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A.I .D.  DISCUSSION PAPERS 

A . I . D .  Discussion Papers a r e  c i r c u l a t e d  f o r  
in format iona l  purposes. These papers  a r e  intended 
t o  s e rve  s e v e r a l  func t ions :  t o  improve knowledge 
of a n a l y t i c a l  s t u d i e s ,  research  r e s u l t s  and 
a s s i s t a n c e  p o l i c i e s  among Agency personnel ;  t o  
encourage t h e  c a r e f u l  record ing  and a n a l y s i s  of 
Agency experience and problems by persons 
c u r r e n t l y  engaged i n  them; and t o  s h a r e  such 
experience and i d e a s  wi th  i n t e r e s t e d  persons 
o u t s i d e  t h e  Agency. These papers a r e  designed t o  
s t i m u l a t e  and se rve  a s  background f o r  d i scuss ion .  
They r ep resen t  t h e  views.of t h e  au tho r s  and a r e  
no t  intended 3s s ta tements  o f  Agency pol icy .  
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I n t r o d u c t i o n  

I n  t h e  p a s t  t h r e e  decades,  pe rcep t ions  of development o b j e c t i v e s  

have been i n c r e a s i n g l y  . re f ined .  Ear ly  views of development included 

an  under ly ing  concern f o r  improving t h e  s i t u a t i o n  of t h e  poor i n  

developing c o u n t r i e s ,  bu t  focused l a r g e l y  on ach iev ing  more proximate 

o b j e c t i v e s  such a s  high r a t e s  of growth i n  GNP, t h a t  e v e n t u a l l y  

were t o  e n t a i l  b roadly  based i n c r e a s e s  i n  s t anda rds  of l i v i n g .  How- 

eve r ,  t h e  l i n k s  between h ighe r  r a t e s  of GNP growth and widespread 

improvements i n  well-being.have proved t o  be more tenuous and e l u s i v e  

than  expected,  so  t h a t  concern wi th  t h e s e  l i n k a g e s  has  s t e a d i l y  

mounted. The b a s i c  human needs (BHN) approach b r i n g s  t h i s  concern t o  

t h e  f o r e f r o n t  by d i r e c t l y  focus ing  on pattern.$ of growth and develop- 

ment i n  terms of t h e i r  o o n t r i b u t i o n  t o  meeting b a s i c  needs on a  

s u s t a i n a b l e  b a s i s .  

The b a s i c  human needs approach was f i r s t  pu t  f o r t h  i n  an  i n t e r -  

n a t i o n a l  forum by the  I n t e r n a t i o n a l  Labour Of f i ce  (ILO) a t  i t s  1976 

World Employment Conference, and was subsequent ly e l a b o r a t e d  by o t h e r s  
11 - 

a t  t h e  World Bank, t h e  .OECD and w i t h i n  A . I . D .  These v a r i o u s  

p r e s e n t a t i o n s  of t h e  b a s l c  needs approach have spawned a  number of 

c r i t i c a l  responses.  

One r e a c t i o n  has  been t h a t  t h e  BHN approach i s  no th ing  new -- 

t h a t  development e f f o r t s  have been concen t r a t ing  on employment, income 

d i s t r i b u t i o n ,  r u r a l  development, e t c .  f o r  some time, s o  t h a t  t h e  b a s i c  

11 - 
See I n t e r n a t i o n a l  Labour O f f i c e  (1976), S t r e e t e n  ( l977) ,  Burki 
and Voorhoeve (19 77). , Development Ass i s t ance  Commit t e e  (19 77) , 
Crosswell  (1977), Agency f o r  I n t e r n a t i o n a l  Development (1978). 



needs approach is  simply a  d i f f e r e n t  l a b e l  a t t ached  t o  t h e  same product.  

A second r eac t ion  i s  t h a t  t he  BHN approach is l i t t l e  more than a  s logan  

t h a t  expresses a  worthy i n t e n t i o n  but  o f f e r s  no concre te  po l i cy  

guidance. Accordingly, i t  may be of some use  i n  genera t ing  p o l i t i c a l  

support  but  not  i n  formulat ing development plans.  A t h i r d  r e a c t i o n  

acknowledges t h a t  t h e  bas i c  needs approach has content ,  bu t  views 

p o l i c i e s  f o r  meeting b a s i c  needs a s  in imica l  t o  growth. A t  t he  

extreme, t h e  view is t h a t  one d o l l a r  spent  on meeting b a s i c  needs is 

one d o l l a r  l e s s  f o r  product ive investment and growth so  t h a t  t h e  two 

o b j e c t i v e s  a r e  i n  p r a c t i c e  dichotomous. A c o r o l l a r y  of t h i s  i s  t h e  

r e a c t i o n  t h a t  bas i c  needs i s  a n c i l l a r y  t o  t h e  o v e r a l l  business  of 

development. Fourth, among the  more p o l i t i c a l  r e a c t i o n s ,  b a s i c  needs 

i s  perceived by some a s  an  improper focus f o r  a  coopera t ive  ( i . e .  donor/ 

r e c i p i e n t )  development e f f o r t .  Ins tead  it  i s  a mat te r  of p r i o r i t i e s  

i n t e r n a l  t o  developing coun t r i e s .  

This paper d i r e c t l y  confronts  t h e  f i r s t  t h r e e  of t hese  r e a c t i o n s ,  

and thereby o f f e r s  some inpu t  f o r  cons ide ra t ion  of t h e  four th .  Accord- 

i n g  t o  the  i n t e r p r e t a t i o n  s e t  out  i n  t h i s  paper,  t h e  BHN approach 

proceeds from t h e  assumption t h a t  the  u l t ima te  o b j e c t i v e  of development 

s t r a t e g i e s  i s  t o  achieve s u s t a i n a b l e  improvements i n  t h e  ma te r i a l  w e l l -  

being of i nd iv idua l s ,  and e s t a b l i s h e s  e x p l i c i t  l i n k s  between t h i s  

u l t ima te  (but vague) o b j e c t i v e  and more proximate concre te  ob jec t ives  

t h a t  have more d i r e c t  po l i cy  impl ica t ions .  It thus  r ep resen t s  a  

s t e p  forward i n  providing a  coherent framework t h a t  can accommodate 



the increasingly refined sets of development objectives that have 

evolved over the past thirty years, and can systematically relate 

these objectives to various types of policies. The first section of 

the paper sets out this framework, and thereby highlights what is 

new in the basic needs approach -- that it provides a better framework 

for development planning and policy. 

The second section of the paper explores in a general way the 

policies that might be suitable in one setting or another for meeting 

basic needs. This section does not purport to represent an original 

discussion of new policy instruments -- indeed, it should be 
emphasized that policies for meeting basic needs are on the whole 

quite familiar, and that the problems surrounding implementation of 

such policies have not vanished. Instead, this section seeks to 

demonstrate that the framework developed earlier is in fact a valuable 

tool for planning and organizing development policy in a coherent, 

internally consistent fashion. 

These first two sections of the paper refer to GNP growth in 

terms of its contribution to meeting basic needs on a sustainable 

basis, and stress the importance of the pattern of growth -- in 

terms of the composition of increases in output and employment and 

the distribution of increases in income -- that underlies the 

aggregate rate of growth. However, given the widespread concern with 

GNP growth per - se, it is important to explore the implications of a 

basic needs approach for growth rates of GNP (rather than vice versa). 



Accordingly, t h e  t h i r d  s e c t i o n  of t h e  paper looks a t  t h e  channels 

through which BHN p o l i c i e s  would a f f e c t  growth r a t e s  of GNP and 

examines arguments about whether these  e f f e c t s  might be p o s i t i v e o r  

negat ive.  

I. A Framework f o r  Analysis 

The framework described i n  t h i s  s e c t i o n  of t h e  paper a t tempts  t o  

o rde r  t h e  elements of a  BHN s t r a t e g y  i n  such a  way a s  t o  f a c i l i t a t e  

planning and organiza t ion  of t h e  genera l  p o l i c i e s  e n t a i l e d  by a  BHN 

approach, and a n a l y s i s  of t h e  r e l a t i o n s h i p  between BHN and growth. 

The key f e a t u r e  of t h e  framework is  t h a t  i t  a t tempts  t o  order  ends 

and means by e s t a b l i s h i n g  an e x p l i c i t  h ie rarchy of o b j e c t i v e s ,  from 

u l t i m a t e  ob jec t ives  t h a t  have only vague po l i cy  impl i ca t ions  t o  more 

immediate ob jec t ives  t h a t  have q u i t e  d i r e c t  imp l i ca t ions  f o r  pol icy .  

Ult imately,  BHN ob jec t ives  comprise t h e  cu r ren t  and f u t u r e  w e l l -  

being of indiv iduals .  There a r e  many f a c t o r s ,  t a n g i b l e  and i n t a n g i b l e ,  

t h a t  determine well-being. The more concre te  o b j e c t i v e  of t h e  BHN 

approach i s  t o  enable  ind iv idua l s  t o  a t t a i n  on a  s u s t a i n a b l e  b a s i s  a  

minimum standard of l i v i n g  def ined  i n  m a t e r i a l  terms, which i s  a 

more o r  l e s s  necessary condi t ion  (though no t  s u f f i c i e n t )  f o r  a t t a i n i n g  

acceptable  l e v e l s  of well-being. This  is,  a  BHN s t r a t e g y  focuses on 

the  t ang ib le  n e c e s s i t i e s  of l i f e  -- food, water ,  c lo th ing ,  s h e l t e r ,  

h e a l t h ,  educat ion,  e t c .  -- without which a  person has l i t t l e  o r  no 
2 I - 

chance t o  lead  a  f u l f i l l i n g  exis tence .  The l e s s  t a n g i b l e  needs -- 

a sense  of autonomy, s e l f - r e a l i z a t i o n ,  e t c .  -- a r e  considerably 

more d i f f i c u l t  t o  de f ine ,  analyze and s a t i s f y .  They a r e  f o r  t h e  

21 These broad ca t egor i e s  a r e  common t o  most d i scuss ions  of b a s i c  
needs, bu t  do not exhaust t h e  p o s s i b i l i t i e s .  Fur ther ,  spec i f i ca -  
t i o n  and q u a n t i f i c a t i o n  wi th in  these  ca t egor i e s  would vary from 
group t o  group and over time. 



most p a r t  beyond t h e  scope of t h i s  paper ,  except  f o r  t h e  cavea t  t h a t  

p o l i c i e s  providing f o r  m a t e r i a l  o b j e c t i v e s  of a  BHN s t r a t e g y  should 

be  suppor t ive  of t h e  more i n t a n g i b l e  goa ls .  This  provides  one of 

s e v e r a l  good j u s t i f i c a t i o n s  f o r  s t r e s s i n g  t h e  importance of 

p a r t i c i p a t i o n  of  t h e  poor -- t hose  who cannot s a t i s f y  t h e i r  b a s i c  

needs -- i n  dec i s ions  concerning t h e  des ign  and implementation of 

p o l i c i e s  t h a t  enhance t h e i r  c apac i ty  t o  m e e t  t h e s e  needs. 

