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Introduction

In recent years, underdeveloped countries have received a vast number
of sugpgestions with regard to the promotion of economic development. And
although there is some disagreement among those offering advice on the
problems of develipment, one point is clear: one requisite for economic
developument is added {nvestment, i.c., capital formation.

The extensive recent interest in the theoretical aspects of the criteria
vsed for choosing investments has not yat borne much relaticn to practical
applicability in the underdeveloped countries. Our purpose here is to
investigate the hypotheses applied by members of the.’nternational Bank
for Reconstructicn and Development's missions. It would seem that the
underdeveloped countries surveyed in the IBRD reports were sufficiently

4

typical teo warrant the cupestatiocn that the findings and vecommendations

of the various missions are of sipgnificance for tther underdeveloped

countries as well.1
Backeround

Ever since the intevnational Bank for Reconstruction and Development
cntered the field of development lending, it has been calied upon for
technical 2id and advice oun matters relating to loan operations. Soncties
the Dank's assistance Las consisted of helping a government to definc
priorities smong different projects, Somctimes the Dnnk's experts have
suppested wodiijeations in the technical plons ox the adndinistracive and
orpanizational arvangeeents for a projeet or in the plavs for its fivancing

1Al] the countrics surveyed have the folloving chay vztevisties in
commrons lov Jewvels of pov ocopita income; uncgual incowe Jistribution; ronid
porularion provths Jew devels on cduention ond honliehs erecssive dependence
on foreipn trade; predosinance of avrleniture in employment and undercoploy-
menty and Loedequace pandd e aduinistratiou,


http:undertr-),)].oy
http:C'�,bwC,.iI

D~

Including the raising of local capital. Increasingly, however, the Bank has
been asked to provide technical assistance on a broader scale and on matters
not comnected with frmedlate loan proposals. particularly in the field
of development prograimming.

The Bank's concern with doevelopment programming is a direcct consequence
of its operational experience. In earlier years, many applications for .
development loans filed with the Bank were hardly more than lists of
projects which the member government had under consideration, with little in-
dication of their relative priority, the rclation between them, or their
place in the country's whnle development pattern., Thus a good portion of
the Bank staff's time and atteation was nccessarily éevoted to helping the
member government determine priovities awong the different procjects, and
sometimes to suggesting additionsl projects in fields which seemed to have
been neglected. Micsions sent Ly the Bank to less developed member countries
confirmed the inadequacy of development progeamming efforts, in many cases,
and stressed the consequent risk that scarce investment resources might
be misapplied, They noted, with fow exceptinns, the abscnce of auny
effective government agency charged with designing an internally consistent,
over-all framework for dovelopmeat and with appraising proposed projecls
in terms of such a frawcwork.

It was agaiust this baockpround that the Pank decided in 1949 to comply
with & requust by the government ol Colombia to orpanize a general survey

et d . .
mission. to analyze the Colombian cconony and to mzke recoumendations on

- —— - —

2 . :
The Dank bhas defined a survey nissions ool . .a proup of experts
. . f . . JE. o~ . JUE
specially or andned to wodte an iulousive Lirsthand stuly of a counfuy's
resources aud r1ommtlace rocoraendarfone desiened Lo serve o5 the basis

of a long~teram developuont progvam.”  1RRD, seventh Annusl Report, p.l0.

bl
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the basis of which the government could formulate a long-term development
program. As of 1961, th: Bank, acting on requests of the governments con=-
cerned, had organized general survey migsions to the following countries:
Colombia (1949); Turkey, Nicaragua, Guatemalia, and Cuba (1950); Iraq, Ceylon,
and Surinam (1951); Jamaica (1952); British Guiana, Nigeria, and Mexico
(1953); Malaya and Syria (1954); Jordan (1955); Italian Somaliland (1956);
Thailand (1957); Libya (]958)' Tanganyika and Venezuela (1959); Uganda (1960);
and Spain and Kenya (1961)

The common objective of the surv.ys prepared by the various missions
was to review the major sectors of the economy of the country visited; to
appraise government policies and investment programs; to estimate the order
of magnitude of investment which the countyy can appropriately undertake
with the resources at its command; to m;ke recommendations for investment
and for methods' of achieving increascs in production and impravements in
efficiency; and to suggest economic and financial policles and administrative
measures necessary to insure the development program's success.

We wish now to review the role various criteria played in .the develop-

ment plans recommended by the survey missions

e

Lconomic Considerations

Comparative Advantasge

There is little cvidence that the mission members consciously thought

3 B

IBRD, The 'r'n nomic Development of: British Guinna (1953); Cevlon (1951);
Colombin (19 ’*9)

\ {4
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a0 (195005 Guatewdn (1950); Troq (L951); Iealdan Somal-

i land (lhbh) 3 3j (]05’), j'v" L (1955): Konva (105]) Iibva (1958);
I'il wa (L954); e 12 (1950); 5;‘«y$| (Ju:s), Spain (1961);
Surinam (1951); ;‘r*ﬁ (10;1),‘?.51 K (]”-1), Lhailand (1957); Wgung
(1950); Uizanda (1960); and Venozuela (1959), Daltimore, Yhe Johns Hopking

Press).
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in terms of comparative advantages of the member country ovex other countries,
Comparative advantage cannot be explicitly utilized when dealing with such
compler problems. The advisors would have to consider the availability of
all linds of mineral assets, soil types, inventory skills, and capital
equipuent, in addition to allowing for the changes these might undergo in
the country both absolutely and relatively to other countrice., The collec-
tion of such data is difficult if not impossible; yet without such data
comparative analysis cannot be undertaken.

Even where it was possible to obtain such data, various elcments arose
vhich calied for investments in directions other than those indicated by
comparative advantage considerations. For example, transportation networiks
and power facilities and capital-intensive irrigation projects may be re-
qQuired in some countries. Yet, these éall for highly capital~intensive
lnvestment in lzbbr-abundant, capital-poor countrics. Of cource, these
projects might be classified as social overhead, but this would impose
a further limitation on the universal application of comparctive cdvantage
considerations. Welfare aspects and interrelationships betweon varlous
activities resulted in diverpence from factor endowizentsy the marnitude
of investwent in cexrtain sectors vas fuflucnced by the necds of rhe coun-
tries, rather than by comparative advantige considerations., In iy in-
stances, investmants in the provislon of water and in opening up wew land
fof agriculture bad to be wade in countrices not: particularly well cndowed
with "natural resources."

Here we have an exanple of the weakness inherent in using siwple factor
ratios for the caleulation of cemparative cdvantuge. 7The classification

¢f natural resouvees undev the headings "1ond," "ecapital," and "labor"
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covers a multitude of sub-groups, each with different charateristics and

cach calling for a distinct pattern of investment.

Balance of Pnyments

Balance of payments considerations seem to have played an important
role in the alloéation of investment, although not necessarily as a result
of the maguitules of foreign loans. There was a wide variation in the
sizes of forcign loans, yet no apparent relationship betwecen them and the
degree to which balance of payments considerations influenced investment
criteria,

The need to service foreign loans was one of the factors behind the
missione' support for the expansion of the export sector in the case of
Surinam, Jordun, Upanda; Turkey, and Kenya. But comparative advantaze
played a role in the cases of Iraq, Venezuela, Hicaragua, Jamaica, Kenya,
and Uzanda. Yu Tanganyika and Kenya, the fact that the countiy in question
was in a stage of developent which culled for iuvestment in the export
sector wac stresced; here the missions felt that productim for tha foreign
market was a reguirement for economic srowih,

It was alzo found that smaller countries were forced to expand exports
to counter the iuecrcased dewnnd for iwports,  Small countric: necessarily
must have greater imports relative to theinr national income than larger
coumatriecs and wust therefore fry to sustaln a greater volume of exports.
Conversely, in larper connbyics, Kalin's proposition, the production of
Import substitutes, 15 an available policy altcrnative, sinece larper countries
are capable of sustainiug a lacge, divewsified market. Tu genaral, however,
balance of payments as a criterion Tov Javostuent was a Lactor in the
missions' suppestions not beciuse of the weed to service foreign loans, but

rather becuuse of the suructures of the cconomies fn question.
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Canital Accumulation

One of the strateglcally important ways to bring about an increase in
output in an underdeveloped country is to wake full use of unemployed,
partially employed, and undecremployad resources. Insofar as these in-
adequately utilited resources (mainly labor) can be set to effective work
in an cconomy, it becomes possible for the economy's output of consumer
goods and its stock of utilized non-human resources to grow simultaneously,
with the result that capital formation is accelerated,

Although many of the countries studied were in a position to raise
capital accumulation by utilizing underemployed labor, there was little
evidence of attewmpts to do so, except in the case of Ceylon.

The reports did not give much attention to the problems attendant
upor mobilization of an cconomy's underutilized resources, nor to the
possibility of devoting these underutilizod resources to capital formation,
This moy be explained by the need for prior investment in food and other
capital implements bafore the technique con be effectively used; i.e.,

such a process is not without cost.

The following factorswive explicitly operative in the setlting up nf
priorities. (1) Asriculture is given high priority primavily because it
is the basic source of foudstulfs and the divect oad indircet rouvrae of
gsupport. of the majority of tie population, in addltion to the fact that it
is the quickest weans for copevding the market and increasing outprt and
crports, (2) A11 the cdlosionsg 1 coprndued the vital role of the tertiary
sector in the developuwent of wny couutry imnd accovdingly assipned hiph aad

gometimes the hiplost prioxity tn it in thelr plans, (3) The nissions also
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recognized the critical importance of education as a determinant of growth.
Welfare (the expansion of food output) and general technological
consideratinns were given priority., It ic obvious that technolegical con-

siderations would rcquire some investments to be made before others--for
example, in arid arcas, expenditures on irrigation should precede cxpendi-
tures for land settlement--but such instances are likely to take many forms
and therefore do not lend themselves to gencralizations.

On the whole, the question of priorities is not resolved ¢atisfactorily,
The reports are replete with vapue statements. The most that one can de-
‘duce from them is that relatively higher priority was given to agriculture,

the tertiary sector, and education.

Capital-Output Ratiosg

There was no concrete evidence that calculations of capital~output
ratics played any part in the allocation of funds. Even where output: cal-
culations could have been made, there were other arguments to justify the
particular jnvectment. lowever, jncreused output played a large role in

the plans as a rationale for project choice.

