles per promoted properly. In these days of increas
visit, saving nearly 270,000 annual patient ing accountability for public funds and in
miles. At 15 cents per mile, an annual saving creased demand for public services, we must 
of $40,000 in travel costs could be realized, a attempt to use the most economically effi
significant amount when we consider that cient means at our disposal. 

REFERENCES
 

I. 	Clayton, Kenneth. "An Evaluation of the Economic Feasibility of a Regional Solid Waste System for the 
Southwestern Indiana and Kentucky Council of Governments Region." M.S. Thesis, Purdue University, 
1972. 

2. Eddleman, B.R., "Areawide Planning for Optimum Location of Hospital Facilities for Rural People," S.J. 
Agri. Econ. No. 1(1972), pp. 89-95. 

3. Grissom, Curtis L., and William E. Hardy, Jr., Planning for Community Services in Rural Areas: A Regional 
Approach to Solid Waste Management. Ala. Agr. Exp. Sta. Res. Bul. 464, January, 1975. 

4. 	Hallberg, M.C. and Kriebel, W. R.Designing Efficient Pickup and Delivery Route Systems by Computer. 
Penn Agr. Exp. Sta. Bul. 782, 1972. 

5. Ihardy, William E., Jr. A Computer Program for Locating Economic Facilities. Ala. Agr. Exp. Sta.-Agr. 
Econ. Ser. 24, March 1973. 

6. 	 , J.Paxton Marshall, and J.Edwin Faris. "Determining Locations for Rural Medical Clinics: 
A Model and its Use."S.J. Agr. Econ., No. 2 (1973), pp. 165-174. 

7. Holscott. D.J., Regional Solid Waste Study and Plan. Alabama-Tombigbee River Regional Planning and 
Development Commission, 1972. 

8. Jones. Lonnie L., and Paul [I.Gessaman. "Public Service Delivery in Rural Areas: Problems and Decisions." 
An. J.Agr. Econ.56 (1974): 936 -944. 

9. 	Moore, George, "The Health Outreach Clinic." Mimeographed. Charlottesville, Virginia: Albermarle
harlottesville Ilealth Department, 1971. 

10. 	 Niskanen, William A. "The Peculiar Economics of Bureaucracy." Amn. Econ. Rev. 58 (May, 1968): 
293 -305. 

II. 	 Schreiner, Dean, George Muncrief, and Bob Davis, "Solid Waste Management for Rural Areas. Analysis of 
Costs and Service Requirements," Am. J.Agr. Econ. 55 (1973): 567-576. 

PLANNING AND IMPLEMENTING SOCIAL SERVICES:
 
AN INTEGRAL PART OF RURAL DEVELOPMENT
 

BY 

JOHN L. FISCHER* 

I. Introduction 	 reversed, and more than a lucky lew of 

The purpose of this talk is to stimulate the developing countries avoid rapidly in
dialogue and discussion which I have re- creasing levels of social disorganization, 
cently come to believe is absolutely economic chaos, political instability, and 
necessary if dangerous trends are to be finally violence. Their already crippled 

*Professor, Department of Agriculture Economics, College of Agriculture, University of Arizona, Tuscon,
 
Arizona.
 
**Resulting from rapidly rising oil prices and world wide inflation.
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developmental efforts** will be further 
damaged, and a viscious circle be ini-
tiated. I make no claims for presenting
"objective truth," but rather draw on ob-
servations and experience as: (1)a
national level agricultural and rural sector 
planning, economic research and policy
adviser, (2) project evaluation and 
management consultant, (3) aid agency
administrator, and (4) academician in-
terested in socio/economic development,

do not apologize for avoiding any 

pretext at expounding "objective truth" 
because if there is anything we should
have learned from experience during the 
past 20 years, it is that in development,
"objective truth" is extremely elu.ive.
Many development programs now re-
garded as failures were based on what at 
the time was accepted "lock, stock and 
barrel" for "objective truth." Academia 
including the research sub-community, is 
as guilty as anyone for speaking with 
force and authority when questioning,
contemplation and humility would have 
been more appropriate. For example, the 
highly touted green revolution, once re-
garded in many circles as the ultimate 
solution to hunger, is now recognized as 
having many shortcoming, some socio/
economic, but some technical. [1] An 
article in a Kenya Newspaper in mid-June 
said it had turned "Brown," and another 
author had dubbed it the "Red Revolu
tion." [2] Community Development

(CD) was being pushed hard by aid agen-

cies 20 years ago because it was thought 

to be based on "objective truth." CD is 

now almost a "dirty" word! At the 

moment countries stressing small scale 

agriculture, which some of my colleagues 

once regarded as totally uneconomic and 

with no role in a development strategy, 

seem to be doing the best in both meeting

their national food needs, and spreading
the base of benefits from growth.[3] 

The benefits from the discussion I hope 
to foster could be: 
(1)In the short run: Improvement in the 

quality of judgment utilized by ad-
ministrators in planning agencies and 
policymakers, and, 

(2) 	In the long run: Revision in ques-
tions being asked in the research ef-
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fort 	devoted to socio/economic de
velopment topics.

II. 	The Need For Social Services In Rural 
Areas 

The developing countries differ in many 
ways, but one problem they share-social 
services in the rural areas fall far short of 
those available in the urban areas. In 
many developing countries the real level 
of living for typical rural people ranges
The 	 differentialfrom 1/15 is a major cause of theto 1/30th that of urbanities. 
t 	h ialw or ruseo tle
 

catastrophic, worldwide rush to already
troubled cities. In several countries ruralto 	 urban migration is being halted bypolice action. 

Rural development generally "gets
movin;" only when the cities "explode."
In the United States the rapid rise in 
interest in rural development (RD) in the 
political arena in the late 1960's was, in 
substantial degree, a result of the belief it 
could choke off the rush of rural folk to 
the troubled cities. In 1970 leaders of 
both the executive and legislative
branches tide that ...swells the nation's 
metropolitan areas."l 51 My wrath for de
veloping country leaders who become 
duly concerned for the rural masses only
when the cities are about to explode is 
moderated only by the fact that my own 
country has done no better. 

I1. 	The Problem 
The need is clear, and what is to be 
accomplished or how to create a delivery 
system are no serious problems. Aid 
agency files are filled with reports of pro.
jects where rural social service needs were 
recognized, and an external agency rose 
to the occasion and helped create a sys
tem for meeting the need. Typically, the 
local people recognize the value of' the
benefits, and are appropriately apprecia
tive. No insurmountable problems arise 
until the external resources have to bewithdrawn, i.e., the aid agency "pull
out." At a recent Conference on Develop. 
ment in Africa, sponsored by the Univer
sity of Arizona College of Nursing, illus
trations cited of programs collapsing. or 
being abandoned, included an effective 
health service, hospital, malaria program, 
and others.161 The frequently tn



answered question is how to do the job
and make the solution "take," oven the 
socio/economic environment and con-
straints at local, national and inter-
national levels, 
Where programs or projects have failed, 
was failure predictable because the crucial 
aspect of the problem was not properly
perceived from the beginning? I suggest 
the answer is "Yes," and we can obtain 
proper perception by asking, "Why do 
rural people not already get more and 
better social services?" The "simple
answer" is "rural people cannot pay for 
them." Aid agency related efforts have 
tended to break down when the aid 
donor ceases the subsidy (no matter what 
the form), and costs have to be borne 
locally. Impressive, technically sound 
national programs have frequently fallen 
behind schedule because those with the 
"power of the purse" conclude the pro-
grams do not represent the wisest and 
best use of limited national resources,
usually tax revenues, i.e., don't "pay
off," or "the country can't afford them." 
The wealthy find ways to get social serv-
ices; the poor do nct. Inadequate social 
services for rural areas is rooted in 
inability to pay, i.e., low rural income, or 

more bluntly, rural poverty. This, I sug.

gest, identifies where the attack must be-

gin in a workable strategy to reach rural 

folk with what they so badly need. 


Imentioned earlier that 20 years ago 


Community Development (CD) Was a 
favorite of aid agencies. CD did not "fall 
from grace" because we were unable to 
assemble effective mechanisms for 
delivering social services. CD was knocked 
out of the development "batter's box" by
ministers of finance and national planning
organizations when they became aware 
that delivery of social services to rural 
areas caused demand for them to sky-
rocket and the cost was beyond the capa-
bility of the economy to sustain. Income 
was rising much more slowly than de-
mand for services. Politically, few de-
veloping countries could take the "heat" 
from CD. 
The world food crisis and the problems
associated with social services are inter-
twined and very similar. Schwartz ob-
served, "The immediate cause of famine 
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is not outright lack of food-,but that the 
poor have no money to buy it."17 

Food, like social services, flows to those 
areas and families able to afford it. Solve 
one problem, and we may find the other 
one solved too. Searching for ways to re
duce the costs for delivering social serv
ices, like reducing the cost of producing
food, will be helpful, but a much greater
impact can be achieved, Ibelieve, by con
centrating on the other side of the equa
tion. Of course, the two approaches com
plement one another, and I am not ad
vocating an "either/or approach." 
"The lesson" is that social service delivery 
must be linked close to income increasing
activities. Foreign aid is temporary, and 
developing countries without great oil (or
other) revenue cannot subsidize large
numbers of citizens for very long.

IV. The World Agricultural Productivity/
Rural Poverty Crisis 

Most of the world's poverty-stricken
people are in the agri/rural sector, and the 
vast majority of the families (70%) in the 
sector are poverty.strickenl 8l. Starva
tion, suffering and lack of hope from inade
quate social services are primarily rural 
phenomenon, rooted in rural poverty.
Throughout the world, low income ispri
marily a result of low productivity in rela
tion to the human factor, and the least 
productive tend to be in agriculture. In
creasing productivity is the key to boththe food crisis and the social services 

problem. 
Haven't development economists always
been concerned with increasing produc
tivity? Yes, but when the people most 
susceptible to suffering are considered,
whose production is to be encouraged be
comes of equal importance to getting 
more product produced. Aggregate 
growth is not enough. And, I suggest it is 
on this score that the economic and social 
development professions have miserably
failed developing country planners and 
aid agency policymakers until very re
cently. 
For years the concepts on which many of 
us relied blinded us to what was happen
ing to the masses of rural people.19] De
veloping country economic development
plans have largely ignored"..., that few 

http:people.19


people. ... shared in the (economic) 
growth process and many ... suffered an 
actual reduction in the quality of their 
life." 11 In four countries in which I 
have worked in recent years, total agricul-
tural production has increased at a favor-
able rate, but the majority of the people 
are relatively worse off today than they 
were 10 years ago, and the majority of 
the people in all four countries are rural. 
On a worldwide basis, I suspect most de-
veloping countries face the same plight. 
(Documentation to this effect is being re-
vealed on an almost daily basis. I I Until 
very recently little was done to focus 
attention on the fact that in many coun-
tries at least one-third of the rural popula-
tion are unemployed and 60-70 percent 
of the remainder underemployed, and" 
... these people, no longer linked to 
societ5 through their traditional roles. 
are being shoved to the margin ofIif 	 .. ,,i12] Until recently the social 

impacts from agricultural developments 
strategies directed primarily toward new 
technology adoption and the use of more 
capital and labor saving methods were 
largely ignored, 

We are doing better now, but I fear not 
well enough. The recent Congressional 
Mandate to AID[ 13] and IBRD policies 
[141 are excellent, but impacts badly 
needed now will lag by several years. 
Momentum from past policies must run 
its course. A.U.N.D.P report predicts" 
... wastage of human resources in the 
agricultural sector in developing countries 
will increase from about 25% over-all in 
1970 to around 30%by 1980. "ll] The 
situation is frightening and heartbreaking. 

V. 	 The Planning Challenge 

First, let us recapitulate: 

(I) 	 There is no mystery concerning 
what needs to be done to alle-
viate the current crises rooted in 
rural poverty, 

(2) 	 The high priority need is to im-
prove the quality of life available 
to the rural masses, 

(3) 	 Both the quantity and quality of 
social services delivered must be 
increased. 

(4) 	 However, to accomplish this, in-

come in the rural areas must 
arise, and 

(5) 	Whose income increases is as im

pwtant as is agegte ro t 
How can the job be done? Within the past 
two years, a program and project ap
proach which, given good planning and 
effective administration, rises to the 
challenge has come to the forefront. It is 
Integrated Rural Development (IRD). 

VI. 	 THE "TIME HAS COME" FOR IRD 
The Honorable ayed Marei, in his presi
dential address to the World Food Con
ference, set the stage for a revised per
spective for agri/rural planning when he 
declared old methods for dealing with 
food problems".... have been found in
adequate .... and we cannot leav.... 
[the food problems] .... slution to the 
...slow workings of the,normrl de

velopment process and existing mechanvlpetpoesadeitn ehnisms.... We must raise the food problem
above the [agriculture] sector.' 6 Presi
dent Echeverria (Mexico) has added the 
capstone, "The coming deadeds will be 
dominated by three central problems, 
food, population growth, and unemploy

met... Only by facing the trinity to
gether will we find solutions. . .,,l171For 

planners, the keywords are above, and to
gether. IRD rises above the agriculture 
sector, and brings together the trinity... 
food, population growth and unemploy
ment. 
The environment is right for the IRD ap
proach to take firm root and grow. We 
have finally learned that the dual goals 
of: (1) increased production, and (2) 
social justice, in national plans are not 
only compatible, but are interdependent 
and must be addressed simultaneously.
Without rural development, there can be 
no sound or substantial overall national 
development. Whereas it was once be
ieved increasing the productivity of small 
farmers could not be done economically, 
the internal rate of return for well 
managed IRD projects can, in fact, be 
high. Recent evaluations have revealed 
the "standard brand" approach used for
agricultural development in many de
veloping countries during the past 20 
years contains many traps and pitfalls. A 
well 	planned and effectively implemented 
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IRD programme provides the balance 
needed in goals for national plans, avoids 
the pitfalls of "standard brand" agricul-
tural programmes, and achieves bona-fide 
socio-economic development at a cost 
within the reach of the developing coun-
tries.' 8 IRD is the great hope of the 
moment. 

VII. IRD DEFINED 
As the popularity of [RD increases, there 
is dangtile teulrwill b prstinae te 
is danger the term will be prostituted to 
the point it is meaningless. ( recently re-
viewed a project with the words inte-
grated area development in its title, and it 
was neither integrated, nor was an area 
approach used; and another called a small 
farmer loan project which was for small 
farmers measured by U.S. and European 

playing onstandards! Both projects were 
the popularity of terms, but missing in 

substance). 

iansson, addressing an International 
Seminar on IRD expressed aims and roles 
of IRD as follows: 

"Its principal aim is to raise agri-
cultural productivity and to 
create agriculture-based, non-
farm employment, and thus to 
increase rural incomes. 

"At the same time ... make 
social services, such as health 
and education, available to the 

He adds that key elements are: (1) 
strengthening of local institutions to in
volve villages more fully; and (2) the inte-
gration of the programs of all national de-

partments and general directorates. 

VIII. IRD PROGRAM AND PROJECT PLAN-
NING 

IRD faces many special problems, not the 
least of which is the fact that the key to 
success lies in delivering a coordinated 
program to the field-something few de-

veloping countries can do. (I have ob-
served that the level of development is 
inversely related to a government's ability 
to coordinate and deliver programs to the 
grassroots.) In developing countries, 
ministries and general directorates are 
generally vertically oriented, and efforts 
to cut across their lines of authority 
fought off with viper-like ferocity. Even 

after the IRD approach is instituted some 
agencies will view the program primarily 
in welfare terms; others think of it as 
nothing more than a revised way to 
achieve production targets; and still 
others view it in political terms. Pulling 
and tugging, jockeying for position, and 
using IRD must be expected. Therefore, 
for the IRD approach to succeed, it must 
be an integral part of the national plan
supported 100% by national leadership. 
But equally important, there must be sup
port at the local level-from appropriate 
units of government, from local leaders, 
and from the people themselves.1 201 

Planning is a very serious bottleneck. 
Few developing countries have the capa
bility to do a good job of planning IRD 
programs and projects, partly because 
such planning is a relatively new 

phenomenon, and also because it is so 
complex. At the moment no prescription 
for who should plan is available, but who 
can't do it has been outlined, and specifi
cations for an organization that could, 

suggested.1 211 In many countries new, or 
drastically revised, planning organizations 
will be required. 

IX. 	 GUIDELINES FOR IRD PROJECT 
PLANNING 

While much remains uncertain about 
IRD planning, experience to date does 
provide guidelines which will help 
planners keep on target and avoid known 
pitfalls. They are: 122 

1. 	 Make a "people orientation" the key 
theme in all planning. 

This calls for planners to think in 
terms of utilizing physical resources 
to meet human needs, and not the 
reverse, as so frequently is done. 
Physical resources are important only 
as they relate to peoples' welfare. 

2. 	 Plan projects on an area basis. 

Use the resources of the area as much 
as possible for the benefit of the 
people of that area. Mass Shifts in 
population are not in the cards in 
many developing countries; there
fore, assume future increases in 
population will have to be produc
tively employed and receive social 
services within the area. 
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3. 	 Express project objectives in socio- This makes the IRD approach 
economic terms. "salable to ministries of finance and 

This will guarantee that the ultimate national plan organizations. 
goal of improving overall welfare will 6. Make full use of local leadership and 
not be overlooked or short-changed. involve the local people.
It establishes a sound basis for evalu- Projects prepared outside an area and 
ating porgress, and helps avoid con- carried out by those within the area
fusion between the means for are prone to fail. Recent worldwide 
reaching a goal with the goal itself. experience indicates involving local 
(The production oriented ministries people ismandatory.124 1 
and agencies, such as agriculture, 
whose services are vital to increasing 7. In all aspects of project planning. 
productivity are prone to confuse search for ways to obtain high re
means and ends in projects).1 231 turns (benefits) from limited re

4. 	 Make increasing agricultural produc- sources and factors. 

tivity the "hard core" project Search out the constraints, and re
activity. 	 move them. Emphasize self-help 

activities. For agriculture and effi-
There will be exceptions, but sub- cient system for delivering in a coor
sistence food production will be the dinated manner all of the inputs and 
most important economic activity in services required for the small farmer 
most project areas. Rapid increases in to become more productive must beproductivity generally can be established. The keyword is coordi

at reasonable cost if pro- nated. Groups, such as cooperatives.achieved 
jects are well planned, and managed. will have to be used. 

base ofBenefits accrue to a wide 
recipients. Agriculture is the logical 8. Integrate the establishment of local 
"starting place." industry and service organizations in 

5. 	 Make activities that improve the a way that they grow with increased 
quality of life an integral, equal part- production. 

ner in projects. 	 This will broaden the scope of rural
Coordinating the delivery of social development and effectively inle
services with increasing productivity grate agriculture, services and indus
selrovieit inceasingproductivitylktry. Thus, a dynamic aspect of eco
will 	 provide incentive for rural folk nomic growth is initiated. Marketingto produce more and remain in the of farm products, processing farm 

area. Tying increased amenities to in- outputs, producing inputs, and 

creased output will hold program rendering social services-all locally
costs within the capability of de-	 rneigsca evcsallcly
cotspincounthie, capabilityodes 	 are logical starting points for regionalveloping countries, and even states 	 dvlpet 
(provinces) within national borders. 	 development. 
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A POSITIVE APPROACH TO THE DELIVERY OF SOCIAL SERVICES: 
IMPLICATIONS FOR ECONOMIC DEVELOPMENT 

BY 

JAMES T. LINDLEY* 

This paper represents an attempt to apply John Neville Keynes distinguishes be
positive methodology to a discussion of the tween a positive science and a normative 
delivery of social services. To do so requires science stating "a positive science may be de
some discussion of the definitions and applica- fined as a body of systematized knowledge 
tions of the words and concepts that will be concerning what is; a normative or regulative 
used. Accomplishing that, we shall consider science as a body of systematized knowledge 
the implications of the use of positive relating to criteria of what ought to be, and 
methodology in reviewing social services and concerned, therefore, with the ideal as dis
development. tinguished from the actual." 1 

*Housing Program Director, Commonwealth of Virginia, Office of Housing, Richmond, Virginia. 
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To prefer "what is" over "what ought to 
be" or vice-versa, is not the question as far as 
the individual is concerned. Most of us oper-
ate on our dream of what ought to be or per-
haps what we think should be. Individual 
tastes and preferences as to "what ought to 
be" when utilized by an economist or mem-
bers of other disciplines, make the resulting 
decisions, normative decisions. The strength 
of any discipline, however, is in the positive 
scientific methodology that is employed by its 
practitioners. 

Policy recommendations based on an 
economist's perception of "what ought to be" 
are not necessarily any more or less reasonable 
than the perceptions of any other citizen. On 
the other hand, an economists evaluation of 
what will happen,* in an economy if certain 
courses of action are taken are more valuable 
than that of others because he (or she) is pre-
dicting by employing a methodological ap-
proach. On a more practical level, the employ-
ment of the positive scientific method means 
that the economist or planner is capable of 
presenting alternatives for solving problems, 
often with some knowledge of the various 
costs as well as benefits. 

It is probably too much to hope that even 
the most puritan of practitioners would be as 
detached as in the situation I have painted. 
Most would become somewhat normative be-
cause they feel strongly enough on issues to at 
least suggest courses of action that are favored 
by them, and quite likely a great majority 
would consciously or unconsciously lobby for 
their own point of view. 

If this be the case, if all persons are in-
herently normative, what value does a positive 
methodology have? Basically, I believe it is 
the control, in some instances the brake, over 
a practitioner to keep his analysis objective. It 
motivates him to attempt to employ empirical 
testing to support (sometimes destroy) a 
theoretical hypothesis. Most of all, it separates 
the practitioner of a positive science from 
other persons who engage in the formulation 
of solutions to problems or in plans for 
change because the use of a positive method-
ology forces the practitioner to be objective, 

Applying positive methodology to social 
services and development requires rigorous 
definitions of these terms. For this paper, 
social services shall mean any collective action 
to aid individuals which is undertaken by any 

other individual or organization, either 
government or charitable, for which there is 
not a market-valued payment in return. In 
essence, social services are goods and services 
delivered to one group for which another 
group pays, and, therefore, are a form of in
come redistribution. The desirability, or more 
appropriately, the efficiency of such a form of 
income redistribution depends upon the goals 
set up and assumptions made by the architects 
of such a system. 

Since thispaper deals with development, 

the goal of income distribution will be 
economic development. 

Development in economic terms can
 
ev n economic terms an 

meanneconoinet rot as m re bioranational product figure. Of more obvious 
concern, of course, is the amount of real net 
national product per person; therefore, real 
per capital income increase is the definition of 
development used in this paper. Often it is 
pointed out that real per capital income does 
not measure the so-called quality of life and 
that concentration on net national product 
figures obscures the truth. Although a valid 
argument in one sense, and there are trade
offs involved in development, many "quality 

of life facets" are included in national income 
accounting figures. Examples are costly pollu
tion control devices utilized to purify air and 
water discharges and restrictions on certain 
production methods for social reasons even 
though these restrictions increase costs. 

Economic development, whether in a so
called lesser developed or developed country, 
depends on providing greater amounts of 

capital per worker. The increase can be the 
result of a decrease of population with a 
steady amount of capital, an increase in capi
tal with a steady population, a combination of 
both increased capital and decreasing popula
tion or capital increasing at a rate faster than 
population increase. Increases in the amount 
of capital come about only as a result of in
vestment and investment can only occur if 
savings exist. Savings exist only when indi
viduals in society consume less than possible 
out of their incomes. The difference between 
income and consumption is savings. The 
saving can be either forced, such as that which 
occurs through taxation, government spon
sored inflation, or confiscation, or saving may 
be voluntary. 

Economic development then, depends 
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upon a society's ability to save rather than 
consume, coupled with its ability to invest 
that savings in goods and services in amounts 
sufficient to increase the capital amount per 
worker, thereby making it possible to produce 
more goods and services in the future. 

The distinction between consumption 
and investment should be made clear at this 
time. Consumption is an expenditure for a 
good or service that will be used up in the 
current time period without aiding in produc-
ing additional goods and services. Investment 
is an expenditure for a good or service that 
will be used in producing additional goods and 
services. 

The prerequisites for development 
through the delivery of social services are 
three. 

First, it must be domonstrated that re-
distributing income through the mechanism of 
social services, or in other ways, brings the 
desired results, i.e., fulfills the goals more effi-
ciently than the market system alone. Serious 
thought should be given as to why the service 
which will be delivered socially is not being 
delivered in the free market. If it is because of 
maldistribution of income, that is, desire for 
the service exists but income levels are nct 
high enough to support it, it may be possible 
to merely transfer income. If tastes and pre-
ferences are such that the service would not 
be purchased even if incomes were trans
ferred, a case can be made for society de-
livering the services socially. 

Second, for social services to contributeto development, the social services have to be 

of an investment nature. In other words, the 
con-provision of the social services mustprovsio ofthesrvics mst on-ocil 

tribute to the production of more goods and 

simply being consumed.services, rather than 

Third, there must be a way to measure 
the return from the investment in social serv-
ices. That is, you must be able to measure the 
rate of return on the investment in the social 
service in forms of resultant economic growth. 

Each proposal made to socially deliver 
services thus can be analyzed in the following 
manner. 

let me emphasize that efficiency in this in. 
stance consists of efficiency for the system, 
not for a specific individual example. Indi
vidual examples are never a basis for pro
moting any form of income redistribution. 

Next, any proposed program has to be 

analyzed to determine if it is of an investment 
nature or is strictly consumption oriented. 
This is not to say that a society should not 
choose to deliver social services that are 
totally consumption. It should only be 
realized that such services do not contribute 
to economic development. 

Lastly, an evaluation method must be set 
up to determine if the return on investment is 
at least equal to the return from competing 
uses of the resources. A program of social 
services that does not provide a market rate of 
return is a questionable way to expend a 
society's resources. To be even more specific, 
let us take some examples of what a positive 
approach would mean in analyzing a proposal. 
For example, delivery of health care to elderly 
persons, while admirable in humanitarian 
terms, does not contribute to economic de
velopment. It is a redistribution of income for 
consumption purposes. It should be noted, 
however, that it is perfectly logical for society 
to vote into being such schemes because of 
option demand. That is, most persons expect 
to grow old and perceive such a system as 
desirable. Nevertheless, it is not investment. 

A positive example would be a birth con
trol program in an underdeveloped, highly 
populated country. Therefore, income re
distribution alone probably would not bringforth the desired level of birth control to have 
rapid growth. The return on such an invest
raigowhTertunnschnivsment would be very high, with per capita in

comes rising much faster than if the program 
had not been instituted. 

