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Title. Research on Distribution of Gains, Wealth and Income from 
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Principal Investigator: James W. Land, Director, Program of Development 
Studies, William Marsh Rice University, Houston, Texas 77001. 

Contract Period: from July 1, 1971 to March 31, 1975. 
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Total AID funding of contract to date: $590,182.00. 
Total expenditures through previous contract year: (July 1, 1971 to 
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$152,776.75. 
Estimated expenditures for next contract year (July 1, 1974 to end of 

contract): $103,466. 

B. Narrative S m a r y  of Accomplishments and Utilization 

The Rice University Program of Development Studies is investigating three sets 
of problems associated with the unequal distribution in most developing countries 
of the gains from growth: (1) analysis of the relationship between wealth and in- 
come, the composition of consumption and production, and the level and composition 
of employment; (2) an evaluation of how government tax, expenditure, credit, and 
other policies affect the distribution of income; and (3) an analysis of how dif- 
ferent sociopolitical and regional groupings affect government policy and in- 
directly the distribution of income and how the distribution of income and wealth 
in turn affects the composition and outlook of diverse groups. Most of the re- 
search is concentrated in Colombia, Turkey and Malaysia. 

Preliminary studies on the first project tend to verify the Land-Soligo 
hypothesis that the capital and import intensity of consumption patterns in- 
creases with income and that these intensities are higher for urban consumers 
than for rural consumers. Work is now underway on some of the data and concep- 
tual problems raised during these preliminary studies. 

Research has been initiated on the measurement of incidence of government 
taxation and measurement of benefits from government policies. Studies have 
been completed on the incidence of government receipts for Malaysia, Panama, 
Colombia, Turkey and Jamaica. Present research is concentrated on the income 
redistributive effects of government agriculture, education, health and credit 
policies. 

Research now being completed for Malaysia concentrates on the influence of 
interest groups on tax and expenditure policies. Part of the research effort 
has included a survey of business organizations, firms, trade unions and cul- 
tural groups. In addition a sectoral analysis is being completed that attempts 
to evaluate relations between groups and specific projects of programs promul- 
gated by the Malaysian government. There is also comparative analysis of interest 
group influence at the state level. 
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Annual Repor t  

A. General  Background 

The post-war e x p e r i e n c e  o f  many deve lop ing  c o u n t r i e s  shows t h a t  a  v a r i e t y  

o f  p u b l i c  p o l i c i e s  may r e s u l t  i n  a  s u b s t a n t i a l  i n c r e a s e  i n  t o t a l  o u t p u t ,  b u t  

t h a t  t h e  increment  t o  o u t p u t  may be  unequa l ly  sha red  th roughout  t h e  economy. 

T h i s  unequal  d i s t r i b u t i o n  o f  t h e  g a i n s  from development i s  c a u s i n g  many coun- 

t r i e s  t o  examine t h e i r  development p o l i c i e s  t o  de te rmine  whether o r  n o t  t h e s e  

p o l i c i e s  a r e  r e s p o n s i b l e  f o r  t h e  unequal  s h a r i n g  of  t h e  g a i n s  from growth. 

These c o u n t r i e s  a l s o  a r e  concerned about  t h e  p r o b a b l e  economic and p o l i t i c a l  

consequences o f  a  change i n  t h e  d i s t r i b u t i o n  o f  t h e  g a i n s  from growth,  and 

whether  t h e r e  a r e  f e a s i b l e  p o l i t i c a l  p o l i c i e s  t o  make such changes.  

The Rice  U n i v e r s i t y  Program of  Development S t u d i e s '  c o n t r a c t  a d d r e s s e s  

i t s e l f  t o  t h e s e  t h r e e  s e t s  o f  problems. Because t h e s e  problems have b o t h  eco- 

nomic and p o l i t i c a l  o v e r t o n e s ,  t h e  Program o f  Development S t u d i e s  h a s  adopted 

an i n t e r d i s c i p l i n a r y  approach t o  t h e s e  problems. 

B. S ta tement  o f  P r o j e c t  O b j e c t i v e s  a s  S t a t e d  i n  t h e  C o n t r a c t  

The r e s e a r c h  c o n c e n t r a t e s  on t h e  fo l lowing  t h r e e  t o p i c s :  

1. Income d i s t r i b u t i o n ,  t h e  s t r u c t u r e  o f  demand and growth 

The key q u e s t i o n  b e i n g  exp lo red  h e r e  i s  how t h e  d i s t r i b u t i o n  o f  w e a l t h  

and income, by de te rmin ing  t h e  s t r u c t u r e  o f  demand, a f f e c t s  t h e  composi t ion o f  

p r o d u c t i o n  and t h e  a l l o c a t i o n  o f  r e s o u r c e s  and,  c o n v e r s e l y ,  how t h e  r e s u l t i n g  

s t r u c t u r e  o f  p r o d u c t i o n  a f f e c t s  employment and income d i s t r i b u t i o n .  A g e n e r a l  

e q u i l i b r i u m  model showing t h e  i n t e r a c t i o n  between r e l a t i v e  f a c t o r  payments, 

income d i s t r i b u t i o n ,  demand p a t t e r n s ,  and employment under  c o n d i t i o n s  o f  
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l i m i t e d  s u b s t i t u t a b i l i t y  i s  be ing  t e s t e d  us ing  emp i r i c a l  d a t a  r e l a t i n g  t o  

t h e  consumption p a t t e r n s  of d i f f e r e n t  s o c i a l  groups,  t h e  f a c t o r  i n t e n s i t y  o f  

c o m o d i t i e s  consumed by d i f f e r e n t  income c l a s s e s ,  t h e  ownership of  c a p i t a l  

by d i f f e r e n t  s o c i a l  c l a s s e s ,  and t h e  d i s t r i b u t i o n  o f  income i t s e l f .  

2. Income d i s t r i b u t i o n  and government p o l i c y  

Th i s  component seeks  t o  a s c e r t a i n  t h e  e f f e c t  o f  p u b l i c  p o l i c i e s  on 

t h e  d i s t r i b u t i o n  of  d i sposab l e  income through examination of government t a x e s  

and expendi tu res  and v a r i o u s  types  of  f i s c a l  i n t e r v e n t i o n .  The r e sea r ch  i s  

l i m i t e d  t o  t h e  r e l a t i o n  between p u b l i c  p o l i c y  and d i s t r i b u t i v e  p a t t e r n s  and 

w i l l  no t  a t t empt  t o  e x p l a i n  o t h e r  v a r i a b l e s  such a s  growth r a t e s ,  popula t ion  

d e n s i t y ,  o r  degree  o f  u rban i za t i on .  

3.  Income d i s t r i b u t i o n ,  development p lann ing ,  and s p e c i a l  i n t e r e s t  groups 

Th i s  component d e a l s  wi th  how d i f f e r e n t  s o c i o - p o l i t i c a l  and r e g i o n a l  

groupings  a f f e c t  development p o l i c y  and how, i n  t u r n ,  t h e  d i s t r i b u t i o n  o f  

income and weal th  a f f e c t s  t h e  composit ion and ou t l ook  of  d i v e r s e  groups. It 

i nc ludes  a t t e n t i o n  t o  what groups a f f e c t  n a t i o n a l  p lann ing  and a d m i n i s t r a t i o n  

by i n f l u e n c i n g  developmental cho i ce s  t o  t h e i r  own b e n e f i t ,  and how t h i s  i s  done. 

I n  keeping with  t h e  m u l t i d i s c i p l i n a r y  n a t u r e  o f  t h e  r e s ea r ch  every  

e f f o r t  i s  being made t o  a s s u r e  con t i nu ing  and su s t a ined  i n t e r r e l a t i o n s h i p  

between t h e  t h r e e  components o f  t h e  s tudy.  

C. Continued Relevance of  Ob jec t i ve s  

The r e sea r ch  a s  o u t l i n e d  i n  B above con t i nues  t o  be r e l e v a n t .  Indeed, 

s i n c e  t h e  i n i t i a t i o n  of  t h e  r e s ea r ch  p r o j e c t ,  que s t i ons  concerning income 

d i s t r i b u t i o n  and economic growth have become sha rp ly  def ined  i s s u e s  i n  many 

developing n a t i o n s  and o f  g r e a t  concern t o  a i d -g iv ing  agenc i e s  throughout  



t h e  world. Research i n  t h e  a r e a  o f  income d i s t r i b u t i o n  and p o l i c y  i s  

underway a t  many c e n t e r s  i n c l u d i n g  groups  a t  t h e  Department o f  A g r i c u l t u r a l  

Economics, C o r n e l l  U n i v e r s i t y ;  The Economic Growth C e n t e r ,  Yale U n i v e r s i t y ;  

The Woodrow Wilson Schoo l ,  P r i n c e t o n  i n  c o o p e r a t i o n  w i t h  The Brookings I n s t i -  

t u t i o n ;  t h e  World Bank 's  Development Research Cen te r  and t h e  I n s t i t u t e  o f  

Development S t u d i e s ,  U n i v e r s i t y  of  Sussex.  I n  a d d i t i o n ,  r e s e a r c h e r s  and 

r e s e a r c h  i n s t i t u t e s  i n  t h e  developing economies have become i n c r e a s i n g l y  

involved i n  t h e s e  i s s u e s .  

Recent world t r e n d s  i n  food p r o d u c t i o n  and raw m a t e r i a l s  and energy 

p r i c e s  have sharpened o u r  s e n s i t i v i t y  t o  t h e  d i s t r i b u t i o n  o f  income b o t h  

w i t h i n  and among c o u n t r i e s .  These t r e n d s  w i l l  make i t  more d i f f i c u l t  t o  

improve t h e  l i v i n g  c o n d i t i o n s  o f  most o f  t h e  w o r l d ' s  Door, e i g h t y  p e r c e n t  o f  

which l i v e  i n  r e s o u r c e  poor c o u n t r i e s ,  and i n c r e a s e s  t h e  urgency f o r  new 

i d e a s  and p o l i c i e s  t o  d e a l  wi th  t h e  world p o v e r t y  problem. 

D. Accomplishments t o  Date 

Time d u r i n g  t h e  f i r s t  y e a r  o f  t h e  c o n t r a c t  was main ly  devoted t o  

r e f o r m u l a t i o n  o f  t h e  second p r o j e c t  (Income D i s t r i b u t i o n  and Government 

P o l i c y )  under B above; s e l e c t i o n  o f  c o u n t r i e s  i n  which t o  under take  t h e  

r e s e a r c h ;  n e g o t i a t i o n s  wi th  r e s e a r c h  depar tments ,  u n i v e r s i t i e s ,  and govern-  

ment a g e n c i e s  f o r  pe rmiss ion  t o  conduct t h e  r e s e a r c h ;  e s t a b l i s h m e n t  o f  r e -  

s e a r c h  c o n t r a c t s  and examinat ion o f  d a t a  s o u r c e s  i n  t h e  concerned c o u n t r i e s ,  

and p r e l i m i n a r y  s t u d i e s  t o  de te rmine  a r e a s  o f  most p r o d u c t i v e  r e s e a r c h .  

A f t e r  e x t e n s i v e  d i s c u s s i o n  and examina t ion  of  s e v e r a l  c o u n t r i e s ,  t h e  

A s s o c i a t e s  s e l e c t e d  t h r e e  (Colombia, Turkey,  and Malaysia)  i n  which t o  c e n t e r  

r e s e a r c h  e f f o r t s .  These t h r e e  c o u n t r i e s  were chosen mainly  because  o f  

i n d i v i d u a l  r e s e a r c h e r s '  e x p e r i e n c e  i n  t h e s e  c o u n t r i e s ,  d a t a  a v a i l a b i l i t y  



w i t h i n  t h e  c o u n t r i e s ,  and r e l e v a n c e  of t h e  proposed r e s e a r c h  t o  t h e  

i n d i v i d u a l  c o u n t r y ' s  own needs a s  wel l  a s  r e c e p t i v i t y  o f  t h e  academic and 

government community t o  t h e  proposed r e s e a r c h .  

I n  Colombia, t h e  r e s e a r c h  e f f o r t s  a r e  sponsored by t h e  C e n t r a l  Bank o f  

Colombia j o i n t l y  with t h e  Program o f  Development S t u d i e s .  Discuss ions  have 

been underway between t h e  Program of  Development S t u d i e s  and t h e  Research 

D i v i s i o n  o f  t h e  U n i v e r s i t y  of  Los Andes (CEDE) a s  t o  t h e  p o s s i b i l i t y  of  

expanding t h e  Program's r e s e a r c h  e f f o r t s  i n  Colombia, CEDE i s  i n t e r e s t e d  

i n  a  c o o p e r a t i v e  r e s e a r c h  program f o r  t h e  f u t u r e  and h a s  provided o f f i c e  

space ,  a  s c a r c e  r e s o u r c e  a t  t h e  C e n t r a l  Bank, t o  some o f  t h e  Program per -  

sonnel  i n  Colombia. 

I n  Turkey t h e  Research D i v i s i o n  of  t h e  S t a t e  I n s t i t u t e  of  S t a t i s t i c s  i s  

i n f o r m a l l y  sponsor ing our  r e s e a r c h .  Formal a f f i l i a t i o n  i n  Malays ia  i s  wi th  

t h e  Economic Planning Uni t .  

Some o f  t h e  p r e l i m i n a r y  r e s e a r c h  f i n d i n g s  a r e  summarized below accord-  

i n g  t o  t h e  t h r e e  t o p i c s  s e t  f o r t h  i n  p a r t  B above. 

Income d i s t r i b u t i o n ,  t h e  s t r u c t u r e  o f  demand and growth 

To ana lyze  t h e  r e l a t i o n s h i p  between t h e  s t r u c t u r e  of  demand, t h e  use o f  

f a c t o r s  o f  p r o d u c t i o n ,  and t h e  d i s t r i b u t i o n  o f  income, f i v e  p r o j e c t s  have 

been sponsored by t h e  Program o f  Development S t u d i e s :  r e s e a r c h  i n  Turkey by 

Tuncay Sunman, a  g r a d u a t e  s t u d e n t ;  r e s e a r c h  i n  Colombia by Gregory B a l l e n t i n e ,  

a  g r a d u a t e  s t u d e n t  a t  Rice ,  i n  c o l l a b o r a t i o n  wi th  Alber t  Berry  and Ronald 

So l igo ;  examinat ion o f  t h e  s t r u c t u r e  o f  demand, income and growth i n  t h e  c a s e  

o f  B r a z i l  by Gordon Smith and Samuel Morley; work by Ronald S o l i g o  i n  P a k i s -  

t a n  and by Gustavo Jirninez,  a  g r a d u a t e  s t u d e n t ,  i n  Colombia. (Although 

c l o s e l y  r e l a t e d  t o  t h e  major  r e s e a r c h  e f f o r t  t h e  l a t t e r  t h r e e  p r o j e c t s  were 

n o t  p a i d  f o r  o u t  o f  A I D  f u n d s ) .  