Factor Intensily: Socinl Productivity Criteria

There seems to be little evidence to support any cluim that consid-
erations of factor intrusity or suciul prodnctivity plaved en important
role in determining the colection of projects in any of tke development plans.
Badameed Croih

Harket inadequacies are recopuized ws deterrents to industrial devel-
opment in &1l but two of the reports, owever, in no case 1o the Nurkse
solution of wutually supporting fudustelal projects soupht as a means of

enlavging the market. In the view of a1l the winsfous, expansion st
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depend primarily on the growth of the agricultural sector and agricultural
Incomes to provide the requisite raw materials, food, and purchasing power
for industry,

The reluctance of private investors to enter into production for
domestic consumption in underdeveloped countrics may be explained in terms
of the small markets open to them and the uninviting rates of profit. It
1s assumed that private enterprise and its corollary, the profit motive,
are present. However, inasmuch as we are concerned wiih state plans for
the development of mixed economies, there is no rcason why the profit motive
should play a large part in investment decisions. Thus, balanced growth
26 a result of market considerations is of somewhat lesser sipgaificance.
While the plans make provisions for secondary investment, none comprenensively
endorses an extensive range of spccific‘projonts. In cach case, the pro-
jects recoumended cover only a relatively emall number of areas which cither
are considered necessary for development ox are in ficlds pre-euptod by
the state.

Sectoral balance and interdependence, i.¢,, vertical and horizontal
balance, arc emphasized by the missions. This does not mean the adoption
of a progurim vhich pleces the sowe emphasis on cach sector of the cconsmy;
it means that, with!n the limits set by existing conditions, cach scetor
should be developed acconding to its importonce in the cconamy end accorde
ing to the contribution which it eould moke to valsing the ctondard of
living., %The differenses in the relative jmpostance sttached by the nis-
sions to the varfous {icelds veawiving developo it were for the most part
the result of differences in conditions iv the comtrices surveved,

The advisors? concept of batanced deve Toprment forthernors iuvolved

the balancing of various needs spaingt cach other and apninst the avallable
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resources. The wissions were particularly concerned that the programs
they recommended be within the capacity of the countries to finance without
recourse to inflation. And the same considerations which determined the
size of the over-all program likewise delimited the component parts, So
that wo difficulty would arise from insufficiencies of intermediate products
necessary to the final product. The missions insisted that a program of
development had to be comprehensive, integrated, and internally consistent.

Even though a country's economic backwardness is attributed immediately
to the incfficient manner in which its resources and potential time are
used, in a number of the reports this inefficiency 1s traced at least in
part to non-econormic determinants present in the social structure and the
culture of its population. The importance of education, health, aad
training is stressed. And most of the rcporis call attention both to in-
adequacics in public administration, the fiscal system, and the instituticna
provisions for the supply of credit and banking services, and Lo shortcomings
i the agriculturu), industrizl, cowmercial, transport, and other scctors

of the ccononmy,

Intercelotionsuips

As a corollary of the missions' esphasis on maintulning "balance" and
of their recopnition of the interdependener of economic phenemens, inter-
relationshlp consaderatio 3 were videly token iato accourt, They often

set limitotions wpon the advisors! freedom of projeect choice.

Ihe Case for ednsexialieation

Yoredon Tuedn Styecture and the Alacation of Tnvestment_in Plong

Lecause of the dnstubilivy to which these cconomics were subject, as

a resvlt of thele heawy dependence on one or two privary export comsoditics,
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the missions werc unanimously agreed upon the urgency of diversifying the
economic structure of the various countries they visited. It is not
necessarily "industrialization'" but "diversification'" of exports and agri-
culture vhich will make thom less vulnerable to developments in the foreign
market, The missions' recomhcndéticns do not necessarily invalidate the
theorem that Industrialization is the best means of promoting stability in
the economies of underdeveloped countries, however. Their cmphasis on
divercification might be explained by the fact that industrizl investment
was cousidered an area reserved for private enterprise and therefore out-
side the scope of the state's activities, and by the fact that industrial
developuent depended upoa prior developmenc of the agricultural sector fox
the requisite purchasing power, raw materials, and food. Tndustrial develop-
ment vas viewdd by the missciens e a leag-run goal vhich tha countries
rould cventually acliieve, but in the méuntime, the foundations had to be

laid dovm.

Population Density

Ve might expect to find the wmissions placing gpreater emphusis on
agriculture in conntrics with sparse populatiens and more stresaon industyy
in countries with larne populations., In densely populated countries,
however, the follosing factors rmust be tokeu into consideration,

(1) The porentialities for further development of apriculture aay be
substantial,

(2) Apricultural developient may be a prerequisite to industrinl
development, because of the need {or raw matecial and, more urpently, food.

(3) The warlet for industris) gonds may still Le too narrow, ond aprie
cultural ewpuusion way be ritical for roising incon? aud proviaing the

requisite purchniiug power.  Lu seme fustances (Bast Mrica aud the
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Caribbean), the missions called for & customs union. This problem ceems
to indicate that industrialization a5 a means of solving the population
problem may be available only to countries with large markets. Small,
densely populated countries may have to depend on agriculture (plus a
few Light manufacturing industries or small-scale lndustries) to relieve
the population pressure and on ezperts to pey fer the imported industrial
goods neceded,

(4) Substantial basiec services may have to be proviced before the
development of Industry can alleviate the pressure on the Jaad. The nced
to allocate a sizcable proeportion of development capital to the tertiuyy
sector will limit the availability of capital for the secondary scotor,

(5) The resource base may not favor industrial develepment in cempes
tition with establishad manufacturing countrics. High trausport enqta,
higher cepital costs, el Lhe lack of reduisitc skille, rav materials, aud
pover give the industrial countries a tremendous edvantage that is diffi-
cult to overcoue,

(6) Agriculture developmeut way be necessary to provide increased
employnent opportunitics.

In some repocte, industria izatiru 18 considered to be an essentilal

fuil==for the future--but for the present should remain sccondary to agyie

o

culture.  Too reports (Ceylon and Jriaica) explicitly state that industidel.-
ization should not be sepected to poovide ineronaed erployment,  The
Mulaya migsion, however, tukes the ovposite position,

In any cvent, the actunl invesluent in the secondary soctor is likely
Lo be greater than the soounts recownended, siace this sector of the ceonomy

14 considered to fall primarily under Che jurfsdiction of private caterpris..

There 18 not direct povemment dnvestacnt in industry provided for by the



-12«
misaions to densely population countries, except in the cases of Colombia
and Jamaica; instead, provision is made for the extension of credit to
private enterprize,

As for sparsely populated countries, in the report on Iraq industrial
investment was lérgely justified on its own merits or on grounds over

which the advisors had no control, such as...

. Industriel investment was recumaeri«l for Venezuela as well, for the
followlng rcasons: the stage of development reached by that country
justified|a relatively higher proportinn of investment in industry; and
this investment obviously should be made, cince 1ts purpose it to build a
profitable export Industry, to utllize Venezuela's natural resources, and
to open new cimployment opportunities.

However, the lirited evidence demouctrates that the absolute size as
wvell as density of poprulaiion could alfect a country's ability te iandustrial-
lze. Countries with szall populations, cven if densely populated, may not
be uble to develop a market of sufficiént size to support mauy types of
manufacturing, while cowntrins viith large populntions, even 1f of low

density, nzy be able to suppont such a mavket,

S Infionde Joductyy
All but reven of the mission reparts took a definite stund in favor

of smallescale industry. They ergued that this tyne of industrial structure

would ciploy recources in preporidons vadeh were in hommony with those avieil-

able in tho respective countiies, vhothar such industries vould be utilizing

guplus leobor, coonoudzing on pouver, Cranspovthtion, manageneat, capital,

wnd slkill, or opovatding on a seale snadl enough for the liwlted marvket

avallable.
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Non~Lconomic Factors in Resouyrce Allocation

The consensus awong the wissions' Yeports was that, in addition to
the presence of economie factors which impaded economic progress in the
countries studicd, there also existed attitudes,, social patterns, aand
traditions that prevented these countries from developing. Lack of confi-
dence, initiative, erd scien:ific curlosity; feelings of Inoecurity; re-
sistance to change; antiquated legal and political systems; and religious
influences-+all were identifiod ae typical obstacles to ccomomic growth.

The miscions recognized that economic development depended ot only
upon acquiring new skills and exercisi & new forms of productive accivity,
but. also upon more basic changes in social relations and even in the struc-

ture of a culture's values and baliefs,

Cultural Considerotions

Not much signific-nce ean be attached to a quantitztive evaluation
of the project choices in which cultural problems playcd a role, since in
most cases the arguwwnts based on cultural sspects were only a part of the
over-all rationale bzhind these choicen.  lLwwever, the necessity for
lvltiativg a process of culturzl change roquesiionably was used as g eri-
terion for the allocstion of capital In the counsries studied,

Tnvesinents may be wequired co ecraate o culcural ciwvironment con-
ducive to developnont or to deal with problursa pecullar o the reapective
countrics. Yor exmawple, in Vencuuela, subsidies are needed to overconme
the conservative natvre of the farmer and to induce hin to utilize od-

vancaed technology.

Socinl welfare covaiderations apparently played a role in the misslong'
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recommendations, in the form of investments in health, housing, and labor
welfare. Further, a variety of projects which could (not?) be supported on
economic grounds were favored because of their contribution to soeial
Justice. The use of this eriterion in project choices can be significant;

it must be taken into accouat in any comprehensive theory of investnent

allocation.,

Tolitical Considerstions

Tnvestment chojces motivated by political considerations secm to
kave been of minor fmportance. Among the possible explanations for thie
are that weny projacts whxe political considerations ceme into play were
edequately supported on econnwic grounds; that the advisors were reluctant
to admit the Influonce of such coansiderations on theiy daeisinns; or that

politicsl econsiderntions were simply not Jdecisive.

uplovrrnk Corzidevstions

While ciployascai wvas likely to be affected by some of the vroijccis

B

-

recoaneaded for dovestment, it ig by no neans certain tho: thesce offects
were sulljclently Leportost to hinve Inflocnead the direction of iuvestment

elgnificantly awey fren the envrse it would otherwice have folleved on

yment congiderations eppear to have played

other erowndse  du oencral, cnnlo

~Inoy vole o sn investrons oviterion,

An Vwaluctden oF the Pedative Toaortace

Az ve have scon ateve, core criteric--social productivity, factor
futensity, the crpital-ouiput vatio, coprtal accuralacian, aud compaative

advantopo-~were ol coanidered by mission veabers in recommending iavest-

ment obodees to the varlouws countries studicd, We rre therefoye laoft with
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the task of determining the relative importance of the remaining consider-
ationg--balanced growth, interrelationships, priorities, balance of pay-
ments, foreign trade, populati:a densities, and non-economic factors.
Some of these criteria, of course, such as balanced growth and interrela~-
tionships, are not amenable to quantitative measurement, while the quanti- .
tative estimates of others will overstate their relative importanze, because
of the variety of arguments usually uged for justifying a single prcject.
This is especially true of investments motivated by non-econowmic congidera-
tions: for example, investment in education for the purpose of chaaging
some aspect of a culture was elso supported on the grounds of raising skill
levels, or investmont in ifmprovemente of health standards were justified
by the nced to rvaice efficiency standards.

