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APPROACHES '1'0 lDJEVtIDFMEN'f PLANNDlO

a political symbol of a govermr~I1lV s c~ID!iInrdbrrnentto economic &:nlCl social progress,

rleasare res!LQ.lts.

].~ has bczome clear mat SOMe f'Ol"1liI1l of' IIl1plarming in stageslill is better sUllited

tGi these var"Ji.'Ol1.2S 1I1It::'3ds than is a sJl.ngle cm::uprehensiv€: l!lJl!alysi:s. 'Ji'heio'asic

poll tical Jecisions rcqu,1.re a general sit,D:"2itegy 011" persjpec"\t,jLve while il1.:!iwidual

anaJ.ysis. It has 13'c(:i!1J. f'm.ll.l1lQ that Iborth analysis and delCisiOin making can

p" ',::1:I-j :: ,cU.1:"r JLU a 'Se:ries :0[' ~."te:ps than !oJy attellilipt1.ng a s:iL1!l1iL.liltaneli)Jus op;,tim.i

s~p-,vise
z'::'ng iPrQ)c:e~:c:ri, Ihedl2nger in 'the/ approach is itha't SOMe decisions mIl become

tty:: IiT5:' st.agoe: 'Glf ::be analysis that will reduce t.his danger by forcing

consideration of' the rr.ain alternatives4 Since the t.heoretical relat.ions
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1. FOIUF!.D1A'rlm~ OF It DEiJEJl..OP1'iENf 51[Rh [JE:G~

rhe tCl"l'I'l ~; developrr..cnt :J tr8ttegylld has been borl"Q1~g;;:d f'ror,,1 ~.ga:r 8:Jid

cOJ'll'JPctitive garr~~s, but. no precJlse defini·tion of it is awailable. ']l'he concept

i1'l'jplies a separatJlon :lit m~re general or basic decisions frol!l'll those 'Which

require on.ly the appli.::ation of agreed principles. Elements of' a dewel"pment

strategy that are ofwn cited 87~i?' llII'ilSatliures to llII'ilolbilize sailings, the extent of

intc:rns.ti~nal trade or autarchy, the balance among Maj10r sectors 01" production,

and the nat1lJ.l'e of govermroent inter£erenceu.rU,h COl1lStLmlelt" choice ~

These and otJucr IIl1strategic:rn choices have ·tU>10 feat.ures in conwuon:

(a) the decisi,on is rarely based entirely on economc factors, and (b) the

ourtcome affects a. s".lbstantia: p~)rtion of the economy.. In bureaucratic terms,

these are the dccisio!1s that cut across departmental lines and have to he

taken at cabinet level"

A r:aore t.vechnical aefini'tion of' a ~trategy is obtained by consideri.ng

possible soluti'ofis ""0 at detailed mOOlel IOf development. AlUwugh such a model

might ha-.re se-.reral hwxired variables, incl1l1ding productiliJn, exports, imports

and prices for a m..umber ~f COJl1!lmuxcUtie:s>, each solution could probably be

adeq~a~ely ·~haracterizerl for purposes of general pol~~y guidance by the values

C)f fbm or ten 'fariables., A strawgy can. 00 tho::Jght G,f as a set of values

for these variables . The selection ·!J)f the strategic var.JLables is largely a

li'a tter of cOrJ;.'I.'Ienience, since a pr1a>per\t.y of the system can. be described in

jifferent 'fi'ays.

This Ineaning of a developUllilent strategy may be illustrated by ~

speci.fic model, which will be given in a highly simplified form ·to facilitate

the subsequent cmruparisJlH ruf j~=7el"J>p"iI8nt ... pr:JJgraF"d. A m:ooel. which '~aces the

!~oooections between 1the 1nst]' ·l':i":{"fut:: ,:;,f policy and the objectives o.;hich the
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government is tr'ying to achieve rr,a:; be callari a Ulpolicy mod:elv~. 1'0 analyz.e

a1ternati'Ie devd Opfflent policies, the model l:rtruc turf= Wtlst include the most

significant liffli tat.i:ms on e~onomic growth. ~lany of these limits can be

expressed by oq1JatLms specifying the balance ::>f s'ltpply rnd demand for scarce

factors: cap1tal, foreign exchange, skilled labor, or particul8i~ commodities.

Other lbd ts are of a poli tical or psychclogical nattU"e, such ad the extent

to which the go~ernr~nt can increase tax collections or induce private in-

vestment by given mea..mres. These lim:it,s are matters of judgme&t and cannot

be incarp)rated in a ~echanica1 way.

