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RELEVANT CRITERIA FOR SOCIAL INVESTk~lNT. 

IN LESS.DEVELOPED COUNTRIES 

Some ------- for National. Planners AgenciesGuidelines .Forei....Aid a.d 

by Edwin P. Reubens 

Professor of Economics 
City University of New York
 

I., Summary and Conclus.Lons
 

This paper deals with resource allocation for social services in
 

less-developed countries,from th standpoint of the national planner and
 

the foreign-aid agenzy. "The paper focusses on concepts, approaches and
 
- - - ' b / ­

criteria, in order tOi'a's.ceos current practices and arrive atguidelines for
 

national policy. Westress the feature of relevance to-the conditions and
 

problems of the*less-developed nations, and warn against inappropriate
 

concepts and'value-judgments derived from training and experience in very 

YXdifferent Western contexts, or derived from experience wfth"ecoidmic rather 

*than social undertakings in the countries in question.
 

in the less-developed countries, poverty is endemic and general rather 

than special and concentrated. Frequently labor'is already in surplus relative 

... to,other resources, so that welfare measures which merely increase the labor 

-.'" force bring zero or~negative benefits. Rigid social' structure and traditions >: 

-

are resistant to change; but-if rapid change comes, a social collapse is
 

threatened; to cope with either phase seems to require a,tightly inter-related'
 

set of social services,
 

In consequence, the line of promoting socio-economic progress is all. 

the more urgent in the less-developed countries but is by t...same token, 

* all the more burdensome in resource requirements and all the weaker' ifn results, 

: since the aggregate income available for red istribution : so small in por 

capita terms. hInthese countries, the net c itribution to output and general 

. development to be expected from "the poor-i is a main goal' ot.policy rather.,. t, : :' .: 3. ' '- " ' "!,,, i.',':-.'.,:. i' . :'t, 4 .,,. : u ;. £ . , - -
4 . ', v,. * -!;,, . : re:,S '/,;i . s:!{ +(: ;L iy' $, *Th - '. 4z-! # 
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- than 	a minor incidental efftct, as in the.U.S. poverty program -but 

improvement cannot be provided for the whole populationI without vast 

outlays-n both-human- and-material- capital.-formation . dealing wi th 

these problems in a society which is not dynamic and rich', advisers give 

no real service if they keep stressing the enormity of the social needs, 

trying in effect to "put everything first". Instead, the sensible planner.
 

must 	seek new technologies to save scarce resources, must discriminate
 

among groups and areas, and must enforce his overall priorities over tha
 

professional specialists in each sector.
 

Facing up to these dilemnmas of the less-developed nations, we have
 

• first reverted to fundamentals of allocation theory; and have then come
 
* to feasible approximations or "rules-of-thumb". As basic principles we
 

. reaffirm that economic development is the only ultimate way for poor countries
 

to raise welfare on a self-supporting basis; and that such development will
 

be maximized by finding the most effective combinations of the human factors
 

with 	the material inputs; and that the quality as well as the quantity of
 

. , 	these factors are related to economic development as both causes and effects.
 

However, when these broad principles or impeccable tautologies are set against
 

practical problems of estimating and comparing benefits and costs under
 

prevailing conditions, it is soo'n evident how much we lack both the specific
 

local data and the general functional relations needed to deduce programs,
 

.especially to formlate sector-wide programs. Hence we turn to the 	rules-of­

thumb.
 

We recommend that social outlays in less-developed countries should be
 

governed by two principal criteria, applied in series: (1) assurance of 

certain minima of social existence, against the perils of famine, epidemics, 

floods, civil strife, external.invasions and other such basic threats to
 

social survival; (2) above those minima, selection of social projects: insofir
 

.,,a they~break, bottlenecks in regard to economic deveopmnt", i.e., isfr* 



retries whose social expenditures have been'examined here.
 

Th'foregoing kind of sectoral'guidelines only set, the scene for micro, 

criteria for choosing particular projects, our. train concern in this paper. 

Holding these criteria in view, we have examined currently prevailing practices 

in A.I.D. as well as in the International Bank for Reconstruction and 

Development (I.BR.D.), and have found considerable attention but very uneven 

use of the "bottleneck" criterion for social projects. In the I.B.R.D., 'the ',. 

bottleneck measure is the usual rule, but the Bank engages in only a limited
 

range of social projects -- mostly educational matters at present. In
 

A.I.D., which is rapidly expanding its social range, 'the criteria vary: the
 

field of Education seems to be governed much more by bottleneck considerations
 

than is Health; and the bottleneck rule is more common among technical assistance
 

proposals on social matters than among loan projects on such matters; and
 

the various country Missions have their own diverse emphases.
 

'Underlying many of the diversities which we have found in this whole 

social field is an ideological conflict, or contrast in developmental models. ' 

The "bottleneck" approach, which stresses the linkage of social projects to 

economic progress, is evidently in conflict with a cuirent vogue for.a more 

fundamentalist doctrine of social factors in economic development: that is 

r "the belief that a direct improvement in social conditions "- deliberately 

creating the so-called "pre-conditions" -- will improve theavailable resources, 

'; technologies, social practices and value-systems in ways which will accelerate 

, development, as well as bring direct welfare benefits, In principle, and 

L" - in the face of mixed historical evidence, this possibility remains open. 

I:.Perhaps in the long-run of "perspective planning" for twenty years or more to
 

) 
 come, the establishment of the "pre-conditions" in,social as in economic
 

.q -infrastructure may be expected to pay off in accelerated development, though
 

the costs and disappointments may well be heavy relative to the benefits, as 
 -


S: we have suggested in discussing the celebrated, shiatcorcal cnse cof Japan. But
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in the shorter-run of the four or five-year plans that are common practice
 

today, the effort to set up social preconditions in a comprehensive way is
 

evidently too large, too slowi, too costly, too uncertain in its effects (some
 

of which may eacily be negative), aid too hard to administer effectively, 

under the present circumstances in the less-developed countries. Indeed,
 

such efforts tend to raise expectations while curtailing the near-term prospect
 

of fulfilling them. These dangers are serious enough for an indigenous 

government to face. For a forein-aid agency, they verge on stirring up
 

trou'ile,and paving more hellish roads with good subventions.
 

Realistically speaking, it seems probable that enough social projects
 

of the true bottleneck type will be generated by present trends and/or present
 

plans for economic development, to use up all the funds likely to be available
 

in foreign-aid agencies.
 

Such limited scope is all the more likely if we apply to Toreign aid 

the two furtlher criteria of feasible administration for all projects, and 

concentration on projects for which the aiding nation has some special strength 

or competent ive advantaze. For many social. projects are notoriously difficult 

to coordinate in operation or to evaluate' in results. And many social projects 

offr no special opportunities for the U.S., as they often require relatively 

few importable goods, but rather call for per-sonal services, and these are 

of a kind not a.ias to be found in Aemtericai parsonrei. 

Ia these respects~the instincts of th T.1R.D., to move rather slowly. 

and cautiou.sly into social projects (mafnly education so far), and the incli­

nations of som AID missions, to apply pragmatic tests of proposals (som,,elime5 

C:-plicitly usng.I bottionec" criteria), z:ay be more soundly based than some 

oT i Tne bottleneck approac"oratnd design- ;uiC'::Lccial transfo-'mat t . , the 

to social e,:.:;itures oce:s a technical way to i t crate socia'l }2o._ec2 

U-ith devep.......... ., .:ou : 'c g io, in a va. sca-.e of "social
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programs". 
 In regard to policy in A.I.D. and in national planning, the
 

bottleneck approach, with its supplementary criteria, offers a way to
 

pursue the welfare objective as stressed in the Presidcrt'Y "new initiative C"'
 

by integrating it with the objectives of efficient uce or 
aid resources and
 

constructive steps toward self-support for developing countries.
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II. Backpround
 

During the past decade, the attention of scholars, planners and admin­

istrators has been sharply drawn to the quality of human resources as a factor
 

in economic development, both in the already advanced countries and in the
 

less developed ones. There has been a rapid expansion of activities and outlays
 

for health, education, housing and other elements in this field, which is now
 

commonly designated as "social investment". These are in addition to the
 

continuation and expansion of outlays in this field fcr the sake of culture aid
 

welfare, valued as ends in themselves.
 

Formerly, the developmental contributions of social outlays were almost 

neglected by economists in a systera of thought which treated the human agents of 

development as essentially "labor input", i.e. an undifferelitiated mass of 

man-hours ( or differentiated very crudely into "skilled" and "unskilled") whose 

productivity, innovations and other contributions to development were supposed 

to be determ-inud mainly by the capital, natural resources and other inputs which 

were combined with the labor. l/ The economists were in effect taking for 

granted the health, educatiunal and other social activities which were already 

extensive in advanced countries and which greatly influenced the quality of the 

labor inputs. Now the pendulum has swung strongly in the opposite direction,
 

/ While the different k-inds of natural resources were well distinguished ih
 
the economic theories of rent and of international corparative advantage,
 
capital was treated somewhat like labor as invariant in- type .or quality; here
 
too we have come only recently to differentiate capital, giving great new
 
emphasis to technological advance and the Lnderlying research and experimentatior 



evidently responding very much to the felt shortages of qualified manpower

I 

for the sophisticated new activities in the industrial countries as well as
 

for the creation and operation of modern agriculture, .1 d services 

in the less developed nations.
 

In the course of this swing, scholars and planners have evolved a
 

whole new literature: on the functional relations between the qualities of
 

men and corresponding contributions to progress; on the institutions and
 

practices which promote or inhibit the various human qualiiies; and on the 

systems of calculating the socially desirable allocations of resources to
 

these matters. 2/ This literature has tended -- on the whole, and with some 

notable exceptions -- to attribute to human capital a large part of the observed 

economic progress; and to stress the role cf educatio., public health, social
 

mobility and other such factors in preparing the human capitai and to compute 

relatively high rates of social return on investment in these factors -- rates 

often equalli-g or exceeding returns on material capital.
 

At the same time, public leaders have come to give very high priority 

to these fields. The pronouncements of President Johnson on the welfare needs 

and programs of The G-1cat Society in the Unitea States are also embodied in his 

declaration of "new initiatives" for foreign aid. And these are paralleled in 

the national plans of many of the developing nations around the world. 3/ A 

very strong position has been taken by A.I.D., first in its Program for Fiscal 

2/ For a useful. ofa such tcch;cn,,u.cs of calcui.ation, chiefly with regard 
to educational allocations, sce K.C. K hrur, Hunzn fle.:;'Jurces Deveiopment PL-....1nn 
(A.I.D. Discussion Paper No. 15, March 1967). 
3/ Around3/ Arud15.. -­: the variousSc ].es:s-dcvelcpcd enuntl ..... 7re sF2 er, oe,,cri'ng.... from very 
small amunts up to in some cases i) perCent 0:. ( .... P o soc.L L iteis C.se 
tabple in Ii, below). The percenLages nave risen mrkedly since th,n ,n 
many countries. 

http:cn,,u.cs


Year 1967 and still further for FY 1968, in accordance with 
thne Presiaent's 

that agriculture,declares "AID's beliefinitiatives. In the 1968 program, which 

challenges in development", L1 and lists these
health and education are the dominant 

three as "The Priority Programs" in the document's table of contents, 
the following
 

proposed for Health and for Education:global allocations are 

"$202 million... to help developing:nations improve the health of
 

their citizens in fiscal 1968, representing a two-yea." rise of 60
 

.... AID plans to commit
percent in allocations for this purpose 


the cause of education in the developing world in
$250 million to 

fiscal 1968, a figure up 50 percent from fiscal 1967 and about 82
 

percent from fiscal 1966". 5/
 

These allocations for 1968, as percentages of the proposed total "Economic 
Assistance'
 

come to 8 percent for Health and nearly 10 percent for Education, and thus 
over one­

sixth of the total for these two fields alone. If we add AID programs in other
 

fields of "social investment" -- such as nutrition, family planning, housing, communi
 

development -- the divisional percentage would be greatly enlarged; and it would
 

bulk still larger if taken only against developmental assistance (by excluding 
from
 

"total economic assistance", the various amounts of "supporting assistance",
 

But even more important than the specific shares
administrative expenses, etc.). 


allocated to social investments for fiscal year 1968 is the trend of a rapid 
rise
 

during the past two years. 6/
 

The swing in the direction of social investments has now proceeded so 

far as to raise the question of the proper orientation of the programs and 

4/ Agency for Internatiornal Development. l'ronosed For_2! Ai.d }'rorm F 1968:
 

Summary Presentation to the C.es (Washington, D.C., May 1967), p 1
 

5/ Ibid., p. 6. 

6/ During the p receL~ing five years 19J2-66, there was virtually no trend in A.I.D. 's 
total va...edcommitueInts-C for social ivlestinents as a wnole, although th- s,,ctoral 


from year to year as s-.ome fields fluctuaLed widely (e.g., Housing), wile othor
 

fields showed a slight decline (Iducation) of rise (Ccrmuniiy Devaioprment) ove
 
i:na.rthe Stct:cs tiscsthes-. years. Soure: tabulation prepfed for t!-is in and 

Reports Division of A.I.D., on A.I.D. Dollar C.i.tn.t.i for FY 1962-:6 in ealth 

7,velo ment and Socjal Welfare;thisand Sanitation, Education, Housing, Cornrjuniy 
differs fromn the 1966-63 figures stated above, such that the two coverage, however, 


sets of data cannot be compared directly.
 



proper choice of specific projects. The social projects which are now highly
 

favored in thO developing countries' plans and in AID's proposals are not
 

easily accomrnodated. They are in most instancos large and cootly programs -­

not a simple list of separable projects -- and as such are fi.ult to do 

piecemeal; they move slowly, yielding their benefits only after a good many 

years, and then with some uncertain net effects upon production and upon welfare, 

under actual social and economic conditions; they are difficult to measure and 

to administer; and in some additional ways -- particularly as they enter deeply 

into the social structure and cultural traditions of the recipient nation -­

they are troublesome undertakings for both national authorities and foreign-aid
 

agencies. They contrast markedly with the more familiar economic projects which 

are more specific, tangible, and controllable than the social projects, and even 

so have often proved refractory in experience to date. Moreover, the social 

projects tend to be derived from practices which are familiar in advanced 

industrial countries but often turn out to be quite unsuitable to different kinds 

of societies, and may yield -much lower returns there; they are therefore much 

less transferrable than economic technologies. 

Considerations of this kind underlie the present inquiry into criteria 

for social projects, an inquiry sponsored by the Office of Program and Policy 

Coordination of A.I.D. We have sought to formulate guidelines for resource 

allocation to social investments, in terms of actual conditions prevailing in 

Cicvaiopin- cou.:itries oz various types, and in terms of thei-r current trends 

and plans, Vaking into account the rcsources, interests and practices of foreign­

aid agercies, as well as present knowledge and uncertainties regarding the 

interconnections between the socia]. and thic economic factors during the prozess 

of developent. 



A Techniques of Resource Allocation for Social Projects 
 -


A useful starting-point for our investigation is the conventional
 
..- wsd....... -the criteria anpPractices _currn-tly followe'i deciding
 

allocations to social activities. The welter of varying practices here
 

may be 
? 
summarized in the following categories:


I 

(a) maintenance of vast patterns among all outlays (including
 

social/economic proportions, with proportional increases when the outlay
 

total-is enlarged);
 

(b) reference to foreign patterns deemed relevant and admirable;
 

(c) adoption of all "well-planned" proects,'(clearlyspecified in
 

Liputs, outputs and administration) when more lofty projects are hard to
 

devise and specify;
 

(d) adoption of all "feasible" projects (wherever total revenues
 

can be forecast to exceed total costs, prices being assumed as 
given);
 

(e) utilization of the "available" resources 
(residual resources
 

left, for social projects after satisfying all programs with demonstrated
 

higher priorities);
 

(f) acceptance of stated social needs (professional goals, or popular
 

demands, or political pressures);
 

(g) formulation of social requirements (social means to some other
 

end, especially economic development);
 

the, ~ special aims
balc (such as minimizing urban migration or rectifying
 

. ihbalance of international payments
 
or improving international relations).
 