Lictuelly, it 1o virtually impossisle to determine whether cne cri-
terion wus more jmportant than z2nother, beccuze of the use of a variety
of greunds to suppott siugle projects. Monetheless, four factors cmergc
as being of major ivportance. First, there is the significence of agri-
culture for diversi{icaclon, balance of payacute, industrial develosment,
and vellare purposes.  Second, we hzve the intevdependence of econmsic and
of non-ceonomde phenomena.  Thivd is the importance of wzlfave consideratiums,
as excrplified by che ceohasis tha miccions ploced upen inercasing consumpe
tion and ocutput. Fourth, the missicns recornized thet develepment is a
slow eud complex process, because in an underdeveloped comniry, cverything
tends to hinder iupvoving everythiug elsoe.

Low Lizalth and education levels affcet productivity, but lew produc-
tivity munns.inuuffieicnf resourcos, hunan as well os matevial, for the
Jmprovesint of hestth and education steudards,  Loew productivity in apei-

culture vestricets the growth of industry, but the sinall domestic warket


http:iui.p-ovI.ng

«16=
prevents the adoption of modern industrial technlques of production &nd
distribution, and hence the sale nf industrial goods at reasonalbe prices=--
which in turn further restrict. the purchasing power of the mass of the
population, i.e., the farmers. The high cost of power and transpertation
facilities impedes economic progress, but limited economic development
inevitably wmakes for high costs in power and transportation. An cfficient
public administration ls vital to cconomic progress, but where there is
ignorance, poverty, and unemployment, there 1s glso o fafilure to appreciate
the importance of an independent, competent, and devoted government service,
as well as a shortage of persons qualified to perform the difficult and
complex tasks required for the implementation of an econouic develcpment
program,

All wission weports recagmized that the dynamics of cconomiec dovelop-

wenkt zre couplex and difficult to grasp, becsuse of the nuxber of nutuvally

tn

interacting variables, ox, to put it asnother way, the very wide range o
constantly chonging iunterrelationships. In a modexn ecconomy, the division
of und gpaciclization of labor cre at their highest degiec. While contri-
buting to inorensed pyoductivity, hovever, speeialization makes each
producer dipendent to so increacing estent upoa the efficiency of tlhousands
of other preoduters in ether parts of the cconcmy. Again and again, we
encounter cases vhnre inprevenent fn once sectoy of the econovmy is coatingent
upon fmprovermzug ja ove or more coither seetors; the latter in turn is tied

to a nusber of frctovs, including, porhevs, Leprovenment in governrant
adwinistrazion, vhich depends on stild othey feoetore, end so forth., Im-
provement in geperal health, for cmauple, depends upon improvemant in weter
facllitics, dier, housing, vnd sonitation, on comprelicusive canpaigns to

eliwinnte or coatrel cources of iInfecilon, and on better educatiou; each
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of thesc Jmprovements requires further complex and far-reaching changes.
Perhaps this is why, as many of the missions indicated, attempts to bring
about {rprovements rastricted io particular sectors of the economy have
met with only limited suzcess.,

To achleve results in a short time, it is therefore necessary to
achieve siwultaneous fmprovements throughout the entire ecconomy. As the

Colombia mission put it;:

By and large, the individuai segrents of the economy cannot progress
rapidly apart fyom the whole, and in the exceptional cases where one
segment develops at a rate very much faster than the rest, the result
is likely vo be a sovious distortion of the nation's economic and
social strucutre. It is obviouvsly difficult to achlove and maivtain

a high dcgree of cfficiency in a general atmosphere of inefficiency.

On the othexr hand, improvemonts in one scetor make izprovensnts in

other cectors casier...

Yiconomic development, the missicn concludes, consists in reality in the
breaking of

es.the vicious cirele of poverty, ignorence, 111 health and low

productivity...(fei) once the break is 1ade, the process...can become

Self"gen:‘l‘ating. . v/}

Thus, the migsiong' findings lead directly to the concept of balanced
grovth or iuterrelatiounships, which is a major feature {n their recom-
mendations:.  Thedr upproach illuctretes the rulti-facetod and complex
nature off the developnent process. The very fect thae such a variety of
objectives nay bave been operative fn thodr deelsion-mekiug proccdure
Indicates the pessibility that come of their choiccs were probably con-
flicting. Dovelopmant vequires investment in confliciing ureas end calls

fer cfforts to reconcile them,

The reposts testify to the foet that theeretical criteria can be at

4
See ...Coicobin..., op, wit., p.356.
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Lest only parL.La] guides to investment allocation. It should not be for-
gotten that cconomic considerations are not politically and socially neutral;
the non-econonmic consequences stemming from theirapplication cennot be
brushed aside by any practical planner. Economic development involves far
more than just ecouomic factors. The policy-maker who is concerned with
the total situation must therefore spply political and social as well as
economic critexia te attain the desircd objectives. This dilemma ic almost
nonexistent in the world of the private entreprencur, where choices are
based cnly on private objecitives. DBut when the state, with its object of
gecurity and stability, assvmes the responsibility for investment allocation,
the pursuit of conflicting roals becomes unavoidable, and social and pnl-
itical. judgments auvcomatically crecp in.

Ihe cnalicuge facing tiwe cconomict is to help the planner arrive si

some sort of workable compromise betweazn the chosen policy goals, the im-

plementation of which is econcmically defensible.

ional Critenricn

~dn Ober L
s of This Study

Based on

The findings sunowrized above indicate some significant reiationships,
and 1t is on this basis that we have ervrived at the procedurce outline
belov,.

Vhen formulcoting an investment plan, tche broad aim should be to build
up ag clear an iwpression as possible of the structuve which a porticular
ceconomy can be cxpected to wttain in thie long run., The structure would to
a laree extent depend on factows specific to that country. It would, fox
insteuce, vary betwveen large and small comntrics, betvween countyieg diffor-
ently endewed with natural rescuzces, and betvaen those with differing

progpects for population growth. Once the gencral patitern and d.il'nct:'.on of
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future development has been established, it is neceasary to ensure that the
development pace is adesquate and that planning for different scctors of
the economy 1s "balanced' and ‘:atually consistent,

First, a unit of final demend or a general area of development may be
determined or choseme.g., some industry based on some known resources or
because of balance of payments or output considerations or on the basis of.
some chosen welfare function.5 £ince increeses in national product are
everywhere important, a case could be made for the criterion of product
waximization. In the missicn repoxrts for Nigeria, Surinam, Guatemala, Ja~
maica, Jordan, and Venezuela, increases in output werae expected Lo result
from 75 to 95 percent of total expenditures, The projections chosen are
"key projects" which will initiate other activlity or are selected becauvse
of teclnical considerations, Linkage effects, or spread effecls,

A unit of final demand beocomes the basis for acriving et a figure for
the demand for intermediate gocds ond services and for capital gocds. The
latter demand 18 considered a derived demand, related to final demand by
the techinological cocfficients of preduction. The outcome is the growth
ef an interdependent market structure which atimulates develcpmont by
staisfylng the needs of immediate consumplbion, with an accompanying deepening
of investments in the copital goods sector (vertical balance). As the
cconony davelopa, demand will shife continuously, It ig thercforc the job

of the plannexe to visualiza the expected structure of future demand, which

i
The. velfare functien will deseribe tha subjectivae ranking or orderiug
of a nunber of relevant cconomic efifeets, in theis cconomie social, and
political aspects, accovding to some conception of relative importance. I[tg
componaucts will depend on the poals chosen by the state. These ave decided
cxopencusly, depending on the provalling soclal attitudes towird the welfore
factors Lnvolved, such aa the rvate of investment, the distribution of incoue,
ete.  These ave elements in the welfare function. they are interdopendent.,
which fmplies that o speecification of the target levels of any one ¢lement
Limits Che poseibie levels of all others. Uhe soclety 18 not completely free
torchoose all the tarpets. Yhe conflitt between the various elemenlts or

goals chozen way be tesolved by followlng Tinbergen's sugpestion.
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is highly malleable,

Or the plemncr could starc from a given resource base and build from
1t an interdependent industrial pattern. However, consumption patterns
wust always be kept in perspective, and therefore capital goods production
must still be considercd as derived demand arising from a pattern of pro-
duction targets for consurpticn ot some future date. The purposie of all
production is to meet final dcuand, And since a unit of cach output re-

v

Guires a number of inputs in quantiries which are known, it is possible to

ectimave the requircnents of intczmiédiate  inputs nccded for any given final
demand goal. In other wowds, to attain a given final demand objective, it
is necessary to have a certain cutput level in each intcrmediate and sup-
portiang acclvity. The approprizve levels of intermedinte outputs can be
calenlated, given the conificicare rou éach innut per unit of vuiput.

In the developuent of a beelvowd econony, there 1s often a high deprae
of physicel interdeperdonee smony projects wod also a substential nhysicol

crities). Tor exorple, o

laterdicdong of vorione projret ceovences (s

e

cxecutlon of o wulti-purpose river valley schene would be based upon the
Initial growih of sice!? cnd coe mtindustrics,  Leonoaic voxiiddng of the
schowae vould depend vpovr fhe crpecity avd vtilization of its component
uufts, sweh sy frrigotion, hvarselectviclty, cte, Ior c¢filcient vorking,
the toral sciieme must be cperoted 25 en interiinked chain,  The expansion
of steel end cemont few this project wast be based upon the winlng of dron
oxe, coal, liuertone, cte., aad these in turn may he linked with the en-
aiuccering industry, and so en. With vepard to project soquences, lrxipatien
canntls can be useful only after dom construction jo completed and the faram
bunds arce odjustaed to yesrive the water ocupply, Electricadd inestallotions

ond trcnsuad ssion lines around th area have o be coordinated with the
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expected growth of consiming industries. Hence, under planning, a sequence
of projects has to be borne to promote further growth from the selected
group of primary iuvestments, Projects are intertemporally dependent upon
edach other, in any given time period, as much as they are physically intex-
dependent (priorities and balance).

In this process of vertical expension, horizontal development must
not be ignored. In fact, a cettain complementary relationship must be
maintained between the two, if the process of development is to proceed
smouthly (balance).

Vemand must not be totally igroved, because of the dangers of infla-
tionary pressures crerting thomeclves as incouces risc.6 Bottlcnecks may
kold up operations--hence the nced to have some diypcrsion of investments

1. -e
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are neceded.  Poor health and housing conditicns may lover proloctivity
by canslng absontecism. A complementary relationship exists between the
vertical and horizontal sectors, and this must be maiutained (5ocia},
cultural, and ewploymenr factors).

This interscctoval dispersen may lowver the rate of capital socumulation,
vhich vill lover che rate of grouth, Accelerated prowth requires canitul-
deepeuing by promoting vertical) espansion.  Houever, this is not the totol
pictuuc, bacawse grouth will also depend upon certain critical teciadcal
conplaincnitavities obtained theouph evpronsion of  other sectors, such as

cducetion, agriculture, trensportation, ete. (soctorval interdependence).

