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PREFACE 

The Economic and Social Council, in its resolution 663 E (XXIV), requested 
the Secretary-General to prepare for the Social Commission at its thirteenth 
session and for the Council at its thirty-second session (1961) a report on the 
world social situation, including, in part I, a brief survey of major trends in the 
social situation and, in part II, a study of balanced social and economic develop­
ment. The present report is therefore organized rather differently from previous 
reports in this series, which have dealt either with social conditions and trends 
or with programmes adopted to improve social conditions. 

The survey of trends presented in part I is in the nature of an interim report 
between the 1957 Report on the World Social Situation and the next full report 
on this subject, due in 1963. It consists of a single chapter on recent social trends 
throughout the world and in accordance with the pattern established in previous 
reports, covers changes in different social fields such as health, education, food 
and nutrition, housing, conditions of work and employment, refugees, income and 
consumption. 

In view of the importance attached to the problem of the interrelation of 
social and economic development, 1 the rest of the report (part II) is devoted to 
an examination of this subject. In undertaking the study of balanced social and 
economic development, the Secretary-General is aware that there cannot be a 
rigid theoretical conception of " balance " applicable to a variety of countries at 
different stages of development. As far as possible, an empirical approach has 
therefore been adopted. 

Chapter II takes up the question of the interrelations of economic and social 
development and the problem of the definition of " balanced " development. This 
is followed by a chapter on the actual patterns of development in different countries 
as revealed by various social and economic indicators. Chapter IV presents data 
on allocations for social and economic purposes in a number of countries, and 
discusses the problems involved in obtaining reliable expenditure data. The next 
chapter deals with methods of co-ordinating and integrating economic and social 
programmes, including administrative arrangements relevant to such co-ordination. 
The final chapter (chapter VI) briefly lists certain general conclusions. 

Several country case studies of planning for balanced social and economic 
development are being issued separately. These case studies, as well as others, 
have constituted one of the sources for the text of the various chapters, and also 
serve to illustrate in more detail statements that are incorporated, in a more 
general form, in the body of the report. 

In addition to case studies, another source for the preparation of the report 
has been the replies submitted by several Governments to the circular note sent 
by the Secretary-General requesting information on difficulties encountered and 
experience gained in the implementation of programmes of social development. 2 

A more extensive use of government replies was not possible in the present report; 3 

they are, however, available in the files of the United Nations Bureau of Social 
Affairs and may be consulted by interested governmental or non-governmental 
agencies. 

1 The General Assembly, the Economic and Social Council and the Social Commission have 
in recent years repeatedly emphasized the importance of balanced social and economic 
development and have adopted a number of resolutions reflecting this interest. The relevant 
resolutions are listed in the second footnote in chapter II. 

2 This note was sent to Member Governments in accordance with resolution 731 C (XXVIII) 
of the Economic and Social Council. 

3 The material will of course be used, as appropriate, in future reports in this series. 
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This report has been prepared by lhe Bureau of Social Affairs with the co­
operation of the Statistical Oflice of the United Nations, the International Labour 
Office, the Food and Agriculture Organization of the United Nations, the United 
Nations Educational, Scientific and Cultural Organization, and the \Vorld Health 
Organization. ~Iaterials contributed by the specialized agencies have been used 
in the preparation of part I of the report. Certain materials used in papers prepared 
by the Bureau of Social Affairs for the fifth session of the Working Party on Eco­
nomic Development and Planning of the Economic Commission for Asia and the 
Far East, held in Bangkok, from 15 to 26 September 1959, have also been incorpo­
rated in lhe present report. Finally, attention is called to the Report of the Expert 
\\'orking Group on Social Aspects of Economic Development in Latin America, 
which met in :Mexico City from 12 to 21 December 1960.' This report presents 
conclusions relevant to many of the questions discussed in the present report. 

• United Nations, ST/ECLA/CONF.6/L.2/Rev.1. 
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PART I 

Chapter I 

RECENT TRENDS IN THE WORLD SOCIAL SITUATION 

INTRODUCTION 

The present chapter summarizes major trends since 
1954-1955, the closing years of the period discussed 
in the 1957 Report on the World Social Situation. 1 Impor­
tant changes are not to be expected over a four- or 
five-year period in all of the subjects covered in the 1957 
report, and not all of the changes that have occurred 
can be detected or measured through available data. 
Some of the most important indicators of social trends 
- life expectancies, literacy rates, composition of the 
labour force - are assessed through censuses that are 
generally conducted at ten-year intervals. The majority 
of countries are taking such censuses in 1960 or 1961, 
and at least a two-year lag can be expected before full 
publication of the findings. Thus, the present chapter 
has little or nothing to say about these subjects; also, 
when trends that have been discussed in detail in 
earlier reports appear to be continuing without impor­
tant change, this is stated briefly, without duplicating 
the earlier material. The task of making a systematic 
statistical coverage of social questions is reserved for 
the 1963 Report on the World Social Situation and the 
accompanying Compendium of Social Statistics. 

An incomplete and even misleading picture would be 
given if the discussion were confined to questions for 
which statistical evidenc:!e is at hand, or if it stopped 
short at the most recent date covered by statistics 
- usually 1958 or 1959; or if it were confined to the 
social implications of strictly " social " trends. To a 
very large extent, the emerging problems of social policy 
today derive from rapid changes in the economic, demo­
graphic, and political situations. 

Some of these changes have a long-term character. 
In particular, the accelerating growth of world popula­
tion and the increasing concentration of this population 
in cities continue to be phenomena of overwhelming 
importance, although the present chapter can add 
little to what has been said about them in earlier reports. 
During 1961, the population of the world will pass the 
3 000 million line. The annual increase is now between 
45 and 55 millions, while the rate of increase has risen 
from about 1 per cent in the years before the Second 
World War to a value between 1.6 and 1.9 per cent, 

1 United Nations publicat on, Sales No.: 57.IV.3. 
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and is still rising. Preliminary data from some of the 
censuses carried out around 1960 indicate that it may 
even be necessary to revise upward present estimates 
of the rate of increase. 

