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1. It will be recalled that the Economic and Employment Commission has
asked the Secretariat to inltiate a study on the comparative analysis
of the patterns of industrislization in the developed nations, to serve
as an 2id for orientation in the formuletion of programmes of economic
development. (Document E/CN.1/Sub.3/2).

2. At its first session, the Sub-Commission on Economic Development
observed that:

"The Sub-Commission notes that the Secretariat has already been
instructed to undertake studies of the patterns of industrilalization
that have developed under differing economic conditions, The terms of
reference of the Sub-Commission call for a study of the effects of
industrialization and changes of a technological order upon the world
economic gituation. It is the feeling of the Sub-Commission that
the Secretariat should examine the feasibility of such & study and
communicate a preliminary plan to the Sub-Commission before the next
session." (Part VIII of document E/CN,.1/47).

3. The Secretariat considers that studles of this type should be
undertaken by arrangements with outside or-snizations, Accordingly,
arrengements were made with Dr, Simon Kuznetss to prepare, in consultation
with the Secretariat, am ocutline for comprehensive study of the patterns
of industrialization.

% This outline was prepared by Dr. Kuznets in his personal capacity.
Dr. Kuznets is a Dirsctor of Research of the National Bureau of
Economic Research, Professor of Economics of the University of

e popngylvania, Fellow of the American Statistical Association and of

' {the Hcanometri¢ Society, and past vice-president of the American
Economic Association,
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¥, The attached outline was prepared by Dr, Kuznets in accordance

with the foregoing arrangement. It is submitted for the consideration
of the Sub-Commission, so that the comments and suggestions of the
Sub-Commission members may be taken into account in the final preparation
of & plan of study. It is anticipated that, when the plan of study is
completed, steps will be taken-to enlist the co-operation and resources
of competent public and private,&uthoritieé and‘inétitutions in:varidus

parts of the world to conduct studies glong'the lines outlined.

- /AN OUTLTIE
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PATTECNS OF INDUSTRIALIZATION TN SELECTED COUNTRIES
Part A, General Considerations
I. Scovme of the Industrialization Process
For preseﬁt purposes, industrialization is deflned as a sustalined

increase of the proportion of sectors othor than agriculture in the
nationalﬁeconomy, éccompanied by a marked rise in total and per capita
ouﬁput and associated with growing application of modern technology.
This definition 1g wide enough to include the diversity of industrial
sectors that may lead in the grovth avay from dominence of agriculture;
and narrow enough'to exclude cases of growth in total output not
associated with increaesing diversification of the country's productive
system or with wideﬁing’application of technology based on experimental
science. '

All definitions grasp the cognitive characteristics of the given
phenomenon that serve to set its boundaries and distinguish it from others:
they cannot describe the phenomencn in its full complexity., In this
respect, the definition just given is no dif crent from others: it
stressges tﬁe surfece features of industrialization that can be clearly
noted with the help of economic statistics, but conveys mo hint of the wide
ramifications and complexity of the process in all its effects upon
the social and economic life of a country. A clear account of industrializetic
in its full complexity and wilth all its ramifications should be the
end-product of the study, and obviously camnot be sought for in the initial
stage of plamning. Nevertheless, 1t 1s necessary to go beyond the formal
definitlon and formulete some nreliminary notions of the process of
industrialization as tentative guides: without these the study will be
blind groping in a dark, vast area.

One may start by taking the potentialities of industrialization provided
by application of modern techmology as & given datum; and accept these
potentialities at any given time as theoretically available to any country.
The industrialization process may then be viewed as one in which g country
avails itsel” of thesc potentialities in order to inctrsase its oubout. In the
process of such increase, there will inevitebly be a movement away from
agriculture, since lwman wants are satisfied with a progressively
smaller share of agricultural products as the standard of living increases.

Whether or not the sequence just sugge:*ed is accepted is not
important; the important element is the recognition that industrialization

[is a process
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is e process of soclal and ecconomic adaptatlion to potentialltles present
in human kaowledge and experimentel scilence, This emphasizes the economic
and socizl rather than the pursly technological aspects of the process.
We do not wish to imply that growth of experimental science and of 1ts
application in modern technclogy is nct in 1luself a soclal process, in
turn affected by the extent to which living societiss manage to adapt
themselves to alreddy exlgting vecnnological potentialities, But in
the general inter-relation of sociul phenomena, one has to cut in at some
link and start by essuming cne as glven, It seems most fruitful to do so
ﬁith'respedtito the strck of technologlcal knowledge. The study of
‘patteins of industrielization will then be guided by the followlng dbable
question: vhat were the economic and social factors that produced, in &
‘variety of countries, relatively successful adaptations that permitted
the exploitation of potentialities residing in the stock of tecanslogical
knowledge? ' ' e

The adapﬁation of the economic and soclal system to technologlcal
potentialities is obviously not a simple, c-5 stage process, It exhibits
sequences and stages of 1ts own. For example, the teclinological
potentialities of steel:production'may, in the first turn, result in the
setting up of a few steel plants, and thus modify the country's industrial
structure, But the steel industry lmposes certain patterns of life upon
the population engeged in it, which may in their turn result in'a
modification of the general pattern of social life, Thus, Just as the
effects of technological change radiate along the network of economic
relations, from the steel industry to all other industries with which it
shares resources or for which it provides 1ndustrial,materials;PsaAwiil the
cérollary gocial effects (class structure of populaetion, wrbanization,
etc.) radiate along the network of soclal relations.: Apd these effects
in turn will determine the economic and social conditions under which
edaptation to some other potentialities of modern technology will
subsequently be made, ‘ ‘ ‘ o

If, in this‘approach to the process of industrialization, the -
possibilities” in the fileld of modern technology constitute one important
datum, the other 1s the economic.and social framework of the country, The
impact of industrialization is not upon a tabula répar .. 1t is upon a -
country that has already lived for some time, with a long background.
of past history and a full heritage of intrenched economic and social
institutions. No country is born industrialiéed: ‘disregording cases of
political splits: of already existing national units, all countries are
born agricultural. But this simple fact means that in every process of

/industrializatiqn
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industrialization %Wuere is an element of re-adaptation o) already existing
~economic and gocial institutions for the pucrpose of taxing advantage of
potentialities in the field of modern technology. Even in the so-called
. young ccumtries the populatlon groups are the. living carriers of such
historical heritage, brought over from the older countries from whiéh
they migrated. Full understanding of the process ofiindustrialization
1s impossible without an account of economic and soclal inétitutions in
the countyy at the time the procouss begius; and without tracing the
long~term effects of the historical heritage through the decades bf,.
industrialization as the latter develops. .
- To this interplay between- potentialities of modern technology, along
with the economlc and soclal adjustments required by their exfloltation,
- and -the historical heritage of the country at the time it meets the
“impact of industrialization, a third element must be added: the_uomplex
. of natural resources, Neither modsen techuology, nor the human ?opulation
that uses it can operete wilthout the framework of nature and of 1ts
resources for most of which humen labour end sXxill cannot substitute. While
historically they are a more stable factor thau elther technology or
economic and social 1nstitutioms, the distribution of thelr supply emong
several countries of tie world is uneven. Obvlously, such an uneven
digtribution is of importance in explain ng tlm le8*81tJ of 1ndustrializatio;
experience, diversity beyond that acﬁoungable for by dlffe;eﬁoes in ths
historical heritage of national institutions. S ‘
From these few suggestions as to .the scope and complex1ty of the
industrialization process, tiree conssque nces for the planning of the
-study follow, The first ie that the study cannot be limited to the
‘superficial characteristics ofvﬁhe,industr;alization,proceés,rto Tmeasures
- of growth of output and its diversification awayAfrom“agricultﬁre.4‘It
‘must go beyond, into the related adjustments 1p the country's econbmy
by way of changes 1n the stock and characteristics of productive
resources; mejor shifts in the organizational structure of the economy,
trends in the dispositlon of the country's total output; changlngz_;
relations between the-given economy and the rest of the,#prl&. It must
eventually take cognizance- of the adaptations=made in the sociel and
political institutions of the country, which are the basic framework
within which economlc processes occur and which both determine and  are
in turn determined by these processes., The study must visualize the
industrialization process mot only as an economic .change but as a -change
~inmsocial life at large; and if, for practical rsasans,lthe investigatlons
~ undertaken fall short of this wilde scope, the llmitatlons must be made with
' /full
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full recognition of thair sigrificance in relation to this ideal,

The second conclusion follows from the diversity of both the
natural resovrces and historical heritege of the national units already
entered upon the process of industrialization. Thils process, as defined
here, is a recent phenomenon cbserved in the last two centuries. Its
impact found a variety of countries, both old and young, large and small,
ecuipped with difrerent stocks of natural v >urces and living in
eccnomic epd social conditions that obstructed as well as induced
industrialization in different ways, A study of this process that is
to serve useful purposes must take adequate cognizance of such diversity
among the several ccuntries with respect to their initial and persisting
stock of paturel resources and historical institutions.

If the two conclusions Just formmlated call for a study of wide
scops, a third may be sugpested that would narrow the range of problems
to be investigated., It 1s to accept the stock of technological knowledge
besed on experimental science as a datum, rather than as a result of a

- process to be studied. This conclusion ls suggested in full recognition
of the fact thet accretlons to stock of modern technological knowledge
are a cruclal lever in the whole process of Industriaslization; and that
progress in science end technological knowledge 1s & soclal process
greatly affected by the eccnomic and institutionel framework of society.
But the exploration of this area 1s extremely difficult, for 1t would |
call for a study of the various connecting links between the process of
discovery in the theoretical realm of eryrerimental sclence and the
process of invention; between the latter and the selection of some
inventions for extensive use; and betwsen sr~h extensive use and
cumulative technical improvements, To push the lnguiry in thsse ,
directions would be extremely useful in the long run: 1t would desl
vith the basic fectors common to industrialization wherever and whenever
it occurs. But in the short run 1t would divert our attention frem the
diversity of induatrialization responses and the study of the fesctors
in the social and economic structure of nations that make for different
responses to & world-wide common pool of scientific and technological
knowledge, It 1s suggested therefore thet the account of basic changes
in the progress of‘experimental sclence and modern technology be used
6hly as a background of common informetion; but that es a necessary
limitation upon the study, no attempt be made to deal with the factors
that pfodnoe the flow of discoveries in experimental science and that
determine the application of these discoveries to technology vie

inventions.
/II. Qutline
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IX. Outline of the Study

In an inguiry of the scope suggested above, the most obvious
approach is to select counuvries with diverse experience in industrialization,
and study within each the course end pattern of industrialization in its
fullest rawifications. Tnis country-dby-country approach offers two major
advantages, The first lies in the double emphasis on the time pattern
of development wilthin each country and on the inter-relatlons of various
aspects of industrialization within thie country's framework, Both elements
are imporvant in understanding Ilndustrialization as a process that, once
initiated, tends to exhlbit persistent trends; and ¢ae the various aspects
of which are inter-related in ways that must be carelully studied - for
disregarding them may result in m.licy decisions with unexpectzd and
unpleasant boomerang effects, The second advantage of the country-by-country
approach lies in the fact that most available data have been assembled and
mest analytical studies have been mede for separate countries, rather than
on a treans-natlional basis; and, more impcriant, that the scholarly resources
- available in the field are largely elong the lines of knowledge and
familierity with each scholaris own coﬁntry. As a result, mobilizatlon
of deta, analysis and scholarly resources could more expeditiously be
attempted in the country-by-country than in any dther approach,
The annotated outline in Part B of this document attempts to group
the many aspects and elements of an lodustrialization of a country around
gix major questions: (1) what has been the precige industrial composition
of the indugtrialization prdcess, as it affected and was manifested in the
growth of total output, increase in the labour force, and accumulation of
capital? {2) dow was the labour force found and adjusted to man
efficiently the more elaborafe productive system that grew up in the
" process of industrialization? How were the requisite material means of
"production obtained, the means beilng noh-reproducible or reproducible
capitel of various_desbription securable either from within the economy
or from abroad? (4) How waé expension fine: .2d, with particular reference
to the source of savings that financed accumulation of capital and the
mechanisms that were evolved both to mobilize savings and to direct tham
into the proper -inwestment éhannels? (5) How was the increased product
of the economy disposed of, either to the individuals and households who
comprise the country's ultimate cohsumers, to business enterprlses in the
way of addition to their capital, to the government for various uses, or
to foreign countries in the way of expofts of commodlties and services?
(6) Who were the active agents of industrialization, the carriers of

technological change and the spearheads 1n the institutiofial and economic

[oreaks
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breaks that were the indispensable prerejulsite and accompanimsnt of
the industrialization process, and what was thelr role in the conflicts
that the impact of industrialization created within the country? Under
each of these broad questions, which delineate the major parts of the
outline, there are several sectlons intended to spell out in eomewhat
greater detail the topics that are to be covered.