The yapidity of ceononie prowth depends not only wunon intra-scctoral

)Consumptinn standards sre notoriously lew in wnderdeveloped countries.
Hot only is the total product cwall ta ohoolute torms, bt it roakes an even
poorer showineg vhen taken tesciher vith the wnequal d5seribulion of Incom:
and the size of pepulbition “hich shares jt. When the bulk of the population
Mves at such lew levels, it becomes inluenon to enorl pressure forv amore
savines by racthes Ciphtening of holts,
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concentration for capital formation, but also upon intersectoral dispersion,
and lack of the latter will not optimize intertemporal ecnnomic growth.

The outcome of this initial selection will be a group of interrelated
sets of‘investmenk projects, Each set is initiated by the original choice
or area of development or unit of demand. For example, an initial project
for a dairy irdustry will call for investment in transportation, refrigeration
facilities, training, pasture and Ffeed improvement, oxtension, marketing,
and packaging.

Once the output of the interrelated sets has bzen determined, the
choice nust be made. The costs and benefits of all these releted projects

should be considered, together with and weighed against the costs and

benefite of the alternatives involved., The decision will be made in favor

r

cets with

T
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resources are exhausted (sociel productivity criteria).

By fellowing thls method, tue probtlem of the proper imoputotion of
the effects of projetts which results from their interdependencs does not
arisc.  In the exwrple given, the benefits accruine  frem the interrclated
Investments may be regarded as sccondary benefits drpated to the roy proicct,
the dairy processing industry. Furthernore, this nethod vill winimize
the difftienlty of calculating the social product of some Investments. For
example, the covt of training way be fncluded, but 5t is not essential to
the raleulotion off final eutput, since it is an intermediate product, Soun
intevreloted invesinents ave likely to provide seavices for several key
projects (fovr eraaple, pouer facilities). In this case, only the cost jm-

putable to the key project should te added to its juput, If the key project

~ St e st dem -— —

’ . 4 - .
fee the section on socdal productivity criterin above.
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is the only one using the services of the intermediate project, then the
entire cost is imputed to it.

Within this frame of reference, decisions may be required regarding
the cholce of techniques. Assuming that the welfare functicn chosen by
the planner zims at the maximization of income and employment levels
in the short run and marimization of the rate of growth of the cconomy
over time, an obvious confliet arisecs. The puattern of development corres-
ponding to the first goal would be quite different from that corresponding
to the second, Yet it scems incumbent upon the planners to try to attain
both these goals,

The only way in which both goale can be achieved is by so expanding
Investnent in capital-intensive techniques thizt all surplus labor is fully
ahsorbed,  Botthie 4o surely an 4mpncsi;ility co ualimited amountc of
the sceree foctor, capital, do not: cuist in the cconowmy. This difficuliy
illustrates the core of the problen faced by underdeveloped countries, "o
attain full cuploymant ond mominum ouput and growth, the sct stock of
capital should be increascd rapidly., The following supgcstions are there
fore offlcred as mcans for achileving @ compromlse between tlose Lwo con~
Plicting goals,

Instead of using fncificient Jabor-intensive techniques o provide
crployment and create products whick could be moro economicaliy produced
by capital-intensive machods, the preduction of thosoe focds should be left
to the efifcicat canital-intensive methods, subjecr, of coursne, to the
Limit set by avadlable copltals Bowever, capital Intensity dn.a plant
mzy be redueed with saininwen undeaivable effocts on cconomic developmeat
by using Jobor-intensive techniques in the ancillary processes of produe-

RN
(9

tlon, while waintaiuing fhe wont Muondorn! techuiques ju the central or
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Prchensive and operationally meaningful, It also reveals the fact that,
as we probe more deeply into the problem of resource allocation, we become
increasingly aware of the inevlitable value judgments that must be made in
investment decision-making. There is not unique way of gauging the cextent
Or nature of the consequences that will follow from an investment act,
especially over an extended time period.

The importance of a carefully conceived investuout program in preroting
econonic developuent is wvidely recognized. Capital jis a scarce rerource
and should be used econciically, But neither the historical exporience of
the Western world, nor tradition:l theory chould be employed uncritically
as o guide to capital allocotien in underdeveloped countries. The fact
that the social goals and institutions of the underdeveloped couatries are
not the seue as thoce of the jndustrialized countries is sufficlent vecason

to nroceed with cantion,
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APPENDTX
In the body of the peper we have presented summaries of the ideas and
concepts used by IBRD missions as a whole. We believe that the following
excerpts from spccific mission reports will provide useful amplification
of the polnts raised. (ihz numbering of ﬁhis appendix follows that of the

peper).

Part JTI--Feoronic Considerctions

A,  Comnarativa Advantane

The reports contain fow concrete refurences to comparative
advantage. Rather, they generally cite sectors in which the greatest

absolute potential exists for the country.,

Guatemala

3

1

h
nu the

Tt o oin v
country core '"r‘anL 2l and that 1t is touard better ubs
of thece that the rost extencive developnant nust initic
dirccted., In novovd te industry, a2 significiat measurn of pregeess
is the eutent to vhich the products of the seil are processed and
transtor.od loenlly sato thnic wnrketable rorm. (Hoh;,ut the)
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rugged toporcanhy by o hampercd trensport and creusted such obotuclcs
to &1l tyues of develeomzzat that potentially pusauctive mreas ciill

remain vclatively lrcceessilble. (p.3)

1

The dvedeavacy of prescat facilities for transporiaticn nrcohobly

constitute; vla urau;u single barrier to the the cconsnic develop=
nent and cultural fhce cation ol the Repubiic,  (p.1372).

Thailsnd

eoothe darpgesi Cdovelopuens opportunitics ora...to be found in
primary production crpeciclly arvizsulture altliongh o wnre diversiliod
agricoliure luw b proscut, (0.4)

Upenda

Thae widor oprsatunitics Jor the ceononic davelopnoat of Uscada
in the coning veses 001 1ie Dn coriculfare., ot prontest gaiu in
rnatiounl duncome crn come Soon epricaltural development. (p.96)

h" ,r(*‘y"] 4]

Nigasda's cevncele developannt ael the faprovasent of 1ts

.
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living standards...depend largely upon the growth and progress
of the agricultural sector of the econcmy. (p.122)

D. Priorities

The missions generally placed high priorities on three types
of development:
1. First, increased output of essential consunption goods, particularly
agricultural, was given highest priority most frequently.
Turkey
Turkey:  Since per zapital inccme is low, the production of
low cost basic essentials should receive preference over the pro-
duction of luxury items.

Colombia

Ve are placing primary emphasis on the provisicn of those
things which have ccme to be considered the basic casentials=-
good health, adequote and well halonced dicts, education aud training

for a bettes oud wore productlve 1ile, and adequete housing end
clothing, '
Upanda

Ve recozmend that everything that is administraiively and
economically feasible be done in the next five years to increase
output in moufacturing, winjing, and agricultures-thc commodity
producing sectorz. (p.40)

Venesucla

In the case of Venezuela priowvity is given to the “commodicy
producing scctors". Because vith the slowdown in the growth of the
petroleva industey 'the momenvua of economic advante iucliuding the
provision of explovient opportuvaities will be maintained if sl
culture and manufociuring receise some exixaoncinary divect stimulus',
(pel:3)

Leylon

Priority nust be given at the present time to the maximizatios
of apricultural production.

Ceylon seeks Industrialization as a means of Lirproving the level
of living.

Kenya

Lonya will need to give most attention to its asricultural
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‘8ectors and its reiated services in the next few years because its
rate of growth and improvemants in the levels of living will cori-
tinue to depend in the noxt few years ahead primarily on develop-
ments in the agricultural sectors. It must therefore, be accorded
the highest priority in the allocation of resources.

Jordan

Agricultu-e accounts for approximately one half of total pro-
duction in the private sector. Rural prcductivity is low and unless
it can be raised, there is no hope of improving the lot of a sizeable
part of the population. The Missiona, therefore, gives filrst priority
to agricultural development...

Ira

Any development program for Iraq ust obviously put primary
emphasis cn agriculture. Over 60% of the populstion is engajed
in agriculture, and both industry and conmerce depend in turn largely
upon farming and animal husbandry. lorcover, larjpe iucreases in
output can be realized both by :alsing the productivity of livestock
end farm land already in use and by bringing under cultivation largs
areas presgently idle.,.

~ .
SUrITIan
——antn

Just over 50% of the funds 15 proposed to be davoted to agri=-
cultural development, since it is in this sector tlat public in-
Vestment is expected to result in the greatest increase in production.
(p.b42).

(The) anticipated increase in the gross national product...would
imply net only maintenance of the prezent level of per capita COMBUI e
tion expenditures but a probable increase in that level of about 17
per year. (p.79)

Jamaicu

The propren outlined in guccecding sections of this report places
priuvary cuphasic vnon aariculture.  In part this is o recognition
of the dowinant place of az-ieniture in the ceonoy snd its role in
supplying vaw mutesials to o sreving dpdustry.  In even greater part,
however, it reficeks the 19asion's cuenviction that the peteatiolitios
in this ficeld are far lorsor chan has cenerally boen covumed in the

e e
past. The land is Jemaica's chief astctee, (0 §)

Syxi:

——ean

A developmeni proprom fou Syria nust focus primarily on agri-
culture... Its petentialitios arve oidll large. (p.35)
Nicianua

i
et s e e

The wisslon considers it urgent Lo take steps botiv to lnerease
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and to diversify production. To maintain the present satisfactory
level of consumption inthe face of a fast-growing population, the
Program alms to increase the domestic output of the leading food
crops and to achieve a somewhat better dietary balance through a
more rapid rise in meat and fish production. (p.51).

Thailand

in absolute termg, the largest development opportunities are
likely to continue for some time to be found in primary production,
especially agriculture although a more d.versified agriculture than
at present. (p.4).