For countries attempting to develop, the 
situation becomes more crucial. An under
taking of consumption-oriented social service 
programs requires a surplus; a level of saving
(non-consumption) sufficient to carry out de
sired investment and support the consump tion 
of persons whose marginal product is less than 
their consumtpion. Underdeveloped countries, 

To begin, careful consideration should be 
given to whether the existing system of pro-
viding the services in the free market is more 
efficient in promoting economic development 
than what is being proposed. As a side note, 

seldom, if ever, have such surplus. The excep
tion is, perhaps, a country with an extractive 
resource such as oil or mineral ore of a magni
tude which is large relative to the size of the 
population of the coontry. Consumption
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oriented social services inthis case retard the 
country's economic development-something 
most can ill-afford, if they are to gain on the 
rest of the world, or even maintain the status 
quo. 

Underdeveloped countries are not the
only candidates for study. Developed coun-

tries make the same decisions on a different 
level. One good example of a collective choice 
for large amounts of consumption.oriented 
social services is Great Britain. Many of its 
existing problems stem from a continuing pre-
ference for consumption services over invest-
ment services, 

Africa presents an interesting situation of 
a test continent with countries in varying de-
grees of development, and different systems 
of government. There are obvious differences 
in natural resources which will give some areas 
a competitive advantage, but one of the 
crucial factors in Africa will be the ability of 
those governments to resist pressure to use 
government expenditure for consumption-oriented social services, instead of the invest-
ment services, such as birth control and educa-
tion. 

There is an incentive for preferring 
investment-type social services rather than 
consumption services when such services are 
financed through inflation. Grovernments his-

torically have had difficulty in collecting taxes 
in amounts sufficient to meet expenditures. 
This had led them to print extra money to 
produce these revenues, thereby causing infla
tion. To the extent that the increases in the 

money supply are used to finance investmentrather than consumption, society is not as badofa ftemnyices a enue o 
off as if the money increase had been used for 
consumption. When inflation results from in
vestment-type social services, it brings about 
forced savings, which are invested, bringing 
forth greater amounts of goods and services in 
the future. Inflation still has the obvious bad 
side effects, but it is less ominous because of 
the investment that has been made. Consump
tion expenditures financed through inflation 
have all the bad effects of inflation plus no 
prospects of increased goods and services in 
the future. 

In summary, it is important to note that I 
have not suggested thet economic develop

ment o be c nver noeconomice
velopment nor that investment social servicesshould be chosen over consumption social 
services. These policy choices are to a great
extent political decisions. Whatgested is that if the I have suggoal established for a 
country is economic development, the use of 
positive methodology will show that invest
ment social services are the only social services 
that will contribute to that goal. 

1i.ohn Neville Keynes, The Scope and Method of PoliticalEconomy (New York: Agustus M.Kelly, 1963),pp. 34-35. See also Milton Friedman, "The Methodology of Positive Economics", Essays hiPositiveEconomics 
(Chicago: The University of Chicago Press, 1953), pp. 3-43. 

PLANNING MODELS FOR ANALYSIS AT NATIONAL LEVEL
 
AND WITH DETAIL AND FEEDBACK
 

ON INTERREGIONAL AND LOCAL AREA BASIS
 
BY 

EARL O. HEADY* 
Initially, development or planning studies 

concentrated on separate but distant realms, 
At one extreme, they tended to be entirely 
macro oriented, with a few equations and a 
few variables aggregated at the national level, 
suggesting sweeping changes or directions of 
aggregate development investment at the 
national level. At the other extreme were 
rather small (India an exception) local farm 

management surveys which quantified well 
potentials at the district level but provided 
little insight for needed developmental pro
grams, investments and directions at regional 
or national levels. There are, of course, cur
rently a rather broad set of analytical ap
proaches and modeling alternatives for evalu
ating and recommending development plan
ning and improvement of the agricultural sec

*Director and Distinguished Professor, Center for Agricultural and Rural Development, Iowa State University, 
Ames, Iowa. 
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tor. This set includes various types of 
statistical models for estimating demand and 
commodity market structures (usually neces-
sary ingredients for other national models), 
econometric simulation models, systems (engi-
neering models) input-output models, linear 
and non-linear programming models and 
others. We make use of all of these in our 
domestic research program but find particular-
ly useful those which allow simultaneous 
analysis at regional, subregional and national 
levels. Models such as these require large detail 
and time for completion, but I velieve are es-
sential over the long-run for countries which 
wish plans and development which are con-
sistent with the resources and equity of all 
regions and income strata of the country. 
Probably the optimum models with these 
characteristics are those of the mathematical 
programming family. Initially, as a first gener-
ation development, they need to be linear pro
gramming models because of limitations in 
data, computer facilities and time for getting 
analyses completed and recommendations 
made. Later generations can be represented by 
recursive, quadratic (e.g. demand functions in-
corporated) and other characteristics. Also, 
components of various types or families of 
models can be linked together for analysis 
purposes. For example, we are in the process 
of linking together our U.S. programming 
model of 1,891 land areas, 223 producing 
regions and 51 water supply areas with our 
recursive time series simulation model. Simi-
larly in Thailand, we will be ready in a few 
months to link our 76 region (effectively so in 
soil groups) programming model with our 
macro time-series econometric model. 

Models other than programming models 
can be used to provide some regional detail, 
For example, we are developing a recursive, 
time series, econometric simulation model for 
the 10 production regions in the U.S. In a few 
other simulation or econometric studies, the 
agriculture of a country has been divided into 
two or three regions representing land of dif-
ferent characteristics and is given the label of 
"an iyterregional model." However, it seems 

to mb that such a label is hardly justified 
when the land of an entire country is simply 
broken into categories such as (a) cropland or 
noncropland, (b) paddy land and nonpaddy 
land, (c) cultivated land, pasture land and re-
claimable land. In fact I don't even classify 
our 10 production region simulation model 

underway to be one which places sufficient 
emphasis in natural resources by their detailed 
and relevant strata over the country. 

Limitations in Macro National Models 

Macro models specified with equations 
and variables at only the national level have 
extreme importance when they are used for 
the economic or developmental analyses and 
planning for which they are adopted. Adopted 
uses include those related to trade policy, in
flation and price level control programs, capi
tal allocation and investment among very 
broadly defined economic sectors as a whole. 
But while they have useful functions at the 
national level, they provide limited, and some
times misleading, detail on the "what", 
"how", "where", and "when" to develop agri
cultt're under limited capital and skilled man
power resources. 

Of course, the broad set of tools available 
at the national level also is abailable for 
analysis of a single region where there is little 
interest in its subregional stratification. Since 
this is obvious, I will not dwell on regional 
development models per se but instead will 
emphasize those which are simultaneously 
regional, interregional and national in scope, 
output and results. An interregional pro
gramming model can, of course, have regional 
focus. In Thailand for example, we specified 
and quantitatively developed 19 regional 
models as separate entities first, then linked 
these together into one national programming 
model. (Actually, the national model was 
made up of around 76 land resource regions 
since we designated 3-5 land areas separately 
in each region.) Analyses were made f6r each 
region separately. (This is only a fraction of 
the regional economic modeling to be accom
plished.) However, then in linking the 19 indi
vidual region models (and the several land 
areas within each) we have a model which not 
only provides national results but also supplies 
region-by-region results simultaneously. The 
model expresses completely the inter
dependencies and interrelationships between 
nation and region but also among geograph
ically separated regions and even among rather 
small and spatially separated land resource 
groups. The models can show not only the 
economic and social impact of a particular 
national model on each region but also can 
indicate the impact and tradeoffs at the 
national level (or at the level of other distant 
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regions) when a particular policy restraint is 

imposed in a particular region to attain 

specific economic, social or political goals for 

it. 


These are relationships and findings 
which cannot be attained by (a) policies 
which give little heed to disparities and in-
equities brought about among regions as par-
ticular policies and development programs are 
pursued, (e.g. such as .iew wheat and rice vari-
eties for some regions of India but nothing for 
other regions) or (b) macro research models 
which deal only with variables at the national 
level-or at best divide the nation into two 
broad types of land. By using models which 
simultaneously generate national, regional and 
local resource area results, we are able to 
establish quantitatively the tradeoffs among 
such things as interregional income redistribu-
tions, optimal interregional commodity and 
development (capital) allocations, optimal 
interregional water allocation, effects na-
tionally or consumer food costs, identify 
specific problems and restraints, to develop-
ment in individual regions, national farm com-
modity prices, regional farm incomes, etc. In 
our Thai modeling, for instance, we are able 
to include minimum restrain~ts for improving 
income and employment for the northeast 
and evaluate the impact in GNP sacrificed if 
developmental capital is diverted from other 
areas such as the South. By inserting amixed 
integer module, we are able to determine 
whether a given investment fund should allow 
greater research and extension in region 4, a 
dam or two proposed by the World Bank on a 
particular soil type in region 11, a water distri- 
bution system for dams already built in this 
region are in other regions but without water 
distribution systems (as is a fact), a push in 
developing industrial export crops such as 
palm oil, rubber or fishing (and the handling 
and processing facilities for them) inregion 19 
in the South etc. Thai officials also ai,; n-
terested in export diversification and a greater
penetration beyond the world rice market 
into the maize, soybean, rubber, kenof, palm 
oil and fish markets. Setting particular export 
goals for such crops, the model should be able 
to indicate where the increments in output of 
each crop might best be made. Also, program 
requirements (capital, extension knowledge, 
storage and processing facilities, etc.) can also 
then be determined, 

If a country is to have an efficient de-
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velopment plan it needs analyses and models 
which can provide these detailed answers on 
"what", "where", and "how much". Just the 
quantitative answer from a macro model that 
GNP of a country will be increased more by 
investing in agriculture than in fishing or a 
particular industry group gives little guide to 
"what", "where", "how", and "how much" 
investment should be made. Even a national 
regression model that shows a return of 80 
percent for a variable approximating technical 
improvement (i.e. research) in agriculture says 
nothing about which commodities, locations, 
soil types and water supply areas where the 
investment should be made. A model specified 
and estimated at only the national level, or 
best for two or three land classes stretching 
over the entire nation, more nearly generate 
"quantitative results", or a broad ordering of 
potential development programs and invest
ments. It can say more should (or should not) 
be invested in agriculture, but it tells nothing 
about "what", "where", "why", "how", 
"how much", etc. Programming models per
haps because of data reasons, are best adopted 
in getting down to detailed planning which 
does relate to "what", "where", and "how" 
for a large number of regions. If someone can 
come up with a regression or econometric 
model which serves thus for a large number of 
regions, incorporating linkages or interdepend
encies among regions and between region and 
nation, I will jump up and cheer and go to 
work with them immediately. But I don't see 
this as a near-at-hand development, especially 
for time series-econometric models or even 
for systems (engineering) simulation models 
because of the massive data and program 
needs (although I fully use these methods and 
models where they are manageable and appli
cable). 

I believe that over the long-run, nations 
which want to do detailed planning
surrounding the whole of agriculture, gener
ating local results simultaneously with na
tional outcomes as different alternatives might 
be followed and indicating the "what", 
"where", "how", and "when"-will turn more 
to programming models for these detailed pur
poses (without any necessity to abandon 
macro econometric models at the national 
level to provide quantitative useful and neces
sary results at this level of aggregations). Sure, 
data problems prevail here also. But they can 
be overcome rather readily if relevant govern



mental institutions dealing with agricultural 
statistics and economic analysis are brought 
into tandem. For example, our Thai model, 
with sample surveys designed for the specific 
purposes and coefficients derived from them 
accordingly, was completed, in first genera-
tion, in 18 months as a simultaneou national 
and interregional model-linking around 76 

land resource areas, 19 civil regions and allow-
ing analyses of integer investments and of 
specific development possibilities of each of 
the 19 regions. This is, of course, the first 
generation of a series of programming models 
which will develop over time. To some per-
sons, the model developers per se, the task is 
to develop or apply a model, report it, then 
abandon it and move on to other areas. In 
contrast, models which are designed and have 
goals for continued use in aiding policy 
choice, in evaluating tradeoffs among alterna-
tive futures or scenarios need to go through a 
continued evolution. Our current Thai model 

was thus generation 1, and included only 
crops. Generation 2 will include livestock also 
while generation 4 will include demand func-
tions for important crops in a nonlinear objec-
tive function. A later generation will include a 
farm simulator-to indicate results for dif-
ferent sizes and types of farms in the various 
regions and land resource areas as different 
policies or investment strategies might be 
tried. Later generations, hopefully developed 
over the years, will add other realistic specifi-
cations. 

Model Illustrations 

As illustrations of these types of models, 
I use one of Thailand and one for the U.S. I 
only sketch the specification or construction 
of these models and do not illustrate the 
analysis interpretation of their output. We 
have many reports detailing results for use by 
policy makers and the general public. 1 

Thai Regional, Interregional 
and National Model 

As was mentioned, the national Thai pro
gramming model was built up region-by
region. Each of the 19 regional models then 
could be used for analysis of opportunities in 
that region. The objective could be maximiza
tion of income and/or employment, produc

tion increases or other quantitives. Different 
soil areas were identified in each region to ef
fectively expand the model to 76 land regions. 
While the Iowa State team initiated the 
regional modeling efforts in August, 1973, 
Thai research workers in the Division of Agri
cultural Economics (DAE) were able to do re
gional modeling by February, 1974. While de
mands were defined for each region, national 
demands and a transportation submodel was 
inserted to cause each of the 76 land regions 
and the 19 conventional regions (summations 
of Changwats or civil divisions) to become 

ginterdependent in building the next 5-year 
plan or in evaluating various alternative 

policies or scenarios for the future. 
Figure 1 shows the location of the 19 

convention regions (which are further divided 
into land resource regions). To illustrate the 
construction of the generation I model, we 
will summarize only equations (restraints) and 
variables (activities) for region 6. 
Restraints(Equations) 

Region 6, (composed of Changwats Loei, 
Phetchabun, Nakkon, Sawan and Uthai Thani) 

as typical of other regions although there is 
variation from north to south in land group
ings and crops produced includes the fol
lowing equations or restraints: 

1. Type I land: paddy land suitable for 
production of one broadcast rice crop per 
year because of high and unmanageable 
water. 

1 For example, see Heady, Earl 0.; Madesen, Howard C.; Nicol, Kenneth J.; and Hargrove, Stanley H. 
Agriculturaland Water Policiesand the Environment:An Analysis ofNationalAlternativesin NaturalResource 
Use, FoodSupply Capacity and EnvironmentalQuality. Center for Agricultural and Rural Development, Iowa 
State University, Ames, Iowa. June, 1972, Sonka, Steven T. and Heady, Earl 0. American Farm-Size Structure 
in Relation to Income and Employment Opportunitiesof Farms,Rural Communities and OtherSectors. Center 
for Agricultural and Rural Development, Iowa State University, Ames, Iowa. June, 1974. Nicol, Kenneth H.; 
Heady, Earl 0.; and Madsen, Howard C. Models ofSoil Loss, Landand Water Use SpatialAgriculturalStructure, 
and the Environment. Center for Agricultural and Rural Development, Iowa State University, Ames, Iowa. 
July, 1974. Heady, Earl 0. and Thomas, Dennis L. Alternative Crop Exports, Land Use, Production Capacity, 
and ProgrammedPrices of U.S. Agriculturefor 1975. Center for Agricultural and Rural Development, Iowa 
State University, Ames, Iowa. October, 1974. Sonka, Steven T. and Heady, Earl 0. Income and Structure of 
American Agriculture Under FutureAlternatives of Farm Size, PoliciesandExports. Center for agricultural and 
Rural Development, Iowa State University, Ames, Iowa. February, 1975. 
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2. 	 Type I! land: paddy land suitable.for pro-
duction of rice, with water management 
facilities for supplementary irrigation and 
for production of a second rice crop or 
several crops of vegatables. 

3. 	 Type III land: upland paddy land suitable 
for broadcast or transplanted rice without 
irrigation, 

4. 	Type IV land: upland paddy land with 
inadequate water for rice and no irriga-
tion adopted to other crops. 

5. 	 January labor 

6. 	 February labor 
7. 	 March labor 

8. 	 April labor 

9. 	 May labor 

10. June labor 

11. July labor 

12. August labor 

13. September labor 

14. October labor 

15. November labor 

16. December labor 

17. January capital 

18. February capital 

19. March capital-

20. April capital 

21. May capital 

22. June capital 

23. July capital 

24. August capital 

25. September capital 

26. October capital 

27. November capital 

28. December capital 

29. Demand for nonglutinous rice 

30. Demand for glutinous rice 

31. Demand for human maize 

32. Demand for livestock maize 

33. Demand for mungbeans 

34. Demand for sorghum 

35. Demand for soybean 

36. Demand for groundnut 

37. Demand for sesame 
38. Demand for sugar cane 

Separation of labor and capital by 
months was necessary somewhat because 
supplies vary somewhat among these periods 

but more particularly because opportunities 
for multiple cropping require that monthly re
source supplies be specified in order that 
crops of different cropping seasons can corn
pete for them on a monthly basis. 

Generally, subsistence demands also have 
been defined for specific crops in each region. 

In region 6, it is unlikely that any farmers are 

going to specialize so highly in corn, cotton 
and soybeans that they won't grow rice for 
home consumption. 

Activities in generation I model for region 6 

As mentioned previously, the generation I 

model included only crops. Phases or genera

tion 2 which includes crops and generation 3 
which includes a mixed integer component to 
allow investment in specific developments 

such as a dam or a water delivery system in 
various but specific locations are already 
underway. The crop variables or activities in 
the generation I model for region 6 are: 

I. 	Non-glutinous rice, native variety 

broadcast on type I land, grown June 
to January. 

2. 	 Glutinous, native variety broadcast on 
tyre I land, grown June to January. 

3. 	 Non-glutinous rice, native variety 
transplanted on type II land, grown 

June to December. 

4. 	 Glutinous rice, native variety trans
planted on type II land, grown June to 
December. 

5. 	Mungbean, on type I! land, grown 

January to April. 

6. 	 Non-glutinous rice, native variety 
transplanted on type III land, grown 
June to December. 

7. 	 Glutinous rice, native variety trans
planted on type IIl land, grown June 

to December. 

8. 	 Non-glutinous rice, new variety trans
planted on type III land, grown 
August to December. 

9. 	 Glutinous rice, new variety trans

planted on type III land, grown 

August to December. 
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10. 	 Tobacco, native variety on type III 
land, grown November to March. 

11. 	 Non-glutinous upland rice, native vari-
ety, sown on tyep IV land, grown July 
to November. 

12. 	 Glutinous rice, native variety, sown 
upland rice on type IV land, grown 
July to November. 

13. 	 Maize feed, on type IV land, grown 
June to September-livestock or 
human, 

14. 	 Maize, on type IV land, grown July to 
September-human. 

15. 	 Sorghum, on type IV land, grown Sep.
tember to December. 

16. 	 Mungbean, on type IV land, grown 
September to December. 

17. 	 Soybean, native variety, on type IV 
land, grown November to February. 

18. 	 Ground nut, on type IV land, grown 
May to August. 

19. 	 Black sesame, on type IV land, grown 
August to November. 

20. 	 White sesame, on type IV land, grown 
August to November. 

21. 	 Kenaf, on type IV land, grown March 
to October. 

22. 	 Cotton, on type IV land, grown July 
to December. 

23. 	 Castor-seed, on type IV land, grown 
May to October. 

24. 	 Tobacco, new variety (Virginia), on 
type IV land, grown November to 
February. 

25. 	 Sugar cane fresh eating, on type IV 
land, grown February to January. 

26-38. Borrowing capital from institution 
(one activity for each month). 

39-41. Borrowing capital from relative (one 
activity for each month). 

42-54. Borrowing capital from merchants 
(one activity for each month). 

55-66. Capital transfer (one activity for each 
month). 

Dimensions ofmodel 
When all of the above equations and vari-

ables are considered for region 6, we have a 36 
and 	 66 matrix with the possibility of 2,376 
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elements in the coefficient matrix, and a num 
ber of elements in the restraint vector and ob. 
jective function paralleling the rows and 
columns of the tableau. 

Transporation variables and export de. 
mand restraints enlarge the model even 
beyond the summation of the 19 regions. 
Summing the regional restraints, we have 684 
equations and summing the regional activities 
we 	have around 1,254 activities with a poten.
tial 	 coefficient matrix of 857,736 and of the 
usual density for such a model. With trans
portation variables and export equations 
added, the care national linear programming 
model is around 700 equations by 1,400 variables. As it is used for policy analysis, de
velopment evaluation equity considerations 
(minimum income attainment for some re
gions) etc., it will be somewhat larger. Further 
enlargement comes from the generations 2 
and 3 models currently under construction 
which incorporate livestock and mixed integercomponents for evaluation of specific de
velopment investments. 

While not of mammoth scope, the local, 
crop, resource and other detail of a model 
such as this provides much more basis for 
guidance and planning of the "what", 
"where", "how much", "why", or develop
ment and agricultural improvement. Perhaps 
every country has the capability of building
such detailed models over a period of 2-3 
years. And, as mentioned previously, there 
can be a transition among generations of 
models so that initial ones, serving better than 
nothing or even refined macro models if 
interest is in regional as well as national detail, 
can be put to use while more completely spe
cified ones are on the way. As mentioned
previously, we plan to link, at its various 
stages of development, this national and inter
regional linear programming model of 
Thailand in recursive form to a macro model 
of national variables. 

U.S. Illustration 
Our U.S. models which serve to generate 

both national and regional data have advanced 
to fairly high levels of sophistication and de
tail. Perhaps they can be best used to illustrate 
potentials in developing countries. We have 
used these models (a) to determine how the 
public costs of supply control programs might 
be reduced when tile nation was producing in 
"surplus" quantities, (b) to determine how 



much food can be produced, and under which 
conditions and locations, if the world is 
serious about feeding the hungry, (c) to evalu-
ate the future needs of the nation for water 
and how this water might be allocated among 
crop regions and farm and industrial sectors 
(d) to measure the impacts of various types 
and degrees of environmental and land use 
legislation on the nation's ability to produce, 
on the interregional, redistribution of income, 
on the level of farm income, farm prices and 
consumer food costs, (e) to assess farm size 
structure (number and sizes of farms) on 
regional farm income, income per farm, farm 
prices, consumer food costs and generation of 
nonfarm income and employment in rural 
areas, and (f) other uses. 

CARD models 

These models now have great detail and 
power in them. To illustrate their inter-
regional and regional, as well as national, im-
pacts I will summarize one set dealing with 
environmental policy and land use policy 
(although the generalmbdel can be used for 
any of the purposes already cited). They were 
not "built over night" but result from succes-
sive generations of programming models built 
by Heady and associates over a decade. 2 

These models, covering the entire nation 
but also relating to and producing great detail 
for individual producing areas and land re-
source groups, include all agricultural re-
sources and commodities of the U.S. Our 
major applications is in evaluating different 
policies and alternative futures in control of 
the environment through agriculture and land 
use legislation. These policies relate, at the 
national level, to tradeoffs between farm com-
modity prices and income, consumer food 
costs, the nation's food supply and export 
capacity, and related variables wich impact 
with the methods used to manage land and 
water resources, control runoff or sedimenta-
tion and affect water quality through re-
straints on one in nitrogen, phosphates, pesti-
cides and livestock wastes in agriculture, and 
restrain nonpoint pollution to different levels, 
Our models emphasize, on the environmental 
side, control of sediment delivery or soil loss, 
reduced inputs and transport of chemical fer-

tilizers and pesticides, and reduced animal 
waste transport. They measure, in the process 
of solution, the effect of these controls on 
national and regional resource and production 
patterns, resource values, farm commodity 

prices, farm income, consumer food costs, the 
nation's export capacity, and the distribution 
of the costs and benefits of pollution and land 
use control among regions. 

These models include a family of large
scale linear programming models which some
times have had dimensions of around 10,000 
equations and 100,000 variables. These 
models contain sectors for water, land, crops, 
livestock (every commodity of U.S. agricul
ture), several environmental dimensions, a 
transporation network, regional commodity 
demand sectors and an endogenously 
generated resource pricing sector. Because of 
time limitations we summarize only a soil loss 
control model or application. It includes 223 
producing areas, 9 land classes per area (1,891 
actual land resource regions), 51 water supply 
regions and 30 commodity market regions as 
shown in figures 2, 3, and 4, respectively. 
Model capabilities 

The models have the capacity to evaluate 
simultaneously variables and outcomes in (a) 
national markets, prices, incomes, and em
ployment; and (b) production patterns, re
source use, and economic structure of rather 
small resource or rural regions, under the 
posed imposition of alternative policies or 

futures. We believe that models with these 
characteristics and capabilities are extremely 
important for the future as national, state, 
and local entities evaluate and consider imple
mentation of environmental, land use, water, 
community development, export and other re
source policies and technological restraints 
related to problems emerging under the 
nation's advanced state of economic develop
ment. Otherwise, the programs and policies 
imposed by states, municipalities and regional 
planning bodies will encounter unexpected 
economic effects, causing them to be nullified 
because they give inequitable distributions of 
the costs and benefits of the goals attained. 
For example, initial solutions of our models 
pose the certainty that individual states which 
impose restrained patterns of land use, water 
runoff, sediment delivery, and technologies 
will find that, through market impacts, pro
ducers and resource owners of other states 
and locations will realize economic gains while 
those of the imposing state will bear the costs 
in lower incomes and reduced resource prices.
Even for certain quality controls imposed at 
the national level, relative returns can be posi
tive in some regions and negative in other 
regions. 
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Figure 4. ThB 30 market regions. 

The models can, given various national 
objective functions and with planning re-
strained to conform with local goals in land 
use and technology, trace the impacts back to 
individual land and water resource regions. Or, 
conversely, the models also can trace the ima-
pacts of plans imposed independently at re-
gion or area levels to other regions and to the 
aggregate national level. Optimal use patterns 
of land, water, and technology (fertilizer, in-
secticides, livestock scale, and dispersion, etc.) 
can be evaluated whether they relate to dis-
crete regulations or to pricing mechanisms im-
posed by the public. The models under discus-
sion allow examination of the effect of dif-
ferent environmental and land use programs 
on employment and income generation in 
rural areas and the potential reflection of 
these impacts through various agricultural 
structures as represented by different farm 
size and employment patterns. We believe 
these models which specify possibilities and 
outcomes at both the national and local levels 
will prove extremely important in future years 
and decades as the nation and states come to 
explore and require particular environmental 
quality and land use controls. The models, 
which incorporate a transportation subsectors 
for commodities and water and product trans-
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fer activities, allow interdependency among 
every commodity, in every producing area, 
and for every water supply in the nation. 
They reflect comparative advantage in the 
allocation of land and water to competing 
alternatives as represented in relative yields, 
general technologies, environmentally re
strained technologies, production costs, trans
port costs, and imposed environmental re
straints. They allow and trace substitution of 
land at one location for water or laxfid at 
another location a thousand miles away (or 
vice versa). Similarly, they allow and analyze 
these substitutions when environmental limits 
are applied to restrain the technologies used in 
any one resource region. These capabilities are 
necessary if evaluations of national possibili
ties, plans and policies are to be complete in 
relation to their impacts and equity in the 
many rural communities and unique resource 
areas of the nation. 