Three comments might facilitate proper Judgment of the outline,
First, the nature and sequence of the major - iestlons around which we
have chosen to centre the inguiry and group the narrower toplcs that should
be covered, represent a cholce among a variety of others, and it is not
clalmed here that they are the only possible choice. The cutline might
have been grouped along the sequence of en economy's industrial sectors,
ranging from the extractive induetries at one end to the service
industries and goverament at the other; or it might have started with the
finished output of the eccnomy classifiel by destination, and then werk
back to its origin in the productive sysﬁem. As they are concelved
here, the major questions and thelr sequence do seem to us to be the
most effective way of approaohing a gtudy of the complex and ramified
process of industrialization; yet this does not bar modifications in
sequence and in formulatlion of some toplcs or sectors. But we do wish
to emphasize that in any consideration of alternatives, the basic
characterigtics of the present outline, the wide scope of ite coverage,
be left unimpaired. One must guard particularly against basing the
ingquiry upon prechc@iveé notions of scme few strateglc factors that may
peem the key to the industrialization process, and then confining the
study to assembly of evidence limited to these strateglc factors with
the danger of overlooking both factors sugg-:ted by alternative theories
and the wide remifications of the process ltself,

Second, the outline given here 1s incomplete in that for each
major heading and sub-heading only the barest hint 1s glven of what
is desired, what data and evidence are sought for and how they are
to be orgenized and analyzed. The outline is thus & series of hints
and guideposts, not & detalled and tested map to be followed with
comparative ease provided the date ere avallable, This sketchiness
is partly e matter of design, partly & matter of necessity. It is
r‘inientional in that 1t would be presumptuous to confront investigators
in the several countries with a specific set of directions that mey
well provide a poor gulde to the data and institutionel arrangements
-peculiar to that country., Desirable as 1t 1s to secure a body of
evidence organized and analyzed along strictly parallel lines for

/each
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each of ths countries covered, we must essume in edvence that the variety
of data aud difiuring relabive inpoitance of variovs sechors and
institotlons would make such a result wmaitalnable; or 1f attained,
misleadivg. It seemed praferable to provide only hroad izdizatiors,
sufficiewsly epecific bo suggest to competent studsnts what is walhed
vwhile leavipg to them the necessary disureliion, Swuch a course is also
unz7oidebie; no single person, laeat of ell the author of the outline,
can ciaim sufficient knowledge of the vaet field coversd by the study
to be able %o frame hthe various questions with ihe nacessary specirfic
detail.

Taird, 1t follows from both the scope of the outline and from its
unavoidablie sksichiness that a wide field o° discretion is left o
the scholars undertaking the investigation feor each cownbry, Tais
discration would Lake larzely the Porm of seleéting a3d combining
waakover available data are gererally apvropriabe to the various asuacls
of industrieliizatbion distinguisisd in the ouSiine; and of pusilag the
investigation more thoveughiy in one divection or another according
to Ites importence and the »romise of avallable data, Such wide
discretlon is irevitable., But it also m:ans 1o assure results
sufficilenily comparabie both as to the scope of coverage and levels of
acceptability, recuires some efforhts abt essisting the scholars by
providing guides for selection, and possitly continuous advice fiom
some central so»urce that would accept such general rvssponsibility for
the inguiry as is compatible with ths fossdom and intereshs of scholers
in the several coumtries, These matters are dlscussed briefly below;
but the evectual working out of the most efficispi arrangement will
be accomplisbed by trial and error in the early phases of the inguiry,
once it gets wmder way.

III, Cowatries and Periods Cover=d

1. Selestion of Countries

Tdeally, the study oublined here should cover each and every country
that has at all eatered the prociss of indcstrialization; no maticr to
vhat extent. Such a maximum programze would sssure coverage of the full
diversity of industrialization ezpsrience in the world, and would avoid
the danger of missing some special cases, ilneviteblis if even a single
country fails to be covered since each courtry reveals sone features of
the nrocess peculiar to itself,

Tor obvions reasons such a maximum programme ig not feasible, at
least not in the near future. Instead, we must limit our selecilon,
teliing care that the countries chosen for study shouid, in so Par
as possible, represent full diversity of conditions preceding

| ' /industrialization
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indugiriciizetion as well as ths variaty of experience wilh reapsct to
industrielizetion proper, Many criteria of selection can he suggested:
size of the cownbry; densily of population; eveilabiliity of natural
resowsces; aze of tns country; histerical period in which the
industrislization process began; degree of ecomdmic develomment end
progress of industrialization; extent of predominence of indugtry in -
the adranced stage of develovment; depeudence upcn forelgn trade;
political ztatus (independence or colonial status); extont of govermmant
iavervention in economic life,

Oe the tasis of these criteria, the fol owing list of countries

2]
g
o'

e suggested: Great Britain; CGermany; France; Belgiwm; Sweden;
Swiszertand; Dermark; Ireland; United Statss; Canada; Australis;
New Zealand; Japau; China; India; Netherlands East Indles; one or
he Unlon of Soviet Socialist Rspublics. 'fais list is insvitebly
teutative, Iinal selection will densnd upon interest within *hre
countries and availabiiity of scholars; exploration asg to ths adequacy
of datz; and further ciwaky e we Bue slgilficaace 3f the fudivicaal
couantry's exparience to the whole inquiny.

It wiil be noted that the suggested selaction includes, on the
one hand, comirles that heve bsan higidy industrialized since loxng,
and; on the other, countries that are still in the early stages of
industirialization ox in which the process of irnfustrialiization i1s at its
very inceptioa, Countiries of the latter class cannot be expascted, of
course; to cffer the same wsalth of experience to be drawn upon as can
the industrialized countries. DNevexrtheless, their inclusion would be
helpful, since thelr experience, even though limited in time, might afford
indications with regard to obstacles and bottlenecks encountered, to
methods of overcoming and eliminating them, cad to the degfee of success
or fallure, that would be directly relevant to present-day provlems of
ecoromic development and industrialization cf under-developad countries
in general. Morzover, it is possible that depoundeble informaiion
relating to early stagss of industrialization might prove more readily
obtainable from the experience of these under-indusitrielized cowtrles,
precisely because it is of recent date, than from the early historical
experience of countries that are now nuck mors advanced induétrially.
2.  Peyisd Covered. |

Ideally, tae study for each country should cover the full period from
the begimming of industrialization to the present (or in some cases, where
the recent war had devastating effects, to the end of 1930's), But such
[en ideal
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an 13zal cncounters filrgt; the difficulty of estadblishing the rough date
at which induslrialization began; and secoad, the increasing scarcity of
data as the investigation is pushed Purther back in time.

dow thess Alfficultles are to be resolved is s yueshion that can be
anavered Tor oach country senarately; in L light of the Ioyliedge
pogsessed by the iInvestigators, o general’anamar can be given hera.
Cae can sitresms, howsver, the Importarce of covering as much of the loag-term
peribd of industrialization as possible, since only thean can the course
over sime and the paltern of successive phases be discerned. It 1s also
appareat that the period will differ from country to country, since
each courtry entered the process of infustrlalization at different
tines fvom late eighteenth and through thie tiweniieth centurias, VWhersas
for Great Britain the starting point should be 1770-80 and ths minimum
pericd of coversge should begin not later than 1830, the rscord for the
Uaited States shouwld begin, if pozsible; in 1830 and the minimum peviod
extend back at leest to 1870, For every country included in the study,
bota the idszal and the minimm period of coverage will have to be set;
so that it is c¢leaw in advance vhether the minimun period can in fact
be covered, and to guide the investigator in his efforts to plece out
existing information,

IV, Selection in Coverage Vithin the Countuy

There are few, if any, countries in which the avallable data are
sufficient to cover adequately aoll asvects of industrialization notéa in
the outline - for the long perilods congider tion of vhich is iIndispensable
if‘the course of industrialization and its basic patterns are to be
cleerdy discerned. This is certainly true of quantitative data, And
even if one assumes existence of couplete records of non-quantitative
evidence on the several ashects of institutions and policies invelved in
the industrialization process, the sheer megnitude and complexity of such
materials would make the task of digtilling from them the basic'conclusions
called for in the outliﬁe one of preat difficulty. To undertake the study
for any sincle country with the intentioa of covéring completely and
thoroughly all aspects of industrialization distinguished in the outline
would be to doom the undertaling from the start to certaln failure.

If selection is umavoidable, it is better to face it and consider
bhow it can be done with least damage to the valus of the results. General
sugge?tioﬁs alone canrbe'provided at this Juncture; more specific
congideration would be possible only in cormection with the study for any
specific country, and in consultation with the scholars encaged upon the
task, '

‘ /The first
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Tae Lfixgt and most obvious sussestisn 1z that belance must be
retalned in eny selection, in the seace that concentration on any
single section or part of the ocutline chov? | nect be at the expense of
slighting othsrs., The need for & comprehensive and roundsd view is
paramcwd, In so far as possible, the szlected date and analysis should
atiampt to cover all the facets and asnec%s &f the Indystprialization
process without barring the sinking of deeper shalis into ons or the
other sector cf the economy, if availatle evidence and notential yleld

“Becond, 1t is clsar that the undertaking must rely heavily upon
already available data and studies. To attenpt to gather new dats,
via field investigations, samoles, ete., would add to the buwrdsns of
the task beyoad the time and other resources likely to be available.
In the case of statistical data, this means relying upon basic series
or synthesig of those already availlable in ths economic literature of
the cowntry. For non-quantitative daté, monographic gtudies and
organlzed cssemblies of the raw materiaels would be the chiel sources.\
This suggestion cannst be treated as a hard and fast rule, If the
available data can, with a little effort, be co&werted into moxe
meeningiul totals and swamaeries, this effort is obv1ously warranted;
A1l that is urged here is %hat, if the study is o sbay within the
limits of fessibility, it must nrimarily be ~ synthesis of alresady _
availasble date end research - not a series of investigations attemptiné
to secure new primary data. : A ‘

Third, in so far as the study nust cover a relatively lohg historical
period for each country, the choice of time intervals for recording the
data is important. Even if one limits himself to the available series,
the use of annual date mizht overload the study with unmecessary detail.
One may suggaest that decade units (in the form d? decade ave“ages where
marked short-term fluctuations are ch&“acteristic) would be suf iclent;
and that the annual series be used only whare an e: act tlmlnu of certsin
pheses is important (or the avallab111ty of annu&l series mex ely
indicated, without prebenulnu the series themﬁelves) In the case'of
non-~guentitative data,; the summery evidsnce agaln need not be for time
units shorter tﬁan a decaﬁe. the el ects of pollcy ch@nﬁes and the broad
institutional changes to be\noted e: tend over a period of at least & decade,
and their timing (unless easily associated with a specmflc date) need not
be finer than ia “terms of décades. This would kecp the gtudy, ard the
‘eventual preqeatat“on of results, from being over-burdoned by a mass of
detail, which in maly cases would merely be the mechanical reflection of
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the somewlat accldentel wealth of available raw data.