Nigeria

The encourasement of local food preduction is an important

measure of over all economic policy and a prerequisite to the success
of the proposcd development programme. (p.78)

In terms of public outlays, the two largest items of propoesed &n~
penditure ave for assistance in the plantingof high-yielaing rubber...
aud for irripation and drainage works to improve alrcady cultivated
areas developed miinly in rice and to upen up new lands for rice

and other crops,

Tanpanvika

The main development task in Tangonyika is to improve the methods
of peasant agriculturce and cattle keeping, or to transform present
wetlods and orpanization into systems nzrking more productive use of
the land. (p.51)

It i5 our wiew that in the present circumstances, investwment in
agriculture will bLring greater retuvni--in terms of expandad output
and incomes--thon cosmarable investments in almost any other sector
of the econcmy. {p.9%6)

Guatemala

~oothuie value of Jdomestic agriculcural production which provides
the liveiiliood of the population ie very small, therefore, first
priority should be assigned to increaced produrtion of basic food~

stufls (livestock, corn beans, rice, supar, oils, ete.). (p.81)

Soloubi

Raising the ctandard of living in Colembia is lacpely o matter
of iucrcasing apricultural productivity not ouly beecause it will
result divectiy in ¢ greater and wore diversif{ied output of food,
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fibre, and export crops, but also and perhiips even more important,
because it will release lubor for the production of &ther things,
Transportation is given priority because it will primarily facilitate

the marketing of conswrption goods znd open up areas for agricultural
Production. (p,360)

Turkey
The greatest challenge facing Turkey today is to make fuller use
of its agricultural morpower and resources by increasing productivity
of both land and labor.
2. Second, the tertiary sector, and cspecially trmnsportation, was
considered very significant.
8. In some countries the missions found well-orgenized systems.
b. The wmissions placed high priority on the development of!
transportation, power and cowmunications in those countirics lacking adequate
facilities,

Cuba

To a degree feound in few othaox parte of the werld, Cuba pogsesse
a large and vitally important assct in its railyoad network... (p.241

Leylon

Ceylon has u faiv bosic system of internal transpovt ond good
sea and aiy comections vwith other countries... (p45)

Pigexia

Nigeria's transporvetion system ie reasonsbly adequate in the
sease that thore ave alveady extensive focilitive and Lines of
cenminication. Lt 18 nol cdquate Sn the sease of beins sbie to move
prowptly, and ab seasonsble vost, the prasant volume of troffic, let
alove the jnerease wnticipatad duping 1355-60. (0.78)

Yenazuelo

seothie basle foacilitics in those sectors (transvorLuation, power,
and cormunications) neco-wary fow supporting o high xote of cecenomic
growch and acliieving the oibion objrotives of Che program ure already
in an advineod state. (.02 Thus, the mission recoraemled a reduction
i the Level of dnvestront in busic ceonomic overheads,

Ugonda

Lpyovea conmtmieations have bound the country closer fogether
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end brought more and more of it into contact with the world. The
transport and communications syscem is now well developed in relation
to the present nceds of the economy. (p.21)

Libya

«eathe dispevsal of a small population over a very large are@...
calls for exceptionally heavy per capita expenditure on transport
and cownunications... (p.7)

Malava

The viession 2leo recommended the grectest government lavestaent
in basle services iicluding transpert, cowmunications, and power.
While thzse services are reasonably well developed, they must ge on
expanding to keep pace withthe growth of the economy. (p.47)

The rugeed zid broken topography has hampered transport ond
created such obstacles to all types of development thal potentlially
productive areas otill remain velcotively inaccescibla.  These seame
facters tenrd to pervetuate the cultural icolation vhilch continuns to
characterize large copaents of the rural pepulation of the Republic,
(p.3)

Lt is poepevally recopgnized that the developicent 2f transport and
comzunications jg one of the wost urgent nceds of Syria.

Cole bl

o———

e thia veriovs transport systewms in Colombia cre not now capable,
eithey singly ov in combination, of gerving the coutry's groving
nacde cacauately ond ov zeascnalle cosl.ee

Mesieo

The Mamican Worlking Yarsy desaribze the Momican »ailroads as &ees

major L podiment to ceonowice growth, (0.95)

Tuvics

e o~

mloufficleney of chean trouspors: fascilities has bzen an
obstacle to Turkey's cconowmic developirent .

J. Third, educztion wvas given high priesity iu a nuibor of countries,

Lilva

eosd country's vhola develoemrent effort nay be hold back by
shovtares of the vore edvancad sl2illac.con ncvte loack of technieians,
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professional people, and adminisctrators {n every field of economic
activity. No matter how much money is availabie...development can
usefully be pushed no faster than the gupply of properly traised
personnel to administer and execute it., That is why the Mission
Places so much importance on the expengsion of facilities for technical
and vocational training and on programs of adult education, (p.252)

Ceylon

In mere numbera, then, Ceylon's labor supply is large enough
for a substantial expansion of production. The real problema in
the field of human copacities lie in the efficicncy end robility
of the labor force, and in the enterprise, knowledge and orgenization
required fox the job. {p.33)

Jamaica

By all odds, the improvement and extension of education talkes
first priority omong the social sexrvices. lMore education, provided
1t i the right kind, can help people to beccme more efficient, to
improve their health, and to develcp the civic consciousness and
community spirit so essential to cocperative self-help., (p.116)

DUpandg

The lileclon'e progrom is to give top rriority to increasing
gccondary snd higher educution to nyoduce the ey personnel which
a ceveloping and independent Ugenda will need to lay the grounduork
for a further cupansion in cducetion across-the-board in the future.
(p.113)

Teuya

To prowote growth, human wezouzces will need to be well utilized...
Heavy atress must be pluced on cducacion and training for participation
iz a moderaizing cconomy... (D.2)

Cuba

o other rerource iy o Importont in the economic progress of
& natfon ag its humen icsources, end ceducaticn i the principal
tool by which Luman rescurces are ivproved and developed. (p.403)

Turloy
It 1n apparent even te the casuul observer that the educational

base of Turkish soclety ia not wot adequate vo support larpe~scale

econond.e dovelopment, pavticularly inductsialization and mochanization...

(12.270)

[t &

The Mission's approach in the cducational field io one of the
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most important means of raising production levels and living standards
and thereby assuring the economic health of the country. It is for
this reason chat the Mission has given it a high priority in 1its
recommended projects for develooment. (pp.423=34)

Spain

In order to expand and modernize the economy the Spanish Govern-
ment is expecting substantial sums to be devoted to fixed investment.
However, such expectations will not produce the desired resulte
unless proper attention is also given to investment in human
resources, since the supply of skilled manpower will be an important:
factor in determinig the rate of economic growth. (p.389)

Venczucla

The Misslon is convineced that governinent expenditures, whether
current or capital, to expand and improve the quality of the
education of the Venezuelan peoople rank emong the highest priority
expenditures the govermment can make.

Tanganvika

A major and inmediate call on the limited resources available
Ta

to the governmant of Tanganvika is for the cxpanzion of secondary
and higher education.

Colombia

The introducation of mass rural education ig...0f the utmost
economic significance. (p.543

Nicarapua

Expenditures to improve sanitation, cducation, and public Lzalth
should, without question, be given first piiority in ANy progran
designed to increase the long-range growth and developmient of the

Nicaraguan economy,

2. Balrneed Growth

L. Implicit and explicit assumption made by the theories of balanced

aud unbalanced prowta.

Balonced Gronth Unbaleaneed Grewth
1. Blastic copital supply and re- 1. Inclactic capital supply and
latively less Llimited avallability velatively limiced availability
of résources, of rxesouices.,
2. The inducaowent to iuvest is woeak, 2. The ubllityto invest is

agsunied dg exitfont (Hlrosclman, p.49).

3. From #2 follows: the Llack of 3. Little problem regavdlng Lhe
cntyeprencuns, avallebllity of entreprencurs

: (Streaten, p.li0),
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Balanced Growth

4. The availability of entre-
preneurs does not guarantce socially
optinum allocation of resources.

5. Because: a) tha economy is
stagnating and is characterized by
ineffective permissive sequences;
market forces and the price cvstem

b)

will not leadto an allocaticn of resources:

¢) divergence between social and private
benefits.

6. The above factors are caused by:

an undesirable pattern of iucome
distrivucinn; b) a crucial zole assigned
to externzl economies and to the
interdependence of the indusvrial
structure and the different sectors

of the cconomy.

7. Eccnomics of scale can be used
as an ergument for balanced growth.

8. leed for a "blg push" to overcome
the "low level equilibriunm trap" because
of population growth,

9. There can be balanced growth with-
out the "big push',

10. The time perspective is not
defined.

11. A development plan,

12, Therefore a crucizl role is

assigned to the State,

13. The rolec played by international
trade i vaguee-=hut warning againet its
hazouds.

14, Trem #13 4t does not follow that a
balanced developuent plan will net
emphasize comparative advantages as a
criterion Hr Lluvesinent,

15. The recopnition that cconomic deveiup-
ment io & multivalued goal.

16, Ceoumplemenltarity gmong conmndities i
dominunt in both producer aud consumer

-9-

Unbalanced Growth

4., Entrepreneurial investment
decisions will lead to zn optimum
allocation of resources,

5. Strong linkage effects and
effective permissive eequences
(Streeten, pp.)83,190; Hirschmen,
P«7). b) iIs the cxact opposite
of the rival theory. c¢) No
divergence between social and
privatc benefits.

6. The above factors are
caused by: a) a given income
distribution which doeas pot
need to be changed; b) external
economiee are not assigned a
gignificent role in invegimentc
allocaticn but can ba used to
suppert unbalanced growiha.

7. FEconomies of scale esteblish a
case for unblanced growth,
(Streeten, p.177; Scitovsky).

8. The country offcete the eileceo
population increases (Hirschim,
p.182).

9. Identificeation nf balanccd

growth with the theozies of (L
"big push",

10. Short tiwme horxisou=wbalancad
growth achieved in tha loeng e
run (Struceten, p. 176).

11,

12. A predowmilnantly private
enterpyise econony~=increased
functions by the State freimerd

upon.

13. Dependence on international
trade (Sceiltovsky and Streeteu).

Fo development plan.

14. Dimbasids on the doctrine of
comparutive advantapo.

lSc Is;;.m:(:(l.

16, Compleomentarvity establishoes
Che Linkage eficets (uued po oun
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Balanced Growth

16. (continued) demand (used as an
argument for balanced growth).

=10-

Unbalanced Growth

16. (continued) (argument for
unbalanced growth).

17. No assumptions regarding the 17. Monopolistic and oligopolistic
competitive market structure, market structure (Hirschman).

18. The stage of development the 18. Rclatively more advanced
countxry is starting frome= stage than that taken by rival
ambigpuous, theorists.

19, The welfare function is not 19, Presumably the rate of growtl.
defined,

2. Agricultural development was generally cited as a prercguisite
for balanced growth and market expansion.
Ugenda

Industrialization must have markets in which the goods they
produce are bought before they can be successful, and warkets mean
congumers must have money. In Uganda, the industrics can only grow
at this stage as agriculture prospers, As purchasing pover grows,
g0 will the dcmand for manufactured goods, to the point where local
production of additional comwoditics may bacome viable. (0.271)

Turkey

sesprogrese...depends largely. on increasing the productivity
of agricuvlture end thus raising the income of the farmers. (r.230)
Colombia

ssoeralsing the stendard of living in Colombia is largely a
matter of inereasing agricultural nroductivity...not only bocause
it will result dircctly in a greater and more diversified output of
food, fibre awl export crops but also, and perhops even inoie luopowtant
because it will release labor for tho productiion of other things.
This deuble guin has been the underlying cause of the rize in Living
stondands fn all economically advonecd countrics, and it shounld fonn
the basis of cconemic progress In Colombiage.. (p.360)
Cubn

eocapricuiture 1o the basfe Industry of Cuba, and certainly
the natural enc...Fundamentally, the growth of Cubas' indvstry,
transport and wmany other activitics nust hinge vpon §till further
ugricultural development and divevsiijcabion... (p.01)

Renya
The Mission belicves that inercaved output of primexy products

will have to provide the basis for an exoansion of the ecnnony as u
vhole. (0+23) '




-11-
Ceylon

Priority must be given at the present time to the maximization
of agricultural production. (p.58).