It is apparent that these practices are all rules-of-thumb,diverse
 

approximations to some more formal and rational principle which seems
 

difficult to apply. 
Most of these practices avoid comparisons,among diverse
 

projects, and nearly all ignore costs in pursuing their notions of benefits.
 

In application, they often yield divergent judgments, and sometimes lead
 

to quite oppositeconclusions.
 



In principle, however, the criteria for planning social outlays are 

neither special nor obscure, but rnther involve standard, basic relatitnships.
 

Like economic and military outlays, or any other fonrn oZ expenditure oE
 

scarce resources, social outlays come under general principles of choice in
 

the allocation of resources. These include the principles that - ccter± 

paribus - more benefit is preferable to less benefit, that present or early
 

benefit is preferable to later benefit of the same magnitude, that no
 

activity will be chosen if it is known to involve sacrifices greater than
 

the benefits it brings, and that some net benefits are greater when jointly
 

or collectively supplied or consumed than when pursued individually. Such
 

principles are embodied in familiar technical concepts of "social marginal
 

productivity" (S 2), and "benefit/cost ratios" (B/C), and comparison of 

"internal rates of return" (TRR). Then the rule is to adopt firsL the projects
 

with the highest ranking, and proceed on doun the ranks until the given
 

resources are exhausted.
 

The stated concepts are, at bottom, equivalent to each other; and are
 

perfectly general, so that they may be used as widely or as narrowly as desired,
 

depending upon the kind of specifications ani data fed into them, to define the
 

terms "product", "benefit", "return", "cost". Thus we can, at one extreme, 

accept the verdict of the existing markets, specifying the key terms in actual 

transaction prices. In a broader outlook, we can go behiad the actual prices 

to those which would prevail if market imperfections were removed for factors 

as well as for finished goods, and if incomes were equalized, and if completc. 

information were available to individuals(as consumars an also as entrprc-;rs) 

and even if certain value constraints were remnovred or added (e.g., taking 

account of the air-pollution effects o-1 industry, oz the wastes of ur-&&n 

rravel or the values of d ",-.. rtions) thus r 

prices" whic) are on tha one hand ao-e 'r.; res ntativa' than marze: prices 

but on the other hand are more debatable., 



Complicated as that elaboration is for economic variab.es, it bf:c;, ,," 

vastly more complex when we move to the other pole, and attempt to take ito 

account the whole range of social goods and social costs as well as tif; 

economic goods and costs, and relate o one ano1ther inn - scheuiCLhe;. sige 

for resource allocation. Here we draw a number of significant contrasts 

between social goods and most economic goods. First, the social goods are 

not well-priced in the market. Many are not in the market at all -- e.g., 

parent-child relationships, or a sense of cultural solidarity. For those 

which do pass through = the market, prices are largely conventional and 

sluggish, so that such prices do not serve to adjust supply and demand. In 

turn, the demand schedule is influenced by the widespread occurrence of 

joint demand as well as consumer externalities: the benefits of a given 

social service often require cooperanr-ervLces, and the benefits often 

accrue in large part to persons other tu,,1 those directly engaged in those 

services, while the latter have no device for recouping Cthose benefits; 
Jlct.n a rn little .. "-. 4 

for example, education may bringlil neit L ihout ealth services 

housing, job opportunities, etc., and may be financed by parents who derive 

little benefit in their own lifetimes. On the supply side, the production 

of social goods is subject to iosticity of supply, for reasons which 

include factor scarcities, indivisibiliies of scale, and long gestation 

periods -- although goods requiring only uask-Li labor show highly elastic 

supply. Furthermnore, social undertakings are I:msrknbl1 for carrying a 

g reat danger not only of small or zero product, but cf actul..Lly nea-,iv-e 

product: for eaampia. u swift reductici in death rates, or rapid urban-­

ization, or univ c!.. c>:cation in an econonically cetardcd country, often 

bring severely negn&Lv,. effeczs unon bo:, d' v op-t end wcifa-re. An_ 

" these effects may in fact be irreva as the srcii popu: ation r.n:.,.i.LC 

http:variab.es


be reduced, the urban migrants cannot be sent back to the villages, and t0'. 

ambitions generated through education can be neither satisfied nor rerov,A,' 

Because of all these features, plus the great i;nadequacies of the 

data on social affairs, it is very difficult to f costs and returns i. 

this field, so as to estimate "efficiency", or to judge "ieasibility", or 

to devise "well-planned projects". In practice, a great many social projects 

are treated like economic infrastructure: they do not appear in the private
 

realm at all, but rather fall in the public sector; thus they become claimants 

against governmental budgets, requiring justifications to match those offered
 

for other types of public projects. Since such justifications are difficult
 

to provide for social services, the decisions are ccnmnonly left to political
 

intuition.
 

Even in the economic realm per se, we know that planners, confronte.d
 

with the difficulties of rational allocationhave tended to ,rely upon various 

approximations or rules-of-thumb. Where the working of the. market cannot 

be trusted, economists become uneasy. One procedure is to forego comprehensive. 

comparisons of proposals, and instead to concentrate on close alternatives:
 

this permits the construction of"trade-off" ratios for given baskets of
 

resources; but, of course, it gives no guidance for inter-sectoral allocations,
 

which reilain rather arbitrary. An even more ex.treme Drocedure is to narrow 

the consideration to a single proposal. for which to i. ,ke a "choice of tech~cue 

(in the light of relative scarcities of resources and the technoIog.ai. 

alternatives) or to construct "sensitivity measures" to reveal. (in a to; a.ic 

way) the order of effects from altering some of the inputs in a givenr 

production function. In the same vein, the economist may decide to , 

each activity where marinal revenucs can bi shown to exceed milaginal . 

up to the production poit t werc these magnitudes com,-e into ciquaiity, : 

h:c overignoring .,.itve cases where .1a1'Zl s oZ rever.ue ta'.n.I/ 

http:rever.ue
http:technoIog.ai


Another 'economist's device is to create a market for infrastructure . 

h ':< Examples are toll roads,.and other goods not ordinarily priced in the market. 


water rates, hospital charges, and tuition fees. In the, truly social field, 

'---"io-ve.''tesedevie-'are u!iilly re-6td' 6'Wr'u'ds 'o-flu'n'~1ua ini'ciiifie 

distribution, ignorancef potentialities, the short time-horizon of the poor,
 

and other factors adverse to maximizing welfare.
 

A different economic approach to allocative approximations follows a 

more dynamic and evolutionary line. Here the econoisiit seeks for "pressue.',
 

"backward and forward linkages", "disequilibria",of al kinds promoting or 

constraining action, and therefore, deserving support so far as these actions
 

promise to increase productivity and actual product.
 

All of these approximations are operable-in the economic realm so
 

long as we can construct production functions or input/output tables or
 

marginal productivity curves relating the proposed ,outlays to some measurable
 

results. Our chief difficulty in the social realm is the.lack of'measures
 

for the results; or more exactly, the lack of functional relltionships linking
 

measurable inputs t6 measurable outputs. Consequently, we find the vogue of
 

the diverse current practices with which we began this sectiov. Our problem remains 

to seek the best approximations to the basic allocation principles, for use
 

with social variables.
 

This search must allow not only for differences between '"ociaiand
 

economic projects in less-developed countries as outlined juit i bowe, bur also 

for differences between social services in the developed countries faiiiliar
 

to us in contrast to social services appropriate to less-developed nations.
 

The contrast is, of course, glaring when we talk of educational or medical ­

services at the level actually provided for the majority of the population. A
 

more significant comparison can be made with the' services provided for the
 

poor and disadvantaged in otherwise advanced societies. 

In the United States today, we are addressing ourselves to problems
 



of poverty and deprivation u in some ways run quite parallel to problems. 

of the less-developed countries but in other ways depart sharply. The AmIerican 

poor are only a fraction of the total pcpulation even under the loftiest
 

standards (a stiipulated "poverty-line", for family income in the United St.ares, 

at $4,000 per year minimum is many 'imes the average family income in most 

of the counTries to be ided); and the Aericaa poor are mc y centratcd 

in urban ghettos and rural slums which are in some cases "retarded areas"
 

but in many other cases are "decayed areas" which have declined from former 

prosperity. Furthermore, we try to deal with these areas by bringing to
 

them some of the prosperity and progress which are enjoyed by the rest of the 

society, and which can be either extended or transferred to the poor. One 

line of action is to provide -jobswith higher productivity, income and 

future prospects, and to help prepare the poor for such jobs by means of 

migration, training and placement. The other main line is to bring certain 

social benefits to the poor by redistributing the fruits of already-achieved 

progress, via progressive taxation, welfare allowances, urban rehabilitiation, 

improvement of schools and health services, etc. in the United States, 

little contribution is expected from the poor to the nation's output or to 

it- further development (although in some other advanced countries, notably 

in Europe, where labor supply is tighter than in the United States, the tin­

skilled and the hard-to-employ are a significant potential resource). Basically, 

United States society is so expansive and rich that it can provide either 

self-sup!)orting jobs or direct walfar,: contributions for its disadvantaged 

groups (or couid do so much more rapidly if it were noz for the drain of the 

war in Vietnam). D)e!spite its shortcomrngs, Aeirican society every year abosorbs 

thousands of persons from the ranks of tho poor and the disadvantaged. On.y 

the cxtrenist "bIlachl poler" groups in the United States reject this inginel5st 

kind of eo-lpansio". and adjustment. And . :y European countries such 

adjustments have l.rcady be.-en accompali ;1ad J::uch lss paii and viore success. 

" oTiL .i;( atuirQ 1h g >' t the C .r, .. "pr ; the 



areas. There poverty is endemic and general rather than special and
 

concentrated. Resources to cope with poverty are scarce in per capita
 

terms of the whole population and the whole area. Labor is already redundant
 

relative to other resources, so that weKlfare iasures which merely add to 

the supply of idle hands bring zero or negative benefits. Social structure
 

and traditions offer heavy resistance to change; or collapse disastrously
 

if rapid change occurs; so that either case calls for an inter-connected
 

set of social services, like the similar requirements for resolving the
 

ghetto situation in Anerican cities. Indeed, a hypothesis here is that at
 

low levels of per capita income and low rates of social investment, the
 

social elements form a tightly inter-related set (or "vicious circle"), 

calling for interconnected programs which at first show low but increasing 

returns; whereas at high levels of income and social investment, the social
 

elements are more separable, and the programs show high although possibly
 

decreasing returns.
 
socio-


Accordingly, the line of promoting/economic progress is all the more
 

urgent in the poor countries; but is by tbe same token all the more demanding 

in resources and all the weaker in effects, since the aggregate income to 

be redistributed is so small in per capita terms. Tn less-developed countries, 

the net contribution to output and ,nerai development Lo be expected from 

"the poor" is a main object of policy; but will not be obtained across-the­

board witout vazt outlayS on bothl human and r,.teria, capital formation 

To cope with these ,)roblems in a society which is not expansive and rich, 

the planner must seek new resource-s ving technologies, must discriminate 

among groups ;nd areas, and "aust male ihis CCisionS binding Uif On the sector­

building pro fcssional. s peciiIists. hc:s are all patterns o action not. 

readily acceptable by Westerners t ,ay,nor by those :La less-UCveloped coutrie!s 

who fI lcJ;,..' T C u S_: iC-L:iar'ds. 



-19-


B. The Social Maximand
 

The foregoing section has dealt with the technical problems of 

arriving at a maximui, of various soc±..i gocds, "and an optimum of ail goods 

taken together, -- on the assumption that the maximand is given. iuL those 

technical matters, important as they are, are in reality subordinate to the 

issue of what is to be maximized. 

The traditional concept, generally accepted until recently, has 

been to distinguish sharply between final goods and instrumental goods: the 

former being designated as "welfare" in the most comprehensive sense (counting 

in tangibles with intangibles, and allowing for the pattern of distribution 

among individuals and groups, and including not only benefits to the individual 

but also social goods, such as national prestige). In this conception, the planner
 

must choose whether to maximize welfare in the short run -- at some sacrifice 

of current development, and therefore, at some sacrifice of welfare in the long 

run; or to maximize development currently, with a view to maximizing welfare 

in the long run although not in the short run.
 

Now the national planner and the foreign-aid official are under great 

pressure to maximize social welfare currently. Indeed, no one can deny the 

absolute value of survival achieved by health care and improved nutrition, or 

the absolute value of understanding and cultural satisfaction provided through 

education, or the absolute value of comfort arid security furnished by housing 

and cormmiunity development, or the ab:clute vziau of pantal ties restored by 

family survices, etc. But, at the sa,.. tini, no one can deny that in poor 

countries t desired scale of social welfzare goes far beyond the available 

means. Furthermore, individuals differ in their relative rankings of the 

various absolute values, including their rates of discount of satisfactions in 



time to come. Finally, the scale of welfare.provided today may, as suggested 

above, reduce the level attainble later; or, as the no-, 4octrIne of 

in-man contends, higher .ay2 ....today .. r I 

co still higher welfare thereafter. Accordingly, the plannerand therefore 

must somehow arrive today at an allocation of the total resources among these
 

competing aims.
 

We suggest that in view of the uncertainties, the first step toward
 

such allocation is to set a range of social outlays between a minimum and F.
 

maximum. The minimum is a level below which social welfare must not fall lest
 

torn apart. It is a minimum for survival, and comprises
the social fabric be 


assurance of daily subsistence, steps to cope -withdisasters such as crop
 

failures, floods and epidemics, efforts to prevent such disasters, also
 

la14 and order, defense against external aggression, and the
maintenance of 

a level. above which social welfarelike. The ma:imum for social outlays -is 

view of all the other activities clazoringwill not 'be provided, at present, in 

and hopes which will be frustrated.for resources, and despite all the desires 

Within this range b eteen the minimau and the naximura are found all those 

feasible social projects which tend directly to raise welfare so:,.mewhat above 

the minium, and indircctJ.y to promote dvralopment which later will yield
 

In the present paper, we ae,:not
a,.lditional inrovements in welfare. 

and ulzimately political problanattempting to cope with the difficult, painful 


outlays, and at desirable levels
of arriving at minima and max.ma of social 


must be left to the political
of welfare above the minirunn; these matters 


.ocil ..
process. W, cona~rn ourselves here with thc rationale of outays ;
 

to social, politic,,. and economic devel.,pnie:t -- or - c.tivI.y , ,-.
means 


to wel!ar! in.;tead
developmua t foregone wnca r ources ar: devoted directly 



of indirectly through the developmental process. 

f,Yet, even s rough-and ready- i tion , betw so l nd .a. 

economic means and ends is not entirely acceptable today, in a modern perspective 

'
 of joint determinations and feedback imechanisms. As noted above, it was "i
 

traditional to say that development is the sole foundatiop for self-support
 

of steps toward future increments in welfare; and that every step to raise
 

welfare now involves some sacrifice of both development now and welfare .
 

advances later. This traditional position has recently been challenged by
 

a new doctrine contending that steps toward higher welfare now'are also steps
 

toward higheriproductivity in the near future, and'indeed are indispensable
 

steps, so that social improverient appears to be vlrtually a sufficient as
 

well as a n'cessary condition for progress. This new doctrine is based partly*
 

on a moral pillar -- that human welfare is an end, not a means;'and"partly­

on an empirical pillar -- that improvements in welfare appear to bring,
 

incidentally, improvements in productivity. The empirical asserti6n, in turn
 

needs to be supported by evidence; and some relevant data arein process of
 

assemblage; but the case is very far from established, and the doctrine remains
 

to date largely a matter of impressions and assumptions.,
 

In this way, the debatable issue as to criteria for social outlays
 

arises from differing assumptions regarding the role of human qualities in
 

the process of social and economic development. On the one hand, in orthodox
 

economic theory of the nineteenth and early twentieth centuries, differences
 

in human qualities were usually treated as negligible or indeed irrelevant in
 

the production function; it was capital accumulation which was the key factor
 

in the classical model of growth-, and all inputs were treated in quantitative
 

terms, largely ignoring differentiation by quality; and while the end-result
 



was to be improvements in welfare (if not unfortunately annulled by MalthusLan 

pressure of population and worsening scarcity of land), t..ere was neWconcarrn 

with any important feedbacks from welfare into productivity. On the oth-er L-and, 

the new doctrine of .ie:m i.'in mxen" tends to iuake hu-n qualities the 

key factor in growth, reducing capital accumulation in material capacity to a 

secondary rank and a rather mechanical role, while urging the preparation of 

human capital -- in many if not all aspects -- as a precondition for sustained
 

development, a necessary condition for progress. Indeed, in one recent version
 

of this model, social improvement becomes virtually a sufficient condition
 

for progress, providing its own resources, its own higher productivity, and
 

of course, its own higher consumption which is regularly identified with higher
 

investments. l/
 

If we follow the classical model, we will carefully safeguard our
 

limited investment resources, directing them into material capi.4al formation
 

plus some closely affiliated human capital (mainly training in technical
 

skills) and leaving the improvement of social welfare to the end-result,
 

namely obtaining increases in output which can be devoted to welfare viewed
 

as entirely consumption. Contrarily, if we follow the htuaan-investment model,
 

we will divert a very large share of our investment resources to providing the
 

1/ Cf. H.W. Singer, "Social Developrient: Key Growth Sector", 
International Developinent Review, March 1965. 



conditions of health, education, housing, family life, etc., which will 

raise the levels of living directly as well as promote rapid economic 

growth. Tie antiao.y secais-o be sharp a'.Id iUuc i e. Ig in raal-y, 

the policy-maker will choose between th2se models, or make compromises 

between them, in terms of several interrelated features: (a) available 

knowledge of the functional relations involved in each model, (b) the stage
 

of development already reached in each counry, and (c) sccfy C resources 

available for all uses.
 