Nature of Models 
The model summarized emphasizes opti

meal land use patterns, agricultural water allo
cation, agricultural technology, and soil con
servation methods under environmentally re
strained soil loss. The objective function in 
equation 1 minimizes the cost of producing 



and transporting commodities among pro. lation of a long-run market equilibrium for 
ducing and land resource regions of origin, each commodity with a national allocation re
and regions of consumption to meet domestic flecting the comparative advantage of each of 
and export demands. Costs of water consump- the 223 producing regions, 1,891 land regions 
tion and transfer also are included. Activity and the 51 water supply regions. The objec
costs cover all factors except land rents which tive function is minimize OF where: 
are reflected in shadow prices, and allow simu-

OFF=I k X ikmUCikm + nikn UCtkn ZIkm)+ pLuc + 

+ IPP1 UCi + DWH i UCi + IWHi UC1 + FLGi UCi + FPI UCi) 

S(W w W w wWw c)+ 

The variables, parameters, and other terms are dependent on the soil characteristics and the 
defined in a following section. regional rainfall patterns determine the R 
Variablesand equationsof the model factor. 

Each of the 1,891 land resource groups Per acre crop costs and crop yields were 
has alternative crop management systems pro- estimated for each alternative crop manage
ducing commodities with associated yields ment systems on each land group. The cost 
and soil loss subject to soil types, average data include depreciation and expenditures on 
weather prevailing, and conservation tillage machinery, labor, pesticides, non-nitrogen fer
practices employed. Data were developed in tilizers (nitrogen is balanced endogenous to 
conjunction with the S.C.S. of U.S.D.A. to the model), and all other production items for 
represent soil loss per acre under various both crops and livestock. Unit costs reflect 
mechanical practices and rotations or land use different efficiencies of farming as land is used 
systems for each land resource group. Soil loss with straight rows, contours, strip cropping, 
control alternatives were evaluated through terraces and different rotations. The costs also 
the universal soil loss equations. The equation reflect the higher pesticide requirements and 
applied to each crop management system for lower machinery and labor requirements for 
each land group is of the form crops grown under a reduced tillage cultiva-
SL = K.L.S.R.C.P tion pattern. The costs sum to an aggregate 

which depends on the particular croppingwhere: SL is the per acre gross soil loss; K is the management system and field technology and
erodibility factor associated with the soil type; L is when combined with the outputs from the 
the computed value relating slope length to soil loss 
control; S is derived from a nonlinear function re- system, reflect the comparative advantage of 
lating slope gradient to level of soil loss; R is an each crop and livestock system on each land 
index of erodibility for the rainfall of the area class in each region.
accounting for varying levels of intensity, duration 
and measured rainfall; C is an adjustment factor The outputs from the system reflect 
giving an index of the relative ability of alternative yields of each crop and the associated 
cropping patterns to reduce soil loss; and P is an 
adjustment factor to account for the potential soil quantity of gross soil loss. The interaction 
loss reduction from adopting conservation practices. within the system also is reflected in a nitro

gen balance subsector where the nitrogen 
Each variable represents an alternative flows in the model are examined. The entire 

crop management system which incorporates cost and yield section of the model is inter
a given rotation, crop tillage method and a locked with alternative technologies, levels of 
conservation practice for an individual crop resource input and alternative input uses to 
and land resource group. The rotation and meet domestic and export demands. As an 
tillage methods combine to give the unique C example of other interrelationships in the 
value and the conservation practice deter- model, consider the nitrogen-fertilizer-crop 
mines the P factor. The K, L, and S factors are yield section. Nitrogen available in an indivi

109 



dual region is an independent variable in the 
crop yield equation but the source of the 
nitrogen may vary. It can be supplied from 
chemical fertilizers, livestock wastes and from 
nitrogen fixation by legumes. For legumes the 
amount of nitrogen produced is dependent 
on their yield which in turn is dependent on 
the early spring nitrogen availability (through 
fertilizer) and the non-nitrogen fertilizer avila-
bility over the growing season. The livestock 
wastes available are dependent on the type 
and quantity of feed available for livestock 
and the concentration of the animals in the 
regiona. Also affecting the yields of the crop 
is the land class on which it is grown and the 
conservation and tillage practice associated 
with the cropping management system. 

Both dryland and irrigated crop variables 
are included for producing regions in the 17 
Western States which grow irrigated crops and 

the model allows selection among dryland or 
irrigated farming for each region. A range of 
livestock rations (variables) is allowed in all 
producing regions since the least-cost feed mix 
can be drawn from various grain, forage and 
pasture crops grown in the region or imported 
(where allowed) from others. 

Each of the 223 producing regions has 
land restraints of the nature indicated in equa-

Dryland cropland restraint, each region by 
land class: 

X ikm a <LD 3ikn 
i ikm 

Dryland wild hay restraint, each region: 

DWH i a, < ADWH i (5) 

Dryland permanent pasture restraint, each 

region: 


DPP i ai < ADPP l (7) 

Forest land grazed restraint, each region: 

FLG, a,,< AFLGi (9) 

Nitrogen balance restraint, by region: 

tions 3-9 and a soil loss restraint as in equa
tion 10. We analyzed several levels of per acre 
soil loss restraints. A nitrogen balance equa
tion, equation 11, and a pasture restraint, 
equation 23, are included in each region. Each 
water supply region has a water restraint, 
equation 13, where the variables and para
meters are defined subsequently. 

Each of the 30 consuming regions has net 
demand equations for all commodities as illus
treted by equation 14. Regional consumer de
mand quantities were determined exogenously 
from geographic and national projections of 
population, economic activity, per capita in
comes and international exports through the 
region for 2000. All technology and demand 
coefficients and the solution are for 2,000. 

Commodities included in the endogenous 
analysis are soil loss, nitrogen, water, corn, 
sorghum, wheat, barley, oats, soybeans, 

cotton, sugar beets, tame hay, wild hay, im
proved pasture, unimproved and woodland 
pasture, cropland pasture, public grazing 
lands, forest lands grazed, all dairy products. 
pork, and beef. Also accounted for prior to 
solution of the model are crops including 
fruits, nuts, vegetables, rice, flax, and others, 

and the livestock broilers, turkeys, eggs, 
sheep, and other livestock. 

Irrigated cropland restraint, each region by 
land class: 

aikn km aik (4)
nM < LRik 

Irrigated wild hay restraint, each region: 

IWHi ai < AIWH i (6) 

Irrigated permanent pasture restraint, each 
region: 

IPPi ai 4 AIPPi 

Soil loss restraint, each region, each land class, 
each activity: 

S1 1km+n 4 ASLikm+n (10) 

FPi + p bip Lip+ ELicbie-ECi fih- k; (m X ikmtkm + n Yikn fibn + m Zikm fikm) 

- DPPI f!- IPPt 1- DWHi fi - IWHi ft- FLGi f, =0 (1) 
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Pasture use restraint, each region: 

(k lkm riikYkn+mnZikn rikm)+DPPlrl+lPPlri+FLGirl 

p LP qp - EL q,> 0 	 (12) 

Water use restraint, by water region: 

Wn +WTw Ww - WO - WX - WEw + WDw - ~wlWH d_ IPPi di (13) 

k iew s ikm d + nY+iknkn mZikm dik -i p:i pNdipd-i. 

Commodity balance restraint, each consuming region: 

E j (mEXikmCykcikm c+ Z Zikm cyikmc) ± ij p+I y teJ T" j yik i m n 	 p L pcy pc Tic + Ej ---i±jPNi cyic 

- EL cyjc > 0 	 (14) 

National commodity balance restraints, for cotton, sugar beets and spring wheat: 

Z Z Z X+ Z + Zn 	 N yg c>10( 5i k (mXik cykmg Yikn cyikng + IZikm 	cYkmg) iPNcy- EXc 0 (I) 

National export restraints: 	 National import restraints: 

ZE. >EXC 	 (16) E E <IMc+ (17) 

Non-negativity restraints: 

Xikm I Yikn I Zikm'I p,DWHi, IWHi,tDPPI, 1PPi, FLGi, FPi, ELi, WBw, WTw, Wlw, WDw' WXw, 

WEw , PNiI TtcI Eic, Eicre > 0 	 (18) 

The subscripts and variables for the above 	 the transportation routes in the model; and w = 1,2, 
.. ., 51 for the water supply regions in the model.equations are defined in the section below. 
variables: a, the amount of land used by the associ-

Subscripts and variables of the model ated activity from the land base as indicated by 
The subscripts and variables relating to the subscripts; AIPP, the number of acres of irri

gated permanent pasture available in the subscripted
the equations in the text are those which producing area; ADWI, the number of acres of dry
follow: land wild (non-cropland) hay available in the sub-
Subscripts: c = 1, 2... , 15 for the endogenous scripted producing area: AFLG, the number of acres 
commodities in the model; e = 1,2 ._5 for the of forest land available for grazing in the subscripted 
exogenous livestock alternatives considered; g = producing area; ADPP, the number of acres of dry
1,2,3 for the commodities balanced at the national land permanent pasture available for use in the 
level; h = 1,2 ....19 for the exogenous crop groups subscripted producing area; hay available in the 
considered; i = 1,2, ... 223 for the producing areas subscripted producing area; ASL, the per acre allow
of the model; j = 1,2, ... , 30 for the consuming able soil loss subscripted for land class, producing 
region of the for tile area and activity; b, the units of nitrogen equivalentmodel; k = 1,2 .... 9 land 
classes in each producing area; in = 1,2 for the dry- fertilizer produced by livestock, subscripted for 
land crop management systems on a land class producing area and activity; cy, interaction co
in a producing area; n = 1,2.... for the irrigated efficient (yield or use) of the relevant commodity as 
crop management systems on a land class in a pro- regulated by the associated activity and specified by 
ducing area; p = 1,2 ....for the livestock activities the subscripts; d, the per unit of activity water use 
defined in the producing area; t = 1,2. 458 for coefficient as regulated by the associated activity 
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and specified by the subscripts; DPP, level of use of 
dryland permanent pasture in the subscripted pro
ducing area; DVII, level of use of dryland wild (non-
cropland) hay in the subscripted producing area; 
E, level of net export for the associated commodity 
in the associated region as specified by tile sub-
scripts; EC, level of exogenous crop production by 
subscripted region; EL, level of exogenous livestock 
production consistent with the subscripted region; 
EX, the level of national net export for the sub-
scripted commodity as determined exogenous to the 
model; f, the units of nitrogen equivalent fertilizer 
required by tie associated activity and specified by 
thesubscripts; I:LG, level of forest land grazed in the 
subscripted producing area; F1, number of pounds 
of nitrogen equivalent fertilizer purchased in the 
subscripted producing area; IM, level of national net 
imports for the subscripted commodities as deter
mined exogenous to the model; I1P, level of use of 
the irrigated permanent pasture in the subscripted 
region; IWii, level of use of the irrigated wild (non-
cropland) hay in the subscripted region; L, level of 
the livestock activity with the type and region 
dependent on the subscripts; LD, number of areas of 
dryland cropland available for use as specified by the 
region and land class subscripts; LR. number of acres 
of irrigated cropland available for use as specified 
by the region and land class subscripts; PN, level 
of population projected to be in the subscripted 
region; q1,units of pasture, in hay equivalents, con-
sued by the associated livestock activity and speci-
flied by ihe subscripts; r, units of aftermath or regu-
lar pasture, in hay equivalents, produced by the 
associated cropping or pasture activity and identi
fied by the subscripts; SL. level of soil loss associ-
ated with any activity over the rante mn+n in the 
region and land class designated by the subscripts; 
T, level of transportation of a unit of the commodity 
either into or out of the consuming region desig
nated by the subscripts; WIli. level of water purchase 
for use in the water balance of the water supply 
region designated by the subscript; WD. level of 
desalting of ocean water in the water supply region 
designated by the subscript; W[, level of water to be 
exported from tile water supply region subscripted; 
WI. level of movement of water in or out of the 
water supply region through the interbasin transfer 
network; WO, level of water requirement for onsite 
used such as mining, navigation and estuary main
tenance in the water supply region subscripted; 
WX, level of water use for the exogenous agricultural 
crops and livestock in the water supply region sub-
scripted; X, level of employment of the dryland crop 
managenent system, rotation, in the region and on 
the land class as designated by subscripts; Y, level of 
employment of the irrigated crop management 
system, rotation, in tle region and on the land class 
as designated by the subscripts; and Z, level of 
employment of the dryland crop management 
system, rotation, on the land class in the region as 
designated by the subscripts when the land has 
been designated as available for irrigated cropping 
patterns. 

Illustration of Results 

Solution of the model provides an indi
cation of the optimal land and water use in 
each producing region and each land resource 
group at prescribed levels of environmental 

quality restraints, consumer demand and dis
tribution, export levels, and other policy, mar
ket and technology parameters. Our illus
tration is in the case where tile only environ
mental restraint is soil loss as a means of 

lessening nonpoint pollution. Phases under
way also include limits on nitrates, phosphates 
and other environmental aspects. Tile model 
shows changes which must be made in each of 

the 223 regions (or even each of the 1,891 
land resource groups) if various levels of soil 
loss control are to be attained. (We have 
analyzed outcomes when soil loss per annum 
is set at 21/' 5, 10 and infinity tons per acre.) 
i. 1 fp
Changes shown are shifts in crops. the tech
nology which should be used for each crop 
(e.g. for corn-straight row, minimum tillage. 
contour. terrace, etc.). It indicates the gain or 

loss in income by regions and the shadow 
prices ft,r land and water indicate how en
vironmental and land use policy at different 
levels affect the value of these resources. At 

tile national level. changes are shown in per 
capita food costs, the amount of grains avail
able for export. etc. As illustrated in figures 5 
and 6, the model call even indicate the alloca

lion of crops, technologies and income among 
regions as different alternatives in policy are 
selected. 

Lack of time prevents the detailing of 
other regional, land resource area and national 
results which call be generated from such 
models. However, I hope to have illustrated 
that it is possible to simultaneously analyze 

national, regional and interregional policies 
and possibilities in tie development of a 
nation's agriculture or in guiding it in direc
tions of consumers and voters preferences. I 

believe 'he extent of detail illustrated for all 
of these dimensions and aggregations come 
best from programming models. While these 
emphasized are linear, we now have a quad
ratic model nearly operationally perfected. 

Over time perhaps other types of models can 
similarly be developed. 
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DEVELOPING AN ANALYTICAL CAPACITY FOR PLANNING 
AGRICULTURAL SECTOR DEVELOPMENT 

BY 

GEORGE E. ROSSMILLER 

INTRODUCTION 

When one thinks of the wide range in Developing an analytical capacity 
stages of agricultural sector development broadly conceived is institution building. The 
among countries; the wide range of ideologies intent of this paper is to examine the prob
and institutions creating the environment lems associated with developing an analytical
within which agricultural sector development capacity at the national government level to 
is attempted; and the complex vertical and provide input to the public decision making 
horizontal linkages necessary for agricultural process affecting agricultural sector develop
sector development to occur, it may appear ment. Certain functions must be performed 
presumptious to attempt to say anything of within the public sector to influence the rate. 
general applicability about developing an course, and incidence of this development. 
analytical capacity for planning agricultural Planning is done, policies promulgated, pro
sector development. Nevertheless, while the grams developed, and projects conceived, de
situation is different from one place and one signed and implemented. These functions and 
time to another, enough similarity exists that activities require that decisons be made, even 
some generalizations and principles can be if by default. But a major reason for the 
drawn from specific experiences which should existence of a public sector in any society is 
be useful elsewhere. to make decisions, hopefully with outcomes 

The author is Associate Professor of Agricultural Economics and Director, Agricultural Sector Analysis and 
Simulation Projects, Michigan State University. The author has benefited from critical review of this paper by
colleagues James T. Bonnen, Martin Hanratty and Glenn L. Johnson. 
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Figure 1. The decision-making process. 
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more in the public interest than would occur 

if these decisions were made by default. Sonic 

decisions are independent and easy due to 

limited scope or limited choice of alter-

natives. Most are complex and interrelated, 

All can be depicted as a process. 


Different textbooks, different authors, 

and different decision making practitioners 

will depict the steps in the decision making 

process in varied but generally similar ways. 

One such view is shown in Figure I as a se-

quential and iterative set of six steps includ-

ing: (I) problem or issue definition, (2) data 

and information collection and observation, 

(3) analysis to determine the consequences of 
alternative courses of action, (4) the decision 
upon a course of action including policy 
formulation or program development, (5) ac-
lion, including the implementation of the de-
cision and, (6) evaluation of the results and 
feedback of those results into the continuous 
decision process. As part of the process the 
decision maker must receive a continuous 
flow of both normative and non-normative 
dala and information processed in such a way 
as to be useful to him in making his decisions, 
Since many prohlenls nIust le confronted in 
agricultural sector developnment. many deci-
sion makers are involved in a continuous time 
frame, Thus the analytical capacity flowing 
into the decision process must be able to deal 
with the wide variety of problems con
fronting the decision maker within the 
dynamic context of time. To assure con-
tinuity in the functioning of this capacity 
over time, it is essential it be institutionalized 
as an integral part of the decision making 
structure. 

The development of an analytical 
capacity can thus be viewed as an institution 
building problem with the implementation of 
the desire to build such capacity as an agri-
cultural sector development project. The fac-
tors necessary to such a project are examined 
in the remainder of this paper, drawing 
heavily upon the strengths, shortcomings, and 
insights gained during the past four years with 
the Michigan State University Agricultural 
Sector Analysis and Simulation Project. 

This project began in summer 1971 1 fol-
lowing the completion of an earlier project 

IMichigan State University, Contract AID/csd-2975. 

Michigan State University, Contract AID/csd-1557. 

116 

which terminated in 1970.2 The objective of 
this earlier effort was to test the feasibility of 
using the systems approach and simulation 
techniques to develop computeized models 
of an agricultural sector as an analytical tool 
for planning and policy forimulation. After 
developing a computerized system simulation 
model of the Nigerian rural sector, we con
eluded that the general approach was useful 
as a means of simulating the consequences of 
ah rnative proposed policies for agricultural 
sector development. 

The objective of the present project be
gun in 1971 was to further develop, test, and 
apply the approach in the decision making 
structure of a developing country. The field 
activity of the project in Korea is known as 
the Korean Agricultural Sector Study 
(KASS). 

The activity in Korea consists of' model 
development, training and organization of an 
analytical unit with personnel capable of 
further development and use of the models. 
and institutionalization of the analytical unit 
into the agricultural sector decision making 
structure at the national level. Thus. the focus 
is on a national level analytical capacity re
lated to agricultural sector development in de
veloping countries. The generalizations, how
ever, apply at sub-national levels and in de
veloped country contexts as well. 

Analytical Capacit',Developnzent Defined 
When viewed as an institution building 

problem, development of an analytical capa
city means also institutionalizing that capa
city as an integral part of the decision struc
ture. Thus, in the final analysis this capacity 

must depend upon indigenous personnel and 
institutional linkages without direct external 
support. In the institution building period, 
external support may be provided by foreign 
assistance agencies in developing countries, by 
national government agencies to local govern
ment units in developing or developed coun
tries, or by any agency outside of the environ
ment within which the analytical capacity is 
being established. 

In defining what an analytical capacity is, 

it is instructive to indicate what it is not. 
When the World Bank sends a short-term 
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team into a country to do one of its periodic 
economic survery updates; when AID 
assembles a short-term sector survey mission 
to identify areas for capital assistance invest-
ment; when a consulting team is called in to 
do a benefit-cost feasibility study; or when a 
specialist is brought in to consult on a specific 
technical problem such as a livestock disease 
or a grain storage difficulty, no contribution 
is made toward developing an indigenous 
analytical capacity. In each of these cases the 
parameters of the single problem are pre-
scribed a priori,and the objective of the team 
or the specialist is to move in quickly, gather 
the secondary data and information necessary 
to the analysis required, draft the report, and 
leave. Normally, the only thing left behind is 
the report and a promise (or threat) to come 
back if or when needed. While these are im-
portant activities in their own right, they are 
not what we have in mind here. 

What we do have in mind is an analytical 
unit composed of a core of professionals 
capable of amassing, assimilating, and 
analyzing data and information within a prob-
lematic logic framework in such a way as to 
provide decision makers an understanding of 
the likely consequences of possible alternative 
courses of action. While the analysis will pri-
marily provide information in terms of a wide 
range of performance criteria on the con-
sequences of alternative courses of action, the 
information and data and much of the 
analysis itself must include knowledge from a 
variety of areas such as the technical level and 
relationships within agriculture, the economic 
situation and structure, the social and cultural 
conditions, the state of human change and 
the institutional environment, and the 
political process and constraints. Thus the 
analytical unit must have the capability of 
drawing upon the knowledge and abilities of 
multiple disciplines. And the multi-
disciplinary emphasis needed will change withthe problem confronted. 

Necessary Condllons for Analytical Capacity 
Development 

Before an Activity seeking to develop or 
improve an indigenous analytical capacity can 
be considered, several prerequisite conditions 
must hold. First is the recognition by key de-
cision makers that policy and planning objec-

tives are not being fully realized. This may be 
the case for a variety of reasons including un
realistic objectives, plans and policies which 
conflict or compete with each other; pro
grams and projects which are not fully imple
mented; or for other reasons directly attri
butable to faulty decision making as a result 
of inadequate information and analys's. 

A second and closely related precondi
tion is that decision makers who are unhappy 
with the development performance must re
cognize that in part the present level of per
formance is due to the lack of information 
and analysis upon which decisions are based. 
A third prerequisite conditions is that deci
sion makers must have an intent and will to 
improve the decision process and the decision
making structure with a more scientific and 
analytical approach. And finally, the appro
priate decision makers must have the will and 
ability to commit the resources necessary to 

such a project. Decision makers may be re
luctant to commit to such a project if a credi
bility gap has developed because analysts have 
been too narrow in their analyses or obtuse in 
their contacts with decision makers in the 
past. 

These prerequisites were reasonably well 
met in Korea in 1971 and have been strength
ened since. In 1967, the Agricultural Eco
nomics Research Institute (AERI) was estab
lished in the Office of Rural Development.' 
It had a farm management orientation geared 
to providing micro-economic input into the 
technical agricultural research program. 

In 1970, AERI was removed from the 
Office of Rural Development, physically 
moved from Suwon to Seoul, and placed as a 
staff unit in MAF under the Vice Minister. Its 
new charge was to provide MAF with eco
nomic and policy analysis input, mainly of a 
"brush fire" nature. 

By summer 1971 when the MSU project 
was installed with AERI as the counterpart 
agency, AERI still had a strong farm manage
ment orientation and had not yet established 

itself as a capable, creditable, policy analysis 
unit within the Ministry. Linkages with the 
decision makers were not well developed and 
lines of responsibility and authority am
bigious. Analytical assignments were not well 

lOffice of Rural Development (ORD) is the technical agricultural research and extension agency of the 

Ministry of Agriculture and Fisheries (MAF), located at Suwon. 
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defined nor realistic when measured in terms scope of responsibilities, linkages, and 
of output demanded relative to time and re- functions delegated to an analytical unit, 
sources provided. Coordination and coopera- some basic principles generally apply. Figure 2 
tion between the data and information ac- indicates a typical conceptualization of the 
quisition system, the decision makers, the functional linkages necessary to integrate an 
policy and program implementors, and AERI analytical unit into the decision structure. The 
were deficient. But the fact that AERI was analytical unit is shown in the middle with the 
moved to Seoul to function as a staff policy units providing support and services indicated 
analysis unit indicated that a need for such in the lower part of the chart and the func
analysis was perceived by decision makers and tional units or agencies being served by the 
that the will was present to take action to fill analytical unit shown in the upper part of the 
this need. With time, experience and to some chart. The 1 in the circle on the arrows depict
extent through the presence of the MSU ing the linkages indicates the importance of 
project many of the early operational diffi- interaction between the analytical unit and all 
culties have been vastly improved. Further other units with which it is linked. The 
improvement is, however, both desirable and heaviness of the arrows indicate the likely 
possible. relative operational importance of the linkage. 

Finally, the analytical unit is shown to .have 

While the unique configuration of two sub-units-one concerned with further de
institutions and complex of responsibilities, velopment, adaptation and testing of the 
will dictate to some extent the latitude and models, techniques, and methodologies used 
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in the analyses, the other concerned with 
operational use of the analytical tools in 
analyses of problems defined in interaction 
with the decision makers, 

The relationship of the analytical unit to 
decision makers at a variety of levels in the 
national government agencies is relatively self-
-explanatory. A major product of this in
teraction is a two-way information flow as 
problem definition, data collection, and 
analysis takes place. At the general economy 
planning and the agricultural planning 
coordination levels the analyses will focus on 
long term consequences of broad planning and 
policy strategies. At the agriculture structure, 
production, and food management levels the 
analyses will focus on intermediate and short 
run consequences of policy implementation 
and program alternatives. Problems at each 
level must be defined in interaction with 
relevant decision makers and within the realm 
of authority of the particular decision maker. 

A caveat is necessary with respect to 
Figure 2. The only part of the decision 
making system shown is that which impinges 
directly on the analytical unit. Input to the 
decision process by the analytical unit is only 
one of many inputs from a variety of sources. 
The inputs available from all sources are 
weighed and sorted, accepted or rejected by 
the appropriate decision maker for any given 
decision. For the decision maker is always at-
tempting to satisfy multiple objectives within 
an arena of multiple constraints, political, in-
stitutional, and social as well as economic, 

An extremely important supporting 
service linkage is with tileda and infor-
nidtion 1cquisition system. This qystem 
whether contained in a single unit or dispersed 
among several agencies provides an important 
function of quantitatively measuring the 
structure, performance, and behavior of the 
agricultural sector and relevant parts of the 
general economy. The statistics collected mu,,t 
be processed and disseminated in a form most 
helpful to the users, in this case the analytical 
unit and the planning and policy decision 
makers. To be of most use in the decision 
process the flow of data and information from 
the acquisition system must be relevant, 
accurat,* timely, and consistent. 