Finelly, selection must be guided by a clear recogrition of the
eventual main uses of the study. This consideration leads to the twofold
conclusion. First, since the study should, above all, provide reliable
reference information, however desnly its analysis mey and sheuld go,
heavy enphasis must be placed oan objecti-e evidsnce of an easily
azceptanle cheoracter. This means stressing quanlitative data wherever
possible and avoidance of non-testable tyres of evidence, based on
coijectwres, hypotheses or ex-parte testimony. Second, 1n so far as
the concluclicrs of such a study are desired as background foy
ivdustrialization policy in under-developed countries, as well as for
some guldasice for the developed counftries in thelr policy with respect
to the former, the lnvestigators must be cognizant of the basic question
that will be asked with respect to thelr findings: how much of what
happerned was determined by specific and tiansiert conditions of the time
and thersfore has little general applicability, and how much can be
interpreted as possibly valid for cther places and other neriods?

Answers to such a question are for from eas,; nor can they be given, even
with gualifications, until the very end of the whole invesgiation, It
would be uareasonable to empect the investipgator to anticipate which of
the items of evidence that he is syntheslzing end organizing will be

most directly velevant to policy jroblems of thejihmediaﬁe future. But
neither shouwld we assume that tentative Judgments wilith respect to such
relevance ares impossible, To the extent that these are feasible, they
should gulde selection ¢f evidence most directly reslevant to the wltimate
uses of the study. |

V. Design for Standardization

A great desl of the evidence called for by the outline is statistical.
It refers to aggregates, components and distributions that, while generally
familiar, are subject to variant treatment from country to country, and
often, within a single country, from one aspect of economic activity to
another and from cne historical‘perigi to the next. Many of th@ée vexing
differences in definition, classification, and treaiment of controversial
ltems of exclusion and inclusion, are irremediable, at least without
effort disproportionate to the gain. Nevertheless, some attempt at
standardization should be mede. . ‘

It 1s proposed that e compenion docume .t be prepared, if apd:when
the outline in the pfesent or modified form is approved. The document
would set forth-the definitions, classifications, and answers,to various
controversial questions of inclusion and valuation, that appear to provide

| [the best
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the best grides for the study to be comducied in the several countries.
To be effective, thls code-document shouid be availablie in time to serve
es a gulde to whatever studies are undertaken; and complétion of the
document in the nsar future is indispensable, 1f the studies in guestion
are initiated promptly and are to gain any advantege from such a document.

The code in guestion cannct be viewed as biading upon the scholars
engaged in thelstudies. As already suggested, the costs of adhering to
it may frequently outweigh the advantages to be secured thereby. Adherence
"to the code must consequently be lelt to the discretion of the scholars
in the sevsral countries; and thsy will ha . to decide, specific case by
specific case, whether the effort lavolved in modifying the available
~date to fit thew into the pattern of ths code is worthwhile. Dut one
may reasonably expect that with such a code at hand, some effort at
- adherence will be made; and that where departures from the standa.d
are unavoidable, the nature and possible extent of such departures will
be indicated, |

" The usefulness of a similar code as a guide in the svmmarization of

non~-quantitative data is obvious., The questicn is whether such a code
can be prepared; vwhether e:rperience in this field has revealed some
patterns of dealing efficlently with this type of evidence. TFor lack
of familiacity with studies resting heavily upon noa-quentitative evidence,
one hesitatzs to answer the question in the affirmative. Yet some
general considerations do suggest the fessibility of such a code.
Monographic studies of development of various institutions abound;
considerable experience has bheen accumulated in the field of summarizing
legislative policies or administrative decisions and rules; there has been
some study of currents of »ublic and grouwp opinion, at least in the
immediate past. Thus, the raw materials for a code are present.

It nmey be surmized that the smecific ¢wmtents of such a code will be
quite different from those of a code dealing with statistical date.
Rather than provide clear-cut definitions of totals, components, and
clasgses, 1t may devote itself mainiy to rules for testing evidence - rules
that might help to distinguish the formal expression of policy froum its
actual execution, the overt formulation of a policy or attitude from its
true contents. But conjectures, on the basls of relative ignorance,
are of little value. Ohe can but wrge careful consideration of itg
feasibility, with the assurance that if prepared it would nrove of great
velue in the present studies - as well as find wide use in the broader
realm of economic and social investigation.

[iie come
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Ve come finally to nresentation of results of these country-by-country
studies. Care in citing sources, describing procedures used in synthesizing
evidence, revealing the varlents and mergins of error and the like, is
standard practice in scholarly studles in the field. To meniion the need
for such care in the siudies outlined is purhaps superflucus. Yet one must
recoguize that practices vary from country to country, from one field
of economlic and social study to enother, and often from scholar to scholar.
It mey not be redundant, therefore, to sire : the need for adhersence to the
highesﬁ standards of oxplicitness in documentation and description. Vhether
this calls Tor an additional simple code governing the presentation of the
evidence, is a question that can perhaps be best left for further consideratic
However, if such a code or simple set of rules is to be prepared, it may, in
the nature of the case, be considered much more rigidly binding than any
code menticned above; and, like the othexrs, it should be made available in
the initial phasges of the studies so thet care is taken from the very start
in recording the destails of the evidence needed for a complete description
of its source and character,

VI. Organization of the Study

1., Personuel

- It is proposed that the study for each country be undertaken by a
single scholar or group of scholars familiar with the data for that country
and possessing sufficient competence in the field. In most cases these
would be scholars residing within their country, and would carry on the
study .there, In others, such as Germany or Japan, reliance may have to
be placed on scholars outside the country proper. In either case, these
people should be permittéd wide discretion since they will be most
competent to decide, on the basis of full lmuowledge of the data and
peculiarities qf thelr country, how best to organize the evidence called
for in the outline, Naturally, the fullest choice will be left in the
hands of the scholar or the groups of scholars within a country as to the
organization of the study with respect to personnel, division of labour
and the like,
2. - Time Schedule

To estimate how long it will take to complete any substantial inquiry

in a wide Field of empirical study is to engage in one of the most
hazardous types of forecasting., Yet to plan in earnest, one must
approximate at least roughly the time involved; and it 1s inadvisable to
avoid this, no matter how cogent the excuse. ’

An optimistic estimate of the minimum time required for completion of

/a study
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a study for any cowntry is two years, covnling foum tha dale at which
co-operation is seéuxe& and the research'group ready to devote full time

to the wmdertaking., It is optimistic in that it sssumes the existence of
cormetent personnél ready for the task and willing to give it top priority
on their worlking schedule., In turn, this time limit itself may be treated
as o tentative guide in the study, in that the exercise of discretion in
following the outline should take these time dimensions into account, In
other voras; it is 8 guids insofar as it demands from the investipstors

that the major results of the undertaking be avallable in roughly two years -
“not two decedes, or half a century. ’

One must emphasize that the decision as to the time schedule of‘g
study, imprecise as it necessarily is, is also a decision upon the ‘
cheracter of the results that one can hope to secure, ILike all practical
declsions, it is a compromise in which one is forced to weligh the pro's
end con's, most of them not easily susceptible of précise welghing., VWhile
the reasons for indiceting a rough minimum of two years camnot be stated
too explicitly, they can be indicated as follows, If one allows a period
much shorter than two yeers, then with the most excellent provisions in
the way of persommel, the time 1s still too short for proper organization
‘ and anslysis of the evidence along the lines suggested in the outline.

IT one allows a much longer period, a more thorough study can be made, but
extending the period involves = material loss in value of the study for
broad nolicy decisions important for the near future. The period thus
suggestéd is a minimum in vwhich worthwhile results are possible, without
e costly deley in making them accessible for the basic aims of the whole
undertaking., And it is hoped that, in actusl prosecution, the time
schedule will not extend over a period much longer than the minimum
suggésted.
~ However, one must face the probability of such a necessary extension
in time and perhaps consider, in preparation for it, some arrangements
for securing at least pert of the results in advance of the completion of
ﬁhe‘full study. Such érrangementz caamot be planned at present; and
shoﬁld, at any réte, be discussed with the research groups mainly
resﬁdnsible for the study in each selechted country., If the ocutline
ﬁrovidga in Part B 1s adopted without major modificatlions, 1t may be
possible to plan, for each country, a simllar sequeace of aspects of the
industrialization process to be covered - so that the results dealing
with SOme‘of théée aspects for the seversl countries will be forthcoming
well in advance of those dealing with others. Tf this can be done, at
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least part o the resulls should be aveilable long before the f£ull study is
conpleted; and there may be soime value in meking these resulits accessible to
groups conceransd with policy prablems. Further exploration oft the time
schedvle of the studies, if they are to be undertaksn, is cbviously
indisnensable in the efficient planning of tf . undectaking,

3. Limit of Size

t is essential that the eventual presentation of the findings‘of the
studies be brisf, conclse, and free of digressions. The size of the
everntual reports would natwrally vary, but it would be desirable to set the
meximum linit at, say, about 35,000 to 50,000 words for each of the six
major parts of the study. This would not include statistical appendicee,
whicih, 1f properly organized, may constitvite a most valusble reference
Lart‘of the eventuel repoct, These size limits should be borne in nind in
the »lenmning and organization of the several parts of the study for each
countzry., '

L., Termulation of RQesponsibilities _
If the studies are to be carcied on without conflicts as to
responsibilities, the latter will havé’to be carefully formulated in

advance. This ig all the more necessery because the study for,each coumbyry
will be carried on by & research growp that will have to be given wide
discretion; and tecause sheer distance will make coatinuous close contact
with these groups a matiter of some difficulby. ' |

In the fi1st place, the basic responsibility for tﬁe studies must
obviousgly rest with fhe scholars who'underta%a them, It is they»whovwill
accept authorship, and it is theilr competence and care that will be

‘judged by the users ﬁhen the results become available, | ,

Second, it foliuws that the pubiications conbaining the study cannot
be treated as official documents of thakﬁzited Netions, subject to whatever
authority or limitations such ddcumerts cawry. This is not to bar
publications of the results urder the Ualted Natioans' lmprint, if it seems
desirable to do so and if it is agrecable Lo the scholers who prepare the
study. Perhaps it would be possible to tieat such publigaﬁions as a
series of 'spounsored' rather than tofficial? studies. |

Third, however tuc gueshlona Just ralsed are decided, the United
Nations will have to accept some minimum responsibility. This will
involve an expression of interest in the studiés. It will‘also inyolvel
assistence in the way of provision of cutlinevand fechnicalkcodes, and
possibly coatinuous consultation. Some such minimum qomﬁitmant sees
indispensable if the interest and co—operatioh of séholars‘in selected

countries are to be enlisted. » ;
‘ JVII; Alms and
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VII. Alms and Character of the Study

The declared aim of the inguiry 1s the pqssible uge of ltes results
in considering long-range ecomoii: pelicy, vacices in development policy
in under-developed countrles might be facilitated by the experience nf
industrialized countries, so that some undesirable concomitants of
industrialization might possibly be avoided or minimlzed, and the procese
itgelfl guiﬁed more expecitlously. For countries that have alresldy yone
throvgh some phases of industrislization, the results of the study may
be veeful in comsldering long-range policies leading to further
development; and of policies that would we of most sssistance to
under-dzveloped countries and to en internaticnal econcmic framewcrk
condueive to peace and welfare, |
‘ Were one to ask how the study can yield results that will be uﬁeful
in framing eccrnomlc and sccial policy, tha cbvious answer is that the
analysis of historicel experience should serve to suggest the weight of
various factors that made for relatlvely successful industrialization;
to indicate, if only tentaiively, wailch wsre the indispensable
prevequisites for and consequences of Industrializatlon and may, therefors,
be expectsd in the future and which were the dispensasble antecedents and
consequences that may be avolded in the future, In addition to such
olements of positive knowledpe, thers may be the important negative value
in destroying or modifying some prevalent L .ty ideas of the nature
and conseguences of industrlalization., We all tend to act upon the
basis of some knowledge, vague and ill-formed as 1t may be., And people
charged with the responsibility for policy decisions are no exception
to thils rvle, The enrichment of thelr knowledge of ths past courscs
of industriallzaticn and the congequent sbandonment or modificatiocon
of more hastily formed notions should be an important useful result
of the study - even 1f it does not succezd in establishing a body of
generalizations concerning past invariant or stable relations that may
be valid in the future,

If the study proﬁosed and cutlined here 1s to serve properly
the aims just indicated, it must be gulded by a clear understanding
as to the cheracter of the results expected. In discussing this
aspect of the study, we can begln by suggesting levels of enalysis
end inquiry distinguished by three questions: what hes happened?