In most of the economically developed countries 
during the period under review levels of employment, 
income, and private consumption have remained high 
or have risen, with a few setbacks. Prices have risen 
to a limited extent, and uneasiness over long-term infla­
tionary pressures has continued, but the problems 
of various groups struggling to maintain or increase 
their share of the national income have been less pro­
minent during these years than in more inflationary 
periods of the past. The gap between farm and non-farm 
incomes has, however, widened in several countries. 
Also, while aged persons living on fixed retirement 
incomes or personal savings have not suffered as much 
from general inflation as in certain periods of the past, 
another aspect of rising costs in connexion with this 
group has come to the fore, namely the fact that the 
methods of diagnosis and treatment for the degenerative 
diseases have become increasingly complex and expen­
sive. Medical costs for the aged can, in fact, be extremely 
high if the best available resources are brought to bear 
on each case of sickness, whether these costs are borne 
by the individual or by social security, and they can be 
expected to increase as further scientific advances are 
made and as the number of the aged continues to grow 
as a result of these advances. Given such costs, the 
practice is often followed of saving on matters that are 
not so central from the medical point of view, such as the 
environment and comforts provided for the aged patient, 
with the result that the additional years that modern 
society can bestow are often unhappy ones. 

Two short-term trends or sudden upheavals affecting 
many of the less developed countries during the same 
period deserve particular attention. One is mainly 
economic in origin, the other mainly political, but both 
have an impact on all aspects of socio-economic progress. 

(1) Many of the less developed countries in the period 
covered by the present report have been fac~d "'.ith 
balance-of-payments crises or broader economic diffi­
culties. A number of them, particularly in Latin Ame­
rica, have turned to drastic policies of " austeri~y ~• or 
" stabilization ", and others have made more limited 
changes in their spending policies. The most common 
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reason has been the deteriorating price position of most 
of the foods and raw materials that thes t . . . e coun nes 
~xport, m relat10n to the manufactured goods the 
import, although over-optimistic and poorly planne~ 
~over_nment ~xpcnditures, deficit financing, chronic 
mflatwn, drymg up of the flow of investment funds 
from ~broad, and °;lany other factors have entered into 
the picture to varying degrees in different countries. 

Economists as well as political leaders are far from 
agrcc~cnt alJ?ut the economic advisalJility of the more 
d~st1c austcnty measures, with one group arguing for 
high developmental spending at all costs. More com­
monly, howc':c_r, the austerity policies are looked upon 
as a pr:r_eqms1tc to sound development through the 
~ost cfhcicnt use of resources, and the influence of such 
mtergovcrnmcntal agencies as the International Mone­
tary ~und has lJccn an important factor behind their 
adopt10n. 

On the social side, the austerity policies have not 
generally resulted in any cutting of expenditures on the 
programmes that arc now considered to have the most 
direct bc..:ring on development - principally education 
and pulJhc health - although they may in some cases 
have prevented expansion of these programmes. Some 
of tl~em have been ~ccompanicd by government pledges 
to give ~nore attent10n to the previously neglected rural 
populatH~n and to food production. They have, however, 
resulted m the abandonment or modification of various 
measures t1_1at lJolstcrcd ~l~e incomes, levels of consump­
l10n,_ and 301J oppor~umt1cs of urban workers during 
prcv10us years, at a time when these groups, and parti­
cularly lhe unskilled recent additions to the labour 
force, arc feeling the direct e!Tects of the slowing down 
of urban economic growth. Government-decreed "esca­
lator " wage increases to match rising costs of living 
have often been replaced by wage freezes. Measures 
intended lo stabilize the prices of consumer goods (price 
controls, subsidies, favourable exchange rates for certain 
imports, direct sales to ·workers in state-owned stores) 
have often lJecn modified or abandoned. Transport fares 
in some cities have been raised after being fixed at arti­
ficially low levels for many years. The size of government 
staffs has been frozen or cut, employment in public 
construction programmes has declined, and legal re­
quirements that private employers keep superfluous 
workers on their payrolls have been relaxed. 

These measures, in the countries in question, have 
clashed directly with the " revolution of rising expec­
tations " that has been taking place among the masses 
of the population, resulting in a widespread feeling 
that they are being required to assume an unfair burden 
of sacrifices. In fact, most of the austerity programmes 
include features affecting the wealthier classes - re­
strictions on imports of luxury or high-cost goods such 
as automobiles, reform of the tax system, prevention 
of tax evasion, etc. - but there are indications from at 
least a few countries that these measures are less vigo­
rously followed up than the ones previously mentioned. 
The immediate future may depend on the extent to 
which the masses of the population will accept tempo­
rary frustrations without violent protest, but the longer-
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ter1:1. future depends on the extent to which national 
P?hcies succeed in stimulating economic growth at a 
hig? enough. rate to produce a visible improvement in 
their well-bemg. A recent meeting of economists socio­
logists, and political scientists to discuss the' social 
aspects of economic development in Latin America 
agree? that sound development requires not only more 
e!Techve policy decisions but also more popular support 
for development policies than has yet been attained 
and a more equitable distribution of the fruits of deve­
lopment to justify such support. 2 

(2) During the period since 1958 there has been a 
new transformation of colonial territories into indepen­
dent States, matching that which followed the Second 
Wo:ld War .. The newly independent States (mainly in 
Afnca) _are m gener~l much smaller in territory and 
populat1011, poorer m economic and educational re­
sources, and more lacking in political and administra­
tive experience than were the mainly Asian and Middle 
Eastern States that became independent in the 1940's. 
The attainment of independence has inevitably been 
accompanied, on the one hand, by an upsurge of popu­
lar demands and expectations for education social ser­
vice~ and higher levels of living ; on the other, by dis­
rupt1011 (ranging from slight to practically total) of the 
e~isting administrative machinery and the social ser­
vices, as well as many of the business houses banks 
industries, transport systems, etc., previously staffed at 
the managerial and technical levels by Europeans. 