Land and Sol igo  contend t h a t  poorer  income groups tend t o  consume 

r e l a t i v e l y  l a b o r - i n t e n s i v e  goods whereas h ighe r  income groups consume r e l a -  

t i v e l y  c a p i t a l - i n t e n s i v e  goods. By f a r  t h e  most thorough a t t empt  t o  t e s t  t h e  

Land-Soligo hypothes i s  has  been undertaken by 'Funcay Sunman f o r  Turkey. His  

f i nd ings  [Discuss ion  Paper no.  4 6 ,  "Short - run E f f e c t s  o f  Income D i s t r i b u t i o n  

on Some Macro-Economic Va r i ab l e s :  The Case o f  Turkey"] tend t o  support  t h e  

hypo the s i s .  The gene ra l  r e s u l t s  of  t h e  s tudy show t h a t  i n  both t h e  r u r a l  

and urban s e c t o r s  t he  aggrega te  c a p i t a l - o u t p u t  r a t i o  (K/Q)  i n c r e a s e s  from 

t h e  lowest income group t o  t h e  h i g h e s t .  The aggrega te  l abor -ou tpu t  r a t i o  

(L/Q) d e c l i n e s  s t e a d i l y  from t h e  lowest  t o  t h e  h i g h e s t  income group, a l though  

t h i s  d e c l i n e  h o l d s  on ly  f o r  s emi sk i l l ed  and u n s k i l l e d  l abo r .  The h igh ly  

s k i l l e d  l a b o r  t o  ou tpu t  r a t i o  remains about  t h e  sane f o r  a l l  income groups.  

The M/Q,  o r  import t o  ou tpu t  r a t i o ,  i n c r e a s e s  o v e r a l l  bu t  no t  monotonical ly  

i n  t h e  r u r a l  s e c t o r .  Sub j ec t  t o  d a t a  l i m i t a t i o n s  and c e r t a i n  t h e o r e t i c a l  

q u a l i f i c a t i o n s  concerning t h e  d e r i v a t i o n  o f  marginal  p r o p e n s i t i e s  t o  save and 

consume from c r o s s  s e c t i o n a l  d a t a ,  a l l  t h e  r e l e v a n t  assumptions under ly ing  

t h e  hypotheses  a r e  e m p i r i c a l l y  v e r i f i e d .  

To cons ide r  schemes which f inance  r e d i s t r i b u t i o n  from growth, Sunrnan 

employed a macro-simulation model t o  i n v e s t i g a t e  t h e  e f f e c t s  o f  a l t e r n a t i v e  

d i s t r i b u t i o n s  of  d i sposab l e  income on s e v e r a l  macrovar iab les .  His o v e r a l l  

conclusion i s  t h a t  d i s t r i b u t i o n s  o f  d i sposab l e  income b i a sed  i n  f avo r  of  t h e  

poor g ive  lower r a t e s  o f  growth than  d i s t r i b u t i o n s  b i a s e d  i n  favor  o f  t h e  

r i c h .  Th is  r e s u l t  i s  ob t a ined  because t h e  e f f e c t  o f  r e d i s t r i b u t i n g  income 

growth towards t h e  poor reduces  aggrega te  sav ings  and hence,  c e t e r i s  pa r i bus ,  

t h e  o u t ~ u t  growth r a t e .  To some e x t e n t  t h i s  n e g a t i v e  "sav ings  e f f e c t "  i s  

o f f s e t  by a  "demand composi t ional  e f f e c t "  i n  which t h e  aggrega te  marginal  



c a p i t a l - o u t p u t  r a t i o  i s  reduced when income growth i s  b i a s e d  i n  favor  o f  

t h e  poor .  T h i s  c o n c l u s i o n ,  t h a t  t h e r e  i s  a t r a d e - o f f  between e q u i t y  and t h e  

o u t p u t  growth r a t e  needs t o  be q u a l i f i e d  on s e v e r a l  grounds.  F i r s t ,  t h e  

s a v i n g s  e f f e c t  i s  b i a s e d  on s a v i n g s  p r o p e n s i t i e s  which a r e  c a l c u l a t e d  by 

e s t i m a t i n g  a s a v i n g s  f u n c t i o n  from c r o s s  s e c t i o n  household budget d a t a .  

Th i s  methodology t e n d s  t o  b i a s  t h e  i n t e r - c l a s s  d i f f e r e n c e s  i n  t h e  marginal  

p r o p e n s i t y  t o  save  i n  a n  upward d i r e c t i o n .  Persons  who have a low permanent 

income and who exper ience  a n e g a t i v e  t r a n s i t o r y  income w i l l  n o t  be  a b l e  t o  

m a i n t a i n  permanent consumption l e v e l s  a s  e a s i l y  a s  a p e r s o n  who h a s  a h igh 

permanent income and who e x p e r i e n c e s  a s i m i l a r  n e g a t i v e  t r a n s i t o r y  income 

charge.  The reason  f o r  t h e  assymetry  i s  t h a t  t h e  h i g h  income person  can 

main ta in  h i s  consumptian l e v e l  by u t i l i z i n g  p a s t  s a v i n g s  o r  by borrowing on 

h i s  accumulated n e t  worth or on h i s  f u t u r e  (and presumably h i g h e r )  e a r n i n g s .  

The low income person h a s  l e s s  accumulated weal th  t o  f a l l  back on and i s  

l e s s  l i k e l y  t o  be  a b l e  t o  borrow a g a i n s t  f u t u r e  permanent income because  o f  

c a p i t a l  market i m p e r f e c t i o n s .  The r e s u l t  o f  t h i s  assymetry  i s  a more p o s i -  

t i v e  c o r r e l a t i o n  between t r a n s i t o r y  income and consumption f o r  lower t h a n  

f o r  h i g h e r  income groups .  The gap between measured (observed)  and permanent 

consumption f o r  low income p e r s o n s  w i l l  be  l a r g e r  t h a n  t h a t  f o r  t h e  r i c h .  

A s  a r e s u l t ,  a s  one moves a c r o s s  income c l a s s e s  from poor t o  r i c h  one f i n d s  

a l a r g e r  i n c r e a s e  i n  s a v i n g s  t h a n  would be t h e  c a s e  i f  t r a n s i t o r y  components 

o f  income and consumption were ze ro  and one observed o n l y  t h e  permanent 

consumption l e v e l s  f o r  each income c l a s s .  



A second q u a l i f i c a t i o n  i n v o l v e s  t h e  d i s p o s i t i o n  o f  s a v i n g s  by each income 

group.  I f  t h e  r i c h  save  by accumulat ing p r e c i o u s  m e t a l s  and j ewel ry  o r  by 

a c q u i r i n g  a s s e t s  i n  f o r e i g n  c o u n t r i e s ,  then  t h e i r  s a v i n g s  a r e  n o t  a v a i l a b l e  

t o  f i n a n c e  domest ic  growth.  On t h e  o t h e r  hand, t h e  s a v i n g s  o f  low income 

groups  i s  a l s o  l i k e l y ,  because  o f  poor c a p i t a l  m a r k e t s ,  t o  b e  earmarked f o r  

s p e c i a l  uses .  Low income fa rmers  w i l l  t end  t o  channel  t h e i r  s a v i n g s  i n t o  

own account  inves tments  t o  improve t h e i r  l and  and farm. Poor urban f a m i l i e s  

w i l l  t end  t o  i n v e s t  t h e i r  s a v i n g s  i n  t h e i r  houses .  I n  b o t h  c a s e s ,  t h e s e  sav- 

i n g s  a r e  n o t  a v a i l a b l e  t o  f i n a n c e  modern s e c t o r  growth--a l though they  do 

f i n a n c e  domest ic  growth.  

A t h i r d  q u a l i f i c a t i o n  i n v o l v e s  t h e  p a r t i a l  n a t u r e  o f  t h e  e x e r c i s e .  The 

growth e f f e c t s  have been measured by t a k i n g  i n t o  account  on ly  t h e  e f f e c t  o f  

r e d i s t r i b u t i o n  of  g a i n s  from growth on p e r s o n a l  s a v i n g s  and on  t h e  i n c r e m e n t a l  

c a p i t a l  r equ i rements  t o  produce consumer goods. While t h i s  p rocedure  makes a  

u s e f u l  f i r s t  s t e p  i n  t h e  d i r e c t i o n  o f  unders tand ing  t h e  i n t e r r e l a t i o n s h i p s  

between e q u i t y  and t h e  growth of  o u t p u t  i t  does exc lude  c o n s i d e r a t i o n  o f  

changes  i n  s a v i n g s  by government, b u s i n e s s  and t h e  f o r e i g h  s e c t o r  a s  we l l  a s  

o f  changes i n  t h e  inc rementa l  c a p i t a l  r equ i rements  a r i s i n g  from changes i n  

t h e  composi t ion o f  inves tment  which a r e  induced by changes  i n  t h e  compos i t ion  

o f  consumption demand. 

Given t h e s e  q u a l i f i c a t i o n s ,  and g i v e n  t h e  srrrall d e c r e a s e  i n  o u t p u t  growth 

r a t e s  a s s o c i a t e d  wi th  r e d i s t r i b u t i o n  o f  income growth i t  would be p remature  t o  

conclude t h a t  t h e r e  i s  any s i g n i f i c a n t  t r a d e - o f f  between e q u i t y  and o u t p u t  

growth.  Indeed,  t h e  most c o n s e r v a t i v e  c o n c l u s i o n  a t  t h i s  p o i n t  i s  t h a t  

g r e a t e r  e q u i t y  seems t o  r e s u l t  i n  i )  a  smal l  o r  i n s i g n i f i c a n t  change i n  t h e  

growth r a t e  o f  o u t p u t ,  i i ) a  more economic use  o f  s c a r c e  c a p i t a l  and i n t e r -  



m e d i a t e  i m p o r t s ,  and more l i b e r a l  use  o f  abundant  l a b o r  per - u n i t  o f  o u t p u t ,  

i i i )  a  d e c r e a s e  i n  t h e  i n i t i a l  c a p i t a l - l a b o r  r a t i o ,  and i v )  a n  improvement 

i n  t h e  b a l a n c e  o f  payments. 

S o l i g o ' s  work i n  P a k i s t a n  a l s o  s u p p o r t s  t h e  h y p o t h e s i s  t h a t  t h e  con- 

sumption p a t t e r n s  o f  t h e  r i c h  a r e  more c a p i t a l - i n t e n s i v e  t h a n  t h o s e  o f  t h e  

poor .  However, S o l i g o  h a s  p o i n t e d  o u t  t h a t  t h e  e f f e c t s  o f  r e d i s t r i b u t i o n  an 

f a c t o r  demand should  a l s o  i n c l u d e  t h e  e f f e c t s  which come about  by way o f  

changes  i n  t h e  s t r u c t u r e  o f  inves tmen t  a s  w e l l  a s  t h o s e  which a r i s e  from 

changes  i n  t h e  compos i t ion  o f  consumption.  

The f a c t o r  i n t e n s i t y  o f  induced inves tmen t  works i n  t h e  o p p o s i t e  d i r e c t i o n  

from t h a t  o f  consumption p a t t e r n s .  The most l a b o r - i n t e n s i v e  c a p i t a l  goods,  and 

i n d e e d ,  one o f  t h e  most l a b o r  i n t e n s i v e  o f  a l l  goods,  i s  t h e  c o n s t r u c t i o n  o f  

houses  and o t h e r  b u i l d i n g s .  The consumption p a t t e r n s  o f  t h e  r i c h  a r e  such 

t h a t  t h e  goods and s e r v i c e s  they  consume r e q u i r e  more b u i l d i n g  space  p e r  u n i t  

o f  consumption t h a n  i s  t h e  c a s e  f o r  t h e  poor .  Hence, w h i l e  t h e  consumer goods 

purchased by t h e  r i c h  r e q u i r e  l e s s  l a b o r  i n  t h e i r  p r o d u c t i o n  than  t h o s e  consumed 

by t h e  poor ,  t h e  c a p i t a l  goods r e q u i r e d  t o  produce  t h o s e  consumer goods r e q u i r e  

more l a b o r .  I n  a  growing economy, where t h e  c a p i t a l  s t o c k  i s  i n c r e a s i n g ,  S o l i g o  

found t h a t  i n c r e m e n t a l  e x p e n d i t u r e  by t h e  r i c h  g e n e r a t e d  more employment i n  b o t h  

the  consumer and c a p i t a l  goods p roduc ing  s e c t o r s  than  t h o s e  o f  t h e  poor .  

However, S o l i g o  h a s  p o i n t e d  o u t  t h a t  t h e  s u p e r i o r i t y  o f  income d i s t r i b u t i o n  

f a v o r i n g  t h e  r i c h  i n  terms o f  employment g e n e r a t i o n  i s  o n l y  a  s h o r t - r u n  

s u p e r i o r i t y .  Employment g e n e r a t e d  i n  c o n s t r u c t i o n  a c t i v i t i e s ,  t h a t  i s ,  i n  

the  p r o d u c t i o n  o f  t h e  c a p i t a l  s t o c k  i s  s h o r t  l i v e d ;  once  t h e  house  i s  con- 

s t r u c t e d ,  t h e  p r o d u c t i o n  o f  hous ing  s e r v i c e s  r e q u i r e s  l i t t l e  l a b o r .  On t h e  



o t h e r  hand,  employment g e n e r a t e d  i n  t h e  p r o d u c t i o n  o f  consumer goods con- 

t i n u e s  each y e a r  so long  a s  consumption p a t t e r n s  remain.  

S o l i g o  u s e s  a  v e r y  s imple  p e r i o d  a n a l y s i s  i n  which t o  demons t ra t e  t h e  

employment g e n e r a t i n g  a s p e c t s  o f  v a r i o u s  income d i s t r i b u t i o n s .  He d i s t i n -  

g u i s h e s  t h r e e  t y p e s  o f  employment: d i r e c t ,  i n d i r e c t ,  and secondary  employ- 

ment g e n e r a t e d  by c o n s t r u c t i o n  a c t i v i t y .  I n  one s i m u l a t i o n  exper imen t  f o r  

t h e  r u r a l  s e c t o r  i n  P a k i s t a n ,  he shows t h a t  t h e  d i s t r i b u t i o n  f a v o r i n g  t h e  

r e l a t i v e l y  r i c h  income groups  g e n e r a t e s  more t o t a l  employment d u r i n g  t h e  

f i r s t  t h r e e  y e a r s  because  o f  t h e  impor tance  o f  secondary  employment i n  t h e  

c o n s t r u c t i o n  i n d u s t r y .  T h e r e a f t e r ,  t h e  d i s t r i b u t i o n  f a v o r i n g  t h e  r e l a t i v e l y  

low income g roups  g e n e r a t e s  a  h i g h e r  l e v e l  o f  a g g r e g a t e  employment. 

The s h o r t - r u n  s u p e r i o r i t y  o f  t h e  d i s t r i b u t i o n  f a v o r i n g  t h e  r i c h  i n  

c r e a t i n g  employment d i s a p p e a r s  when we t a k e  accoun t  o f  t h e  f a c t  t h a t  t h i s  

d i s t r i b u t i o n  h a s  t h e  h i g h e s t  marg ina l  c a p i t a l - o u t p u t  r a t i o  and,  hence ,  g i v e n  

t h e  s a v i n g s  r a t e ,  t h e  lowes t  growth r a t e  o f  a l l  t h e  a l t e r n a t i v e s  c o n s i d e r e d .  