(a) The fact is that at present the functional relations involved here
 

are not well establisheo. The data conie largely froni advanced countries
 

plus some of the more progressive poorer countries (such as Greece, Mexicu
 

and Taiwan), and therefore, do not adequately represent the retarded
 

countries which are the prime objects of international aid. The data are 

mostly cross-sectional rather than sequential, and therefore,raise familiar 

technical questions when the former type is applied to the latter or is 

interpreted in a causal sense. The numbers themselves -- purporting to measure, 

directly or by proxy, !evels of real income, growth of income, capital stock 

-- areand its growth, health conditions, actual*de-,es of education, etc. 

suspect and frequently hard to believe. And the correlations obtained with 

tlhese data are often rather low,as well a3 ,i!ry sensitive to various changes 

in definition, coverage and exclusions. Finaliy, all the reported correlations 

arc subject to the reverse causal interpretatiC , nal-.2y Uhat the observed 

social pro-r ss is the result of economic progress rather than its cause. 

Specifir niiy, it is far fro , clear at present to wiaat extant productivity 

is prolmoted in poor cOu-,-tr 'cs b"y reduction of ;Lnfant vorcality or er.dicatI'In 

of epidemic diseases, or I; th spread of general literacy, or by slum clearace, 

or even by batter nutritio-, saNK 
NI 1 



/
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7ong-the ecent-studies-attempting-to--cope.with this issue--one type 
is historical-analytic for a single country using the.method of residuals
 
as variously employed by J. W. Kendrick (Productivity Trends in the United
 
States, National Bureau of Economic Research) Princeton:, Princeton
 
University Press, 1961), E. F. Denison (The'Sources of Economic Growth
 
and the Alternatives Before Us. Supplementary Paper.No. 13, New York:
 
Committee for Economic Development, 1962), E.. F. Denison' (P Growth Rat'3s
 
Differ, Washington, D.C.: The Brookings Institution, 1967), and R. Solow.
 
("Technical Change and the Aggregate Production Funciion,"'Review of * 

'Economics and Statistics, August 1957, pp. 312-320).. In this approach,
 
the increase in aggregate output of a given country'over a given period
 
of.time is allocated so fai as possible to directly easurable inputs
 
(chiefly capital and labor), the remaining output being ascribed chiefly
 
to "education and advances in knowledge". This method has so far been applied 

chiefly to long-term trends in the United States, plus shorter term (1950­
1962) trends in 8 West European countries and the United States in Denison's
 
most recent book. Severe criticism of .the -residual method has been expressed
 
in several quarters, notably by W..G. Bower in O.E.C.D.,'Economic Aspects of
 
Higher Education, pp. 181-184, and'by T. Balogh and by'A.K. Sen in O.E.C.D. ,
 
The Residual Factor and Economic Growth, pp. 180-197. .1
 

A different approach is cross-sectional study of socio-economic inter­
relationships, by correlating economic level or growth with social level or
 
growth as shown'by various indicators. The pioneering research along these
 
lines was the United Nations 1961 World Soci l'Situai4on.
,eLton'the 

Currently it is being extended in studies at the U.N. Research Institute
 
for Social Development in Geneva which in October 1965 issued a report,
 
Aspects of Social and Economic Growth and has subsequently put out some
 
further provisional papers. Another noteworthy study along similar lines
 
but using somewhat different social~variables is W. Galenson and G. Pyatt,
 
The Quality of Labor andEconomicfDevelopment'in'Certain'Countries (I.L.O.,
 
1964). There is in addition the extensive literature on the specific role
 
of education in the process of development, such as F. Harbison and C.A. Myers, 
Education, Manpower andEconomic'Growth (1964). . 

For a survey of the gaps in our kiowledge of social and economic functional
 
relationships, and application to planning for the next generation..in,.poor.
 
countries, see E.P. Reubens, Planningfor'Children'and 'Youth Within National
 
Development Planning, chapter 2 (United Nations, Research Institute for Social 
Development,,Geneva, 1967)., . , " 

L 



() - Facing these anomalies in the scientific findings to'date, the planner,*. 

a poor country must give particular at the speciic conditions in
 

his own, land. Some social projects which were effective and influential il more
 

advanced nations may prove to be weak, slow, even upsetting in the situation Y.
 

a largely agrarian society, partially commercialized, hostile -co innovations,
 

inelastic in supply functions, burdened with a redundant labor supply, etc.
 

Social services which tend mainly to increase the numberslof hands ,available for
 

workmay be perverse in a situation where the marginal pr~ductivity of labor is
 

already zero. In such situations, the national planner mipt .choose among particular
 

proposed social programs, by guessing whether.the constructive effects -- such
 

as raising productivity and encouraging innovation -- are likely to outrun and
 

outweigh the adverse effects in increasing population pressure, excessive urban
 

migration, individual frustration and inter-group conflict.3/
 

(c) This dilemma of the national planner is intensified by the scarcity
 

of resources available to him. While in advanced countries too the resources for
 

social undertakings are not unlimited, the poor country presents much narrower­

margins of total feasibility as well as much more menacing consequehces from
 

substituting ",social" for "economic": projects. This hard choice of "guns or'butter 

or machines" is particularly acute in a temporal sense: the people are unwilling
 

to wait precisely because the present situation is so desperate. Yet, the planner
 

is unable, here and now, to tackle the vast, slow, expensive programs that would
 

ho r?quired to elevate all social conditions, and is all the more unable to do sd
 

while trying simultaneously to elevate economic conditions. It is not possible tn 
 -


11put everything first". 

3/ Cf..T. Balogh, The Economics of Poverty (1966) :"It isquite illegitimate to claim
 
thor -n educational system which in the framework of the United States has been 
accompanied by a certain growth rate would, in:a different framework, be.accompanied

1byNa sim{i.3r growth rate or a growth rate which can be calculated on the basis of
 
the educational status (assessed quantitatively) alone. Such a quantity of edueation
 
In the feudal-aristocratic countries of South America, the colonial-aristocratic
 
areas of British Africa, and the litterateur-colonial areas of French Africa would
 
produce not merely no growth but possible refusal to work on farms, an increase in
 
,urban unemployment, subversion, and collapse." 

http:sim{i.3r


C. 	Structural vs. Functional Criceria 

If we are to come to the rescue of the harried national planner, i 

cannot be done by settling the causal issue very quickly -- although much ro,..
 
h-s certainly'should bte
earich:fort 	 go'int&.loii 

social improvement and economic development; nor can it be done by treating all 

stages of development as though.they were equivalent in conditions and interchangeable
 

as to policies; 
nor can it be done by endowing the planner with unlimited resourceN
 

so that he can simply "put everything first". Our aidimust be essentially to
 

reinterpret the dilemma facing the planner, so that rational: choices can be made
 

despite uncertainty and ignorance, and social action can go forward with some
 

confidence as to efficiency and constructive contribution. To this end, we suggest 

that both the classical model of "capital accumulation" and the contemporary 

model of "hunman investment" have channeled and constrained our thinking into 

,1structural criteria" of Aristotelian type; and that the avenue of escape from our 

dilemma lies along Platonist lines of "functional criteria". . 

By a "structural" kind of criterion, we mean one conceived in terms 

of a "sector" of activity, and tied to an organization or system.. Thus, it is 

customary to speak of "the agricultural sector", and this is often a meaningful 

concept insofar as agrarian activities have a uniform character, present similar 

problems, and are sharply demarcated from other "sectors". It is likewise customary 

to speak of an "industrial~sector", although this has less meaning when it 

:,Ut embrace a modern metallurgical industry or petrochemical industry, for 

example, along with traditional, household-based types of handicrafts such as
 

weaving. Still less meaningful is the concept of "the services sector", which not
 

()nly ranges 	from consumer-oriented to business-oriented activities, but also
 

collect, in 	poor countries all those persons who have found no place in the 



a
'
other industries and therefore, seekto earn living by little-needed. 

"activities (peddling, portering, street entertainment, thieving, etc.) 

which do little more than draw off a small share of other persons' incomes. 

Despite these ambiguities-in the usage of "sectors", for. ' 

*. economic activities, the structural concept has recently been extended to 

social activities. Thus, we find ourselves speaking of "the health sector"
 

or "the public health system" or "the educational pyramid" or "the welfare
 

system" or "the housing sector", perhaps even a "nutritional sector". Yet,
 

a little reflection indicates how different these activities are from a real
 

sector such as agriculture, for the activities 'loosely assembled in the social
 

"sectors" of poor countries are mostly disparate, intermittent, out of touch
 

with each other, and heavily dependent upon activities outside that sector.
 

In housing, for example, the improvement of peasant huts has almost nothing
 

to do with the urban construction of low-cost multiple dwellings to replace
 

slums;, and nutrition is a function of such diverse elements as food supply
 

and demand, transportation networks, and cookery practices; while health
 

activities divide sharply between rural and urban areas, and in education the
 

successive levels are severely detached from each other by high rates of
 

drop-out and non-continuance for reasons other than the students' ability to
 

y-rofit from further schooling. In such sectorAl ways of thinking about social
 

affairs, as if they were certain types of economic and engineering problems,
 

our practice becomes abstract and mechanical,,losing sight of the actual people
 

involved, and the diverse groups with their diverse behavior patterns.
 

The entities created in that essentially Aristotaian way, by formal definit:Lon
 

.Fnd by table-of-organization, tend to acquire' a life and a status of their.
 

,u ~*~~-7 



own, with formalized relations to other sectors via budgets, specialized
 

governmental agencies, and "sectoral plans". Indeed, 'takewhen we these
 
social 
sectors along with the economic sectors,,we begin-totalk.about . 

- "pre-conditions", "critical levels", "stage of take-off", "balanced growth", 

1general equilibrium" -- a whole set of ideas of a comprehensive and rigid
 

kind quite inconsistent with our ignorance of many relevant facts and also
 

inconsistent with the fluidity of the circumstances in developing countries.
 

We are thus engulfed in the celebrated "fallacy" of misplaced concreteness"
 

In practice, the planner who thinks in these structural terms
 

tends to project an image of a pre-conditioned labor force: 
 healthy, vigorous,
 
educated, rational, alert, mobile and even self-starting, eager to work and
 

to advance, adaptable to innovations, ready for take-off. 
It is an agreeable
 

and comforting dream, but it is an illusion. 
For a society containing such
 

a labor force would be already advanced, not retarded. It is an illusion to
 

suppose that an apparatus of sectoral programs, aimed to elevate the population
 
in health, education, etc., will somehow transform the quality of men while
 

all other features of the society stand waiting but so far unchanged. It is"
 

equally an -illusion to suppose that the presence of a modern labor force -­

if it could somehow be achieved by schooling -- would evoke the firms, plants,
 

commercial connections, markets, etc., 
that would use those workers 'andso
 

justify that schooling. 
Far miore likely, on the basis of experience to date in
 

countries where circumstances that have not become more propitious, is the oppobit.
 

outcome: 
 basic literacy that atrophies, ambitions that end in frustration, and
 

comunity development that soon reverts to the rural or urban slum conditions. 
Eva,­

the very process of learning new things, and the very desire to try new things, 

... ,not persevere in an environment that fails to provide direct and immedi6" 



--

uses for the emerging talents. Yet, it is 
also true that soctoral pic~:
 

for the other features of the environment 
-- mainly the econo(mic featl: I:.. 

are likely to suffer and dwindle in the absence of a well-prepared l.abo 

force. The obvious deduction is 
a "balanced growth" procedure, advancing
 

on all fronts simultaneously. 
But this theoretical design tends in the
 

real world to founder on the rock of scarcity of resources: -a country which 

could afford such a many-pronged attack on its ruling conditions would not 

be a poor country -- and, therefore, would not be in need of our concer.A.
 

The vicious circle seems to be closed.
 

Our suggestion for breaking this vicious circle is to turn to
 

the alternative to structural thinking and planning; that 'tois, turn to a 

functional approach. 
Here we can be in not wich sector-wide designs 


but with felt needs and operational requirements, as these ariL66 from already? 

ongoing activities along social and economic lines. hlie forsignal action 

is given by some difficulty or obstacle encountered in current action; it is 

given by a "problematic situation", in John Deeys prae In such 

situation, an obstacle to successful action can be defined as the lack or tia 

corresponding favorable factor, which may then be te,.red'a "m2ssing componect' 

If there is only one such lack; while all other components are provided in due 

nrprjortions (according to the technology aotez), it may properly be taz, ;i--. 

" .ttleneck". Then on appropria :c prcjcct, or even a whole .progran, ca
 

,cdevised to supply the misin co;.ip-onea1t e a particuiar 
proJccz. 

prog-ram of this kind scbould be adonted in zneual practice will depend, of 

c,.,rse, on other proposed projects and programs, each with its o.n bxt'. 

relationships, so that in principle a ranking of projects in their cot/n ,- I 

:v~ios can be prepared. 

_/ J. Dewey, LoT'ic: The Theor yof Inuiry, chap. VT 



This procedure is already familiar for economic undertakings, which are often 

examined in terms of "strategic factors", "feedbacks", "backward and forward 

linkages", and "a disequilibrium system of growth". Mrnat we are urging here 

is an extension of these concepts to social undertakings. Even more:we urge "tha 

limitation of social undertakings in poor countries, above ,:e socic! ..n.. 

already discussed, to just those ..Latters which represent social bottleneck 

situations, excluding for the time being all those grander programs which lie 

equally beyond practical feasibility and foreseeable contribution to cumulative
 

development.
 

By tying social projects to steps for breaking bottlenecks in 

current activities -- whether current trends or the implementation of plans -­

we hope to restrict their expenditures to feasible limits, give assurances 

and motivation to the participants as they "learn by doing", provide ' syst.m 

of priorities among otherwise incommensurable values, and guide the planner
 

in the face of ircomplete and unreliable knowledge of the whole developmental
 

process over time.
 

In recor-.,end'ing that social outlays above the minimum for survival 

in less-developed countries be deter.m)ined largelyi ;n terms of develotental 

"bottlenecks" to be broken, we recognize thac this approach is parti.A, crude 

and provisional. It puts the emphasis on social undertakings as ,.eans 

neglecting Lheir great importance as ends in themselvcs. Likewise, the 

-

ottlenach al)proach stresses direct and j ..dia el ects of soc:*ai
 

often nL; .iecuing more remote in,:.ect effects although the later t 

c a . .
excluded in principle. Furthermore, it ... s a ":"Ven..t o it,•-" .g.let:L.t 



major changes that may come about in the indefinite future. Nevertheless, 

we. urge such. an- approach--in the-face of-its- evident deficiencies, because 

we emphasize the actual conditions in L.DC.'s wich rend c; unsuitable 

the more precise concepts and more ambitious programs as indicated in 

preceding pages. 