The countries in question have an urgent need for 
technical advice of all kinds, coupled with an under­
standable determination to make their own decisions 
and repel any hint of tutelage. Their educational sys­
tems are rapidly expanding, but as yet with inadequate 
planning and with some confusion over the continued 
applicability of the priorities set up by the previous 
administrations. Africa is also weak in basic social and 
demographic information needed for planning, in spite 
of considerable progress in censuses and social surveys 
during the past five years, so that some of the new 
countries can do little more than guess even the size 
of the labour force or the number of school-age children. 
The next few years will be a period of very active social 
experimentation and adaptation of the institutions 
borrowed from abroad to local conditions and new 
goals. There will clearly be a need for regional co-opera­
tion in this process, including the creation of regional 
institutions for research and higher education. 

HEALTH 3 

Prevalence of illnesses 

The major health problems of the world today may 
be conveniently divided into three groups: (1) The qua­
rantinable diseases whose incidence is now quite limited, 
but which represent a continuing menace that must be 

2 United Nations, " Report of the Expert Working Group 
on Social Aspects of Economic Development in Latin America " 
(ST/ECLA/CONF.6/L.2/Rev.1). 

• The most important sources for detailed statistical informa­
tion and analyses of world health trends are the following publi-
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watched and subjected to international controls ; 
(2) The mass infectious diseases that are still the main 
causes of illness and death in the less developed coun­
tries; (3) The so-called " degenerative diseases " that 
become the major health problems once the first two 
groups are brought under control and the expectation 
of life passes above sixty years. 

In the first group are the six particularly dangerous 
quarantinable diseases: plague, cholera, yellow fever, 
typhus, relapsing fever, and smallpox. The fear of their 
international spread is so strong that about 170 States 
and territories have accepted International Sanitary 
Regulations governing their control, and the few States 
not bound by this international agreement do, in fact, 
observe most of its provisions. While not all cases of 
these diseases are reported, reporting is improving, 
and thus the information which becomes available is 
more reliable. 

Plague. In 1955, cases were reported from sixteen 
countries, in 1959 from only eleven, and the number of 
reported cases decreased from 1,413 in 1955 to 289 in 
1959. 

Cholera. Both in 1955 and 1959, cases were reported 
from four countries, all in Asia, but the number of cases 
reported in India declined from about 26,000 to less 
than 15,000. In Pakistan (East) the number of cases 
reported (about 20,000 in 1959) increased somewhat, 
owing perhaps in part to improved notification. An 
epidemic that began in Thailand in 1958 ended in 1959. 

"" Yellow fever was reported by five countries in Africa 
in 1955 and by four in 1959, including Ethiopia and the 
Sudan, at whose border an epidemic occurred. In Latin 
America, the number of countries reporting cases in­
creased from five to six, bnt the total number of re­
ported cases fell from seventy-five to thirty. 

Typhus (louse borne) was reported in 1955 in thirty­
five countries and in 1959 in only twenty-three. Although 
the total number of reported cases did not change mate­
rially, the smaller number of countries where this 
disease still occurs reduces the danger of epidemic 
oulbreaks. 

The same observation may apply to relapsing fever. 
The number of countries fell from twenty-nine in 1955 
to sixteen in 1959 (including nine in Africa), while the 
total number of cases increased; an increase that may 
be attributed to better reporting. 

Smallpox. Since a resolution of the Eleventh World 
Health Assembly (1958) noted that " smallpox still 
remains a very widespread and dangerous infectious 
disease and that in many regions of the world there 
exist endemic foci of this disease constituting a perma­
nent threat of its propagation ... ", control activities 

cations of the \Vorld Health Organization : Annual Epidemio­
logical and Vital Statistics (latest edition, for the year 1!l57, 
published July 1960); Epidemiological and Vital Statistics Report 
(monthly publication); The First Ten Years of the World Health 
Organization (1958), chap. 12-34; Annual Report of the Director­
General to the World Health Assembly and to the United Nations 
(Ofllcial Records of the \Yorld Health Organization, Nos. 67, 75, 
82, 90, 98). 
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have increased and some progress has been made toward 
the distant goal of world-wide eradication. In 1955, 
smallpox cases were reported from sixty-five countries, 
in 1959 from sixty-three. The number of reported cases, 
however, decreased more sharply than the number of 
countries where the disease occurred. 

1955 1959 

Africa . . . . . . . . . . . . . . . . . . . . . . . . . . 23,442 
America . . . . . . . . . . . . . . . . . . . . . . . . 8,421 
Asia . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,116 
Europe . . . . . . . . . . . . . . . . . . . . . . . . 85 

97,064 

14,731 
2,979 

57,547 
12 

75,269 

With the partial exception of smallpox, the quarantin­
able diseases have become more limited in their geo­
graphical prevalence, and this is a definite gain in world 
health. The main contributing factor may be assumed 
to be intense control measures carried out through 
extended health services. 

As long as even a few isolated cases of these diseases 
linger in the hinterlands of Africa and Asia, however, 
the danger of new mass outbreaks is present, if political 
turmoil or other factors lead to a breakdown of the con­
trols. This has recently been seen in the Congo (Leopold­
ville); in the interval between the hurried departure 
of most Belgian physicians and the arrival of inter­
nationally recruited public health personnel, local out­
breaks of smallpox and plague were reported. 

The mass infectious diseases are numerically many 
times more important than those discussed above. For 
some countries where these diseases prevail, rough esti­
mates of changes in their incidence and geographical 
spread can be made, but most such estimates have no 
reliable statistical basis. 