Hence, when t h e  s a v i n g s  r a t e  i s  t h e  e f f e c t i v e  c o n s t r a i n t ,  t h e  d i s t r i b u t i o n  

f a v o r i n g  t h e  r u r a l  poor  g e n e r a t e s  t h e  most employment i n  t h e  f i r s t  a s  w e l l  a s  

a l l  succeeding y e a r s  f o r  r u r a l  households .  For urban househo lds  a  modera te  

d i s t r i b u t i o n  g e n e r a t e s  t h e  most  employment i n  t h e  f i r s t  y e a r ,  b u t  t h i s  i s  

soon o v e r t a k e n  by t h e  d i s t r i b u t i o n  f a v o r i n g  t h e  poor .  The d i s t r i b u t i o n  favor -  

i n g  t h e  r i c h  i s  t h e  w o r s t  f o r  bo th  r u r a l  and u rban  househo lds ,  even i n  t h e  

f i r s t  y e a r .  

I f  t h e  e f f e c t i v e  c o n s t r a i n t  on  growth i s  from f o r e i g n  exchange r e c e i p t s  

so t h a t  t h e  h i g h e r  c a p i t a l - o u t p u t  r a t i o  a s s o c i a t e d  w i t h  t h e  d i s t r i b u t i o n  

f a v o r i n g  t h e  r i c h  cou ld  b e  o f f s e t  w i t h  a  h i g h e r  domes t i c  s a v i n g s  r a t e ,  t h e n  

t h e r e  i s  a  t r a d e - o f f  between d i s t r i b u t i o n s  which w i l l  g e n e r a t e  r e l a t i v e l y  



more employment today b u t  l e s s  i n  t h e  f u t u r e  and t h o s e  which g e n e r a t e  

r e l a t i v e l y  l e s s  today b u t  more i n  t h e  f u t u r e .  

I n  t h e  work on Colombia B a l l e n t i n e  a n d . S o l i g o  have worked wi th  a  

L e o n t i e f  model which i s  c l o s e d  t o  t h e  household s e c t o r .  T h i s  was made 

p o s s i b l e  f o r  Colombia because  o f  t h e  work done by t h e  S e c t o r  A n a l y s i s  D i v i s i o n  

w i t h i n  t h e  Bureau f o r  L a t i n  America a t  USAID which pu t  t o g e t h e r  a  r a t h e r  

d e t a i l e d  inpu t -ou tpu t  t a b l e  f o r  Colombia f o r  1968.  The t a b l e  i s  somewhat 

unique i n  t h a t  t h e  v a l u e  added i n  each producing s e c t o r  h a s  been a l l o c a t e d  

t o  t h e  v a r i o u s  income groups  so  t h a t  t h e  d i s t r i b u t i o n  of  income i s  endogen- 

o u s l y  determined by t h e  s t r u c t u r e  of  o u t p u t .  

The r e l i a b i l i t y  of  t h e  d a t a  i s  q u e s t i o n a b l e  f o r  a  number of  r e a s o n s  

i n c l u d i n g  (i) consumption c o e f f i c i e n t s  f o r  r u r a l  households  have been der ived  

from household budget d a t a  c o l l e c t e d  from urban o r  suburban 'househo lds ,  

( i i )  t h e  d i s t r i b u t i o n  of income g iven  by t h e  d a t a  i s  no t  f u l l y  c o n s i s t e n t  

wi th  d i s t r i b u t i o n s  computed by Berry  and U r r u t i a  and,  ( i i i )  farm p r o d u c t i o n  

c o e f f i c i e n t s  a r e  based on INCORA d a t a  which a r e  n o t  l i k e l y  t o  b e  t y p i c a l  o f  

t h e  a g r i c u l t u r a l  s e c t o r  a s  a whole. 

D e s p i t e  t h e s e  d a t a  l i m i t a t i o n s ,  i t  i s  u s e f u l  t o  examine t h e  i m p l i c a t i o n s  

f o r  t h e  Land-Soligo model of t h i s  d a t a  s i n c e  i t  i s  t h e  on ly  d a t a  a v a i l a b l e ,  

fo r  any developing economy, which f i t s  t h e  g e n e r a l  e q u i l i b r i u m  n a t u r e  o f  t h e  

Land-Soligo model. That i s ,  i t  i s  t h e  o n l y  d a t a  s e t  which a l lows  income 

d i s t r i b u t i o n  t o  b e  determined endogenously w i t h i n  t h e  model. Hence, i t  i s  

p o s s i b l e t o  ask whether t h e  consumption p a t t e r n s ,  f o r  example, of  t h e  poor 

a r e  i n t e n s i v e  i n  t h e  f a c t o r s  o f  p r o d u c t i o n  owned by o t h e r  poor pe rsons  o r  

whether they  a r e  i n t e n s i v e  i n  f a c t o r s  owned by t h e  r i c h .  



H e r e t o f o r e ,  i n  o t h e r  work, we have o n l y  been a b l e  t o  ask what t h e  

e f f e c t s  on t h e  a g g r e g a t e  demand f o r  c a p i t a l  and l a b o r  would be  o f  an exogen- 

o u s l y  imposed income d i s t r i b u t i o n .  These l a t t e r  e x e r c i s e s  never  addressed  

themselves  t o  t h e  q u e s t i o n  o f  whether t h e  p a t t e r n  o f  f a c t o r  demand which 

emerged from t h e  exogenously imposed income d i s t r i b u t i o n  would i t s e l f  

g e n e r a t e  an income d i s t r i b u t i o n  which was c o n s i s t e n t  wi th  t h a t  which was 

imposed. 

I n  o r d e r  t o  examine t h e  " f a c t o r  i n t e n s i t y "  o f  consumption p a t t e r n s  f o r  

Colombia, B a l l e n t i n e  and S o l i g o  imposed a  t a x - t r a n s f e r  scheme whereby f a m i l i e s  

i n  t h e  upper 30 p e r c e n t  o f  t h e  income d i s t r i b u t i o n  p a i d  10  p e r c e n t  of  t h e i r  

incomes i n t o  a  t a x  fund which was a l l o c a t e d  t o  t h e  bottom 70 p e r c e n t  of  t h e  

income d i s t r i b u t i o n  on an equa l  p e r  c a p i t a  b a s i s .  The r e s u l t  o f  t h e  e x p e r i -  

ment was t h a t  t h e  f a c t o r  incomes of  t h e  poor  f e l l  and t h o s e  of  t h e  r i c h  

i n c r e a s e d ,  a l though  t h e  d i s p o s a b l e  incomes o f  t h e  poor  r o s e  due t o  t h e  income 

t r a n s f e r  and t h a t  o f  t h e  r i c h  f e l l  because  o f  t h e  t a x .  These r e s u l t s  i n d i c a t e  

t h a t  t h e  poor spend t h e i r  incomes i n  a  way which u l t i m a t e l y  b e n e f i t s  t h e  r i c h  

r e l a t i v e  t o  t h e  poor .  T h i s  phenomenon occurs  because  t h e  poor spend a  r e l a -  

t i v e l y  l a r g e  p r o p o r t i o n  o f  t h e i r  income on food and a  r e l a t i v e l y  l a r g e  pro-  

p o r t i o n  of  v a l u e  added i n  a g r i c u l t u r e  a c c r u e s  t o  t h e  r i c h  who own most o f  t h e  

l a n d .  Conversely ,  t h e  r i c h  tend t o  spend t h e i r  income i n  ways which f a v o r  

t h e  poor - -p r imar i ly  because  they  d i r e c t l y  h i r e  low wage workers i n  t h e  form 

of  domes t ics ,  g a r d e n e r s ,  c h a u f f e u r s ,  e t c .  

The B a l l e n t i n e - S o l i g o  r e s u l t s  form an i n t e r e s t i n g  c o n t r a s t  w i t h  t h e  more 

u s u a l  s t u d i e s  such a s  t h o s e  by Sunman f o r  Turkey and S o l i g o  f o r  P a k i s t a n  

which show t h a t  t o t a l  employment i n c r e a s e s  when d i s p o s a b l e  income i s  r e d i s t r i -  

bu ted  i n  f a v o r  o f  t h e  poor .  An i n c r e a s e  i n  t h e  employment of  t h e  poor ,  



however, i s  n o t  e q u i v a l e n t  t o  an i n c r e a s e  i n  t h e  t o t a l  income a c c r u i n g  t o  

t h e  poor .  Labor i s  he te rogeneous  and r e d i s t r i b u t i o n  l e a d s  t o  a  s u b s t i t u t i o n  . 

of  ve ry  low paying r u r a l  employment f o r  h i g h e r  paying urban employment. These 

r e s u l t s  sugges t  t h a t  whi le  r e d i s t r i b u t i o n  can c o n t r i b u t e  t o  t h e  s o l u t i o n  o f  

t h e  employment problem t h i s  may have a  n e g a t i v e  e f f e c t  on t h e  incomes o f  

many of  t h e  urban poor and may have l i t t l e  e f f e c t  on t h e  s h a r e  o f  f a c t o r  

income going t o  t h e  poor. 

Income d i s t r i b u t i o n  and government p o l i c y  

A s s o c i a t e s  have under taken r e s e a r c h  on bo th  a s p e c t s  o f  t h i s  p r o j e c t :  

how t o  measure t h e  Fncidence o f  a  government ' s  t a x  programs, and how t o  

measure b e n e f i t s  from government p o l i c i e s  ( i n c l u d i n g  bu t  n o t  l i m i t e d  t o  

government e x p e n d i t u r e s .  

McLure h a s  completed s t u d i e s  on t h e  i n c i d e n c e  o f  government r e c e i p t s  f o r  

Malaysia ,  Panama and Colombia [Discuss ion  Papers  No. 1 7 ,  "The Inc idence  o f  

Taxa t ion  i n  West Malaysia ,"  No, 36,  "The D i s t r i b u t i o n  o f  Income and Tax 

Inc idence  i n  Panama, 1969," and No. 41, "The Inc idence  o f  Colombian Taxes ,  

1970t ' ] .  Krzyzaniak,  i n  c o l l a b o r a t i o n  wi th  Ozmucur, h a s  completed a  g e n e r a l  

s tudy  on t h e  i n c i d e n c e  o f  t a x e s  i n  Turkey [Discuss ion  Paper  No. 28, "The 

D i s t r i b u t i o n  of  Income and t h e  Shor t - run  Burden o f  Taxes ,  1968,"l and a  

s t u d y  on t h e  i n c i d e n c e  of  a g r i c u l t u r a l  t a x e s  [Discuss ion  Paper  No. 52, "The 

Shor t - run  Burden of  Taxes on t h e  Turkish  A g r i c u l t u r e  i n  t h e  S i x t i e s " ] .  

McLurets s tudy on Colombia i s  a c t u a l l y  an improvement and upda t ing  of  a  

p r e v i o u s  s tudy .  I t  d i f f e r s ,  however, i n  two r e s p e c t s .  I t  i s  based on new and 

b e t t e r  in fo rmat ion  s u p p l i e d  from household surveys  conducted by t h e  s t a t i s t i c a l  



i n s t i t u t e ,  DANE, on t h e  d i s t r i b u t i o n  of  incomes by household o r  family ,  

and consumer spending. (Prev ious  s t u d i e s  by DANE had focused on t h e  d i s -  

t r i b u t i o n  o f  i n d i v i d u a l  incomes.) Furthermore,  t h e  e s t i m a t e s  o f  income 

d i s t r i b u t i o n  and t h e  t a x  burden a r e  made f o r  bo th  urban and r u r a l  s e c t o r s  and 

then combined t o  g ive  a  n a t i o n a l  p i c t u r e .  

The major u n c e r t a i n t i e s  i n  t h e  a l l o c a t i o n  of t a x e s  r e l a t e  t o  t h e  burden 

o f  t h e  co rpo ra t e  income t a x  and t h e  c o f f e e  expo r t  d u t i e s .  Because t h e  

t heo ry  i s  no t  adequate  t o  i n d i c a t e  d e f i n i t i v e l y  under what cond i t i ons  t h e  

co rpo ra t e  income t a x  may o r  may not  be  s h i f t e d ,  McLure uses  t h e  approach o f  

a l t e r n a t e l y  a l l o c a t i n g  t h e  burden of t h e  t a x  t o  Colombian and f o r e i g n  

sha r eho lde r s  and t o  consumers. He a l s o  p rov ide s  a l t e r n a t i v e  a l l o c a t i o n s  o f  

t h e  c o f f e e  expo r t  d u t i e s  which he cons ide r s  may o r  may not  be  viewed a s  

a s  a  b e n e f i t  f o r  a i d i n g  t h e  c o f f e e  s e c t o r s .  

Using unpubl i shed  d a t a  s u p p l i e d  by t h e  Finance M i n i s t r y ,  McLure conc ludes  

t h a t :  (1)  t h e  p e r s o n a l  income t a x  burden i s  h i g h l y  p r o g r e s s i v e ,  r i s i n g  from 

l e s s  t han  one t o  12-17 p e r c e n t  i n  t h e  h i g h e s t  b r a c k e t s ;  ( 2 )  c o f f e e  d u t i e s ,  i f  

inc luded  a s  t a x e s ,  a r e  p r o g r e s s i v e  i n  t h e  r u r a l  s e c t o r  b u t  r e g r e s s i v e  f o r  t h e  

c o u n t r y  a s  a whole; (3) t h e  c o r p o r a t e  income t a x ,  accord ing  t o  which assumpt ion  

i s  used, is e i t h e r  s l i g h t l y  o r  h i g h l y  p r o g r e s s i v e ;  (4) t h a t  t h e  l uxu r y  com- 

ponents  of t h e  n a t i o n a l  s a l e s  t a x  add t o  t h e  p r o g r e s s i v i t y  o f  t h e  o v e r a l l  t a x  

s t r u c t u r e ;  and (5) l o c a l  t a x e s  a r e  p r o g r e s s i v e  due t o  r e l i a n c e  on p r o p e r t y  

t axes - -borne ,  i t  i s  assumed, by c a p i t a l i s t s .  Depar tmental  t a x e s  a l s o  have a 

p r o g r e s s i v e  inc idence  because  t h e y  a r e  ob t a ined  i n  l a r g e  deg ree  f r m  t a x a t i o n  

of a l c o h o l i c  beverages  which have a n  income e l a s t i c i t y  g r e a t e r  t h a n  one. 

McLure's g e n e r a l  c o n c l u s i o n - - t h a t  t h e  t a x  sys tem i n  Colombia i s  p rog r e s s ive - -  

is i n s e n s i t i v e  t o  t h e  r ange  of  assumptions  d e a l i n g  w i t h  t h e  p roper  t r e a t m e n t  

o f  c o f f e e  expo r t  d u t i e s  and t h e  i n c i d e n c e  of  t h e  c o r p o r a t e  income tax. 



Krzyzaniak and Ozmucur used a  1968 Turkish survey d a t a  of  persona l  

d i sposab l e  incomes and es t imated  t h e  sho r t - run  burden o f  t a x e s  i n  Turkey 

by income groups.  Two v a r i a n t s  were e s t ima t ed .  I n  Var ian t  A they adopted 

t h e  usua l  procedure  t h a t  assumes t h a t  d i r e c t  t axe s  i n  t h e  s h o r t  run  f a l l  on  

f a c t o r s  and i n d i r e c t  t a x e s  a r e  s h i f t e d  forward i n  fu3.1 on consumers. I n  

Var ian t  B they assume i n s t e a d  t h a t  t h e  income t a x  becomes o f  non- 

g e n e r a l i t y  and heavy t a x  evasion i s  p r o p o r t i o n a l , . a n d  t h e  co rpo ra t i on  t a x  

because o f  l a ck  of  compet i t iveness  i s  s h i f t e d  forward i n  f u l l  a s  i f  i t  were 

a  s a l e s  t ax .  