In principle, the notion of a "bottleneck": is a quite relative 

Given a production function, all of the independent variables mayterm. 


be scanned, and the label "bottleneck" appliei to the ohewhose supply is
 

most deficient relative to the given'supplies of theothers, having regard
 

to the "fixed proportions" stated in the production function. Thus, the
 

bottleneck factor might turn out to be electric power, or materials of'foreign
 

origin, rather than skills of labor or management.
 

Furthermore, in a more neo-classical world, mLrked bya wide
 

variety of technologies and corresponding production functions, the choice
 

of product and production technique can be readi.ly adapted to the local factor
 

endowments. Thus, if human skills are relatively scarce,'production can be
 

adapted to use relatively little of this factor, by substituting more plentiful
 

materials or even capital in the input mix, or shifting to other products. In
 

such a neo-classical world, the problems of quality of the human inputs no
 

* 
 longer seem large and stubborn; they become 'virtually tractable.
 

Yet, these clear and simple principles are evidently at variea it.
 

common circumstances in the less-developed countries. To take the seco-ad
 

point first, the less-developed countries today do not live in a neo-clasoical
 

iaorld, but rather in one permitting only a very few technological choic.c. V'O-e 

all our talk about building small-scale industries and about reviving aiadot.i1 

techniques, there are almost no cx!mples today of successes along these . 

on more than an.experimental scale or subsidized anachronism, And it is not even 

clear that such enterp-irses would, in fact, overcome tv bar'-dicaps of the unskille 

http:aiadot.i1
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untrained, ill-fed and disease-ridden masses of the L.D.C.'s.
 
If we go back then to the case oi ,ven tc<.,c.y and produc.ion 

fuiction, we find a great difference in the supply elasticiies as between
 

economic factors and social factors in L.D.C.'s, and therefore, a realistic
 

distinction must be drawn as 
to the actual "bottleneck".
 

In such an economy, a productive project commonly arises from thN­

availability of some local material or funds 
or market, and the would-be
 

entrepreneur then surveys the other requisites --
 plant and equipment, power,
 

water supply, transportation, storage, a.di o2 course labor. Now for most of
 

these requisites 
he can estimate fairly accurately their availabilIty and p-ica, 

(e.g., the delivered price of materials per ton) or the conditions under ..... C 

they could be provided (e.g., the cost of a railroad line or water-and-.power 

dam which the public authorities are expected to construct). But the labor
 

problem is more ambivalent: 
 either the desired labor can be supplied via
 

training on special order, i.e., 
on terms not much different from those for 

ordering raw materials, plant and equipment, or else the desired labor wili 

not be forthcoming until a whole system of social services has been establishad,, 

to supply labor through a labor market. In the special-order case, we can 

speak of labor as a "bottleneck" to be brok:en by certain oipecific and d"--L" 

,..ns, while in the other extreme labor supply becon',es a feature of : .
 
mioncacand social progress 
over the w7ole course of deveL:pt-ent. 

According.y, it seems reasonable to speak of labor ,i-.lity as
 

-"Fmrnifficntly different 
from the other factors to be supplied to p-o,_:-1y 

oeratchns, in the light of differences in suppl;1y csndizic4:s , i . 

j- thr proves to be the "risa.ing colrnponent" in an actual situation ;Ahe 

other factors in the producaion 'io o.- .....:L--.lbl i-,funatio;. _--reLa avall ..... ;]... uttitab • 



proportions and efficiently large absolute amounts, and if the marginal
 

----:-cost- of- furnishing- such labor-is -less-than-"its marginal'prd~dciity* (as 

estimated from the production function), then suchlabor is propery 

described as a "bottleneck" to be broken by social projects having the 

marginal cost mentioned above. Conversely, if the other factors have not
 

been surveyed and their availabilities determined, and if therefore no
 

estimate has been made of the marginal productivity of qualified labor of
 

particular types, then no specialized selection of social projects is possible; 

and social programs under these conditions become policies of'general progress, 

with trust in their beneficial effects -- ranging from direct improvements 

in consumption and welfare, through contributions to productivity and entre­

preneurship,, down.to 'at worst a waste of resources and a vain arousal of hopeos.
 

Exploring further the character of bottlenecks in the social field,
 

we note that these may be related to either trends or plans. .On the one hand,
 

the scarcity of a certain quality of.labor may turn up in the course of current
 

activities, whether in the private sector or in the public sector, as 
these 

activities change, grow, and come into contact with other activities. For 

example, the need for foremen- accountants and economists may expand as 

production grows, as relative prices shift, and as pressures bear on the 

'balanceof international payments. On the other hand, labor scarcities myn 

appear not only under current trends but also under plans to change, tranalorm .
 

or even reverse those trends. Thus, if the Planning Commission is determin d 

to transform an export economy into an industrial system, or to put a bace of
 

Jidustry under system of ogd.. a light processing, a new constellation 

uik.In sills will be required. To cope with both trends and plans, e ' 

; iChnique of "manpower forecasting" may be used, but with a difference. ir ut 



trends which can be observed closely, and followed from monlh to month, 

permit a careful tailoring of social projects to fit specific needs, andr. 

provide the participants with fairly reliable assurances of success at the 

end of the procedure. In contrast, long-range plans open great uncertainties 

as to the number and character of the personnel actually to be required, their 

probable productivity and earnings, and even questions of the survival of the 

new enterprises to be established under future conditions not entirely forL­

seeable today; thus such long-range plans areless concerned with specific 

bottlenecks than with general social development, suggesting that "manpower 

forecasts" may be a misleading tool of resource allocation in such a situation. 

Itemizing some of the social bottlenecks which are specific and 

can be broken in short order by specific, delimited projects, we find: 

technical skills -- taught on the job, wherever possible, 
sometimes on a foundation of previous 
vocational training in short c6brse'; 

middle-management capabilities -- taught in vocational institutes, 
followed by on-the-job learning experience; 

professional training - taught in schools, which may be abroad 
whenever the number of students and the 
academic resources do not justify local 
schools; 

adequate nutrition for workers -- to ,be provided in subsidized 
canteens at the workplace; 

health care for workers -- to be provided in subsidized clinica 
at the workplace; 

sanitary conditions in some cities -- to be provided where
 
urgently needed by pure water supply, covered
 
sewage drains and similar projects using
 
as much of idle labor as possible, and usinty.


• 	 ~~iT tools;p.e .: 

control or eradication rf malaria and other endemic disease. I, 
certain areas --	 to be done in areas where all other factors 

are favorable to development, until resourcen 
are made available for wider public health 
measures; 
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population control of some kinds at present by I.U.D, inrtiona, 
... ....... ", etc.,, in-future--perhaps.-by-chemical .mean; ................ .. 

in water, etc. 

In many of these programs, some fees may be charged to the beneficiaries, to 

be recovered from their future enhanced earnings, and to ensure their active 

participation in the program to the end; but when the bottleneck is urgent for 

the nation, part if not all of the cost should be'borne by the State. 

I - . The essential character of these bottleneck projects is undersec-red 

by contrasting them with more general social projects., These would include: 

the extension of literacy, the development of entrepreneurship, the supplementation 

of average food intake in the entire population, establishment of a system 

of urban and rural hospitals, reduction of infant moftality, provision of 

kindergartens and youth clubs, slum clearance in urban and rural areas, and 

4 general community development. All of these are unquestionably worthy projects, 

badly needed to raise welfare; but they are vast, slow, expensive, aind uncertain. 

If these general social projects were undertaken, they would swallow up all 

developmental resources now available,'without providing for their future 

support, let alone their future expansion. Since resources are limited, the 

social projects (above the "social minimum") must be limited to those promiaing 

an early addition to usable resources. We come back to 'the cr.terion of 

Tottlenccks in development. 

One more important feature of the bottleneck criterion Is the 

separation or combination of projects. As already noted, many social ac-4vitie_1. 

must be undertaken jointly if the individual projects are to succeed. Notbll, 

4,_viing in specific skills will be largely, if not completely wasted, if thr-:" 

',nc!3 are feeble due to malnutrition, frequently absent due to illnzoj." 

qnable to concentrate on their work due to family problems, discouraged by 

scarcity of jobs or meager wage etc. But joint supply of aX 



variety of social services is too costly for the whole populption of a poo'
 

.,-
cunatry,.,or-even-.for-.the whole-populatin-ofmany-cities-in-suchoacountry.-


In this case, it becomes necessary to discriminate among regions and among
 

groups having the largest potential for economic developl,:nt. In practice,
 

such 	discrimination is accomplished with least objection by providing the
 

joint services in certain cities rather than in the countryside, and within
 

the 	cities by affiliation with places of work. An illustration of
 

widely practiced today is the provision of hospitals in Oze cities, mobile
 

clinics in the countryside; another illustration is the subsidized canteen
 

provided in some factories; still a different example, found in Togo and other
 

French-speaking areas of Africa, is the Caisse des Prestations, ehich provides
 

a kind of contributory social insurance for a small elite group of skilled and
 

semi-skilled workers. Combining the joint-supply feature with the urban
 

riority, we find the example of the city schools which, besides classroom
 

teaching, offer supplementary meals, health clinics, and recreational clubs.
 

To sum up the virtues of the bottleneck approach as applied to social
 

allocation,,we have found the following:,
 

(a) it insists upon sufficient conditions as well as the necessary condicions
 

for the intended results;
 

(b) 	it calls for the presentation of evidence regarding those conditions;
 

(C) 
 it avoids the huge and slow systems approach or sectoral treatment;
 
(d) 	it puts the emphasis on the intended results, rather than merely., 
 th.
 

workable project whose benefits may somehow emerge;
 

It.} 1.t permits some comparison among proposals, in terms of incremental p ,,H:t
 

per dollar of social program;
 

(f) 	it serves in these ways to integrate the social allocstions with the ,
 

allocations;
 



(g) 	 it reconciles in some degree t:he project-by-project approach. i. . 

,broader program approach which must be :Converted fLnp,lly into neet-e o 

(h) 	it provides for a claim to be put in at the budget bureai for 

resources to meet a given aim, not just accepting the "resources available". 

Overall, the bottleneck approach comes between the professional 

establishment of a given sector using "available resources" -- which t.,dth 

be a very parochial procedure -- and the overall comparison of benfi.tcot,,.,' 

ratios for all conceivable projects, which is of course not feasible. 



D. The Bottleneck Criteriu~i EA:~~c 

The casp which ipac-r t_.p on bf!h.. of 

principle for deciding soca . 

that this principle is an u ofidea in national plarqa-ni or in 0he 

bureaus of A.I.D. or other for iL'-adagencies. In fact, all we are attempting 

to do here is to organize the whrls range of arguments, mnd to csy z!,ohi'':1 

rationale for practices which alxeady are partially at work inr nii-y ir 'r 

But these current practices are uneven and imperfect, and are having a hai .e 

making headway against on the one hand the fundamentalist belief in uo. isl
 

improvement as a pre-condition for economic development, and aga.sm-it D- t, 

other hand a hard-boiled scepticism toward social projects r,1:' e.r-Y.i 

Accordingly, we are trying to promote the spread of the bottleneck prtiple 

into all the social areas where it is appropriate.
 

The agency whose current practice comes closest to u,- . 

criterion is the International Bank for Reconstruction and Develo ie oD). 

Of course, the ,Bank has kept out of the social field until qufto_ _acnty', 

and so far has undertaken social projects only in the field eh'tinT.Tf 

D3nk's criteria for these judgments -- both those stated in Th 

and those which can be read between the lines, supplemented by disvae£$r.e 

"-,tT INRD officials -- are significant for our probilezm It he ,... 

. X1ar', asmanagement that since tt. mission is to pot e'm!:; . 

it -ill not undertake projects which are primarily of consulption c et&. 4,i.: 

,..n are remote, slow and dubious in their effects on &evelor:Qent.. ,A:. 

. . so- far turned do,.. -. ! applications for health o 

.'n .fieid of r.'-': to .: f, f" educatI.Oi-a :.nd support, prinx, : . 



general literacy as such I./. Housing and community development l kc r.Li 

have -been put -beyond the- pale.-- Conversely ,- the- Bank'v s upport--haz s.Al-v 

to projects of secondary edti'a n and especially to tech-ncal e .. 

and training designed to meet felt needs ("noticeable and serioua ) 

in the 	 countries. That is to say, the Bank has chosen to
 

support social undertakings which promise to break visible bottlenecks
 

in Ihe.actual process of development. 2/ 	 .-..
 

1/' 	Cf. the statement by a representative of the I.B.R.D. for the Asian
 
Conference on Children and Youth in National Plfnning and Development,
 
in document ACCY/BP, dated 30 August 1965:..
 

"Since economic growth and social progress are interrelated and
 
since the level of education has a positive bearing on productiA',,
 
it would be wrong to emphasize one approach to the total exclusion
 
of the other. There is abundant evidence, however, that the drive
 
for universal literacy and education has led to a tragic misuse of
 
scarce resources in many countries, which has contributed to the
 
Bank's somewhat cautious entry into this field....Although the
 
human rights target of universal primary education Vas not yet been
 

* achieved, primary enrollments have expanded over the past decade
 
out of proportion with other levels of education and often beyond
 
the country's ability to train teachers, and properly mieet recurrent
 
costs."
 

2/' Cf. statement by Geoffrey Wilson, a Vice-President of the International
 
Bank and its affiliate I.D.A., in a talk to the Canadian Commission .or
 
U.N.E.S.C.O., in Montreal, March 11, 1965:
 

"We hope and believe that we can help to poirit the way by financing 
and providing technical assistance for carefully selecta.d pilot 
projects that will fill strategic gaps in the educational"system 
of member countries. We also hope,that we 'can encourage and aac..­
our members in the formulation of sound policies4 In additi..n, ve 
can exercise some influence in the realm of addiniuirative cila. 
by applying in our educational financing the same high standards 
of project preparation, appraisal and inspection-that we insiat 
uponin other fields." 

" .
 



.. Oneimportantqu lt twhich must be noted on the B!.k . 

-ocial,criteria only' ted; Ine',eet to reiz"force vhe bo t1enc-tk ,,i i. . 

many projects by ri1hby for economicIn . supp Lho riason i, i ,Bank te.-e 

ignificanu component of eIfa: ait e, such aus provisloi of houaini., 

water suppl ,,ccimmunal kirchex s, field hospitals and even general health
 

clinics. Sucghsocial components are large and outstanding in undertakings
 

located in remote' areas and in difficult living conditions, .ie for exatt e
 

the project of developing the iron mines in Mauretania; but some such 

provisions are often found in less extrem. undertakings, where certain, 

welfare services appeared to be important for cutting absenteeism, reducing 

labor turnover, and raising the efficiency of the work force. While,the 

actual extent of such servicea, as a percentage of IBRD loans granted' Is not 

known at present, the whole category may be viewed as a kind of working­

capital outlay and therefore not a departure from the Bank's cr4tera" 

stressing contribution to economic development. 

Turning to the Agency for International Development, a wide range
 

of policiesand practices has been found within the agency as regards the.
 

social field. This range includes declarations both for and against support
 

for sector-wide programs, while project selection seems governed sometimes by
 

bottleneck-breaking and sometimes by the appeal of'"well-prepared projects" of
 

less than highest urgency.
 

The existing A.I.D. Manual on Feasibility Studies, Ecomoki an'
 

Technical§Soundness Analysis, Capital Projects, which was issued in 1964- contains­

a chapter XIII on "School or Hospital Projects" but this is reraarkably brle, . 

.nd vague on the central is,, of criteria. The relevaint'pg oC -1 a: 

D. Position of Pro l'ac:-t
in Overall Program
 

Extent to which inadequacies of community schoole ad , , 
retarding economiL growth of the community. 

National, regionai or community program fo& dave oni o£ ico ,.,*nd. 
hospitals and priority of the project within th.s progr&., 

-'.,- Demand for graduates from this type curriculum. 



9... ... .... ... . . ........
 