(For it)...offers the greatest avenue to an increase of total
national wealth in any near future. It must set the pace in tomorrow's

development, even if other activities may in the more distant future
come to rival it. (p.14)

Irag :
Conditions, however, are generally favorable to further industrizl

development, An cipanding agriculture should provide more materials,

such as fibres and oil sceds, for processing and when the standard

of living amcng che rural population is raised there should be a

groving domestic market for industrial products. (».33)

British Guiena

Industry 1o closely related to agriculture and forestry since
it is primarily congaged in processing the colony's main agricultural
and forest products. (p.339)

Jordaa

The progeres made in agricultural and mineral development will
piovide new epportunities for mnnﬁfncturing entexprises, not only
dircetly but indizectly by generating additional purchasing power
end thue broadening the murket for consumer goods. (p.l9)

Syria

A developaoent program for Syria must foecus primarily on agri-
cultuie. Despite the erpansion of manuiacturing, agriculture will
contanue to be the country's principal industry.

Thailond

Experdence indicatee, (however) that indugtrics directly based
on Thailland's natuzel resources are Lilkely to expand almost automatically
&6 agricultural development proceeds, (pp+94,95)

Jamaica

The proprim outlined s tucceeding sections of this reporv places
primery emphasis wpon agriculture, In part this js a recognition
ot fthe doninunt place of Quricudture in the econcmy and 1ts role in
supplying raw matcerials to i piowing industry. (p.8)

Libya
The future of industry in Libya will be greatly infiucnced by

twa factors~-the pronrasy of oll uperations and the development
of Libym sgviculture. .,.Agricultugal axpansion likewise s Jdmportant
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both because it i3 needed to supply raw materials for the processing
industries and becausec increased farm income will provide a larger
market for manufactured goods. (p.182)

3. The interdependence of, and balance between all sectors received
considerable attention from the Missions. Sometimes this was explicit,
but occasionally the Missions mercly implied a need for the "big push"

to break out of 2 vicious circle of poverty.

Ceylon

As much as possible new industries should be chosen so as to
improve the cconomic stabllity of cach cother and of existing ones.
This means absorbing muccrlals from each other, supplying the market
with couplementary products...ete. When industzies ave allowed to
spring up by thewszlves, thoy tend automatically to fona an intricale
pattern of nutual Jepcndence and gssistance.

Truc econcmic developmeant cemes about through balanced parallel
achievensnt in various deparcments. A few spectacular projects in
one field or another will not accomplish it. (p.121)

Tanpanila

While some expaasion of manufacturing for export cenm be fove-
seen. .. the scope for Futher dcve‘opmcnt of maaufacturing is deternired
principelly by the size and nazture the donuzstic WMJL”Le (T 232)...
ond its cxponcion must depend prlmarily onthe grouth of agriculcural

incomes., (p,a33)

Nicnrrous

eredgriculture i« thﬂ nainstay of the nation's economy...bpris
culture production rost edpund 1 the countyy is to proJress end
carry out un over-nil dcv;lapn‘u: proyren. {p.2%

Rendom developsent of judividual indusuries, without thoupht of
their intcrvelationciip, can be vesteful of resource end can somztinsd
place buudons upon the people greater thaa 4f thzy had ne induseries
at all. (r.31)

Jdinnden

i

halfemecsures vill not solve the vreblems of the fultze,..Lf cwploymant
is to be found for a larger population and thie POLLTLI"l TEesSOurces

of Jamaico ave to ha trenslaied into real ‘ncome, far wovs must be
invested than in ele: part.

The vicious civele must be broken; ewd thic cen enly be done by
an investoont proovos finsneet to a eonsidereble extent by private
copltal foovie and public bovoouing, abroade (0.06)

The progran must thereforse be reparded primarily as projecting

There ave cowyclling reasons for a propram of this sinmes 13 Sadd
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lines of advance which can be followed more rapldly or more slowly
as clrcumstances dictate, provided alsways the balance among its
components is approximately maintained. (p.7)

Mexico

The Mexlcau Uorking Party cxpiessed the hope that ",..Mexico may want
to abandon the project to prcject cpproach to economic development
and Iock at the orgenic whole. (p.151)

Turkey

(We deplore)...Turkey's past concenttation on large projects
vhich benefitted only limited portions of its population. (p.275)...
(and which) contributed to an unbalanced economy and to sporadic
end localized development. (p.275), &nd declaored itseif in favor
of..va varinty of snall projects epread widely over the country (m.275)
arguing that...morve modest and move disperesed efforts which dirzcetly
end immediately affect the people as a whole will provide a more
enduring foundation for rupid econcmic development, (p.275)

Taneanyilos
cenanyila

The task of the Miasion,..was,,.t0 consider how these (resources)
might test contribute to a balanced prenraa of soczial and econonic
develcguent, to meke neconw-ndatiouns for pracrical weasures to

further cueh develoymont.., (pevii)
Bigeria

The progromne is an integrated one: the component parts com-
plewent oud svoport cach othere. Development in one scctor affects,
end is in turn affceted by, developnoat in others.

Jibya

The malinteuznes of a veasonable bilance betwveen these o types
of invesin._nt {cconcxnic and social prejects) is nue off Lhe najor
problems focing the govericent of every vaderdeveloped country, (p.05)

&)

veoit eoveful balonce mest be established between tlie public and
private caccovs and within each secter ou the brals of the functions
to be perforred. (p.l0)

Nicararua

Proposale for the formotion o vew fndustrics have been granted
to expocted dneveases In cpoclendiur ) production and for invertoent
in pover, o the need lor new dndecerios and onticipetad pgrowth of
the vrben populstion. (p.8) oot Dotancod plan taldag intv sc-ount
the necds and potentials fn 0l) ccctovs of the cconomy. (p.7)
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Guatemala

Any realistic effort involves treating the problem as a whole
and not in disconnected parts. Better methods of crop production,
livestock breeding, disease control, and marketing cannot be learned
by people who are illiterate and who have no clear conception of the
conditions of the outside woxld with which they have tc deal as
purchasers and sellers. Progress in education is dependent upon
improvements in health, nutrition, housing, and transport and vice
versa.

British Guiona

The coordination of the developuent projects with thosa of other
departments chould be ouvgpanized in such a mauner that esseatial im-
provements in all f£ields «rill be harmonious and legve no gppreciable
interval between the completion of interdependent deveiopuents. (p.320)

(Colombia

We have interpreted our texms of refercnce as colling for a
comprehensive and internally consistent progran. Lather thaon wmerely
a series of discontimied rccemmendations. ...wo¥ce over, the princinle
irvoived in this approach, that the attock on poverty muat b coondiue
ated on meny fronts, ail elosely interdependent, is wwre ivnorwtant
then any of our particular findings ow recormendsticls.

T1¥-~The Cone For Industrialization

A, Toreien Trzde

Domestic instability arising from fluctuating world prices of

o

primary commodities, and lack of growth potential, freguently led the

TERD Yiesnicns Lo cdvocate diversification. In many coses this recormendation

was

gapivalent to Jondustrialiuntion.

cColovbia's forelen cconomie pusition, vhile currently very
favoreble, is at the save tipe vulnecable, It s ifwprudent if not
actually dennesons, for a countyy to tio its fortunes so clonely

to those of ¢ single cowncdityese (P.L82)
Britich Cuiszna

Tt 4o clonr...that in planning the countrv's long term develop-
ment, opecia) attendion pust be pald ro ponsLbilities ox diversification.
veortnemch 15 necded. . cvo.,diversify production in order to woduce
Brltish Guiana'y dependence upon two principal crops. (p50)


http:i3rI.t.i.0h
http:betwc,.en

Thailand

There is every reason to conclude that (the country's) resources
are...adequate to pattern of growth which will contribute to greater
economic stability through diversification of production and exports
(p.4)

Guatemala

Coffee production is the one activity in which immediate action
can be expected to provide the necessary financing, nct only for
agricultural development, but for development in other sactors of the
econony as well, Like many other thi-gs in Guatemala, the whole
investment program preparved by this Mission is dependent upon incrcosed
returns from coffecz. Such emphasis on coffee need not in any way
interfere with agricultural diversification; for, in view of the
varied resources of the country, diversification is both possible
?nd dgsirable to mitigate the effects of fluctuations in coffee pricce,

p.28

Venezuela

In the course of the analysis, certain weaknesses bacome Gpparint
«s+&a dependence on oil as a source of revenues and foreign exchange,

st maior objecitive must be to enable Venvzuela to redice ita
dependence on petroleum for continued growth. The principal reason
for government adopting this objective js that petrzoleum ig a non-
reproducible natural resource whose exhaustion must be anticipated.
Tn the Micsions's opinion, a more compelling recason is the fact that,
alternative low-cost sources of petroleum supply are being develepsa
&t a vexy repid rate in other parts of the world. There is also tho
possibility of the development of low=cost alieruztive souxces of
energy, Over the long run, these factens wmight make Lt didficult
to expard Venezuelan petroleum output or, more important, make 1t
difficulc for the Venezuelan cconomy to enjov lesger weiurns f£ron
the industxy, In the face of these visks, Venezuela secks cconomic
diversiiication even, if necessary, at some onst in terms of current
income. (p.12)

Renya
The marlet outleol: for meny of Lenya's exvorts ia ulso un-
favorable and may westrict the poosibllities of expauding incomes cven
1f output increcases. (p.43)
(8ince) tho general nutlook for international trade for Renya
presents a seriousg obstucles to a rapid increuse in the level of
Kenyan incomes...the best stratepy for o country like Kenya,...would
be to diverzify...In addition...Kenya chould strengthen her trade
drive in o21) markets that are still accessible, )
Sceondly, since tho scope for incraunced export earnings is limited,
we would recommend thav a major cwphanis in agricultural planning be
placed on fumport saving. (p.73)
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“Cuba

u

The Cuban Missicn described the island as a ...one crop export
economy.,., with sugar exports the great independent variable in
the econormy. The Mission notes that Cuba is the marginal supplier
both in the United States and world markets and that: ...except during
World War II and some cf the postwar years, these markets have been
quota-controllad and tariff-protected to the point where any further
growth of the Cuban sugar industry seems cut of the quaction...
(Thus) .,.despite Cuba's prescnt prosperity, the underlying situation
is unsound... (pp.727,728)

Ceylon

«s.cessentially.,.most of the cconomic eggs of Ceylon are in a
very few baskets. The fortune of a few agricultural export comzodities
in world markets has bocome the niost important single determinznt
of the year to year material well-being of the island... The high
degree of specialization in agriculture has brought large foreign
earnings but with them corresponding ricks of ingtability...{(pp.13-130)
Unlike the other Miscions, however, the Ceylon Mission found that in
practice the economy of Ceylon had not suffcred as much from instability
as the structure of its economy, would have indicated. This the
Mission atiributes to the steadying influcnce exerted by the comparsiively
stable value of the predominant fiea exports.