Under assumptions o f  Var ian t  A t h e  burden o f  d i r e c t  t a x e s  i s  pro-  

g r e s s i v e l y  d i s t r i b u t e d ,  b u t  i n  Va r i an t  B i t  i s  p r a p o r t i o n a l .  A s  f o r  

i n d i r e c t  t a x e s  t h e i r  burdens  i n  both v a r i a n t s  a r e  p r o p o r t i o n a l l y  d i s t r i b u t e d .  

A s  d i r e c t  t a x e s  account f o r  on ly  about 113 o f  t o t a l  t a x  revenue t h e  

t o t a l  t a x  burden i s  d i s t r i b u t e d  s l i g h t l y  p r o g r e s s i v e l y  i n  Var ian t  A and 

p o r t i o n a l l y  i n  Var ian t  B. 

With r e s p e c t  t o  t a x a t i o n  i n  t h e  a g r i c u l t u r a l  s e c t o r ,  Krzyzaniak f i n d s  

t h a t  t h e  t a x  burden on t h i s  s e c t o r  i s  h ighe r  than  Turkish economists  e s t i -  

mate. There a r e  two reasons  f o r  t h i s  f i nd ing :  Unl ike  Turk i sh  economists ,  

Krzyzaniak assumes t h a t  i n d i r e c t  t a x e s  on a g r i c u l t u r a l  commodities a r e  

s h i f t e d  back t o  t h e  farmer.  Furthermore,  he p o i n t s  t o  quas i  t a x e s  l e v i e d  

on Turkish a g r i c u l t u r e .  There i s  a l s o  some evidence t h a t  c a p i t a l  i n p u t s  

i n  Turk i sh  a g r i c u l t u r e  a r e  c o s t l i e r  than  they  a r e  i n  wes te rn  Europe o r  i n  

t h e  U.S.A. 

An a p p r o p r i a t e  model f o r  t h e  s tudy o f  b e n e f i t s  from government p o l i c y  

appears  t o  be  t h e  Harberger  model. Three papers  on  t h e  development o f  t h i s  

model have been completed by McLure and McLure and Th i r sk  and d i s t r i b u t e d  



as Discussion Papers [No. 31, "A Diagrammatic Exposition of General 

Equilibrium Tax and Expenditure Incidence Analysis with One Immobile 

Factor," No. 37, "General Equilibrium Incidence Analysis: The Harberger 

Model after Ten Years," No. 48, "A Numerical Exposition of the Harberger 

Model of Tax and Expenditure Incidence"], Nevertheless, this model has 

certain shortcomings. Some of these features were set forth by Ballentine 

and Eris in a Discussion Paper [No. 38, "On the General Equilibrium Analysis 

of Tax Incidence"] which was distributed in the Spring of 1973. 

In addition to tax incidence, McLure has worked on the development of 

a theoretical framework for determining the expenditure and benefit incidence 

of government policy. One paper has been issued as a Discussion Paper [No. 49, 

"Public Goods and Income Distribution: An Explanatory Commentr1] while another 

was presented at the Workshop on Income Distribution and Its Role in Develop- 

ment at Rice University in April 1974. This latter paper is entitled "On 

the Theory and Methodology of Estimating Benefit and Expenditure Incidence." 

Thirsk's research has focussed on an empirical evaluation of the impact 

of government agricultural programs and policies in Colombia on income 

distribution and output. In one Discussion Paper [No. 33, "Income Distri- 

bution, Efficiency and the Experience of Colombian Farm Mechanization"] he 

argues that the policy dilemma often posed between income distribution and 

growth objectives is misplaced. In a perfectly competitive economy where 

there is no divergence between private and social (shadow) prices, policies 

promoting greater equity would be in direct conflict with the output goal. 

BUG in Thirsk's opinion, it is unreasonable to assume in most developing 

countries (and certainly in Colombia) that such optimum decision making has 

already occurred before changes in economic policies are contemplated. More 



likely, the economy is initially perforrr.i.ng with some degree of inefficiency 

as a result of a combination of market imperfections and government inter- 

ventionist policies. In this initial policy setting it should be possible 

to design new policies which impose a degree of complementarity between 

the equity and the efficiency goals. 

Thirsk has focused on five major policy areas with respect to Colombian 

agriculture: (i) price supports for agricultural commodities, (ii) land 

redistribution, (iii) the distribution of agricultural credit, (iv) policies 

to promote farm mechanization and (v) rural education. Most of this work 

has been distributed in the Program's Discussion Paper Series [No. 4 3 ,  

"Income Distribution Consequences of Agricultural Price Supports in Colombia;" 

No. 51, "Rural Credit and Income ,Distribution in Colombia;" No. 5 3 ,  "Some 

Aspects of Efficiency and Income Distribution in Colombian Land Reform," 

and No. 54, "Income Distribution and Colombian Rural Education"]. 

In general, Thirsk found that with regard to policies affecting Colombian 

agriculture an improved distribution of income is not inconsistent with the 

achievement of higher levels of output. There are many areas where better 

performance in equity and allocative efficiency are compatible with each 

other. He showed that the system of agricultural price supports redistri- 

butes income from poor to rich and reduces the efficiency of resour'ce 

allocation. Consequently, abandoning the present price support system and 

permitting world prices to rule domestic crop prices would generate im- 

provement in both income distribution and the level of output. 

The issue of land reform was addressed in Discussion Paper No. 5 3 .  In 

a review of INCORA's activities it was concluded that INCORA could help more 



small  farmers than i t  has  and r a i s e  t h e  e f f i c i e n c y  o f  i t s  expendi tures  i f  

i t  s h i f t e d  more of budget towards p a r c e l i z a t i o n  schemes ( i . e .  schemes t o  

subdivide l a r g e r  t r a c t s  o f  land t o  be so ld  t o  smal le r  ho lde r s ) .  It was 

a l s o  i nd i ca t ed  i n  t h i s  paper t h a t ,  un l e s s  new farm u n i t s  c r ea t ed  by INCORA 

were extremely small ,  l a n d l e s s  workers may be  included among those  who would 

b e n e f i t  from land reform. F i n a l l y ,  it  was shown t h a t  land reform should 

r a i s e  t o t a l  a g r i c u l t u r a l  ou tpu t ,  though perhaps no t  t o  t h e  e x t e n t  t h a t  has  

been a n t i c i p a t e d  i n  t h e  pas t .  

Paper No. 51 i s  concerned wi th  t h e  a l l o c a t i o n  o f  r u r a l  c r e d i t  by farm 

s i z e .  On the  b a s i s  o f  a  l i m i t e d  sample o f  i nd iv idua l  farm d a t a ,  which 

un fo r tuna t e ly  d id  no t  inc lude  farms normally considered t o  be l a r g e ,  i t  was 

discovered t h a t  t h e  marginal p r o d u c t i v i t y  o f  i n t e rmed ia t e  i npu t s  was h igher  

on t h e  smal les t  s i z e  o f  farm fo r  a  ma jo r i t y  of t he  crop-regions examined. 

Since farms l a r g e r  than  those  contained i n  t h e  sample probably r ece ive  an 

even g r e a t e r  amount of  c r e d i t  per  h e c t a r e ,  it  was suggested t h a t  a  r e d i s t r i -  

bu t ion  o f  r u r a l  c r e d i t  i n  favor  o f  small  farms would be d e s i r a b l e  on both 

e f f i c i e n c y  and income d i s t r i b u t i o n  grounds. 

Cred i t  p o l i c i e s  which subs id i ze  t h e  process  of  farm mechanization on 

l a r g e  farms were t h e  sub jec t  o f  Paper No. 33.  A small  genera l  equ i l i b r ium 

model of  t h e  Colombian economy was cons t ruc ted  and used t o  s imula te  t h e  

impact o f  subs id i z ing  t h e  s a l e  of c r e d i t  and c a p i t a l  resources  t o  l a r g e  

farms. Considering changes kn bo th  product and f a c t o r  p r i c e s ,  and how in-  

come i s  spent  a s  wel l  a s  how i t  i s  earned,  i t  was found t h a t  subsidized mech 

a n i z a t i o n  l e d  t o  a  d e t e r i o r a t i o n  i n  t h e  func t iona l  d i s t r i b u t i o n  of income 

by en l a rg ing  t h e  share  of  c a p i t a l  a t  t h e  expense of  l abo r  and small  farmers.  

A sepa ra t e  c a l c u l a t i o n  suggested t h a t  subsidized mechanization imparied 

a l l o c a t i v e  e f f i c i e n c y  s ince  a  b e t t e r  d i s t r i b u t i o n  of land was more than  



o f f s e t  by a  worse d i s t r i b u t i o n  of c a p i t a l  and labor .  Removing t h e  subsidy 

t o  l a r g e  farm mechanization (or  even tax ing  i t )  would, t he re fo re ,  genera te  

ga ins  i n  both e f f i c i e n c y  and equ i ty .  

F ina l ly ,  i n  Paper No. 54, a  l imi t ed  and b r i e f  excursion was made i n t o  

the  a r ea  of r u r a l  education. A number of e x i s t i n g  s t u d i e s  of  educat ion 

i n  Colombia were surveyed and t h e i r  impl ica t ions  fo r  r u r a l  income d i s t r i -  

bu t ion  were drawn. Since most of t h e s e  s t u d i e s  r e f e r  t o  urban a r e a s  it 

i s  hazardous t o  extend t h e i r  r e s u l t s  i n  unmodified form t o  the  r u r a l  s e c t o r .  

There i s  l i t t l e  doubt t h a t  urban primary educat ion i s  rewarded with a  

s u f f i c i e n t l y  high r a t e  o f  r e t u r n  t o  warrant t h e  expansion of  t h i s  s e c t o r .  

Whether s imi l a r  expansion i n  t h e  r u r a l  s ec to r  i s  warranted i s  moot un le s s  

migra t ion  t o  urban c e n t e r s  i s  admitted a s  a  s t rong  p o s s i b i l i t y .  A t  l e a s t  

one study s t rongly  suggested t h a t  t h e  payoff t o  r u r a l  educat ion i s  high 

and p o s i t i v e  only i n  t h e  p re sen t ly  most advanced regions.  I f  t r u e ,  t h e r e  

maybe a  s i g n i f i c a n t  c l a s h  between equ i ty  and e f f i c i e n c y  when the  r eg iona l  

dimensions of r u r a l  educat ion a re  analyzed. 

Income d i s t r i b u t i o n ,  development planning,  and s p e c i a l  i n t e r e s t  groups 

The p o l i t i c a l  process  c l e a r l y  imposes c o n s t r a i n t s  on a t tempts  t o  

r e d i s t r i b u t e  income. On the  o t h e r  hand, p o l i t i c s  and the  i n t e r a c t i o n  among 

s o c i a l  groups determine t h e  groups which a r e  t o  be favored by government 

pol icy .  Understanding of  t hese  i n t e r a c t i o n s  and the  c h a r a c t e r i s t i c s  of  

economic and s o c i a l  groups a s  they r e l a t e  t o  the  d i s t r i b u t i o n  of income and 

government pol icy  i s  the  b a s i s  f o r  t h i s  po r t ion  o f  t h e  research .  



Three investigators have been involved in this project during the 

year: von der Mehden, Hill, and Supernor. In his work in Malaysia 

von der Mehden was greatly aided by officials of the EPU, Department of 

Statistics, Penang Development Corporation, and University of Sains Malaysia. 

Hill's and Supernor's research has been assisted greatly by the Economic 

Planning Unit (EPU), Department of Statistics and Ministry of Education. 

The work of these three investigators is described below. 

1. Survey of business firms and organizations 

Von der Mehden, using interviews of the top levels of business firms 

and organizations throughout West Malaysia, has almost completed his 

analysis of the relations between the private sector and government with 

regard to policies and programs that may effect tax and expenditure policies 

under study by Rice economists and political scientists. This study is 

providing data to understand better the limits on GOM policy makers as well 

as eliciting reactions on programs in the income distribution field. 

The questionnaire was prepared to elicit data on: 

a) sources of information on government policies 

b) types and frequency of contacts between the private and 
public sectors 

c) types of cooperation among firms and organizations on government 
policies 

d) examples of influence by the private sector on government policies 

e) attitudes toward private-sector-government relations 

f) attitudes toward GOM income distribution programs. 



The sample was chosen from throughout  West Malays ia  w i t h  t h e  e x c e p t i o n  o f  

two s t a t e s  w i t h o u t  a p p r e c i a b l e  l a r g e - s c a l e  f i rms.  I n  a l l  240 f i r m s  and 

o r g a n i z a t i o n s  e x e c u t i v e s  were in te rv iewed .  

A f t e r  complet ion o f  h i s  r e s e a r c h  i n  Malays ia ,  P r o f e s s o r  von d e r  Mehden 

s p e n t  1973-74 on t h r e e  e lements  o f  t h e  p r o j e c t :  w r i t i n g  up t h e  r e s u l t s  

and c l e a n i n g  t h e  r e s e a r c h  m a t e r i a l ,  r e p o r t i n g  t h e  r e s u l t s  and p r e p a r i n g  

f o r  f u t u r e  comparat ive  a n a l y s i s .  The i n i t i a l  r e s u l t s  o f  t h e  Malays ia  s t u d y  

were r e p o r t e d  i n  p a s t  r e p o r t s  and have g e n e r a l l y  h e l d  up through more 

i n t e n s i v e  s tudy .  During t h e  p a s t  y e a r  s e v e r a l  a r e a s  o f  a n a l y s i s  were ex- 

p lo red .  It was n e c e s s a r y  t o  r e t u r n  t o  Malays ia  i n  December, 1973, t o  meet 

w i t h  GOM o f f i c i a l s ,  g a t h e r  f u r t h e r  d a t a ,  g a i n  p e r m i s s i o n  f o r  p u b l i c a t i o n  and 

c l e a n  up d a t a .  More complex s t a t i s t i c a l  a n a l y s i s  was accomplished d u r i n g  

t h e  summer o f  1974. Of c o n s i d e r a b l e  u s e  were i n t e r v i e w s  w i t h  v i c e - p r e s i d e n t s  

and heads  o f  i n t e r n a t i o n a l  s e c t i o n s  o f  t h e  h e a d a u a r t e r s  o f  companies w i t h  

s u b s i d i a r i e s  i n  Malaysia .  Not on ly  were new d a t a  o b t a i n e d ,  b u t  t h e  p e r -  

s p e c t i v e s  o f  o v e r s e a s  i n d u s t r i a l  inves tment  from t h e  v iewpoin t  o f  top  p l a n -  

n e r s  was ex t remely  e n l i g h t e n i n g  and l e d  t o  f u r t h e r  avenues  o f  r e s e a r c h .  

2. D i s t r i b u t i o n  of  p u b l i c  e x p e n d i t u r e s  and t h e i r  impact  

The f i e l d  work f o r  H i l l ' s  r e s e a r c h  p r o j e c t  e n t a i l e d  t h e  c o l l e c t i o n  o f  a  

b road  s e t  o f  d a t a  on e d u c a t i o n  and h e a l t h  i n  West Malays ia  and Turkey. 