Close interaction between analyticaltile 
unit and the acquisition system can provide 
the basis for data improvement. The analytical 
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unit through the use of their models can 
provide information on consistency and data 
sensitivity which can be helpful to the 
acquisition system in determining what 
statistics to collect, how they should be pro
cessed, and in establishing guidelines for 
priorities in data refinement for greater 
accuracy.
 

generated by the acquisition system is vital to 
the quality of the output to the decision 
makers from the analytical unit. As indicated 
later improvement in the acquisition system 
was determined to be so important in Korea, 
that special technical assistance is being pro
vided for this purpose as part of tiletotal 
MSU project. The other support and service 
linkages are more self-explanatory although 
more will be said of them later. 

It perhaps is unfortunate that the main 
perspective of the Korean project tends to 
cenier on the KAAS models. The objectives of 
the MSU-AID Contract focus on model de
velopment, testing, and application. The at
tention of interested people, both inside and 
outside Korea, tends to focus on the models. 
And project staff tend to put dominant 
emphasis on the models in their discussions. 
Admittedly the models are an important com
ponent of the project. However, when viewed 
from an institution building perspective the 
truly critical aspect is the development of the 
analytical unit with a cadre of trained 
personnel capable of using, adapting, and 
further developing the model as a tool in 
analyzing a wide variety of planning and 

policy problems. The most complex and chal
lenging dimension of this process is the in
stitutionalization of the analytical unit into 
the Jecision making structure, with appropri
ate link,-.es to decision makers and to support 
and service agendc:,s. 

Project staff are ,ften asked: "Wtten will 
the job in Korea be finished?" .Whrn will the 
model be completed?' "When wilt you finish 
the final report and wind up the operation?" 
The answer to all these questio:is is, "Ifwe are 
successful, never. " Oncc the KAAS analytical 
unit is institutionalized into the decision 
structure it must continue to be relevant and 
useful to decision makers to remain an 
effective part of that institutional structure. It 
must continually .adapt, update, and develop 
its analytical tools and models as the agricul
tural system they represent changes. And it 
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must continue to adjust its abilities to 
accomodate to the changing nature of the 
problems confronting the decision makers. 
Thus the job is never completed, and a "final 
report" is not an objective, 

Role ofForeignAssistance 

Only when indigenous decision makers 
have the will to improve their analytical 
capacity can enlightened foreign assistance 
provide the catalyst which is so often needed 
to bring about such a change in the developing 
world. This catalytic action can take several 
forms and perform several functions. The 
forms include provision of both technical and 
financial resources, training, and adminis-
trative support; while the functions include a 
focus of interest, an organizational, technical, 
and methodological ability, and in some cases 
initial entre to the decision process at levels 
not achievable by indigenous personnel. 
Foreign assistance cannot provide the will to 
succeed; the intimate knowledge of the 
indigenous situation, institutions, and 
effective modus operandi; or the indigenous 
internal linkages necessary for institutional-
ization and sustained usefulness over a pro-
longed time period. In any case the foreign 
assistance will phase out over a period of time 
(in some cases too quickly, in others not 
quickly enough) and the indigenous capacity 
must be able to take over at that point with 
their own set of linkages and functional re-
lationships intact; otherwise possibly fatal 
institutional gaps will exist. 

In the Korean case, the basic adminis-
!rative and structural linkages already existed 
for the Agilnultural Economics Research 
Institute before the KASS project began. The 
KAAS project was attached to AERI as the 
Korean counterpart institution and was able 
to take advantage of this existing set of link-
ages even though as indicated above they were
incomplete and in some cases weak. 

On the incomplete list were linkages to 
computer services and to the research training, 
and consulting services of universities and 
other research and training institutes. A satis-
factory linkage between AERI/KASS and 
computer services did not come easily. The 
first attempt was to use the computer services 
provided by the National Computer Center, 

an installation run by the Government to 
provide services free to government agencies. 
This computer installation is administered as a 
data processing center with priority given to 
large data processing jobs such as survey 
tabulation or census data processing. The 
needs of model developers and researchers are 
not met. At times job turn around time was 
once a week when a minimum of three times a 
day would have been more appropriate. Such 
delays led us to realize that this "free" service 
had a high opportunity cost in terms of the 
frustration felt by KAAS team members and 
in inefficient model development and 
operation. We finally arranged to use the com
puter installation at the Korean Institute of 
Science and Technology on a pay basis with 
the MSU project, USAID/K and NAERI I 

sharing the cost of the service and the teletype 
terminal and keypunch machine installed at 
NAERI. The agreement called for Korean re
sources to be used for operational activities 
and MSU and USAID/K resources to provide 
for model development activities. As the MSU 
contract nears termination, model develop
ment is declining and operations are increasing 
so the Korean Government is providing an in
creasing share of the computer service cost. 

With respect to the linkage with Korean 
universities and research institutes, existing 
linkages were strengthened by providing two 
universityprofessors with the knowledge of 
some simulation techniques and the skills 
necessary to teach the systems approach. 
After a great deal of groundwork was laid by
the NAERI director, a mechanism was 
established to allow government agencies (like 
NAERI) to contract with professionals in 
universities and elsewhere for their services at 
rates of pay nearer their opportunity cost 
than the civil service system had allowed. 
Thus a very good means of upgrading work 
quality at NAERI was devised. 

A major constraint to institutionalizing 

an analytical capacity for agricultural develop. 
ment planning in the Korean agricultural 
ministry was identified by the KASS team 
early in the project. A task force concerned 
with identifying organizational and functional 
constraints in MAF to effective planning and 
policy development found a low capacity 
among MAF administrators to absorb and 

1By this time the name of the Agricultural Economics Research Institute (AERI) had been changed to the 
National Agricultural Economics Research Institute (NAERI) thus reflecting its wider role and responsibility. 
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utilize serious analytical input to the planning
and policy process. Further the analytical
work done in MAF was found to be sporadic, 
piecemeal, and fragmented throughout the 
bureaus and divisions of the Ministry. This 
situation led the KASS team to recommend 
that MAF initiate concerted action to increase 
the planning and policy development capacity
of its personnel in four specific areas. These 
areas were: agricultural policy analysis, agri-
cultural outlook, andprogram project
evaluation, and agricultural statistics and data 
collection processing and utilization. Sub-
sequently, a joint project was developed 
between USAID/K, the Korean Ministry of 
Agriculture and Fisheries, and Michigan State
University to provide technical assistance in 
these areas under the Korean Agricultural
Planning Project (KAPP). While KASS was 
designed to be developed into an analytical 

backstopping unit with the capability of using
large and complex computerized models foi 
analysis of Korean agricultural development 
problems, KAPP was designed, in part, to help 
MAF decision makers identify and interpret
their problems in such a way that the KASS 
unit could help them analyze and derive 
solutions to those problems. Therefore, KAPP 
provides the interim linkage between KASS 
and the decision makers so crucial to the 
effectiveness of the analytical unit. To insure 
close cooperation and coordination between 
KASS and KAPP a single field project 
coordinator has been designated to administer 
and oversee the operations of both units. 

As stressed above, it is extremely im
portant that the institutional and operational
linkages necessary for institutionalization of 
the indigenous, analytical capacity be 
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developed and in place so asto be minimally 
affected as the foreign assistance effort is 
withdrawn. Figure 3 indicates the MSU pro-
ject linkages with AID and the Korean 
agencies as well as the indigenous linkages 
which have been established. It is obvious 
from the diagram that the AID and MSU 
activities are supportive and integrated with, 
but not substituting for, the indigenous in-
stitutional structure and linkages intact and 
functioning. This project structure was no 
accident but rather designed from the beginn-
ing in order to insure that the survival of the 
analytical capacity being built in Korea does 
riot depend upon MSU or AID remaining
within the structure o 

The main question remaining in Korea is 
whether the foreign assistance projects have 
been designed to provide enough resources 
and time for the indigenous structure to be 
come well established. Foreign assistance 
efforts are presently scheduled to terminate 
on the KASS side on 30 June 1976 and on the 
KAPP side on 30 June 1977. By that time, a 
small but important number of Korean per-
sonnel will have returned fioin training in agri-
cultural economics and systems science. It will 
be their task to take over the operation of the 
analytical unit and to insure the smooth and 
effective functioning of the unit. However. 
well trained these professionals will be, they 
will still be relatively inexperienced and will 
most likely need some additional outside 
support through short-term consultation. 

The overall process tf institutionalizing 
an analytical capacity in which organizational, 
technical, and human change are required, 
often in large anounts, is a risky venture at 
best for both the host government and the 
foreign assistance agency. For example, a few 
months ago a National Academy of Science 
team spent one week in seminars and work-
shops with personnel from a variety of 
indigenous development agencies of a Latin 
American country. The purpose of this 
exercise was to think through the establish-
ment of research and operational program 
priorities for agricultural sector development 
in one region of the country. Near the end of 
the week, several of us on the NAS team had 
become rather disenchanted with the process 
and were less than happy with what appeared 
the likely outcome of the conference. One 

member of the NAS team, Dr. Arthur T. 
Mosher, t attempted to put the whole thing in 
perspective by observing, "don't expect too 
much, this is neither the beginning nor the 
end but only a moment in the continuing 
process of development activity in this 
country.' 

Viewed in this perspective, it became 
clear that one could not expect what some of 
us had hoped for from the conference. Rather 
the small amount of progress which was made 
in defining the issues and moving toward 
establishment of priorities was undoubtedly
worth the effort because the next round or
the next event in the process would have that 
much more base from which to start. The 

same is true in the development of an 
analytical capacity. The process must begin 
within the context of a given political 
ideology, human resource base, technological 
level, and configuration of instituations and 
their linkages with each other. And it must 
also be understood that the foreign develop
ment assistance agency cannot provide re
sources and exert its influence forever. While 
it is involved, however, one principle is 
imperative. No matter what the ultimate 
design and mode of project operation, it must 
be a joint undertaking with the relevant in
stitutions and decision making personnel of 
the host country. The foreign assistance 
agency may be able in its effect on the 
..moment" in the process to help shape the 
structures necessary for the continuation of 

ail analytical capacity, but the determination 
of long-tern survival is out of its hands. Un
less the project and its process are 
legitimatized by indigenous decision makers 
and accepted into the country's culture, 
tradition and institutional structure, the 
moment of involvement by the foreign 
assistance agency will pass with no visible re
maining sign that it ever existed. The ultimate 
test, in fact the only test, of success in 
developing an analytical capacity is whether 
the output of that capacity issought and used 
over time by decision makers who because of 
its input, make beter and more effective 
decisions than overwise would have been the 
case. 

We think that with continued attention 
and nurturing by MAF and because of the 

IFormer president of the Agricultural Development Council and presently ADC representative in Sri Lanka. 
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sound analytical base which has been 
established, the KASS unit will become an 
integral part of the decision structure for 
Korean agricultural sector development. But 
Korea along with probably only a handful of
other developing countries is unique. The 
ingredients of established institutions, of 
human capacity, of the ability to handle 
technical change, and of the will were all 
present when the foreign assistance was 
provided as a catalyst for developing and in-
stitutionalizing the analytical capacity. Only 

countries with these attributes in strong 
measure cai hope to achieve the iategration
of an analytical capacity on a large scale. For 
the less developed of tile many developing
countries have a long and arduous task ahead 
of them to develop these basic attributes. 
Only when this is accomplished can they
successfully attempt the next step toward 
establishing a broad analytical capacity within 
the decision making struc!are for better and 
more effective planni'ig and policy for
mulation for agricultural sector development. 

COMPARATIVE DYNAMICS AND DEVELOPMENT POLICY
 
ANALYSIS: THE RECURSIVE PROGRAMMING APPROACH
 

BY 

RICHARD H. DAY* 
This paper outlines the role that r'ecursive 

programming models can play in development
policy analysis. The discussion assumes that 
agriculture is of special interest but it should 
be understood that the concepts are 
applicable to other sectors and to multi-sector 
studies with appropriate modifications, 

Economic theorists have often con
centrated on the "big" issues of economic 
development: the long run path of per capita
incomes, the existence and character of 
balanced growth, the intertemporal optimality
of alternative growth trajectories. This has led 
to macroeconomic theories characterized by a 
few relatively simple, but dramatic properties 
such as the "iron law of wages" that derived 
form classic reasoning, or the recently fashion-
able "golden rules of economic growth " But 
policy makers and the rank and file civil 
servants who are charged with implementation
often have a different view of development,
They have long known that an awareness and 
understanding of the big issues are not 
sufficient to guide the host of individual 
decisions from which they are directly res-
ponsible or over which they hope to hold 
sway through well conceived direct and in-
direct controls. They have found that sooner 
or later policies must account for the realities 

of decision-making in tile field and factory.
Unfortunately for them, however, little 
guidance can be obtained from the traditional 
economic development literature, especially
that concerning agriculture, at a micro
economic level. A wide gap exists between the 
principles of macroeconomic development 

theory and the practice of policy makers andadministrators. 

In the nleantime various lines of 
quantitative analysis have emerged that 
partially fill the requirements for sound policy
analysis. One line is the econometric analysis
of flow the supply of individual commodities 
responds to prices. This approach incorporates 
some microecononlic variables such as ilmput 
and output prices, crop yields, and weather 
indexes. It does not, however, examine the 
performance of the farmi sector as a whole. 
Thi is a serious shortcoming because farm 
technology and decision procedures create a 
variety of interdependencies that must not be 
ignored if production response isto be under
stood, even if one is hiterested onli, in 
individual commodities. 

A second line has focused on regional or 
national indexes of economic activity of the 
farm sector as a whole, incorporating output
indexes, average wages, aggregate labor 
supply, and the interdependence of such 

*Professor, Department of Agricultural Economics, University or Wisconsin. 
This paper is based on material presented in R.H.Day and 1.Singh, Economic Development as an AdaptiveProcess: A Green Revolution Case Study, Cambridge University Press lforthcoming]. 
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aggregates with similar indexes for the non-
agricultural sector. While such studies are 
often well conceived, especially from the 
point of view of macroeconomic issues, they 
subsume tie intrasectoral allocation of scarce 
resources among interdependent outputs. 

A third approach involves input-output 
and national programming models. It 
emphasizes intersectoral structure and has 
been motivated by policy issues dealing with 
resource allocation and factor mobility among 
various industrial sectors and agriculture, 
Models of this kind have yielded substantial 
new insights and have introduced a new level 
of rigor into intersectoral analysis. Yet, they 
leave out the details of technology and 
decision-makng within individual sectors that 
must be introduced eventually if the policy 
maker is to receive guidance at the level where 
his policies must ultimately be put to work 
(and, moreover, where his success or failure 
will ultimately be judged by the people). Even 
when considerable microeconomic detail is in-
corporated essential institutional and dynamic 
features of microeconomic reality are left out. 
This suggests the need for' augmenting 
approaches that concentrate on the details of 
intrasectoral development, and fill the gap still 
remaining when the methods just described 
have been skillfully and effectively 
implemented. 

A fourth approach, variously called the 
"general systems" or simulation approach can 
allow for intersectoral relations while at the 
same time accomodating any amount of 
microeconomic and dynamic detail. It can 
draw on virtually any particular modeling
technique. A more specific, but still very 
flexible, class of models that falls within this 
general category is the "recursive 
programming model" which builds on explicit 
assumptions about how decisions are made at 
the microeconomic level and that incorporate 
dynamic linkages fundamental to the ongoingprocess of change. 

Until recently it was argued by many, and 
with great force, that people in various 
societies behave according to rules so different 
that microecononic theory is not relevant, 
Proponents of this view held that the people
of less developed countries are tradition 
bound, that cultural and institutional 
restraints severely circumscribe their res-

ponsiveness to market incentives, and that the 
developed countries have a kind of monopoly 
on "economic man". However, in 1964 
Theodor Schultz argued that traditional 
patterns were maintained not because of hide. 
bound restraints but because they represented 
a rational equilibrium under existing 
conditions. His proposition has been con
firmed by a variety of statistical studies of 
supply response. These studies have focussed 
on the question of whether or not peasants in 
traditional or near traditional agriculture res
pond to opportunities which are made avail
able by changes in market conditions. They 
have shown that the production of specific 
commodities in specific LDC's is price res
ponsive, especially when adjustment lags due 
to uncertainty and fixity of capital stocks are 
accounted for. Moreover, they suggest: ( I ) the 
general form and direction of this response is 
consistent with price theory; and (2) peasants 
in traditional agriculture respond to market 
incentives when sufficient incentives exist. 

In the standard economic analysis firms 
maximize profits, households maximize 
utility. When faced with risk they maximize 
expected profits or expected utility. This 
analysis was worked out for the agricultural 
setting long ago by Heady, and more recently, 
for the peasant farm, by Nakajima. It has been 
successfully incorporated into econometric 
studies by Lau and Youtopolous, among
others. Unfortunately, this neoclassical model 
underplays the complexity of technology, it 
overplays the rationality and perfect know. 
ledge of farmers; and it exaggerates the 
efficiency of markets. It is designed for com
parative statics: the study of how equilibria 
vary with parametric changes in the data of 
the problem. It is essentially a theory of 
economic processes in equilibrium. 

Economic development, however, 
inolvs ihdi o fldpequilibriaean 
involves the disruption of old equilibria andthe seeking of new equilibria. Whether ornotnew equilibria are reached and the specific 
thne path toward them depends on the way
decisions are made, and how the economic be
havior of individuals interact to produce 
aggregateresults. But to understand economic 
development as a disequilibrium process, we 
must construct a new microeconomic model 
of decision making. It would seem appropriate 
to name the arch-typical decision-maker in 
disequilibrium, "adaptive man". Adaptive 
man is an agent who makes short horizon 
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plans, not because he is irrational, but because 
lie is (and knows lie is) seldom prescient. he is 
cautious in adapting to a changing environ-
ment because tradition and experience suggest 
that caution is often a wise tactic in the game 
of economic survival, he responds to feedback 
from the market and the behavior of other 
agents because the task otf estimating 
competitors' behaviors far exceeds the 
capacity of" any individual's computational 
ability, even as it far exceeds the capacity of 
the largest and most sophisticated economic 
modeling center. 

This view of'' adaptive man" has served as 

the basis for the application of recursive 
programming models to economic develop-
ment. Although the time available permits u 

most generalto describe these models in the 
terms, we should note that. in addition to 
incorporating some of the essential features of 
adaptation just described, recursive 
programming models can incorporate as de-
tailed a representation Of technology and 

market structure as seems strategic for the 

problem at hand and compatible with the 

model building budgel. 

III 

The farin sector in most underdeveloped 
couttries is a decentralized decision-making 
system made up Of' nunerous more or less 

independent farms. Each farmer must act on 

decisions, made usually in a disequilibrium 
situation, based on limited infornmation about 

markets and in response to constraints or 

incentives imposed by governmlenl policies, 
The structure of a given farmer's environment, 

which consists of all Other farms. markets, 
political Organizations and nautre, is neither 
controlled nor well understood by him. Ile 
must adapt by responding to various variables. 
such as prices. revenues, quotas, and the past 

behavior of his neighbors which are exogenous 
from his point ol'view. Ilis rules of adaptation 
link his current efforts at decision-making it 

his past experience and to the past behavior of 

his neighbors both because lie mly initate 

them and beca use tIei r past actions do in the 

aggregate have an impact ol the current 
market situation. The I'undamental concepts 
which must Iherefore be taken into account in 

amiy theory intended it explain actual events 
are decision and feedback. 

A breakdown of the individual farm's en-

vironment and feedback linkages is illustrated 

in Figure I. The feedback loops connecting a 
given farmer's decisions in the present period 
to his experience (loop 3) and his "environ
ment" (loops 1,2, 4-12) are indicated. Loops 
I and 2 show the indirect feedback that 
conies through the market, something that 
affects financial feasibilities, profit, and 
commercial consumption goals. Loops 4 and 5 
show interagent linkages that exist because oll 
imitation and direct exchanges of goods and 
services between neighbors. Loops 6 and 7 in
directly connect each farm to the nonfarm 
economy. Loop (10) indicates an environ

mental dependence that arises because farms 

are strongly influenced by weather and 
their physical sur.because they affect 

roundings through water pollution. soil 

depletion, and salination. 

For operational purposes individual enter
prises are of course not modelled. Instead 
representative larmi aggregates. homogeneous 
regions and perhaps even entire industrial 
sectors are treated as economic units. But the 

way these aggregate units are modelled 
reflects the strategic realities of the macro

economic situation. 

IV 

Recursive programming models can be 

based on target planning, cautious optimizing, 
utility maximizing, and satisficing. It is easy 

to show that target planning, cautious 

optimizing, and satisficing can all be regarded 
as behavior in which flat topped or satiable 

utility functions are maximized. Consequtently 

we can speak of any of these as a goaI. Goal 

fulfillment is then to be maximized. Most be
havioral scientists regard behavior as deter
mined by many different goals and these tire 

arranged according to some (perhaps 
temporary) hierarchy or priority order. A first 
goal dominates comparison ofl alternatives 

until a satisfactory solution is obtained 
according to it, then a less important goal is 

maximized over the remaining alternatives and 

so on until a single. unique choice is reached 
and no more "room" for considering future 

goals is left. 
Sequential attention to goals is of' con

siderable use in understanding micro
economic behavior. It explains, for example, 

why people in one stage of development 
might behave very much differently than in

dividuals in other stages of development. It 

also explains why many of the considerations 
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that dominate rich peoples' choices often straints, such as those implied by cautious be.seem trivial to poor people, or why when havior and current satisfying or aspirationsurvival considerations dominate, a profit goal levels, are also determined. Then the pastmay be unimportant. Environmental con- decision is examined for feasibility. From theditions may bring about a current situation in adaptive point of view current decisions arewhich the past decision is no longer feasible or regarded as departures from past actions. Ifthe aspiration level of some more important the past action is not feasible then a search forgoal can no longer be attained. Under these feasible alternatives must ensue. If none areconditions the more important goals must be found goals must be modified or the environreconsidered. Thus we see that a number of ment "negotiated". This means that theroutes are possible in coming to a final choice, decision maker is modelled as getting helpThe procedure as a whole is illustrated in from outside. If the past solution is feasible itFigure 2. One begins with past experience and must be checked to see which, if any, of thecurrent data. On the basis of these items the high order goals are satisficed. Let us supposetechnological, resource, and financial con- goods 1.... i are maximized. Then the nextstraints are determined. Any adaptive con- goal i + I is maximized. If there is no further 
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room for choice the procedure ends, and the 
plan is implemented. If the solution to the last 
maximizing problem is not unique then the 
next goal is maximized and the process 
continues step by step until there is no further 
room for choice, or until all the goals have 
been considered. If all goals have been con-
sidered and there is still room for choice we 
invoke the principle of "conservative 
selection". This asserts that among the 
solutions that satisfy all the goals the one 
closest to the past decision is selected. 

Several important features of this model 
stand out. First, as long as a given number of 
high order goals are satisfied their priority 
order has no affect on the solution. Second, 
satisfied goals do not enter utility com-
parisons but act as constraints on choice 
according to less important goals. Peasant 
farmers probably do not think about their 
decision procedures in exactly this way. 
Certainly they would not articulate them 
using these terms. Nonetheless, we believe this 
general characterization is much more realistic 
than standard economic theory and it does 
approximate with sonic accuracy practice in 
the field and factory. 

V 


Standard economics presents a somewhat 
schizophrenic view of the world. On the one 
hand, it views economic behavior as being (I) 
consistent with complete and fixed 
preferences, (2) in equilibrium so that con-
ditions of supply and demand are balanced, 
and (3) efficient, so that no agent can improve 
his lot without diminishing that of another. 
This is the standard economist's "positive" 
view. People, however, are often inconsistent, 
the economy appears frequently, if not 
always, to be more or less in disequilibrium, 
and improving conditions for some at the 
expense of worsening conditions for others is 
a commonplace occurrence: economic 
competition produces losers as well as 
winners. Consequently, the noeclassical 
theory can at best be an approximation of 
reality, 

can also provide an objective forBut, it 
policy. According to the orthodox view if the 
three conditions described by tie theory do 
not exist, then they can be brought about by 
policies that remove "imperfections" in the 
system or that neutralize their effects. This is 
the other view of orthodox economics. It is 

the "normative view": reality does not con
form to the theory; but can be made to. 
Theory provides a norm against which per. 
formance and hence policy can be tested. 

The methodology presented here offers a 
departure from either of these positions. It 
begins with the proposition that economic 
development involves changing values, adjust
ment out of equilibrium, and a counterpoint 
of growth and decay that causes improving 
fortunes for some and declining fortunes for 
others. It continues with the proposition that 

the model builder's first objective is to 
develop an operational, mathematical 
representation of development that 
incorporates essential features of the process 
as it unfolds. This formal representation must 
be capable of incorporating strategic details of 
technology, decision-making, and environ
ment relevant for the time and place under 
investigation. Also it must, insofar as possible, 
draw on and be consistent with direct 
observation of the process itself. It must be 
operational -not in Samuelson's sense of being 
capable of refutation in an "ideal' 
experiment-but in the sense that it can be 
approximated by a specific mathematical 
structure, estimated with real data, and 
simulated on the computer. 

Having accomplished this objective the 
model builder must, as a next objective, 
validate his representation of the development 
process. Because his model is "realistic" in its 
constituent components, the model builder, in 
pursuing this objective, is looking for evidence 
that his model is mistaken in its 
representation of reality. Such evidence can 
then be used, not as a basis for rejecting the 
entire ediface, but as a guide to changing the 
model so that its approximation of reality is 
improved. 

Once satisfied that tilemodel "works" 
and that it approximates reality with useful 
accuracy, the model builder is ready to con
sider applications. Applications involve 
making conditional projections, comparative 
dynamic analyses and comparative static 
analyses. 

Projections are conditional on estimated 
exogenous variables which are not 
"explained" by the model but on which their 
behavior depends. This is the Achilles heel of 
econometric analysis of any kind: no matter 
how good the model of a given part of the 
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process, if estimates of exogenous variables 
are "off" then the model's projections must 
also be "off". Nonetheless, by running the 
model for alternative "histories" of the 
exogenous variables, the development process 
may be better understood and future 
possibilities anticipated. Better understanding 
of the way a part of the real system works in 
response to changes in the rest of the world-
the environment-is of great use in and of 
itself for policy analysis-not to mention the 
pursuits of idle curiosity. Also, by studying 
the model behavior for alternative histories of 
policy control variables, insight into likely 
responses of the real system over time can be 
anticipated. Such exercises might go a long 
way toward providing an early warning of 
impending problems that might otherwise be 
overlooked. One such problem is the 
generation of massive unemployment in the 
transition from traditional to modern 
technology. 