E. AnticipatedBeit 

Increase in the education and health of the locat opoat,.n. . 
General economic ef t of improved.or.expand= hoo. . . . 
hospital faciliti.s, 

Direct benefit to local populatlo-. through loca;, eedi ,* 
of the project fund's themsalv,-s for labor, nta~ort-1rb . 

food, rents, etc. (temporary benefit). 
 . -

Here the first and third clauses refer to the bottleneck measure, the fifth
 

clause relates to diffused general economic effects, and the fourth and,
 

sixth clauses point to direct welfare benefits, whereas the second clause
 

stresses the programmatic or sectoral view. 
This is certainly a broad coverage.
 

of grounds for evaluating projects, but unfortunately it gives no guidance as
 

to the relative weight of each ground, nor any detail as 
to,the application of
 

these general propositions. In particular, the Manual gives no guidance on­

how to determine whether and to what extent present inadequacies are in fact
 

i"retarding economic growth". 
This bottleneck approach, once mentioned, is soon
 

swallowed up in devising a program for the whole educational'or health sector,
 

as the text moves on to the next section of the chapter, so-called "Requirements
 

Analysis", which is mudh more extensively elaborated. This is at first virtually all
 

demand factors: not social or economic requirements, but rather forecasts of population­

growth and enrollment ratios, and "types of services to be offered", and even
 

number of beds to be provided", so that functional relationships are assumed
 

away, and demand is left without any rational constraints.(it is remarkable that
 

-
mention is made of the technique of "manpower forecaltlng" for skill
 

. requirements, nor even of the criterion of "beds per thousand populat, 
 '" in the
 

planning of hospitals). 
After about one page along these lines, there are
 

three pages of intensive detail on "design criteria" and other technical anC.
 

±inancial features of proposed projects. 
Such ,amanual evidently tenda .to.
 

derlect- he operating official awvyv h•oni concern with the social and
-.
 cnowi"
 



significance of any proposal, -,d the prospects of its becoming useftlkuIu 

foreseeable conditions; and puts the emphasis on the paper work of an elabo i:-,l1­

s~~wl -prepare oject. 

Much the same comments apply tochapter X! of )is Manual, 'Concemci 
with "Municipal Water and Sewerage Projects". Here we find a Similar pattern 

. of bottleneck criteria mingled with consideration of vagup general effects,
 

and a predominance of technical concerns over methodg of establishing socio­

economic significance.
 

The A.I.D. Manual could be much improved by bringing it more.into
 

line with the Statement, approved by the President in May 1962, entitled
 

"Policies, Standards, and Procedures in the Formulation, Evaluation and Review
 

of Plans for Use,and Development of Water and Related Land Resources" (which
 

in fact appears as "Annex B" of the above-mentioned AID Manual). For this
 

Statement begins with a list of purposes for which water plans are desired;
 

and proceeds -- under headings "Specific setting: for area under consideration" 

and "Types of primary benefits and standards forl their measurement" -- to 

specify the ."relationship between economic development needs and,opportunities
 

and potential water and related land resource use and development", including
 

"the economic and social consequences of complete or partial failure to satisfy
 

these needs". In the latter phrase is summed up the essence of the bottleneck
 

-meaisure. What is needed now is the extension of this approach to other social 

factors, many of which are less easily measured than water supply.S/
 

,3/ These virtues of tie Statement on Water Plans do not excuse what seems to the 
present writer a serious error of principle in evaluating projects accoriding t, 

icih:L document. This is the princ:,ple that wherever the benefits of a proposed • 
project cannot be expressed in actual or simulated market prices, the they 
smuld be expressed in terms of "the cost of the alternative means tbat would 
iobc likely utilized provide 4uivale1it or 1itbe to iI 1 products sevice&U, m
 
to us that the cost of the alternative is by no means a measure of benefitG.
 
. ut io only a measure of the svn in cost to be obtained by one r , rr'a,.
 
than another in pursuing the same, un-neasured amount of benefits. This .distortiV.tn 

of the economist's notion of "opportunity cost" (which properly refers toy the 
measurable benefits from alternative uses of a given bloc of resourcea) haa bzeen 
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widely adopted in the A.I., tratrE;, where it tends o favor.a
 
mparison'of h teh a LyLenti-%ra mpans in place of tn
 

of the expected economic and social. effects.
 

Several recent A.I.D. documents do in fact contain policy dcla Fl i 

',along bottleneck lines for social undertakings. We may cite, for example, the 

FY 1968 Country Assistance Program (C.A.P.) for Brazil (Unclassified), which 

deals with the new-initiative areas of agriculture, education'and.health by 

mans of "expndin and new activities . . designed to attack major problems 

impeding achievement of various objectives specifically identified in the
 

Presidential messages" (p.5). It stresses "elimination of economic bottlenecks,
 

3 :strengthening and/or creating institutions, mobilization of internal resources; 


and redirection of domestic policies or resources" (p.8); and declares that it
 

"willcontinue to place special emphasis on 
developing and financing projects
 

in agriculture and education, sectors in which the USAID has strong technical
 

expertise and which are considered critical investment sectors in terms ofz
 

economic and social return" (ibid.). Despite these strong statements of
 

approach and criteria, the actual specific programs and projects sometimes imply
 

quite ,different approaches and criteria, namelyan inclination to adopt proposals,.
 

because they have been well-prepared even if not of highest priority, and an
 

inclination to 
design whole sectors of act;ion even if not very operational
 

or efficient. In the Brazil program, theoe issues are highlighted n "
 

considerable contrast between the Education section and the Health Section, as
-a 
 . e.i ..
 

3 well as in the avoidance of a "nutrition sector",. Thus, the Education 'ection
 

states as 
the objective "to improve within the shortest time found feasible, - :
 

COB capability to 
identify the key human resource bottlenecks curren!y-:i­

g social and economic development, and to prepare concree. sand f 5 z 

ticrion programsspecifically directed at eliminating such bottleaecks" (p 42.); 

an. to pursue this objective, it puts "special emphasis on secondnry education" 

' ::' ' ; i(
 an'd 'on measures which will 
' 

shift,
'. ' 

investment 
"" d ,°:: 3 " 

from school 
" i- : 

construction 
"W, , 

to T
''
1'rvemp~nt

,-;- •: ' a :" ' J ; -' " '' I [ 7 : ;' , %
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of educational skills, and .ll, anticipate the foreseeable leaders l ,d i v
 

manpower requirements, and utilize areas of idle capaci , %Atiin the
 

educational system (p.143). 0ne rZy Ues tion some o£ the c.i a -,
 

notably the, propbsed drive for "sharply reducing the number o ra pefatrs
of 


1and drop-outs, especially in the first two grades", as perhaps not being 
 3" 

"the most critical-problem of Brazil's elementary education'system" --.but
 

one cannot deny the strongly instrumental type of approach here.
 

In marked contrast, the Health section of the Brazil Program states:
 

"the new dimensions of the health program include medical and
 
pare-medical personnel,training,,the cteation of health planning
 
organizations at the Federal and State level, the expansion.
 
and restoration of selected health centers and hospitals, pre­
school age child nutrition, disease ?revention and "control, 'and
 
research and teaching in demography. These activities are in
 
addition to continuing support of the malaria eradication and
 
National Water and Sewage Fund projects". (p.249)
 

In this broad declaration, and in the subsequent specific proposals,. we irind the
 

emphasis falling more on standards of public health than on contribucion to
 

social and economic development. The Health program is aimed ,at ."the most
 

widespread diseases" rather than those which could be shown to be socially
 

most harmful; it discusses how to use "the reseurces available" rather than
 

how to justify a greater (or perhaps a lesser) allocation of resources to
 

Health; it appeals to the Punta del Este goals regardingwater supply and
 

sanitation, and to recent (and still debated) studies of pre-school chlr1dren,
 

without indicating their relevance to the situation of Brazil; and it gives
 

prime importance to developing an a&quate public-health system, cla11,Ling that.
 

is the inability 
 .3
"Brazil's most critical deficiency in the public health aea 

. ... , ,-.
 

;: : --_ }V ; , 


. its public health system to cope adequately with the myriad of serlous hcrAtlh'
 

p)roblems that afflict its peo;)1a" (p.250). Certainly the author8 cf £hJe Heh
 

-ection are humane people, sympthetic to the welfare problems of :he Dazl! ,
 

population;,but they tend to conceive their task 'in rather naaec ;/ .
 

terms rather thani in broad social terms of interactions. 
 3,-3,.
 
2. 

3' 



"
"affirmingth undoubted*dimh-porta ce d d.. , ,.., ... ... .L ., o ofo ..e.. .: ....,,:. .. :
 

.i:ii: ... *, ' " ''"4..
roduction and diversification of food " ii? rtn . . ,
 

practices through theadult iterac prog ,'"qC,a." 'i- ,
 

fm"in
the end, perhaps this approach will be more useful,and.ef.ectve. ban-


The implication seems ci.to be emphasis on pecificpro•t e. ,"
 

Th te a for . ..t, , t•,., 
P leracy 
 .
 

socio-economic needs, but in practice much emphasto t'o &aprojectf
lo*given 

"in the ae,ispehap this aroachs will emore sefulracand.ffectiv, ihn,
 
the supplementary feeding for pre-schonl chaldcenin'"ry
e.,ver' 


region of Brazil (p.253)a s. .." i"' ".: e
 
manpower: ,: .,: in d., ,.d acceti.ng :" .4. 
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Plan . .
 
ao he asiThe AID Program demorandum fo 968-c72ofntiindia Tilli en io n,
 

of the same issues. th "'"
The broadest satements of.appoac§0c. i oil
 

that document stress the instrumental• or botlenedk. aptro.h'. ": . , ,,S ,:
.,.. . cLua. .in". * .. 


emphasizing rapid returns from outlays on herlt:i and edu 
."4ra h aed
i=4, ,,c='
, . ' ...... 44 . *o . . 

production in agriculture and industry , also. ephmoa izi e' 'nyatla Ie di t of.ecea -p!;e 

manpower in developmental projects, nd acceparig
. . 

ia r..-id.,. ur,:h ?an ' ,.4 . op" 
 , . r . ' .-


• "ao the basis for foreign aid (subject t~o 
* "
 

contiruing'evi*' ), ::|ei.l en in;"":
 

o these generalities in the educationfield *' WU & .
 

n- kastific, nchl instheucr honth, htq,' 


*4t" 


mathematicnal and t t .a A 

.:,du~ation levels ' du t -aI" (related to agricultural technology-in wural a~. 


\/i,, directly.related to,the v npower 2
pes in the urban areas).mTese are considered.xo 


::ne, s of the expanding, economy and are believed .to.be, reaz 1of:considerabe. Ud(::,. i
 

na.works: for educational use. On the other hand,.the doc ,2e.J'l
 

.. ...-.. .4 .%,**,- ... .4 4.,* ,: ,• .* 44, 

4 

http:considered.xo
http:acceti.ng


agreement with the Government _ofIndir,on iaintairting tha_:vh~pe ort.be 

educational pyramid -- expanding the econdary-chool e ,on&dr t' ,r.. 

the increased :If low from the primavy seei101h s- qprxucipli% of Z aai jr!T 

to school administrators than to developmertal planners.
 

The Health section of the India program is not so closely Fraiaed 
to a bottleneck procedure, but still--epresentssome improvement over the . 

situation criticized by the so-called "Blune Memorandum"'of March 1965. That
 

review "failed to indicate a direct relationship between the PrLiaent health
 

program and India's priority development needs", and ,recommended that "U.S.
 

activity inthe health sector, except for family welfare plannlng, should*b
 

kept to a minimum" (p.9). Most of the programs so designated as non-developmental
 

in the Blume report seem to be in process of phasing out'in 'the Missin's plans
 

for 1968-72.
 

Still other examples could be cited in which the boitleneck principle
 

is affirmed for social projects. Among the African programs,'for instance,
 

the 1968-72 Memorandum for Nigeria stresses this.principle in'its proposals
 

for Education.
 

Generalizing a little, it may be sai, that in most'of-the AID programs,
 

the field of Education is governed much more by bottleneck considerations than
 

S i.s Health. :Similarly, technical assistance proposals eea to- t&a acaot' of
 

missing components more regularly than do loan programs which.teed 
 r to ths 

sectoral view. 

It is also noteworthy that the loan programs, where the big expecditures 

,-,a!±ound, are not usually pesented vith a Justification of thone p.n-,e. 

?o. agains: alternative useg of those funds. The."Cap.tal A i zrc, ­

.3V sociedl projects seldom attempt even the compariso ot te bene£t ad 

coots au rsroutinely done in ea.timating "feasibility' folr eo~iomi; '*pcjee ,, 
~ 4 * r~t 4 

Is
i ! 
 ..
'
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However, it is not a foregone conclusion that all Health programs and
 

all loan programu in A.I.D. ignore or reject the instrumental viewpoint. 

The
 

various programs of malaria eradication illustrate the issue. As humanitarian
 

activities and as activities peculiarly suited to American technical capacity,
 

these programs have great appeal. As demographic factors, on tae other hand, these 

swiftly raise the rate of survival, and therefore enlarge the populationprograms 

explosion. 4/ If the marginal productivity of additional hands is already low, or
 

the "success" of anti­actually zero (a condition of truly "surplus labor"), 


malaria measures is saving some lives will be countered by the "fa.ilure" to main­

tain, let alone raise, living standards for all of the population. It is cultural
 

myopia to miss this vital difference between the less'developed countries with
 

surplus labor and the advanced nations where additional hands may be strongly
 

productive.
 

Nevertheless, there are cases where malaria eradication seems to be of 

opposite type, a true bottleneck program. One such case appears to arise in 

Paraguay, where -- according to the A.I.D. Capital Assistance Parer on this matter 

timber; and existing. malarial conditionsthere are idle resources of land and 

have been a main obstacle to development of those resources, while the other 
main
 

obstacle, which is transportation, has now been alleviated by improvement 
of roads;
 

in addition, programs of land redistribution and of financial assistance to
 

a stagnant situation into a developing one as soonsettlers are serving to convert 

as the malarial features are eliminated. This case, where malaria eradication may 

control a.nd other specific public health measures4/ T"e efftctiveness of malaria 
aMs t, whether these actions are indeed the ultiiate caoseis still open to duae 

of the marked drop,-, in mortality observed in L;;tof th2 re,gions so treated. For 

in a less-developedaccording to sone m:dical opinion, people saved from onc ai]lnent 

country will soon ale of another discase, unless their auren.th and reslst-mce nave 

nutrition and other elements of con.umption. Experiencebeen built up by iL:c7,roved 
death rates declined in the n-treated regionin Cuvion, for in stace, indicates that 

of that ale.,:;i the decline in. ta -alaria--cotrolled regions, alli.land ,t 
apparentl y resC:0 a; CO island-w".:d conor,ic irowent. 

if this intev;:cction is reli-.ile, it su.g::;ts that ,a..crash-type public 

health co.pai;ns against diseaso; may oe wastc:fu-. in this sese they may 
be limited in effect so long as genera]. consumption stays low, .wd subordinate (if 

not redundant) wihcn coasu ,ption does rise. 

.6-28 (Unclassified).5/ A.I.D. -2DLC/P-540, pp. 

http:auren.th
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indeed break a crucial bottleneck, must be carefully distinguished from
 

some opposite cases 
-- among which perhaps the anti-malaria efforts in
 

East Pakistan are a notable example -- w,here constructive effects are much 

more debatable. 6/
 

Moving on from AID program documents to AID sectoral guidelines, we
 

find some of the same divergencies between bottleneck approaches and sectoral
 

approaches. In the field of Education, we have examined four guideline
 

documents: 
 one prepared in the Bureau for Latin American in 1965, another 

being the draft of a "manual order" drawn up in the Education Branch of 

A.I.D.'s Technical Assistance Division, the third being a memorandum prepared
 

in the Africa Bureau in September 1966, and the fourth being a current revision
 

of the Pro4 ect Manual in the PPC office of A.I.D. and shown to the present 

writer in draft form.
 