F 11 . ·T· b 11. t . fIt'" . . h b t t'o oWl.ng Il ~n ergen,- 1 1S luse ill 0 G1.S1.1nguJLS e .ween ._'e

variables i,hait. art of ('cmcern for dewf:ibpment policy-~ social objectives and

eCOnmTllC ins tr'lJment~ . - and the remaining (1ft irrelevant.lft ) variables,which are

neeJed to describe the structure of' the econo~ but do not directly ,l:'J.ffect the

social welfare.
2
/ r~e interrelatl~ns m~ong the policy variables are revealed

most clearly in the nnreduced form ll ' of' Itlhie model, in ~lhidl the irrelevant

variables an;> elirrrdnated.

31
I have cls,ewhere -suggested a proccQl!ll"e for using a polley model to

fi'Jre 'Cl"lali tative Imi ts to devel!l))pnM::nt." In applying this analysis to Israel,

1/ J. Tinbergen, Ecooolr.ilic Policy: Pril!llll:iples and Design, Amsterdam, 19156

2/ This distir",C'ti·J;l will var'JJ' aJl!!iliQID-~g s'Olcieties; one c01lIDtry may be indif'ferent
t!QI ~hether steel is supplied froJrml local production or illlllPorts, whilE:: another
rr:may consider it ilrnlportan:.. ii"';)r wdlit.ary purposes to produce its OmJi s<J.pp1y_

}/ :-1.JB. CheneJr'Y ar.Q :-.rr, 3r".m)l, 1I!!J!))e7elop:nr:.:ent. Al ternatrw€:s in an Open Ec:on((}JID'ljf:
The Cas€'J'f .r 5:r 8el"". ]EiC:..H. J:".jLz .}o:wrnal, HaJ",c::h 1962, lOP19-10).



• 11.. -

(1) Gross j·.al;.Lma.... prJ;'::", Y.

(2) The rate of ':1ne::p..ii :,yr".c:,;", \I.

(J) ihc !"'~arginal :3a·... ir.g:::: 8"at~, s

(4) The Ie'lel ;)1 f.~r:;Jiii4:Zil cffiiHad ]. 1'101'1 JI,.,; , F

(~) The; level :)f (XpJij'"ts, E

T..,J ..

11

(a) The capi l.al lill::'ll. ':,.

(1) 11 = ~n (1 i , f)

l - P s
';'h0Jr2 p L:: thr:c aVerag(; proo'JI .. ·':,.1'\7]L ;",:1 of II!l\ff>es'C.ment and f -

~ nis givf= S;
(l~) d Y w ~ ts t f}

',J
A.

( 2 ) Y1 ;. 11.; {JL 1 T H 1 - cl)

.r\o C. -1: »

J.S <.-he irUL.1GJLa: 20.:. J!' ~"'Jllr''''' -,I-""'is it.s: rat,,,:; ':J,f incorease,
• d'

•

"( - "".. ;, P ,"- -;IJL,.fli!E;:, t lfl)
--!..-

j/ !A2 pres':LL-:::rl h~ri': ~ :.::.::- ~":"J"cJL is ~t7~plifi.::j oy i"~aking a 'J!1lt-YIf:.i&r iLirr>
p!'ri Y: and tli:-ui7'3:-i!l'Jg :~A~'.: 'breakj",·m ::>f G~~P int.,:) its ca-~())flE.'nits, UIi'!h.: 'a
.aff-"'~·-~5 :::.- ') ~~r.:. (:ani 'Loa 1'~' i J[·"r;::'1~*,:2'2!~d iIT1l1lp.:r1r. de cr:an,L
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The folloj·;ing cOl"'lparison "Jf tlW out of a lli\!JlJJl'l.OOr of solutions for

the Israel econol'l'JlY shows the contrast between a iUlow savings-high fore-ign

aid'" policy and a aMaxirlll1.ID'i savings-lm-p aidnft policy. ,!f 'The tW(I) objectives

held ~'onstar.t.