In a third type of application, one can 
"stop the process'-as represented by the 
model-for a given period and ask, how would 
behavior change (or how would it have 
changed) in this given period if certain 
technological, behavior change (or how would 
it have changed) in this given period if certain 
technological, behavioral, economic, or policy 
parameters varied? This is an exercise in 
comparative statics. However, its inter-
pretation is somewhat different than in its 
standard use. There we ask, how do equilibria 
change with changes in the parameters? 
Assuraing convergence of the underlying 
dynamic process, this answer is relevant to the 
analysis of "long run" adjustments. Here, 
however, we answer questions about the long 
run by running the model dynamically for 
many periods, i.e., by using comparative 
dynamics. Comparative statics in our 
application will indicate only short run 
changes likely to occur within a given period. 
A succession of such analyses generates 
shifting supply and demand curves and other 
comparative static functions derivable from 
the model structure. 

If an adaptive model of disequilibrium 
behavior such as ours were to converge to the 
conditions of the pure competition of 
standard economics, this would, of course, 
constitute a kind of validation of the use of 
static analysis, even for the study of develop-. 
ment. Because of this possibility-which some 

modelling studies have realized-we do not 
oppose the use of standard economic analysis. 
Indeed, we espouse an eclectic view toward 
competing methodologies and believe that 
most, given limitations of time, scope, and 
cost, have something to offer. 

Nonetheless, we believe that models of 
man in his imperfections, as he suboptimizes 
and as he adapts his behavior out of 
equilibrium to "external circumstances", 
should in general be emphasized. These will 
improve our understanding of the develop
ment process and provide a workable tool for 
generating policy information that is credible 
because it is based on realistic assumptions. 

Moreover, it is possible-if not 
evident-that a central feature of economic 
existence is the disruption of equilibria and 
the movement away from old positions to
ward new equilibria, that eventually, in their 
turn, give way to stillnewer ones. lf this is true, 
then the central problem for the model 
builder is not to provide a tool for steering the 
economy toward the safe harbor of efficient 
equilibrium of perfect competition. Rather, it 
is to provide instruments for steering the 
economy through massive economic dis
ruption with a socially acceptable degree of 
individual harm, for, out of equilibrium, some 
are losers in the game of life and the best that 
can be achieved is a just compensation for 
damage that is irreparable. 

For the latter reason (if this view of the 
long run is correct) economic development 
inevitably involves conflict among the parties 
involved. Consequently, the resolution of 
policy can only occur through debate or 
persuasion or, in the absence of demorcratic 
process, through coercion. The model 
builder's role in this circumstance, is to re
place reality with mathematical, computer 
models. These, used as a laboratory for social 
experimentation, enable "outcomes' or 
"scenarios" to be generated without suffering 
their consequences, thus permitting society a 
wider range of choice between possible future 
histories. 

How society will choose among the 

possibilities is a question that model builder's 
may never be able to answer. For the sake of 
our human freedom, let us hope that we can
not. We can add to the understanding, how
ever, and in so doing can provide a sound basis 
for the evolution of reasonable and workable 
solutions to society's problems as they emerge. 
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ECONOMIC DEVELOPMENT AND PLANNING.
 
INVIRGINIA, 1950-2000
 

BY 
WILLIAM J.SEROW* 

1. 	 INTRODUCTION 
The purpose of this paper is to review 

trends in economic development in the 
Commonwealth of Virginia for the past few 

of 	 thedecades, and to assess some 
implications of these trends for the future. 
The pattern of economic development in the 
state is essentially a pattern of continuing 
urban expansion. In 1950, less than half of 
Virginia's population-47 percent resided in 
urban areas. Twenty years later, this 
proportion had risen to 63 percent. By way of 
contrast, comparable data for the entire 
nation showed percentages of 64 and 73, res-
pectively. 

Changing patterns of residence are 
indicative of many other changes which have 
occurred in the state since 1950. The follow-
ing section of this paper reviews these changes 
in terms of social indicators such as education, 
employment, and income. Analysis of such 
variables in effect describes the level o. 
economic dlevelopment and changes in ths3 
level in recent years. 

The third, and concluding section deals 
with the planning aspect of the paper. In this 
section, analysis is confined to the future of 
Virginia. Again, the treatment focuses on the 
question of urbanizatior in the state, and on 
some of the potential costs and benefits of 
this urban development. 

II. 	 ECONOMIC DEVELOPMENT IN 
VIRGINIA, 1950-1970 
Between 1950 and 1970 there were 

significant changes in the socioeconomic 
status of Virginian residents. This section 
reviews trends for the State in the areas of 
educational achievement, employment, in-
come, and labor force composition. 
A. 	 Educational Achievement 

The median number of school years 
completed rose 3.2 years between 1950 and 

1970.1 In 1950 median years of school was 
8.5, slightly more than a grade shcool 
education. The median increased steadily, and 
by 1970 it was 11.7 years, almost a complete 
high school education. (See Table 1.) 

Between 1950 and 1970 there was a 
significant decline in the number of persons 
having only an eighth grade education. Ineach 
decade the share of the population with no 
more than an eighth grade education declined 
about 10 percent, but in absolute numbers the 
greate.st decline (15.6 percent) occurred 
between 1960and 1970. 

The number of persons in Virginia who 
received no more than a high school diploma 

increased by 135 percent between 1950 and 
1970. The greatest increase (65 percent) 
occurred between 1950 and 1960. In 1960, 
20.7 percent of the population had earned 
just a high school diploma and, by 1970, 25.2 
percent had done so. 

The most spectacular increase occurred 
among those who completed at least four 
years of college. Only 6.5 'percent of the 

population in 1950 had earned at least a 
college degree compared to 8.4 percent in 
1960 and 12.3 percent in 1970. In absolute 
numbers, the number of persons who earned 
at least an undergraduate degree increased by 
166.2 percent between 1950 and 1970. 
B. 	 Labor Force 

The socioeconomic changes which 
occurred in Virginia between 1950 and 1970 

are reflected in the changing composition of 
Virginia's labor force. These changes may be 
viewed in three ways: the demographic com
position of tle labor force, the occupational 
composition, and the industrial composition. 

1. 	 Demographic Composition. In 1950 

there were 1,305,611 persons in 

Virginia's labor force. The number increased 
to 1,532,599 by 1960. A greater increase 

IThe median is that point Inthe exact middle of the distribution. 
*Research Director, Population Studies Center, Tayloe Murphy Institute, Colgate Darden Graduate School of 

Business Administration, University of Virginia. 
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Table 1.Number ofSctool Completed, Persons Aged 25 and Over, Virginia: 1950, 1960, and 19 70. 

1950 
 1960

Years Percent Percent
of School of of 
Completed Number Total Number Total 

0 59,265 3.4 55,356 2.7 
1-4 256,105 14.4 218,164 10.5 
5-6 257,715 14.8 254,124 12.2 
7 231,070 13.2 228,146 11.0 
8 152,770 8.8 178,316 8.6 
Total
 
Grade
 
School 897,660 51.5 878,750 42.3 
9-11 281,225 16.1 358,614 17.2
12 261,855 15.0 432,107 20.7 
Total High
School 543,080 31.1 790,721 37.9 
13-15 132,855 7.6 183,428 8.8 
16+ 113,070 6.5 174,904 8.4 
Total Post-
Secondary 245,925 14.1 358,332 17.2 
Total 1,745,930 100.0 2,083,159 100.0 
medians 8.5 9.9 

occurred by 1970, bringing the total Virginia 

labor force to 1,956,894. and increase of 49.9 

percent over 1950. 


The portion of the population in the 
military increased slightly between 1950 and 

1970. Of the 1950 population aged 14 and 

over 4.5 percent (108,935 persons) was in tile 

military, compared to 4.8 percent (133,082)

of the 1960 population and 5.1 percent

(175,718) of the 1970 population. Similarly, 

the civilian labor force increased from 49.8 

percent (1,196,676 persons) in 1950 to 50.8 
percent (1,399,517) in 1960 and 52.1 percent 
(1,781,176) in 1970. In 1950 the civilian 
labor force was 72.7 percent male and 27.3 
percent female, but by 1960 the female share 
increased to 33.7 percent and by 1970 to 39.4 
percent. 

The civilian labor force participation rate 
(that is, the number of persons in the civilian 
labor force, divided by the total population
aged 14 and over) increased gradually from 
49.8 percent in 1950 to 50.8 percent in 1960 
and 52.1 percent in 1970. 

In 1950 the overall rate of participation 
was higher for nonwhites (53.9 percent) than 
whites (48.6 percent). 2 The nonwhite male 
rate (74.0 perwas higher than the white male 
rate (71.3 percent); the nonwhite female rate 
(33.8 percent) was higher than the white 
female rate (25.6 percent). Though the 1960 
nonwhite labor force participation rate was 
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1970
 
Percent 

of Percent Change
Number Total 1950-60- 1960-70 1950-70 

39,708 1.6 -6.6 -28.3 -33.0 
147,707 6.0 -14.8 -32.3 -42.3 
203,066 8.3 -1.4 -20.1 -21.2 
212,938 8.7 -1.3 -6.7 -7.9 
184,978 7.6 16.7 3.7 21.0 

748,689 30.6 -2.4 -15.6 -17.6 
488,962 20.0 27.5 36.4 73.6
616,942 25.2 65.0 42.4 135.6 

1.105,904 45.2 45.6 39.9 103.6 
250,838 10.3 38.1 36.8 88.8
 
300,943 12.3 54.7 72.1 
 166.2 

551,781 22.6 45.7 54.0 124.4 
2,446,082 100.0 16.5 18.2 37.7 

11.7 

still higher than tile white rate, the while male 
rate (68.5 percent) surpassed the nonwhite 
male rate (66.9 percent) while the white 
female (32.6 percent) lagged behind the non
white female rate (39.0 percent). By 1970 the 
overall while (52.2 percent) was higher than 
tile nonwhite rate (51.6 percent). The 
difference in the male rates had widened: the 
white male rate was 65.5 percent, and the 
nonwhite male rate was 58.0 percent. The 
difference between tile female rates had 
narrowed; tile white female rate was 39.4 
percent, and the nonwhite female rate was 
40.3 percent. 

Though the male labor force participation 
rate was consistently higher than the female 
rate between 1950 and 1970, there was a 
significant decrease in the span between the 
two. The rate for males was much higher than 
the rate for females in 1950 (71.8 percent for 
males and 27.4 percent for females), buy by
1960 the male rate had declined slightly to 
68.2 percent while the rate for females had 
risen considerably to 33.9 percent. By 1970 
the male rate of participation had dropped to 

. percent while tie female rate had risen 
to 40.1 percent. 

The decrease in participation among

males could be the result of the increasing
 
incidence of Armed Forces service (8.6
 
percent of male Virginians in tie entire labor
 
force were military in 1950, compared with
 



Table 2. DemographicCharacteristicsof Virginia'sLaborForce:1950, 1960, and 1970. 

TABLE 2. DEMOGRAPHIC CHARACTERISTICS OF VIRGINIA'S LABOR FORCE: 1950,1960, and 1970 

Total White Male White Female Nonwhite Male Nonwhite Female 
Year Number Percent Number Percent Number Percent Number Percent Number Percent 

1950 
Total Population 14+ 2,404.426 100.0 954,534 39.7 937.160 40.0 256,265 10.7 256,467 10.7 
Number in Labor Force 1,305,611 100.0 77,349 59.5 244,168 18.7 196,945 15.1 87,149 6.7 
Labor Force Participation Rate 49.8 71.3 25.6 74.0 33.8 
Number in Military 108,935 100.0 97.195 89.2 4.063 3.7 7,436 6.8 241 0.2 
Civilian Labor Force 1.196.676 100.0 680,154 56.8 240.105 20.1 189,509 15.8 86,908 7.3 
Employed Civilian 1.150.164 100.0 659,781 57A 232,752 20.2 177,481 10.2 80,150 7.0 
Unemployment Rate 3.9 3.0 3.1 6.3 7.8 

1960 
Total Population 14+ 2,753,069 100.0 1,098,198 399 1,121,750 40.8 262,322 9.5 270,799 9.8 
Number in Labor Force 1,532,599 100.0 874.244 57.0 367,985 24.0 184,641 12.1 105,749 6.9 
Labor Force Participation Rate 50.8 68.5 32.6 66.9 39.0 
Number in Military 133,082 100.0 121.635 91.A 2,124 2.0 9,169 8.1 154 0.1 
Civilian Labor Force 1,399,517 100.0 752,589 53.8 365,861 26.1 175,472 12.5 105,595 7.5 
Employed Civilian 1.340.800 100.0 726226 54.2 353,516 26A 163,324 12.2 97,734 7.3 
Unemployment Rate 4.2 3.5 3A 6.9 7A 

1970 
Total Population 14+ 3,418,599 100.0 1.379.460 40A 1,431,984 41.9 291.658 8.5 315,497 9.2 
Number in Labor Force 1,956.894 100.0 1,058,161 54.1 567,235 29.0 193,815 10.0 137,683 7.0 
Labor Force Participation Rate 52.1 65.5 39A 58.0 40.3 
Number in Military 175.718 100.0 154,256 87.6 3,298 1.9 17,727 10.1 437 0.2 
Civilian Labor Forfe 1.781,176 100.0 903,905 50.8 563,937 31.7 176,088 9.9 137,246 7.7 
Employed Civilian 1,727,111 100.0 885,555 51.3 545.247 31.6 169,009 9.8 127,300 7.4 
Unemployment Rate 3.0 2.0 3.3 4.0 7.2 

1950 1960 1970 Change 
Number Percent Number Percent Number Percent 1950-1970 

Total Population 14+ 2,404,426 100.0 2.753.069 100.0 3.418,599 100.0 42.2 
Number in Labor Force 1.305.611 54.3 1.532.599 55.7 1,956,894 57.2 49.9 
Number in Military 108,935 4.5 133,082 4.8 175,718 5.1 61.3 
Civilian Labor Force 1,196,676 49.8 1.399,517 50.8 1.781,176 52.1 48.8 
Employed Civilian 1.150.164 47.8 1.340.800 48.7 1,727.111 50.5 50.2 



13.7 percent In 1970) and increasing 
attendance at post-secondary educational 
institutions (13.8 percent of all Virginians 
aged 18-24 were enrolled in school in 1950 
compared with 26.2 percent in 1970).3 

Labor force participation among females 
was higher at all ages in 1970 than 1950, 
particularly for women over age 25 and most 
especially for women between the ages of 45 
and 65. This suggests that married women 
tended to return to the labor force at a much 
greater rate in 1970 than 1950. (See Table 2). 

The civilian unemployment rate rose 
from 3.9 percent in 1950 to 4.2 percent in 
1960 but dropped to 3 percent by 1970. 
Between 1950 and 1970 the male unemploy-
ment rate was consistently lower than the 
female rate (3.7 percent and 4.3 percent res-
pectively in 1950,4.1 percent and 4.3 percent 
in 1960, and 2.4 percent and 4.1 percent in 
1970), and the white rate remained markedly
lower than tile nonwhite rate (3.0 percent and 
6.8 percent in 1950, 3.5 percent and 7.1 
percent in 1960, and 2.5 percent su 5.4 
percent in 1970). However, tie urban rate 
(4.7 percent), which was notably higher than 
the rural rate (2.7 percent) in 1950, decreased 
by 1960 while :he rural rate increased, 1In 
1960 the unemployment rate in urban areas 
was 3.8 percent and in rural areas it was 4.8 
percent. Both urban and rural rates decreased 
by 1970, though the urban rate (2.9 percent) 
was still llabor than rural rate (3.3lower thewascestil
percent). 

2. Occupational Composition. The most 
remarkable change in the 

occupational composition of Virginia's labor 
force between 1950 and 1970 was the wide-
spread shift from agriculture to other areas of 
the economy. In 1950 14.3 percent of the 
state labor force (164,673 persons) was in 
agriculture (farmers, farm managers, farm 
foreman, and farm laborers). By 1960 only 
7.2 percent (96,000) was employed inagriculture. In 1970 agricultural employment 

accounted for a mere 2.5 percent of Virginia's
labor force. Only 33,297 persons were 
employed in agriculture, 

The greatest increase in employment 
3 Another factor might well be the consistently 

between 1950 and 1970 was in the white 
collar segment of the labor force. In 1950 
33.5 percent of employment (385,065 
persons) was in white collar occupations (pro
fessional, managerial, clerical, sales). By 1960 
these workers accounted for 40.1 percent of 
the labor force (537,978 persons), an increase 
over 1950 of 39.7 percent. White collar 
occupations continued to increase in number 
and in 1970 806,837 persons (46.7 percent of 
the entire labor force) were white collar 
workers. The rate of increase over the 
twenty-year period for all white collaroccupations was 109.5 percent: among 
professionals, it was 177.4 percent; among 
managers, 58.1 percent; among sales 
personnel, 49.3 percent; and among clerical 
employees, 129.4 percent. Growth in tile 
latter area was concomitant with the 
pronounced upsurge in labor force 
participation by womeino. 

There was a significant increase in the 
number of blue collar workers in Virginia's 
labor force between 1950 and 1970, although 
tile share of employment in this sector 
decreased because of the relatively greater 
increase in white collar employment. In 1950, 
46.9 percent of the labor force (539,271 
persons) was in blue collar occupations 
(operators, craftsmen, service workers). By 
1960 these workers numbered 600,12 1, an in
crease of 11.3 percent over 1950, but they 
accounted for only 44.4 percent of the entireforce. Blue collar workers numbered746,428 in 1970, an increase of 24.4 percent 

over 1960, but the share of this group in the 
total labor force declined slightly to 43.2 
percent. 

Within the blue collar employment 
sector, the number of craftsmen and service 
workers increased substantially between 1950 
and 1970. The number of operators increased 
moderately while the number of nonfarm 
laborers declined. 

The number of persons employed in the
private household sector increased 
percent from 43,999 in 1950 to 59,461 in 
1960. In both years this group accounted for 
a small share of Virginia's labor force (3.8 
percent in 1950 and 3.4 percent in 1960). 

increasing incidence of retirement at age 65 and even 
at younger ages. Seymour Wolfbein's Work in American Society (Glenview, Ill.: Scott, Foresman and Company,
1971) shows that the retirement rate for men aged 65 had nearly tripled between 1950 and 1960;.. ."The evidence for the 1960's indicates that this had continued to be the case in more recent years with growing indica
tions, however, that more and more men are beginning to retire at even earlier ages than 65..." (p. 1970). 
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Table 3. Occupational Distribution of Virginia's Employed Labor Force: 1950, 1960, and 1970. 

1950 
Number Percent 

Professional 94,690 8.2 
Managerial 89,230 7.8 
Clerical 128,273 11.2 
Sales 72,872 6.3 
Craftsmen 152,294 13.2 
Operatives 223,106 19.4 
Nonfarm Laborers 88,125 7.7 
Farmers 102,057 8.9 
Farm Laborers 62,616 5.4 
Service Workers 75,746 6.6 
Private Household Workers 43,999 3.8 
Not Reported 17,156 1.5 
Total 1,150,164 100.0 

Between 1960 and 1970 the number of 
private household workers declined by 28.8 
percent to slightly less than 36,000 persons, 
representing only 2.1 percent of the state's 
labor force. Over the two-decade period, 
employment in private households diminished 
by 18.3 percent or 8,062 persons. Data 
summarizing changes in the occupational 
distribution of Virginia' work force are given 
in Table 3. 

3. 	 Industrial Composition. The shift in 
the industrial composition of 

Virginia's labor force parallels the 
occupational data. Occupational data tell 
what members of the labor force do; 
industrial data describe the principal good or 
service produced by employers of the labor 
force. Data summarizing the industrial com-
position of Virginia's labor force are given in 
Table 4. 

In the years 1950, 1960, and 1970, the 
largest single sector was manufacturing. This 
sector grew from 236,704 employees in 1950 
(20.58 percent of employment), to 364,010 
employees in 1970 (21.23 percent of employ-
inent). The overall increase in this sector was 
53.7 percent from 1950 to 1970. Employ-
ment in durable goods manufacturing grew 
faster than employment in nondurable goods 
manufacturing. In 1950, the latter accounted 
for 61.7 percent of"all employment in manu-
facturing. By 1970, it had fallen to 55.7 
percent. 

Over the twenty-year period, the fastest 
growing sector was professional and related 
services. In 1950, employment in this sector 
was 89,403 or 7.77 percent of the total. By 
1970, it had risen to 269,618 or 15.73 
percent of the total. Employment in this 
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1960 1970 
Number Percent Number Percent 

153.729 11.5 262,677 15.2 
106,297 7.9 141,070 8.2 
188,234 14.0 294,256 17.0 
93,967 7.0 108,834 6.3 

177,549 13.2 231,612 13.4 
240,899 18.0 278,034 16.1 

76,519 5.7 77,428 4.5 
58,945 4.4 23,399 1.4 
36,275 2.7 19,747 1.1 

101,526 7.6 159,354 9.2 
50,697 3.4 35,937 2.1 
56,163 4.2 94,784 5.5 

1,340,800 100.0 1,727,132 100.0 

sector increased by 201.53 percent from 1950 
to 1970. Other sectors which grew at a rate 
faster than the overall level (49.04 percent in 
tile twenty-year period) include: finance, 
insurance, and real estate (138.49 percent); 
business and repair services (103.24 percent); 
public administration (89.01 percent); whole
sale trade (71.44 percent); and retail trade 
(51 .22 percent). 

Industries which experienced growth, but 

at a rate lower than the state total include 
entertainment and recreation services (46.42 
percent); construction (42.33 percent); and 
transportation, communication, and other 
public utilities (19.58 percent). Finally, 
employment diminished in three sectors: 
personal services (1.34 percent); mining 
(44.91 percent); and agriculture, forestry, 
and fisheries (70.41 percent). 
C. 	 Income 

Significant changes occurred in the in
come level of Virginians between 1950 and 
1970. In general, income increased sharply 
but at a slightly lower pace between 1960 and 
1970. In 1950 the median income per family 
was $2,644, and by 1960 it had increased by 
87.7 percent to $4,964. An additional 
increase of 82.3 percent between 1960 and 
1970 created a median income of $9,049 in 
1969. It should be realized that income data 
are in current dollars-that is, not adjusted for 
the diminution of purchasing power (in
flation) that has been experienced in recent 

years. If we convert family income to con
stant (1967) dollars, we would find that 
median family income in 1950 would have 
been $3,704, and that in 1970 it would be 
$8,244. Thus, in terms of the real purchasing 
power of family income, the change from 



Table 4. IndustrialCompositionof Virginia'sEmployed Work Force: 1950, 1960, and 1970 

Percent 

Industrial Cateogry 
1950 

Number Percent 
1960 

Number Percent 
1970 

Number Percent 
Change 

1950-1970 

1. Agriculture, forestry. and fisheries 
2. Mining 

174.078 
28,985 

15.14 
2.52 

104,673 
19,277 

7.81 
1.44 

51,508 
15,969 

3.01 
0.93 

-70.41 
--44.91 

3. Construction 
4. Durable goods manufacturing 

82.592 
90,664 

7.18 
7.88 

91.134 
124,155 

6.80 
9.26 

117,555 
161,150 

6.86 
9.40 

42.33 
77.74 

5. Nondurable goods manufacturing 146,040 12.70 175,780 13.11 202,860 11.83 38.91 
6. Transportation, communications, other public utilities 
7. Wholesales trade 
8. Retail trade 
9. Finance, insurance, and real estate 

10. Business and repair service 

91,118 
31,613 

156,007 
30.084 
20,620 

7.92 
2.75 

13.56 
2.62 
1.79 

93,172 
37,411 

191,844 
47,123 
28,069 

6.95 
2.79 

14.31 
3.51 
2.09 

109,208 
54,196 

235,906 
71,748 
41,908 

6.37 
3.16 

13.76 
4.19 
2.44 

19.85 
71.44 
51.22 

138.49 
103.24 

11. Personal services 84,969 7.39 95,632 7.13 83,830 4.89 -1.34 
12. Entertainment and recreation services 6,913 0.60 7.705 0.57 10.122 0.59 46.42 
13. Professional and related services 
14. Public administration 

89.403 
99,246 

7.77 
8.63 

150,640 
130,569 

11.24 
9.74 

269,618 
187,580 

15,73 
10.94 

201.58 
89.01 

Not reported 17,832 1.55 43,616 3.25 101,092 5.90 466.90 
Total 1,150,164 100.00 1,340,800 100.00 1,714,250 100.00 49.04 

*Personsaged 16 years and over. A total of 12,822persons aged 14-15 years are included in the occupationaldata of Table 3 but excluded here. 
Some 1.061 of these persons are employed in agriculture;the remaining11,821 in other industries.Thus, oftotalemployment in Virginiain 1970 of 
1,727,132, some 52,569 or3.04percentare employed in the agriculturesector. 



Table 5. Distributionof Income of VirginiaFamilies: 1950, 1960, and 1970 

1950 1960 
Income Category Number Percent Number Percent 

Less than $1,000 137,500 18.5 80,229 8.4 
$1.000-S ,999 137,930 18.6 85,883 9.0 
$2,000-$2.999 149,545 20.1 100.017 10.5 
$3,000-$3,999 119,115 16.0 106,901 11.2 
$4,000-$4,999 70,830 9.5 108,185 11.3 
$5,000-$5,999 47,225 6.4 102,826 10.8 
$6,000-$6,999 28,730 3.9 84,835 8.9 
$7,000-$9,999 33,880 4.6 159,398 16.7 
$10,000+ 18,645 2.5 126,446 13.2 

Total 743,400 100.0 954,720 100.0 
Median $2,644 $4,964 

1950 to 1970 was 122.6 percent. (See Table 

5.) 


Nearly one-fifth of all Virginian families 
received less than $1,000 income in 1950. By 
1960 this share of families dropped to 8.9 
percent, and in 1969 only 2.8 percent had an 
income less than $1,000. Furthermore, in 
1950 only 2.5 percent of Virginian families 
had income of $10,000 or more. The number 
grew to 13.2 percent by 1960, and in 1969 a 
spectacular 43.7 percent of Virginia families 
had incomes of at least S 10,000. 

In 1970 for the first time, data which 
show the incidence of poverty in the state 
were made available. "Poverty" is defined as a 
level of income below the guidelines 
established by the Social Security Adminis-
tralion. The poverty level varies according to 
household size. age and sex o' head, and 
farm-nonfarn residence (see Table 6). The 
value of the poverty level ranges from $6,665 
for a nontarm f'amily of seven with a male 
head to $1,489 for a single female aged 65and over living on a farm. 

In Virginia 12.3 percent of all families re-
ceived income in 1969 which placed them be. 
low the poverty guidelines. This amounted to 
143,005 families or 575,330 persons. Among 
these families, mean income was only S2,025. 
Additionally, 115,205 single persons, living 
alone, received income below the poverty 
level; these 115,285 represent 36.9 percent of 
all individuals living by themselves in one 
person households. All told, some 690,615 
Virginians were in a poverty status based on 
1969 income; this is 14.9 percent of the 
State's enumerated 4,648,494 persons. 