Of these iour documents, the first is of thoroughly instrumental type,
 

particularly utilizing the bottleneck principle. 
 It is a call for comprehensive
 

planning of Education along with Population and Health in a human-resources
 

6/ In support of the successive AID locins to Pakistan for the Malaria Eradication
Program, there are three successive Capital Assistance Papers (P-90 in Aug. 1962,
P-223 in April 1964, and P-606 in June 1967 -- Unclassified). The first of these
 
documents put a low "aaking on Ioealth -- ninth among the sectors considered -­
on the grounds that public health, eiffrt:; would not be effective without

opportunities for gainful cmploym& t a Igbr standard of i " nevertheless

the docu~ient proposed support for thc r~lar a program, ,Ion- with some otherpublic ha2alth activ-s, and rhas mu,:h in,.:aunced by danger of external
diseconomius (the ang C of re-infecting Pakis tan's neig;hbor countries where 
malaria was alrea, much reduced). The second -L-.maria loano aper ignored thereservati.ons and low priority accorded by the first paper, and referred without 
details t- s;m, e <p ir:encesaido to show inereas:d agricultural y d in malaria­
protected areas. The third paper, a much are elaborate documcnt, relates themalaria program to the whole taich secior porogram, and cU:ers some economiic
justification in terms of man-hours lost because of malaria; but the wauation 
placed on these man-hours appears (pp.6-37) to have used avora: e output per
man-hour rather than the a'grinail output which ,:ust be used a cou.try like
Pakistan where, as the document notes,"urmployaent is substantial and under­
employment is widespread." 
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strategy aimed at social, political and economic development. Its
 

operative principle is in effect the determination and breaking of
 

bottlenecks -- variously described in that document as "priority 

areas", "critical vacuums", "skills related to developmental needs", 

and sometimes specifically "bottlenecks". This principle is then
 

embodied in such recommendations as:emphasizing middle-level manpower;
 

underlining "economic opportunity" as the indispensable condition for
 

motivation and pay-off"; and favoring "selected areas of high growth
 

potential rather than ... larger scale programs of national scope".
 

The second and third Education documents mentioned here give
 

more emphasis to comprehensive organizational system. The fourth
 

document, being a revision of the Project Manual, includes a section
 

on Education and other social matters, but is primarily concerned with
 

the basic technical concepts of resource allocation; in general this
 

draft does not get down to the concrete conditions of less-developed
 

countries, for which approximations must be found to take the place 

of the correct but inapplicable techniques of theory. 

Turning to Health Sector Guidelines, we have examined a draft 

of a "manual order" prepared in the Population Division of A.I.D.'s 

Health Services. Here we find a combination of emphascs: ou sectors 

for efficiency considerations and on economic consequctnces for develop­

mental significance. This document also s.-iaks sor.c.Liaes of "the 

available resources" and sometimes of "cla!m.s" or. resourcc. Its chief 

proposal, however, is to take guidance from foreign experience, ning, 

the "profiles" of comniparable countries to help dctervmine T;w-oper allocation 
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of resources among sectors; this is an approach which -- as indicated
 

in a later section of this paper-- offers useful perspactive but
 

tends to reconmend the fashions of the past without critically evaluating 

either their excesses or their deficiencies.
 



E.-- -.Some Supplementary Criteria
 

While the social-minimum~ critariolt ,Sect_cn B) callt,-fqr,' -KI
 

projects that are indispensable fov social -u " ha tl
iva1, d b1i) ne 

criterion (Section C)ties social projects to socio-economic e at.
 

there are some supplementary criteria which will help to xiaxi'iz& 'he .ne'
 

contributions of such social-projects as well as to-guide the.choiceq *
 

some social projects for final rather than instrumental reasons. We shall
 

consider five such supplementary criteria: (1) the use of low-cost resourca
 

(2) the use of high-yield technologies, notably some non-co'nvantional Oo
 

(3)the transfer of relevant foreign experience, (4) fea'ures, f.hi.c
foreign­

aid agencies are.particularly qualified to supply, and (5) projects 4hich'
 

can be effectively.administered and supervised. Most of these co~nsi8erTttO
 

apply in some way to specifically economic projects too; but they Pral&t
 

particular opportunities or problems in the social realm.
 

(1) By "low-cost resources" is meant idle labor, periodically deserted
 

buildings, unused transportation facilities,' and other such patent.al 'esource.
 

*which are to be found in less-developed economies marked by",.imperfect -srkets 

and by bottlenecks in capital, skills, natural resources, and.other scarce 

factors. The idle factors are here termed "low-cost".rather than cost-free's 

- because they can seldom be put to use without some accompaniment o f 

factors in however small amount. While these conditions ar( Mt r
 

,iIds -- eg., road-building or water-control projects - hey Te e
 

in social fields. Notable examples are the 'mobilizationof idle labor-'tIi
 

S i 'i~l~ager; for sanitation work9 child. care and general. del,
 

.in India); the use of educated " ecruIts 'in,hearmed fc~cel ­

6n-d' ,ispara-mdical personnel made. mb!!e with military vehl I .daU-,,lp
 

(cc: -In Iran) the training and'payment of midwives to i'ekott ­
"
'
 

7 ' . '.. ;'-' , : ,- . ./ . - . D i , _. ' , , = + . ' " " i ' : "' " ' . " 'J -,., . -'*Li' , i " " ,:, 
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(as thevv C. r 

in "yoiith corps" (as in several an e hr Aii) i1 

contraceptive devices in Pakistlsr ); t~bh~toL": 

the most spectacular effort along these lines has been made in Co,,In .
 

China; but after some substantial achievements during the early and niddle
 

1950's, the excesses of the Chinese mobilization'during the so-called "Great
 

Leap Forward" of 1958-59 produced a general setback for several yaar
 

thereafter l/.
 

The particular relevance of surplus labor to the problems of social
 

services lies in the very 'large role of labor, even unskilled laboyr in si'
 

undertakings. Sometimes persons With very little training or u,
 

the whole job (as in sanitation or baby-sitting) or else car serva is-! 

to more skilled persons (such as doctors and teachers and biic-hel~4 

engineers). Some services, such as improved food-preparation, ,te nly chiageN 

in existing habits, requiring no new scarce inputs -- except in thh traiaiM 

courses.
 

In these low-cost projects, it is important to guard againrt h:tddn 

real cost.-- whether scarce resources actually used, (such as manage rit 

skills) or other activities correspondingly neglected (as in eeas". 

ir:7,Uilization of labor or transport) or Indirect negative ecei ( 'a ­

!pouiation increase, migration to cities, detachment of chi1L.-na 

f 32ile oz from their village roots, and projectioa of u eali, , ,.tic,) 

S.... ! E.P. Raubens, "Under-.erplol-meirt Theory ,and Coiunriat ,.i . '.." 

";".. . , Dze. 1964; ala YL. Wu, Jn Economic qtltv L L .. " . 
CNi ('iokn Associates, 1956)- also E. Gilbert, Ls Voie M vihtre {1, 

Six Centdesribed , !_n -ia.a Also t h 
~ ~~nt 1abor" described aa 'u in a Wearyj HorsP", Vht_ 

wy 2, 1966, pp. 31-22, 



developed countries are apt to ae to- vniv an~rd eie
 

fashioned". For many of the ~e inog'rVS fz'..
tech~oio rui,,tenily beinf 


West are ill-suited to present conditions in the developin" nationi an&
 

costs there. We may .question such current practices as the'ozgartS.t-._L o.
 

educational systems in the traditional pyramid with a broad base; the use oi
 

vocational institutes rather than on-the-job ttaining; the reliance on man­

power forecasts made with present or foreign parameters as fixed coefitle i
 

(while ignoring the costs of manpower preparation in ratio to the ben.ita)t"
 

the drive to.eliminate the most widespread endemic diseases, v6 =attr hoi
 

deeply rooted; the adherence to best-available proteusional practica ,
 

of costs in universities, hospitals, road-building, sewerage; and in .5,mit'
 

* instances uncritical reliance on such social institutions as the fa 	'A
i7
 

(presuming a stable, nuclear family pattern where the actuzlity..pay .Ie u-tinerahgl, 

clannish, or tribal ,or 'markedby a high rate of desertion), .also rellance on tha 

village elders or the political elite (who tend to oppose innovations) or depenrz 

on the commercial markets (presuming that these are vigorous, fle.xible and rcpuopiv, ). 

Some alternatives to these unsuitable,.technologies aiready eriat. 

There is, for example, the narrow<R 4 educational pyr., id which wiLawld 

ost Western countries and Japan dv,.x-ng "heir advaices .athy-, 19" ... 

(ie Appendix I). There are simple mobile clinics which sub '¢itwa. Z ttc'r'i' ed 

ho~vitals. Not all of these substitutes, however, are cap.t s 1. , 

&i e sense: radio may prove to be a cheaper way to spread education 6-sil 

~ u~(accordin tss exp~erimenta in India au o 'N
 

r ' tromly-~bu:,t roads may prove to be cheaper tnan fl..y t4ot:.i ., .
 

i:,,.a; v e is deficient (accordirng to experiments iy f . 

by ~ l~n~there). Som~etimri- the~ obstacles are ticnd t.

>;~.',economic, as in the resistance to non-conventional nmethode df 



! in Latin America-- due to attitudes of construction labor, yigid building­

- codes, and lack of bank credit for pioneering work (according to A.I.D. officials 

in housing). Evidently, more research and experimentation, examination of 

foreign experience both historical and contemporary, and will-to-change 

are required to develop new and relevant technologies. 

(3) 	Relevant foreign experience.
 

Foreign practices in regard to social outlays are attractive
 

as a norm to be used for those features, or in those countries, where a)
 

analytic norms do not exist, or b), the proposed analytic norms are very far
 

above feasible attainment. In +he case of a), the internatinnal comparison
 

indicates whether current practice in the given .country is out of line with
 

practice elsewhere, and measures the extent to which.such current practice
 

must be raised (or lowered) to conform to foreign usage. In the case of b),
 

the comparison serves to indicate how Utopian the proposed analytic norms
 

may be, and encourages and guides a more modest scale of programming in the
 

given country. The availability of long historical experience elsewhere
 

-	 is particularly helpful for projecting the results of present programs-whose 

* 	 effects are not, immediately visible, because they are tied to the slow -­

decadal -- growth of the coming generations.
 

Just how great or reliable is that assistance will depend upon the 

relevance of the foreign practice: the similarity of many actual conditions 

and objectives in the two countries,, In practice, it is often the advanced 

countries which ,are taken as models, partly because of the scarcity of data 

in less-developed nations, and partly because of the prestige of the advanced 

ones, but perhaps mostly because of the emotional appeal of the high levels 

of welfare attained in some countries. However,, the imitation of advanced 



countries is likely to end in a lavish waste of resources in'a developing
 

nation. The attainments of the advanced countries in regard,to social
 

7 7services, amid far greater resources of materiel and personnel and real ': .
 

to what is
 

'jV 


opportunities for the next generation, are not a good guid' 


currently feasible in developing countries, although they may sometimes be
 

a fine guide to ultimate goals.
 

:: Even if care is taken to adjust for differences in average income
 

per capita, there are other conditions hindering the imitation of advanced
 

models. Thus'efforts 'to use a model requiring for its execution more mobility,
 

more comrulsion, or more continuity of administration, than is available in
 

the 'itating nation, F.:ill end in frustration. Innovations in childcare
 

Iiill not be readily accepted by mothers who are ignorant, timid, and dominated
 

by husbands or older male relatives. Exhortations as to youth activities in
 

foreign countries will be wore upsetting than constructive in q:situation
 

offering its young people few opportunities for advancement in income, status
 

or freedom. So basic a matter as the far higher proportions of dependent
 

children in developing countries, combined with the more severe scarcity of.
 

resources for their maintenance and preparation, will make all the difference
 

between the cases.
 

Other developing countries offer much better models for adoption.
 

Also much can be learned from the earlier stage of now-developed countries
 

like Japan,-which formerly faced conditions much like those prevailing in the
 

less-developed nations today. _/ However, even where data are available on
 

othar developing countries, the question remains as to whether their practice
 

should be treated as in any way ideal: it may be exceedingly low, or conversely
 

excessive, by reference to potentially available analytic standards or by
 

reference to the levels of advanced countries. This is to say that any -given
 

country, measuring itself. against such other developing countries as happen to] 

V See Appendix;.1.~ .­



offer data, may set goals for itse.f below its feasible capacity or beyond
 

it.
 

* ;Consequently, even if the exemplar or model showed rapid economic 

some stages -- e.g. Britain in thedevelopment along with social neglect at 


early 19th century, Japan (especially the rural sector) until the 1920's, 
or
 

slum conditions in many rich cities down to the present day-- it would probably
 

be rejected in principle on welfare-grounds today.
 

On balance, therefore, the use of foreign models and comparable
 

stages is not really a substitute for an ""tic standards. Yet they are valuable
 

guides where more formal standards are not available, and if used with care
 

. will encourage governmental officials and th6Apublic to move ahead with action
 

along at least some lines favorable to social development.
 

A useful compilation of data on these matters has been provided by the
 

United Nations Bureau of Social Affairs, in the Report on the World Social
 

a section on "Trends Over Time" assembles the
Situation, 1961. In chapter III, 


records on literacy and mortality for a number of countries since the middle of
 

the 19th Century,and summarizes them as follows:
 

while the now developed countries were considerably worse
" 

were at an early stage of industrial
off in health when they 

growth, compared with less developed countries today at a
 

similar income level, it seems that 2or at least some of
 

the now developed countries, levels of literacy and school
 

enrollments were substantially higher than the present levels
 

in the majority of the less develoiged countries. (p.46)
 

.-j 



A similar assessment of the historical situation in education, on
 

the eve of the Industrial Revolution in a number of Western countries 

and Japan, is state'd by Professor Cameron in a recoit po.per.3/if 

these estimates are correat, the implication is not only that eC.ucatioLi 

is a favorable pre- condition for subsequent development -- as 

Professor Cameron concludes; but also that rapid widening and
 

deepening of education in later Western experience has rested on 

large prior stocks of education which were slowly accumulated during
 

earlier decades in countries then at higher levels of per capita 

tody. 4/ Likewise,income than is true of the less-developed ntions 

the comparatively 'high level of health care in poor cou4¢tries today 

/fas shown by'comparative longevity and ortality rrtes -- despite 

popular impressions to the contrary) means that population pressure 

upon their per capita income is greater today than in the early 

stages of the Industrial Revolution, 

Returning to another section of the R__6etort on the World Social 

Situation. ta.bulation its IV (reproduced here as1961 c in chapter 

Appendix 1) shows the pat oern of governmental outlays by country 

according o level of income per capita, on social items and on 

for $ears around 5' but with mny omissions andeconomic itemsC, 


in the -Go to th t:'ol) E-von after
discrepancies (as indicateL 


someT0 adjaStmer. hes, iu guios show U. i.e r :.gL of "aVi4tio'a among
 

,

the les developed countries; bu-t, in term s of modians of tHe adjusted
 

outlay pe:-cenges, teo less ntions spcn ;lmos as high4­_eveloJS,, 

dnocl ducatU.,n as di thea percconf'eoOf ross uduc o-

pi.. 
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advanced countries, while spending proportionately loss than half
 

as much on Health as the advanced nations did. Alloying then for
 

differences in income per capita, th poo:rer countri es may be Said
 

to be already carrying as great a burden of these so cial services
 

as the advanced nations, and consequ~antly will have to shoulder a
 

vastly greater burden in order to move tova,'d the same absolute
 

level of education and medical care.
 

More broadly, the causal interpretation of statistics of these 

kinds, to measure the connection between social outlays and economic 

developmeat, has proved to be a complox;. and debatable matter, as 

indicated L1. above in section B of the present papero 



Pending the conclusion of such studies, we have a particnlarly valuable 

guide for planners in the set of standards for social outlays proposed by
 

W. Arth r Lewis a few years ago.h/ Drawing upon the racor 4 of a waide rnnge 

of countries, and intuitively sorting out the successful cases of devaiopment 

from the lagging or failing ones, Lewis advised developing countries to devote
 

approximately 3 per cent of national income to Education, 2 par cent to Health,
 

and 7 per cent 
to all other economic and social services; this comes to a
 

total of 12 per cent for the whole social field, comparable to another 12 per
 

cent to be devoted to material capital formation in order to achieve a growth
 

rate of 3 per cent per capita per annum. While these proposed standards are 

not justified very precisely, they represent the judgment of a highly qualified 

and experienced economist, and may indeed compare very well with any proportions 

to be reached by elaborate calculations in this complex and difficult field. 