Malaria is still the major health problem in tropical 
areas, and the World Eradication Programme continues 
to attack it intensively. " In December 1959 about 
568 million people were protected by operations which 
had reached the attack or consolidation phase, while 
preparatory or pre-eradication work was being under­
taken for an area inhabited by about 168 million people". 
Reports that anopheles mosquitoes were developing 
resistance to insecticides were being received with 
"unpleasant frequency", but the most important prob­
lem faced by the programme is " uncertainty whether 
adequate funds will be forthcoming for the continuation 
of the work ". 4 Information from countries totalling 
about three-quarters of the world's population indicates 
that the estimated 250 million malaria cases of 1950 had 
probably fallen by 30 per cent by 1955, and by a further 
20 per cent in 1957 if compared to 1955 data. 

Rough estimates of the numbers of persons through­
out the world suffering from other mass diseases (yaws, 
bilharziasis, filariasis, trachoma, leprosy, trypanoso­
miasis) were presented in the 1957 Report on the World 

• World Health Organization, The Work of WHO 1959; 
Annual Report of the Director-General to the World Health Assembly 
and to the United Nations, p. v, and p. 4. 
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Social Situation. :\ quantitath·e estimate of recent 
changes in the global picture of these diseases is not 
aYailaLle, hut the scale of campaigns against them would 
suggest that their 1ireYalence has declined during the 
period under reYiew. Qyer the last ten years, for example, 
half of the 200 millions people living in yaws-endemic 
areas have Leen examined and, where necessary, treated. 

continued; hut not at a very high rate; the number 
of hospital beds increased by about 13 per cent, com­
pared with a world population increase of about 8 per 
cent during the same years. 

Region 
Increase from 
1952 to 1957 

in number of beds 

Percentage 
increase 

The number of known cases of these diseases, of course, 
increases consideraLly when a populatio11 has access to 
treatment and finds out that the methods actually 
work ; many formerly hidde11 cases turn up for treat­
ment. In a leprosy project in Asian countries, for 
example, the i11itial estimated numher of cases was 
aLoul 1,000, Lul when work was actually carried out 
in 1955 and 1956, 5,000 cases were detected and treated. 
\\"hile the proLahlc number of leprosy cases is small 
compared with some other mass diseases, this is one of 
the most cxpensi\"e lo treat and most costly in terms of 
the disabilities il causes. ProhaLiv aLout 2 million 
Ie1irosv 11atients arc rerristered lhr~urrhoul the world 

Africa 57,730 
370,216 

51,445 
97,185 

439,640 
40,G00 

26 
51 
33 
19 
10 

... ~• h ' 

alioul three quarters of whom arc under trealmenl, but 
\\"HO eslimatl's thal the total numher of sufTcrcrs is 
lidween IU and 12 millions.$ 

The diseases discussed abo\"c arc imporlant, as causes 
of sickness or death, mainly in the economically less 
den·loped regions. 

Continuing progress has been made against polio­
myelilis, partirnl::rly in the economically developed 
rountries. The rh:d e,·pnl here has been the rapid 
;!clvann· in the use of li\"e altenualed poliovirus vaccines, 
administnecl oralh·; extensive field studies have been 
carried out iu 111:u;y countries, notably in lhc Union of 
Soviet Sorialisl Hepuhlics, where lhe Lola) number 
Y;:ccinaled hy this mrlhocl was well over 50,000,000 by 
mi cl-summer I flGO, with an impressive record of safely 
and ~trong indications of cflicicncy. 6 At the same time, 
venereal syphilis and gon01Thoca, diseases which after 
the adnnl of penicillin seemecl to he declining rapidly 
in importance, have in several countries shown a dis­
turbing recrudescence. 

The major he~llh problems of the economically de­
veloped countries continue to he the " degenerative" 
clisrases of the upper age groups, especially heart 
disease- and cancer. Important progress is being made 
in research into the aetiology of these disca~es, but this 
has not as yet appreciably altered their incidence, and 
the fmclings - many of which have uot received final 
confirmation - cannot he summarized adequately in 
a brief review. 

1Wedical care 

Data on the ratio of persons to hospital beds in the 
1957 Report on the World Social Situation showed 
general improvement between 19"18 and 1952. Data 
up to 1957 now available show that the gains have 

• Ibid., p. 17. 

Asia and Far East ............... . 
:'.\tiddle East and North Africa .... . 
Latin America and Caribbean ..... . 
Europe (excluding USSR) ......... . 
North America and Oceania 2 

TOTAL l,05G,81G 13 

The percentage increases arc largest in the less deve­
loped regions hul these comparative percentage gains 
arc nol as significant as they might appear, in view of 
the difTcrenl Lases for the figures. The relatively small 
percentage increase in Europe resulted in a larger quanti­
tative expansion than the high percentage increase in 
Asia. In the USSH, the number of beds increased, be­
tween 1950 and 1959, by G09,000 (from 1,011,000 in 
1950 to 1,620,000 in 1959, or from fifty-six per 10,000 
persons lo seventy-six). 7 

llclwcen 1950 and 1958, the number of physicians in 
18G countries and territories increased Ly aLout 39 per 
ccnl, from 1,2,15,000 lo 1,733,000. 

Foon PHODUCTION A:-SU NUTRITIONS 

By Lhc opening of the period under review, the eco­
nomically advanced regions had recovered from the 
setbacks lo food production originating in the Second 
\Vorld \Var to such an extent that they were accumulat­
ing surpluses of certain commodities. In most otl~cr 
regions food production had roughly kept pace with 
population growth. In the Par East, long the mosl poorly 
fed region of the world, however, per capita production 
was still well below pre-war. This region had regained 
its pre-war consumption level (in quantitative hut not 
in qualitative terms) only by changing from a net cxpor-, 
ter to a net importer of foods ; its per capita consump­
tion of animal protein still showed a downward trend. 