1) mJP growth

2) Unemployment rate

J) l"Iarginal savings rat-e

4) Foreign capital inf'lo~,u

(as ratio to G~p)

5) Export grm·gt,h rate

6) Annual increase in labor pr(()dllllcti~rity

Low Savings
:PoliC'y~

.16

.08

High Savings
Policy

.)0

.014

fhe result suggests that it i.5 the required growth of exports, as mroch as

the h1gh sav1ngs le?el, that is likely to limit the possibility of carrying

aut the second strategy

A final::::h'JlJLc.ccmm:'llt be n:nade among development strategie~ until

:.ne plan~ I shall theref,ol'{; rdiefer l1be problen of choice am(!)Jng strategies

"tD the final section.
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11. Ii Ca.wARISOli OF DE\'SWtJU.EfiT :3.'~lffiNTJIitIGIE~

To compare the strategicc act,\lslly wiopted i.n developoent. plans I

I h&.ve selected fourteen countries bDl.v1.ng l'elatively comprehensive planning

and published plans. Tae countriec; arc :cno\tTil in 'table 1; they in.clude t.wo

in Latil'!. America, tt;O :in S..c.uth-JE'e,s'1j';. f~UJ~'~~r~, three in ·the Near East, t~o :in

Afri.ca, t.,ro in South Asia, m1Id tln,c~ ji:;.l1 t~e Far Ras·t~

Although all planning organi~~tion$ experiment. in & more or le~s

~ r~forEation on the d.1scardedl Qlte..:'i:~,~,t.:'~ ~.•~ . ~~,}' discussion viII there:fore be

1. itr~ i ted to an inter-country onelysiG ,.)jf' (2.> ji,nd:ividtUhl policy variaibles and

:.ar~r.eters that ca.." be C'B.lcTUIlatc.vL f'rw~, t.~:f.' pUblished resll:nlts and (b) tbe

re:quiremt'nts an~ tl:~ balance of !J~:t~s c(]L1Uations but not. for the ein(~lo:;-

i!;he ir a"rel'age value over the pla".~ pe:"J1" C and othe'Jr cSjpects of the ploos are

shm~n in table 1 ..

~vunt.riez; in t.he u.pper hell' all. h<:::".. ~ hiz~er growth r:ates for the: p:;tiE:wicus

"fable 1 i So t.beref'o:re divided.
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7.0
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.9"H,.~
195- F(OO

.1('7-·391

~urkey

.28

2~

2·9
195

~TA

liA
. 10~
•21:.

.039

.124

.163
Uti.

.03'.

.147

.181
7.0

.63

.79

'.178

62-67

, .:,.".-,f

·350

.370
8.4

.60

.J.80
.16

.037

.354

200

.230

.058

.313

·392
11·3

NA

NA

.095

62-65

l.U§Os}~

19

1.0
'
•

.358

.034
•200

.234
5.7
.75

15
2.8
261

.187

.OO~·

.198

.202
4.0

..1·33
•:LI~J,.

.02

Col\\mb1a.--

.15

60-64

.203
5 .. 9

.055

.1~8

8
0.9
384

.358

.298

62-66

o

94
1.0

1100

.27

.300
9.9

-.002
.302
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Table 1-A

Plan Data: H1eh Iucoc.e Coun'trleF
Base Year Data

JapSA ~~

o

8
2.5
585

Clli1e

.136
3·95

.397

.018

.ll8

Israel

2
. ~.~

'(00 ~

1. PopulAtion in 1960
(HS.l1ic;,ns)

2. POp.1Jat1on growth rate
3. GNP per capita
.... Productivity of /.)

Investment ~ D .364
5. Fore1p Investment

•
Ratio (to GBP) ofo .1~3

sav:l.l;;s Ratio ('to GNP) q.. (> .110
7. Investment Ratio

(to GNP) I/Y .253
8. Previous Growth 11'1 GNP~o 10.6
9. Export grovthrelatlve'

to GNP growth 1.75 1.131 1.131 2.9
10. Import natio (to GNP»). 0 • SO . .128 .094 .186
11. Shnre of Foreign Invest.f/) c .57 .09 0 .27

12. ~ctiv1tyof 1s1vest,.fj" ~:39-"" .3'48 .24 -P1M ~:~
13. lotarginal Propens1~

to Save .5.29 .325 .328 .246
14. Average Foreign Inves1i-

ment Ratio r .094 -.002 0 .068
15. Average 1av1Dgs Batio;'" .151 .156 .31 .166

t Average Investment
Ratio I/Y .24') .354 .31 .227

• Plan Growth in GlfP 't 9.5 5.4 7.8 6.0
18. P.clative Export Growth 2.00 1.78 1.00 1.46
19. Change in Import ~

Ratio ~o.9T S9 1.19 1.14
20. Avere,ge Share of Foreign

ltlvestment p, .:39

Plan l"c'riod 62-66 62-67 58-70
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~on Data: Low Incane Countries
UAR