Of course,  development s t r a t e g i e s  must provide f o r  i nc reases  i n  

o v e r a l l  GNP, inc lud ing  p o l i c i e s  and programs t h a t  have a  p o s i t i v e  

impact on l i v i n g  s t anda rds  of those  a l r eady  a b l e  t o  s a t i s f y  t h e i r  

b a s i c  needs. The BHN approach per - s e  does no t  purpor t  t o  cover  

a l l  a s p e c t s  of development planning.  However, i t  does provide a  

s u i t a b l e  b a s i s  f o r  a  planning framework i n  s i t u a t i o n s  where a  

h igh  p r i o r i t y  is  placed on ach iev ing  a  p a t t e r n  of growth t h a t  r e s u l t s  

i n  a l l e v i a t i o n  of a b s o l u t e  poverty on a  s u s t a i n a b l e  b a s i s .  Such a  

p r i o r i t y  i s  app rop r i a t e  and p l a u s i b l e  n o t  only on t h e  grounds t h a t  

t h e  needs of those  i n  poverty a r e  r e l a t i v e l y  u rgen t ,  bu t  a l s o  on 

t h e  b a s i s  t h a t  poverty is  widespread. Es t imates  of t h e  p ropor t i on  of  

t h e  developing wor ld ' s  popula t ion  t h a t  cannot m e e t  b a s i c  needs 

range a s  high a s  84 p e r c e n t . 2 / ~ h e  corresponding f i g u r e s  f o r  many of  

t h e  lower-income c o u n t r i e s  would, of course ,  be  even h igher .  

Accordingly, any e f f o r t  t o  r a i s e  l i v i n g  s t anda rds  of t h e  poor i n  

such coun t r i e s  would n e c e s s a r i l y  e n t a i l  p o l i c i e s  and programs t h a t  

would have broadly p o s i t i v e  impacts on incomes and o v e r a l l  GNP. 

3/ 
See Richards (1976) 



For purposes of economic planning and pol icy ,  it is use fu l  t o  

d i scuss  minimum s tandards  of l i v i n g  i n  terms of consumption l e v e l s  of 
4 I - 

key goods and se rv ices .  The concept of minimum standard l e v e l s  of 

consumption is i n  p r i n c i p l e  s t ra ight forward  f o r  goods such a s  food, 

c lo th ing ,  water  and s h e l t e r .  For educat ion and h e a l t h  t h e  concept 

is more d i f f i c u l t ,  bu t  might embody years  of educat ion (however 

def ined)  and consumption of prevent ive  h e a l t h  s e r v i c e s  -- examinations, 

innocula t ions ,  e t c .  -- a s  wel l  a s  c u r a t i v e  s e r v i c e s  a s  needed. The 

e x p l i c i t  t a r g e t  group of a  BHN s t r a t e g y  i s  t h e  poor, those  whose 

c u r r e n t  l e v e l  of consumption is  below t h e  s tandard l e v e l s .  The 

in termedia te  ob jec t ive  of a  BHN s t r a t e g y  is t o  enable t h e  poor t o  

progress ive ly  (over t ime) narrow t h e  gap between t h e i r  present  

consumption l e v e l s  and t h e  minimum s tandard  l e v e l s ,  a s  a  means of 

achieving t h e  more u l t ima te  o b j e c t i v e  of enhanced well-being. 

A t  t h i s  s t age ,  BHN ob jec t ives  have a t  l e a s t  t h r e e  dimensions: 

t h e  number of poor, t h e  types of e s s e n t i a l  goods and s e r v i c e s ,  and 
51 - 

time. The f a c t  t h a t  BHN ob jec t ives  comprise no t  only c u r r e n t  but  

41 - 
For an example wi th  re ference  t o  Bangladesh, s ee  Khan (1977) 

5 I - 
One formal expression of t h e  o b j e c t i v e  funct ion  f o r  meeting bas i c  
needs would be: 

t 
Min ( - c ) / ( l + r )  

t i j i j t  i j t  

where C corresponds t o  t h e  minimum standard l e v e l  of 
i j  t 

consumption of good i by person j i n  period t ;  C i s  a c t u a l  
i j t  

consumption i n  cases  where a c t u a l  l e v e l s  f a l l  below standard 
l e v e l s ;  and r expresses t h e  appropr i a t e  s o c i a l  r a t e  of discount .  



f u t u r e  consumption l e v e l s  Immediately and i n e v i t a b l y  in t roduces  t h e  

need t o  consider  savings ,  investment and growth, s i n c e  savings  com- 

monly r ep resen t s  a dec is ion  t o  forego consumption now f o r  t h e  sake 

of i nves t ing  and obta in ing  g r e a t e r  consumption p o s s i b i l i t i e s  i n  t h e  

f u t u r e .  Once t h i s  t i m e  dimension is considered,  t h e  dichotomy t h a t  

s e p a r a t e s  e f f o r t s  t o  m e e t  b a s i c  needs from e f f o r t s  t o  achieve h igher  

r a t e s  of growth is  exposed a s  f a l s e  dichotomy, and the  r o l e  of growth 

i n  meeting b a s i c  needs over time becomes more evident .  However, no t  

only a r e  the  r a t e s  of investment and growth important ,  bu t  a l s o  t h e  

p a t t e r n ,  i.e. t h e  composition of i nc reases  i n  output  and t h e  d i s t r i -  

bu t ion  of i nc reases  i n  income. 

Secondly, t h e  f a c t  t h a t  BHN ob jec t ives  a r e  de f inad in  terms of 

numbers of poor ind iv idua l s  now and i n  t h e  f u t u r e  suggests  a p o t e n t i a l l y  

important r o l e  f o r  populat ion p o l i c i e s  t h a t  would r e t a r d  b i r t h  r a t e s .  

The volume of resources  requi red  t o  achieve increased s a t i s f a c t i o n  of 

b a s i c  needs w i l l  depend not  only on t h e  number of poor, but  a l s o  on 

the  composition by age, and the  implied dependency r a t i o s .  This  

r a t i o n a l e  f o r  popula t ion  p o l i c i e s  e x i s t s  a p a r t  from t h e  cons ide ra t ion  

of whether access  t o  con t racep t ive  methods and/or smal le r  family s i z e  
6 / - 

i s  perceived t o  be a b a s i c  human need. 

6 / - 
While the  economic r a t i o n a l e  f o r  t hese  p o l i c i e s  can be appraised 
i n  a s t r a igh t fo rward  way, they may be d i f f i c u l t  i n  view of 
p o l i t i c a l  cons idera t ions .  A t  t h e  same t i m e , ,  more complete s a t i s -  
f a c t i o n  of b a s i c  needs can l ead  t o  lower b i r t h  rates because of 
g r e a t e r  economic s e c u r i t y  and a h igher  p r o b a b i l i t y  t h a t  ch i ld ren  
w i l l  surv ive  and remain hea l thy .  



Third ly ,  t h e  d e f i n i t i o n  of t h e  goods and s e r v i c e s  t h a t  s a t i s f y  

b a s i c  human needs sugges ts  s e v e r a l  important  cons ide ra t ions .  While 

t h e  b r o a d , c a t e g o r i e s  c i t e d  above a r e  l i k e l y  t o  be common t o  a l l  

c o u n t r i e s ,  t h e  s p e c i f i c  goods and s e r v i c e s ,  and t h e  l e v e l s  of con- 

sumption would tend t o  vary  ac ros s  c o u n t r i e s ,  and wi th in  c o u n t r i e s ,  

according t o  s o c i a l ,  c u l t u r a l  and geographic f a c t o r s .  Since what i s  

perceived a s  needs depends i n  some measure on resource  a v a i l a b i l i t y ,  

t h e r e  i s  a l s o  l i k e l y  t o  be v a r i a t i o n  over time i n  t h e  s p e c i f i c a t i o n  

of a  minimum standard of l i v i n g .  I n  t h i s  sense ,  b a s i c  needs a r e  country- 
7  / - 

s p e c i f i c  and dynamic. 

The broad c a t e g o r i e s  of b a s i c  needs a l s o  suggest  t h e  l i k e l i h o o d  

of important interdependencies  i n  both  product ion and consumption. 

For i n s t ance ,  s h e l t e r ,  water  and s a n i t a t i o n  a r e  l i k e l y  t o  be c l o s e l y  

l i nked  i n  t h e i r  p rovis ion .  Secondly, t h e  volume of h e a l t h  s e r v i c e s  

r equ i r ed  by a  person probably d e c l i n e s  a s  o t h e r  needs a r e  met. 

Accordingly, t h e  sum of t h e  resource  c o s t s  of a t t a i n i n g  each consumption 

t a r g e t  s e p a r a t e l y  tends  t o  o v e r s t a t e  t h e  c o s t  of covering a l l  consumption 

d e f i c i e n c i e s  t oge the r .  These interdependencies  sugges t  t h e  need f o r  

an i n t e g r a t e d  approach, which i n  t u r n  p o i n t s  t o  t h e  usefu lness  of 
8  / - 

planning. 

7  / - 
This  does no t  preclude t h e  p o s s i b i l i t y  of some meaningful 
u n i v e r s a l  t a r g e t s  t h a t  correspond t o  s t anda rds  common t o  o r  
exceeded by a l l  c o u n t r i e s ,  e.g. a  c e r t a i n  l e v e l  of c a l o r i e  
i n t a k e  t o  be  achieved (or  exceeded) by a l l  coun t r i e s .  

8  / - 
Some of t hese  interdependencies  a r e  d iscussed  i n  Brown and 
Burki (1978). 



F i n a l l y ,  whi le  b a s i c  needs o b j e c t i v e s  have s o  f a r  been descr ibed  

i n  terms of consumption l e v e l s  of goods.and s e r v i c e s ,  much of t h i s  

consumption i s  more accu ra t e ly  cha rac t e r i zed  a s  investment i n  human 

c a p i t a l  through b e t t e r  h e a l t h ,  educa t ion  and n u t r i t i o n .  Such 

investment may be  j u s t i f i a b l e  on pure e f f i c i e n c y  grounds, a p a r t  

9 I from cons ide ra t ions  of equi ty.-  

So f a r ,  t h e  u l t i m a t e  o b j e c t i v e s  of a  BHN approach have been 

descr ibed  i n  terms of l e v e l s  of well-being of i n d i v i d u a l s ;  a  necessary  

cond i t i on  o r  means of a t t a i n i n g  t h e s e  o b j e c t i v e s  has  been d iscussed  

i n  terms of s u s t a i n a b l e  l e v e l s  of c u r r e n t  and f u t u r e  consumption of 

e s s e n t i a l  goods and s e r v i c e s .  I n  t u r n ,  t h e r e  a r e  two necessary  

cond i t i ons  f o r  achiev ing  such consumption l e v e l s .  F i r s t ,  t h e r e  must 

be adequate  o v e r a l l  product ion and s u p p l i e s  of t h e  needed goods and 

s e r v i c e s ,  d i s t r i b u t e d  i n  forms and geographic a r e a s  s o  a s  t o  be widely 

a c c e s s i b l e .  Secondly, people must have enough income t o  be a b l e  t o  

a c q u i r e  t h e s e  goods and s e r v i c e s .  These two in t e rmed ia t e  o b j e c t i v e s  -- 

s u f f i c i e n t  income and adequate product ion -- a r e  h igh ly  i n t e r r e l a t e d  

but conceptua l ly  d i s t i n c t ,  a s  f o r  example i n  t h e  n a t i o n a l  income and 

product  accounts.  They a r e  i n t e r r e l a t e d  i n  t h a t  c e r t a i n  

p o l i c i e s  can c o n t r i b u t e  t o  achieving both o b j e c t i v e s  s imultaneously.  