The incidence of poverty is strongly in-
fluenced by the race, age, and sex of the 
family head and by the place of residence. In 
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1970 Percent Change
 
Number Percent 1950-60 1960-70 1950-70
 

32,818 2.8 -41.6 -59.1 .76.1
 
43,531 3.7 -37.7 
51.495 4.4 -33.1 
61,252 5.3 -10.2 
67,059 5.8 52.7 
76,385 6.6 117.7 
79,682 6.9 195.2 

241,612 20.8 370.4 
508,422 43.7 578.1 

1,162,256 100.0 
$9,049 87.7 

1970 there were more 

-49.3 -68.4 
-48.5 -65.5 
-42.7 -48.5 
-38.0 -5.3 
-25.7 61.7 
-6.0 177.3 
51.5 613.1 

302.0 2,626.8 

82.2 242.2 

poor families with a 
white head (88,065) than a nonwhite head 
(54,940); however, only 9.0 percent of all 
families with a white head had incomes below 
the poverty level compared to 29.2 percent of 
families with a nonwhite head. Only 10.6 per
cent of families with head aged under 65 were 
termed poor compared to 25.7 percent of 
families with head aged 65 and over; only 
11.6 percent of all families, but 24.2 percent 
of poor families, were headed by a person 
aged 65 and over. Of tile 47,505 families 
(33.2 percent of all families) headed by afemale, sonic 36.8 percent were below the 
poverty level compared to 9.2 percent of 
families with a male head. Though only 37.2 
percent of all families in the State lived in 
rural areas, rural families comprised 53.8 per
cent (76,916) of all poor families. Only 9.1 
percent of urban families had incomes below 
the poverty level compared to 17.8 percent of 
rural families. 

D. Summaryin summary, then, recent census datahave shed considerably light upon the chang
ing status of Virginians. In the twenty years 
between 1950 and 1970, the median number 
of school years attained by the average adult 
(25 years old or over) rose from slightly more 
than an elementary school education (8.5 
years) to near completion of high school (11.7 
years). In 1950, only 28.4 percent of all 
Virginians (25+) had completed high school; 
by 1970, this increased to 47.8 percent. 

The median income of Virginia families 
rose by 242.2 percent in the two decade 
period from an initial level of S2,644 to a 
terminal level of $9,049. Only 2.5 percent of 
Virginia's families had income in excess of 
$10,000 in 1050. compared with 43.7 percent 
in 1970. 
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Table 6. Poverty Income criteriaforfanifflies, by age andsex ofhead.farm ornonfarm residence,andnumber ofchildrenunderage 18 

Family Size 	 None 1 2 3 4 5 or more 
male Head-Nonfarm 

1. 	 Under 65 years old ... ............... $1,975 ... ... ---
 .... -
65 years old and over ............... 1.774 --. ... 
 ... ... --- --. 

2. 	 Under 65 years old ................. 2.469 $2,766 ..- .... 
 .... -.65 years old and over ............... 2.216 2.766 
 .... -. -.-	 .... -.
3 ............................. 
 2875 2968 S3.137 ... ... ... --
4 . ........................... 	 379 3.847 3.715 
 $3902 ... --
5 . ........................... 
 4,574 4.630 4,481 4.368 $4.462 ......6 ............................. 	 5,247 
 5,265 5.153 5,041 4.891 $4,967 --7. or more ....................... 	 6,609 6.665 6.535 6.422 6.274 6.049 
 S5.994 
Male Head-Farm 

1. 	 Under 65 years old .................. $1.679 ... .. ...........
 

65 years old and over ................ 1.508 ... ... ...........
 
2. 	 Under 65 years old ................ 2.099 $2.351 
 ...............
 

65 years old and over ............... 1,884 2.351 .. 
 ...... ......
3 .. ........................... 	 2.444 2.523 
 S2.666 ... ... --.-.
 
4 ............................. 3222 
 3.270 3.158 S3,317 .-.... 	 -
5. ........................... 	 3.888 
 3.936 3.809 3.713 S3.793 ......
6............................. 
 4,460 4.475 4.4380 4.285 4.157 S4222 --7. 	 or more ....................... 5,618 5.665 5,555 5.459 5.333 
 5.142 S5.095
Female Head-Nonfarm 

1. 	 Under 65 years old ................ S 1.826 ... 
 ... ... --- ... 
65 years old and over ............... 1.752 ... ... 
 ... .... -.... 

2. 	 Under 65 years old ................ 2.282 $2.491 ...............
 
65 years old and over ............... 2.190 2.491 
 ... ............
 

3.. ........................... 2781 2,651 $2931 ............
 
4 .. ........................... 3.641 
 3,771 3.753 $3.715 .........
 
5 . .................. ........ 4.368 4.500 
 4,481 4.444 S4.2946 ............................. 5.096 5.191 5.153 	 - -:
5.115 4,948 $4.798 ...
7. 	 or more ........................ 6.403 6.497 6.478 
 6.422 6,255 6.124 S5.825 
Female Head-Farm 

1. 	 Under 65 years old ............... .S1.552 ..................
 
65 years old and over ............... 1.489 ... ... ..........
 

2. 	 Under 65 years old ................ 1,940 S2.117 ...............
 
65 years old and over ............... 1.862 2,117 ... ............
 

3.. ........................... 2,364 2,253 $2.491 ............
 
4.. ........................... 3,095 
 3,205 3.190 $3.158 .......

5............................. 
 3.713 3.825 3.809 3.777 S3.650 .... 6.. ........................... 	 4.332 4.412 4.380 4,348 
 4.206 S4.078 --7. or more ....................... 	 5,443 5.522 5,506 5.459 5.317 
 5.205 $4,951 

Source: Census, Public Use Samples of Basic Records From te 1970 Census: Description and Technical Documentation (Government
PrintingOffice, 1972) p. 12. 



Employment in Virginia increased by 
49.0 percent between 1950 and 1970, from 
1.15 million in 1950 to 1.71 million in 1970. 
The demographic, occupational, and industrial 
composition of the state's labor force shifted 
dramatically over tile period. Females became 
an increasingly important factor in the state's 
labor force. In 1950, 27.3 percent of the labor 
force was female-27.4 percent of all females 
over age 14 were in the labor force in that 
year, compared with 71.8 percent of all males. 
By 1970. the percentage of the labor force 
that was female had risen to 39.6 percent and 
the labor force participation rate among 
females had increased to 40.1 percent. 

The occupational and industrial composi-
lion of the labor force showed a pronounced 
move out of the agricultural sector. In 1950, 
14.3 percent of the labor force, 164,673 
persons, was employed in agricultural 
occupations (farmers, farm managers, farm 
foremen, farm laborers); by 1970, this had de. 
creased to 43,146 persons, or 2.5 percent of 
the employed labor force. Over the same 
period, the number of peisons engaged in 
white collar occupations rose from 385,065, 
or 33.5 percent of the state's employed labor 
force in 1950 to 806,837 or 46.7 percent in 
1970. 

These shifts are also evident in the 
industrial composition of the state's labor 
force. The fastest growing industrial groups 
(in terms of total employment) between 1950 
and 1970 were professional services; finance, 
insurance, and real estate; business services; 
and public administration. On the other hand, 
employment in agriculture, forestry, and 
fisheries declined by over 70 percent and 
employment in mining declined by nearly 50 
percent from 1950 to 1970. 

Ill. PLANNING FOR VIRGINIA 

Population projections for the Common-
wealth of Virginia and its component 
jurisdictions are prepared regularly by the 
Division of State Planning and Community 
Affairs. The Division's current projections 
suggest that Virginia's population will be 
about 6.6 million persons by the end of the 
present century, and increase of about 42 per
cent over the 1970 level. The projections also 
indicate that the pattern of growth will be 
substantially different in differing portions of 
the State. As can be seen from the data in 
Table 7, a great deal of overall growth is pro-

jected to occur in heavily urbanized areas. In 
1970, the five largest urban areas in the state 
(Northern Virginia, Norfolk-Virginia Beach, 
Richmond, Newport News-Hampton, and 
Roanoke) accounted for 60 percent of the 
State's total population. The projections for 
the year 2000 suggest that this figure will in
crease to 64 percent. About 850,000 
additional persons, or 43 percent of the total 
increase of 1.95 million persons in the State, 
are forecast as residing in the already heavily 
urbanized Northern Virginia and Tidwater 
areas. The projected increase of the 
population of the Fredericksburg, Richmond, 
and Peninsula areas indicates that so called 
Boswash megalopolis (a nearly unbroken urban 
area between these cities) will extend through 
Tidewater Virginia by the end of the century. 
Relatively high growth is also expected in 
smaller urban areas of the western portion of 
the state, from Culpeper southwest to 
Radford and Montgomery County. 

The calculation of costs and benefits of 
this considerable change initially depends 
upon the point of view taken in the analysis. 
Essentially, there are two possible 
alternatives: that of the individual (private 
costs and benefits) and that of society (social 
costs and benefits). We cannot attempt to 
study costs and benefits from the point of 
view of any one individual or of any group of 
individuals because the values of costs and 
benefits are to some extent a matter of in
dividual tastes and preferences. There is, how
ever, a great deal that can be said about social 
costs and benefits. 

Increased population brings with it in
creased demand for a variety of goods and 
services. Some of these may require extensive 
capital outlays-transportation, housing, 

education, water and sewage, and so on. 
Others may not require as much capital, but 
may require considerable expenditures for 
personnel costs. The extent to which 
additional revenues generated by urban 
growth will be sufficient to pay for the 
needed additional outlays will be dependent 
upon such factors as existing facilities and tax 
structure in the community. 

A considerable amount of urban growth 
is shaped by policy makers at the federal, 
state, and local levels. Federal government 
actions have, for example, greatly affected 
Virginia in terms of substantially increased 
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Table 7. ProjectedPopulationGrowth 1970-2000 for VirginiaPlanningDistricts 

Annual 
Percent Percent Growth Percent 
of State of State Rate Urban 

1970 Population, 2000 Population, 1970-2000 in 
Area Population 1970 Population 2000 (Percent) 1970 

1. Lenowisco PDC 84.816 1.82 96.000 1.45 0.41 13.2 
2. Cumberland Plateau PDC 112.497 2A2 125,000 1.89 0.35 12.7 
3. Mount Rogers PDC 159,412 3A3 181,600 2.75 0.44 26.5 
4. New River Valley PDC 114,833 2A7 181,800 2.75 1.54 34.1
5. Fifth PDC 231,175 4.97 321.000 4.86 1.54 74.5 
6. Central Shenandoah PDC 186,306 4.01 262,500 3.97 1.15 39.0 
7. Lord Fairfax PDC 106,372 2.29 145,200 2.20 1.04 24.9 
8. Northern Virginia PDC 921,276 19.81 1.586,400 24.01 1.83 88.1 

Z,; 9. Rappahannock-Rapidan PDC 72,222 1.55 105.100 1.59 1.26 17.8 
'C 10. Thomas Jefferson PDC 115.235 2A8 173.300 2.62 1.37 33.7 

11. Central Virginia PDC 165.997 3.57 225,400 3.41 1.02 47.9 
12. West Piedmont PDC 219,179 4.71 261,600 3.96 0.59 36.1 
13. Southside PDC 82,563 1.77 87,200 1.32 0.18 16.5 
14. Piedmont PDC 77,060 1.66 83,600 12.72 1.27 10.0 
15. Richmond Regional PDC 547,542 11.77 840,200 12.72 1.44 78.4 
16. RADCO PDC 77,425 1.66 135,700 2.05 1.89 22.9 
17. Northern Neck PDC 37,011 0.80 41,800 0.63 0.41 00.0 
18. Middle Peninsula PDC 47.069 1.02 64,400 0.97 1.01 5.5 
19. Crater PDC 161,059 3.46 193.600 2.93 0.62 63.3 
20. Southeastern Virginia PDC 769,371 16.54 952,800 14.42 0.72 89.4 
21. Peninsula PDC 319.081 6.86 490,300 7.42 1.44 86.9 
22. Accomack-Northampton PDC 43,446 0.93 51.500 0.78 0.57 00.0 

Virginia 4,651,487 100.0 6,606.000 100.00 1.18 63.1 

Source: VirginiaDivisionofStatePlanningandCommunity Affairs, "PopulationProjections:VirginiaCountiesand Cities, 1980-2000" (March 1975). 



employment in and around Washington, D. C., mental body may strongly affect the future 
as well as changes In the station strength of course of events in surrounding localities as 
the several military installations in the state.4 well. Problems of this nature may be relatively 

more severe in Virginia, due to the separation 

In addition to an analogous role in termes of of counties and cities which is unique to the 

the location of facilities, the state government Commonwealth. In brief, then, some portion 
new of the costs and benefits associated withalso influences urban growth by drawing 

urban growth are a function of the decisionindustry to the various areas of the Common-
wealth. A relatively sizeable new industry, making process which caused or abetted the 

such as the Volvo plant in Chesapeake may growth in the first place. A recent 

serve as a stimulus to growth and will create commentary by Robert E. Merriam, Chairman 
Local govern- of the Advisory Commission on Intergovernsubstantial costs and benefits. 

ments also affect urban development in mental Relations, included a checklist of 
variety of ways, including their own efforts to possible state actions to implement urban 
attract new industry, as well as zoning and growth policies. These are appended without 
related decisions that are made by one govern- further comment. 

Ii. 	 State Action to Further Urban Growth Policy 
A. 	 Influencing Industrial Location 

I. 	 Enactment of State legislation authorizing establishment of State and regional industrial credit 

facilities as means of providing additional sources of credit for desired urban development. 
2. 	 Enactment of State legislation to authorize preference under specified conditions in the award of 

public contracts. 
3. 	 Establishment of policies for locating public buildings, activities, and facilities. 

B. 	 Large-scale Urban and New Community Development 
I. 	 Enactment of State legislation to provide for chartering of State and local land development 

agencies. 
2. 	 State or regional acquisition of lands for future developmental purposes. 
3. 	 Provision of State property tax deferral for new community development. 

C. 	 Other Intergovernmental Measures for More Orderly Urban Development 
I. 	 Strengthen local govenment 

(a) 	 Structure 
(1) 	 Facilitate county consolidation in rural areas. 
(2) 	 Authorization for metropolitan planning agencies. 
(3) 	 Multi-purpose planning and development agencies in non-metropolitan areas. 
(4) 	 Metropolitan functional authorities. 
(5) 	 Special county subordinate service districts. 
(6) 	 Authorization of optional forms of municipal and county governments. 

(b) 	 Powers 
(1) 	 Transfer of functions. 
(2) 	 Interlocal agreements. 
(3) 	 Liberalized annexation powers, including annexation of non-contiguous areas for new 

community development. 
(4) 	 Extra-territorial control of planning, zoning, and subdivision regulations. 
(5) 	 Constitutional provisions of residual powers for certain local governments. 

2. 	 Mechanisms for guiding and regulating urban growth by bringing planning efforts and develop
ment controls into closer harmony. 
(a) 	 County or regional agency review of actions taken by small communities having areawide 

impact. 
(b) 	 Direct county or regional agency exercise of land-use controls within newly created com

munities until they reach a certain population size. 
(c) 	 Required integration of sewer and water planning and development of areawide basis con

sistent with growth needs. 
(d) 	 Exercise by State agency of development controls over highway interchanges and rights-of

way where local controls are inadequate or non-existent. 

4 See Peter A. Morrison, "Population Movements and the Shape of Urban Growth: Implications for Public 
Policy," in J. Friedmann and W. Alonso, eds., Regional Policy: Readings in Theory and Applications (Cam
bridge: MIT Press, 1975), pps. 221-43. 
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(e) 	 Enactment of State legislation to authorize new types of local development ordinances and 
regulations including meaningful official map powers, mandatory dedication-or a cash 
payment in lieu of such dedication-of public facility sites, and broad general land-use
standards to replace certain rigid conventional zoning standards (floating zones, planned
unit development). 

Source: Robert E. Merriam, "Report on National Growth 1972: A Comment" in National Growth Policy:Selected Papers submitted to the Subcommittee on Housing of the Committee on Banking and Cur
rency, U.S. House of Representative (U.S. Government Printing Office, 1972). 

A comprehensive study of the relative 
costs and benefits of continued urban growth
in Virginia will require considerable expen-
diture of time and effort. In order to provide 
some input into some of tile facets such a 
study will require, it would seem appropriate 
to sketch the highlights of a study concerning
growth in AlI)enarle County. 5 The aim of the 
study is to estimate"... the difference 
between revenues to be received by a county 
government from a proposed residential and 
non-residential development Ilollymead] and 
expenditures to be incurred by the county as 
a result of the development." 

Revenues are grouped into four 
categories: property related, income related, 
per capita, and miscellaneous. Property 
revenues are those stemming from levies on 
real or personal property. Income related 
revenues refer specifically to sales and income 
taxes, as well as to items such as utility taxes 
(assuming that there is a positive association 
between income and utility consumption). Per 
capital revenues refer in this context to funds 
apportioned to the local government by tile 
state on the basis of population size. Profits 
from the sale of alcholic beverages are an 
example of this type revenue. Finally, mis-
cellaneous revenues include all other items 
such as sales of automobile registration tags, 
lines, and so on. 

The 	Urban Institute study provided esti
mates of increased revenues by type accruing 
to 	 Albemarle County as a result of tile 
Hollymead development. Because this 
development includes both residential and 
non-residential sectors, revenue estimates were 
made for both housing units and commercial 
peoperties. Phase I of Ihe Ilollynead develop. 
ment is planned to containl a total otf 813 
dwelling units and some 30.(6 acres for co1. 
mercial development, essentially shopping 
center. As shown in Table 8. total revenues 
for all sources, would total just over one half 
million dollars on al annual basis. From this is 
subtracted existing revenues hr0t tile acreage 
(property taxes), a relatively insubstantial 
$3,349. 

Expenditures may be divided into two 
principal sorts: operating and capila. Operat
ing expenditures may be regalrded as those in
curred in the provision of services io house
holds and business enterprises, while capital 
expenditures include new facilities linked in 
whole or in part with the new development. 
Operating expenditures may be further 
allocated to households and business enter
prises. Total operating expenditures tot all 
types of services would lotal slightly more 
than S400.00. These expenditmes are shown 
in Trable 9. File btulk of these operating expen. 
dittires occurs in the area of' education, re-

Table 8. Projected Revenuesfron ihollieadPro/ct 

Residential Commercial Total 

Real Property Tax 
Personal Property Tax 
Local Sales Tax 
State Sales Tax Redistribution 
Utilities Tax 
Motor Vehicle Registration 
ABC Redistribution 
Other 
Total 

$181,195 
69,913 
36,298 
58,294 
54,410 
11,406 
9,366 
7,325 

$428,207 

$51,040 
20,530 

4,220 

3,000 
$78,790 

$232,235 
90,443 
26,398 
58,294 
58,630 
11,406 
9,366 

10,325 
$506,997 

Source. Adaptedfrom Muller and Dawson, op.cit. 

5 Thomas Muller and Grace l)awson, The Fiscal Impact o" Rcsidutial and Commercial Derelopment:A
Case Stud), (Washington: The Urban Institute. 1972). 
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Table 9. Projected Operating Expenditures Stemming from ilollymead Development 

Function 	 Residential Commercial Total 

Library $ 8,838 
Landfill 4,217 
Recreation 930 
Utilities 1.097 
Law Enforcement 4,709 
Fire Prevention 6,040 
Health & Welfare 3,540 
General Government 34.811 
Prison Cost 1,625 
Agriculture & Home Economics 2,079 
Education 335,225 

Total 	 $403,111 

Source: Adapted from Muller and Dawson, op.cit. 

flecting the usual pattern of expenditure by 
local governments in the state, 

The final type of expenditure considered 
i he Muller and Dawson report is capital 

spending. Unlike most forms of operating ex-

penses, one cannot automatically assume that 
requireadditional population growth will 

capital expenditures. It is not impossible that 
aincreases in population will actually permit 

more efficient utilization of existing re-
sources. Such acircumstance would be termed 
an economy of scale. 

This was not the case for Albemarle 
County, however, where additional facilities 
will be required to meet the needs of the ex-

panding population. Major capital outlays for 
education, recreation, a general government 
services substation, and a landfill site were 
found to be partially o; wholly attributable to 

the liollymead development. The latter two 
projects may be considered as serving the 
needs of both business and households, while 
the former are strictly household related ex-
penditures. 

$ 	 $ 8,838 
1.044 	 5,261 

241 930 
241 1,338 

1,447 6,156 
1,850 7,890 

3,540 
9,421 44,232 

437 2,062 
2,079 

335,225 

$14,440 	 $417,551 

The annual cost of capital expenditures 
depends upon at least three factors: the costs 
incurred in constructing and equipping
facilities, the interest rate at which funds are 

borrowed to pay for the facilities. and the 
time period over which the debt will be 

serviced (amotization period). The Muller and 
Dawson study employs a 5 percent rate of 

interest and aniotization periods of 20 to 

30 years. The costs associated with the latter 
term are reflected in Table 10. 

Annual capital expenditures are shown to 

be slightly less than S200,000. If the total ex
= 

penditures (S4 17,551 + S10,832 
S608,383) are subtracted from total revenues 

can be seen that the l-lollymead(S506,997) it 
a net loss todevelopment would represent 

oi theAlbemarle County's fiscal position 
order of $100,00 per year. 

The Muller and Dawson study cannot be 
interpreted to mean that urban growth is al
ways a losing proposition. It must be realized 
that this study only dealt with direct fiscal 
impact and did not consider a variety of 

Table 10. ProjectedCapital Expenditures Stemming From Hollymnead Development 

Project 	 Residential Commercial Total 

$ 	 $120,114Education 	 $120,114 
4,967Recreation 4,967 

Government Services Substation 4,498 815 5,313 

Landfill 606 102 

$ 917 $131,102Subtotal $130,185 
Share of County-wide 

5,798 	 59,730general obligation bonds 53,932 
Total $184,117 $6,716 $190,832 

Source: Adapted from Muller and Dawson, op.cit. 
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economic and social implications implicit in 
growth. Additionally, the results are quite 
specific to Albemarle County and there is not 
a prior reason to extrapolate from this ex-
perience to all other cases. 

The study is useful in indicating some of 
the ways iin which urban development adds to 

both sides of the local government's ledger. 
Although it is probably impossible to replicate 
such a study for all of Virginia, the experience 
of the Hollymead development does suggest
that future urban growth without restraint is 
not necessarily a favorable development for 
the Commonwealth. 

DEVELOPMENT PLANNING AND VIRGINIA'S PLANNING
 
DISTRICT CONCEPT: ACASE STUDY
 

BY 
SANDRA S. BATIE and DENNIS K. SMITH*
 

INTRODUCTION
 
Economic development planning on a 

regional basis has gained in acceptance over 
the last decade. One rationale for develop-
ment planning on a regional basis is that 
economic development problems1 are
complex and can affect large geographic areas; 
therefore, jurisdictional solutions which are 
not cognizant of the interjurisdictional 
sources of these problems are not likely to be 
successful. It is essentially this argument that 
supports the concept of regionalism, that is 
the delineation of geographic areas whose 
boundaries in some sense, "'internalize' the 
common problem faced by the region and, if 
possible, also include the resources and 
institutions required to solve the problems." 
[Sonenblum, p. 147]. Virginia is one example
of a state which has attempted to institution
alize the concept of regionalism into effective 
planning bodies by the formation of twenty-
two planning districts, 

This paper reports insights gained from an 
economic development study in which the 
authors recently participated of one of these 
districts: the 12th Planning District, the West 
Piedmont Planning District (WPPDC). 

This research was contracted for by the 
West Piedmont Planning District Commission 
(WPPDC) and thus was, from its conception,
conducted with full realization of its im-
portance as an input into the Commission's 
policy formation. This study was ambitious 

by most standards, completing a considerable 
amount of research in the short time span of 
18 months. The Commission's underlying 
objective in contracting this research was to 
generate and evaluate alternative plans of
development; but the resulting research out. 
put from the study will be much more useful 
for the latter task of evaluation than it will be 
for the generation of alternative plans of 
development. This paper will discuss some of 
the reasons for this as well as reporting on the 
study methodology and procedures. 

During the course of the research, it also 
became apparent that the institution of the 
Planning District was itself worthy of some 
analysis. 

The delineation of Virginia's counties and 
cities into multipurposed planning districts 
resulted in particular problems for this type of 
regional analysis. Indeed, the grouping of thefour county area into the West Piedmont 
Planning District actually created impedi
ments to the research and biased some of the 
resulting estimations. Also, the present
Planning District design is such that the 

Commission has no implementation powers
for plans other than financial or political 
persuasion of the local jurisdictional units. 
The implications of these institutional 
limitations to development planning will be 
discussed in the latter part of the paper. 

*Department of Agricultural Economics, Virginia Polytechnic Institute and State University, Blacksburg, Vir
ginia. 

IEconomic growth and development has evolved In meaning so as to be associated with an improvement in
individuals' welfare rather than simply an increase in the aggregate volume of economic activities. Thus, prob
lems associated with rapid urbanization are equally valid candidates for development planning as are problems
associated with underemployment of resources. 
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Virginia's Planning Districts 

Virginia's Planning Districts evolved from 
the recommendations of the Virginia 
Metropolitan Areas Study Commission, which 
was created-by Virginia's General Assembly in 
1966. This study commission examined the 
problems associated with rapid urbanization 
in the decade of the sixties. Not surprisingly, 
the Commission reported that they had 
ascertained a connection between rural and 
urban problems and suggested that potential 
remedies would need tn recognize both areas' 
needs. The Commission was particularly 
sensitive to the assertions that local govern. 
mental borders failed to completely 
encompass the geographic boundaries of 
problems and that local government finances 
were too restricted to allow for viable 
programs to solve these problems. The 
Commission concluded: 

any single local government is 
restricted in the range of its policy 
making and impleme'intation by its 
geographic limits, its iability to con-
trol the social and ecjnomic forces 
outside its boundaries, and its 
consequent inability to plan success-
fully.... Desirable levels of local 
government coordination and co-
operation can be achieved only 
through the establishment of area
wide agencies and procedures, greater 

In 1968, these recommendations for the 
creation of Planning Districts were embodied 
into law with the Virginia Area Development 
Act. This act required the Division of State 
Planning and Community Affairs to map the 
State's counties into "logical" districts for 
area-wide planning. However, formation of 
Planning Districts required local government 
ratification. Thus, it became necessary to con
vince local jurisdictions of the benefits of the 
Planning District concept. This task was made 
easier since the formation of the Planning 
District Commission meant 9n annual State 
grant to the District of $5.000 for every 
25,000 persons in the District. Furthermore, 
an emerging trend in federal grant-in-aid 
programs was to require a "regional" 
approach to problems. 2 The Planning Districts 
had authority to review applications for 
Federal grants on a regional basis and thus 
could "speak with one voice for needed aid." 
The Planning District concept was pruported 
to be the key for solving overall problems. 
"Be Regionable" became a motta, and 
regional planning was billed as the "Keystone 
for building a Better South." Because eventual 
formation of Service District met with wide 
hostility, emphasis was placed instead i,,ilocal 
government autonomy; Planning District 
Commissions would be "mediums of co
operation of existing governments." [Kidwell, 
Owens, Virginia]. 