Who made it havpen and how? Way did it happen? In studying
industrialization, concentration upon what has transpired 1n the process,
how it wes initiated and pushed on its course, and why 1t occurred at
given times and plaeces and in the form which it assumed, represents three
different levels of inquiry and analysis - ' ren though the levels are

b sly interrelated.
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The answer to the gquestion "what hes hapnened" required systematic
agsembly and organization of evideuce on the magnitude of the
irdustrislization rrocess iu its major aspects and components, and
on its course over time, The answer 1s indispensabdle, if, in considering
the process of irdustrialirzation, we ere to be made aware of what we are
discussing; end 1f, in the formulation cof any policies designed to
accelerate irndustrialization, we are to Imow what perticular espects of
past experiencs we wish to assure in the future and which to avoid., To
deacribe and measure in systematic fashicn what has happened in the course
of inaustrializatinn 1s certainly the minlmum goal of the study dlscussed
here,

How industrialization happened is a question that immediately raises
difficulties which mske 1t improbable that more than partial answers will
bs provided or can be expected, For as the question is understood hers,

ts exploration requires the ldentificstion of the various active
agents - individuals, enterprises, other institutions, the state - whose
decigions actually initiated the process of Industrialization and whese
drives, resistances, hopes znd feers determined its course., To trade
these decisions and the attitudes underlyiiy them is far from easy; and
what is more‘important, they do not lend themselves to objective study
as do the cutward aspecte of industrialization recorded in answering
the question "what has happened," The outline for the country-by-country
gtudies does call for evidence bearing upon the gquestion of "how d4id it
happen" - with perticular emphasie on the role of the state end on changing
attitudes of various socio-economic groups towards Industrislization.
But it cennot be expected that either ths svidence or analysis in
the study will succeed in providing as complets an answer to the question
"how" a8 théy would to the question "what®”.

Since & full explanation of Egz_the industrialization process occurred
in the areas and at the times it did occur requires full knowledge of what
has heppened, and who made it happen and how, the studies planned cannot
be expected to deal with this questlon directly, They will contribute a
greet deal of orgenized information and apalysis, without which any
explapations of why industrialization occurred would perforce be reduced to
vague hypotheses and shaky conjectures., But one cannot and should not
expect the studies themselves to provide such explanations, in an eleborate
and reasonably conclusive form. }

It is perticularly important to egree -5 this view of the studies as
guide in selection and emphasis that must be made by the scholars
responsible for them, Unless such a guile is provided, there is the
dapnger that the inquiry will prove much less useful from the standpoint
of the United Nations than it otherwise would be., For if the scholars

/responsible
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responsible for the studies feel that they are expected to provide causal
analyses and elaborate thoories of industriaslization, it might affect
the thoroughness with which evidence 1s assembled and organized - 1if only
because it will divert time and effort from that main task. However much
insight one may expect from such thsoretical explorations by competent
scholars, the major need in the field at present is more rounded and
organized knowledge of the various facets of industrialization in the
diversity of its historical occurrence. And in planning the studies,
it is crucisl to accept the paramount priority of such systematization of
objective evidence as over against theorstical hypotheses as to causes of
industrialization, The latter will inevitably rest upon shaky foundations;
and theilr velidity cannot be properly evaluated without that rounded
knowledge that would be sacrificed for the sake of elaborating the
hypotheges,

This does not mean that the assembly &r” presentation of evldence,
the major task of the stulies planned so far, should be made in complsete
ignorence of the theoretical structure of the problems involved, in so far
ag such theoretical framework is provided by already existing studies or
by the thirking of investigators engaged. No proper organization of the
evldence is in fact possible, except with relevance to some preliminary
notion as to the importance of various factors in determining the course
of industrislization; some preliminary hypotheses as to the nature of the
relations that exlst among these various factors. But there is a world
of difference between uslng such hypotheses in their full variety, as
guldes in the organizatlon of objective evidence - which can then be used
to revise the hypotheses or formulate new ones; and selecting some specific
hypothesis or theory in advance, as being the most plausible, and then trying
to marshal evidence for the particuler purpose of buttressing it. The
daenger of limiting the findings to such partial results of dublous valldity
is the main reason for stressing, in present planning, the need for
answering ful’y questions as to what happened, and how it happened - rather
than wvhy it happensd.

The result of such emphasis will assure the value of thé‘studies,
when coumpleted, at least as sources of organized information on the course
and pattern of industrializetion; on the specific aspects and relations '
manifested in the past - information that would be as reliable 88 the
basic sources permit. If, upon completion of the'studies, 1t seems
desirable to push the analysis closer to a causal theory, the advisability
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of doing so and the extent to which it cen be done without loss of
objJectlvity will, and can be, explored., At the presuent stage of thinking,
it seems more important for the studies planned to provide the important
factual backgrcund in a manner most useful as a guide in consideration
of policy problems and as the broad foundation upon which valid theoretical
expianations must rest, While this may seem a counssl of moderation
disappointing in the curbs that it imposes _on possible flights of
intellectual imagination, ome must urge it in all humility in full
cognizance of how unreliable the mind 1s unless buttressed by objective
evidence - evidence sufficlently tangible both to restrict imagination
and give 1t a solid base upon which to rest.

One final commuent is perhaps not superfluous, It may seem that
the general approach followed in the present document is altogether too
elaborate; that 1t calls for vast intelloctual resources that can ill be
spared from work on pressing current problems; and that the prospective
yield is rather meager relative to the costs, since 1t promises nothing
‘more than a body of crganized evidence - not direct answers to specific
policy problems nor & theory that would give us the key to the whole
industrislization process, These doubts merit conslderation that cannot
be given fully here, One can only say that narrowving the scope of the
inquiry would result in partial énd misleading notions, of which there
has been & plethora in the past and an additioh to which would be of
more than dubious value; that the time has come when longer range problems
must be considered, and at least some cf the inteliectual resources capable
of dealing with them must be spared from the grindstone of curfent
emergencies; and that the potential yield c” such long range studles
of wide scope is far greater than one at first imagines., If they
accomplish nothing more then greater circumspection on»the part of policy
makers and closer consideration of evidence in deciding upon development
policies, the savings in the way of preveﬁtion of waste and misery of 
false starts or of unnecessarily costly methods will be tremendous. Such
savings are likely to outweigh by a vast mérgin the costs of the inguiry
in the way of. input of material resources., And if,lin addition, the
ptudies yield some positive results that can be embodied in glther
theory or policy, they will be among the all-tdo;rare cages of
empirical study of soclal phenomena that aerve‘tqyad& to hoth the
intellectual ordering of the observable world ané to the velfare of menkind,
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Part B, An Ar.motated Quiline

- /I. Growth




E/CN.1/Sub,3/W.2
Pags 24

I. Growth and Diversificatlon of the Productive System

In any study of a country®s industrialization the first task 1s
to record the growth of output, labour force, and capital, and the shift
away from egriculture - both being the externally obssrvable characteristics
of the industrislization process. Since these are quantitative
characteristics, the sectlon calls naturelly for statistical dats - as
comprehensgive and ag articulated as the supply of basic information for
the country permits,

In 1llustreting the kind of questions tiat should be answered by
the data called for in this part, the following may be listed: (a) how
rapidly did total and per capita output, labour force, accumulated
reproducible capital, grow? (b) Were there major long-term fluctuations
in such prowth, &nd if so what were their timing and amplitude? (c) How
did the proportions of the major industrial sectors change, in output,
labour force, and capital? (d) Was there a definite sequence among the
industrial sectors in the shift awvay fron agriculture? (e) Within the
ma jor non-agricultural sectors, which particular industries assumed
greatest weight, in output turned out and labour force and capital
engaged? (f) What was the contribution of the various sectors to the
increase in total and per capita output? (g) What were the proportionate
contributions to the growth of total output of the increase in the labour
force and of the increese in capital?

Throughout this part particular attention must be paid to those
types of production, groups inm the labcur force, and types of capital that
are clearly the result of modern technology. A country mey experience
an increese in output as well as in the proportion of non-zgricultural
activitles, without at the same time directly profiting from the advance
of experimental science and the developmen* <f production techniques,
Differences in the extent to which the various countries have responded
to the latter stimulus are en Important pert of the account in this part;
end such differences can best be revealed in & careful selectlon of the
Individual products turned out, narrowly defined skilled groups in the
labour force, and specific types of capital equipment to be recorded in
Section b of this part., The capacity of & country to produce certain types
of machine tools, automobiles, radios, and a variety of electrical
equipment, even though all these products may not amount to a lerge
proportion of total output; the possession of highly traiped and
technologically advanced groups in the labour force, although comstituting
but & minor share of the latter; the possession of some advanced types of
capltal equipment, even though they account for only & minor share of the
value of total capital - all these should be noted, to permit comparison with
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other couﬁtries in which industrializetion, while substantiel, may have been
limited to the clder and relatlvely less advanced phases of the extension
of sclentific methodas to the problems of production. |

The following sections are suggested:

I-1, Over-all Measures

This section would assemble measures of the country's total output,
labour force, and capltal. The former should preferably be recorded ’
in estimates of national incume or product, to be given in monetary values
adjusted for price changes - on a total and per caplta basis, The lebour
force should include not only employses but also the self-employed members
of the country's active popuiation - including family labour, Total capitsl
should include not only reproducible capital, but also the valus of
natural resgources - both reduced to & constant price velustion, Naturally,
the distinctions between market end family labour force, or between
non-reproductible and reproducible wealth should be preserved, regardless
of further elaboration of the data in the sections that follow.