For i n s t ance ,  p o l i c i e s  t h a t  enable  people t o  b e t t e r  meet t h e i r  

d i e t a r y  needs by growing more food would i n c r e a s e  both income and 

output .  Fur ther ,  t h e  adequacy of product ion and supply of e s s e n t i a l  

9  I - 
For example, s e e  Selowsky and Taylor (1973) 



goods and s e r v i c e s  w i l l  i n  gene ra l  have an  e f f e c t  on p r i c e s ,  which 

i n  t u r n  w i l l  he lp  determine t h e  s u f f i c i e n c y  of a  given l e v e l  of 

income. A t  t h e  s a m e t i m e  t h e  d i s t i n c t i o n s  between income and 

product ion  o b j e c t i v e s  a r e  c r u c i a l .  For purposes of more completely 

s a t i s f y i n g  b a s i c  needs,  i t  does l i t t l e  good t o  ach ieve  adequate  o v e r a l l  

food s u p p l i e s ,  a s  many c o u n t r i e s  have, i f  people  have i n s u f f i c i e n t  

income t o  o b t a i n  food. S imi l a r ly ,  i t  is of l i m i t e d  va lue  t o  ach ieve  

h ighe r  income l e v e l s  i f  t h e r e  a r e  no water  o r  h e a l t h  f a c i l i t i e s  nearby,  

o r  i f  r i s i n g  food p r i c e s  e rode  t h e  purchasing power of t h a t  income. 

I n  t h i s  r e s p e c t  t h e r e  a r e  two s i d e s  t o  t h e  problem of meeting b a s i c  

needs.  This i n t e g r a t e d  focus  on both income and product ion  -- more 

s p e c i f i c a l l y  on t h e  p a t t e r n  of product ion and t h e  d i s t r i b u t i o n  of 

income -- d i s t i n g u i s h e s  t h e  b a s i c  needs approach from o t h e r  development 

s t r a t e g i e s  which focus on employment and income d i s t r i b u t i o n  a lone ,  
101  - 

without  s e p a r a t e  concern f o r  t h e  composition of ou tput .  

The in t e rmed ia t e  o b j e c t i v e s  of s u f f i c i e n t  income and adequate  

product ion and supply of e s s e n t i a l  goods and s e r v i c e s  can i n  t u r n  be  

broken down i n t o  pub l i c  and p r i v a t e  components. For purposes of a  

BHN s t r a t e g y ,  t h e r e  a r e  two types  of income; earned income and income 

t r a n s f e r s .  Earned income i n  t h i s  c a s e  comprises r e t u r n s  t o  l abo r  and 

r e t u r n s  t o  a s s e t s ,  such a s  land .  T rans fe r s  a r e  cus tomar i ly  def ined  

a s  payments f o r  which no goods o r  s e r v i c e s  a r e  rece ived  i n  r e t u r n .  

Comparisons of t h e  e x t e n t  of poverty wi th  o v e r a l l  resource  a v a i l a b i l i t y  

i n  most developing c o u n t r i e s  suggest  t h a t  p o l i c i e s  d i r e c t e d  towards 

101 
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achieving s u f f i c i e n t  income must focus mainly on genera t ing  more 
11/ - 

product ive employment. These p o l i c i e s ,  which a r e  described i n  

more d e t a i l  i n  the  next  s e c t i o n ,  would i n  genera l  inc lude  expanding 

employment oppor tun i t i e s  a t  wages s u f f i c i e n t  t o  meet b a s i c  needs; 

i nc reas ing  human c a p i t a l ;  and increas ing  t h e  s tock  of phys ica l  a s s e t s  

and resources  a v a i l a b l e  t o  t h e  self-employed poor. However, f o r  

t h a t  @resumably smal l )  group which can n e i t h e r  be product ive ly  

employed nor  supported by those who a r e ,  some form of t r a n s f e r s  w i l l  

be necessary i f  t h e i r  needs a r e  t o  be  met. Transfers  might hypothet- 

i c a l l y  t ake  t h e  form of d i r e c t  supplements t o  f i n a n c i a l  income, f o r  

example, cash g ran t s .  However, f o r  reasons discussed below, i t  i s  

more l i k e l y  t h a t  t r a n s f e r s  would be i n  forms t h a t  more d i r e c t l y  promote 

consumption of e s s e n t i a l  goods and s e r v i c e s ,  f o r  i n s t ance ,  food sub- 

s i d i e s ,  bu i ld ing  m a t e r i a l s ,  subs id ized  educat ion and hea l th ,  e t c .  

On t h e  production s i d e ,  needed goods and s e r v i c e s  can be divided 

i n t o  those  f requent ly  provided pub l i c ly  (though n o t  n e c e s s a r i l y  g r a t i s )  

and those a v a i l a b l e  through p r i v a t e  markets. For publ ic  s e r v i c e s ,  t h e  

s t r a t e g y  c a l l s  f o r  d i r e c t  publ ic  production and d i s t r i b u t i o n  i n  forms 

and geographic a r e a s  t h a t  make them widely access ib l e .  For goods t h a t  

a r e  t y p i c a l l y  produced p r i v a t e l y ,  adequate supp l i e s  can i n  genera l  be 

achieved through some combination of domestic product ion and imports,  

e.g. food. This  may c a l l  f o r  more o r  l e s s  d i r e c t  pub l i c  s e c t o r  

i n t e rven t ion ,  with t h e  p o s s i b i l i t i e s  ranging from p o l i c i e s  t h a t  a f f e c t  

p r o f i t a b i l i t y  i n  key s e c t o r s  t o  p o l i c i e s  t h a t  more d i r e c t l y  determine 

t h e  p a t t e r n  of p r i v a t e  investment t o  d i r e c t  publ ic  production. 

11/ - 
This argument i s  e l abora t ed  on p 23. 



Apart from i t s  p o t e n t i a l  u se fu lness  i n  r e l a t i n g  conc re t e  po l i cy  

o b j e c t i v e s  t o  more u l t i m a t e  development o b j e c t i v e s  having t o  do with. 

well-being, t h i s  framework a l s o  sugges ts  some of t h e  t a r g e t s  and 

i n d i c a t o r s  t h a t  might be a s s o c i a t e d  wi th  a  BHN approach. The framework 

e l abora t ed  above s tar ts  wi th  t h e  u l t i m a t e  o b j e c t i v e s  of a  BHN s t r a t e g y  -- 
t h e  c u r r e n t  and f u t u r e  well-being of i n d i v i d u a l s .  Well-being depends 

( i n  p a r t )  on achieving  a  minimum s tandard  of l i v i n g  def ined  i n  terms 

of consumption of e s s e n t i a l  goods and s e r v i c e s .  A t t a i n i n g  consumption 

o b j e c t i v e s  c a l l s  f o r  adequate product ion and supply ~f  these  goods 

and s e r v i c e s ,  and f o r  income l e v e l s  s u f f i c i e n t  t o  acqu i re  them. 

These can be  accomplished v i a  goa l s  i n  terms of employment and income 

t r a n s f e r s  on t h e  income s i d e ,  and product ion ,  supply and d i s t r i b u t i o n  

of c e r t a i n  pub l i c  s e r v i c e s  and p r i v a t e  goods on t h e  supply s i d e .  

The t a r g e t s  and i n d i c a t o r s  suggested by t h i s  framework of 

o b j e c t i v e s  a r e  f i r s t  of a l l  t hose  r e l a t i n g  d i r e c t l y  t o  well-being. 

These might i nc lude  -- i n t e r  a l i a  i n d i c a t o r s  such a s  l i f e  expectancy, 

i n f a n t  m o r t a l i t y ,  morbidi ty and l i t e r a c y  where t h e s e  measures a r e  
121 - 

c a l c u l a t e d  wi th  p a r t i c u l a r  a t t e n t i o n  t o  t h e  poor. I n s o f a r  a s  

low b i r t h  r a t e s  and f e r t i l i t y  r a t e s  i n d i c a t e  a  g r e a t e r  sense  of 

economic well-being, t h e s e  might a l s o  be  u s e f u l  i n d i c a t o r s .  A second 

s e t  of t a r g e t s  and i n d i c a t o r s  might r e l a t e  more d i r e c t l y  t o  

121 - 
e .g .  u s ing  t h e  n a t i o n a l  average of l i f e  expectancy a s  an 
i n d i c a t o r  has  somed  t h e  same problems a s  us ing  o v e r a l l  p e r  
c a p i t a  income, i n  t h a t  d i s t r i b u t i o n  i s  ignored.  These problems 
a r e  l e s s  s eve re  i n  t h a t  t h e  range of v a r i a t i o n  f o r  l i f e  
expectancy i s  r e l a t i v e l y  l i m i t e d  compared wi th  t h e  range of 
v a r i a t i o n  f o r  per  c a p i t a  incomes of va r ious  groups wi th in  a  
country.  



consumption and living standards, i.e. variables included in housing 

and nutrition surveys, school attendance, consumption of health 

services, etc. A third set of targets and indicators would measure 

income and employment among the poor, and availability. of essential 

goods and services, e.g. supply and productive capacity for food and 

housing; number and location of clinics, schools and trained personnel; 

sanitation and water networks; etc. 

11. Policies for Meeting Basic Human Needs 

The value of the framework elaborated above depends on how well 

it serves as a device for organizing and planning development policies. 

The policies mentioned in this section are quite general, cover a 

broad spectrum, and should be familiar to most readers. The specific 

mix of these policies would vary from country to country, depending 

on the scope and nature of poverty, and the social and political 

institutions for dealing with poverty. The purpose of this section 

of the paper is to place the policy options in a coherent framework 

and to make explicit how these policies might contribute to meeting 

basic needs. 

The policy discussion is organized around the four intermediate 

objectives of a BHN approach -- those having to do with employment, 
transfers, public services, and private goods. There are two 

immediately apparent areas of overlap. First, some policies such as 

land reform may simultaneously promote the two objectives of increased 

food production and more productive employment of the poor. More 

generally, to the extent that shifts in the pattern of production 



towards e s s e n t i a l  goods and s e r v i c e s  e n t a i l  i n c r e a s e s  i n  t h e  l abo r  

i n t e n s i t y  of product ion,  both employment and supply o b j e c t i v e s  w i l l  

be se rved .  However, t h e  o b j e c t i v e s  of employment and output  a r e  

conceptua l ly  d i s t i n c t ,  s i n c e  ach iev ing  o b j e c t i v e s  i n  terms of ou tpu t  

and supply w i l l  i n  gene ra l  no t  gene ra t e  enough jobs  t o  m e e t  employment 
131 - 

and income o b j e c t i v e s .  

A second a r e a  of over lap  has  t o  do wi th  product ion and d i s t r i b u t i o n  

of p u b l i c  s e r v i c e s  and t r a n s f e r s .  Often h e a l t h  and educa t ion  s e r v i c e s  

a r e  o f f e r ed  a t  subs id i zed  rates, o r  even g r a t i s ,  a  form of t r a n s f e r  i n  

kind. Indeed, f o r  some pub l i c  s e r v i c e s ,  e.g.  c e n t r a l  water  t a p s ,  

t h e r e  may be  no e f f i c i e n t  way of d i r e c t l y  charging t o  cover  c o s t s .  