B r i e f l y ,  t h r e e  c a t e g o r i e s  o f  d a t a  were sought :  ( a )  government e x p e n d i t u r e  

d a t a ,  (b)  d a t a  on t h e  i n f r a s t r u c t u r e  o f  s e r v i c e  p rov ided  i n  t h e s e  a r e a s  

( such  a s  t r a i n e d  p e r s o n n e l ,  c a p i t a l  f a c i l i t i e s ,  e t c . ) ,  and ( c )  what might  b e  

termed s o c i a l  o u t p u t s  f o r  bo th  a r e a s  of  a n a l y s i s .  



A s  an outcome o f  h i s  work, H i l l  o b t a i n e d  t h r e e  s e t s  of d a t a - - a  s e t  of  

e d u c a t i o n - r e l a t e d  v a r i a b l e s ,  a  s e t  of  h e a l t h - r e l a t e d  v a r i a b l e s ,  and an 

i n i t i a l l y  smal l  s e t  of  g e n e r a l  s o c i a l  and economic v a r i a b l e s  f o r  b o t h  

c o u n t r i e s .  The f i r s t  two s e t s  a r e  f o r  t h e  most c u r r e n t  y e a r s  a v a i l a b l e .  

H i l l  i s  g e n e r a l l y  c o n t e n t  wi th  t h e  q u a l i t y  and comprehensiveness o f  t h e  

complete  s e t  o f  v a r i a b l e s .  There  a r e  some u n f o r t u n a t e  gaps ,  p a r t i c u l a r l y  

f o r  t h e  Malaysian d a t a ,  b u t  they  a r e  n o t  c r i p p l i n g  t o  h i s  a n a l y s i s .  The 

major shortcoming i s  t h a t  a l l  t h e  d a t a  a r e  f o r  v e r y  r e c e n t  y e a r s ,  t h u s  

e l i m i n a t i n g  s t u d y  of  changes over  l o n g e r  p e r i o d s  o f  t ime.  

The a n a l y s i s  inc luded  t h r e e  p r i n c i p a l  s t a g e s . .  F i r s t ,  a  v a r i e t y  o f  

i n d i c a t o r s  o f  p h y s i c a l  s e r v i c e  l e v e l s  and o f  p o l i c y  outcomes f o r  h e a l t h  and 

e d u c a t i o n  p o l i c y  were examined f o r  bo th  of  t h e  c o u n t r i e s .  From t h e s e  s e t s  

of  v a r i a b l e s ,  i n d i c e s  o f  l e v e l  o f  h e a l t h  s e r v i c e s ,  h e a l t h  outcome l e v e l s ,  

l e v e l  o f  e d u c a t i o n a l  s e r v i c e s ,  and e d u c a t i o n a l  outcome l e v e l s  were gener-  

a t e d  f o r  each n a t i o n .  (The u n i t s  of  a n a l y s i s  f o r  t h e  s t u d y  were w i t h i n -  

n a t i o n  a d m i n i s t r a t i v e  u n i t s  such a s  p r o v i n c e s  i n  Turkey and s t a t e s  i n  

Malays ia . )  The approach t o  concept  measurement u t i l i z e d  h e r e  r e s u l t e d  i n  

u s e f u l  i n f o r m a t i o n  abou t  t h e  c h a r a c t e r  of  s e r v i c e s  and outcomes, and a l lowed 

t h e  a n a l y s t  t o  d i s t i n g u i s h  s t a t i s t i c a l l y  independent  "dimensions" o f  such 

mncep t  s .  

Second, t h e  r e s e a r c h  ana lyzed  t h e  d i s t r i b u t i o n s  o f  p e r  c a p i t a  expend- 

i t u r e  l e v e l s  and s e r v i c e  l e v e l s  w i t h i n  t h e  two c o u n t r i e s .  R e s u l t s  i n d i c a t e d  

t h a t  p e r  c a p i t a  e x p e n d i t u r e  l e v e l s  were g e n e r a l l y  e q u a l  a c r o s s  t h e  u n i t s  

of  a n a l y s i s ,  whereas s e r v i c e  l e v e l s  were g e n e r a l l y  skewed markedly toward 

more u rban ized ,  developed a r e a s .  That  i s ,  p e r  c a p i t a  e x p e n d i t u r e  l e v e l s  



for education and health were very uniform across the Malaysian states 

and the Turkish provinces. However, the levels of physical service pro- 

vided in these policy areas varied significantly, with higher service 

levels provided in more modernized areas of the two countries. Both ex- 

penditures and services can be seen as indexing the level of governmental 

commitment to policy goals; however, the two may have different implications 

and potential for the realization of these goals. Distinguishing the dis- 

tributional characteristics of expenditures and services is an important 

first step in the assessment of overall policy effectiveness. 

Finally, the research examined the determinants of policy outcome 

levels utilizing various combinations of expenditures, services, and con- 

textual variables as predictors. Results indicated that per capita expendi- 

tures are poor outcome predictors, whereas per capita service levels are 

much more potent in this regard. The implications of this finding are 

very important for the host of scholarly studies which have examined policy 

effectiveness or policy effort by analyzing levels of government expenditure 

committed to policy areas. The findings on this point question the utility 

of expenditure levels as outcome predictors and establish the utility of 

other indicators (that is, service levels) in that regard. 

Findings from this report were presented in Hill's dissertation 

presented in April, 1974, and entitled "Distributional and Impact Analysis 

of Public Policy: A Two-Nation Study for Education and Health Policy." 

3. The impact of development on Tamil communities 

Supernor's research on acculturation and socio-economic development 

in Tamil communities has required elicitation of data on household composi- 

tion, life histories, social mobility, income, household budgets, capital 



e x p e n d i t u r e s  and s a v i n g s ,  r e c r e a t i o n ,  s o c i a l  and p o l i t i c a l  o r g a n i z a t i o n ,  

v a l u e  o r i e n t a t i o n s ,  and c o g n i t i v e  systems.  He h a s  used e t h n o g r a p h i c  and 

su rvey  r e s e a r c h  methods t o  c o l l e c t  t h e  d a t a ,  and h a s  c o n c e n t r a t e d  h i s  f i e l d  

r e s e a r c h  i n  t h e  e n v i r o n s  o f  Labu, Negri  Sembilan,  where d i f f e r e n t  k i n d s  o f  

Tamil communities a r e  w i t h i n  s h o r t  d i s t a n c e s  o f  each  o t h e r .  The f i r s t  

s e v e r a l  months o f  f i e l d  r e s e a r c h  were devoted t o  e t h n o g r a p h i c  r e s e a r c h  f o r  

t h e  purpose  o f  deve lop ing  a  c u l t u r a l l y  s e n s i t i v e  q u e s t i o n n a i r e  on economic 

v a l u e s  and s t r a t e g i e s  t h a t  cou ld  b e  a d m i n i s t e r e d  t o  a  sample o f  Tamils  o f  

d i f f e r e n t  socio-economic c l a s s e s .  T h e r e a f t e r ,  a d m i n i s t e r i n g  t h e  q u e s t i o n -  

n a i r e s  absorbed a  l a r g e  p o r t i o n  o f  r e s e a r c h  t ime,  each i n t e r v i e w  r e q u i r i n g  

about two and a  h a l f  hours .  T h i s  su rvey  r e s e a r c h  and t h e  e t h n o g r a p h i c  

r e s e a r c h  on urban Tamils was completed n e a r  t h e  end o f  A p r i l  1974. The 

fo l lowing  o b s e r v a t i o n s  a r e  s u b j e c t  t o  r e v i s i o n  and a r e  based p r i m a r i l y  on 

e t h n o g r a p h i c  r e s e a r c h  i n  r u r a l  communities.  

Rural  communities a r e  o f  f o u r ,  p r o g r e s s i v e l y  l e s s  impover ished,  t y p e s ;  

( 1 )  European owned e s t a t e s ;  (,2) F e d e r a l  Land Development Schemes; (3)  S t a t e  

Land Development Schemes; and ( 4 )  a g r i c u l t u r a l  f r e e - h o l d e r  communities. 

E s t a t e  workers  a r e  most impover ished.  Housing p rov ided  by t h e  e s t a t e s  i s  

minimal and wages b a r e l y  meet s u b s i s t e n c e  needs .  The Labor Cour t  h a s  

determined t h e  b a s i c  wage o f  e s t a t e  workers  a s  t h e  amount t h a t  a  working 

m a r r i e d  coup le  needs  t o  suppor t  t h e i r  f ami ly ,  s o  t h a t  t h e  b a s i c  wage o f  an 

e s t a t e  worker i s  one-ha l f  t h a t  o f  an  u n s k i l l e d  government worker whose wage 

i s  p r e d i c a t e d  on t h e  amount needed f o r  a  working man t o  s u p p o r t  h i s  f ami ly .  

E s t a t e  workers  have few p e r s o n a l  p o s s e s s i o n s .  Household f u r n i t u r e  i s  mini-  

ma l - - s l eep ing  p l a t f o r m s  and a  t a b l e  and c h a i r s .  Food, p r o v i s i o n s ,  c l o t h e s ,  



u t e n s i l s ,  e t c .  a r e  bought on c r e d i t  f r o a  l o c a l  p r o v i s i o n  shops and hawkers 

wi th  t h e  r e s u l t  t h a t  most e s t a t e  workers a r e  p e r p e t u a l l y  i n  d e b t .  V i r t u a l l y  

a l l  o f  them p a r t i c i p a t e  i n  ' fchLt-funds ,"  which a r e  r o t a t i n g  c r e d i t  s o c i e t i e s  

t h a t  g e n e r a t e  r e l a t i v e l y  l a r g e  suns of money needed f o r  r i t u a l  o c c a s i o n s  

such a s  weddings. Fear  of  envy and s o r c e r y  a r e  s e r i o u s  h i n d r a n c e s  t o  

upward s o c i a l  m o b i l i t y  and economic improvement. 

S e t t l e r s  i n  Federa l  Land Development Schemes ea rn  about  t w i c e  a s  much 

a s  e s t a t e  workers ,  even a f t e r  t h e y  make payments on l o a n s  f o r  t h e i r  land and 

house .  The two t o  t h r e e  room houses  a r e  s e v e r a l  t imes  t h e  s i z e  o f  e s t a t e  

q u a r t e r s ,  and each fami ly  has  seven and a h a l f  a c r e s  o f  rubber  t r e e  l a n d ,  

two a c r e s  o f  garden l a n d ,  and a t ~ o u t  a  h a l f  a c r e  of house land.  The govern- 

ment e x a c t s  monthly l o a n  payments o f  5 0 X o o f  a l l  e a r n i n g s  above $70. A l l  o f  

t h e  l a t e x  must be  s o l d  t o  t h e  government a t  government p r i c e s ,  which a r e  con- 

s i d e r a b l y  lower than p r i c e s  o n  t h e  open market .  A major source  of  c o r r u p t i o n  

d e r i v e s  from uneven enforcement o f  t h i s  r u l e .  Another problem i s  Phat s e t t l e r s  

a r e  n o t  informed r e g u l a r l y  about t h e  e x t e n t  o f  t h e i r  d e b t  t o  t h e  government, 

and o f f i c i a l s  a r e  suspec ted  o f  skimming money from l o a n  pzyments. But t h e  

s e t t l e r s  a r e  much more p rosperous  than  e s t a t e  workers.  Houses a r e  f i l l e d  

w i t h  f u r n i t u r e  and wi th  e l e c t r i f i c a t i o n  i n  t h e  n e a r  f u t u r e  w i l l  have e l e c -  

t r i c a l  app l icances .  Most men have  motor-bikes .  Women have much more go ld  

jewelry  than  t h e i r  s i s t e r s  on t h e  e s t a t e s .  

S e t t l e r s  on S t a t e  Land Development Schemes a r e  more p rosperous  t h a n  t h o s e  

on Federa l  schemes. They know e x c a c t l y  how much t h e y  owe t h e  S t a t e ,  t h e i r  

loan  payments a r e  f i x e d  a t  $50 p e r  month, and t h e  p r i c e  t h a t  t h e y  r e c e i v e  

f o r  l a t ex  i s  t h e  a c t u a l  market p r i c e .  T h i s  i s  advantageous now, d u r i n g  a  

p e r i o d  o f  h igh  p r i c e s  and demand. Other  advantages  i n c l u d e  t h e  f a c t  t h a t  

c r o p  l and  i s  con t iguous  w i t h  house land and houses  a r e  n o t  a  p a r t  o f  t h e  



government scheme. People bu i ld  houses t o  t h e i r  own l i k i n g  and income l e v e l  

and they a r e  more inc l ined  t o  use  t h e i r  garden lands than  i n  Federal  schemes. 

Most s e t t l e r s  p r e f e r  t h e  s t a t e  schemes because they can l i v e  i n  community 

c l u s t e r s ,  s epa ra t e  from t h e  Malays and Chinese; whereas i n  Federal schemes 

they a r e  forced t o  l i v e  among o t h e r  peoples  who may "bully" them. 

Freeholder schemes were s e t  up i n  t h e  1930s by t h e  B r i t i s h .  Like t h e  

Land Development Schemes they r e s t r i c t e d  t h e  r i g h t  of  t h e  s e t t l e r s  t o  s e l l  

t h e i r  p roper ty ,  bu t  i n  a d i f f e r e n t  way. Whereas s e t t l e r s  i n  t h e  schemes 

cannot s e l l  t h e i r  p roper ty  f o r  99 yea r s ,  f reeholders  a r e  merely r e s t r i c t e d  

from s e l l i n g  t h e i r  l ands  t o  non-Tamils. These f r eeho lde r s  a r e  t h e  most pros- 

perous o f  t h e  l o t .  They have t e l e v i s i o n  s e t s ,  motor b ikes ,  p len ty  of house- 

hold f u r n i t u r e ,  and even beds with mat t resses .  Many homes a r e  q u i t e  l a rge .  

They a r e  f r e e  t o  use  t h e i r  l ands  i n  any way they p lease .  They produce palm 

toddy, r a i s e  p igs ,  and grow crops o f  co f f ee ,  o i l  palm, bananas, t ap ioca ,  and 

g a r l i c .  Much o f  t h e i r  income i s  sen t  back t o  Ind ia  where they a r e  support ing 

r e l a t i v e s ,  buying land ,  and th inking  of  r e tu rn ing  some day. 

One of  t h e  broadest  d i f f e r ences  i n  t h e  Tamil community i s  between t h e  

o ld  and young. The o l d e r  people s t i l l  make economic p l ans  i n  terms of  sup- 

po r t ing  r e l a t i v e s  i n  Ind ia  and i n  terms of  r e tu rn ing  the re .  Young Tamils 

a r e  much more c o m i t t e d  t o  Malaysia. They have l i t t l e  attachment t o  Ind ia  

and a r e  much more concerned about t h e  pos i t i on  o f  Indians v i s - a - v i s  Malays 

and Chinese i n  Malaysian soc i e ty .  Some few Indians  play important r o l e s  and 

hold key p o s i t i o n s  i n  t he  s o c i a l ,  p o l i t i c a l ,  and economic f a b r i c  i n  t h e  country. 