I-2, Industrial Distribution
This section calls fof the apportiomment of the over-all totals

given in Section I-1 by the major industrial sectors, of origin or
attechment, WNational income or product would thus be distributed by the
major induetries in which it originated; the labour force by attachmsnt

to preferably the same 1lundustrial sectors; natural resources and
reproducible capital again by the same Industrial sectors in which the
capltal is employed. The emphasis here, as distinct from the sections
that follow, is on an exhaustive epportionment of over-all totals, the
aim being to show how the country's total output, complete labour force,
and total capital were and are distributed among the industrial sectors
‘which, taken together, cover fully the country's productive gystem, There
should also be emphasis on an identical industrial clessification for
output, labour, and capital - to permit important analysis of productivity
trends,

I-3. Composition of Major Sectors

The industrial divisions, customary and feasible in the apportiomment
of total output, labour force, and capital, ars quite broad. For many of
them, particularly agriculture, mining, manufacturing, transportation, and
perhaps the service sector, more detailed anélydis of composition 1s needed.
For present purposes it is particularly important to know the relatlve
welghts of the various branches of‘agriculture, manufacturing, types of
transportation, etc, The attempt at completeness of the classification

/should
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should be made here with reference to each major sector, not the natlon's
over-all output, labour force, or capital, Also, it is quite possible
that the consistency of the classification for output, labour force, and
capital could not be maintained - although it would be highly desirable
within each major industrial sector.
I-4, TIndividual Products and Groups

Yor many countries over-all totals and distributions of the type

called for under I-1 and I-2 will not be available; or if available, will

cover only a short period. Data under I-3 will be more abundant, but may
again fail to cover some important industrial sectors. For these countries
heavy reliance willl have to be placed on records relating to output of
single products, narrowly defined groupeg in the labour force, and some
specific types of capital equipment, These specific series will also
constitute a valuvable supplement for countrises in which over-all totals
are avallable, although for such countries their major importance will lie
primarily in revealing clearly the technological aspect of the secular
expanslon and industrialization @lluded to in the introductory comments

to this part. '

For countriles for which over-all totals are lacking, the series or
individual products and groups should serve the double purpose of suggesting
the extent of economic growth end diversification, as well as the
technological characteristics of the industrialization process. This would
mean the inclusion not only of series symptomatic of industrialization proper
(output of certain industrial products, ranging from plg iron, steel, and
coal to machine tools, electrical equipment, etc., rallroad and other
advanced transportation services, etc.; existence of highly gkilled ladbour
groups - e.g. englneers, electro-technicians, etc.; possgession of
industrial capital - power equipment, machine tools, etc.) but also
series that could at leest sugrest the changing magnitudes of total output,
labour force, and capital, For exaemple, some broad production indices
could be used ag gsubstitutes for national income meapures; estimates of
total population as substitutes for over-all measures of the labour
force; total power equipment plus land as sukstitutes for measuves of total
capital, In the present section, the investigator would have to exerclse
most freedom and ingenuity, to supplement the over-all totels where they
are available by some more specific indexes of industrialization; and to
do both the latter and provide some substitute for over-all totals in
countries for which such over-all measures ere nelther avallable, nor

feagible,
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IT, Adjﬁstment cf the Leahour Force
The growth of a labour force, well adapted with respect to education,
skill; motivation, and mobility to the demands of an advanced industrial

technology is a key elemont in the successful industrialization of a nation,
Pest studiesvhaVG perhaps over-emphasized the importance in the process of
industrialization of capital accumulation and of the avallability of

" inventions and téchnological innovations at the expense of under-emphesizing
tha'long-term requirements for an effective and efficient labour force,

We deem it lmportant to place in the forefront of the projected studies

the recording end enalysis of the factors involved in the formation of

en adequate labour force to man the industrial system. As already indicated
in Pert I, lebour force here 1s understood in its broadest sense as covering
all pergons engaged in economic activity, i.e., including the active
entrepreneurs‘and family labour.

The process of formation of an industrial labour force is partly
a matter of the availability of demographic raw material, i,e,, the proper
‘ body of people of the requircd age and sex composition; partly of providing
this body of people with the necessary personal tools, such as general
education and specific skills; partly of orgaenizing the flow of people to
ad Just most effectively the available labouf force to the needs of the
productive system, and partly a matter of providing the proper stimuli
to the labour force already engaged in specific tasks in the industrial
gystem, stimull that would assure maximum efficiency in the performance of
tasks compatible wiﬁh soclal welfare,

This suggests the general range of questlons to which the data in this
part should serve to provide answers: original distribution of the working
population of the country - geographic, occupational, and industrial - and
subsequent changes in patterns of demend for labour and employment as
related to changes in structure and locatlion of production; the ways of
maintaining and expanding the industrial labour supply -~ rural exodus, other
forms of internal migratlon, immigration abroad; such related problems as
urbanization and housing, process of adjustment of the labour force to
changing labour requirements; the rise and evolution of the labour market
end of labour market problems, The movement of wages and changes in
working conditions and in security of employment and the role of labour
unions as factors in the labour merket would naturally belong here, So
would relevant governmental policies - such as the old British Poor Laws,
modern legiélation or labour exbhanges, legislation to control immigration
orvemigratioh, or that designed to promote or restrict internal mobility
of labour,

/The vast
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The vast varilety of problems relevant to the present part, fanging
from those susceptible of quantitative measurecment to ones that can be
studied only indirectly, 1s obviously due to the fact that the labour
force 1s essentially the country?s population; and that chenges in the
modes of its activity have far-reaching consequences affecting fhe whole
mode of life and not confined to economic phenomena proper. Because of this
variety of problems, the sections suggested above ere guides of more
superficial character than in the othef parts, They are provided primerily
as reminders, and should leave the investigator free to determine emphasis
1n accordence with his best judgment or to add to the main headings as data
and ilmportance of the problems warrant.

The following sections are suggested:

IT-1. Demographic Sources
This section calls for data on the sizé of the labour force; its age

and sex composition; its sources in the elements of natural increase
(births, deaths, and coming of age); and in external migration (either gain
or loss)., Comparison with general population data, classified by age and
sex, would reveal changing retios of participation in the labour force -
reflecting the changing economic end soclal conditions that determine the
extent to which varlous demographic groups participate actively in the
countryts economy.

II-2. Inter-industry Shifts

In this sectlon the industrial distribution of the labour force will
be examined over a sufficient period to reveal the movementis away from
agriculture and into other pursults, Which demographlc groups participate
most actively in thils shift; what patterns characterize the shifts within
the pon-farm areas proper; the accompaniments of the shift, in the way of
secular unemployment, on the one hand, and problems of urbanization and
housing, on the other - are to be consldered here, TFor the countries that
received substantial immigration, the distinction betwsen the patterns of
movement of the immigract and of ths native labour force 1s important; for
the countries that lost emigrants, one should consider to what extent the
possibility of emipration facilitated adjustment of the domestic labour
force to changes in the demand for labour associated with industrialization,

II-3. ZEmplcyment Statusg

Thizs section deals with the distinction between the sélf-employed
entrepreneurs and all employees. But further distinctions within each
group are important, As emong the employees, the position on the scale
of the ladder from the unskilled wage-earner to the manager of a huge

/corporation
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corporation should be subject to classificmtion} Among the self-employed,
faemily labour ghould‘be diétinguished; and emong the entreprenéura the

size and character of the individuel firm is of obvious importance. The
extént to which analysis in this sectlicn can be pushed forward ip directlon
of revealing the structure of industry thet engages these various groups

of the labour force cannot be specified here; but requires careful
consideration on the part of the‘investigator.

IT-4, Ouvality and Training

A vwide variety of information and analysis are comprigsed under this
heading, The simplest classification would distinguish health, literacy,
educaticnal lével, and level of ekill Indicated by occupational affiliation.
That the evolving of & labour force effectively adapted to the needs of
an industrial economy Is contingent ﬁpon narked upward trends 1in all these
aspects, from the levels that characterize the labour force of a
pre-industrial sconomy, is falrly obvicus; and these trends should be
recorded and analyzed, But In addition, there is the sssociatlion of /
industrialization with the use of scientific technclogy end with the
congequent formation of increasingly cowplex managerisl units, This
requires staffing with personncl of high leavels of professional or
managerial skill, persomnel which then plsya a stretegic role In the
productive system, Some attempt gaould be mads to gingle out the groups
(professions, managerial perconnel end the like) that occupy such
strateglc position, and trace thelr emergence, Attentlon should be
paild to the extent to which iIn countries that enter the phase of
industrielization relatively Jate this strategic personnel 1s supplied
from abroad, often in connection with foreign lending; and then replaced
only graduslly end with some difficultles by personnel native to the
country,

II-5. Conditions of Employment

This section deals with fluctuations in and security of employment,
hours of work, conditlcns and intensity of work, modes of compensation,
rates of compensetion, and attendant conditions of life forced by
attachment to a given Job, The scope of this section 1s perhaps best
suggested by the questions that 1t might serve to apswer: has the number
of hours in the older sectors of the economy increased, thus removing
vhat may be characterized as concealed under-employment in pre~industrial

conditions (e in egriculture)? When did the decline in working hours

a5
in the newer industries begin, and how great was 1t? Was there any definite
change in the modes of compensztion of employees, and if so what were

its character and presumptive purposet? Is there eny evidence of changing

/intensity
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intensity of labour? Is there evidence of increased c¢yclical and seculaf
insecurity of employment, associated with industrialization? These
questions sugpest trends 1n conditions of enployment which were comnnected
by oovservers, often on the basis of experience limited to one country
(particularly Great Britain), with the process of industrializetion, It
1s importent to have these trends tested 1n the light of varied experience
in several countriles,

II-6, Attitudes and policies

Since the changes in the use of the labour force affect such a

large part of population eand necessarily are a matter of concern to
society as a-whole, both the state, and seml.voluntary organizations
guch as trade unions, have evinced active interest and left the record
of it in the form of leglslation, formal or informal, This gection,
therefore, deals with a broad range of questions, the width of whose
scope could be indicated by a mere listing, Pollcles were adopted and
exerciged with reference to: admission to the labour force, ranging
from exclusion of certein groups (e.g. women and children) to requirements
of professional skill for licensing, etc; immigration and emigration;
internal mobility of the labour force - facllitating some types of
ad justment and inhibiting others; lileracy, education, whether general
or technical, and the assurance of an adequate supply of strategic
personnel; hours and conditions of work; controlling modes of payment,
dealing particularly with pronibitions of truck system of payment, and
in recent years developing in the direction of minimum wage leglislation;
providing esslstance in dealing with problems of insecurity and
unemployment; encouraging the peaceful settlement of wage disputes,

This list, already lrng, couvld easily be extended. Clearly, only
the milestones in the long development nf proper social policy, by the
state and other agencies, on the matter of securing an adeguate labour
force and of providing it with preoper conditions of work, can be
indicated, In indicating these milestones, 1%t would be particularly
important from the viewpoint of further enalysis, to show how these
steps were made; who were the leading agents in securing them; and
how the obstacles to their acceptance were overcome,

JIT. Meteriel Requisites of Production
Industrizlization meant (a) e different use of land; (b) a marked

extension in exploitation of natural resources; and (c) a vast
accunmulation of reproducible capital, The present pert deals with
trends in the supply of these material requisites of production.

/(a) Industrializetion
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- {a) Industrialization has affected the use of land in various ways; and
since an overwhelming proportlon of economic activity in pre-industrial
countries is connected with land, what industrialization means in this
connection is a matter of major importance, In most industrialized
‘countries the amount of land brought into use increased conslderably,

- due partly to increase in population, partly to greater accessibility,
partly to capital expenditures on reclamation and irrigation, and
‘ﬁartly to use of equipment thet brought formerly submarginal land into
“economic use, Furthermore, and perhaps more lmportant, the distribution
“of land among verious types of use shifted markedly - with respect to
‘products cultivated, size of productive units, conditions of tenure and

" 'the 1ike, No study of induetrialization can overlook the changing use

- of land es the basis for considering the consequent drastic modification
in agriculture - the basic industry of the pre-industriel economy,

(v) The importence of naturel resources, other than land, in facllitating
industrialization has always been recognized and perhaps even over-
emphasized., But 1t 18 not clear to what extent the exlstence of such
resources 1s indispensable to succegsful industrialization, Naturally,
" 1f the latter 1s identified with the development of & huge steel-steem-
oil:electricity complex, a country mst have adequate supplies of at
least coal and 1ron ore of the proper quality to become industrialized,
But if one uses the broader definition of industrialization followed
here, it 1s fer from certain that natural resources are an important
limiting factor - given the situation that any large country is usually
endowed with some scarce resources thet can become the bésis of a
substantial proportion of 1ts industries.