Turkey

...nLthouLH Turkey'!s-foreign trade...omounts to Jess than 107
of thc country's n”Llnnal income foreign trade is vital to the aczonony.
Turkey's peneral secif-sufficiency in foodstuffs and modest standard
of living mzkes it possible to keep imports ot a relatively low level
but some essentail consumey goods must be imported znd the econcmle
developmont of the countiy requires imports of escential machinery
end equipment... The distlnetive feature of Turkey's cinorts ian its
heavy relinnce on four covmodities, tobacco, cotteon, nuts ond xaisd
With the czecption of cotton, these commodities ave of a semi=iuucy
character and arze particularly wvulnerable to poor buciness condilions
in import countrics.e. (p.229)

Malava

While contributing to Mulaya's relatively advantapcous cconomic
standavde, specialization in rubbcr, tin, entiepot coomerce and
velated cconowie activity hag slso had the disadvantore of croating
a conslderable element of Instability in Malaya'ls ceconendce stiuccure.
This arvises out of the fluctuating fortunez of rubber and tin...

There ave in addition longor-run cecononic uncertoincres associated
with the specialized character of the cconumy due especiolly...(to)
the development ol the synthetic vrubbar,.. o the longerun teclinelopical
cconomive in wourld tin h{l.,“LL‘DH- veollie Fluctuating churacter of
the ccovony contributes to the marked prelerence for reasonably Liqudd
shori-teym, as dint Ln-;f. from longer-torm investment fhiis adds to the
difficulLy and cost of obtaining long-tevim financing. (pp.l9,20,37)



Uganda

Cotton and coffee incomes have in fact been a more decisive
| factor in the economy than the levei of public expenditures...the
| Point has now been rcached when the full impact of the reduced cotton
| and coffee incomes on the level of public revenues and expenditurcs
is being felt., ...Since 1956 imports declined as a result of the
fall in Uganda's purchasing power abroad as a result of price declines
in fts cropy.

Nigeria

In Nigeria the well-being of the economy w&s sensitive to changes
in vorld market conditions., .:-°

B. Population

Several Missions recognized that both total population and its
density affected any proposition favoring industrialization.

Britich Guians

2 ; pe f pension of gecondary indnstires, it

| 8 unlikely that there will ny major industrial dovolopment o

| the fowcsccable futurey the fnternal market is too small... loxcover,
there is ¢ lack of vaw waterials and pover for major industries...dcvelop-
ment therefore, fox wauy years to cowe must mainly take the course
of the expension and diversificstion of primary preduction in which
tha colony enjoys certain cemparative ad antapes. Major nublic
lnvestments are wecoumended in the €iclds of agriculturze and of franu-
port and coummunications, waieh together would absoxb 7i% of the
developaent: funds.

Hhila
.

thero is ecope
1

Jordan

| High transport costs have yrecluded any industrial c:zaension
requiving ivported raw materials and a mavket sbroad, aithough
at the sume time the protection they huve afforded hae cuecated
rvelatively fSavorable conditions for industyies processing local raw
materizlys o be gold yithin Joydan.
Colonhin

The one factor fhat limite the growth of large-scale modern ine

dustry in Colombia mdre than any other lg the limited size of the
domestic mankets Not only ds it difificult to push speeialization

end the division of labor where the market o small, but in many
fielda it is actually uneconomic to attempt production, ..

Toanganyilia

WWhile some expansion of manufacturdng for export can be forescen
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mainly in the form of processing of domestic agricultural
products...the size and nature of the domestic market,..(will) set
an outside limit to the expansion of manufacturing,

Ceylon

Diversified industrial growth, while not as urgent as increased
agricultural production, is essential to Ceylon's ultimate development
«+o(but) An industrial community cannot be created overnight...Efforts
must be started inmediately to widen the base for industrial growth,
even if the major developments are expected to arise much later.

«+sthe role of indugtry,...oust remain secondary so long as the
land is not well utilized and the isgland cannot yet feed its own
peopie,

However, false goals should be avoided if progress is the ain,

An outstanding example is the popular error--ro more common in Ceylon
than elsewhere--of cailing for more industry as a means of providing
employment. Of course it provides employment; but this is not its
primary objective. If it were, then the most inefficient and un-
productive industries would be the most desirable...biryth control ig
the solution.to the problem of overpopulation. (p.790)

Jomaica

We have sought to survey objectively the prospecis of the
manufacturing industries, those vho look to manufacturing as thoe
principle source of Jumaica's ecancmic galvation, may be gomevhat
disappointed with our conclusions., We expect that marumfzeturing will
provide increasing employment but only as the industrial cznericnce
and skills vhich are still largely lacling are gradually acquired...
Jamalca cannot expect to convert its manpowey potential quickly into
a vide range of manufactures which will find a reredy foreipn maixket.

We are convinced that with the proper development oi Jamaica's
agricultural resources...population pressures will be gsomewhat
welieved, ...only an asbitious Program will meet the ncguirements.
It must give a decisive impetus to the development: of apiticulture,
and must ba capable of arresting the flow of population to the eitics
and lifting the ctandard of living of the farming classca.

lalaya

In Malaya, the Mission stresses the Importance of a steady and
substantial expansion in industrial employment opportunitics £ living
stundards ave to be vaised or even maintained, However, the
possibilitics for the establischment of large new industrial enter=-
priges scem limlted because of the comparative lack of buasic raw
materials for heavy industry except for iron ore, the domastic wmanu-
facture of which is handicapped by location, very hieavy capital re-
quirements, and the absence of metallurgical fueleg and cheap power.
Rubber nosmally paing in wedght and bullt in the course ¢f manufacturo
and dtg industrial posslbilities are therefore largely confined to
donestic and jmmcdiately neipghboring markets. Tin and lumber zlso do
nol ofifer promising prospects.
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Malaya's industrial development in the future seems likely then
to follow the pattern of individually small advances over a wide
range of industries catering chiefly to the domestic and heavy maikets,
«eothe agricultural sector should...be developed as fast as
possible to contribute to the demands on output and employment made
by the growth in population. (p.77) '

Partt IV - Non-Economic Factors in Resource Allocation

The iBRD Missions have not been unaware of non-economic obstacles to
economic development. Their reports contain numerous zeferences' to certain
attitudes and social patterns unfavorable to economic progress, Further-
nore, tke progrems developed by the Missions usually presented proposals
vhich were designed, in part at least, to bring sbout the desired changes.

Nicaragua

Without exception, the Mission found that in every sector of
the economy high disease rates, low standards sre the major factors
iuliibiting prowth of productivity. Farm mechanizaticn, improved
transportation, and medern industrial machinery will increase total
production, but there is a limit to such increase without a bacic
improvement in the health, the living conditions, and the productivity
of the country's limited manpower. (p.22) '

Geylon

The chief difficulties in the way of effective use of human
cepacities for economic development are to be found in the wide and
complex ficld of interests, motives, aptitudes and cultural background.

Feonomle intereste and motivations are, of course, important in
Ceylon as elsewhere, but the expression has largely follewed well-
defined paths established by tradition and heredity, As in most undei-
developed arcas, the economy has been too specialized to favor a
diffusion of attitudes of curiosity iun the scientific scnse ox to
give scope fox a genceral hoblt of businesc enterprise and innovation.

Religious forces are pouverful and have undoubtedly excrted a
consenvative pressure, The influcnce of the caste systom, which
Ceylonlong ago discavded as a forual social styuctuce, has lingered
in a continulog disinclination to cuter neny non-agricultusal
occupdtions and a tendency to avoid job changing, Political subordin-
ation to foreisn powers for over three centurjices inevitably led to a
habit of cipecting major deecisions to be taken thousands of miles
avay, and to a corvesponding lael of responsibility and initiative
except in the strongest wioded, .. (pe54)

The Mission peints out that such a dominunce by tradition produces
the following results: (a) a videspread reluctance to depare from
estublished voutines; (b) a conspicaons shoxtage of ordinary business
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Initiative; (c) a strong desire for the security and status of govern-
ment employment and a dislike of work involving direct contact with
the soil or the exercise of manual skills. (p.55)

These phenomena, the Mission conclues: «».constitute a set of
#ocial obstacles which stand in the way of Ceylon's progress. Most
of them add up to a social attitude which, if it persists, will
inevitably reduce the benefits of improved physical resources...(p.57)

Guatemala

»ooThe cultural isolation and the defensive attitude of the Indians
remainders of thelr hard experlence in centuries past, constitute
one of Guatemala's basic national prcblems. The main contribution
of the Indlans, mart from their subsistence agriculture, has been
to provide a labor supply for the Jaye coffee plantations at harvest
time, This they do without enterprise or enthusiasm... (p.7)
Integratimof this population into the country's ecounomy, the
Misslon points out, is the central problem of Cuatemala's economic
development and a prevequicite of long term economic progress.

»s.Before any plan for cconomic development can work successfully.
certain conditions must be reasonanly favorable. These concern the
habiits and customs of the peoplatiths

admindatrative prachice and
attitudes of vhe government, and the lews of the country., Together
they make up the envirzonment in which development takes placa...(p.22)

The Mission points out thar in trying te develop its economy the
Jurlish Republic has been faced among other things, with:...intangible
handicaps inherited from the Zmpirve; J{which) influcnce the miads and
actions of the Turkish people, Important among these were the
persuading influznces of certain social cblitudes and customs and
an untiquated legal and political sysitem., Relipgious ianfluences teuvded
Lo veinforce the fatalism and resistence to change charactoeristic . of
af Turlddsh life... {p.3)

Yhe Mission lists wmong the obstacles to ceonomi.c growth which
had operated under the Ympize and wore etill influencd Turkish attitudes,
tihe folloving factors: (a) the attitude towards commerce and industry:
under the Empirve the four botiitions held in social esteem were those
of the soldicy, the government adininistrater, tha church ofificial and
the landowner, vhile commoree and industry wvere recarded a8 degrading
and were lefit glmost conpletely to minorities; (b) lack of sceurity
for owners and businessmion resulting Lyom the (hsolute pover wiclded
by the Sultan; (e) invasion of the Turiish cconomy by forcigners
under the system of capitulations which deprived Turkish nationals of
the opportunity of ncquiving businecss expevience and produced a
«oLdeoprooted resentment, distyust aud suspicion tovard forelgn capital
o0 (1305].)