I n  o t h e r  cases  such as h e a l t h  and educa t ion ,  pub l i c  product ion  and 

There a r e  t m l i n e s  of reasoning  under ly ing  t h i s  c la im.  F i r s t ,  
suppose t h a t  t h e  BHN consumption bundle c o s t s  $200 p e r  person,  
bu t  t h a t  some of t h e  d i r e c t  o r  i n d i r e c t  va lue  added embodied 
i n  t h a t  c o s t  n e c e s s a r i l y  accrues  t o  t h e  non-poor, e.g. $100, 
f o r  s e r v i c e s  of doc to r s ,  t e a c h e r s ,  assets not  owned by t h e  poor,  
e t c .  Then supplying t h e  needs of two poor people  6400) would a t  
b e s t  gene ra t e  income (e.g. through v a l u e  added by u n s k i l l e d  
l abo r )  t o  cover  t h e  needs of on ly  one ($200). Therefore ,  an 
a d d i t i o n a l  $200 of income would need t o  b e  generated by employing 
a poor person i n  some o t h e r  a c t i v i t y  (o r  i n  product ion t h a t  goes 
beyond BHN supply o b j e c t i v e s ) .  Secondly, i t  may be  t h a t  an 
income of $300 is  r equ i r ed  t o  evoke a  p a t t e r n  of consumption 
t h a t  i nc ludes  t h e  b a s i c  needs bundle c o s t i n g  $200. (This pos- 
s i b i l i t y  i s  d iscussed  more thoroughly i n  t h e  s e c t i o n  on t r ans -  
f e r s . )  Then even i f  a l l  va lue  added i n  product ion  of e s s e n t i a l  
goods and s e r v i c e s  accrued t o  t h e  poor,  expansion of employment 
and income would need t o  extend beyond t h a t  connoted by BHN 
supply t a r g e t s .  



d i s t r i b u t i o n  may appear  t o  be  t h e  most p r a c t i c a b l e  way of e f f e c t i n g  

r e d i s t r i b u t i o n  through t r a n s f e r s .  Nonetheless ,  d e c i s i o n s  and 

p o l i c i e s  d i r e c t e d  toward g e n e r a t i n g  t h e  c a p a c i t y  t o  p rov ide  p u b l i c  

s e r v i c e s  a r e  i n  p r i n c i p l e  d i s t i n c t  from p o l i c i e s  t h a t  de te rmine  t h e  

r a t e s  charged f o r  t h e s e  s e r v i c e s .  

A. P o l i c i e s  f o r  Promoting More P roduc t i ve  Employment 

There are s e v e r a l  w e l l  known sets of p o l i c i e s  t h a t  deve lop ing  

c o u n t r i e s  might c o n s i d e r  i n  t h e i r  e f f o r t s  t o  expand p roduc t i ve  
14 /  - 

employment. F i r s t ,  deve lop ing  c o u n t r i e s  can implement p o l i c i e s  

t h a t  l e a d  t o  changes i n  a c c e s s  t o  t h e  e x i s t i n g  s t o c k  of p roduc t i ve  

assets. S ince  most of t h e  poor a r e  l o c a t e d  i n  r u r a l  areas, and 

most of t h e s e  work i n  a g r i c u l t u r e ,  i nc r ea sed  a c c e s s  t o  l and  and water 

i s  t h e  most impor tan t  example. The ILO h a s  po in ted  ou t  t h a t  " i n  many 

c o u n t r i e s  t h e  implementat ion of t h e  ( b a s i c  needs)  s t r a t e g y  i s  l i k e l y  

t o  have t o  beg in  w i t h  a g r a r i a n  reform ... a g r a r i a n  re form i s  l i k e l y  

bo th  t o  i n c r e a s e  t h e  supply  of b a s i c  food and t o  e n s u r e  t h a t  i t  i s  
15 /  - 

d i s t r i b u t e d  t o  some of  t h o s e  i n  g r e a t e s t  need'! P o l i c i e s  t h a t  

would i n c r e a s e  t h e  a c c e s s  of t h e  poor t o  l and  i n c l u d e  d i r e c t  r e d i s -  

t r i b u t i o n  of l and ,  changes i n  t e n u r e  arrangements  whereby r e t u r n s  

t o  l and  would acc rue  i n  l a r g e r  degree  t o  t h e  poor ,  and development and 

s e t t l e m e n t  of new l and .  The f e a s i b i l i t y  of a g r a r i a n  reform depends 

on t h e  o v e r a l l  a v a i l a b i l i t y  of l and  and t h e  p a t t e r n  of ownership.  The 

g/ 
For a more thorough e x p o s i t i o n  s e e  Chenery and Assoc i a t e s  
(1974) a s  w e l l  as Frank and Webb (1978). For a  p ionee r ing  
modeling e f f o r t  t h a t  s y s t e m a t i c a l l y  a p p r a i s e s  t h e  e f f e c t s  of  
many of  t h e s e  p o l i c i e s ,  s e e  Adelman and Robinson . ( l978) .  
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p n l i t i c a l  and a d m i n i s t r a t i v e  c o n s t r a i n t s  on s u c c e s s f u l  a g r a r i a n  

reform a r e  formidable.  Even where a g r a r i a n  reform can be  c a r r i e d  

o u t ,  a necessary  cond i t i on  f o r  succes s  i n  t e r m s  of increased  

p r o d u c t i v i t y  is  a v a i l a b i l i t y  of complementary i n p u t s  i nc lud ing  seed  

and f e r t i l i z e r s ,  a cce s s  t o  c r e d i t  and t e c h n i c a l  a s s i s t a n c e ,  o t h e r  

a g r i c u l t u r a l  s e r v i c e s  such a s  market ing and s t o r a g e ,  and of course ,  

water .  

A second type  of po l i cy  i nvo lves  r e d i r e c t i o n  of investment  a long  

p a t t e r n s  t h a t  would i n c r e a s e  acces s  of t h e  poor t o  p roduc t ive  r e sou rce s .  

This  might involve  widened acces s  t o  t o o l s  o r  equipment f o r  t h e  s e l f -  

employed poor (e.g. farm implements, looms, e t c . )  Another po l i cy  

would be  t o  i n c r e a s e  p u b l i c  investment  i n  c e r t a i n  t ypes  of i n f r a -  

s t r u c t u r e  and s e r v i c e s  t h a t  suppor t  p roduc t ive  a c t i v i t y  c a r r i e d  o u t  

by t h e  self-employed poor (e.g.  r u r a l  p u b l i c  works, c r e d i t  and 

market ing f a c i l i t i e s ,  r e sea rch  and ex t ens ion ) .  Rura l  p u b l i c  works 

a r e  a n  example of t h e  d u a l  p o t e n t i a l  of gene ra t i ng  cons ide rab l e  

employment i n  t h e i r  c o n s t r u c t i o n  as w e l l  a s  c r e a t i n g  a s s e t s  which 

can f a c i l i t a t e  t h e  expansion of p roduc t ion  and employment among t h e  
161 - 

p o o r i n a k e y  s e c t o r .  F i n a l l y , i n v e s t m e n t i n h u m a n c a p i t a l i n t h e  

form of more ex t ens ive  educa t ion  beyond b a s i c  needs requirements  may 

f u r t h e r  improve t h e  p r o d u c t i v i t y  and s k i l l s  o f  t h e  poor.  

A t h i r d  t ype  of p o l i c y  would i nvo lve  adjustment  of t h e  r e l a t i v e  

p r i c e s  of c a p i t a l  and l abo r ,  s o  as t o  encourage employment of t h e  cur- 

r e n t l y  abundant r e sou rce ,  u n s k i l l e d  l a b o r .  This  may c a l l  f o r  changes 

161 - 
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i n  t h e  s t r u c t u r e  of t a r i f f s  and t h e  exchange r a t e ( s )  which c u r r e n t l y  

encourage imports of c a p i t a l  equipment assoc ia ted  wi th  c a p i t a l -  

i n t e n s i v e  technology, and discourage labor- in tens ive  expor ts .  

Fur ther ,  t h e r e  may be scope f o r  p o l i c i e s  a f f e c t i n g  i n t e r e s t  r a t e s ,  

c r e d i t  a l l o c a t i o n  and f i s c a l  i ncen t ives  i n  d i r e c t i o n s  t h a t  w i l l  expand 

employment. F ina l ly ,  minimum wage p o l i c i e s  should t a k e  account of 
17 I - 

t h e  e f f e c t s  on t o t a l  employment a s  we l l  a s  on income of t h e  employed. 

The success of p o l i c i e s  a f f e c t i n g  t h e  r e l a t i v e  p r i c e  of l abor  

depends on how w e l l  production techniques respond t o  such p r i c e  

changes. A f o u r t h  type of pol icy ,  t he re fo re ,  would inc lude  measures 

t h a t  encourage and promote responsiveness of product ion techniques t o  

r e l a t i v e  f a c t o r  p r i c e s ,  and t h e  underlying f a c t o r  endowments i n  LDCs. 

Such p o l i c i e s  would inc lude  e f f o r t s  t o  develop and d isseminate  infor -  

mation on appropr i a t e  technology and techniques t h a t  a r e  both labor-  

i n t e n s i v e  and e f f i c i e n t .  They would a l s o  inc lude  p o l i c i e s  t o  promote 

r e sea rch  and development a c t i v i t i e s  which focus on technologica l  
181 - 

improvements i n  labor- in tens ive  a c t i v i t i e s  and s e c t o r s .  

F ina l ly ,  p o l i c i e s  t h a t  d i r e c t l y  in f luence  t h e  composition of output  

can promote employment by encouraging the  production of goods t h a t  a r e  

labor- in tens ive  r a t h e r  than those  which a r e  cap i t a l - in t ens ive .  Aside 

from e f f o r t s  t o  expand product ion i n  core  b a s i c  needs s e c t o r s ,  which 

w i l l  have a  p o s i t i v e  employment impact, po l icy  makers can o f f e r  a  

v a r i e t y  of i ncen t ives  i n  s e c t o r s  and a c t i v i t i e s  t h a t  a r e  s u i t a b l y  

- 17/ This  is analyzed i n  cons iderable  depth i n  L i t t l e ,  Scitovsky, and 
Sco t t  (1970) . 

18/ For more d e t a i l  s e e  Singer  (1978). 



l abor - in tens ive .  (These i n c e n t i v e s  a r e  d i scussed  i n  p a r t  C ,  on 

p o l i c i e s  t o  i n f luence  product ion and supply.)  I n  p a r t i c u l a r ,  p o l i c i e s  

aimed a t  expor t  expansion w i l l  tend t o  gene ra t e  employment i n s o f a r  

a s  t h e  comparative advantage of many low-income developing c o u n t r i e s  
191 - - - 

l i e s  i n  abundant l abo r .  Fu r the r ,  a s  income d i s t r i b u t i o n  becomes 

less skewed, r e f l e c t i n g  i n c r e a s e s  i n  income l e v e l s  of t h e  poor,  t h e r e  

is some evidence t h a t  t h e  composition of f i n a l  demand w i l l  i n  some 

measure s h i f t  i n  t h e  d i r e c t i o n  of more l abo r - in t ens ive  goods and 
201 - 

s e r v i c e s .  

A s  genera t ion  of employment p l ays  a  key r o l e  i n  a  b a s i c  needs 

s t r a t e g y ,  t h i s  p o i n t s  towards a  g r e a t e r ,  b u t  no t  exc lus ive  p r i o r i t y  on 

l a b o r  i n t e n s i t y  i n  t h e  gene ra l  s t r u c t u r e  of product ion.  This  p r i o r i t y  

on l a b o r  i n t e n s i t y  r e f l e c t s  c o n s i d e r a t i o n s  of bo th  e q u i t y  and e f f i c i e n c y .  