- A second problem here is the state of our knowledge of these
depletable and irreproducible resources, particularly of subsoil
minerals, Such knowledge 1s never complete; and a perusal of the
technical literature conveys the impression that the estimates of
existing reserves are a function of use - in the sense that the less
use, the smaller the estimated reserve, This peradoxical result is due
- to the fact that exploration of reserves is a costly business and if
left to private entefpriees, is not pursued beyond a certain ratio
to current use as werranted by market conditions, Rélatively complete
knowledge of reserves can be secured only if some non-business agency
participates in and is reedy to devote copsiderable resources to
exploration, - Bven eo the.chences are high that theAreserves will be
under-estimated, since it 1s exceedingly difficult to assign adequate

[weight to
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woight to results of future exploration onve 1t begins in earnest;

as well as to the effects of changes in technology on the economic
accessiblility of natural resources that now look too remote or too
poor to be seriously considered. One of the tasks here 1s to provide
a historical survey of successive estimates of reserves of important |
minerel resources; end in the process of their analysis to shed light
on the character of the information thus secured, and its significence
in any future plamning,

The third aspect of supply of natural resources relevant here 1s
the effect of any presumable shortages on international economic policy.
Fear of scarcity of the more important depletable resources has often
been viewed as a strong motive behind the policy of industrial states
designed to secure, from some less developed countries, exclusive rights
to scarce resources possessed by the latter. While foreign éources of
8ll imports must be considered in the present part, the non-reproducible
character of natural resources makes 1t lmportant to emphasize them
particularly in any enalysis of dependence of a country¥s industrialization
upon forelgn sources, '

(c) The growth in the volume and complexity of reproducible capital
employed in the process of production 1s a most conspicuous feature of
industrialization; and has been one that has perhaps attracted most
attention in the past. The course of capltal accumulation has ordinarily
been viewed and can convenlently be approached from three standpoints:
(1) the increase in the stock of material wealth used for production
purposes, with distinction among various types of capital by industrial
use, durability, complexity, etc.; (11) the disposition of capital among
various agencies in the economlc system (various types of business
enterprise, government, individuals, etc.); (111} the sources by which
capital accumulation was financed, with consequent clalms to the receipt
of income yields that it may produce and less so to the management of 1t
(covered under 1i), The present part concentrates on aspect (i).

On the level of consldering reproducible cepital as a stock of
material goods 1ndispensable to the productive process, the maln task is
to secure quantltative records relating to both aggregate and specific
complexes of capltal goods - measures that could be used for analysis in
conjunction with data on other productive factors, on output, and on
other aspects of capital accumulation, Capital as used here includes
not only producers’ durable equilpment (buildings, machinery, and the ' like)
but also inventories of raw materials, seml-fabricates, and finished

/products,
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products, Clearly, as ih the case of patural resources, forelgn sources
of commodity capital, via imports, are to bs taken into account - not
~only imports that added to the stock of capltel goods within the country
but also those that flow into consumption. Imports from ebroad, like
netural resources and capital within the country, are among the materilal
reguisites of a.coﬁntry‘s production,

| The major sections suggested for this part follow the order of
discussion Just indicated; land, other natural resources, reproducible
capital, However, im;orté are gagrogated for separate treatment, and a
separate section 18 also provided for the ossentialiy non-quantitative
story of the varlety cf policies, formulated and foliowed by the state
and other orgenizations, relating to the use of land and of other
natural resources; encouragement of accumulation of reproducible capltal;
and lmports. ‘ ; '

III-1., Chenging Use of lend
This section ranges from the basic data on the amount of land,

distributed by its most importent uses (cropland, forest and timber land,
grazing lend etc,), and the proportion of population to it, to the more
,difficult problems residing in the institutionel apd econcmis
cheracteristics of agriculture based on land, Changingkamounts of land
under cultivation; changing distribution of such land by the type of
culture practiced on it; chenglng allocation of land emong various
agencles (private enterprises, the state, etc,); changing distribution
of land among farm enterprises of verying size and type (by tenure) - all
of these are key trends in the industrializatlion process, observed with
particular reference to the role of agriculture in the latter.
ITI~-2, Othser natural resources

The basic data called for in this section relate to estimates

of reserves for each important mineral resource, in the historical

succession of such estimates and with a careful distinction between
proven, probable, etc, These estimates, as well as those of curreat
and past depletion, ere to be in physical units, with some indicationm
of quality; and in the case of related itoms (e.g, all fuels), are to
be converted to units of service in use., Conversion of estimated
resources tc years of probable use, under current or assumed conditions
of use, is also to be provided, In addition to domestic natural
resources, sources and modes of access - either by imports in regular
trade channels or by more legally binding forms of ownership abroad - to
foreign natural resources are tc be indicated, Of particular importance
/is the problem
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1s the problem whether lncreasing industrielization did or did not
intensify such dependence upon forelgn sources; as well as the extent
to which an ample supply of domestlic natural resources was a vitelly
determzining factor 1n the success of industrialization, V

In this section emphasis is to be given to mon-reproducible and
depletable resources, The limitation to depletable would, however,
bar weter power resources which should be included. vOther non~depletable
resources {rivers, coast lines, etc, and e.g. climate) are extremsly
important; but they constitute a constant factor, which is fairly well
known and which need not be stressed 1n the present study concerned
largely with the léng term changes that constitute or underlie
industrialization. | ‘

I1I-3. Reproduqiblekcapital

This sector of total wealth may well have been covered more

adequately in part I thanvany of the material requisites of production
discussed in the present psrt, In that sense, the data, discussion
and analysis under the present headihg, in which reproducible capltal
is still viewed as & congeries of physical assets, (rather than from
the financial or other standpoints), are.supplementary to thoge in
part L. Here considerably greater attentlon cen be paid to various e
types of reproduclble capitel (structures, machinery, inventories);
to a more detailed industrial breakdcwn, both as to industries producing
or contributing to the production of the capltal and as to industries
using 1t; and to a more careful study of the historical trends in
capital accumulation, ‘

Partlcularly important here end not emphasized in Pert I ie the
extent to which the building up of reproducible capital, especially of
an advanced technological cheracter, came from forelgn sources and
may have been accompanlied by the usuael crnsequences of such dependence,

ITI-4, Imports
The share of these in the supply of non-reprocducible and reproducible

capltal has already been emphasized under 1II-2 and IT1I-3. 3But in
addition imports of all goods should be recorded, and the trends of
the shares to total domesilc supply studied - for these are glso
matérial requisites of production; and thelr avallebility from fofeign

sources rust be noted,

With respect to these foreign sources, the degree of concentratlon
and hence of dependencé of a given country upon imports from a limlted
number of forelgn sources 1s particularly important., So is the'question

/as to what
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as to what particulaf?secters of a given country?’s econumy are
particularly denendant upon forelgn sources, C(ne masy note that the
shift in the charactar of imports accompenying industrielization, from
emphasis on highly fabricated products to that on raw materlals, changes
the character of dependence, but dqes not in and of itself mske it any
less binding.
| .~ III-5, Stute and other policies

This‘section, deals with policiea laid down by the state, and

backed or quaelified by other organizatlons, with reference to use of

land; exploration, ownership, and exploitation of natural resources;
promotion of inventions and encouregement of accumulation of reproducible
capltal, particularly of the advanced technology type; and imports. It
may well bs advisable to treat of these policies separately under each
of the four sections already indicated in thils part, in close éonJunction
with the date relating to the long term trends in the availability and
use of these material rogquisites of production., The mention of policies
under separate head here is in the uature of a reminder,‘not of
insistence on cowmpletely separate treatmeont.
~ With reference to capital and other requlsites of production, not
only the state but many other organizations are also of some, 1f of
leséer importance. Group and cless interests connected with use of land
| and of other natural resources with spread of technological knowledge
end accumulatiop of reproducible capital with imports have all been
active, both in formulating‘attitudes and trying to have them accepted
by the body social, All of such actlvitles, insofar as they serve to
account for the broad trends in the use and accumulation of material
requiglites of productior, or for the absence of such trends where
obgactive conditlone have apparently warranted uhem, should be within
the focus of attention of the investigator,

' Scme of the procblems closely related to the present part
particularly those dealing with the spread of modern technology, are
outlines for treetment in part VI,

IV, ¥inanclng of Bxpansion

- This part deals with the following key questioné in anj study of
patterns of industrislization: (a) from what sources wés Capitél
accumnliation financed?_ (b) by what channels were small‘indiV1dﬁal
savings mobilized end directed to that part of the’ecoﬁomy néeding
edditional capital? (c) how did ths orgenization of the saﬁings and
financing mechanisms affect the supply of savings and thelr direction

/into investment
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into investment in various industries? (d) what was the velation
between the distribution of private income by slze and emong various
socio-economic groups and the volume of savings by individuals, as wesll
as the channeling of these savings into various investnent outlets?
(e) what was the relation between the industrial and'organizational
structure of business, and the sources and destination of business
savings? (f) what role did the stete play in mobilizing savings and
channeling them into investmsnt? Thils list of questions can easily be
expanded, but the illustrative exaemples above are sufficlent to indicate
the range of problems to be illuminated by data called for in this parf,
A glance at this fiéld of domestic fipancing of capital expansion
Buggests a great imbalance in it between the meager supply of directly
relevant quantitative data and the abundance of monographic studies of
various credit and other institutiohs, that act as assemblers of savings
(and on‘some theory, es producers of them vla forced savings resulting
from credit creation) and as Judges amoﬁg‘alternative investment channels,
The ultimate organization of data in this fileld will, perhaps more than
in other parts, be a matter of triasl and error., We can only emphasize
here the need for comprehensive statistical records of the volume and
compesition of savings by source, and of the major channels by which
such savings are directed towards investment in the producing system,
If, in addition to such records, analysis of the characteristics of the
financial agencles in the field is feasible, all the better, But from
the viewpoint of the present study the quantitative account is of
primary importance; a historical discussion, in ?erbal terms, of the
major flnanciael Institutions cannot be substituted for it. ’

. In addition, there is, of course, the whole reslm of forelgn
capital funds. Past studies in the field assign an important role to
capital invesiments by the more developed countries as a factor in the
industrialization of the less developed countries. Whether such a-réle
accords with facts, as revealed by empirical data, remains to be seen,
Whatever may be sald of the political significance of foreign dapital
investments i,e. of the consequences of such investments to the political
life of at least some debtor countries, one may question the cruéial
importance of their economic contribution.