Niyeria

cealigerians in )l valks of life tend to look teo nuch to the
covermients, more specifically to the Byitish coluital officinls for
the fulfllwent of their aspivations. The heavy veliance on pgovernment.
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is frequently coupled with a strong distrust of its actions and motives.
To some extent this is cxplicable as the response of a people still
under tutelage and exposed to the complexitics of Western Civilization.
But whatever the basis, both attitudes, that of dependence and that

of distrust serve to retard Nigeria's development... (p.25)

Another social attitude which affects Nigeria's economic growth
i1s the distrus' and fear that Nigerians feel of 'outsiders' i.e.,
of anyone who coes not belong to their immediate family of clan.,

The Mission attributes to this attitude the ...low level of civic
responsibility,.,.. in citics and large settlements, the opposition to
lnnovations encountered in the more backward areas and the antagonism
betvieen regions which threatens the tewritory's national and political
unity.

On the other hand, thiee social attitudes found in Nigeria were
felt by the Mission to have positive value for economic development,
The first was the strong scnse of leyalty at the family and local
level which makes it possgible to use the cooperative movement as a
vehicle for econcmic development, the second was the respect for
learning and the authority enjoyed by "learned men' and by teachers
and even studenf:s which could used by the teaching profession to
develop new attitudes, and third, the welatively cordiul relationship
between African and non-Afiriceén ...notably lacking in some other
African countries... (p.26)

One major raason why the extension of services has wade guch
limited progress is the extreme counservatism of the farmers, Resgistance
to change springs from the tradition of group ox tribal lifc with
their accent on conformity to 2 pattern of behavior which militates
strongly against the development of individval initiative,

Among the factors diugnosed as causing low productivity in
Tanganyika's agrienlture, ve find cited: (L) primitive methods coupled
with conservalism and resictance to change; (2) limited influence of
economic incentives; and (3) limitations imposcd by customary land
tenure.

Lolombia

The low leovel of health shows itself not only in a shoxt life
expoebanay and a high ratio of dependents per worker but also in the
strength, capacity, wund deogire to work of the adult population. ‘The
tyvo frequent combinations el unbalanced dicts and debilitated chronie
diseases rvesults in a diminution of physical strength and ambution.
Jhen to these ave added widespread illiteracy and little traiaing of
a technical nature, it is not surprising that the productivity of
labor is xelatively low.

Kenya

<o Although there 18 no over-all scaveity of land in yelatlon
to vopulation at piedent the restedctlon of lTand to individual
tribes hag led to the undesutilization of land in some areas of
high potential furming country at the game time as other arceas, sowe
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of them less well :ndowed are over crowded and over farmed. Problems
also exist eoncerning the use of presently available land deriving
from customary systems of land holding and traditional methods of
cultivation. The fragmentation of farm units and the preponderance
of communal over individual rights to the ownership of land are not
new difficulties to improved agriculture in Kenya. (p.23)

Libya

The Mission claimed that tribul ownership of land and water
rights vas the bigsest single obstacle to the development of agri-
cultural production and forestry, until the system wag changed there
was little hope of real Progress,..(p.9)

The system was developed in iresponse to the nee's of a nomadic
people dependent for their livelihood on animal husbandry and shifting
cultivation. With its cmphasis on collective rights and obligations
it is unsuited to the vequirements of scttled farming.

Cuba

The relatively static character of the Cuban eccnomy is evidently
not due to a lzck of physical and human resources or in recent vears
sugar, although this is a preponderant factor. Its cauvses wmust ba
eouglit. alco among prevailing attitudés. of the Guban peoplec md Lhe
conduet of their anstigutions; for resources in themselves are nol
enough and cven the golden capacity for sugar production has its
disadvantages, 4 progressive outlook and eifectively organized g
affoirt ave necoded and, without them, an advancing economy cannat
develop.,

It was apparent to the Missjon thet unconstructive attitudis,
which oppear to be common in Cuba, ave among thechief obstacles to
economic progress. We fully realize that such problems are not
peculiar to Cuba, As an internationsl group, the Mission knows that
they are present, in some degree, in every nation, It is thetsr extont
vather than thelr existence which is significant, The puactical
question is: de they exist in such dagree that they are g dangoy;
to the ceonomy?... The Miosion's answer is that they do, and unless
they are chanped ,..it weuld be asraste of time to talk of PLORILESS . ¢ v
{p.190)

Jhailand

The people of Thailand have long had a strong preference for
agriculture and governnent oceunatlons.,. Becouse oi this backgyound
relatively fiew native Thais have become skilled in the arts of
teading, cxpganizing and managing,

Goversnment administzation prescents irs avn additional problems,
Predomiance of political considerations over thea of efflciency and
ceonoiy.. . & tenacious adherence in the administration to traditional
practices and to status relationships. ., i

Inatitutional facllitics arc .also inadequate Lo wuike the wost
of Thailands human resources, (pp . L3-14)

Unanda

The wost fmportant factor fu the piccess of growth in the
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speed with which pecople adapt themselves--rather than things--to
changing conditions, A bulldozer can move trees and earth buk not
ideas and habits. Development will not take place unless enough
people and their leaders are prepared to make the changes in their
habits, attitudes and thinking necessary to achieve the end. (p.37)

Our propesed program is one that would invoive modification of
existing institutions but no drastic changes in thesc institutions.
Ultimately, however, the Mission believes that sustained satisfactory
growth can only come from some deep-seated changes in the present
imstitutions. (p.101)

Growth in the stock of skills and knowledge possessed by the
people of a country is at lecast as important for a rise in the standard
of living as growth in the stock of plant and machinery. (p.112).

Ceylon

It is not a mere matter of installing capital cquipment and trans=-
port facllities to develop rich mineral deposits...or throwing open
new lands... Even where it is reasonably clear what improvements in
techniques are desirable, conservatism and complexities of the social
structure (e.g., the system of land teuure) may obsteuct theiyr adoption
by peasant cultivacors. (p.l3)

In cthe finul analysis the human factey is the one that will
determine the country's futurc. (p.l0)

Jamaica

In the progrem for develoning nore fully the ecouomic potentialitics
of Jamaica, better education, betler healih and better housing play
a doulle role. They are amoang the tools fhat will boost the pro-
ducitivity of the people and they are at the same time paxt of the
dividend resulting from that improvearnent...the achievement of substantial
econonic development may itsclf depend in considerable measure upon
better application of the human resources of the country.

The inerxements which additional fuctories or pover plants
may contuibute to the national product, and certainly the cfficacy
of comprehensive weasures for soil conscrvaltion, irrigation, or the
controlled use of Land, will be determined in large maasure by
the degice in which the people generally can understand and appreciate
the objectives and can apply effective taehniques. The dissemination
of technjeal skills and general ceducation, the ilmprovemcent ot
housing conditions mipht therefore, result in substantial improvements

1u productivity. (p.115)

b}

3

Tt is generally conceded, however, that better cducation, health
and housing ave not only in themselves objectives of development,
but are aluo imsertant weans, hewever indizcet, of raising production

and standarde of living. It fs a truism that an expenslon and
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improvément of cducational opportunities is indispensable to economic
Progress as well as to the development of stable and free political
institutions, Similarly, a healthy and vigorous population is better
equipped to deal with the task of Increasing production. (p.149)

Thailand

Tt seems clear that until these obstacles (deficient vocational
and university education, ivadequate institutional facilities, pre-
dominance of political considerations snd traditional practices in
gevernaent, shortage of tyained rnanpower and managers and administrators,
and a strong preference for agriculture and government occupations) to
development aye overcome, Thajland's economic progrecs will be
iwmpedead, (pp.13-15)

Iraq

In underdeveloped countries, it would be most unwige to invest:
the hulk of the national resources in large industrial anc agri.-
cultural projects while ignoring the need for developing social
8exvices essential to the mental and physical health of the people,
(p.424)

The Misslons found that 18 was also necessavy Lo consider prioriiies

‘I'"‘“‘L..'- l)' ! p

Cextain attitudes and fnstitutions are rnaturally more cenducive
to econonie provwth than others, Libya is no differeut from other
countyics in having a number of Eraditions and customs vwhich stand
in the wvay of such prowth, and which will have to be changed if g
repld vaie of development 15 to be acnicved, (p,9
SLWJHST“T”!VU;LULH“EHRELQEiKiLQ.Hﬂtﬁlﬁn Lconomic and lon-Economic

Fatpendieurog

Uganda

The detexmination of the optitum distribution betyeen vhat is
conmonly called productive and non=productive public cxpenditures 1s
a problen of the fivat order, Put in o move accurate way. the problem
fg one of establishing the proper allocation of funds between the
aulckev-yicelding juvestmenta in the comnodity-nroducing soctors and
in the slopoey ylelding investmoents in the social services which,
propecly handled, bnild up che humon capital of the country and so
produce au ceonomic yoturn in the long vun, Jn determining these
drlorities politicnl an well aa ecotomic verlitics must he kept in
mind awd balanced agadust cacl other, (p.41)
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Libya

The maintenance of a rcasonable balance between these two types
of investment (social and ccoromic) is one of the major problems
facing the government of uvery underdeveloped country... If too much
emphasis is placed on social investment at the expense of economic
Investment, a country may find itself unable to produce enough to
pay for the social services it has created, While inadequacy in the
provision cf these services may be sbortive for development. The
problem is thot while the expansion of social services often cdds to
long-term productivity their bencfits frequently cannot be compared
or measured quantiatively, As an altcrnative projects should often
be judged in terms of the consequences of foregoing them or of the
appropriatencss of the scrvices they cculd provide to the level of
incone of the country. (pp.l5, 16)

Nicarasnu

—

In the formulation of its recommendations the Mission hos made
this aim ivs main objective (raising the standard of living). To
conttruct a practicel development plan for Kicaragua has been 2 conpiex
undertaking. The country lacks adequate roads, schools, hospitels,
housing, sanitation, ports and power. Its basic arriculture] sad
industrial ecounouy hias long Leen vicak wnd unstavle., Tis svsto. of
public adninistraiion is Lav from adoquate.  The Missioa has Lioa te
balance short-run against loug-run necdu, It has weished the roed
for capital investmoent wgainst the need for larger counsuaption and
improved standavds off living., (p.7)

Syria

The amcunt of resourcas which should he dovoted in any develop-
ment program to cducation, health, housing, and related community
servicecs and facilities will alvays be s watter of controversy,.. It
is generally coucoded, houcvor indivect, or raising producticn znd
stendauvds of liding, ...AC the came tine, the cost of capanding
cducution, health, and other soclal gervices can be bosue aaiy if
the productien base of the cconomy is steadily broadencd... (0. 149)