Since 1954-55 the absolute amount of food production 
has increased in all regions, with the possible exception 
of Africa, and, as the follov,·ing table indicates, most of 
the recrions have made at least limited per capita gains. 
The g~p between the regions with food surpluses and 
those with food deficits, however, has not narrowed. 9 

7 Communication from Government of USSR, dated 29 July 
1960. 

• This section is based on FAO's annual reports on The State 
of Food and Agriculture for 1959 and 1960, in which detailed 
statistical data may be found. 

•·\Vorld Health Organization, The Work of ff IIO 1960, .4nnua 
Report of the Director-General to the World Jlealth Assembly and 
to the United ]\'ations. 

• In July 1960, FAO launched a Freedom-from-Hunger 
Campaign which seeks to focus world attention on this continuing 
problem. A plan by which needy areas are to receive surplus foods 
on favourable terms, approved by the United Nations General 
Assembly and by FAO, is to go into effect in 1961. 
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INDICES OF PER CAPITA FOOD PRODUCTION (AVERAGE 1952/53 -1956/57 = 100) 

Pre-war 
average 1954/55 1955/56 1956/57 1957/58 1958/59 /959/60 

Western Europe .................... 93 
Eastern Europe and USSR ........... 85 
Northern America ................... 87 
Oceania ............................ 110 
Latin America ...................... 103 
Far East (excluding China (mainland)) 108 
Middle East ........................ 95 
Africa .............................. 96 

ALL ABOVE REGIONS ............ 95 

For China (mainland) which is not included in the 
above indices, substantial rises in production were 
announced both in 1958/59 and in 1959/60, but droughts 
and floods are reported to have caused a serious setback 
in the most recent year. 

101 102 102 105 106 109 
95 103 112 114 123 122 
97 99 101 96 102 101 
99 101 95 92 105 99 

101 99 103 103 103 100 
100 102 104 100 103 105 

97 98 105 105 105 103 
100 99 101 96 96 92 

98 101 104 103 107 107 

The regional indices conceal wide differences in indi­
vidual countries. According to FAO calculations, per 
capita food production registered notable gains during 
the period under review in the following twelve among 
forty-eight selected countries.10 

INDICES OF PER CAPITA FOOD PRODUCTION (AVERAGE 1952/53 -1956/57 = 100) 

1954/55 1955/56 1956/57 1957/ 58 1958/59 
(Preliminary) 

Austria ...................... 96 103 108 110 121 
Greece ....................... 100 103 110 123 120 
Italy ........................ 96 105 104 102 114 
Yugoslavia ................... 93 125 103 137 117 
Brazil ....................... 101 103 111 115 119 
Cuba ........................ 94 98 111 113 116 
Mexico ...................... 103 106 113 120 123 
China: Taiwan ................ 100 100 107 113 117 
Japan ....................... 94 114 110 115 119 
Israel ........................ 101 103 122 126 130 
Turkey ...................... 86 100 106 111 123 
Tunisia ...................... 103 80 113 99 137 

In seven among the forty-eight countries food production failed to keep pace with population growth: 

Portugal ..................... 104 
Sweden ...................... 101 
Peru ........................ 101 
Uruguay ..................... 101 
Algeria ...................... 106 
Morocco: former French Zone ... 106 

The dependence of agriculture on weather conditions 
can mean wide year-to-year fluctuations in production, 
unrelated to long-term trends, and consequently great 
uncertainty and variability of income and consumption. 
Adverse weather may even affect the production of a 
whole region, as happened in the Far East in 1957/58. 
The widest fluctuations occur in areas with particularly 
uncertain rainfall, including north-western Africa, parts 
of the Middle East, and certain rice-growing countries 
in South-East Asia. In the above table, Algeria, Tunisia 
and Morocco show plainly the impact of droughts in 
1955/56 and 1957/58. In the so-called "fertile crescent" 
comprising Iraq, Jordan, Lebanon, and the Syrian 
region of the United Arab Republic, fluctuations have 
probably been even greater; droughts have now caused 

102 101 105 99 
91 101 100 94 

102 95 97 95 
99 95 100 94 
95 110 98 95 

100 101 85 99 

crop failures for two successive seasons and appear 
likely to do the same in 1960/61.ll In Latin America, 
north-east Brazil suffered one of its recurrent droughts, 
accompanied by hunger and mass migration, in 1958, 

•• See annex table 1 B in The State of Food and Agriculture, 
1960, op. cit. 

11 The following statistics on production of wheat (in thousands 
of tons) show the very wide fluctuations in crops found in this 
region: 

1954 1955 1956 1957 1958 1959 
(Preli-
minary) 

Iraq ..... 1,160 453 776 1,118 754 671 
Syria .... 965 438 1,051 1,354 562 632 

Economic Development in the Middle East, 1958-59, United 
Nations publication, Sales No. : 60.II.C.2. 
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while in 1959, production in Uruguay and neighbouring 
parts of Brazil and Argentina su!Tered from floods. 

The indices also conceal very important differences 
in the character of the production increases in the diffe­
rent regions and in the factors behind the increases. 
These di!Terences represent a continuation of trends dis­
cussed in chapter IY of the 1957 Report on the World 
Social Situation. 

(1) In the regions of \Vestcrn Europe, North America 
and Oceania, where linstock products already formed a 
high proportion of food production at the beginning of 
the period, the increased demand resulting from rising 
incomes has gone mainly to these products and they have 
risen more rapidly than agricultural production as a 
whole. In the less deye)oped regions, on the other hand, 
although the nutritional deficiencies call for a greatly 
increased consumption uf livestock products, purchas­
ing power is insuflicient for a high level of cfTectivc 
demand fur these more expensive foods, and livestock 
production has heen increasing more slowly than total 
production. The hasic grains and starchy rools have 
hel'n rising more rapidly than production as a whole in 
both the Far Ea~t and the ~liddlc East, more slowly 
in Latin America, and also in Africa where the agri­
cultural products rising most rapidly have liecn the 
rt'sidual group inrluding sugar, beverage crops, oil 
crops, etc., a high proportion of which arc grown for 
l'Xpnrt. (It should he noted, however, that statistics 
on basic food crops in Africa arc especially poor.) Per 
capita drmand for hasic caloric foods in the higher­
income countrirs seems generally to have been satiated 
or even to he declining; although production of such 
nops in many of the countries is still increasing, a large 
part of the output is now used for animal feeding or is 
:tf'C'11111ulating in surplus stocks. 