(!sY2tL. P.hil1PR~e~ U1sari~
Bas~ Year Da~

Indio..- Korea:. ~".kistQJ.'1
- ...;;,;;;;,;=.,;;,,;;;;;;;; n!Pp Medtf\:1-,----

1. Po~t1on in 1960
(M1ll1ons) 4.2 '

2. iopulat1on,gro,i'th rate 2.2
3. GB'P per cap1'te. 155
4. P:rocluct1v1ty of ,8

Inveatmt-nt 0 (Beg. )

•
Fore1gD Inwatmol1t

b.tio (to GNP) fo .146
6. SaV1DBs Ratio (to GNP).044
1. Investment Rntio

(to GBP) I/y. .190
8. PreV1.ouD Growth

it: GIfP SO -2.2
9. E:pc:-rt growth 1..(~J.:!"t5.v::

to GNP g1"O\rt.h 2 •6
lO.Tmpo:.~ Batio {ott;. GNP) !AI .351
11. ShercG or Fcn:e:i.au ¢

Inv:!st!nent ii'71

26.1
2.5

141

.129

.071

.104

.175

3.4

2.82
.t~

.29

28
3·2
140

.412

.010

.130

.140

3·5

.37

.lll

.07

35
1.9
88

.266

.058
·099

.157

. 3.1

2.25
.18

.37

1~3c 2)!·
2.3 2.2
81 62

.248 .21\-2

.025 .164

.143 .037

.168 .201

3·0 3.~

.33 ~.:l6
,-),9+ .21!3

""t' ru'•,';'; .v~

93 2.4-430 28
2.2 1.9·3.~ 2~2

68 62-155 08

. lOT 0- .412 .242

.061 .010-164 .061

.067 .037....143 .099

.128 .128- .203. .168

1.2 ..2.2"3.;' 3.1

J n· P 'I 1'" ,', r)I'
.... ilIU ·"J..·lIl '''-J' 0 ~"_ ....'

.l27 .064-.351 .lR
,
.0 07 8" ~l"".tQ ,,- •. e.:, • .:J~

12. ~tin:ty of f3.
IJ:m;~iDeDt .200

~. KarginE.J. Propeno1ty .s. .
• to Save .475

11:·, J\veraee Forcic;r: r
Investz:ell't Ra\;it') _ .u4

15. A~ Sa'rizag F'.lt1o ....190
l~. Averase IDveS'b3mt

Re.tlo .304
17. PJE Growth mGllP "I 6.0
13. l1i:l4Uve Export GrovtIl 1IA
19. .C1»Wp 1ft 1IIport v.Y'

antic . v-- !fA
20. Awrap stare o~: -
'. Fore1p IDvestnent'" .~6

Plan De.ta-

1 ,an Fer10d 62-8

.3a2

.224

.C26

.193

.2l9
6.8
.76

.71

.124

61-5

.418

.266

.015

.147

.161
6·5
.40

·95

.14

63-7

.261 .320

.176 .325

.~5 .0;

.108 .l6J..

.lS3 .2.C1(
If..~ 6.3
11& .118

!fA 1.~

.30 .22

61/62-67 168 61/62
65/66

.330 .270 .200- .418

.40 .065 .065- .475

r17 .090 .015-.J:'(
.095 .067 .067-:..J$3

.221' .162 .153- .304
1.5 4.1 4.1-7.5
2.68 .58 .Jio..2.68

.82 1.40 .71..1.,48

·59 .56 .]24-.59

62-6 fAL61
64/65

.302

.266

·05
.147

.207
6.3
.58

1'88

·30
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TablG 2

*
MedisnR of' Vt'~1eb1es ~n the CnJ,>~.~1.1i:"n;,J~.f..~\~~P;.t1:E!l

U""-aoin"" J\'t,..... :t." ..,'~ An''': ~,pl I':.\"'~''''~'~'.' ,'\:. '1',,\""':' ." .. ~, Gr",·rt'l.......~.;.:'iJ ~ ~Y~-~~t.~j ,,~'It;,~:t., \~~".,~ .,.,.-';.~,,~ \ ::.,,'" ,~;.• ;,::;!"jC'" ~. vi:I

e ......." ... ao.. !=l..,\,.?"p-, ',,, ..•••. ,; ,: .... .., """'f~i'\ 0''''
~V:a'-!:1Dg "':It:.~ ::;t!~·.':"'1 .",a. •. ;,) ':::~.'" ::'It:.:U:I .'=- :f;1 :"," ~ t;,;:.- ;.b

Rate R~tc ~i{',ti{7) ~;; v;:,~:/' GUP
/Y I' --b-r~ ~9 e f.!~ {-J_.. ;: Q '. ~;~ t'

...Bas_...e_Y...,e...ar......Da;;;,;;ta •

High Income

IDw Income

All Countries

~-",..