The Division of State Planning began to 
state participation in communityThDiionfStePlnngbanoaffairs, and expanded bases for inter-
jurisdictional cooperation." [Hahn, 
p. 81 

The Commission recommended that the State 
be divided into Planning Districts which 
would be responsible for social, economic, 
and physical planning. It was envisioned that 
the Planning Districts would eventually be 
converted by local referendum into Service 
Districts which would not only have planning 
responsibilities, but would also have imple-
mentation and assessment powers. 

delineate regions that would form the "logical
districts for area-wide planning." Planning
Districts were to share a common geographyand problems so as to have a "comniunality of 
interest." [Kidwell, Owens, Temple, Virginial 
The division studied population trends, trans
portation networks, trade center locations, 
and natural land forms and conducted 159 
meetings with elected public officials and 
citizenry. The resulting 22 Planning District 
boundary delineations were an attempt to 
aggregate along functional ties, yet they re
mained subject to the constraints of existing 
political boundaries and thus could also be 

2The Commission published its report on November 15, 1967, approximately ten months after the first of 
a series of memorandums issued by the Executive Office of the President to State governors which also suggested 
a single set of multicounty districts in order to coordinate boundaries of many problems. lDoeksen, et al., 
p.211. 
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classified as "policy-oriented. ' 3 After some 
boundary readjustments, final planning 
district delineations were announced in July, 
1969. Local government ratification followed 
and eventually all the Planning Districts had 
ratified charters. These Districts were charged 
with the overall regional goals which included 
economic expansion, reduction of unemploy-
ment, raising of personal income, promotion 
of local planning, improving governmental 
services, and improving the "appearance of 
the area." [Virginia] In achieving these goals, 
Planning Districts were denied imple-
mentation powers and assessment powers, 
although they were given specific review 
powers for Federal and State grant proposals, 
planning authority, and were instructed to 
provide local governments with technical 
planning assistance, 

However, this particular institutional 
design, i.e., tilePlanning District, and the 
constraints imposed on it, pose formidable 
obstacles in achieving some multipurpose 
planning goals, particularly those of economic 
development. These obstacles are even more 
intractable due to inadequacies in the
theory(ies) of economic development, because

ofeconomic planning ,development ate 
economic development planning at te

District level, of necessity, relies heavily on 
proposed manipulation of variables identified 
6y theory. Both of these assertions are 
illustrated by the following analysis of 
community resource development research in 
a specific Virginia Planning District. 

Economic Study of the 
West Piedmont Planning District 

One of the Planning Districts formed in 
1968 was the West Piedmont Planning District 
(WPPD), or the 12th Planning District. con-
sisting of Patrick. Henry, Pittsylvania and 
Franklin counties and the cities of Martinsville 
and Danville as well as the town of Rocky 
Mount (Figure 1). 

In early 1973, EDA disaster funds were 
made available to the WPPDC after the 
destruction rendered by Tropical Storm Agnes 
for the purpose of "analyzing the present and 
potential economic, business and agricultural 
difficulties and manpower needs of the area" 
and for provision "of recommendations as to 
what can be done to raise the per capita and 
family income of the West Peidmont Planning 
District" [West]: one of the goals of the 
Planning District. 

The area was characterized at the time as 
being a low wage but high employment region 
heavily dependent on textiles and furniture 
mills. The lack of industrial diversity and the 
shortage of labor at the prevailing wage rate 
seemed particularly distressing to the Planning 
Commission. Whereas many regions were 
struggling to limit growth of the process of 
urbanization, the WPPD commission was 
anxious to attract new industry to strengthen 
the existing economic base. 

The Agricultural Economics l)epartment 
at Virginia Polytechnic Institute was awarded 
a contract to undertake an Economic 
Development Study that would analyze

Delomn Std tht vodaaye
possibility of expanding or improving the 
employment and income opportunities forresidents within tie planning District. The 
heart of the analysis was an input-output 
model which could be utilized to analyze the 
impact of various growth potentials on 
employment and income. Other components 
of the study included a "quality-of-life" or 
"social well-being" analysis, industrial and 
business analysis and agricultural analysis. 

The theoretical underpinnings of the 
analyses were that of economic base develop. 
ment theory. The available resources of the 
area define the production possibilities of the 
aggregate economy. Basic manufacturing 
industries such as the textile and furniture 
plants are able to utilize these resources to 

3Delineation of appropriate planning regions has, usually, proven particularly difficult. Aside from recog
nizing the "region" as a contiguous geographic space which is larger than the "downtown" section of a city and
smaller than the world, there has been only limited agreement on what constitutes an economic region. I Bow
man and Anderson, p. 211. Three major concepts have dominated the literature on regional definition. IMeyer,
Fox and Kumarl. The first concept stresses homogeneity with respect to sonic combination of physical or
socio-economic characteristics. A second concept emphasizes functional integration of a surrounding area with 
some central place. The third concept is policy oriented in the sense that regions are defined along political
boundaries. Meyer, however, contends that the homogeneity concept really underlies both the functional inte
gration and policy approaches to regional definition. That is, policy regions are homogeneous in the sense that
they are entirely under the jurisdiction of one or very few governmental jurisdictions. Functional economic 
areas are homogeneous since they combine areas linked to a common trade center. Thus condluces, "regional
definitions as established in practice often represent a compromise between these different pure types." IMeyers, 
p. 231. 
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produce exportable goods, given the 
comparative advantage of the region. The level 
of regional exports are considered a chief 
determinant of increases in area aggregate in-
come and basic industry activity is considered 
supportive of service (non-basic) industries in 
the area. 

The analytical structure developed 

utilizing this basic theory framework is best 

illustrated by Figure 2. The data profile of the 

resource base of the region together with the 

number and characteristics of tile basic and 
service industries of the region were utilized 
to construct an input-output model of the 
region. This in turn was to be utilized to 
analyze impacts of industry changes on 
exports, services employment, and aggregate 
income. 

The WPPD Study and WPPD Objectives 

The result of thid study do not appear to 

directly aid the Commission to achieve its 

goals of encouraging economic development 
in the District. 

The WPPD commission's definition of 
development was that of an increase in 
aggregate output and employment. That is, 
development was viewed, forythe most part, as 
synonmous with growth.4 Economic develop-
ment goals of the WPPD commission included 
"encouraging and stimulating the regional 
tourism industry" and "maintaining a healthy 
growth rate in business." [West1 

These development goals of the WPPd 
suggest that the Commission visualized their 
informational needs as those of "what to do." 
The study, however, addressed the problem in 
terms of "What is" and "What will be, if." 
This was an appropriate approach. Indeed it is 
highly doubtful that researchers should 
attempt to formula"theplan" of development 
rather the analysis should be viewed as one of 
"providing inputs into the local decision 

process, and not as a substitute for that 
process." [Castle, p. 83] That, however, is not 
a satisfactory rationale for concluding the 

analysis in terms of "What will be, if." [e.g., if 
a new textile plant, then these impacts on 
employment, income, services, etc.] The 
planning effort of the Commission needed 
information concerning "What could." And, 
although the resulting work was reasonably 
satisfactory in terms of "V/hat is" and in 

will be, if," little effort wasterms of "What 
could be.' [e.g.,made to examine "What 

What realistic alternatives can the WVPPD 

pursue in order to expand aggregate income?] 

The reasons for this seem to be twofold. 
The first is simply the financial and the 
18-month time constraint imposed on the re
search. Time and funds did not allow for de
tailed analyses of national and regional trends 
to gain insight into potential alternative 
development paths for the region. 

.The second reason is more fundamental. 

The present state of development theory is 

such that what policymakers can do to cause 

an economy to grow or to diversify is not 

known, anymore than we really know the 
linkages between economic expansion and 
"quality-of-life." We do not even know 
whether there are underlying causal 
phenomena for growth that will prove to be 
identical for different regions. Perhaps 
regional growth is a unique event and search. 
ing for casal regularities is doomed to con
tinual frustration. The conventional wisdom 
suggests that expenditures to alter productiv
ity of the region's natural, human or capital 

resources will eventually induce changes in 
aggregate output, employment or income. The 
causality chain is said to be this: 

Increases in the flow of services from 
human resources and natural re
sources affect industry mix, employ
ment requirements, migration and 
ultimately area product, income and 
social welfare. Moreover, changes in 
productivity have an impact on area 
exports and imports, household con
sumption, and government revenues. 
Changes in the stock of natural re

4TIhe argument can be made, however, that development (however defined) should somehow imply an im

provement in the "quality of life" of a region's residents. The assumption implicit in the WPPD commission's 
goals Is that "more is better than less," that Industrial and business expansion implies increased well being for 

WPPD citizens. The true relationship is probably not that assumed by the WPPD goals (i.e., a linear increasing 
or slope of this function for any region. Indeed no concensus function). Yet, little is known about the shape 

1lsoni Thus, when a region "develops" by expandingexists as to what "quality of life" is or what it means. 
the ultimate welfare of its inhabitants. Theregional economic product, little is known about the impact on 

study, while cognizant of the need to relate development goals to social well-being, measured only the impact of 

industrial expansion on aggregate Income, employment and services. 
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sources enhance the capacity of the 
area to increase production and ex-
ports. Finally, increases in the stock 
of social capital induce private invest. 
ment, thus expanding the area 
economy. [MacMillan, p.23] 
One break in this causal chain would

endanger the conclusion of an expanding 
economy. The WPPD study, for example
found an extremely weak relationshipbetweed educational inputs and outputs 
measures. That is pupil-teacher ratios, total 
expenditures per pupil, and the percentage ofinstructional personnel holding advanced de-
grees correlated weakly (.31) with achieve-
ment scores, percent of high school graduates
continuing to college or the dropout rate.
[Shabman, p. 831 Although this does not
necessarily suggest a causal relationship, it 
does raise doubt as to the relationship the
school system has to be quality of 
performance of the student. It could very well 
be. that a student's background is far more
important in determing performance than any
quality measures of the system. Such a finding
might suggest that increased funding of
schools in hope of improving the human re-
source base so as to ultimately improve the
community economy may be based on faulty
assumptions of the linkages involved, 

These are some of the problems
encompassed in a study that seeks to answer 
"Whai can we do ...." types of questions.

There is a lack of certain essential pieces of 

knowledge, 


The WPPD study, then, determined the
quantity and quality of resources available,

the basic interindustry 
 and service relation,

ships. It analyzed the impacts of a change in

the basic industry sector on exports, income 

(but not quality-of-life), employment and
services. It was, however, for practical pur-
poses, mute on how to institute or induce a 
change in the basic industry sector initially,
Nevertheless, the study did identify growth
potentials and contraction probabilities in
each of the basic sectors. For example, using
the information concerning the resource base
and analyzing national and regional trends, 
tothe WPPD agriculturalundergo a shift awaysectorfrom was projectedtobacco enter-
prises and toward livestock and supporting
enterprises, 

Thus, the study provided the necessary 
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framework and projections for analyzing a 
plan of development, but provided few in
sights as to what that plan might or could be. 

Heterogeneity of the West Piedmont 
He tr itof e gi on t
 

Planning District and Regional Analysis 
Problems may be encountered in utilizing

the study for impact analysis to analyze
alternative plans. The problems arc not a re
suit of faulty construction of the input-output
model as much as they were problems with
the Planning District's boundaries. The 
in tnin Di s sing o m e oi c

tention of encompassing common economic
problems within common boundaries. This 
was not the case with the Vest Piedmont 
Planning District. 

Because of political boundary constraints
in the delineation of Planning Districts, the 
four-county area of the WPPD is quite diverse. 
Particularly striking is the extent to which 
Patrick County differed from the other three 
counties. Patrick County is a sparsely
populated county of !ess than 16,000 persons
and contains no major towns. It is a 
geographically isolated area noted for its
natural scenic beauty but its poor road net
work limits accessibility. Neighboring Henry
County, to the East, in contrast, is served by a
major highway and contains the trade center 
of the City of Martinsville which accounts .or
about 20,000 of the County's total 
population of 71,000 persons. Pittsylvania
County, to the East of Henry County,
contains the trade center Danville-the largestcity in the District with a population of about50,000 persons. The remainder of Pittsylvania
County, with a population of about 56,000
 
persons, is often characterized by its
 
agricultural emphasis 
on tobacco production.

Franklin County, the Northern.most county

of the District, while considerably smaller
than the two withabove counties, a
 
population of 
 29,000, however, bears little
 
resemblance 
 to Patrick County. Franklin
County is adjacent to the Standard 
Metropolitan Area of Roanoke and is highly
accessible by means of a major highway from 
Roanoke to the City of Martinsville. 

Even if the counties were similar, this 
Euen n e c ouni es a sim i ty ofwould not necessarily imply a commonality of 

problems. The problems of ultimate concern 
are those problems related to well-being. Suchcommon problems would appear to derive
from a common economic status. Thus one 



rhight argue that for economic development 
planning, regional entities ought to possess 
similar economic characteristics, i.e., be 
homogenous along economic characteristics, 
This is not the case for the West Piedmont 
Planning District. 

The four counties display substantial 
diversity. Table I exhibits five different 
economic characteristic measures and the 
state rank of the county in terms of the 
specific measurement. Henry County is 
notably higher ranked on all of these 
indicators than are the other counties; in con- 
trast, low income and educational levels ex-
hibited by Patrick County are evident, 

A cluster analysis 5 was performed for 
101 Virginia counties on the basis of the five 
economic characteristics of Table 1, grouping 
the counties into ten homogenous clusters, 
Patrick County was so dissimilar from the 
other three counties, it is placed in a different 

cluser;thatisPaticks mre omognou incluster; that is, Patrick is more homogenous in 
terms of five measures of economic wellbeing 
to the neighboring counties to the West than 
it is to the other three counties of thePlanning District. Furthermore, two counties 
to the Northwest of the District were found 

study illustrate these difficulties. The study 
investigated the "possibilities for industrial 
expansion, promotion of tourism and 
recreational developments, commercial 
expansion and improvements in the 
agricultural sector." 

An industrial survey was undertaken as 
part of this work and it was determined that 
because the basic industries were widely 
divergent between counties that each political 
jurisdiction would have to be separately 
surveyed. In fact, widely diverse industry and 
commercial development potentials and 
problems were discovered. To have condusted 
this survey on a Planning District basis would 

have obscured these findings. 
An input-output model was constructed 

for the entire Planning District economy, yet 
the multipliers that were formulated were 
dominated by the two cities contained in tie 
Dited by the cit otain ite
District. For example, the City of Martinsville
is characterized by an intensive recreational 
establishment -the Mar tinsville is 
characterized by an intensive recreational esta
blishment-the Martinsville Speedway which isamjrntoa ACRat aetak 
a major national NASCAR auto race track. 

to the Noohweuso theistricthwerHowever, Patrick County recreation is based 
to be homogeneous ith the other three 
counties of the District. 

This lack of homogeneity in the District 
as it is currently delineated interferred with 
analyses of the Region's economy and may 
create considerable difficulties in planning on 
a regional basis. Examples from the West 
Piedmont Planning District comprehensive 

upon extensive activities such as fishing, hunt
ing and hiking. These recreational activities, 

when placed in an amusement and recreation 
sector of the input-output model generated a 
relatively large sales multiplier of 2.56 and in
come multiplier of 1.55. It is doubtful that 
the large multipliers estimated with the major 
impact of Martinsville's intensive recreational 

Table 1: Economic Characteristics of the Four Counties 
ofthe West Piedmont Planning District, 1970. 

% Families % Families % of Males 25 Years and 
County Mean Family Below 125% Earning Top Gross Wages Per Over with 4 or More 

Income Poverty Level 60% Total Income Employed Worker Years College 

Franklin 8086 (50) 23.5 (45) 33 (48) 5415(61) 4.80 (68) 
Henry 9650 (25) 15.0 (16) 36 (6) 6055 (40) 7.70 (33) 
Pittsylvania 8514 (44) 28.6 (63) 33 (39) 5356 (63) 6.20 (48) 
Patrick 7333 (74) 24.2 (50) 35 (12) 4679 (85) 2.40 (100) 

( ) rank in state out of101 jurisdictions. 

The technique of cluster analysis computes a discriminant function using the variables provided and 
attempts to maximize the variance between clusters while at the same time minimizing the differences between 
members of a given cluster, Thus, observations which fall in one group can be termed homogeneous with respect 
to the variables used. While the use of 10 clusters is an "arbitrary" number, it was felt that it would be sufficient 
to identify significant differences between areas and yet was not so large that it magnified insignificant dif
ferences. 
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facility are representative of recreation 
multipliers for Patrick County. This type of 
bias is present throughout the model. Over-
coming this bias would require breaking the 
model into an unwieldy number of sectors. 
For example, the recreation sector would at a 
minimum be required to be separated into 
intensive and extensive recreation sectors. 
Such a model would be prohibitably 
expensive for the WPPDC to construct. Thus, 
it appears that tile re-institutionalizing of tile 
gional planning concept in formulating the 
Planning Districts has not resulted in any sub-
stantial improvements for this type of 
economic development analysis and may in 
fact constitute an impediment to such 
analysis. The problem -s further accentuated 
by the fact that policy and program 
implementation powers rest with the local 
jurisdictions and therefore local jurisdictional 
plans that are formulated on the basis of 
informational inputs from such an analysis
would be similarly misguided. The problem is 
simple that delineation of regional boundaries 
to meet multiple development goals are not 
adequate for pursuit of individual program 
objectives, 

Heterogeneity of the %VPPD 
and Implementation of Plans 

The diversity of socio-economic problems 
also compounds tiledifficulties of imple-
menting any development plan. Tile law 
specifically with-holds implementation powers 
from the Planning District. Implementation 
rests with the local governmental jurisdictions 
which comprise the Planning Districts. The 
Commission then is left with a classic 
collective participation problems: how to raise 
the net benefits of participation in the plan so 
that local governments will support 
implementations. This is particularly difficult 
in a rural county setting where the acceptance 
of planning as an appropriate lo~al activity by 
rural citizens, leaders and government is half
hearted at best. (Hahn, A., p. 44). When the 
region is also composed of diverse socio-
economic situations, there are few 
opportunities to cooperate on those problems 
where no jurisdiction is forced to give up 
more than it receives. And finally, the general 
mission envisioned for the Planning Districts is 
of itself bound to raise jealousy and suspicion 
from the local governmental units. The long-
term mission was to gradually convert 
Planning Districts to Service Districts which 

would undertake some governmental 
functions currently controlled by local 
government units. Local governments have the 
power, howevei, to interfere with this 
evolution, and at this date no Service Districts 
have been formed. 

Obviously, one offsetting power tile 
District had was the power of the purse. Local 
jurisdictions do see benefits from 
participation in plans that have federal or 
state funding. However, with the advent of 
revenue sharing, Planning District review of 
federal grant proposals is no longer as 
essential, and the benefits for local govern. 
ment support of Planning Districts has 
diminished. It now appears to many local 
government bodies that the Planning District 
Commission is simply imposing another layer 
of governmental administration without 
generating many perceivable benefits to local 
governments. 

The result of this discontent in the WPPD
 
has been the resigning of the forner director
 
after failure to receive adequate support from
 
the Commission members. Simultaneous with
 
the appointment of the new director. the
 
Commission passed a resolution opposing 
proposals to allow planning districts to imrple
nment some programs. recommending that the 
duties of the regional planning commission re
main limited to planning and suggesting that 
the Virginia Area Development Ac be 
amended to delete provisions for service 
district implementation powers for any 
planning district and prevent "the 
promulgation of additional layers of govern
nent in the commonwealth." 

Obviously, research that endeavors to 
isolate policy variables, (variables capable of 
manipulation by policy makers) is apt to be 
frustrated in such an environment. The sceptic 
would suspect that much of the analysis then 
is just so much data to adorn library shelves. 

The Study's Contribution to the 
WPPD Planning Efforts 

This is, however, too harsh a conclusion. 
The fact that the study did not provide a 
smorgasbord of alternative paths to develop. 
ment is not an indictment of tilestudy. If one 
views the Commission's responsibilities as not 
that of "set goal-select action,' but rather of 
"identify the problem-understand the 
problem-evaluate tileproblem-set goals
select action," then the usefulness of this 
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study to the Commission becomes more 
evident. It can indeed aid in all live steps, but 
not in the deterministic way of listing 
alternative actions. Rather the study provides 
the WPPD with a rigorous approach to 
problem analysis, as well as providing a power-
fil impact analysis tool. It forces the planning 
staff to consider fully the implications of 
proposed policies, and as such, provides valu-
able information. For example. the planning 
staff was considering policies to increase 
tourist traffic in the District. The study forced 
pl:anners to consider the magnitude and 
incidence of the benefits and costs of increas-
ing the tourist trade, as well as analyzing the 
probability such trade would indeed increase 
with the implementation of' the proposed 
policy, and the implications to private 
entrepreneurs if the additional tourists did or 
did not materialize. Ilere the study aided sub-
stantially in identifying, understanding and 
evaluating the problem. Now the WPPDC isin 
an improved position to use this information 
for formulating specific tourism goals, and 
they are able to utilize the input-output 
analysis. with appropriate caution, to deter-
mine the impact of increased (decreased) 
tourism 'The WPPDC can also utilize Ihe inl-
lormation for informed conflict resolution 
between the jurisdictions that comprise the 
District. When viewed in this propective, the 
study isextremely valuable. 

CONCLUSIONS 

Thus, the conclusions that can be gained 
from the author's experiences in this study 
appear to be these: 

Virginia's altempt to institutionalize the 
concept of regionalism by the creation of 
Planning Districts has not been without 
problems. This is partly due to the fact that 
the concept of regionalizing planning is nor-
really based upon achievement of single pur-
pose objectives, but Virginia's Planning 
Districts have a multi-purpose mission. In 
some sense, the Virginia Metropolitan Area 
Study ('ommission was guilty of' the fallacy of 
cotlposition when it suggested that planning 
for a wide range of overall problems can be 
,chieved only through the establishment of 
areawide agencies and procedures: what is 
good for a single problemt may not be good 
for all problems. Thus a concept that 
probably has validity, regional planning, has 
lost impact in implementation. 

As a result, local governments are not 
likely to voluntarily participate in this 
collective planning activity until they perceive 
that there are net benefits in their doing so. 
This does not appear to be the case in many 
Planning District situations, and since the 
local governments do have the power to 
sabotage the Districts-they are apt to use it if 
they feel their autonomy the least bit 
"threatened" by the planning efforts of the 
District. Thus, it would seem that there is a 
need to reexamine the way in which Virginia 
has chosen to institutionalize regional 
planning both in terms of the capabilities of 
the fixed regional body in dealing with 
developmental, social and environmental 
problems and in terms of the incentives for 
local jurisdictional support. These capabilities 
appear to be particularly taxed in the case of 
economic development planning as opposed 
to, say, a sewerage provision plan. The 
delineation of the West Piedmont Planning 
Districts boundaries to facilitate regional 
planning, on the basis of communalities of 
interest has not achieved its prupose, and the 
existing boundaries may actually create 
impediments to conducting economic 
development research. Although not all 
Districts would share this problem, the WPPD 
situation isnot unique. 

Finally, the Districts planning efforts will 
continue to be hampered by the failure of 
economic development research to provide
confirmation of the assumed linkages between 
the manipulation of policy variables and the 
ultimate impact on community development 
as defined in terms of either community 
welfare or economic expansion. Until then, 
non-tautological, deterministic answers to the 
Commission's question of' "\hat could be" 
remain elusive; any guidance is, at best, of a 
conditional nature. Despite these limitations. 
regional economic studies such as that re
ported on here provide substantial in
formation from which to develop and to 
choose between alternative plans of develop. 
ment and to evaluate the impacts of various 
exogenous or induced changes in the 
economy. It would not seem advisable, how
ever, for each of' the 22 Planning Districts in 
Virginia to develop such an indepth input
out-ut model for their planning purposes. 
Rather, the information obtainable from a 
few such studies would appear to be quite 
transferable to new but similar situations. 

152
 



The experiences of the WPPD should not institutional design with the goal of providing 
be viewed as an indictment of the Planning new criteria for the design of regional 
District concept. They do, however, suggest planning institutions. 
the need for a rigorous analysis of the 
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US-AID PROGRAMS 
BY 

PRINCETON LYMAN* 
As I have been listening here for the last problems with which we are working in our 

two days of the conference discussions. I was program, in terms of specific projects, which 
trying to think of how we usually do not we hope to authorize this year or next year, 
apply all these concepts to the way we and try to see where and where not some of 
actually do business in AID. I thought that theperhas I som have talking about fit.ould iscus speifecconcepts we beenperhaps I would discuss somei specilic 

*I)irector, Office ot Development Services, Bureau for Africa. Department of State. US-All), Washington, D.(C. 
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I am startled, as I was going over the list
of possible AID projects and programs, at the 
tremendous diversity of approaches that arise 
in any particular situation and in any
particular country. I think that no matter how
much we theorize, we never are in the 
position to deal simply with critical factors inrural development, with basic appraoches or 
ruralhdevlopeOnt, with barrs i a ountrmethodologies. One never arrives in aCountry 
situation at filc beginning but always enters
that situation in a process of history, or a 
process of' institutional development, or a 
process of on-going programs that one has to
relac to. And that isso clear, as one notes the 
very different kinds of programs, structures 
and approaches to very similar problems that 
come up in Africa. I would like to indicate 
sone very different kinds of projects that are
in process of"design, even though all of them 
are -imed at the things you've heard in the
last Iwo days: the rural poor, small farmers 
and, in the broad way. rural development. 

Let me start with some issues of
philosophy, which we are facing right now in 
our project design efforts. Dr. Adams touched 
upon sonme very important issues in his
address yesterday and I think he has 
succeeded in making all of us in the African 
Bureau critically aware of them to the point 
we have had to think very hard about exactly
what it is Ihat tile U. S. does have to offer in 
its assistance program. The Ambassador. at
lunch, raised some of the same questions in 
his address. For example one has to be careful 
in the design of an assistance program to ask

oneself what is it that we. 
 the United States 

particularly, 
 have to offer. Someone once
staled Ihat at least we have money to offer, 

Ilowever. we are reminded by Congress 
 as Dr. 