To t h e  e x t e n t  t h a t  l a b o r  i s  abundant and c a p i t a l  s c a r c e ,  and r e l a t i v e  

p r i c e s  do not  r e f l e c t  r e l a t i v e  f a c t o r  s c a r c i t i e s ,  p o l i c i e s  t h a t  a f f e c t  

i n p u t  p r i c e s  and technology s o  a s  t o  induce s u b s t i t u t i o n  of l a b o r  f o r  

c a p i t a l  a r e  l i k e l y  t o  r e s u l t  i n  g r e a t e r  e f f i c i e n c y  and output .  A t  t h e  

same t i m e ,  t h e r e  a r e  some c l e a r  examples of a p p r o p r i a t e  c a p i t a l -  

i n t e n s i v e  product ion processes .  For i n s t a n c e ,  t h e  techniques  a s s o c i a t e d  

wi th  e x p l o i t a t i o n  of c e r t a i n  n a t u r a l  r e sou rces  may be exc lus ive ly  

c a p i t a l - i n t e n s i v e .  Secondly, c e r t a i n  i n h e r e n t l y  c a p i t a l - i n t e n s i v e  

goods and a c t i v i t i e s  such a s  e l e c t r i c  power gene ra t i on  u s u a l l y  cannot 

191 For a  thorough s tudy  of t h e  r e l a t i o n  between t r a d e  regimes and 
employment see Krueger (forthcoming).  

201 For a  c r i t i c a l  review of some of t h e  r e c e n t  evidence t h a t  has  - 
tended t o  d i s c r e d i t  t h i s  hypothes i s ,  a s  w e l l  a s  some new f i n d i n g s  
i n  suppor t  of t h e  hypothes i s ,  see Th i r sk  (1977). 



be imported, and must be produced domestically. Finally, for some 

tradeable goods transport costs may be so high that they are more 

cheaply produced domestically, even at prices reflecting relative 

factor scarcities (e.g. cement). 

Similarly insofar as most of the poor in most countries are in 

rural areas, the strategy points toward a greater but not exclusive 

weight in terms of policy efforts to rural development. Indeed, the 

problem of poverty in many developing countries has been exacerbated 

by an over-allocation of resources to capital-intensive industry 

located in urban centers that is "modern" in the sense of replicating 

production patterns in capital-rich industrialized countries, but not 

in the sense of corresponding to current and future conditions in 
211 - 

developing countries. In many countries a basic needs approach 

would call for some redress of this imbalance. A focus on productive 

employment in rural areas will tend to reduce pressure on over-burdened 

urban public services that has resulted from rurallurban migration. 

However, in some countries, particularly the "middle-income" developing 

countries, the problem of poverty is to a greater degree concentrated 

in urban centers, calling for employment policies that seek to raise 

productivity in the informal urban sector and expand employment more 

rapidly in the formal urban sector. 

B. Policies Regarding Income Transfers 

Apart from the general role of transfers as a redistributive 

device, there are at least two rationales for income transfers in the 

21 I - 
See Lipton (1977). 



context  of a  b a s i c  human needs approach. The primary r a t i o n a l e  i s  

t h a t  some of t h e  poor cannot be product ively employed, nor do they 

have access  t o  incomes of product ively employed ind iv idua l s .  These 

inc lude  some of t h e  ch ron ica l ly  ill, t h e  aged, and ch i ld ren ,  who a r e  

not  provided f o r  by f ami l i e s  o r  o the r  p r i v a t e  sources.  I f  t h e  bas i c  

needs of t h e s e  groups a r e  t o  be m e t ,  then  some type of t r a n s f e r  w i l l  

be necessary.  !I'ypically, t hese  t r a n s f e r s  would be "in kind" -- f r e e  

food, hea l th  s e r v i c e s ,  e t c .  Transfers  i n  kind a r e  gene ra l ly  supe r io r  

t o  t r a n s f e r s  i n  cash when t h e  goal  of t he  t r a n s f e r  i s  t o  achieve 
221  - 

consumption l e v e l s  of s p e c i f i c  goods and se rv ices .  

The second r a t i o n a l e  f o r  t r a n s f e r s  i s  more complex. I n  t h i s  case ,  

t h e  need f o r  t r a n s f e r s  a r i s e s  from t h e  p o s s i b i l i t y  t h a t  a  family may 

have s u f f i c i e n t  income t o  meet b a s i c  needs ( inc luding  access  t o  publ ic  

s e r v i c e s )  but  may nonetheless  a l l o c a t e  t h a t  income i n  ways t h a t  do not  

s a t i s f y  these  needs s o  t h a t  consumption d e f i c i e n c i e s  p e r s i s t .  For 

in s t ance ,  l a c k  of information and/or  e s t ab l i shed  t a s t e s  may s t e e r  

food consumption towards items t h a t  a r e  low i n  n u t r i t i o n a l  va lue .  

Secondly, t h e  v i r t u e s  of c l ean  water, s a n i t a t i o n  f a c i l i t i e s ,  and 

prevent ive  h e a l t h  measures may not  be r e a d i l y  apprec ia ted .  F i n a l l y ,  

t h e r e  may be  in t ra - fami ly  d i s t r i b u t i o n a l  problems t h a t  prevent t he  
231  - 

needs of women and ch i ld ren  from being met. 

211 See Lipton (1977). 

221 Assuming consumers p l ace  some va lue  on t h e  good o r  s e r v i c e  i n  
quest ion,  and assuming t h a t  t h e r e  i s  l imi t ed  f u n g i b i l i t y ,  e - g .  
educat ion se rv ices .  See Mishan (1968). 

Some of t h e s e  i s s u e s  a r e  discussed more f u l l y  i n  Leipziger  and 
Lewis (1978) and S t r ee t en  (1977). 



It is extremely difficult to gauge the magnitude of these sorts 

of problems, and even more difficult to determine appropriate policies. 

There are at least three broad, non-exclusive approaches, focusing on 

tastes and preferences, income and prices. 

The first approach includes efforts to accommodate existing 

preferences (e.g. nutritional additives to preferred but relatively 

unnutritious food) and efforts to change these preferences through 

improved information. In this respect participation of the poor in 

the determination of basic needs and the policies for satisfying them 

can play a critical role. Participation is often mentioned as an 

important element in a BHN approach. The importance of participation 

of the poor in the determination and achievement of BHN objectiveslies 

not only in considerations of the more intangible aims of the strategy, 

but also in efficiency considerations. From the standpoint of efficiency, 

participation generates crucial information about the needs, preferences, 

and capabilities of the target groups that basic needs programs are 

meant to benefit, as well as the environment in which these programs 

are carried out. At the same time, participation provides timely 

information to target groups so that they may fully take advantage of 

these programs. In terms of broader aims of the strategy, genuine 

participation enhances one's sense of individual autonomy, dignity 

and self-respect. 

The second possibility for overcoming such consumption deficiencies 

is to increase incomes beyond the minimum for meeting basic needs. For 

instance, while an income of $200 per capita per year may be just 



sufficient to satisfy nutritional and other basic requirements, an 

income of $300 may be the minimum income that actually results in 

choice of a diet that meets nutritional standards. More generally, 

as long as there is a positive preference for the goods or services 

in question, there is some level of income that will produce the 

desired consumption level. However, this tends to increase resource 

requirements for a given set of consumption targets, since target 

income levels are higher than the bare minimum. 

A third possibility -- which may be cheaper than the second in 

some cases -- is to alter consumption patterns through transfers in 

kind and price subsidies. For instance, subsidies on nutritious 

types of food will tend to shift consumption patterns in the desired 

direction. Similarly, clean water may have to be offered virtually 

free of charge to persuade people not to use contaminated sources 

that are freely available and conveniently located. The obverse 

of these policies is to tax consumption of non-essential goods and 

services, a form of negative transfer in kind. 

Transfer policies can be clarified somewhat by looking at 

specific components of basic needs. Transfers of health and education 

servicesare not uncommon. Transfers related to private goods such 

as food and housing are also frequent, but can be quite problematic, 
241 - 

since they can entail disincentives to producers. Further , 

opportunities for graft and corruption are plentiful, since there are 

241 - 
See Isenman and Singer (1977). 



. p r i v a t e  markets f o r  t hese  same goods. 

In  terms of t h e  ba lance  between t r a n s f e r  p o l i c i e s  and employment 

p o l i c i e s  i n  reaching income and consumption goals ,  i t  i s  apparent  

t h a t  t he  primary focus must be on genera t ing  more and b e t t e r  employment 

oppor tun i t i e s .  In so fa r  a s  poverty r e f l e c t s  underemployment, primary 

r e l i a n c e  on t r a n s f e r s  would be i n e f f i c i e n t  i n  t h a t  u n d e r u t i l i z a t i o n  

of l abor  resources  would be perpetuated.  Moreover, i n  most cases ,  

i t  would be  i n f e a s i b l e  i n  terms of p o l i t i c a l ,  economic and administra-  

t i v e  c o n s t r a i n t s .  A s  f a r  a s  p o l i t i c a l  c o n s t r a i n t s  a r e  concerned, 

primary r e l i a n c e  on t r a n s f e r s  would imply a  s u b s t a n t i a l  r e d i s t r i b u t i o n  

of c u r r e n t  income i n  most coun t r i e s ,  i n  forms and magnitudes t h a t  would 

probably be unacceptable.  Economically, cu r ren t  l e v e l s  of pe r  c a p i t a  

income i n  many coun t r i e s  a r e  ba re ly  above l e v e l s  t h a t  would s a t i s f y  

b a s i c  needs, so  t h a t  increased  employment and growth w i l l  be  necessary 

t o  provide s u f f i c i e n t  output  t o  meet b a s i c  needs. F ina l ly ,  t h e  

admin i s t r a t ive  c o s t s  of a  t r a n s f e r  approach i n  terms of manpower, 

managerial s k i l l s  and leakages would be  s u b s t a n t i a l .  

A t  t h e  same t i m e  t h e  c o n s t r a i n t s  f ac ing  employment p o l i c i e s  a r e  

no t  t o  be underestimated. P o l i c i e s  involving land reform, r e d i r e c t i o n  

of investment,  changes i n  the  r e l a t i v e  p r i c e  of c a p i t a l  and l a b o r ,  

and adoption of appropr i a t e  technology w i l l  i n  varying degrees encounter  

s t i f f  oppos i t ion  from some groups. However, t h e  v i r t u e  of t h i s  approach 

i s  t h a t  through b e t t e r  u t i l i z a t i o n  of l abor ,  growth of output  and 

incomes can b e  enhanced. This w i l l  -- f o r  a given income t a r g e t  -- 

diminish t h e  amount of income r e d i s t r i b u t i o n  requi red ,  both i n  

r e l a t i v e  and abso lu te  terms. 



C. Policies Regarding Private Goods 

On the income side, the distinction between earned income 

from more productive employment, and unearned income in the form of 

transfers is analytically clear-cut. However, on the supply side, 

the distinction between those basic goods and services that are 

essentially private, and those which are public, is conceptually 

rather blurred. Public sector provision of a good or service is 

frequently justified by a substantial degree of joint consumption 

(the pure case being national defense, which everyone consumes jointly) 

and/or by technological considerations that provide for natural 

monopolies (e.g. urban water and sewerage facilities), although some 

natural monopolies are privately operated under public regulation 

(e.g. some utilities). In theory, virtually all goods and services 

that meet basic needs could be efficiently produced privately, with 

public sector intervention in production limited to regulation in 

some cases and provision of a few essentially public inputs such as 

agricultural research and extension services, infrastructure, disease 

eradication measures, etc. In practice, there is a mix between public 

and private production that varies from country to country, depending 

upon a variety of factors apart from those mentioned above. 