----
.....

•148

.099

.127

~039

.061

.056

Plan De.ts.

.203 .32 5.~ 6.5

.168 .242 3.1 4.0

.195 .248 3:( 4.7

High Income .325 .166

low Income .266 .147

All Oountries .30 .158

.034

.050

.045

.234

.207

.22

.287

.302

.29

7.0 6.T

6·3 6.S

6.l~ 6 i.• ~"!'

'* Source: Table 1
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~ Cs>1ta1 Idml't

The aed.1ans of variables in the caplta1-llm1t e~tlon

are show in teble 2. 1be higher pest grovth rates of the h1gh-:1J1coJIme (H)

group are due in part to higher savings rates (.15 asatnst .10), Vb1clt are

onl.y:rartly compensated by a greater flov of' foreign capital to the L group

(.06 aea1nst .04). In large part, tbe lmrer growth rates ot the countries

in the L aroup reflect the lover efficiency nth vb1ch 't.'ley have utilized

DeY investment, their median iDwsblllent productivity 1s 004 .2" ega:1Ds't

.31 for the H group.

In the plans f'or the tw gl:0111PS these differences ere greatly

reduced. Uhi.:;'e on the average no increase is projected in the productivity

of investment in the H group, prac:tically every count,ry 1n 'the L group

plans a lar6e increase, vitb the aver81ge rcacb.1ng tbat of the JI group.

Since it starts !"rom a poorer plat );lerto:rmance, "the L group

of countries has adopted more ambit.ious t8:'ge'ts than the Ii gTOUP. The L

group typically plans 1:0 double its gr·l)vth rate (rram 3.1 to 6.3~), while

tile plan median of the H grc.up increaseG :from 5.9 tj, to 1.~. }h1cb of tile

contrast betveen the planned. perfomeD,ee of' the t;w groups is in the ex

pected ri~e in the efficiency 01" investDent of' the L group, llbich in large

pa::-t reflects the ine:ffici€u\:;:y of' 'tbeir present eccmomdc organizat.ion. In

the other ESin element~ 'the S8.'\"ings rate JI both groups are project.::Ilng signi

ficant increases but the gap bet.ueen the groups 111ll remain about the same.

However, the me(l-Y 9J1 margin a1 savings rate of the L group (.21) approaches

that of the H group (.325), and represen-ts a larger increase over the p1.st.

ibe most mportent. d1:ff'erenc:e ODong the strategies being folloved

in respect to ~apltal f'omation i::; in the pI'OIJOr'tiOD, that; 1s expected to be
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~·:1n.Mced .rrlJ,r~ I(!l.temal sources. For 0.11 tourteen c(.,znlt;.l·ie~, -u;billj; 1"8't10

falls f'J:(;:m « prencnt \·ol~~.~ of .26 to a planned val~ . oj,'* .20, due to a

rise in dms~estlc savings rb.tber then to a fell in the 6r.1Ount of ~xte;mal,

mad iu nevt. slgnifieent1,.y correlnted vi:th grovt1t rate:s or Fesen1t income

levels.

below.

;;

Sl)3e or the dete.....inants: of 'tbis ct.oice of' i~ trate@'1 are diSmissed.

,~

~ Bal8ne.~.2! ~pent!!. Ji!m.it

A'J shovn :in equation (3), :Increases :in impart requ:1remen,'ts

can be met either by &ws';;itutittg dQ1l\elstic products for :lm:ports (reduc:1Dg u),

by increasing exports, or by mcreas:mg'the 1nfiov of foreign capital.

Both in 'the present semple and amlilDDg &11 cow:t:ri.es I "the D,port ratio shovs

no relation to the level at inccme al:thoup i1; varies :1nvereely -nth the

population at the country.1 Amo~ the fourteen countries, as many plans

c::al1. for an !nCIease 1n tbe :laport .ratio as for a de:C"~ease.