(2) In the economically more advanced regions, pro­
duction increases have resulted mainly from higher 
yields per unit of area cultivated_; in many cases produc­
tion has expanded in spite of a decline in area. In the 
less dewlopccl regions, while there has been some limi­
ted increase i11 yields per hectare, the larger part of the 
increase in output of major crops has resulted from 
extension of the cultivated area (including double crop­
ping). Rice is the major exception among the basic 
food crops; rice yields arc estimated to have increased 
faster than area planted to rice in all regions except 
Lalin America. 

Indices of national food production do not reflect 
closely the level of supplies for human consumption, as 
they take no account of changes in exports and imports. 
In general, information on food supplies available for 
consumption is very imperfect, especially for the less 
developed countries. FAO, on the basis of food balance 
sheets calculated for forty-two countries, estimates that 
during recent years there have been fairly steady in­
creases in the intake both of calories and of animal pro­
tein in the countries of Europe, North America, and 
Oceania. In the other regions increases in calorie intakes 
have been limited, while in many countries average 
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intakes of animal protein hardly reach the pre-war 
level.12 

Levels of nutrition in the Far East remain the lowest 
in the world. The South-East Asia Regional Director of 
WHO, in 1960, singled out nutrition as the "most dis­
tressing public health problem " of the region. Although 
there have been encouraging increases in per capita 
domestic production since 1954/55, the situation is 
still worse than what it was a quarter of a century ago; 
the limited dietary gains have depended to a large 
extent on increase of food imports, derived in part from 
the surplus production of rich industrial nations. Con­
sumption of animal protein in this region is particularly 
low, and the two countries with lowest consumption, 
India and Pakistan, have barely maintained previous 
levels of six and eight grammes daily per capita. The 
l\Iiddlc East has apparently maintained previous nutri­
tional levels by becoming a net importer of food, largely 
to ofTset unfavourable climatic conditions during the 
last few years. In Africa per capita food supplies seem to 
have declined from the level of 1953-56. The most recent 
FAO survey of the situation in Africa, wh:le emphasiz­
ing the scantiness of information on consumption, con­
cludes that consumption is now under the low pre-war 
level, and that this trend is all the more serious in that a 
reduction in supplies tends to be unevenly distributed 
over the difTcrcnt socio-economic groups and even 
within the family; the diets of women and young chil­
dren arc p:i.rlicularly inadcquate.13 In Latin America_ as 
a whole, food supplies arc keeping pace with populat10n 
growth (allhough not with the new demands stemming 
from rising income levels and urbanization) while some 
countries (for example, Brazil and Mexico) have forged 
ahead. 

Data on the nutritional situation of difTerent popula­
tion groups within individual countries arc too scanty to 
provide any evidence on trends. It is clear that the fact 
that a country's caloric intake, assessed from the food 
balance sheet, is close to requirements docs not mean 
that part of the population may not be sufTering from 
under-nourishment. Even in countries where average 
consumption levels are in excess of estimated require­
ments, Lhe food intakes of some of the poorer groups of 
the population can be far below minimum needs for 
health and labour efficiency. 

HOUSING 

During the period under review, th_e rate of construc­
tion of new housing in most countries of Europe and 
North America was high enough to reduce but not to 
overcome the housing shortages that date from the 
decades of depression and war. To varying d~grees th~se 
countries have been able to turn more of their attent10n 
from the general quantitative shortage to the housing 

" The Slate of Food and Agriculture 1960, op. cit., annex 
tables 14 A and 14 B. 

1, Food and Agriculture Organization, " Review of the Fo_od 
and Agricultural Situation in Africa", prepa~ed for the third 
session of the Economic Commission for Africa (E/CN.14/62). 
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needs of special groups and to the needs for replacement 
of sub-standard dwellings. 

In western and central Europe the number of dwell­
ings completed per 1,000 inhabitants averaged over 
5.0 annually in all countries except Ireland since 1954.14 

The rates fell off to some extent in 1958, but recovered 
in 1959 and were expected to rise again in 1960. The 
Federal Republic of Germany, which had a particularly 
severe housing shortage in the early 1950's, was in the 
lead with more than ten new dwellings per 1,000 inha­
bitants per year, followed by Sweden with more than 
eight, the Netherlands and Norway with more than 
seven, and France, which rose above the seven per 
1,000 level in 1959. These rates of construction were 
high enough to meet the needs of new families and to 
permit some reduction in overcrowding ; a good deal of 
the existing stock of housing, however, needs replace­
ment because of age and deterioration, and an increase 
in the rate of formation of new families is probable 
during the 1960's as the large groups born during the 
late 1940's come of age. Practically none of the countries 
in western and central Europe can afford to reduce their 
rates of housing construction in the near future. 