Adams pointed out, that the resource transfer, 

per se. is no longer tile name of the game. We 

are supposed to use resources for particular
purposes: to promote and generate particular

types of' development, especially with the 

small farmer. If'we say we have technology,

technical knowledge and experience to offer,

then we face 
 the queslion of how transferable 
that experience is: and, if' it is transferable,
how will we transfer it without simply sub-
stituting American managers in place of 
persons in the host countries to run the pro-
grami which is really only a substitute for 
development. Finally, agravating the problem, 
new projects in AID, because of' our own 
internal requirements, are designed with the 
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paraphernalia of data, information systems.
and controls to suit our own programming 
system, involving us thereby in a lot of things
(and expense) which presume, perhaps, we 
have more to offer than we really do. 

So we are trying to find a balance where
by United States assistance can really be more 
catalytic, more promoting of local genius andexperience, opening up opportunities for that 
genius and not getting fin the way. Also,geni ding nly t t ing in t wy. s 
providing only that kind of input hich is 
really useful for growth.

One of the countries where I think we are
trying to use some experimentation with 
systems that do not get in the way of the 
country and hopefully which will help isMali. 
We are trying to design programs of assistance 
in Mali which rely very heavily on Malian 
Planning, Malian directions. and Malia~i 
administration. In the livestock sector. the 
Malian government has a very clear concept of 
how it wants to see the sector developed of
the different zones and the different areas. 
But there is a great deal of experimentation
going on in Mali as it) how to achieve certain 
of the objectives because the conditions are 
not conducive to systems developed in either 
the U.S. or Europe. How does one achieve a
rational land use system where persons move 
hundreds of' miles. and in cases serval 
hundreds of miles each year in herding their 
livestock, and where the herders do not
necessarily own any one piece of land? How 
does one develop land use controls under these
circumstances? How does a country develop 
new lands, such as those infested by
trypanosomiasis and keep them fronm simply

being over-run and over-grazed by people who
 
are land hungry and who would move 
 into
 
those areas as soon as they were cleared? In the
 
livestock sector, we have 
 designed pro-rauns

with the Malian government in which a series

of experimentation vill take place in land use
 
planning in semi-noinadic areas, and land
 
clearing in perhaps, the trypanosomiasis area;

in marketing systems, sonic using 
 small 
farmers to raise finished cattle, others using
the traders, others using the herders as 
marketing agents to develop a whole series of 
experiments that would not only broaden 
experience but improve the various systems
for ftinishing and marketing of livestock. What 
is intriguing about the program in Mali, which 
has frankly taken us years to design, is the 
degree to which the planning, the leadership 



and the direction has been in the hands of the 
Malian government, in the Malian Ministry of 
Production, rather than in hands of U. S. agri-
cultural and livestock experts, etc. U. S. 
advisors have played a major role in the de-
sign, but truly as advisors and through an 
interactive process in which proposals, con-
cepts, and projects ideas from both sides were 
examined, refined, or discarded. In the end 
there was a program about which the Malians 
were enthusiastic, and which they felt clearly
theirs. 

We're trying the same thing now in the 
field of agriculture. A number of efforts have 
already been underway, in Mali, to expand
agricultural production in some of the drier 
areas, and to expand small scale irrigation
along the Niger River. What we are in the 
process of doing now to help in crop irrigation
is to design programs to support the Malian
efforts without having a large number of 
Americans involved. What we are hoping to do 
is to provide, from time to time, experts to
conduct seminars in the country, or in other 
ways to interact with Malian officials in the 
field to come in to discuss their problems on 
small-scale irrigation, to review the problems
they have had in marketing, to go over the 
number of issues they have had in expanding
production programs and to get help on them. 
But never to substitute the Americans out in 
the field for the Malian administrators of the 
program. The evaluation of the program will 
also be in the hands of the Malians And the 
problems that are uncovered will be problems 
they uncovered and discussed with us and
with themselves. 


Projects such as these in Mali 
 do riot al-

ways have very specific, pinpointed objectives,

and do not have pinned down in advance all 

the details of what is to happen from year to 
year. Consequently, they are very difficult for 
us. They are difficult for us because lawyers
question whether they meet the requirements
of obligation, auditors question what it is they 
are supposed to audit when it is over, and 
production-oriented people question the 
product. In these projects, of course. the 
product is as much the process of farmer or 
herder involvement, and the process of 
governmentgrowth in output.growth Andin experience, as it toisthat is difficult 

measure. But we are moving in that direction. 
By contrast and quite a contrast, let me 

turn to the type of programs we are designing 

with the government in Senegal. There, a., 
many of you know, the government is faced 
with a very severe and chronic rice shortage. It 
is anxious, therefore, to develop the potential
of the Senegal River. There is a large, long. 
term plan for construction of dams to regulate
the river, and provide both power and 
irrigation. Even prior to construction of those 
dams. one is faced with an enormous task in 
the development of land for irrigation, the 
training of people, farmers. extention agents
administrators, etc., so that land can be con
verted into intensive irrigation farming
systems. Marketing arrangements need to be 
developed. We are looking at some of these 
projects and looking at potential development
of perimeters along the Senegal River which 
might be so developed. Tie projects along the 
Senegal River will. basically, transform the 
whole way of farming of people in that area.
They will go from one traditionally grown 
crop a year to two intensively cultivated, 
irrigated crops. There are areas along tie river 
where not many people are settled and new 
people will have to coni in. involving a whole 
new sociological situation. There are areas 
along the river where tie development ot 
intensive irrigation will break up patterns of 
livestock crossing the river. and use of tile 
land. In other words, what is being talked 
about in Senegal is tie Major transforlation
 
not only of the farming st rultures of that
 
region, but 
 of tile ways of life of tile people

and their whole relationship it) their work.
 
their land and to the markets in l)akar.
 

In response to this prospect. we are en.
gaging first iii studies which are themselves
larger than many projects to examine the 
technical and economic feasibility ot a single
perimeter development in Senegal will require
9 months, and cost over S500.00. An environ
mental analysis. to study environmental 
effects of the total developmient of the basin. 
which the United States has agreed to finance,
will cost over S2,000.000. 'lie actual projects
which we and other donors are contemplating.
could cost S10- 15 million each, certainly an 
enormous ard still controversial capital invest 
ment. So what is heing talked of in Senegal is 
something radically dilferent than the design. 
ing in Mali. Yet it points ahead, probably 10 years, in Mali when the Niger River begins tobe fully regulated and developed. One could 
then be embarking on similar very extensive 
programs. However, hopelilly the human re
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source base, and the level of farmer and 
government experience in Mal will have been 
greatly advanced by then, overcoming some of 
the problems now present in the Senegal 
Basin. 

A third quite different approach isin the 
AID program in the Cameroons. Here we 
began from a third direction: The desire to do 
some modern land use analysis and studies, 
making use of satellite technology to develop 
better knowledge of the land base and better 
systems for alternate land usage in Northern 
Cameroons. The idea was originally that this 
knowledge would become a foundation for a 
new livestock project of the Cameroon 
government in the North. But gradually the 
idea has become more complicated as one 
looks at alternate land uses for agriculture as 
well as livestock. Consequently, the program 
is growing into a very complicated integrated 
rural development approach which will 
involve agriculture, livestock, and a variety of 
other efforts over several years. In sum, we 
started from the idea of helping to introduce 
the government to simply better land use 
knowledge and practices, through use of 
modern technology, and it now has grown 
into a very broad rural development planning 
program for the whole Northern part of the 
country. 

Finally, a quite different approach to 
agricultural development is being utilized in 
three countries of Eastern Africa, which we 
call the Sector approach. In AID, the sector 
form of assistance does not involve any 
particular project but is designed to support a 
broad sector program of a country, whether 
agriculture or education or health. It is based 
upon reasonable assumptions that certain 
plans and programs developed by the govern-
ment are sound and can be carried out, and 
with additional financing could be carried out 
even faster or both. We have had a great deal 
of agony in the agency over sector programm-
ing, particularly with the new directions 
mandate by Congress, which say that it is not 
just agricultural production nor overall agri-
cultural policies with which the United States 
is supposed to be concerned, but rather the 
small farmer, the equity aspect of agriculture, 
and the participation of farmers in the 
development. This process leads us, quite
frankly, into a sensitive arena of analysis with 
the government analysis of not just their pro-
grams and policies in the sector, but also the 

rather detailed analysis of how the programs 
are going to be carried out so that we can 
satisfy ourselves and Congress that our lending
will indeed reach this very selective target of 
small farmers. This in turn means setting up a 
whole different requirement analysis in all 
three countries in which we use this form of 
assistance: Kenya, Ethiopia, and Tanzania. We 
are engaging this fall in extensive analysis of 
the various sub-sectors in agricultural pro. 
grams in each country in order to develop a 
basis for AID agriculture sector lending. The 
sectors in each country will have a very 
different structure., involve a very different 
approach or philosophy, very different admin
istrative systems, etc., and, therefore, what 
will come out of each country will surely be 
different. Put another way, the institutions 
upon ' hich the poor will depend in each 
countuy will be quite different. Yet, pre
sumably, in all three countries, the sector 
form of assistance which emerges will be sup
porting the same general objectives of small 
farmer production and productivity. 

Now, if our appraoch to agricultural
development and rural development is as 
diverse as this, even more diverse and perhaps
filled with more uncertainties is our approach 
to rural education. There is a tremendous 
emphasis in AID in recent years on getting 
away from simply the formal educational 
system and dealing with educational systems 
that will reach more people functionally, e.g. 
more targeting on the poor and particularly 
the rural poor. There has been a lot of dis
cussions, a lot of research, and a lot of 
writings on the question of non-formal 
education. But, in a recent seminar in the 
Cameroons, a number of African educators 
preferred to dispense with that term. They 
dealt instead with what they called rural 
education which overcome the dichotomy 
placed between formal and non-formal 
systems of education. The problem is 
education for rural development, and one 
should not make presuppositions as to the 
vehicle, formal or non-formal systems, one 
uses to achieve that objective. 

One thing we are learning in the field of 
education is that we may have even less to 
offer directly in this field than in many others 
which makes our design of projects more 
complicated. I think one of the very exciting 
and interesting programs now being developed 
in East Africa is a limited program of 
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assistance with the Adult Education program 
in Tanzania. This is a very exciting, innovative 
program in which we frankly expect to learn 
more than we give because what is going on in 
that program will help teach us a lot about the 
way one carries out adult education in rural 
areas. And we expect to make only a very 
modest contribution in funds and limited 
training, to that program. Frankly, we are 
going into it as a dialogue for our own enlight, 
ment as well as for whatever assistance we can 
provide, 

In Senegal we are working with the 

government on a problem that is very 

common among programs in rural education 
and which is very complex. That is: how does 
one link the concern with education and with 
popular participation-a concern with helping 
people to see their real interests and act upon 
them-with a technical form of extension and 
farmer training, etc., which comes from a 
different group of people and institutions.i I 
suppose we have had the same problem in the 
United States, I do not know, but I know in 
many developing countries you have two lines 
going out to the rural areas: the technical line 
coming through the agricultural ministry or 
similar ministry, providing techniques. fornal 
training, etc.; and a different group of' of* 
people 5're saying, no, we want the farmer to 
think through his problems, and who use 
group methods and animation techniques. 
Often these programs overlap and duplicate 
each other. So that the farner is hearing one 
group on how lie might take more into his 
own hands, but this group has very little 
technical information to offer him. And 
another group offering tecinical information 
but not helping very much on how lie gets 
control of that technical inlformation and 
technology. In Senegal after montllis of' dis-
cussion witi both the livestock service and the 
Promotion Humane Program. which is a pro-
grain for rural education, we are helping some 
experimental prograis to bring these two 
approaches together. The Proniotion Humane 
Education "galvanizing" ef'f'ort will work 
closely with the extension service to see if' one 
can get a more liamonization of' both ef'f'orts 
in rural areas selected for developmtent pro-
grains. II will be a difficult program, and its 
success or failure obviously will ride oti what 
happens between Senegalese administrators in 
the two programs rather thian on what the 
U.S.provides. I think our assistance will be 
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encouraging toward the direction of 
harmonization and experimentation ratLei 
than any clear solution to the fundamental 
problem. 

A third kind of rural education we ar 
beginning to get involved in, particularly ir 
the Sahel, and perhaps in Southern Africa a! 
well, is a kind of dialogue, so to speak, amon[ 
people who are closely involved in rura 
development efforts, that is tile i'armers anc 
tile herders themselves, and rural governmeni 
workers. In both Mali and iii Chad there arc 
experimental programs getting under way
which have various terms by which somc 
people call them, e.g. shade-tree seminars 01 
herder seminars and farmer seminars. i'herc 
are (uite a variety of names, but the essenc 
of the program is a system of' dialogue be. 
tween herders or farmers and government 
in developing tile particular types of rural 
development programs that will be imple. 
mentecl. 

In Mali, for exaniple, there will be anl 
effort to ect wi th le inomadic and otier 
groups that use the land in a particular area in 
which we are assisting and ask then how they 
see a system of land usage working and being 
enforced in that part of Mali. since they use 
the land but they also move in and out of it. 
There is a counter approach. thal we are try
ing to get away f'romi, and ihat is to pass a law 
that tells the people how they should use a 
piece of land. The Mali government. with 
our assistance, is starting in other directions 
We are trying to meet with people who use 
the land and ask theiii how rational land usage 
canl be developed and eilOrced under the 
circumstances of the area. ''lie beginnings of 
that kind of prograii is being developed also 
in Chad. Where one goes f'roii here, and how 
successf'ul these progranis will he. remains to 
be seen. But you caii see, I think, fron ihe 
kind of prograns we are talking about, how 
delicate and difficult the process of whal we 
call project design is, because our internal AID 
design requirenienis ask for a lot of' analysis 
and data, and specific imtplemenfation plans. 
but the nature of' the problem involving tie 
people, and the process of" solution to their 
problems is something that has to take place 
out there. We do Iiol have very specific 
solutions to them and it would he a mistake 
to compose them in advance. 



.Let me-also mention beyond these pro-
jects, some 'of,the studies that we are under-
taking that we hope will lead to new kinds of
projects in the coming years. Presumably, all 
our projects are based on prior studies and 
sector analysis. That is the theory, but you
have to sometimeswork the other way around. 
But there are some studies underway right 
now which we hope will provide a basis for 
future programs, whether it is sector lending 
or specific projects or other approaches. One 
such study I would like to mention, because it 
is a unique one indeed, which we do not really 
know how we are going to do yet, but which 
we think it is important, isa manpower study
in Southern Africa. We are very concerned 
that there is a style of assistance that may be 
counter productive, and that is a style of sub-
stituting a great deal of expatriate personnel
for Africa because there does not appear to be 
trained Africans to manage the projects. We 
hope to be undertaking, in Southern Africa, 
some so-called minpower studio's which are 
not the traditional kind of manpower studies, 
Rather. they will help us design projects in all 
sectors which rely less in the future on foreign 
personnel and rely more on promoting the up
ward mobility of the people in the area. 

Another form ol' study that we are tinder-
taking is an agricultural sector analysis which 
are more prograni-oriented. What we have dis-
covered in utilizing sector analyses is that they 
have not necessarily provided a program 
strategy. We just have to redo our studies 
again for that very reason, because in them we 
have a lot of facts and figures and a lot of 
background analyses that do not tell us where 
to go in terms of solving the problems
identified. 

Let me close with mentioning three issues 
which I think are very common to all the 

of, project design efforts about which 1have 
been speaking,. 

One is, how do you design programs to 
really get the kind of involvement with 
farmers, herders, or low-level people in the 
government? How do you get that kind of 
involvement in tile you designproject when 
it? We have talked about it a great deal, but 
are generally committed to conceive of the 
program and the solutions from the outside, 
already inhibiting some of the participation, 
and the inputs from the target people you do 
not even know very much about. 

The second issue is the one on which we 
are hopefully progressing in Mali and other 
places: how do you structure a program that 
maximizes local experiences? Learning by
experience, using but not substituting outside 
experts in that learning process is one way.
Yet we have difficulty in our own internal 
reporting requirements in making tilethrust 
of the project, the experience that people in 
that country gain, in terms of dealing with 
agriculture and other problems, rather than 
simple technical achievements. 

And finally, a third problem that I amafraid has received much too little attentionit "isinathe focus on the rural poor. Again 
poe out withe A ado sk 
problem about which the A mbassador spoke 
which the rural poor areto be linked? It is 
one thing to talk about ecological change, to 
talk about new seeds or fertilizer, both of 
which have to be purchased by the farmers, 
but it is another to say: where are the markets 
for soybeans or for rice? Where are the market 
suues ot on in thesretriesabutstructures, not only in these countries but

externally, to which the mass of small farmers 
can relate? This is a problem I am afraid on 
which we have yet to focus our attention. 

DR. H. J. -BATTLE* 

The Virginia State College-University of Ghana. Our remarks at this time will have fewScience and Technology linkage became a details since the linage took place only inreality when, in January, it was approved by January of this year. What we will be saying,
officials of both countries and also by tile largely, will be plans and, perhaps, at our next
Agency for International Development. This session we will be able to say more abouthas been the first time we have been able to what we have been doing. So with that inget back together all the representatives to mind, I'm going to start by asking Dr. Appiah
discuss some of the things we will be doing in to come forward. 

*Conference Co-Chairman and Director of BF.RD, Virginia Stal College. 
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DR. JOHN ANIM-APPIAH! 
I bring you greetings from the people of tive. Th ,e studies can also include the ap-

Ghana, from the Vice Chancellor, Dr. Bamfo proprlatr ,ess of the agricultural extension 
Kwakye and from the University of Science activitit ;. 
and Technology at Kumasi. I represent the In iearea of commerce and industry, in 
University of Science and Technology (UST) order to promote the development of 
with two other gentlemen whom I am happy commercial and industrial use, the intro
to introduce to you. First, Mr. Daniel C. duction of village handi-crafts and small.scale 
Asante, a graduate student at the University industries, and the provisions of instructions 
of Washington, and Mr. Albert Essel, a in the techniques of small-scale business are 
graduate student at the University of Iowa. needed. As it involves the utilization of local 
Our presentation will be a review of Economic building materials and mobilization of local 
Research and Development. savings, these objectives, in the areas of 

I need not mention why we are here at commerce and industry will involve the 
this conference or for that matter at Virginia following specific activities: 
State College as a whole. In January of this (1) Measure of base line research and 
year, an Economic Linkage was formed extension activities in the area of 
between our University and that of Virginia health. We believe that other 
State College. The overall objective of the essential steps for utilizing the 
linkage has focused on techniques for helping economic potential of health stan
rural communities to attain a higher standard dards has to be reached through im
of welfare by making available the appropriate proved environment, sanitation and 
technologies to communities so that their the provision of water and improve
income and the quality of life can be ments innutritions. These objectives,
improved. These objectives are to be prusued in the areas of health, will irvolve the 
through various research projects and following specific activities among 
application of the results in areas of others: a survey of nutritional habits 
agriculture, health, commerce and industry, as in the area; studies on nutritional 
well as in other socio-economic areas. deficiencies; and a study of the in-

The main objectives in agriculture are to cidents of postnatal death in tile 
promote development of area agriculture area. 
through the use of appropriate techniques, in- (2) In the other socio-economic areas, 
cluding improved seeds, machinery and our objective will involve analyses of 
fertilizer; to promote better functioning of the characteristics of the local 
the existing agriculture extension serivces; population, indentification of basic 
construction of access feeder roads, and the products, training of local units, 
development of storage, processing and other assistance in the formations and 
marketing facilities. These objectives will in- strengthening of the activities of 
volve certain specific duties, among which are: production, marketing and credit and 
conserving present land use; evaluating the housing throughout the area. These 
agriculture potentiality of tile rural areas, in- activities sound very ambitious in
cluding studies of soils, climates and deed, and, as if, the University of 
topography, the adaptive and demonstrative Science and Technology and Virginia
trails of crops and livestock better suited to State College are going to take over 
the rural areas. the government of Ghana in terms of 

From development economic studies, we a total economic development pro
could show common patterns and indicate gram. But this is certainly not the 
proper livestock combinations which would case, we are well aware that both 
help to raise farm income. There is a need to institutions do not have the resources 
conduct studies of the present processing to do this. 
facilities and marketing channels, and to iden- Instead of spreading ourselves thin over 
tify the crucial bottlenecks, so as to be effec- such a wide area, we wish to concentrate our 

*Department Head and Professor of Agricultural Economics, University of Science and Technology, Kumasl, 
Ghana. 
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efforts in one small area at a time. Out 
immediate target area is the Savannah area of 
Northern Ghana, specifically in Kumbungu. 
The Kumbungu area is a small area 30 miles 
Southwest of Tamale, the Northern Ghanaian 
capitol. It has a population of about 500 
thousand and a population growth rate of 
abou't 1.7 percent per year. Ninety percent of 
the employed male population in the 
Kumbungu area isengaged in agriculture while 
the majority of women are engaged in 
domestic activities, 

In this area, as in many other areas of the 
country, the people are trying to help them-
selves to wrestle a living out of nature. How-
ever, the true balance requires turning directly 
to the side of the present administration for 
improvement of the area. Improvements are 
also required in health, education, and all the 
social amenities that go to improve the quality 
of life. Now, at this stage, I should like to 
point out that we at the University of Science 
and Technology can command the resources 
necessary to carry out such studies. We have a 
faculty of Agriculture in several departments, 
including my own department of Agriculture 
Economics. We have a faculty of Social 
Sciences of 45 members, a Department of 
Land Economics, Social Studies, Economics 
and Industrial Management. We also have a 
faculty of Engineering with Mechanical, Civil, 
and Electrical Engineering in our technical 
departments, and the Department of 
Architecture. We also have a faculty of 
Science, Fine Arts, Pharmacy, and Medical 
Sciences. Two other organizations associated 
with the University, which I shall mention, are 
the Land Administration Research Center and 
the Technical Consultancy Center. In carrying 
out the activities of the linkage, we have the 
Management Board, comprised of the chair-
man of the Department of Agricultural 
Economics, Economic and Industrial Manage-
ment, Mechanical Engineering, Land 
Economics, Regional and Development 
Planning, and the Technology Consultancy 
Center. 

Other aspects of the linkage concerns the 
exchange of faculty and student members. 
One of our students is already enrolled in the 
Master of Economics Program at Virginia 
State College. Another student will be en-
rolled in January of 1976. 

In terms of faculty exchange, arrange-

UST for one year. Perhaps 1 should also 
menti6n at this stage, the visit of Vice 
Chancellor of UST, Dr. Bamfo Kwakye, to 
VSC in May of this year. A reciprocal visit is 
expected of VSC's President in the not to 
distant fulture. We at UST are indeed happy 
about this linkage and have high expectations 
about the outcomes. We expect that some of 
our faculty members will have the 
onoortunitv to become acouainted with the 
research and approaches to the problems of 
the College here at VSC. It isour expectation 
also that the staff at VSC will become ac. 
quainted with the work we do at UST, in 
terms of participation to the Ghanian con
munity, and make useful and meaningful sug
gestions. We also value the opportunity of our 
students to be able to share views with stu
dents of VSC. It is our expectation that this 
will broaden the student's perspective. There
fore, in general, we expect that the linkage 
will broaden our options and lend new dimen
sions to the wake of the challenges of the 
Glanian community. 

I will mention at this stage, a couple of 
the programs or activities that we are engaged 
in at UST. These include the study of Enter
prise Combinations and Capital Requirements 
in Northern Ghanian Agriculture. The Study 
of the Customary Land Practices and Settle
ments that Prevail in the Kumbungu District, 
including a study of the socio-economic 
conditions and the human equality of the 
area. These are projects which will help us to 
develop studies on the system of management 
for the rationalization of land use. The Land 
Administration of the area and a strategy for 
development of the area isincluded. There are 
also pmr~jects in housing activities, and one on 
the incidents of nutritional deficiency. Two 
programs that I wish to mention, which we 
are engaged in also, are the adaptation of 
indigenous machines for the harvesting of rice 
in the Kumbungu area; and the organization 
of a project of farm cooperatives which will 
be engaged in palm and citrus oil as a basis for 
a small local soap manufacturing plant. There 
is a lot of work beyond what I've said and I 
send an invitation to every institution here to 
come and work with us in Ghana at UST. 

On behalf of the University of Science 
and Technology and other institutions of 
higher learning, I'm sure we can all have an 

ments are being made for Dr. Joshua, from appreciation for the type of problems and 
Virginia State College, to join the faculty of work that lie ahead of us. Thank you! 
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CHARLES D. WHYTE
 

My remarks will be very brief since it is 
Friday afternoon and, I am sure many of you 
have flights to catch for distant places. This 
conference actually marks the beginning of a 
new program. The provisions of our Virginia 
State College-University of Science and 
Technology Linkage program calls for Virginia 
State College to host an Economic Develop-
ment Planning Conference during the month 
of July. This being August 1, inds us one day 
past July, but this objective has been met. The 
University of Science and Technology is to 
hold a similar Economic Planning Conference 
in July of 1976. Virginia State College in 
terms will hold a seminar in Economic 
Development during the month of September 
in 1976. 

What Dr. Appiah has outlined to you is a 
set of proposals, from which he and the 
BERD staff hope to develop specific research 

MICHAEL 

During the last couple of days, we have 
heard from a cross-section of the individuals 
here, including professional and social 
scientist and public officials. Also, we have 
heard issues relating to the new approach to 
economic development and the concern for 
the rural poor. I think that in that light, this 
discussion is abit in conclusion to the exercise 
heard, in that we are gradually trying specific 
experiments to pur into play some of the 
suggestions that have been put forth here. I 
am pleased to be associated with the Univer

projects during our post-conference session. I 
think that the program lie has outlined gives 
us a sense of urgency to develop projects 
which can be implemented in the near future. 
Obviously, and in view of what Dr. Lyman has 
siad, and in line with our own thinking, we 
shall develop projects jointly with the host 
country so that the people there will share in 
determining their development needs. 

Therefore, what I hope we will get out of 
this linkage is that both institutions will be 
effective in a mutual way in focusing onl 
problems that continue to plague rural people 
and small farm and nonfarm businesses. Our 
objective is, of course, to enhance the 
capacity and capabilities of both institutions 
to minimize and resolve problems that affect 
the small farms and rural nonfarm business 
units. 

JOSHUA 

sity of Science and Technology in Ghana and 
to go there to serve on a teaching assignment 
to undertake research activities. 

Since I believe that the environment 
should generally monitor what we use, I think 
we need to learn and study the environment 
and, hopefully, when I return we might have a 
gathering of" this kind again and I may be able 
to report on a model that is relevant to the 
particular situation and one that may be 
acceptable elsewhere. 
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