At any rate, it is a problem still to be thoroughly’investigated
in the light of available evidence,
Another faszet of the pioblem cn which the date in this seciion
should shed some light 1s that from the viewpoint of the creditor rather
~ /than debtor
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than debtor country. At what point in the industrialization process does
pregsure for meking investments abroad emergs? What determines the volume
of such capital invesiments, and what is their origin in the productive

and buslness system of the creditor economy? Is there any association
between the past (and perhaps even current) experience of the given country
es & deblor on the internetional capitel investment acccunt and ita drives-
end policies as a creditor? ,

The evidence in the field suggests that foreign capital investments
are perhaps. less affected by pursly economic forces than other aspects of
industrialization; but do reflect political and other pressures. Countries
vhich reveal a falr amount of economic rationality in the intermal
behavior -of thelr economies and in short term international trensactions
(such ag trade in commodities) that do nof involve long term commitments,
act quite differently in the case of long term forelgn capital
investments. Whether such subjection of international capitel flows to
non-gconomic compulsions is only a& surface impression that might be
dispelled by closer analysis is hardly a question that can be fully
ansvered by the ovidence to be provided here, Here we must set the
mich more modest task of assembling the main evidence In the field, as
much of it as puseidis in quantiiative foxm, to povtray the velums and
coxposition of foreign capital investment that accompanied industrializetion
in the given country; @s well as to indicate the political and other
corollariea of such inveatments,

The following sections are suggested: ,

IV-1l, Volune arnd Souvrces of domestlc ssvings

. In this sectlon the volume of savings end thelr origin within
broad categeries of domestic sources - individuals, non-profilt
institutions, business, government, would be treated, The measurement
and analysls would then be extended within eéoh broad category. For
individuals, the volume of savings originated at the different levels
of inccome distribution by size, or with different soclo-economlc
groups would be distingulshed; and cash savings or savings of the type
available for investment outside of the indlvidual's household be
distinguished from immoblle savings, For businsss enterprises, gross
(including depreciation and other reserves) and net (undistributed profits,
savings), preferably excluding individual firms that would be best
treated with individuals, would be covered, For such savings both the
magnitude and the form which they sssume within the enterprise (addition
to cash or credlt balances, Inventories, reductlion in debt, caplital

/equipment,
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equipment, etc,) would be recorded. A similar anelysis would cover
non-profit institutlons, For governmentis, savings would assume the
form of excess of current receipts over current expenditures; and
become embodied 1n some form of capltal investment by the govermment.
Quasi-business enterprises under government ausplces would be treated
like business enterprises, although kept separately in the account,

EY;E. Volune and sources of forelgn capital

While the emphasis here 1s on forelgn capital funds placed within
the country, this section also comprises capitel funde placed by the
country ebroad, In elther case, the volume, source or destination
abroad, the character of the lending - short or long term, direct or
indirect, are to be covered, Non-economic aspects of foreign investments,
such as varlous conditlons that may bind the use of funds within the
country or of a glven country ahwoald, are to be narticulariy motad.
The experience with foreign investments, distinguishing sectors of
the economy favoured by this category of savings and the record of
payments and defaults are also to be singled out for attentlon - more
80 than in the‘case of domestlc savings placed within the country,

~ Iv-3, Chennels of placement

This section deals with the various types of credit and other
institutions that teke care of the placement of savings, largely those
of individuals but also of scme part of business savings - whether they
come from within the country or from abroad; whether they are invested
within the country or elsewhere, The atructure of savings by the
chennel of placement is of considerable importance instfar as different
channels of placement are, by légal or institutional barriers, restricted
to investment of savings in some limlted sectors of the sconomy
(cf, insurance companles, particularly life, and trustee funds), The
extent to which a gquantitative record of savings by chammel of
placement can be secured depends upon the available data, But even
in absence of the latter, an appraisal of the country®s credit and other
institutions from the viewpoint of their effectiveness in both
mobllizing savings, or attracting them from abroad, and of their skill
in selecting the proper investment chennele for the savings thus
mobilized, 1s of obvious usefulness 1n analyzing this particular factor
in industrialization, | '

IV-4, Relation between sources esnd destination

Some types of savings are of a character 1n which thelr source
predetermines the place in the economy in which they are bound to be
' /invested,
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invested, In pre-indusirial countries in general the tle between sources
and destination would tend to be much closer than in the developad
industrial countries ~ which may be one reazon why nelther the volume
of savings, nor the economic effectiveness with which they are usad
are relatively as great as in the developed economies, The statlstlical
tie-in between the sources and destination of savings 18 extremely
difficult, and it cannot be reasonably expected that it would be feaszible,
except at very infrequent intervals and In very few countrles, Nevertheless,
attention shduld.he peid to this point; and the line of analysis from
origin of the savings to theilr use in finance, i.e., to provide the
economic power for expension in specified sectors of the country's
economy should be drawn, no matter how temtatively.
Iv-.5, State and other policles

In almost all countries the state played & strateglc role in

assﬁging thé proper functioniag of credit institutions as mobilizers

and placers of savings, elther by regulating them or by assuming some -

of these functions 1iself. In any account such as the present the
ahalysis of meagures designed to assure the proper flow and investment

of savings’should be disentengled from the wider complex of policles
dealing largely with currency and price level problems, The state was
likewlse imyértant with respsct to foreign capitel investments, either

in the way of providing proper guarantees for attracting such investments
:'from aﬁroéd; ofAregulating the latter when thsy have been made; or of
controlling and supervising any lending from the given country abroad,
All‘theée measures end policies are to be recored, at least in broad
outline; gnd appraised, as to thelr effectiveness in assisting the country's
inéustrialization.

The private business system of the country hes alsc contributed
‘greatly to the evolving of forms and institutions that would effectively
‘moﬁiiize‘savings 1n‘the service of economic development, Some of these
| whether origineted by industrial enterprises proper or by the financiel
inStitufions, are to be noted - with an indication of the specific
circumstences that stimulated them and the particular provlems which they
gserved to solve, The variety of financiel Institutions, on the one hand,
and the complexlty of various types of business unit orgeanization in the
production field proper, cn the other - both characteristics of developed
industrial economles must be teken into account, as an important factor
- by which the specific conditions under which savings originate with various
economic units and the specific conditions under which they nmust be used
in the productive system have been hermonized in the direction of maximizing
savinge and investments. A complete account of these types, forms and
policies would be extremely difficult, if not impossible; but at least a
bivd's eye view of the most immortant elements would be feasible and useful.
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V. The Disnogition of Oﬁtput

‘The output of an economy, even if strictly defined as to netness,
flows to at least four major categories of purchasgers: individuals and
hougeholds viewed as conswners; business enterprises viewed as purchasers
of netv copital addltions; the state and other non-profit enterprises
viewed as purchasers of net additlions to capital under their menagement;
units abroad not included in the three categories Just listed, who mey be
net »Hurchasers ofvthe gdods of a glven country. If, in crder to study
nore clogely the mechanism and dimensions of economic development, we use
sone grose totals of output (gross of capital consuwmption, of imports, of
intermediate product of government), the same four categories may still
be distinguished, but the shares of some as purchasers and recipients of
output w111 become somewhat larger.

~ The present part aeais vith the important problems involved in the
way an economy manages ﬁo apportioﬁ the output twmed out among vardious
caﬁegories of agents within the cowatyy; or allows some part to flow out
of the country to consumers aroad. Witk the striking increase and the
magnluude of total output (net or gross with respect to items mﬁntionsd
above) belng the crucial chararheristics and ace onmpaniment of
industriallzation, how is this larger owput 'sold' (using the term in
the broadest sensz) to the various categories of purchasers? VWhat
pronortion flows o incividusls and households within the country, its
ultimafe consuners, and how do they menage to secure the means with which
to purchase this increaping output? Vhat major catégories of consumer
goods,can be distinguished in the output, and are there any mejor shifts
in the distribution of oonSumér'goods among these categories as
industrialization progresses? What proportion of total putput is accounted
for by business capital Tormation, gross or net? What proportion of total
output, grossrof intermediate product .of govermment, flows to govermment?
Is there always an increase in the proportionate share of govermuent as
a result of industrialization or urbanization, and how widespread is it?
Vhat proportion oﬁ total output, gross of imports (of commodities and
services) is accounted for by all exports (of commodities and services)
and have there been any common trehds in these proportions with the
development of industrialization in the different countries? These
gquestions are illustrative of the problems with which the present part
deals,

The area is clearly so wide that thorough covérage is impossible.
The processes and institutions involved in the flow of goods from the
productive system to the country's ultimate consumers (individuals and

‘ o /households
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households) are & complex network of business agencies engaged partly in
production, partly in tranhportaulon and trads, and partly in financing;
of governmental and public agencles concerned with the weifare of
conswumers and the proper relation between participation in production and
particisation in consumptidn; of deeply rooted patterns which govern the
mode of life, and heﬁcé the mode of consumptioa, of the individuals and
households that comprise the nation. The levels and long term trends of
the shares of output securasd by business ente;prises in the form of
business canital formation are the result of intricate interaction between
technological factors that determine the necessary ratlio betwsan cepital .
stock and current output; soclal and economlc factors determining the
rate of growth in current outnut that is wanted from business enterprises;
and the shifting weight of various braavhes of the nroductive system
unday busmness auspices, brauches characterized by different ratios of
invescment capital to current outnut. The demands of the state for
economic zoods, whether in the short or the long run, are affected by a
sreat variety of factors, many of them non-econcmiz in character;Aranging
from the relatively simple ones of greater need for public sefvices as
results of urbanizatlion and of prowing complexity of the ecdnomy to the
rela*“vely wstable forces that aetermiﬁe the needs for armaments ~ for
internal security or external desfense and aggression. It cannot be
expected that the present study would succeed in laying bare the complex
" of factors as they determined the longer trend accompaniments of
industrialization in the way output was distributed to be used by ccnsumers,
business, and sovermment., But an attempt should bs made at least to record
these trends; and to discern the institutional and economlc framework by
which the sale or distribution of output to these major growps of users
and for major categories of use was eccomplished.

The following sections are suvgested'

V-1, Volune and Cﬂm30s1tion of Qutput, by Major User
Thic section deals with the basic allocatlion of output among ultlmate

conswmbion, business capital formation, govermment purchasing, and exports.
ithin each category further major ssgments, by type and function of
product can be distinguished. In the flow of goods to cénsumers, the
broad categories by durability and type of need satisfied; in domestic
business capital formation - by character of the capital goods; in the
flow to govermment - by social Imetion the goods intend to serve; in the
flow of exports - by type of nroduct, relating to the general categorles
of domestic outnut

/v~2. Distribution
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V-2, Distribution of Consumer Goods

This section deals with the economic mechanism by which the
individuals and households who comprise the nation‘were, in the course of
industrielizaetion, provided with an inéreasing vblume of goods for the
satisfaction of their wants. The relation between distribution of income
and coﬁsumer ekpendiﬁures, by.sizé of income classes and by socio=-
econonic groups; the structure and organization of the distributive and
transportation system which bridges the space, tiﬁe, and other gaps between
the output of consumer goods and their final destination within the
ultimate consumingvunits; the gradual marketization of this'flow and the
effect'of urbani;ation, with fhe attendant dependence of the consuming
unit on its position in the pecunisry network of the economy - all of
these trends and relations are within thevpurview here, Thé pressures
put upon individuals end households to increase their consumption, to
provide a wi&er basis for economic growih unnder sime coumditions of
organizaticn;ofAsdciety, or to reduce their consumption; while still
participating actively in production, under different systems of
organization of tne national economy, should be clearly set forth.

V-3, Flow to Business Enterprises

‘The additions, gross or net, to capital of business enterprises
out of current output, are the main topic of this section. Some of this
material may already have been covered under accumulation of reproducible
capital in Section ITI-3; and the financing of such additions in part IV.
Nevertheless, it is of value to consider it here as a category in the
distribution of current output; and particilarly sttempt to relate it to
the current flow of total output, The level of the share of business
capital formation to total output, or to the part of it accounted for by
business enterprises; end the trends in that share in the process of
industrialization are of importance. In the underdevéloped economies the
problem is one of expleining the low level of this share and the factors
that might have to be overcome in order to raise it. In the developed
industrial eéonomies, the declining trend of this share suggested by
maxy observers, is to be investigated; and its causes and implications
exnlored, |

V-4, Tlow to Government

This section deals with the part of current output, gross or net,
that flows to government, Its proportiomete magnitude, the trends in
such magnitude; the shares by the major function which govermment pexform;
the methods by which the flow is financed, and the. implications for the
longer term develovment of the country's economy are to be explored.

/A somewhat
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A somevhat distinct problem is presented by enbterprises comducted
under covernment auspicés,‘but managed on quasi-business principles -
i.0., with an atteupt to sell the product at prices adequate or more than
adequate to cover directly involved in turning out the product of the
enterorises., This sector could; perhaps, be most properly treated under
Section V-3, as a distinct group of business enterprisss.