The masses o f  Indian l a b o r e r s  and white  c o l l a r  workers a r e  s t r a t e g i c a l l y  

concentrated i n  many c r i t i c a l  a r eas  of  t h e  economy --  p l a n t a t i o n s ,  ra i lways ,  

shipyards,  and nea r ly  every government department and se rv i ce .  The union 



o r g a n i z a t i o n s  i n  each o f  t h e s e  a r e a s  have been e s t a b l i s h e d ,  developed, and 

run by Ind ians .  The Ind i ans  a l s o  p rov ide  p r o f e s s i o n a l  s e r v i c e s  ( l e g a l ,  med- 

i c a l ,  and educa t i ona l )  t o  t h e  count ry  i n  numbers f a r  d i s p r o p o r t i o n a t e  t o  

t h e i r  numerical  s t r e n g t h  i n  t h e  popula t ion  of  Malaysia.  But t h e i r  e f f o r t s  

t o  s ecu re  a  b e t t e r  p o s i t i o n  i n  Malaysian s o c i e t y  have been f r u s t r a t e d  by 

f ac t i ona l i sm .  Supernor s ee s  t h i s  f a c t i o n a l i s m  a s  a  r e f l e c t i o n  i n  p a r t  of 

t h e  p e c u l i a r  p e r s o n a l i t y  s t r u c t u r e  o f  Tamils which d e r i v e s  from p roces se s  

o f  s o c i a l i z a t i o n .  

E. Disseminat ion and U t i l i z a t i o n  of  Research Data 

The Program of Development S tud i e s  h e l d  a workshop on Income D i s t r i -  

b u t i o n  and I t s  Role i n  Development on Apr i l  24-26, 1974. The primary 

func t i on  of t h e  workshop was t o  p r e sen t  p r e l im ina ry  f i n d i n g s  by Assoc i a t e s  

o f  t h e  Program t o  a s e l e c t e d  group of i n t e r e s t e d  r e s e a r c h e r s ,  admin i s t r a -  

t o r s  and p o l i c y  a d v i s e r s  and t o  r e c e i v e  t h e i r  c r i t i c a l  e v a l u a t i o n  of t h e  

work. The agenda and l i s t  of p a r t i c i p a n t s  a r e  g iven  i n  Attachment I. The 

s e r i e s  o f  seminars  and luncheon d i s c u s s i o n  meet ings  where t h e  Assoc i a t e s  

and gradua te  s t u d e n t s  sha r e  t h e i r  r e s e a r c h  p roposa l s ,  exper iences  and 

r e s u l t s  was a l s o  cont inued.  A l i s t  of t h e  meet ings  and speakers  i s  g iven  

i n  Attachment 11. 

The Program of Development S t u d i e s  ma in t a in s  a  Discuss ion  Paper S e r i e s .  

These papers  a r e  w r i t t e n  by Assoc i a t e s  and a r e  u s u a l l y  p r e l im ina ry  t o  

j ou rna l  p u b l i c a t i o n .  The papers  a r e  c i r c u l a t e d  t o  r e s e a r c h e r s  and s c h o l a r s  

i n  t h e  f i e l d  o f  development f o r  comment and t o  l i b r a r i e s  of educa t i ona l  

i n s t i t u t i o n s  i n  t h e  U.S. and abroad making up a  ma i l i ng  l i s t  o f  approximately  

600. Attachment 111 l i s t s  Discuss ion  Papers  r e l a t e d  t o  t h e  AID r e sea r ch  

proposa l ,  and Attachment I V  g ive s  a  l i s t  of t h e  r e p r i n t s  o f  a r t i c l e s  pub l i shed  

o r  accep ted  f o r  p u b l i c a t i o n .  



In addition to the Program seminars, luncheon discussion meetings 

and the Workshop in April, Associates have participated in other seminars 

and meetings. Some of these are listed below. 

Von der Mehden gave two seminars to the GOM at which time written 

analyses were transmitted to Malaysian officials. Seminars were also given 

to local universities, one at the Universiti Sains Malaysia in July and a 

second at the Universiti Kebangssan in December. A GOM seminar was held in 

December, 1974, employing some of von der Mehden's data. Von der Mehden 

completed a discussion paper on the Penang project during the fall and one 

on communalism in the spring of 1974. The spring of 1975 will see comple- 

tion of an extensive monograph focusing upon the two parts of the Malaysia 

study. Finally, the U.S. Department of Commerce widely disseminated the 

preliminary results of von aer Mehden's research as published in a Depart- 

ment of State document. 

Hill has provided considerable information relevant to his research to 

Jacob Meerman of the World Bank, who is undertaking a more comprehensive 

study of the effects of government expenditures on income distribution 

in Malaysia. Along with preliminary versions of his research design and 

empirical results, Hill has offered the World Bank group assistance in the 

form of contacts with helpful Malaysian government officials as well as 

background information on health and education problems and data availability. 

Tuncay Sunrnan will attend a "Special Conference/~orksho~ on the 

Research Component of Graduate Education in Economics and Related Fields" 

at the University of Colorado from August 5-8. He will present the results 

of his research to a group of about two dozen foreign students from 

eighteen countries. 



David Roberts and Timothy Gauhan presented seminars on their work to 

the group at CEDE (Centro de Estudios nobre desarrollo ~con6mico) at Los 

Andes University in ~ o ~ o t i .  

McLure gave seminars on his work at Southern Methodist University and 

the World Bank. 

Krzyzaniak gave seminars on his PDS research at the Universitat des 

Saarlandes, Saarbruecken, West Germany; Institut fiir Wirtschafts and Finanz- 

politik, Friedrick-Alexander Universitat, Nurnberg, West Germany; the Inter- 

national Labor Organization; India International Center, New Delhi; and 

Graduate School of Economics, University of Bombay. Most of the seminars 

were attended primarily by academics but the seminar in Delhi was given to 

an audience consisting primarily of government of India officials and 

economic advisors to the public sector. Finally, Krzyzaniak held informal 

discussions at the National Council of Applied Economic Research, New Delhi 

and at the Indo-American Chamber of Commerce, New Delhi. Lectures in India 

were organized by USIS in New Delhi and Bombay. 

Soligo will be attending a number of seminars and conferences and will 

be presenting two papers on his Program research during the fall of 1974. 

Land will be attending the annual meeting of the Society for Inter- 

national Development at Abidjan in August, 1974. 

Program of Development Studies research is of considerable interest to 

economists and officials in developing countries and international organi- 

zations as well as in the United States. Work closely related to the Land- 

Soligo model is being undertaken by economists in Chile, Peru, India, and 

Brazil as well as at the International Labor Office. To a large extent, 



these researchers are unaware of the work being done by others. We are 

currently making plans to contact each of these economists and to establish 

communications among them. Interest of the Associates in the relationship 

between income distribution, factor usage, and consumption patterns also 

dovetails nicely with current interest in the State Planning Organization 

and the State Institute of Statistics in Turkey and the Economic Planning 

Unit in Malaysia in these same topics. 

Planned work by Berry and Soligo (referred to in section G) is of 

concern to local planners in Colombia who have stressed employment and dis- 

tribution objectives in their policy recommendation. We have benefitted a 

great deal from informal collaboration with officials in Planeacion. 

McLure has been participating in the work of the World Bank dealing 

with the incidence of various taxes and expenditures. In this work, he has 

been applying many of the concepts developed in his Program research. 

Collaborative work with national scholars is an ingredient we hope to 

stress increasingly in the future. Several Colombian economists are cur- 

rently working on distribution-oriented research. It is our intention to 

bring these scholars together at some point next year for an interchange of 

results, problems, and ideas. 

The Program of Development Studies has undertaken some preliminary dis- 

cussions with officials of the Rothko Chapel Foundation in Houston to co- 

sponsor a Colloquium, some time in late 1975 or early 1976, on the issue of 

distribution in a world context. While the agenda for the Colloquium is very 

tentative at this time, it is expected that the majority of the participants 

will be from less developed countries. 



F. Statement  o f  Expendi tu res  and C o n t r a c t o r  Resources 

Expendi tu res  f o r  t h e  pe r iod  from J u l y  1, 1973 through December 31, 1973 

a r e  shown i n  Attachment V. T o t a l  e x p e n d i t u r e s  o f  t h e  Program o f  Development 

S t u d i e s  i n c l u d i n g  A I D ,  Na t iona l  Sc ience  Foundation and Rice  U n i v e r s i t y  fund- 

i n g  f o r  t h e  p e r i o d  from J u l y  1, 1973 t o  June  30, 1974 a r e  shown i n  Table  1. 

Expendi tu res  under t h e  A I D  c o n t r a c t  from J u l y  1, 1973 t o  June 30, 1974 a r e  

shown i n  Table 2 wi th  a  breakdown i n t o  t h e  t h r e e  r e s e a r c h  components. A 

summary o f  e x p e n d i t u r e s  t o  d a t e  under t h e  A I D  c o n t r a c t  f o r  t h e  p e r i o d  

J u l y  1, 1971 t o  June 30, 1974 i s  g iven  i n  Table  3. 

G .  Work P l a n  and Budget Forecas t  f o r  t h e  Coming Year 

1. Colombia 

The Rice  U n i v e r s i t y  Program o f  Development S t u d i e s  p r o j e c t  i n  Colombia 

h a s  s o  f a r  c o n c e n t r a t e d  on t h r e e  s t u d i e s :  t h e  i n c i d e n c e  o f  t h e  government 

a g r i c u l t u r a l  p o l i c i e s  conducted by Wayne T h i r s k ;  t h e  r e l a t i o n s h i p  between 

income c l a s s ,  consumption p a t t e r n s ,  and t h e  demand f o r  l a b o r  and c a p i t a l ,  

conducted by B a l l e n t i n e ,  Berry  and So l igo ;  and t h e  i n c i d e n c e  o f  t a x a t i o n ,  

conducted by C h a r l e s  McLure. 

Ongoing and planned p r o j e c t s ,  i n  a d d i t i o n  t o  t h o s e  enumerated above, 

i n c l u d e :  ( a )  a n a l y s i s  o f  how t h e  l e v e l  o f  m i g r a t i o n  i s  i n f l u e n c e d  by income 

d i s t r i b u t i o n  and how, i n  t u r n ,  m i g r a t i o n  a f f e c t s  t h e  d i s t r i b u t i o n  o f  income, 

by B a l l e n t i n e ;  (b) expansion o f  t h e  work by B a l l e n t i n e  and S o l i g o  t o  i n c l u d e  

m a l y s i s  o f  how a  g iven  l e v e l  o f  budge ta ry  t r a n s f e r s  a f f e c t s  t h e  d i s t r i b u t i o n  

o f  income; ( c )  work by A l b e r t  Berry  and So l igo  on how expansion o f  e x p o r t s ,  

s u b s i d i z a t i o n  of  housing and encouragement of tour i sm a f f e c t  t h e  d i s t r i b u t i o n  

o f  income. 



Using d a t a  on approximately  450 m i g r a n t s  t o  ~ o g o t i  dur ing  1950-68, 

B a l l e n t i n e  w i l l  e s t i m a t e  t h e  migrant  r u r a l  income p r i o r  t o  m i g r a t i o n  ( o r  

& a t  he could have expected t o  e a r n  i n  t h e  r u r a l  a r e a  i f  he d id  n o t  work 

t h e r e  b e f o r e  m i g r a t i o n ) .  The d a t a  p r o v i d e s  d i r e c t  o b s e r v a t i o n  on t h e  

m i g r a n t ' s  income ( a t  t h e  t ime of  t h e  survey)  and p r o v i d e s  means f o r  e s t i -  

mat ing t h e  m i g r a n t ' s  i n i t i a l  income a f t e r  migra t ion .  Using t h e s e  income 

f i g u r e s  h e  w i l l  e s t i m a t e  t h e  d i r e c t  change i n  t h e  d i s t r i b u t i o n  of  income 

i n  Colombia. To o b t a i n  t h e  i n d i r e c t  e f f e c t s  he  w i l l  e s t i m a t e  t h e  change 

i n  t h e  composi t ion o f  demand due t o  t h e  d i r e c t  change i n  income d i s t r i b u t i o n .  

Using AID's c l o s e d  inpu t -ou tpu t  model f o r  Colombia he w i l l  c a l c u l a t e  t h e  

e f f e c t  t h i s  d i r e c t  change h a s  on employment and t h e  d i s t r i b u t i o n  of income. 

So l igo  and B a l l e n t i n e  w i l l  a t t empt  t o  expand t h e i r  work on t h e  e x t e n t  

t o  which t a x - l i k e  t r a n s f e r s  can a l t e r  t h e  d i s t r i b u t i o n  o f  income i n  Colombia. 

They p l a n  t o  g e n e r a t e  an i n i t i a l  d i s t r i b u t i o n  o f  income us ing  AID's c l o s e d  

inpu t -ou tpu t  model o f  Colombia. They w i l l  t hen  determine what t h e  d i s t r i -  

b u t i o n  o f  income would have been i f ,  say ,  10 p e r c e n t  o f  t h e  income o f  t h e  

two r i c h e s t  q u i n t i l e s  were given t o  t h e  t h r e e  p o o r e s t  q u i n t i l e s .  The 

r e s u l t i n g  r e d i s t r i b u t i o n  o f  income w i l l  be termed a  100 p e r c e n t  e f f e c t i v e  

r e d i s t r i b u t i o n .  To s e e  i f  such a  r e d i s t r i b u t i o n  may b e  achieved they  w i l l  

a l t e r  t h e  v a l u e  added c o e f f i c i e n t s  f o r  each income group i n  t h e  i n p u t -  

o u t p u t  m a t r i x ,  r educ ing  t h o s e  of  t h e  two r i c h e s t  q u i n t i l e s  by 10 p e r c e n t  

and i n c r e a s i n g  t h o s e  o f  t h e  p o o r e r  q u i n t i l e s  by t h e  amount t h e  o t h e r e s  were 

decreased .  (Th is  keeps  t o t a l  v a l u e  added by l a b o r  i n  each i n d u s t r y  con- 

s t a n t ,  on ly  r e d i s t r i b u t i n g  i t ) .  The r e s u l t i n g  d i s t r i b u t i o n  o f  income w i l l ,  

i n  g e n e r a l ,  d i f f e r  from t h e  100 p e r c e n t  e f f e c t i v e  r e d i s t r i b u t i o n  due t o  t h e  



d i f f e r i n g  spending p r o p e n s i t i e s  o f  r i c h  and poor .  Thus, t h e y  w i l l  b e  a b l e  

t o  compare t h e  r e s u l t s  of  each t a x - l i k e  m a n i p u l a t i o n  o f  v a l u e  added co- 

e f f i c i e n t s  w i t h  100 p e r c e n t  e f f e c t i v e  r e d i s t r i b u t i o n .  

The proposed work by Berry  and S o l i g o  i n v o l v e s  l o o k i n g  a t  two 

i n d u s t r i e s ,  r e s i d e n t i a l  c o n s t r u c t i o n  and t o u r i s m  a s  we l l  a s  a  g e n e r a l  r ev iew 

o f  n o n - t r a d i t i o n a l  e x p o r t s  from t h e  p o i n t  o f  view o f  de te rmin ing  what e f f e c t s  

t h e s e  a c t i v i t i e s  have on employment and income d i s t r i b u t i o n .  Colombia i s  

c u r r e n t l y  pursu ing  a  p o l i c y  o f  promoting r e s i d e n t i a l  c o n s t r u c t i o n ;  l a r g e  

numbers o f  r e l a t i v e l y  u n s k i l l e d  workers  can  be  drawn i n t o  employment p u t t i n g  

a d d i t i o n a l  income i n t o  t h e  hands of  t h e  "low" income groups .  A s i m i l a r  

argument h a s  been made f o r  t h e  t o u r i s t  i n d u s t r y .  An i n c r e a s e  i n  t h e  number o f  

f o r e i g n  t o u r i s t s  may c r e a t e  new jobs  i n  r e s t a u r a n t s ,  h o t e l s ,  t a x i  d r i v e r s ,  

g u i d e s ,  e t c .  I f  t h e s e  j o b s  a r e  f o r  t h e  r e l a t i v e l y  u n s k i l l e d ,  low income 

groups  could  be  the main b e n e f i c i a r i e s .  F i n a l l y ,  arguments have been made 

t h a t  Colombia h a s  t h e  p o t e n t i a l  f o r  e x p o r t i n g  i n c r e a s i n g  amounts o f  l a b o r -  

i n t e n s i v e  goods,  a g a i n ,  l e a d i n g  t o  more employment and improved income 

d i s t r i b u t i o n .  