(4), Strong points in foreign aid are important for tha country that 

cannot handle all its social projects by itself but can enlist' the support 

of foreigners. The aiding agency too is interesLed in leading from its 

strength, in the hope of maximizing the effectiveness of its outlays. 
As
 

regards the social field in aid policy, it secems to be wid ly bolieved in 

Washington that the U.S. has great technicaj. expertiso health work inin and 

technical education. The relevance e":ertisa, 

some question fro the viewpoint of the conditions in the recipicant countries. 

The professional standards 

of this ... however, comes to 

which animate US. medical personnel and 

"J Economic L*a!La; (Karachi) .inter 1960. 



educators derive from a set of conditions in the U.S. which imay ba misleading 

as regards less-developed countries, involving them in larger outlays, more 

mechanical aids, more elaborate systems of organization, slower progress, 

greater dependence upon financial incentives to personnel and rational appeiz 

to clients, than are suited to these countries. An instance whIch has recently 

become quite widely recognized is the unsuitability of formal "vocational 

institutes", no matter how much prestige attaches to the "well-rounded craftsmarn" 

Similarly, the American emphasis on equipment, as a means of substituting for 

expensive labor, is inappropriate to these countries -- unless their labor is so 

inefficient in social tasks as to justify replacement by capital equipment, 

along the same lines as installing sugar-cane cutting equipment in place of 

even cheap machete-men. Thus it may .be that American expertise is highly 

relevant in some economic fields, as determ:irned by political commitments and 

discontinuous production functions, but is not so suitable in other economic 

fields and in some social fields. Each project must therefore be examined 

carefully in this regard. 

Other Aerican propensities may be particularly adverse to social 

projects. U.S. concern ,:ith our balancc of international payments, and 

Congressional insistence on tying foreign aid to purchases of U.S. goods, 

work against large programs involving local currency outlays in the less­

developed countries (eve.i though the dollars laiid out for the local currency 

would eventually be used for purc,Iases of C.S. goos or services). Consequently, 

they discriminate against such underutxkings as educationa.! -Irojects, where 

U.S. ex:po-ts are minor~b ... so amnsi- mcic ;rolects, Which call for 

shipments of equt-)ment, medicines, D.D.T' . , specialists, etc. T'he Congressional 

rules also tend to favor certain tec-nFoor a given project although 

those technologies e iapproprit an *.a ful;Lay e. . bu:ildirg with 

imported upent ane :erials .nl,. ] zoal ma er:ac and '.aalr-inae siw 

methods ; and deaiing with health pr,:Ji:. ; y i ....of .c~.. c• v " 



complexes, and malaria eradication -- all of wlhich r:ruire imports frai the & 
U.S. -- instead of clinics, local water control measures, and sanitation actionn, 

which would take a much larger share of their suppor,_ in local currency. ;dz< 
involve behaviora.i conl. icting 

-may occur sometimes because existing structures of authority -- in the family, 

the village, the tribe, the central government -- are imperilled by 4;catior. 

(5)Administrati ve problems paltt:erns -rwH.flh .o ots. 

and the arrival of new figures of authority (the teacher, the doctor, the social
 

worker). Or the problem may arise because social undertakings require a degree 

of cooperation among individuals on a voluntary basis -- in contrast to the 

involuntary, organic relationships of family, clan and village into ohich the 

individual is born. Many social undertakings must be undertaken on a minimally 

.arge scale, as in the case of sanitation or water supply -- a scale sometimes
 

too large for the family or clan groups which might le willing to participate 

as a unit. Other :ocial undertakings must be done in a tightly inter-connected
 

set -- as in the syndrome of nutrition, sanitation and education; so that once
 

more organization is difficult to initiate and sustain. Most of these organizational 

problems are more severe for social projects than for economic projects, which can 

often be broken down into feasible units, and in which equipment can often be 

substituted for people if the individuals prove refractory; Ahereas social projects* 

are by definition matters of the behavior of people. 

Accordingly, the planner must take as one cricerion for social outlays 

the prospects and cost-s of organizing the pa si involved, supervising their 

performance, and coordinating it with other related activities. 

To be sure, a planner may choose tc deal with tfe problems of human 

behavior by settni.n up training poograms, new institutions cau:paigns to inculcate 

different values. _n AID, the Brazil ission for example, gives much cmphnsvs 

to such procedures. In the social realm, this procedure is expersive and slow; 

and may oblige a foreign-aid agency to usc up much of :ILts funds in importir;g 

to g e ;a.foreign personnel ppush : c'h:ve noz ,,k-o i'ca t:v,: 

By the sae tOv n. ant ' . .- r a.. uV ;' 'O ' , th,- .. .. uj1 



official 	tend to develop a predilection for the "-ell-prepared pvoj~ct" 

like the play" the theatre -- cober:.nt, e:asl 1
which -- "well-made in is 

In AID, ihis tendency seems to -jY)7,-ar
understood, and readily adminis'uered. 

technical assistance
strongly 	 in the loan operations than in themuch more 

to African countries 
activities; and is most noticeable in a number of loans 


for small 	water projects, sewerage in some cities, 
small elementary and
 

secondary 	schools, and campaigns for malaria eradication; but may also be
 

for five 	water pr-ojects as 
found in the loans to Pakistan, for instance, 


in the Latin American area,

well as for the malaria eradication campaign; and 

to promote Building and Loan Societieseffortan example may be the current 

seem to be feasible although their contribution to general economic
which 


dcbata.bIe.
the comfort of a small middle class) is
development (and not just 

a project 	being presented
To be sure,there can be no objection to 


if the appeal
in a clearly articulated schec,e. The objection arises ratlher 

of such schemes to the harried planner so that he-neglects other, very 
important
 

which schemes are 
considerations: reliability of the current prices in such 

given arposal with alternatives, relation 
usually presented, compa'Cisoa of the 


to wider trends, plan%;5 and scarcities, danger of adverse

of the proposal 

.:. hleard ...... many disapprovals
effects emering indirectly. Conve:Sy:, 


were in .a analys:'s on adinistrative

of loan proposals in A.i.D. based tCX .
 

lack of ceuuc::y part:icipation or self­
considerations, along with evident 


and we he0re danger thuac soU u:;cful steps toaard economic

help; se(e a :y 


because were 
 no:development might be turned downi, they so readily planned out 

as some less important but facile scnemes. 

/ 

http:cober:.nt


-61-

AJPENDIX I 

Social Services, Welfare and Growth in Japan,1868-1910 

In-=man 6i tfdicu- -dv~Iopaenta policy7 tie re'cord-of -Japaa 

during the course of its modernization is often cited for :i.ts alleged lessons 

in regard to developing countries today. For Japan presents one of the few 

apparent success-stories of modernization in fairly recent times, under internal 0 

conditions of population pressure, peasant agriculture, traditional social 

system, and other factors deemed adverse to modernization, and also widespread 

todaywhile the external setting of Japan a century ago was already that of 

a late-comer in the world's industrialization. 

The actual record of Japan is, however, in considerable dispute: the
 

scriptures here.are obscure and imperfect, and so are cited rather indiscriminately
 

by both the angels and the devils. Furthermore, it is not only the answers
 

but the questions themselves which are questionable: for we are.less concerned
 

with the present welfare of the Japanese people, or their progress since 1920
 

(when the reliabl& statistics begin), than we are concerned with their early
 

progress after the Meiji Restoration of 1868 and'their experiences during those
 

decades up to 1900 or 1914 when they attained a kind of "take-off" of modern­

ization. Accordingly we set forth here some of the notable traits of Japan's
 

outlays and,accomplishments in social services during the early decades of her
 

transformatiof into a dynamic modern economy. 

We may begin with the strong indications of slow progress in popular iwelfare
 

up to a rather late stage in Japan's evolution. Most observers of Japanese
 

life even 4tn the 1930's were agreed as to "the meager livelihood of the masses
 

of people"-and"the dire poverty of millions of tenant farmers and unskilled
 

workers", and would concur in the statements that the "plane of living remained
 

for below the minimum requirements of health, comfort and security, even by
 
o

i . ? . . , . ­. ..; -_ . . ., , 
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Japanese standards",and that "standards of sanitation, education and housing
 

still needlessly._low,._in ._the
Owere city as,-in -the country' . Distinct,. gains 

hdbee~i made in disease control, longevity, and nearly universal ifteracy;,
 

smaller gains had been achieved in diet, clothing and amupements; housinng had
 

made little progress in the countryside, and perhaps retrogressed in the urban 
 . 

slums, although electric lighting and power were becoming widespread in the late
 

1930's. Overall, six decades of economic advance had not carried the Japanese
 

commonly
people very far above the levls 'ofsubsistence at which they are/believed to
 

have begun their modernization. All the less,.th'eiefore,'must have been their.,
 

progress inwelfare during the first few decades when the ecbnomic'pace was slow
 

and the constraints,of poverty were very 'severe. 
 • ' ' -

Turning therefore to a more direct examination of the decades of the' 187019,', 

-80's, and -90',s,* we may look first at the 
course of education in Japan.* It
 

appears that Japan already possessed in 1868, on the'eve of its modernization, 

a substantial stock of education.' This was in'the form of seVerai'millions of 

persons (in a total population of about 30 million) who had received some kind 

of formal instruction, ranging from the rudiments of literacy in the Japanese 

language through elements of mathematics and science (obtained via'rangaku, or
 

"Dutch studies!', even under the isolationist p9licy of the Tokugawa period), 
and
 

up to sophisticated literary and philosophical,studies'fora few. 
As regards
 

the then-current flow of education 
 from which the stock was derived by het 

accumulation -- it mY be estimated that. about, one-third of Japanese males of 

elementary-school age were actually enrolled in such schools, but perhaps-no 

j/These citations are fron. the substantial and virtually standard. work onJapan's evolution by William W. Lockwood, The Economic Development of Japan,
(1954) pp. 139-140 and 148-149. On the lag of consumption in promoting Japanese
capital formation, see E.P. Reubens, "Foreign Capital and Domestic Development
in Japan" in Economic Growth (ed. by Kuznets, Moore and Spengler, 1955). 

4.-' 
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more than one-seventh of the females.2/ Furthermore, in Japan in those days 

ais in 1essdel6p~edlandstoday -enr0'1neflt-is-far above-actual daily~atna~ 

whether because of lack of pupil interest, lack of evidence 'on benefits of 

education, heavy school fees (primary education was made compulsory in 1872 in, 

, Japan, but was not .ade free of tuition charges in most -localities until 1898), 

or use of the children 'for farm work. 3/ After three decades of effort to build . 

the school system, the record in 1901 -- when the data were much more reliable 

than in 1868 -- shows that only about two-thirds of the whole population of school­

going age was actually enrolled (nearly 5 million children enrolled out of 7.5,.
 

million in that age-bracket), although no doubt the proportions were much higher
 

for males than for females; while the rate of daily attendance was given as
 

85.5 per cent, but probably was in actuality much lower. 4/ This is to'say that
 

during most of the three decades from 1872 to 1901, the coverage of schooling
 

was far from universal, and even for males was probably not niYch above two-thirds
 

of the age-bracket until the turn of the century.
 

by
 
2/ These proportions are derived from data giverv'Ohkawa and Rosovsky, "A Century
 

of Japanese Economic Growth", in W. W. Lockwood, ed., The State'and Economic
 
Enternrise in Japan (1965), p. 59.' Their data indicate that some 1.1 million
 

- pupils of both sexes were attending elementary schools; and they declare that 
this number represents 50 per cent of the males and 15 per cent of the females.
 
However, these percentages are inconsistent with the demographic data, which.
 

indicate approximately 2.6 million persons of each sex in this age group around
 
1868. .Assuming that 15 per cent is indeed-,correct for the females, we come to
 

* 	 abouL one-third enrollment for the males. Our estimate is in general agreement
 
with enrollment percentages for 1873, given inikeischauer-Fairbank et.al., East
 
Asia: The Modern Transformation (1965) p. 523."
 

3/ Cf. David S. Landes, "Japan and Europe: Contrasts in Industrialization", in
 

Lockwood, ed.. op. cit., p. 108: each school district "was required to establish
 
at least one primary school. In spite of considerable prodding, it took decades
 
to approximate this minimal standard . . . the rural areas were slow in sending 

* their children to school". Likewise, Oshima (ibid. p.378), speaks of "widespread 
resistance to compulsory education" during that period. 

Dept. and Commerce "Tr _nnjiLinyj 
iii:.the Twentieth Century (1904), pp. 743-751.The Re1 scbnoer-Fairbank volume, cit msu., 

, i ,g¢MFlmnro nt for boys and 70%,for girls,as of 1900. 

I4/ Data, from Japan, of Agriculture 	 Jpan the l 0! 



Governmental expenditures on eercation were also mode3t, as Shown ia the 

following tabulation: 5/ 

Educational Expenditures of Central &Local 

Governments, in Japan 
1873-77 (av.) 1880 1890 -1910 1920 

Percentage of.
 
Total Govt.
 
Expenditures 3.9 7.5 8.3 9.9 10.9 9.6
 

Percentage of
 
G.N.P. 	 - 0.75 1.25 2.0' 2.7 -

Note: 	 Until 1900 the private sector bore most 'f the costs of education; the­
governments took over the main burden beginning in iG93.
 

Thesel figires are well below the educational outlays shown in poor,
 

developing countries today. As a share of total governmental expenditures,
 

there are very few percentages below 9 per cent today, and some are at 20 per
 

cent or more, with most centering around 13-14%. The share of G.N.P. allocated
 

to education today runs close to 4 per cent in many developing countries (as
 

well as in several of the richer industrial nations). 6/
 

This record raises the important question of rational allocation policy
 

for education in a poor country such as Japan was in the MeiJi period. Since it
 

appears that the government in that period up till 1898 could not shoulder the
 

whole burden of elementary education, but rather imposdd it upon the populace
 

by mandating universal primary education without providing it, one may inquirg
 

whether the policy was not indeed excessive.
 

5/ Calculated from figures on total governmental expenditures as percentage of
 
G.N.P., and figures on educational outlays as percentage of the governmental
 
expenditures, according to data given by Oshima, "Meiji Fiscal Policy", in
 
Lockwood, op. cit., p.366 and p. 370.
 

6/ According to tabulations for years at or close to 1958, (.nUnited Nations,
 
REport o n the World Social Situation, 1961, p. 71, reproduced below as Appendix 
I ) , the central governments of the less-developed countries comonly spent
about 2,.5 per cent of their G.N.P. for, educational purposes, although a few 
spent as little as 1./02% and several spent .3,7% or more; addition. of local 
governmental outlays, together with the stepped-up educa(t:onail efforts of the­
1960's, would bring the Percentages close to 4 per cant tt lckat,, 

C 



The strain on governmental finance has already been suggested. The strain
 

indicated by the estimate that 'netdomestic
 

'capital formation (material forms only) as a percentage ofnet domestic product
 

during the period in question was only about 8 per cent a yea-: 7/. Tho waste
 

of much of the educational effort is indicated by the persistence of traditional
 

ways of life, the predominance of agriculture as an occupation, and the spread
 

of agricultural innovations not so much by written documents and mass literacy
 

as by personal exhortation and visible example provided by a few pioneers to
 

the mass of peasants. 8/ As Oshima puts the question: 9/
 

* ,. : 


* 


"Was there a need to force peasant,3 to pay for 
so much of the education of their children? . 

A large majority of them were hardly in a position 
to make use of the learning in their own life-

. !!
[ 

time, not even to read the newspapers (which 
they could not afford). As a result the aquired 
knowledge commonly tended to atrophy... it might 
have been more prudent in the eiji period to 
initiate a system of selective compulsory education 
almost entirely paid for by the state...This would 
have enabled the peasantsto shift the funds used 
for educating their children to meet farming needs, 
while the number educated would have been adequate 
for the needs of modernization". 