This section of the paper deals with policies for achieving supply 

objectives for goods such as food, clothing and shelter that are usually 

produced privately. Such essential goods have few if any external 

benefits associated with their consumption, and techniques for 

their production are such that they are not natural monopolies. 



Nonetheless, developing country policy-makers may need to concern 

themselves to some degree with policies that ensure availability of 

some of these goods where they are not already available or likely to 

become available in sufficient quantities. Indeed, while attention 

to the composition of output is one of the key distinguishing features 

of the basic needs approach, the extent of intervention in private 

markets can range from near laissez faire to direct public production, 

depending on the general organization of production and the underlying 

political and social values; on how well markets might respond to an 

increase in demand; and on the perceived importance of self-sufficiency 
251  - 

in production of basic needs commodities such as food. 

Policies directed towards production in private sectors of the 

economy would in general focus not only on those sectors that produce 

essential final products such as food, housing, and clothing, but also 

on private sectors that supply material inputs such as seed and 

fertilizer, building materials, and intermediate textiles. 

For private goods, supply generally is possible through some 

combination of domestic production and imports. (Euen simple housing 

could hypothetically be imported, at least in nearly complete form). 

An important political and economic issue, especially with respect to 

food, is the extent to which countries should strive for self-sufficiency 

in production of essential goods. From the standpoint of economic 

factors, this would depend in general on notions of efficiency and 

251 
Where self-sufficiency (i.e. domestic production at least equal 
to domestic consumption) is perceived to be important (for 
political reasons, considerations of risk and uncertainty, etc.) 
public intervention might be necessary to raise production levels 
above those corresponding to purely private considerations. 



comparative advantage broadly conceived to include not only considera- 

tions of factor endowments (labor, capital, natural resources), technology, 

demand factors, and transport costs, but also other considerations such 

as the uncertainty surrounding foreign supplies of imports (and demand 

for exports); the vital nature of the commodities irl question; dynamic 

factors such as technological change; and adjustment costs of changes 

in the composition of production. While self-sufficiency in food 

production is often mentioned in the context of basic needs, such a 

goal could be quite costly in economic terms. 

A particularly important consideration in decisions about domestic 

versus foreign supply is the crucial role of employment in the overall 

basic needs approach. Fortunately, insofar as the abundant resource 

in most developing countries is unskilled labor, employment and 

efficiency considerations are likely to coincide. However, these 

considerations do not indicate - a priori the degree of specialization 

and reliance on trade versus self-sufficiency. For instance, one 

scenario of extreme specialization could have the poor employed in 

sectors and activities that produce solely for export, with adequate 

supplies of essential private goods secured through imports. At 

the opposite extreme, a polar case would have each poor household 

become self-sufficient in producing its own food, clothing, shelter, 

etc. Thirdly, a less extreme point on the spectrum would entail 

national self-sufficiency in production of essential goods, but 

specialization within the country, e.g. some of the poor working in 

construction, others in textiles, others in sectors that produce 



,non-essential goods. The important point is that each of these 

three examples, as well as intermediate cases, could be consistent 

with both employment and supply objectives in a basic needs strategy. 

The appropriate degree of specialization in a particular country will 

depend on a variety of factors such as overall income levels, country 

size, land endowments and environmental considerations, political and 

social factors, the current structure of production, etc. 

There is a wide range of familiar policy instruments appropriate 

in one country or another to enslire adequate production and supplies 

of basic goods, in cases where the response of private markets to 

increased demands is inadequate. Various forms of price policies, 

such as subsidies to producers of essential goods and taxes on 

production of non-essential goods are one possibility for affecting 

the pattern of production. Secondly, since investment within some 

sectors is constrained by internal sources of funds, there is 

considerable scope for intervention and improvement in credit markets 
261 - 

to increase mobility of financial capital. Thirdly, production 

and certainly distribution in private sectors is dependent in varying 

degrees on various public services and infrastructure, so that 

public investment that provides or upgrades these services will promote 

increased output and influence the location and distribution of this 

production. Fourthly, policy-makers can implement measures to improve 

the functioning of private markets, by policies that promote compe- 

tition, and by regulation of industries that are natural monopolies 

because of economies of scale, limited markets, etc. A final policy 

option is direct public production of essential goods. 

26l This point is emphasized in Pyatt and Thorbecke (1976) 



For example, t h e  scope f o r  publ ic  p o l i c i e s  t o  promote p r i v a t e  

s e c t o r  food product ion is q u i t e  l a r g e  and well-recognized. There a r e  

s i g n i f i c a n t  investments t o  be made i n  a r e a s  t r a d i t i o n a l l y - r e s e r v e d  t o  

t h e  publ ic  s e c t o r  owing t o  t h e  d i f f i c u l t y  of charging p r i c e s  o r  because 

of t h e  l a r g e  f ixed  investment c o s t  involved. These inc lude  a g r i c u l t u r a l  

r e sea rch ,  ex tens ion  and i n f r a s t r u c t u r e ,  but  may a l s o  inc lude  marketing, 

s t o r a g e  and c r e d i t  f a c i l i t i e s .  Government p r i c i n g  p o l i c i e s  wi th  r e s p e c t  

t o  food a r e  p reva len t ,  bu t  not  always well-conceived. For in s t ance ,  

i n  many developing coun t r i e s ,  food p r i c e s  have been kept  a r t i f i c i a l l y  

low s o  t h a t  food product ion has been discouraged, and incomes and 

employment of t h e  r u r a l  poor have been depressed. A t  t h e  same time, 

however, consumption of an  important commodity has been encouraged 

wi th  favorable  e f f e c t s  on the  urban poor. I n  genera l ,  p r i c i n g  p o l i c i e s  

( inc luding  minimum wage laws) can be expected t o  have mixed e f f e c t s  

both on t h e  a l l o c a t i o n  of resources ,  and a l s o  t h e  d i s t r i b u t i o n  of 

income, e f f e c t s  which need t o  be  foreseen  and taken i n t o  account.  

I n  t h e  a r e a  of housing, development of sites and publ ic  s e r v i c e s  

f o r  low-income housing, provis ion  of c r e d i t  and m a t e r i a l s  f o r  housing 

improvements and d i r e c t  publ ic  product ion have become inc reas ing ly  

important ,  p a r t i c u l a r l y  i n  urban a r e a s .  The example of s i t e  development 

sugges ts  the  more genera l  need f o r  an  i n t e g r a t e d  approach and planning 

c a p a b i l i t y  t o  coordina te  geographical ly p o l i c i e s  having t o  do wi th  

employment, and p o l i c i e s  t h a t  a f f e c t  product ion and d i s t r i b u t i o n  of 

both p r i v a t e  goods and publ ic  se rv ices .  



The implications of a basic needs approach for the overall pattern 

of production, in particular the relative weights to agriculture versus 

industry, depend on strategies for achieving income and supply 

objectives. These strategies can be expected to vary from country to 

country. First, these weights will depend on the pattern of domestic 

production that underlies the securing of adequate supplies of core 

private commodities. Expansion of domestic food production, or of 

general agricultural production and exports to finance imports of 

food, obviously points toward an emphasis on agriculture. On the other 

hand, increased industrial exports to finance imports of food, 

expansion of construction of low-cost housing and increased production 

of manufactured intermediate inputs indicate an important role for 

industry. Secondly, the larger the portion and absolute numbers of 

poor in urban areas which employment policies aim to affect, the 

greater will be the emphasis on industry as opposed to agriculture. 

Finally, within the rural sector, where most of the poor are located 

in most countries, the emphasis on agriculture versus industry will 

reflect the particular policies implemented to achieve employment 

objectives. For instance, agrarian reform points to an emphasis on 

policies that encourage and promote agricultural productivity; efforts 

to employ the rural poor in non-farm activities may point to industry. 

The implications of the basic needs approach for investment 

priorities are similarly dependent on country-specific factors. In- 

ere& s a e k k & A g n  d bask needs rRlls far p i L u u s  . . that promote 



productive employment and ensure adequate supplies of goods and 

services that meet basic needs. The latter consideration immediately 

points to investment to ensure adequate capacity in core areas of 

food, construction of low-cost shelter, etc. It may also call for 

investment in production processes that provide material inputs and 

in activities directed towards export expansion to finance the import 

requirements for meeting supply goals in core basic needs sectors. 

Finally, investment in infrastructure to support production and 

distribution of these goods and services will also be required. 

Investment in these sectors should be in forms that promote efficient, 

labor-intensive production processes, in keeping with the employment 

objectives of the strategy. 

As demonstrated earlier (footnote 13), the expansion in productive 

activity that ensures an adequate supply of basic goods and services 

will generally not be sufficient to attain employment objectives. 

Accordingly, income objectives would call for investment in forms and 

areas that effectively promote productive employment among the poor. 

The types of policies chosen to achieve employment objectives will have 

direct implications for the pattern of investment. 

Regarding implications for investment priorities central to more 

familiar development strategies, the question is not whether a basic 

needs approach calls for more or less effort in areas of infrastructure, 

export earning capability, or industrialization. Rather the question 

is --- what kind of infrastructure, export activity, and industrialization 

in light of an expanded and refined set of objectives. A basic needs 

strategy focuses not just on the aggregate level of output, but on the 



composition and distribution of output, and particularly on employment. 

It is in terms of such objectives that rates of return to various 

programs and projects must be evaluated and the optimal pattern of 

investment determined. 

D. Public Services 

In general, not all of the goods and services essential to 

well-being will be produced privately. Theoretical considerations 

(mentioned on page 24) do not clearly point to a need for public 

production of health, education and water and sanitation facilities, 

and examples of private production in each of these spheres are readily 

apparent. Nonetheless, provision of such services frequently entails 

production and distribution under public auspices. In such cases, the 

policy implications of this element of a basic needs strategy are straight- 

forward, though novel in certain aspects compared with conventional 

health, education, and public utility policies. For instance, a 

frequently occurring problem is that facilities providing public services 

are in various respects inaccessible to the poor. This is not only a 

matter of location (reflecting the general imbalance of policy focus 

towards the central city, at the expense of outlying areas), but also 

of mis-matching of the types of services offered with the needs of the 

poor, and of insufficient information and communication. As an 

example of former, the poor probably cannot take advantage of advanced 

education, and may find traditional primary education of little use 

in terms of information and skills that are taught. As an example of 

the latter, clean water may be physically accessible, without any 



apprec ia t ion  of i t s  importance f o r  preventing d i sease .  I n  t h i s  regard ,  

t h e  emphasis on p a r t i c i p a t i o n  of t he  poor i s  p a r t i c u l a r l y  c r u c i a l  i n  

planning, s e t t i n g  up and maintaining t h e  f a c i l i t i e s  t h a t  provide 

pub l i c  s e r v i c e s .  