In the countries of southern Europe both the situa­
tion and the trends are less favourable. These countries 
have a chronic housing shortage, with average density 
of occupation at.least 50 per cent higher than in western 
and central Europe. Rates of construction of new dwell­
ings in Portugal and Spain, however, are below 4.0 per 
1,000 inhabitants "insufficient to meet minimum annual 
housing needs, quite apart from the elimination of shor­
tages and needs arising from international migration ". 
Greece and Italy have more satisfactory rates (6.0 per 
1,000 or over) but in Greece a large proportion of t?e 
new dwellings are "small rudimentary structures bmlt 
in the rural areas by the owners ".16 

In eastern Europe, shortages at the beginning of the 
period under review were particularly se~ere, because 
of wartime devastation, low pre-war housmg standards 
and, in some countries, the relatively low priority pre­
viously given to housing in public investment plans. 
Except in the USSR, recent construction rates have not 
been high enough to indicate any rapid i~proveme~t. 
The USSR, however, has considerably mcreased its 
housing investment in recent years and attained a 
higher rate of new hou~i1:g construc~ion than_ any other 
country for which statistics are available; this rate h~s 
risen from 7.0 per 1,000 inhabitants in 1954 to 10.8 ~n 
1957 and 14.4 in 1959. The Government of the USSR m 
1957 set as a goal the elimination of the sh?rt~ge of 
workers' housing throughout the country withm t_he 
next ten or twelve years. This goal implies a further rise 
in the level of construction; in the period 1959-65 nearly 

u See European Housing Trends and Policies in 1959 (United 
Nations publication, Sales No.: 60.II._E/Min/1_1) and e~r~ier 
annual reports in this series. Ireland, with a slightly declmmg 
population, has today no quantitative ho~sing problem. Inter­
country comparisons of rates of con~t~uct10n h~ve to be ~ade 
with caution in view of differing defimtrnns and sizes of dwellmgs, 
as well as differing levels of housing at the beginning of the period. 

" European Housing Trends and Policies in 1959, op. cit., p. 13. 
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15 million dwellings are to be built in the cities and 
urban-type communities, while an additional 7 million 
dwellings are to be built by collective farmers and rural 
professionals and technicians.16 

The United States rate of house-building in recent 
years has been between seven and nine per 1,000 inha­
bitants ; by 1959 its over-all quantitative shortage of 
housing had been "virtually eliminated ".17 "Most of 
the cities, however, continue to be troubled by particular 
kinds of shortages and maladjustments between supply 
and demand: there are needs for more dwellings for ren­
tal to middle-income families and families with several 
children; for more dwellings adapted to the needs of 
elderly people; and for more dwellings other than slum 
tenements accessible to low-income migrants. 

In western Europe and North America the period has 
seen continually rising costs of construction and land, 
although construction costs may have levelled off in 
1959. In eastern Europe, including the USSR, there has 
been some tendency for building costs to decline, largely 
owing to industrialization of methods and rising produc­
tivity of labour.18 

In many of the western European and North Ameri­
can countries, as the most urgent shortages have been 
met, there has been a shift from public and semi-public 
to private financing, and a tendency to concentrate 
public funds to a greater extent on slum clearance, hous­
ing for families with incomes too low to meet market 
prices, and housing for groups with special needs, par~i­
cularly the aged. In the eastern European countries 
there have been substantial increases in State credits 
and subsidies, but also a continuation of the trend noted 
in earlier reports to encourage greater participation by 
the people in provision of th~ir own ~ousing; i~ ~he 
USSR in 1959, out of new housmg totallmg 80.4 mill10n 
square metres of floor space, 53.8 _millions were bu_il~ by 
State and co-operative organizat10ns and 26.6 mill10ns 
by urban dwellers at their own expense or with the help 
of State loans; these figures do not include collective 
farm housing, which is built mainly by the farmers 
themselves.19 

There has also been a fairly general trend in the coun­
tries in which private rental housing is import~nt 
toward the relaxation of rent controls, so as to provide 
better incentives for private investment in such hous~ng. 
Only a very few countries, however, n?tably _B~lgmm 
and Finland have entirely or almost entirely ehmmated 
rent controls. In eastern European countries and the 
USSR, on the contrary, while income levels have ri~en, 
rents have been controlled at a level which has reqmred 
the State to subsidize maintenance and repairs. Y_u?o­
slavia abandoned such a policy in January 1960, raismg 

u Communication from the Government of the USSR, dated 
29 July 1960. 

, , Economic Report of the President, transmitted to the United 
States Congress, 20 January 1960. 

" European Housing Trends and Policies in 1959, op. cit., 
pp. 32-36. 

" Communication from the Government of the USSR, dated 
29 July 1960. 
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~ents to_ an economic level with compensating increases 
Ill salanes and pensions. 20 

!s~cl _h~s a unique housi~g problem in the early 
19,;_iO_ s, ~, luc!1 has been alleviated with the ceasing of 
~n.iss rrn_gra t10n and through heavy public investments 
'. 11• housmg. B3!wccn 19-19 and 1958 public building 
•!ccountcll for , , per cent of the new dwelling units, and 
80 per cc!1 t of the dwelling units publicly constructed 
were dest_mcd for new 1'.ligrants and agricultural settlers, 
the remamder for special groups such as civil servants, 
members of th<; armed forces, and invalids. By the close 
of the tlccadc 1t hat] been possible to eliminate 85 per 
c~u_t of lh~ tc~nporary shelters and transit camps in 
\\ hieh the unm_1granls had been housed. Israel hopes to 
~-lose the _remamder of these during 1961, and to turn 
1ls_attent10n to new housing for the mass of the popu­
la t1on. •1 

In the majority of countries in Africa, Asia, the ::\Iiddle 
East and Latin :\merica it is unlikely that substantial 
progress in meeting housing shortages has been made 
during lh~ periotl under re~·iew. The previously high 
rall's of city growth and nugration to the cities havr 
rou_linued, with the prohahlc exceptions of one or two 
African counlrirs in which recent political events have 
meant a ~ollapse i_n urban employment. Public housing 
co11slrucl10n cnnlmues to he on too small a scale to 
have any significant c!Tcct on the situation. In fact, the 
austerity policies adoplctl by many of these countries 
since 1 !l;i7 have meant a culling hack of investments in 
u_rha1! public housing in favour of more directly produc­
tl\"l' mveslrnenls." It can thus he assumed that the 
urh:i.n masses arc living in the same intolerable condi­
tions of overcrowding described in the 1957 Report on 
l~zc_ n·orld Social Situation and that the number of people 
hvmg under such conditions has increased. A new 
assrssmcnl of quantitative trends, however, will have 
to await the censuses that most countries arc carrying 
out in 1960 or 1961. 23 

\Vhilc the urban housing crisis has not been alleviated, 
there is some reason lo helicve that rural housing condi­
l ions arc beginning to change for the better in at least 
a few areas. Community development and self-help 
housing programmes arc now reaching an important part 
of the rural population in India, Pakistan, the Philip-

"' European llousing Trends and Policies in 19-i9, op. cit., p. 5(), 

" Israel, International Seminar Conference on Housing, 4th 
tn 31st Jfay 1960, sponsored by the ;\linistry of Labour in co­
operation with the :\linistry of Social Affairs, Tel-Aviv. 