~e export prospc.cts of a COWltlL'7 are a s1gn:1fico.ant determinant

of 10;;s developr.ent s'trategy. A prospective growth of exports t..bs:t is less

rapid than "the c1es1.rod growth of' GriP requires ei"tbe%' sn exceptional. effort

at. import substitution or an increase in the 8mmm:t of capital. 1n:tlov. Of

"the six countries project.:iDg a lover grovtb ine~ than in GRP, India,

Pakistan, Co10ll!!ibia and "the PhilJ:ppines plan to increase foreign assistance

in relation to GrIP vhUe iUrkey and tbe Uni:ted Arab 3iepiblic plan subst£.ntial.

1. See H. Chener,y, "Pat.terns of' Indulstria1 Grovth"', A.E.R• .) Sept. 1960,
p. 6]4, vhich gives2~ fol.lov.iDg regression equation f'or 'the import rati.o:
~= .2OJI. y-.Ol Jr. , where Y is per capita C2JP (in Jnmdreds of' dollars) and
B is popal.a:tion (in tens of' :mUllons).



~E!2~2!Ft Lmit

Itt most or 'tlte L oountr.ies eDl SO!JlIle of' the B ~es (e ..g. 1'IJu'key,

Chilie) thG ecolNDlY has DOt been grovdq rapldl~ eoou.tgh ·to alJs01'b the labor

supply, ;qhich is not l.:1kely to l:bmit grovth in tbe Dear 1\J.ture.. Rat:ber,

eneJ.ys:l.s of' categortee, of' 18lbor v)U]ld probeb~ sw,; certa:ln sk1J1.1s to be

potential ludtmg jf'actors in ell cases.

B.. ~9 of Deve!OpreJtt Stl"lll.iW6}f.

In addition to the six, 'war.1obles already considered, another five

gest.ions for such a 1i:s:t vowd be:

ObJecttv<E:S

(1.) Gl"Ovth in. mw: g
(2) Unemp10ymment Ie'Iie!.: U

~l.iCl Ins,traJlll!!\e~

(3) Marginal. savings rate: s
(4) Foreign capital :!ntr'lcv.u: :r
~5) Investment pr'oouc i1;ivi:t;w• ~

(~~ ~~:~:nex~~~ ~'~~';::~.
(8) Labor pl"Oductivity mC1"lease: .1

Summnary of' resul:ts:

(9) NPnuf'aetur:ing ou:tptlt: J'.:iml
(10) Agricw.:W.ral, ~lt;put: X,a
(n) .Bxports: E:
(12) Imports: ~I



Altbc-ugb the last 'four variables are -the reaults of -the egre£.'1te

8D8JI.yRiit rather tban policy mstnaents, they tom _ usetul Un1t to 'the"

JDOre detailed set..toral analysis em1 a.lso include other 'ntl-nences (natural

reeo'l'l"CeS, international tradiDg poss1b:Ui'ties) tb«t ere not 88eCJ.M.te~
.t

reflected :in en qgro8'~~ JlL\Odel.

Any classttlcatlon of development st.rateeJ1es ....at be based large.l3'

qn splrlcal Obf.,ervatlol\ ratber 'than on theory- ot tJ:te~ poljtcl 'variable.

(oos" 1..8), there are~ l..'bii'ted po:Bsiblli'ties tQIr aftecting :poJl'llGtlvn

gll."Qv4h d ~or pl'lOductf"f1ty d1rectl.,y in lIlOst cOUA\l!'iee (altbo\J8,b POP'"

lation 18 an mportent variable m grorvth strategy' :In a few ~O\1J1t.rle8 ID!t

Israel). As noted above, ~re 1s si,p1flcen't but IDlted variation 1n

tbe producttv"_'ty of inwesble:nt. !benmge ot uneaploJ1Ent targets aaoDg

countries 1s ~leo1m.ttEd, since a1Ll a1Jm 8;t fa1rly fUll ~lOyment. We

are left, tben, nth i'O\d' variables ~bich do vary v~l:el.y among country

plans and vhich togetbeJr.'~c.b.o.r&:·lteriz.e: their develO'plUmt strateSies to a large

extent. !'hese 5:Jre tbe grovth ,:rate (@;), 't.be a:li'erage savi..ngB rage (el ), tbe

f'oreign capital. lnf.lov (:r), and, the e~ffect,iYe excb.s'nse rate (r).