T h e i r  work i n t e n d s  t o  o b t a i n  q u a n t i t a t i v e  e s t i m a t e s  o f  t h e  employment 

and income d i s t r i b u t i o n  e f f e c t s  o f  each o f  t h e s e  p o t e n t i a l  p o l i c i e s .  Thus 

f a r ,  arguments have n o t  been based on c a r e f u l  e m p i r i c a l  a n a l y s i s .  

2. Malays ia  

Von d e r  Mehden i s  complet ing h i smonographon  i n d u s t r i a l i z a t i o n  and 

income d i s t r i b u t i o n  i n  Malaysia  ( expec ted  Spr ing  1975) .  He p l a n s  t o  f i n i s h  

i n t e r v i e w i n g  e x e c u t i v e s  o f  h e a d q u a r t e r s  o f  f i r m s  based i n  Malays ia  and do 

f u r t h e r  s t a t i s t i c a l  a n a l y s i s .  A s  p a r t  o f  t h e  l a t t e r  h e  and K i m  H i l l  a r e  

do ing  p r e l i m i n a r y  work on ways of  r e f o r m u l a t i n g  t h e  d a t a  and u s i n g  d i f f e r e n t  



s t a t i s t i c a l  methods t o  r e f i n e  r e s u l t s .  Von d e r  Mehden h a s  been p a r t i c u l a r l y  

i n t e r e s t e d  i n  r e f i n i n g  some s c a l i n g  t e c h n i q u e s .  F i n a l l y ,  von d e r  Mehden 

p l a n s  p r e p a r i n g  tvro d i s c u s s i o n  p a p e r s  f o r  p u b l i c a t i o n  i n  j o u r n a l s .  

Following t h e  complet ion of  1::s d i s s e r t a t i o n ,  K i m  H i l l  h a s  been 

invo lved  i n  p r e p a r i n g  ? a r t s  o f  t h e  document f o r  p u b l i c a t i o n  i n  t h e  form o f  

d i s c u s s i o n  p a p e r s  and a r t i c l e s .  The f i r s t  a r t i c l e  under c o n s i d e r a t i o n  i s  

i n i t i a l l y  e n t i t l e d  "Pub l ic  Expend i tu res  and P u b l i c  S e r v i c e s  a.s P r e d i c t o r s  

o f  P o l i c y  Outcomes: A Two-Nation Ana lys i s . "  He i s  a l s o  p lann ing  means o f  

a n a l y z i n g  h i s  d a t a  a long  l o n g i t u d i n a l  l i n e s  t o  cover  one o f  t h e  major  gaps  

i n  t h e  d i s s e r t a t i o n  a n a l y s i s .  

Supernor p l a n s  t o  spend t h e  fo l lowing  y e a r  c m p l e t i n g  h i s  d i s s e r t a t i o n .  

He h a s  a  depar tmenta l  d e a d l i n e  f o r  t h e  f i r s t  d r a f t  of  l a t e  January  1975 and 

f u l l y  e x p e c t s  t o  meet t h a t  d a t e  s i n c e  a l l  h i s  d a t a  i s  i n  hand. 

The work of  Rice  s c h o l a r s  i n  ?.fa?aysia and t h e i r  c o n t a c t s  wi th  Malaysian 

c o u n t e r p a r t s  h a s  l e d  t o  c o n s i d e r a b l e  i n t e r e s t  i n  t h e  communal a s p e c t s  o f  t h e  

income d i s t r i b u t i o n  problem wi th  von d e r  Mehden g i v i n g  a  paper  on  t h e  i s s u e  

i n  t h e  s p r i n g  and p l a n n i l x a n  a r t i c l e  f o r  t h i s  f a l l  and Pupernor d e s i r i n g  t o  

c o n t i n u e  h i s  work on t h e  Tamils .  Th i s  h a s  l e d  o t h e r  PDS s c h o l a r s  t o  d i s c u s s  

t h e  problem i n  o t h e r  e n v i r o n n e n t s  such a s  R i m l i n g e r ' s  paper  on N i g e r i a .  

3. General  

S o l i g o  w i l l  review a  number o f  s t u d i e s ,  which a r e  now becoming a v a i l a b l e ,  

which throw l i g h t  on t h e  Land-Soligo model and t h e  h y p o t h e s i s  concern ing  t h e  

r e l a t i v e  f a c t o r  i n t e n s i t y  of  consumption p a t t e r n s  o f  d i f f e r e n t  income c l a s s e s .  

Communication wi th  t h e  a u t h o r s  o f  t h e s e  s t u d i e s  w i l l  be  e s t a b l i s h e d  s o  t h a t  



unpubl ished a s p e c t s  which would i n c r e a s e  t h e  c o n p r a b i l i t y  o f  t h e  work by 

d i f f e r e n t  peop le  would be  made a v a i l a b l e .  Also,  i t  i s  hoped t h a t  i n c r e a s e d  

communication would f a c i l i t a t e  a  d i s c u s s i o n  of  d i f f e r e n t  methodological  

approaches  and problems. 

I n  summer 1974, Krzyzaniak i n t e n d s  t o  do r e s e a r c h  i n  West Malaysia .  

Malaysian a u t h o r i t i e s  expressed  i n t e r e s t  i n  having r e s e a r c h  p o l i c i e s  t o  

h e l p  a g r i c u l t u r e ,  e s p e c i a l l y  i n  t h e  form o f  developing food p r o c e s s i n g  

i n d u s t r i e s .  A p p l i c a t i o n  f o r  v i s a  and p e r m i t  t o  r e s e a r c h  have been a p p l i e d  

f o r .  One could c o n s i d e r  e f f o r t s  a t  development o f  such i n d u s t r i e s  a  

r e d i s t r i b u t i o n a l  p o l i c y .  I n  West Malaysia ,  incomes o f  t h e  r u r a l ,  mainly  

Malayan p e a s a n t r y ,  p e r  c a p i t a  remain n e a r  s t a t i o n a r y .  P r o c e s s i n g  may 

i n c r e a s e  p r i c e s  p a i d  t o  p e a s a n t s  and i n c r e a s e  job o u t l e t s  f o r  t h e  e x c e s s  

r u r a l  young. I f  i n  a d d i t i o n  such i n d u s t r i e s  a r e  l o c a t e d  i n  t h e  r u r a l  a r e a s ,  

l a b o r  m u l t i p l i e r s  w i l l  become o p e r a t i v e  i n  t h e  a r e a s  where t h e r e  i s  t h e  

g r e a t e s t  need f o r  jobs .  

H Funding o f  t h e  Research 

T h i s  r e p o r t  h a s  d e a l t  mainly  wi th  t h o s e  r e s e a r c h  p r o j e c t s  sponsored by 

t h e  Agency f o r  I n t e r n a t i o n a l  Development. However, i t  should be  p o i n t e d  

o u t  t h a t  t h e  Program o f  Development S t u d i e s  i s  conduct ing o t h e r  r e s e a r c y  

f inanced  by t h e  Na t iona l  Sc ience  Foundation and Rice  U n i v e r s i t y .  T h i s  

r e s e a r c h  i s  a l s o  concerned wi th  q u e s t i o n s  p e r t a i n i n g  t o  income d i s t r i b u t i o n .  

The s p e c i f i c  t o p i c s  have t o  do w i t h  t h e  r e l a t i o n s h i p  between t h e  d i s t r i b u t i o n  

o f  income, t h e  growth of  p o l i t i c a l  p a r t i e s ,  t h e  p a t t e r n s  o f  f o r e i g n  i n v e s t -  

ment, t h e  technology employed by f o r e i g n  v e r s u s  domest ic  f i r m s  i n  response  



t o  f ac to r  p r i c e s  i n  developing count r ies ,  i n f l a t i o n ,  and expor ts  of 

labor- in tens ive  commodities. The p r i n c i p a l  i n v e s t i g a t o r s ,  f o r  t h i s  r e l a t e d  

research a r e  Professors  Robert Dix, Donald Huddle, Yhi-Min Ho, Gordon Smith, 

and Samuel Morley. 

The Program of Development S tudies  w i l l  request  an extension of t he  

Estimated Completion Date of i t s  A I D  con t r ac t  from June 30, 1974 t o  

June 30, 1975. This add i t iona l  time has become necessary because of o r i g i n a l  

delays i n  concluding the  con t rac t  and f u r t h e r  delays due t o  d i f f i c u l t i e s  i n  

obta in ing  o f f i c i a l  approvals  t o  conduct a  po r t ion  of the  research  i n  Turkey. 

Valuable time was l o s t  before nego t i a t ions  were i n i t i a t e d  with another  

country, Malaysia, t o  ga in  permission t o  implement research  the re .  In  

a n t i c i p a t i o n  of  t h i s  extension of time, t he  research  budget fo r  FY '75 has 

been revised  accordingly. Table 4 o u t l i n e s  A I D ,  NSF and Rice Universi ty 

f inancing fo r  the  period from Ju ly  1, 1974 through June 30, 1975. Table 5 

shows pro jec ted  expenditures fo r  the  same period under the  A I D  con t r ac t  

with a  breakdown i n t o  the  major p ro jec t  ca t egor i e s .  



ATTACHMENT IA 

PROGRAM OF DEVELOPMENT STUDIES 
Workshop on 

Income Distribution and Its Role in Development 
April 25 and 26, 1974 

Thursday, April 25, 1974 (Morning Session) 

9:OO- 9:30 ~egistration 
The Kyle Morrow Memorial Room, Fondren Library, Rice University 

9:30 - 9:40 Introduction - James W. Land 
9:40 - 12:OO Income Distribution, Inflation and Gains from Development 

Chairman: Ronald Soligo 

Papers : Donald L. Huddle, "Inflationary Financing, Industrial Expansion, and 
the Gains from Development in Brazil1' 

Yhi-Min Ho, "Inflation and the Share of Government Tax Revenue 
in National Income: An Empirical Test" 

Clark Reynolds, "The Recent Evolution of Savings and the Financial 
System in ~exico in Relation to the Distribution of Income and 
Wealth" 

Round Table 
Participants: 

Werner Baer, Vanderbilt University 
Charles R. Frank, Jr., Brookings Institution 
Robert Samohyl, Rice University 

Thursday, April 25, 1974 (afternoon session) 

2:00 - 5:00 Development Planning, Political Parties, and Special Interest Groups 

Chairman: Gordon Smith 

Papers : Fred R. von der Mehden, "Communalism, Industrial Policy and 
Income Distribution in Malaysia" 

Robert H. Dix, "The Developmental Significance of the Rise of 
Populism in Colombia" 

Discussants: 

Samuel Aluko, University of Ife, Western Nigeria 
Charles Anderson, University of Wisconsin 
Eldon Kenworthy, Cornell University 



Workshop on "Income Distribution and Its Role in Development--continued. 

Thursday, April 25, 1974 (evening session) 

8:00 - 10:OO Income Distribution, the Structure of Demand and Growth 

Chairman: Donald L. Huddle 

Papers : James W. Land and Ronald Soligo, "Income Classes, Consumption 
Patterns, and Factor Usage" 

Ronald Soligo, "Factor Intensity of Consumption Patterns, 
Income Distribution and Employment Growth in Pakistan" 

Tuncay Sunman, "Short-run Effects of Income Distribution on 
Some Macro-economic Variables: The Case of Turkey" 

J. Gregory Ballentine and Ronald Soligo, "Consumption and Earnings 
Patterns and Income Redistribution: The Case of Colombia" 

Discussants: 

Montek S. Ahluwahlia, World Bank 
R. Albert Berry, University of Western Ontario 
William R. Cline, The Brookings Institution 
Gustav Ranis, Yale University 

Friday, April 26, 1974 (morning session) 

9:00 - 12:OO Income Distribution and Government Policy 

Chairman: Gaston V. Rimlinger 

Papers: Marian Krzyzaniak, "We May Soak the Rich but Can We Help the 
Poor? and "A Note on the Geometry of Macro-incidence of 
Government Policies" 

Charles E. McLure, Jr., "On the Methodology of Estimating 
Expenditures and Benefit Incidence" 

Wayne R. Thirsk, "Income Distribution Consequences of Agricultural 
Price Supports in Colombia" 

Kim Q. Hill, "Some Proposals for the Analysis of Public Policy 
and Policy Consequences" 

Discussants: 

Luc De Wulf, International Monetary Fund 
Jacob Meerman, World Bank 
Ira Sharkansky, University of Wisconsin 
Karl Roskamp, Wayne State University 
Richard Webb, Woodrow Wilson School, Princeton 



Workshop on "Income Distribution and Its Role in Development--continued 

Friday, April 26, 1974 (afternoon session) 

2:OO - 4:30 Import Substitution, Income Distribution and Foreign Investment 

Chairman : Wayne R. Thirsk 

Papers : Samuel A. Morley and Gordon W. Smith, "The Choice of Technology: 
Multinational Firms in Brazil" 

Discussants: 

R. Hal Mason, U.C.L.A. 
Richard Nelson, Yale University 



ATTACHMENT TI3 

PROGRAM OF DEXELOPMENT STUDIES 

Roster of All Participants in 
Workshop on 

Income Distribution and Its Role in Development 
April 25 and 26, 1374 

Montek Ahluwahlia 

Samuel Aluko 

Charles Anderson 

Werner Baer 

J. Gregory Ballentine 

Stephen Bender 

R. Albert Berry 

Ricardo Candelo 

William R. Cline 

Edwin J. Cohn 

Luc De Wulf 

. Robert H. Dix 

Charles R. Frank, Jr. 

Glenn Halm 

Kim Q. Hill 

Yhi-Min Ho 

Donald L. Huddle 

Eldon Kenworthy 
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ATTACHMENT I1 

PROGRAM OF DEVELOPMENT STUDIES 
Brown Bag Luncheon Meetings 
(July 1, 1973 - June 30, 1974) 

September 4, 1973 James W. Land, "Ongoing and Future Research" 

September 18, 1973 F.R. von der Mehden, "Private Sector and Industrial 
Policy in Malaysia1'. 