The provis ion  of pub l i c  s e r v i c e s  should r e f l e c t  t h e  p r i o r i t y  on 

genera t ion  of product ive employment t h a t  is  an  e s s e n t i a l  element of a 

bas ic  needs approach. The importance of appropr i a t e  technology and 

e f f i c i e n t  labor- in tens ive  production methods extends to provis ion  of 

t hese  s e r v i c e s .  Use of l o c a l  resources ,  e s p e c i a l l y  r e l a t i v e l y  unski l led  

l abor ,  t o  s e t  up and maintain t h e  s e r v i c e s  can economize on more 

expensive resources  and a l s o  he ighten  awareness and involvement of t h e  

community i n  t h e  se rv ice .  

Important interdependencies  and l inkages  among bas i c  needs goods 

and s e r v i c e s  t h a t  should be taken i n t o  account i n  genera l  a r e  p a r t i c u l a r l y  

ev ident  i n  t h e  provis ion  of publ ic  se rv ices .  For in s t ance ,  c l ean  drink- 

ing  water  and adequate d i e t s  w i l l  l e s s e n  t h e  demands on h e a l t h  s e r v i c e s .  

Educational s e r v i c e s  can impart information about t h e  importance of 
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n u t r i t i o n  and s a n i t a t i o n  i n  maintaining hea l th .  

Some of t h e  most important pol icy  i s s u e s  surrounding publ ic  

s e r v i c e s  have t o  do wi th  how these  s e r v i c e s  a r e  t o  be f inanced,  inc luding  
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both set-up c o s t s  and r ecu r ren t  c o s t s .  Xnile sorue of t nese  i s s u e s  
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belong under t h e  heading of resource  requirements  -- a t o p i c  beyond 

t h e  scope of t h e  p re sen t  paper -- a few comments should be  made, 

p a r t i c u l a r l y  s i n c e  t h e  pub l i c  s e r v i c e  component of b a s i c  needs 

f r equen t ly  r a i s e s  t h e  s p e c t e r  of s t agnan t  economies i n  which h igh  

we l f a r e  c o s t s  pe rpe tua t e  low l e v e l s  of income by reducing sav ings ,  

investment ,  and growth. 

S e t t i n g  up h e a l t h  c l i n i c s ,  schools ,  and o t h e r  p u b l i c  s e r v i c e s  -- 
i nc lud ing  both c o n s t r u c t i o n  and t r a i n i n g  of personnel  -- is  no less 

a form of  investment than  b u i l d i n g  a f a c t o r y  t h a t  produces consumer 

and/or  producer goods (say household appl iances) .  I n  each ca se ,  t h e  

investment r e p r e s e n t s  a g ros s  a d d i t i o n  t o  t h e  c a p a c i t y  of t h e  economy 

t o  produce va luab le  goods and s e r v i c e s  i n  t h e  f u t u r e .  The p r o d u c t i v i t y  

of such investment depends upon t h e  va lue  -- n e t  of v a r i a b l e  product ion  

c o s t s  ( i . e .  r e c u r r e n t  c o s t s )  -- of t h e  ensuing s t ream of ou tpu t .  I n  

t h e  c a s e  of t h e  f a c t o r y ,  p r o d u c t i v i t y  of t h e  investment would b e  

determined by t h e  n e t  market va lue  of household app l i ances  produced 

by t h e  f ac to ry .  Abs t r ac t i ng  &om problems of divergence between 

shadow and market p r i c e s ,  i t  would be  app rop r i a t e  t o  undertake t h i s  

investment i f  t h e  n e t  market va lue  of t h e  ou tput  w e r e  a n t i c i p a t e d  

t o  exceed t h e  i n t e r e s t  and amor t i za t i on  payments a s s o c i a t e d  w i th  

borrowing t o  f i nance  t h e  investment.  

I n  t h e  c a s e  of s o c i a l  s e r v i c e s ,  t h e s e  have a market va lue  a s  

i n d i c a t e d  by t h e  f a c t  t h a t  people  a r e  gene ra l l y  w i l l i n g  t o  pay f e e s  f o r  

such s e r v i c e s .  Fur ther ,  t h i s  is l i k e l y  t o  unde r s t a t e  t h e  s o c i a l  va lue  

because of t h e  mer i t o r ious  n a t u r e  of such s e r v i c e s ,  whereby consumers 

tend t o  underest imate  t h e i r  p r i v a t e  va lue ,  p a r t i c u l a r l y  wi th  r e s p e c t  



t o  t h e i r  investment components (e.g. many forms of educat ion and 
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prevent ive  h e a l t h  s e r v i c e s ) ;  and because of e x t e r n a l  b e n e f i t s  i n  

consumption, whereby one person ' s  consumption of such s e r v i c e s  may 

have p o s i t i v e  e f f e c t s  on t h e  well-being of o t h e r s .  Comparing t h e  n e t  

va lue  of output  wi th  c o s t s  of investment,  t h e r e  i s  no a p r i o r i  b a s i s  - 
f o r  concluding t h a t  expendi tures  a s soc i a t ed  wi th  bu i ld ing  a f a c t o r y  

a r e  more product ive than expendi tures  a s soc i a t ed  wi th  bu i ld ing  a 

school .  

The means f o r  f i nanc ing  investment and r e c u r r e n t  c o s t s  i n  t h e  

example of t h e  f a c t o r y  is u l t i m a t e l y  e s t a b l i s h e d  by market p r i c e s .  

I n  t h e  case  of s o c i a l  s e r v i c e s  t h e r e  a r e  s e v e r a l  non-mutually- 

exc lus ive  sources  of f i nance  t o  cover r e c u r r e n t  and investment c o s t s .  

I f  a b a s i c  needs approach is succes s fu l  i n  genera t ing  more product ive  

employment, h igher  incomes and increased  output  among t h e  poor,  then  

more resources  w i l l  be a v a i l a b l e  t o  h e l p  f inance  t h e s e  c o s t s .  An 

immediate p o s s i b i l i t y  is employment of t h e  poor i n  cons t ruc t ing  and 

adminis te r ing  t h e s e  s e r v i c e s ,  a form of " t axa t ion  i n  kind." The second 

p o s s i b i l i t y  i s  t o  gene ra t e  employment f o r  t h e  poor t h a t  i s  s u f f i c i e n t l y  

product ive  s o  t h a t  t h e  poor can a f f o r d  t o  pay d i r e c t  f e e s  t o  cover 

t h e  c o s t s  of publ ic  s e rv i ces .  However, f o r  reasons mentioned e a r l i e r ,  

such f e e s  may be counter-productive i n  terms of promoting consumption 

of e s s e n t i a l  s e r v i c e s ,  s i n c e  t h e  perceived p r i v a t e  va lue  of such s e r v i c e s  

i s  l i k e l y  t o  be l e s s  than a c t u a l  p r i v a t e  and s o c i a l  va lue .  A p r e f e r a b l e  
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a l t e r n a t i v e  may then  be  t o  d i r e c t l y  t a x  some p o r t i o n  of t h e  income o r  

ou tput  a s soc i a t ed  wi th  more product ive  employment of t h e  poor, and 

then use  t he se  revenues t o  f i n a w e  s e r v i c e s  de l ive red  a t  f e e s  t h a t  a r e  

correspondingly less than  c o s t s .  

These p o s s i b i l i t i e s  a r e  based on s imultaneous expansion of earned 

income among t h e  poor,  and product ion and d i s t r i b u t i o n  of e s s e n t i a l  

pub l i c  s e r v i c e s .  To t h e  e x t e n t  t h a t  b a s i c  needs p o l i c i e s  do no t  

i n i t i a l l y  r a i s e  earned income of t h e  poor,  then t h e  scope f o r  f i nanc ing  

expanded product ion and d i s t r i b u t i o n  of s o c i a l  s e r v i c e s  w i l l  depend on 

t h e  e x t e n t  t o  which t h e  e x i s t i n g  p a t t e r n  of pub l i c  expendi tures  can b e  

changed (e.g. from m i l i t a r y  expendi tures  t o  h e a l t h  expendi tures ,  o r  

w i t h i n  h e a l t h  towards d e l i v e r y  systems t h a t  a r e  more respons ive  t o  
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b a s i c  h e a l t h  needs),and/or on t h e  e x t e n t  t o  which new revenues can b e  

genera ted  (through increased  f e e s  and t a x e s  paid by t h e  non-poor). 

A s  bo th  of t h e s e  op t ions  a r e  e s s e n t i a l l y  r e d i s t r i b u t i v e ,  they could be  

p o l i t i c a l l y  q u i t e  d i f f i c u l t .  Accordingly, an important  bnd d i f f i c u l t )  

t a s k  i s  t o  coo rd ina t e  t h e  pace of expansion i n  supply of  e s s e n t i a l  

goods and s e r v i c e s  w i th  t h e  r a t e  of i n c r e a s e  i n  income and employment. 

The framework e l abo ra t ed  e a r l i e r  i n  t h i s  paper i s  designed t o  f a c i l i t a t e  

t h i s  t a sk .  
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111. The I m p l i c a t i o n s  of a Bas ic  Human Needs Approach For Growth 
Ra tes  o f  GNP 

The d i s c u s s i o n  s o  f a r  h a s  been concerned w i t h  ways i n  which 

growth o f  income, o u t p u t  and employment s e r v e  t h e  purpose  of mee t ing  

b a s i c  needs .  I n s o f a r  as growth i s  n o t  an end i n  i t s e l f ,  b u t  r a t h e r  a 

means f o r  a c h i e v i n g  more u l t i m a t e  o b j e c t i v e s ,  t h i s  p e r s p e c t i v e  was 

a p p r o p r i a t e .  None the less ,  i t  i s  of  i n t e r e s t  t o  t u r n  t h e  q u e s t i o n  around 

and a s k  how a b a s i c  human needs  approach w i l l  serve t h e  purposes  of 

a c h i e v i n g  h igh  r a t e s  o f  growth i n  GNP. T h i s  q u e s t i o n  c a n  b e  a d d r e s s e d  

by l o o k i n g  a t  v a r i o u s  s o u r c e s  of growth and a s k i n g  how a BHN approach 

would work th rough  each of t h e s e  c h a n n e l s .  These s o u r c e s  of growth 

i n c l u d e  i n c r e a s e s  i n  s t o c k s  of p r o d u c t i v e  r e s o u r c e s  i n  t h e  economy, 

i n c r e a s e s  i n  t h e  economic e f f i c i e n c y  w i t h  which t h e s e  r e s o u r c e s  are 

employed, and t e c h n o l o g i c a l  change.  

Regarding i n c r e a s e s  i n  s t o c k s  of p r o d u c t i v e  r e s o u r c e s ,  t h e  

immediate ly  a p p a r e n t  s o u r c e  of growth is s a v i n g s  and inves tment ,  which 

l e a d  t o  i n c r e a s e s  i n  t h e  p h y s i c a l  c a p i t a l  s t o c k .  Two broad c o n s i d e r a t i o n s  

h e l p  de te rmine  d e c i s i o n s  a b o u t  s a v i n g s  and inves tment .  F i r s t ,  how much 

more consumption i n  t h e  f u t u r e  i s  a f f o r d e d  by f o r e g o i n g  one u n i t  o f  

consumption now, i .e. how p r o d u c t i v e  is inves tment?  While many 

f a c t o r s  a f f e c t  t h e  p r o d u c t i v i t y  o f  inves tment ,  t h i s  is e s s e n t i a l l y  

a  t e c h n i c a l  q u e s t i o n .  The second c o n s i d e r a t i o n  is s u b j e c t i v e ,  namely, 

how impor tan t  i s  consumption now compared w i t h  consumption i n  t h e  

f u t u r e ,  i .e .  t h e  r a t e  of t i m e  p r e f e r e n c e ?  A s t a r v i n g  man f a c e d  w i t h  

t h e  two p o s s i b i l i t i e s  of one l o a f  of b read  now and one l o a f  l a t e r ,  



o r  no loaves now and four  l a t e r  w i l l  tend t o  p ick  t h e  f i r s t ,  however, 

a t t r a c t i v e  the  second on t echn ica l  grounds. 