It would appear from the foregoing analysis that Japan ii the Meiji era
 

of early modernization did indeed make a considerable effort for universal primary
 

education, although less than comparable poor nations are attempting today; and
 

7/ Henry Rosovsky, Capital Formation in Jaa' (1961), p. 9.
 

8/ See S. Sawada, "Innovation in Japanese Agriculture, 1880-1935" in Lockwood, 
ed., o . cit., p. 340. On the other hand, Johnston insists that general edu­
cation of peasants "served to enhance their receptiveness to innovations" 
(B.F. Johnston, Agriculture and Economic Development: 'the-Relevance of the
 
Japanese Experience (Stanford Food Research Institute Studies, 1967), p. 263.*
 

9/ Op. cit., p. 379.
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that the Japanese government did not quite succeed in attaining its goals
 

before the turn of thle t-wentieth century; and that evern the Siceg s.inr 

may well h, ve been excessive for the real eeds c" tha ecn;:ny a. w'.,11 a 

for the cultural needs of the society. 

/-;1 
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A parallel history is observed in health services and demographic
 

results. However, the facts are difficult to demonstrate, as the official
 

*6 -statistics are unacceptable for the early decades of interest to us here:
 

the reported birth rates and death rates both seem to show a rising trend
 

from the beginning (around 1875) until 1893 for the death rates and unt1il
 

1920 for the birth rates. If these rising trends were correct, they would
 

suggest a decline in popular welfare right through the first few decades
 

when production was rising strongly; in fact, a rising death rate during
 

such decades would suggest that health services were of negative effect!
 

It is of course more reasonable to suppose (as Taeuber, Note:tein, Beal
 

and others have done) that improvement in the reporting of deaths and births
 

'(the latter-lagging behind the former)+is responsible for the statistical )
 

artifact observed here. .
 

As the count of population is more reliable and correctible than the
 

birth rates and death rates, we turn to the:.rates of natural increase.
 

Corrected figures for the period from 1873 to 1893 show the annual increase per
 

thousand of: the existing population to have been between 6.9 and 7.5; then
 

rising to 9.7 during 1894-98 and l1.7-during 1899-03; and remaining at
 

approximately the latter level until the mid-1920's wheLwit rose to about
 

14 per thousand'101. The figures for 1873-93 are l6w in comparison with
 

statistics, for Western and Northern Europe,,,whether in the same period or 

over a.longer period from 1841 to 1920, the;European figures being mostly 

between 7.8 and 9.9 11/. To put the same point another way, in a comparison 

between the Japanese trends and the English trends from 1872 (1871) to 1912
 

(1911), there was an increase of 43 per cent for the Japanese and bigger
 

10/ 	 E.B. Schumpter, The Ind ustrial zation of Japan and Manchukuo (1940) .I 
Table 3, p. 74. . 

!+ : ! " . ' + " ++ , . • . . + : .	 j . , , ' : + + : : + + I I11/ 	 Schurripeter, ibid.,
_____-______________. 	 Table 2, p.i73..
_......_..._________...._____________________"_______
..	 C+t Ct , pa:i: + 



r
increase of 60 pe cent for the Engl!L"h. 

After 1920 of course the Japa-eise rate o1 naturaii. . r.o;..;- s. 

while the European rate declined. Wat is more significant is "' - : 

during the '°ari'; 0'c:i~Japanese rate, which was so low 

in -,32 	- in extree c': '. t 
never rose above 15.2 per thousanad at itL /2 . ;r 

here figufrs of 
with prevailing rates for less developed countries today, 


even 4C 	 is 
25 per thousand are commonplace, and 30 or 35 are frequent, and 

not unknown. Such population explosions, under circumstances of less 

was true of Japan, reveal how welfarae measures today
economic e:.-,ansion than 

iodel.
have carried nations demographically far b161yond the Japanese 

If we turn now to the expenditures on healthn servic&s, we find that 

follows: 12/Japan made very small outlays on t sactor, as 

Health Expenditures of Central and Local 
SOver.:u=:fltS ___.______.. ____.-. 

'0 


Percentage of
 
Total Covt.
 

1.880 2.9 iVnz 1910
 

1.4 0.4.
Expenditures 1.1 0.6 


Per-centage of
 
0.1 	 0.09 0.28 0.1 

hea--th programs stand out in comnar:isc.,n
The a...t "Z'; evr2.z of the 


as saown. in the table

with those of zt'.E currety leso ve~coeJ natious 

11 : :-o - on t o dayjz(3i.o i a ........ .,-h,i n App end i x nau-c 


.u. -LI",&I a
 
measurles; M0o.,3t T.eg';--Y&] coun, rl 

osf i .....e ,7.,........ . today
zcouto
h1.ii:rsn;
about 8 


spend !I or 12 o:-as 1:........
iaLe 	 6 C... ')o.ely nt na:Ion 

-

cokay i-ould accept the early J...... ev...o:"a.th ,nnt..
in tha world 


s 	 . " "" z e na"icrnan h ,--ouar,,.Lnt 

sca. in this regard.the jaannctS 

7.2/ 17'n c - -. 



The pattern of governmental expenditures for social purposes in a
 

wide range of countries toward the end of the 1950's is shown in the acorpanin 

table prepared in the United Nations. The TL'-ures in the fi1st c ohreeal 

icx'::: . '.ontry; therepresent percentages of all governmental' e:. .. 


other columns represent percentages of Gross National Product.
 

The countries are grouped according to levels of national income per 

capita, Group 1 being the lowest and Group 5 the highest. The coverage and 

oxiissions of social and economic items are specified in the footnotes to the 

table. Particular attention is drawn to the fact that for many countries th
 

figures, as given in italics, represent expenditures of central governments caly; 

these are known to amount to less than 85 per cent of all social expendi.tures 

by all levels of g'overnment in many of these countries (as showrn by addition of 

parentheses around italic nu-bers), especially in Groups 2,3 and 4. 

In viei of these qualifications, some adjustmants mur;t be *,.ade i-or a mXurber 

of countricz .~2fre the fisures nin the tab.e -way be interp'reted in absolute 

cn." countries.,-a.:nz among 
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&~Table3. Lsrtm~A-rcD oovi.NMr.N- IX rN TUnES Fon SOCIAL PU)1nOSMaI,vov o COUNTMUISV4 DIPNflET T1 PIT Z;k, 

Perlen~noe7o/ 0011I'rMeI N7 -iw tntri,
expenditures overnment ep............... of pr n C i
 

-
 " .. ' [
n l r s'!. .. . . . . . . . .
 

I I PealsUtrrxSoI I. Io 

,,1. '7.6t 10.01f'1 .9 7 2 60 133 7B lgian Comoc ............... "J" 


+.62-. .Br a c,h. ................... 7. 2, ~
 
0.6 2<£.3, 6I '.3•Ln l: ...................... 9.0 4.0 1.1.5 f1215.8.1 1.4
c a ...................
 

Taneanyk0a .............. 29.6 8.7 80. L 1.0 Z7 2.4 4.0
 

ugaind-ab ............ 37.9. .0.2 37.2. 22.4 4.0 2.3 8.3 5.
 
Repubulic of Viet-Namn (195 9)b I .j d.7 16.2 24.3 2.2 0.7 2.3 
 :1 

Group 2 

Z. 27.....Ceylon .......... 23.3..33.3 .. 2. 3.7 .2 , 8.0
 
.
Colombjia (1057) ..... .. (5.6)1 (3.6) (11.0) (9.4) (0.5)" (0.3) (1.) (,19)
 

Ecuador ..................... (i.. k (3.7) (22.3) (10.0) (1-4)" (0.4) (2.3)
 
Phina (1050/6) ........... IV.9 I. 6.2 .28.4 27.7 2.1 .2 10 6.7
 

Honduras (105455) ............ 12.0 8.6 26.65 9.1 2.2 0.8 2.4 3.3
 
.8RcPublc of Korca (l060)b .~ 1.16.2)- 20 (~2 (23.0) (J. 7) (0.2) (61 

Peru (1957). ................. 12.0, 3.5 n 23.30 18.6 2.4 0.60 4.30
 

Phl ippInes ................... (2.8) (6.7) (33.2) (10.1) PS) (.) (3.) (6)
 

Thailand (I GO) I 27.8 3..........0..... 2M 1.8. 2. 0.5 . ..
 

Group 3 

. e4hilc ("I56) ... ............. 29.5 20.3 42.3 13.?1 2.7 25.7 2.6 


Costa R .ica.......... 24.21 2.7 41.4 22.7 3.1 0.3,, 6.3
 
El Satvacdor(........... 14.2 28.2,
 

3.5Fcdcration of GraabP........ 7.4 27.2 20.1 '3.5 1.5 5.5 


Japan ..... ......... (I. )q (2.2) (30.0) (25 3)"q (0.5) (6.Z) (Y.2)
 

2 !d.... ...................... (22.2) (4.4) (19.3) (20.1) (1. 1) (0. (I() d .
 

thcrtu.n.!(157)........... 6.2 23.9 14.2 2.j 0.9 3.9
 
. 14.3 45.5 ......... 


Grouip 4 

, .(10.5)1 (3.4) (23.0) (2.5) (0.1)z +t (d"" 


43lluMo . . . . . . . . . . . . . . . . . . . . . 4 . 3. 2.01 3.0
 
A%itria r.................... (0.) (0.3) 


...................... . ) .6) (26.6) (3.8) (1.) . 
"Re~public of Germniy.1 0., 1.3 211.24 2.3 k 0.3 11.7 3.8.47.9 

5.6 32.3 39.5 3.9gU. 2.2 :124~- 1.13racl (1954!5.5) ................ 10.0 u 

V I ..... ,,,.. .... 3) .6 .2) (2.0)..- ,
... ,.. . ( (( 


..... rl.La" ... . ...... p(. 26) (21.2) (d. Z)(
 

\Cnezucla (105356) ............ : . 6.3 16.9 L 2.2 2.
 

19/ ............. 7.2 7.6 -11.3 27.0 2.0 2.1 21.3 7.2
 
3 8.4(3nada 5 ................. 5.0 32.7 2. r
5Gn) 10.7 25.6 


U4Rac t2................... . 0'0 .8
 

£+7 ................. 19.2 6.2 41.0 .. 34.5 3. 1.1.1
 
Noray (10 i 5 6) v ............ 12 7 ' 45 34.6.. 25.2 .,, k 1.1 8.7 68
 
Ne 11=c:hTd 

2.72z 15.10Swcdeiiw .......... 12.0 n 7.71 42.4 0 35.5 4.G 

~l1 United Kingdom Y ........ 1322 10.4 .48.1 31.11 4.11 3.2 115.161
 

914 4.2:
United Shtts of America .... 12.4 3.5 - 30.9 30.4 3.8 111 

*14~ ' oin.. 12.8 5. 1 30.9 21.2 2.7 1.1 4, 

7 fi + Sc!-- Is ,'.I t: 16-IL.? . ,Nations:ePr on the 0orI(So ce United 4 .; 7- 7' 0 
P'; 

1 
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No'vu. Figures in Italics represent , , ,e Of,)tht cetr.d 
aott nd lon:to ,thcr 1e'Cls ofGovei-nocnt only, inclusive of gr; 
iHthe central ;oeni'ettt'5govcmtiiett; parentieses are added 

total ex eit ures for all purposes, -0 calculated, ar e C:,til t'd to 
represent 'esV th-ta 85 per cent or lic cxwlnditrt; o' all lcvelS: o. 
governiat com.ied. Othcr fgurcs rc' ep n, governent expl-

ditures as a whole, i.e., all levels cunsolidated. 

i.e, final accouits, ,- 1053 o-.l 
a 	Actual cxpenditurs, 

year parlty in 1958, except where oLherwlisc indicated. 
for T"argay:a anrdb Grows dominctic product at :darket pri -s 

hail:nd; net do'ie.tc prduct at factor IVA andr 
Uganda. In the folwQnass Lim GNP (ow GD) c.ta Le R 

0 .11oc.,riicr year thain the lbrdget dia, wto 	 1t/I 
cens 	.ahgh.'y. Ni-,zria , lh " Of Vict-Nan, ltd);I',/57; 01c 

i(upublic of -,orea, 1i59; Tiailand, 1939; Fderation o! Malaya, 

but xith Som : t n it detail from 
c Includes - iii'gencral, 

country Lo countrv -- cxpc:tdtnres for itL stl as. :i 5e-
vices in A 'Wanrmul fo Econornic and Functional Cl.ssif,olion cjf 
Govcrritlna Trart.aclions, i.e., education; 1.0h; :ecti securi,, 
znd sycl services " (icluding war ,eicra benefits, chil ar;d

" 
mottir care and Vaous other wefate W,,titutMus); and other 
aerIal services ' (iciuiding housing, recreation, reli"ion. etc.). 

Labour frecuently' n;,pecs as at; item, often with wel. 

fare or Social welfare. 

d includes -- n generol, but Wth conitertI v.ariat&or in 

detail froM coW,%' to cnurLtry tie ecott srvices iteimni 
isted in thlt t i..,,;:riculturca[d nt-;h::ral rc:;,urces; 

fuel and power; other nist.tai resourus, ri,nufactn;ig. :tid cot-
strucio ta; /, o anid coit"nttlnicttion(iitilt. ng, as 

.'1c1 ;-.1c(!sstott"all rasu :":;.Ce i:t recent 

fre(i:ctit!y .t .r' it i; and etiar ceotiu: n e'. - i 


-conlag reparch, ctm e, e". e d tn, a'ar 

in cc-tain casCs s a ran cco6;t1fac; par'. 


IPartly budget estimates. Ih the ceac o! S:lik.. Congo, an 
Un nWMt an/stat o0 debt oaicciiizatton is iniiuet i We Gouea-
mcnL toto.te 

cx1 tcnnttir !)yXchude;,minor amounts of social Lervice 

boards and corporations e.Z., pensio:, paymeints 


; Includes 	 Union and tate goveranment bud.cta (1057i53 

TO T LBLL7 

in t '. ** .. 
,, * ... r "'.-

a 
citi l::p:$,at.' Study 1h'Z a - ' 

O: e i-vC"C't f'or SUCia ,t'rc.. ;N'-.ol-l2,.d : 

MautRd. Go'/Ct 
 . At. ' OI'In. p\tiri :r " :......' ..
 

,zOltc.ntaonal C0!';::fiauoru o/ Central u. .:',,
 
Bw.'ge1:.
dg&- -- , a study to ;c. rcleas, o o h .. t.,
 
oL A')llcd E'a uno I .aehl, iw idh:, hs t
 

on unoillcil data.
 

Based on educatiout expenditure eslanate !rani UT.i t1C.,
 

* Edt u a ad c.'durc. 
L 	 .ductn, cutur ;: rc .
 

o, 


'a Education and restaicie.
 
n E:cuditurcs for ;oodz and services only.
 

Includes estiniatcd uisfr. 

Partly t itn:tcd, with unir.cipal cxperditures and local ed u­
cation expenditures ta included. 

9 Ceatrd Goverrntent expewdtture 1ur edwc-tn herc co;;isi­
tut ,s nere oof-tird hr ollslig mely tit t t::e tnot:, l've, C4 
governmaL coined, c', ' W NISCLI data Out LAW 6). 

BOrted an 	 xpCI(iturIc ecludior transfers of .lhaed t;t(i s toW 

regional and loea, authorih:s. 
Not I)Au .. exC Vt intCiOf In uroice ­

ditures (sickute.s und materiltity ic ;;o ) ot;tstie 0!i 

d, ficit govfrntt'tt cic:; of "cr.hilyc," Oat.rpri-es, rail­
roaWd, arisin frot oxtt aordi:tocy iesi liabilitie , acccrti" 
or narly torc-tetths of the "ottal. 

u 	Educatlet, reiig.o, aid e:cearch. 
Cvunet t rs on a ,ct bit, ne ded.lo C" 

ct n.d othe, Catles for gaoods alit' service-., 

R,.oauh e linates of undtplietted centra-local totals.. 

Gae- nly. 

Y "otals icliud, debt intercst but includl net lcardingto PA 

corpozt,;icons. 

X Educatlcn ald child care, hcludlng tchool etc.esa, 
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