'the excb.BllJge rate M'f.ll not 'been discussed up 'to oov, since it is

not direct.ly mleasura1Ple. The effective cX~b8Dge rate (or :ratel:sed for

al1.ocation pwrposes) senes to adjus~ ~~~t.s and eXJ.lOJ:''tfJ to ~tever value

1s necessary to bring the balance of ~nts :into 'balance, given 'the .rate

of grovth 8lI1d "the level. of foreign capit":'l infl.ov. .An alternative procedure

1s to con.trol mports end exports vitbcm.t regard fo~ short-run comp11"at1.ve

advan:1t.&ge cons1deratiOlD.s ~ In this case J ~ and M sbo1lld be substit.uted for

:r as strategic variables.



I'Jfbe differences in dcvolopDllent stratenles steanng frolm the

fb·st three variables are shaw grapbically in fipre 1.. !his ch<lrl

plots the tva sources of' investDllllent f'inonclng.....·savi:pgs and foreig."'l

capital ··against ea""h other.. The p&r'aUel l:.lnes re:preoent cons'tnnt

values of t.he investment rati0:l Wic:h 18 'the to'tal of' domestic savings

plus foreign cap.ital inflow. Cclllstant ratios ot to'reign capital to

totl'l investment are shovn by 1.1r.aes radiating out troll the origin, of

which tibose tor ~:: "15 end;= .. 35 er'e drawn to indicate the normal.

.range ot foreign capital inflow",

The a:r.rovs on t.he cbart 1Di1licate the posi'tion of each

country at the beglnniug ot the p1.en period, and tbe intended change

in total investJ!e,nt and in the source o:f imrestment financing dUring

the plan period.. An 1nc.rease in the iTi.llVest~ReDt r~10 Is shovD by a

mvement outvard f'l"oa the origin.. Ar.rovs pointing 'upward or to the left

indicate a lOll-&Jl.d, high savings strauBY, vblch is favored in over

half' ot the cases. Intbe opposite cases o:f Pakis'tan, India, and

001ombla, tbe increase in invest-ant Is 'fiJulJ!!ced, primarily- :from increased

foreign dSsistance N'

If investE.Dt bad the sue productivity in all countries,

the constant investment 1ines vould. co'incide v1:tb cons'tant growtb lines

(e.g., a 2CJ/, :invest~nt ratio oonrally yields a fJI, growth rate).. iftIe

ac.tua:l growth rates in the plaDs are sbmm in parellitbeses.. ID'1estmeot

produ,,-t,ivlty np1lcars to be ll.lIlicorreL.«tted vitb any of' the other variables

and SiU1?cl·:l b;[~ tak(l~ as a separate :stll~a1ttet'Y variablei ..
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Figure 1. suggests n vide ruge of possible ch.",e1o,PlleDt

stTategles.o The combination <:hosen over tiE v1ll have vide

ramifications on the sector allocation of resources, the ~ture

structure of t.he econo~, and p.'Isibilltites for further growth.

Some ot the elements at1.ect:ng the choice ot strateu are disCWlsed in

The logic ot proceeding :rma an agrepte aDaJ;ysls ot

development possibilities to sectoVla£nt:aa and p%OJect evaluation

has been stated by several anthon_

Here I visbto stress Wo po1Dte: (1) the need to ·take

8.(;count· of all of the strategic variables in 1DIIk1ng the mre detailed

andysis, and (2) tbe need to~e alternative strategies in

sufficient detail to malte the best clJoice, amng tIleD.

Most practical. vork on devP...lopmeDt prograJWdug stresses

quanti'tative balances and tends to igDore! a1terDatlve scurces ot

supply and other substitution posslbU:1tles. In 1:ts mat extreme torm,.

this approach makes sector decisions depend only on the target tor

national income growth, assuming fixed de!mand elasticJ:tles, Input-

outpu.t coefficients, capltal...output ratios, exports 8IId iJIport pro-
y

portions. When 1t is followed rigidly, this procedure deterJdnes the

'II See for exauple ECA..llE, Reports of the: First and Second Groups o~ Experts
on Programming Techniques, 1.960 and .1961.; Tin'bergen and Bos, Ma'theJat.ical. Models o-r
Re6riOI;,,:i:e:L'~ 1962; H. Chenery; "neve1opu:ent Pol.icies and ProgrumeSii:J

ECLA BuJ.letin, 1958.
gj The progrUllllng tecbn1.que given in U.D .. , E.e.L.A. A:Dalpis aDd ProJect:loDS o~

!£onomlc Development, I: An Introduction to the TechD1que or ProF--., 1955,
tends in this direction, as to Soviet planning tec1m1ques.
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amount ot ex;ternal etq)ital as the 8IOun~ needed to offset 'the deficit.

in either the saviDgs....inve8taent balance or the QlaDee of~ts..