The l a t t e r  cons idera t ion  sugges ts  t h a t  a BHN approach w i l l  tend 
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t o  lower t h e  aggregate domestic savings  r a t e  s i n c e  t h e  r a t e  of time 

preference  -- t h e  f u t u r e  r e t u r n  necessary t o  induce a person t o  forego 

one u n i t  of consumption now -- is l i k e l y  t o  be h igher  among poor people, 

who by d e f i n i t i o n  a r e  not  consuming enough t o  meet b a s i c  needs. 

According t o  t h i s  l i n e  of reasoning,  tak ing  t h e  needs of t hese  people 

more i n t o  account w i l l  r e s u l t  i n  h igher  cu r ren t  consumption and lower 

rates of savings and investment,  leading  t o  l e s s  growth i n  GNP. The 

conclusion reached is  t h a t  a BHN approach i s  unadvisable f o r  coun t r i e s  

s e r i o u s l y  concerned about economic development. 

There a r e  a t  l e a s t  t h r e e  c r i t i c a l  ques t ions  t h a t  need t o  be answered 

be fo re  t h i s  l i n e  of reasoning can be accepted. F i r s t ,  w i l l  t h e  r a t e s  of 

domestic savings and investment a c t u a l l y  dec l ine?  Secondly, w i l l  t h e  

GNP growth r a t e  dec l ine?  Thirdly,  does a lower r a t e  of growth imply 

t h a t  a BHN approach i s  con t ra ry  t o  developmental i n t e r e s t s ?  The answer 

t o  t h e  f i r s t  ques t ion  i s  q u i t e  uncer ta in ,  and depends on s e v e r a l  

cons idera t ions .  F i r s t  of a l l ,  considering provis ion  of b a s i c  goods 

and s e r v i c e s  a s  e s s e n t i a l l y  a mat te r  of consumption, t h e  e f f e c t  on 

aggregate r a t e s  of savings  and investment of meeting b a s i c  needs 

depends on t h e  ex ten t  t o  which consumption r a t h e r  than income i s  

r e d i s t r i b u t e d .  A s  an extreme case ,  i f  a l l  of t h e  inc rease  i n  

consumption of t h e  poor came a t  t h e  expense of consumption (but  no t  
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sav ings )  of t h e  non-poor, then  t h e  sav ings  r a t e  wou1.d n o t  d e c l i n e .  

To some e x t e n t  t h i s  can be achieved i f  c u r r e n t  expend i tu re s  on p u b l i c  

s e r v i c e s  a r e  re -or ien ted  r a t h e r  than  expanded, f o r  i n s t a n c e ,  towards 

s e r v i c e s  provided by r u r a l  c l i n i c s ,  pr imary schoo l s ,  and c e n t r a l  water 

t a p s  and away from p u b l i c  expend i tu re s  t h a t  tend t o  correspond t o  
32/ - 

non-es sen t i a l  consumption of t h e  non-poor. Also,  po l i cy  in s t rumen t s  

such a s  i n t e r e s t  rates and consumption t a x e s  can be  used t o  i n c r e a s e  

i n c e n t i v e s  (or  reduce d i s i n c e n t i v e s )  t o  save ,  and thereby  a f f e c t  sav ings  

p r o p e n s i t i e s .  

Fu r the r ,  a  more c a r e f u l  a n a l y s i s  of what c o n s t i t u t e s  s av ings  and 

investment  i n d i c a t e s  t h a t  much of t h e  expend i tu re s  t h a t  might be 

a s s o c i a t e d  w i t h  a BHN approach a c t u a l l y  r e p r e s e n t  investment .  A 

s u b s t a n t i a l  p a r t  of t h e  "cur ren t"  expend i tu re s  on h e a l t h ,  educa t ion  

and improved d i e t s  w i l l  r e s u l t  i n  i n c r e a s e s  i n  t h e  s t o c k  of p roduc t ive  

a s s e t s  a v a i l a b l e  t o  t h e  economy, i . e .  l a b o r . ,  Such i n c r e a s e s  are essen-  

t i a l l y  investment ,  t h e  p r o d u c t i v i t y  of t h i s  investment  depending c r u c i a l l y  

on how e f f e c t i v e l y  l a b o r  can be  employed. Fu r the r ,  expend i tu re s  on 

housing and water  and s a n i t a t i o n  f a c i l i t i e s  r e p r e s e n t  i n c r e a s e s  i n  t h e  

p h y s i c a l  c a p i t a l  s t o c k ,  s i n c e  t h e s e  expend i tu re s  produce du rab le  a s s e t s  

t h a t  y i e l d  s e r v i c e s  on i n t o  t h e  f u t u r e .  Inc reases  i n  incomes of t h e  

poor t h a t  a r e  a l l o c a t e d  t o  t h e s e  types  of expend i tu re s  a r e  more 

a c c u r a t e l y  c l a s s i f i e d  as investment  and sav ings  than  consumption. 
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Finally, while a skewed income distribution may result in a 

higher recorded savings rate, these savings are not necessarily trans- 

lated into productive domestic investment. Wealthy savers may instead 

invest in financial or physical assets abroad, or else in speculative 

domestic land transactions. Such "investment" yields little or no 

return to the domestic economy in terms of increasing the stock of 

productive resources. Accordingly, a decline in the savings rate 

would not entail a concomitant decline in the rate of productive 
33/ - 

domestic investment. 

Suppose, however, that rates of savings and investment properly 

measured do decline. Will this result in a lower rate of growth? In 

an economy operating at full employment, with resources efficiently 

allocated, the answer would tend to be yes. However, developing 

countries are generally characterized by underutilization of labor 

and misallocation of resources. A basic human needs approach that 

aims at increasing the income of the poor by generating productive 

employment will tend to use both labor and capital more effectively, 

in sectors and processes more appropriate to the factor endowments of 

developing countries. To the extent that a BHN approach results in 

more effective and more complete utilization of resources, particularly 

labor, the result will be significant increases in GNP. This growth 

could even come about without any net increase in capital, insofar as 
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t h e  economy is using e x i s t i n g  supp l i e s  of l abor ,  c a p i t a l ,  and land 
34 I - 

more e f f e c t i v e l y .  

The e s s e n t i a l  p o i n t  is t h a t  an  inc rease  i n  t h e  phys ica l  c a p i t a l  

s tock  is only one of s e v e r a l  poss ib l e  sources  of growth. .Other sources 

inc lude  increases  i n  the  q u a n t i t y  and q u a l i t y  of o t h e r  f a c t o r s  of 

product ion ( labor  and human c a p i t a l ,  l and)  and improvements i n  t e c h n i c a l  

and economic e f f i c i e n c y  wi th  which these  resources  a r e  employed. A 

BHN approach emphasizing more e f f e c t i v e  employment of l abor  i s  commend- 

a b l e  not  j u s t  from t h e  s tandpoin t  of equ i ty ,  but  a l s o  e f f i c i e n c y .  Such 

an approach, i f  success fu l  i n  improving resource  a l l o c a t i o n ,  w i l l  tend 

t o  genera te  inc reases  i n  GNP. 

Furthermore, l e v e l s  of savings and investment may then inc rease ,  

even. i f  r a t e s  of savings and investment were t o  dec l ine .  The ga ins  i n  

e f f i c i e n c y  and output  suggest  t h a t  t he  r a t e s  w i l l  b e  appl ied  t o  a 

l a r g e r  l e v e l  of income. The r e s u l t  of t hese  two f a c t o r s  could be 

h igher ,  lower, o r  equal  l e v e l s  of savings and investment.  

So f a r ,  i t  has  been argued t h a t  a BHN approach may o r  may not  

r e s u l t  i n  dec l ines  i n  r a t e s  of savings  and investment; t h a t  even i f  

t h e r e  a r e  dec l ines  i n  these  r a t e s ,  t h e  e f f e c t s  on growth w i l l  nonethe less  

tend t o  be o f f s e t  by b e t t e r  u t i l i z a t i o n  of l abor ;  and t h a t  t h i s  l a t t e r  

impetus t o  growth may be  so  g r e a t  a s  t o  genera te  comparably high l e v e l s  

of investment and savings even i f  t h e  r a t e s  do dec l ine .  
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Hans Singer,  i n  an address  t o  t h e  I n t e r n a t i o n a l  Development 
Conference i n  February 1978 est imated t h a t  c u r r e n t  under- 
u t i l i z a t i o n  of l abor  i n  developing coun t r i e s  amounts t o  an 
unemployment r a t e  of 25 percent .  



A final source of growth -- technological change -- needs to be 
considered. It may be that technical progress is most rapid in 

those sectors and processes that are capital-intensive -- those 

least suited to the factor endowments of developing countries. In 

this case thez~may be a conflict between static efficiency considera- 

tions, which point to expansion of production in labor-intensive sectors, 

and dynamic considerations that point to the opposite pattern of 

expansion. On the otherhand, it may be that possibilities for rapid 

technical progress simply have not been exploited in labor-intensive 

processes, because there have not been sufficient priorities or 

incentives with respect to better utilization of labor. 

Suppose, however, that with all things considered -- savings, 

investment, employment and technological change -- a developing economy 

will grow faster following a capital-intensive pattern of growth than 

a labor-intensive pattern ofgrowth that enables people to meet basic 

needs. Opting for the higher rate of growth will tend to result in a 

more skewed distribution of income, a high degree of underutilization 

of labor, a pattern of production ill-sgited to meeting basic needs, 

and, consequently, a pattern of growth with little direct impact in 

terms of reducing poverty. Furthermore, the political structure that 

would accompany such a concentrated pattern of growth would not likely 

generate fiscal mechanisms (e.g. taxes and transfers) that would redis- 

tribute the benefits of growth to the poor. At this point one would 

have to question the benefits of a higher rate of growth, and ask 

why indeed is more rapid growth important. 



Conclusion 

This paper has attempted to represent the basic needs approach as 

a sound organizing framework for development planning. The crucial 

premise is that the development process should provide for sustainable 

improvements over time in the well-being of those currently too poor 

to satisfy their basic human needs. The basic needs approach establishes 

explicit links between this objective, and more tangible objectives 

having to do with employment and income among the poor, and production 

and supply of essential goods and services. These objectives can be 

systematically linked to some general types of policies that are on the 

whole quite familiar. There is no presumption that all of these policies 

would be appropriate in all countries, but rather that any country 

concerned with satisfying basic needs on a sustainable basis could 

identify some subset of these policies that would be both effective and 

appropriate given its particular political and economic circumstances. 

This specific set of policies would in turn have implications for 

various measures that donors could undertake in support of developing 

country efforts to meet basic human needs. 

A necessary, but not sufficient, condition for meeting basic 

needs in most developing countries is substantial growth in output and 

income. However, achieving basic needs objectives depends crucially 

on the pattern of growth in terms of the composition of increases in 

output and the distribution of increases in income. The BHN approach 

provides explicit criteria by which to evaluate alternative patterns 

of growth, according to their contributions to increased and more 

productive employment, and to adequate production and supply of 

essential goods and services. 
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