V-5. TFlow into Exports

dere a comparatively full account of the share of total output, gross
of Imporis, that flow abroad - either commodities or services - 1s to be
olven, Broad categories of commodity exports and of services deliversed
"abroad, as well ag some important single commodities (raw materilals,; key
types of equipment, and the like) are to be distinguished, The
proportions of such exports to domestic output, either in broad groups or
for the important single commodities, are to be established; and the
trends in such shares studied, The main destinations of exports are ‘o
be distinguished, in order to trace the lines of dependence upon Toreign
marlets., The emphasis ia on exports, not only as one of the wéys in
vhich a »nart of the growing output accompanying industrializaticn is
*sold', but also as exhibiting the changing character of the relation of
the given economy to the rast of the world. Is industrializetion
accompanied by diverslfication of exports, both as to their composition
and as to the countries of destination? Is it accompenied by an lncrease
or decrease in the relative proportion of exports to demestic output?

V-6, State and cther Policles
Both the state and other organizsd groups in the economy are concerned

with the ways in which an economy's current output is distributed among
the various categories of claimants of puxrchasers. Legislation and
voluntery activities relating to protection of consumers, furthering of
business cepital formetion, and stimulation of exports have a long
history., In that history the most lmportent single pfoblem, at least in
the . developed industrial economies, has been ﬁo prevent monopolistic
domination of markets, to the detrimeut of the general boly of consumers
and of the free enterviise that would lead to the most efficilent use of
technological opportunities., The emphasis in this section should,
therefore, be not on state nolicles relating to its own budget, but on
state and social pollcy designed to asswuwre an efficlent flow of output
 from the productive system to fne piwchaesers., The fleld for consideration
here is therefore, quile wide. The study will have to make the proper
/selection
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selection of the mejor policies to be considered. Two groups of such
nolicies can be suggested, judging from a brief glance at the field:

(a) policies designed to protect the ccnsumers and business

enterorises, in the wey of assuring them a buyer position on &

free and relatively honest maxket;

(b) policies designed to assist the domestlc enterprises in their

efforts to expand foreign maxrkets.

The former group of pclicies ranges from relatively minor items such
as the proper labeling of products to major and coﬁplicated matters such
as anti-trust policy; the latter ranses from minor items such as
pernitting assosiations for the promotiom of foreisn trade to major policies
such as the use of the force to provide lasting protection for the
country's traders in some other parts of the world,

VI. The Apgents of Tnduspzializ’ation

Industrialization is, in the Immediate order of consideration, an
extension of modern technology to problems of production (the latter term
understood most widely). It, therefore, requires a sufficient spread of
technical knowledge and skill, of the 'lmow-how' and this means in tura
that in come way or other a country that becomes industrilalized
accunulates kncwlédge éufficient to solve the various problems that arise
in adapfing the availlable techniques to the specific rroduction tasks in
the specific conditions of the coumtry. Some account of how such knowledge
is acquired, in addition to whatever data tell us about the emergence of
industries embodying modern technology or felated facts on the movements of
products, workers, or financial caﬁital, is required in the present study;
and is suggested as one of the topics for consideration in the present
nart.

Furthermore, industrialization, being of profound and far-reaching
consequences not only to the economic but to the whole social 1life of a
country, usually meens that some groups gein the process; and others lose,
at any rate in the short run. In the older countries, particularly,
industrialization means a violent and painful dislocaticn of established
econontic and sociai patterns, and imperils the intrenched positions of
some social groups. Naturally, industrialization is resisted by these
groups; and will be carried through successfully only if other groups,
cognizant either of its long run benefits to society as a whole or of its
short-term benefits to themselves, are strong enough to overcome oppositlon
and to prevent any attempts by'the'opposition to gtifle industrialization
in its Infency. In any account of industrialization, the analysis of the

' Jrcle of
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role of these active agents and carriers of the process and, in so far as
possible, of the conflicts of opinion about it is indispensable,

Finally, as industrialization accomplishad a marked transformation
of material conditions in the eccromy - of production, distribution, and
consunption - there inevitably follows & concurrent chenge not only in
economic motivation, but also in the place of economic values in the whole
set of values that govern social life. This change in ecoromic and
social values may differ from country to country, as result of differences
in historical heritage prior to onset of industrialization ard of
diflerences in the governing institutions under whose auspices
industrialization has in fact been carried through. But it is possible
that through all sush diversity of value changes accompanying
industrialization in various countries, s diversity that must be clearly
" recosnlzed and considered, there are some strands of similarity. Thus

. one can suggest that in general there must have been an increased emphasis
on economic values us an accompaniment and effect of industrialization; and
2 lowering 1in the scale of other soclal values associated with status
positions in pre-industrial society. Another example of a common tendency
1ls the greater spread of comucn economis values through soclety as result
of the closer tiles among its various parts that resulted from the greater
integration of the economy through the development of means of transportation,
communication and ecouomic organization tiat are part and parcel of the
industrialization procese, It would be one of the tasks in the present
part to indicate at least the broad outlines of the changes in econonic
motivation, and of ths position of econcmic value in the whole set of
social values, that accompaniecd induvstrialization in the given count; .

The three groups of problems and questions just suggested for
consideration in the present part hardly lend themselves to guantitative
study; and appear 1o be among those least explored in past studies in the
fileld, For thils reason not only is the classification into sections
susgested below of the most tentative ordsr, but, sven. the notes under each

"section head are of only suggestive velue, In this whole arese the widest
discretion is to be left to the investigatcr conducting the study; and the
greatest reliance will have to be placed on his ability to find an approach
to the problems that would permit of effective handling, compatible with
assurance of objeetivity of the analysis, -

The following sections are suggested:

VI-1 Carriers of tec¢hnolopical knowledse -

This section would try to idsutify the various means by which
“ . : /technological
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technological knowledge has been adapted to the needs of the cowntry.
The course of inventions within the courtry, reflected quantitatively
in some countries in the patent statistics and sometimes identifiasble
on en individual, single invention basis; the promotion of
technological research wnder private, public and governmental auspices;
the changes in social attitude towards technological change,
narticularly the shift from opposition to toleramse on the pert of
labour; the tlming and concentration of technlcal advance as it has
affected the several Industries of the cowntry, whether such advance
originated outside or within the country - are illustrative of thet
topics to be trealted here, One must also pay perticular attention
here to the problem already noted under II-4, the role of foreizn
technical personnel in countries that entered the phase of
industrializstion relatively late in its spread across the world, ' The
discussion in this section should be linked with that in section II-k,
VI-2 Ageats of Industrialization

This section deals with the emergence, identity and role of the
groups that served as spearheads of the industrialization process,
in the sense of breaking through the various obstacles and taking the
chances on success of industrialization ventures. Domestic

entrepreneurs, foreign entrepreneurs, the state are among the groups
that come most easily to mind; but they had various allies -~ the .
sroups concerned with the strength and growth of thelr country, but
not actively engaged as either entrepreneurs or state officials;
professional groups concerned with applicai;ion of modern technology,
but not in an entreprencurial position, The emergence of all these
croups within the country; thelr activity in actually carrying through
key industrislization projects or in péving the way for them; the
- duration and conditions of their service as active agents of

indugstrialization, with perticuler attention to the danger of thelr
becoming obstacles shortly after successful accomplishment of some
task - are topics for treatment here., The conspicuous personalities
in the process - the cepteins of industry, the great economic
statesmen, the great propegandists of the new economic and technical
order - are easlily identifisble. The anelysis, howevar, should go
beyond them and try to survey the emergence and activity of the larger
croups lnvolved,
VI-3 Conflict of attitudes toward industriglization

- The present section will try to formulate the major prevailing
attitudes and their relative strength, on the basis of records that lend

/themselves




E/CH.1/Suk.3/W.2
Tage 47
themselves to objective statement onily with great difficulty. The
records referred to are not theoretical disquisiticns on the subject
that may appeer in vericus writings by scholars In the soclal sciences,
They are of opinions widely sntertained in society,_either among
district socilal groups or often claiming the Ussis of a wider
congensus, They wlil be found in the progremmes and pronouncements
of political parties or of assoslations claiming to represent the
interests of important groups in soclety; in the discussioms within
the political bodies of the nation (particularly the legislative) of
various problems connected with industrialization; in the writings
of peonle who heve claims to soncial leadership rather than to
scholarly attainment; and in the wrltten réflections of timely social
issues, particularly those that provoie substantial agltation and
lead to consplcuous popular movemenis,

The prodlems involved in dealing with this toplc camnot be fully
foreseen, nor treated here, One can only suggest at presént that:
(a) at one level of analysis, the throats and promises to group
interests extended by the process of industrialization be clearly
recognized, and hence the bases of negatlve and positive attitudes

established; (b) at the next lavel of analysis, the reformulation

of attitudes thet may have thoiz origlun in greup intverests be again
clearly recognicsd, such reforumiaticn being a consclous or unconscious
deslgn to indiuss ponicty {erd pacticuiariy usutral groups) to accept

a given group‘s attitude as binding upcn society at lsrge; (c) at a
third level of analysis, conslieration rust be given to the mechanism
by which the conflintlng attituies cre resclved into declslons,
subsegusntly to bhes aniorced br wiateows: musans society has for
enforcament, The ochizme of apyrosch fust cutlined is highly tentative,
end may be based upon a favlity concepuion of the reiation betwesn
group interests, their formulation as planks urged for a natirn's
programme, and their impiementation in legislation and administration,
But it 1s presented here as an illustration of cne possible line cf
approach, ’ ’

YTl Changes in values

This sectlion deals with changes in economlc motivation accompanying
industrielization, as well as with the shifis in the position of
economic and on the scale of social values, That the answers to the
questions as to wiy peupls work, how highly econaomic success is valued
as compared with success in rellgica or in public serwvice, what
criteria people ccusider when chcosling emoing various modes of econcmic
activity (for themselves or for their children), have chenged for & given

[country
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country between the time prior to infustrialization and‘later times
seems obvious, The difficulty lies in finding the objective evidence
that would support with reasonable acceptability any statements
concerning such shifts in valuve; wowld permlt g more precice
formulation of ths changes that have in fact ccoursed than ie possible at
present; and would serve to distinguish clearly the spsecific elemeats
of change in motivation and scale of values. It is possible that
techniques for dealing with such problems have been evolved in the
discinlines of soclology end cultiral aathropology; and that some
assistance may be secured from them.

kile the problem is importént, it is easy to exaggerate the role
of human end social will in the process of industrialization - and
particularly easy to overstate the importance of individual motivation,
Naturally, individual will and motivation are of cardlnal signlificance
in accounting for all humen behoviouw, - economic behaviour as a
species of the latter, and behaviour leading to industrislization as
a sub-species, DBut there is a genuine question as to whether the
dynamic, the changing element that is the engine of industrielization
deoes not lie in the cbjective factors of cumulative knowlelgs and
scciel and economic institutions that provide the changling framework
within which reletively constant human wotuce operates, To say that
some countries accasplilshed industrialization successfully because
they exerted sufficient strength of will {o do so, and others did
not because they did not will it sufficientiy, i1s perhaps to put
emphasis on the wrong aspect of the complex process of soclal change..
For the question then arises as to why theve had been that difference
in will; snd the aaswer to that question lnevitably leads to an
analysis of factors residing in the historical heritage; i,e., the
existing and intrenched social and economic institutions, in the
supply of natural rescurcss, in the position within the political
fremework of the world, and the like, In other werds, change in
motivation and values, while important fe itself a factor in
industrializaticn; is also a product of the latter, a refiection of
chenges in objective conditions whose aualysis is the main burden of
the earlier perts cf the study.
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