![be approach to eector p1aDn1.tJg ttoa coD8lderatioDS of geuereJ.

st.rategy 18 mch "'1"0 flexible thaD the Pl'CCed~ 3ust ouWned. Sin~a

most umlerdeveloped COUDtries have a. oouldenble l-aDge of choice 88 to

\that proportion ot i:nvestlaent 1s to be satisfied tr.oa foreian sovces,

8Qd he:1ce vhat. proportion of deJraDd i8 to be .t fro. illp)ris, thle

choice should eJso be ref'lectel in the aeetor tma1yda. A bisJter value

of cepl'tal inflow bplles a lover effective excbe:n&e rate and b:I~er

iDlPOrts., COnsistency between the general strategy ad the sec-tot' plan

can be ensured by estluatiDg an excbaoae rate fro. the aagregate au.'ysis

and uelng it· to det·endr.,e the YOlmre Q~ e2p)rt~ and the choice between

An IncreU8 io extemal eapltal vJll 81.-. increase the overall.

ratio of capital. to labor in ·tbe eco:OOIV'N T.b1s should be take!.\ :1Dto

account iotbe lni:t1aJ. choice of t:ecJm.iClles in each s.ector.. Instead

or usl.ng only i:noome project.loDS as a basis f'or sector ana],ysls, therefore,

initial. est.imates ot 'the exclumae rate, eapital.-labor -ratios, and tbe

balence of payments deflcit; sbould be incl.uded.

The sector e.nalysis also senes to ret1De the aggregate BJde1

and. the overall strategy... Ifbe prcductivlt.yof 1DYestllent, imports aDd.

exports for a given exchange rate:l and other aggre8Jl.te magn1'tudes are

determlned mre accurately iTo. a trial. sector plan tban :troll the exIsting
!I

structure of' 'the eeooolQ' It

Y An iterat.ive procedure f!)r revisimg aggregate and sector 1Dle1s SlId
relatl.Dg project analysis 'to them 1s outlJ.ued in the ICAFB reports cited.



IV. mOICE AMONGD~ f:-fRATBGIBS

Since societies have several goals 8D4 IIl1.tlple 1111I.ts to

their achievement" 1t is DOt desirable to choose nth any :t1Dal1.ty

am:mg alternative strategies un1iU their l ..~catloD8 have been explored

In oons.ldersble deta1.1. It sboulcJ be feasible to select sl.x or eight

c~aiblnationsot the strategic varJ.ab!i. as enCOJll»888:l~ the .,st

pZ~baa: reDse tor the t'lnal ProF- and to develop the imp1i.cations

of' e8JCh c:olbination in sutt1cle::!t sector detail to permlt a jwJpent

to be made on some ot the1~ secoDt1a:ry velf'are effects.

A co1l9}lete stateme..~ of' a deveJ.opaeu'G strategy 1I01I1d require

a t.racing of the strateg.lc var1~le8 over a cODsiderable period of tie..

A l.o.:!8er p.erspec::tive Is needed to deterllllne the desirabl.e capital, Inf'l.oll

in 8 given period;; tor' exeq»le, since tbere Is a 111d:t to the amunt of

debt that it is advant.ageous fu.,: ':J, country' to undertake. The add1.tion

Qf 'the total foreign debt and the ,~':rrms OD which torelsn asslstan~e Is

supplied wow-d help to clarity the di.f:terenees in strategies shown in

f:i.gure 1 ..

The definition of several 8lternatlve programs and tbe extension

of ea~h strategy over time helps to take account of some of the uncertainties

of' economic prediction. Since i 1; is :necessary to revise development

programs periodically 'to correct for 'the difterence 1;)eween plan 8lld

performance, it is useful to bave exp.lored a range ot feasibJ.e policies

and not just. a single combination.

Y This procedure is followed in Che:nery and Bruno.J~. ~lt.



!'be choice .-ms deftlopMDt .trateales 1. :In the tiDal.

enal1818 a JOUtlcal. qtteetlon. !be llRe.etty to ... JO'11t:\cal ~peut.

sUo argues tor pre8ent~.DI 'the reBJOuible C:ttbor1tlea nth a rap of

lK)88ibilities" each ehow1!a8 costs ... well .. p1D8, ratkr than nth

a 1iJ1D8le plaD.')