October 9, 1933 Yhi-Min Ho and Donald Huddle, "Small Scale and 
Traditional Industries in Development and International 
Trade" 

October 23, 1973 & 
October 30, 1973 J.W. Land and Ronald Soligo (with Steve Bender and 

R. Butler) "Housing with a Potential for Future 
Re search1' 

November 20, 197 3 J. W. Land, "Agenda for Proposed Conference" 

December 4, 1973 Gordon W. Smith, "Technology, Foreign Investment and 
Income Distribution in Brazil" 

January 8, 1974 James W. Land, "New AID Research Proposal for the Program" 

January 22, 1974 Ronald Provencher, "Substantive and Comparative Analyses 
of Business Success: Malays, Indians, and Chinese of 
West Malaysia" 

February 5, 1974 Wayne R. Thirsk, "Income Distribution Consequences of 
Agricultural Price Supports in Colombia" 

February 19, 1975 Marian Krzyzaniak, "Note on the Geometry of Macro- 
incidence Analysis1' 

March 12, 1974 Charles E. McLure, Jr. , "On the Methodology of Estimating 
Expenditures and Benefit Incidence" 

Seminars 

November 28, 1973 Gaston V. Rimlinger, "The Formation of an Administrative 
Elite in a New Country: The Case of the Congo'! 

Consultants 

September 7, 1973 R. Albert Berry, AID/Colombia 

Dec. 13-14, 1973 Felix Paukert, WEP Research Branch, ILO 
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ATTACHMENT 111 

PROGRAM OF DEVELOPMENT STUDIES 
Discussion Papers 

July 1, 1973 to June 30, 1974 

* No. 43 "Income Distribution Consequences of Agricultural Price Supports in 
Colombia" (1973), Wayne R. Thirsk 

* No. 44 "Factor Intensity of Consumption Patterns, Income Distribution and 
Employment Growth in Pakistan" (1973), Ronald Soligo 

* No. 45 "Industrialization in Malaysia: A Penang Micro-Study" (1973), 
Fred R. von der Mehden 

J; No. 46 "Short-run Effects of Income Distribution on Some Macro-Economic 
Variables: The Case of Turkey" (1973), Tuncay M. Sunman 

* No. 47 "The Inequity of Tadng Iniquity: A Plea for Reduced Sumptuary Taxes 
in Developing Countries" (1973), Charles E. McLure, Jr. & Wayne R. Thirsk 

* No. 48 "A Numerical Exposition of the Harberger Model of Tax and Expenditure 
Incidence" (1973), Charles E. McLure, Jr. & Wayne R. Thirsk 

* No. 49 "Public Goods and Income Distribution: An Explanatory Comment" (1974), 
Charles E. McLure, Jr. 

No. 50 "Education and Modernization in Zaire: A Case Study", Gaston V. Rimlinger 

* No. 51 "Rural Credit and Income Distribution in Colombia" (1974), Wayne R. Thirsk 

* No. 52 "The Short-run Burden of Taxes on the Turkish Agriculture in the Sixties," 
(1974), Marian Krzyzaniak and Suleyman Ozmucur 

* No. 53 "Some Aspects of Efficiency and Income Distribution in Colombian Land 
Reformtt (1974), Wayne R. Thirsk 

* No. 54 "Income Distribution and Colombian Rural Education" (1974), Wayne R. Thirsk 

* 
Papers with an 7'; were financed directly under AID contract AID1csd-3302. 

- 42 - 



ATTACHMENT IV 

PROGRAM OF DEVELOPMENT STUDIES 
Reprint Series 

(July 1, 1973 to June 30, 1974) 

12. Donald L. Huddle, "Disequilibrium Foreign Exchange Systems: The 
Generation of Industrialization and Inflation in Brazil," Economia 
Internazionale, XXV, 3 (Agosto, 1972). 

13. Marian Krzyzaniak and Suleyman Ozmucus, "Distribution of Incomes and the 
Short-Run Burden of Taxes in Turkey, 1968," Finanzarchiv, Band 32, 
Heft 1 (1973). 

14. Charles E. McLure, Jr., "The Incidence of Taxation in West Malaysia," 
Malayan Economic Review, XVII, 2 (October, 1972). 

15. Gordon W. Smith, IWarketing and Economic Development: A Brazilian 
Case Study, 1930-70," Food Research Institute, XII, 3 (1973). 

16. Charles E. McLure, Jr., "A Diagrammatic Exposition of the Harberger Model 
with One Innnobile Factor," Journal of Political Economy, LXXXI1,l (1974). 

17. Wayne R. Thirsk, "Factor Substitution in Colombian Agriculture," 
American Journal of Agricultural Economics, LVI, 1 (February, 1974). 

18. Marian Krzyzaniak, "Government Expenditures, the Revenue Constraint, and 
Wagner's Law (The Case of Turkey)," Growth and Change,V, 2 (April, 1974). 

19. Gaston V. Rimlinger, "Indigenization of Industry," Quarterly Journal of 
Administration--(January, 1973). 



ATTACHMENT V 

Table 1 

I. Salaries 
A. U. S. Personnel 

1. Home Office-Prof. 
2. Home Office-Non-Prof. 

Grad. Assts.-Students 
Grad. Students 
Secretarial/clerical 
TechnicalIAdmin. 

3. Field-Prof. 
4. Field-Grad. Students 

PROGRAM OF DEVELOPMENT STUDIES 
FYI74 Expenditures 

(July 1, 1973 - June 30, 1974) 
By Source of Financing 

Additional 
NSF I1 Menil Rice Univ. 

A ID NSF I (new grant) Foundation Support 

B. Cooperating Nationals 6,006.53 0 0 0 0 

11. Consultants 1,514.00 3,882.70 0 2,057.00 0 

111. Fringe Benefits 8,228.95 764.78 253.61 0 5,025 

IV. Overhead 35,171.9?* 2,532.64 1,224.25 0 24,257 

V & VI. Travel 
A. Travel & Allowances 
B. Travel Advances (15,979.10) 5,689.00 8,706.00 (18,282.98) 0 

VII. Other Direct Costs 14,545.13 750.05 23.07 1,554.52 0 
A. Telephone 486.14 166.47 1.77 294.07 0 
B. Books & Periodicals 223.60 124.44 0 120.27 0 
C. Printing & Reproduction 3,874.98 459.14 21.30 1,140.18 0 
D. Conference 9,960.41 0 0 0 0 

VIII. Expendable Supplies 3,056.16 3,154.09 4.82 197.77 0 
A. Postage 997.83 91.33 4.82 175.32 0 
B. Miscellaneous Charges 0 0 0 184.15 0 
C. Computer Services 1,749.13 3,062.76 0 ( 896.48) 0 
D. Office Supplies & Mntc. 309.20 0 0 734.78 0 

X. Subcontracts 3,446.07 0 0 0 0 

GRAND TOTAL 

*Note: Travel shows credit in Menil Foundation Grant because advances were 
* 

originally made from the Menil Grant and when travel was completed the actual travel 
expenses were charged to the appropriate funding source. **- 

lnis Overhead figure for AID does not include an $18.00 adjustment made after the 
accounting printouts were completed. The additional $18.00 is included in the monthly 
voucher submitted to AID. 



ATTACHMENT V 

Table 2 

I. S a l a r i e s  
A. U.S. Personnel 

1. Home Office-Prof .  
2. Home Office-Non-Prof. 

Research Ass ts . - s tud .  

PROGRAM OF DEVELOPMENT STUDIES 
Contract AIDIcsd-3302 

FYI74 Expenditures 
( Ju ly  1, 1973 - June 30, 1974) 
Breakdown by Researchcomponent 

Topic I Topic I1 Topic I11 TOTAL 

Graduate Students 6,678.38 2,298.50 5,620.95 14,597.83 
Sec re t a ry ICle r i ca l  3,761.22 2,002.44 911.22 6,674.88 
Technical/Admin. 4,862.08 1,887.08 1,887.08 8,636.24 

3. Field-Pro f .  797.92 5,861.11 2,722.22 9,381.25 
4.  Field-Grad. Students  - 2,955.47 3,546.67 6,502.14 

B .  Cooperating o r  
Third Country Nationals  2,912.24 1,506.81 1,587.48 6,006.53 

11. Consultants 105.00 409.00 1,000.00 1,514.00 

* 
III.& I V .  Fringe Benef i t s  & Overhead 16,822.22 15,780.82 10,797.82 43,400.86* 

A.  Fringe Benef i t s  3,320.30 3,044.88 1,863.77 8,228.95 
B. Overhead* 13,501.92 12,735.94 8,934.05 35,171.91" 

V 6 V I .  Travel 3,367.37 2,181.71 432.51 5,981.59 
A .  Travel & Allowances 5,364.69 5,324.27 11,271.73 21,960.69 
B. Travel Advances (1,997.32) (3,142.56) (10,839.22) ( 15,979.10) 

V I I .  Other Direct  Costs 4,613.06 5,921.35 4,010.72 14,545.13 
A. Telephone Consultat ions 340.21 79.81 66.12 486.14 
B. P e r i o d i c a l s  6 Books 76.26 50.79 96.55 223.60 
C. P r i n t i n g  & Reproduction 876.45 2,470.62 527.91 3,874.98 
D. Conference- Apr i l  '74 3,320.14 3,320.13 3,320.14 9,960.41 

V I I I .  Expendable Supplies  953.66 1,591.70 510.80 3,056.16 
A. Postage & Off ice  Supplies  331.96 776.43 198.64 1,307.03 
B.  Computer Serv ices  621.70 815.27 312.16 1,749.13 

C 

X. Subcontract - - 
# -7 

3,446.07 3,446.07 

GRAND TOTAL 

* 
The monthly voucher submitted t o  AID a s  of  June 1974 shows a cumulative over- 

head which i s  $18.00 more than t h a t  shown he re ,  due t o  an adjustment made a f t e r  t he  
accounting p r in t -ou t s  were completed. 



ATTACHMENT V 
Table 3 

I. Salaries 

PROGRAM OF DEVELOPMENT STUDIES 
Contract AIDIcsd-3302 

Cumulative 36-Month Expenditures 
(July 1, 1971 - June 30, 1974) 

Breakdown by Fiscal Year 

M '12 FY '73 FY '74 Cumulative 
7 /1/71- 7/'1/72- 711173- 7/1/71 - 
6130172 6/30/73 6130174 6130174 
12 mos. 12 mos. 12 mos. 36 rnos. 

A. U.S. Personnel 41,115.44 118,567.48 74,808.41 234,491.33 
1. Home Office - Prof. 11,758.31 41,502.04 24,307.68 77,568.03 
2. Home Office - Non-Prof. 26,71?. 25 44,732.13 34,617.34 106,067.72 

Research Assts. 16,968.60 7,419.47 4,708.39 29,096.46 
Grad. Students 5,029.92 24,239.03 14,597.83 43,866.78 
Secretary/Clerical 2,742.99 6,356.29 6,674.88 15,774.16 
Technical /Admin. 1,976.74 6,717.34 8,636.24 17,330.32 

3, Field-Prof. 2,638.88 27,333.64 9,381.25 39,353.77 
4. Field - Grad. Stud. 0 4,999.67 6,502.14 11,501.81 

B. Cooperative or 
Third Country National 0 4,057.22 - 6,006.53 10,063.75 

11. Consultants 0 1,480.00 1,514.00 2,994.00 

111 & IV. Fringe Benefits & 0verhea822.425.87 65,894.35 43,400.86** 131,721.08 

A. Fringe Benefits 
B. Overhead 

V & VI. Travel 17,060.90 48,960.22 5,981.59 72,002.71 

A. Travel & Allowances 13,428.50 19,215.54 21,960.69 54,604.73 
B. Travel Advances 3,632.40 29,744.68 (15,979.10) 17,397 .9.8 

VII. Other Direct Costs 841.97 5,600.91 14,545.13 20,988.01 

A. Telephone Consultations 136.13 470.45 486.14 1,092.72 
B. Periodicals and Books 0 477.25 223.60 700.85 
C. Printing and Reproduction 705.84 4,653.21 3,874.98 9,234.03 
D. Conference 9,960.41 9,960.41 

VIII. Expendable Supplies 122.36 3,912.65 3,056.16 7,091.17 

A. Postage and Supplies 122.36 942.61 1,307.03 2,372.00 
B. Computer Services 0 2,970.04 1,749.13 4,719.17 

X. Subcontracts 0 3,900.42 3,446.07 7,346.49 

GRAND TOTAL $81,566.54 $252,373.25 $152,758.75 $486,698.54 

* 
Overhead and Fringe Benefits not broken down into separate components until 7/1/73. 

** 
Overhead figure for FY'74 does not include an $18.00 adjustment made after account- 

ing ~rintouts were com leted. Since the $18.00 adjustment was made before the AID 
pant ly voucher was sugmitted; thus additional $18.00 is included in the monthly voucher. 



ATTACHMENT V 

Tab le  4 

PROGRAM OF DEVELOPMENT STUDIES 
T o t a l  P r o j e c t e d  Expendi tu res  f o r  FYI75 

( J u l y  1, 1974 - June 30, 1975) 
By Source o f  Financing 

Addit  i o n a l  
R ice  Univ. 

Support  
Menil 

Foundation A I D  NSF I1 

$12,179 I. S a l a r i e s  

A. U.S. Personne l  
1. Home O f f i c e  - P r o f .  
2. Home O f f i c e  - Non-Prof. 
3. F i e l d  - P r o f .  
4.  F i e l d  - Grad. S t u d e n t s  

B. Cooperat ing N a t i o n a l s  

11. C o n s u l t a n t s  

111. F r i n g e  B e n e f i t s  

I V .  Overhead 

V & V I .  T r a v e l  & Allowances 

A. U.S. T r a v e l  
B. I n t e r n a t i o n a l  Trave l  

V I I .  O ther  D i r e c t  Cos t s  

V I I I .  S u p p l i e s ,  Equipment, computer 

GRAND TOTAL 



ATTACHMENT V 

TABLE 5 

I. S a l a r i e s  

PROGRAM OF DEVELOPMENT STUDIES 
Contract  AID/csd-3302 

Budget fo r  FY ' 75 
(Ju ly  1, 1974-June 30, 1975) 

Breakdown by Research Component 

TOPIC I TOPIC I1 TOPIC I11 TOTAL 

A. U.S. Personnel 14,323 13,895 12,858 41,076 
1. Home Of f i ce  - Prof .  6,096 5,575 4,552 16,223 
2. Home Of f i ce  - Non-Prof. 8,227 5,442 8,306 21,975 

a .  Research Assts. - Students  3,905 1,120 3,060 8,085 
b. Graduate Students  2,250 2,250 
c .  S e c r e t a r i a l  - S t a f f  2,652 2,652 1,326 6,630 

: d. Technical1Admin.-Staff 1,670 1,670 1,670 5,010 
3. F ie ld  - Prof .  2,878 2,878 

B. Cooperating and Third Country Nationals  2,400 2,400 

11. Consul tants  1,633 1,004 1,003 3,640 

111. Fringe Benef i t s  

A. Faculty @16.6% 
B. S t a f f  @ 9.9% 
C.  Students  @ 0.5% 

IV. Overhead 

A.  Home @ 53.1% 
B. F i e ld  @ 27.4% 

V. Travel and Allowances 

A. Domestic wi th in  U.S. 
B . I n t e r n a t i o n a l  

V I .  Other Di rec t  Costs 4,946 4,946 2,473 12,365 

A. Telephone, computer, s t a t i s t i c a l  da t a ,  
pos t  age 2,116 2,116 1,058 5,290 

B. Of f i ce  supp l i e s  510 510 255 1,275 
C .  P r i n t i n g  and Reproduction 2,320 2,320 1,160 5,800 

GRAND TOTAL $39,832 $32,002 $31,631 $103,466 