" Data in the 1()5() Statistical Yearbook (United Nations 
publication, Sales :--.o.: 5().XVII.1, table 123) on new dwelling 
units completed or on building permits issued up to 1958 show 
a falling oil in construction in several of these countries after 
1()56 or 1()57. The coverage of these statistics and the local 
factors that may inOuence year-to-year changes vary too widely, 
however, to permit the drawing of any general conclusion from 
them. 

,. The situation in Latin America may change for the better 
with substantial support for housing to be given from the Special 
Fund for Social Development provided for at the Bogota Economic 
Conference of the Americas in 1()60. 
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pines and elsewhere with material assistance and advice 
in improving the traditional methods of construction, 
in building latrines, digging wells, etc. Rural electrifi­
cation programmes are beginning to reach the villages 
in a few countries. Here again, however, censuses or 
sample surveys will be needed for an assessment of mate­
rial changes. 24 

EDUCATION 25 

The past few years have seen an intensification of the 
world-wide demand noted in previous reports for more 
education and for more equitably distributed opportu­
nities for education. These demands have naturally 
centred on di!Tcrent kinds of education (primary, secon­
dary, tcclmical, higher) in dificrent regions, depending on 
the circumstances, but almost everywhere educational 
budgets have risen steadily (by 12 to 14 per cent a year, 
as an unwcightcd average). In some countries more than 
5 per cent of the national income now goes to education, 
and the percentage is expected to rise still higher. The 
conception of education as a productive investment as 
well as a form of social consumption continues to gain 
ground, and the debates over educational methods and 
purposes also continue. One of the most widespread 
trends thus relates to the future; both the heavy cost of 
ctlucation and the developmental tasks assigned to it 
have led to a rapid increase in the number of educational 
plans, regional as well as national; to long-term forecasts 
of costs and teacher requirements; and to studies of the 
rcla tionships of di!Tcrcnt levels of education to each 
other and to the national economy. 

Changes in administration and curricula generally 
respond to conllicting pressures from several directions; 
toward centralization and decentralization, toward 
simplification of the curriculum and toward the intro­
duction of new specialized subjects; toward closer inte­
gration of vocational-technical and general education 
and toward greater separation of the two. Clear-cul 
continuing trends in these fields of educational pol_icy 
arc hard to identify. Changes in distribution of educat10n 
by level may be assessed from the table prepared by 
UNESCO on the opposite page. 

In the educationally more advanced regions, enrol­
ment trends at the primary and secondary levels since 
the mid-1950's have been determined mainly by the 
shifts in birth rates that occurred during the 1940's and 
early l 950's. 26 In the majority of European countries, 
the "bulge" of children resulting from unusually high 

" See Report on the World Social Situation, op. cit., pp. 68-69. 

" The United Nations is planning two survey missions to 
evaluate self-help housing and related co-operative practices, one 
in selected countries of Asia, the other in Africa. 

25 This section is based mainly on reports submitted by edu­
cational authorities to recent International Conferences on Public 
Education, which are incorporated in the UNESCO - I.B.E. 
International Yearbooks of Education, and on the reports of 
regional meetings organized by UNESCO during 1960 for Tro· 
pica! Africa, Asia, the Arab States, and Latin America. 
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PERCENTAGE OF ESTIMATED SCHOOL ENROLMEN A 
T T EACH LEVEL OF EDUCATION: WORLD, CONTINENTS AND REGIONS 

Enrolment by level 1953/54 Enrolment by level 1957/58 

Continent and region Second Second 
First (Post- Third 

(Primary) primary) (Higher) 
First (Post- Third 

World total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75.4 

Africa ....................... ····· ....... . 89.1 

Northern Africa . . . . . . . . . . . . . . . . . . . . . . . . . . 76.6 
Middle and Southern Africa . . . . . . . . . . . . . . . . 93. 7 

America . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . 78.3 

Northern America . . . . . . . . . . . . . . . . . . . . . . . . 73.0 
Middle America........................... 91.7 
South America. . . . . . . . . . . . . . . . . . . . . . . . . . . . 86.2 

Asia (excluding USSR) . . . . . . . . . . . . . . . . • . . . . . 83.1 

South West Asia . . . . . . . . . . . . . . . . . . . . . . . . . 87.9 
South Central Asia . . . . . . . . . . . . . . . . . . . . . . . . 76.3 
South East Asia . . . . . . . . . . . . . . . . . . . . . . . . . . 90.3 
East Asia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84.3 

Europe (excluding USSR) . . . . • • . • . . . . . . . . . . • 74.1 

Northern and Western Europe . . . . . . . . . . . . . 72.0 
Central Europe . . . . . . . . . . . . . . . . . . . . . . . . . . . 70.9 
Southern Europe . . . . . . . . . . . . . . . . . . . . . . . . . 80.5 

Oceania . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 77.5 

Australia and New Zealand. . . . . . . . . . . . . . . . . 75. 7 
Pacific Islands . . . . . . . . . . . . . . . . . . . . . . . . . . . 89.0 

USSR . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.4 

22.1 

10.1 

21.2 
6.0 

17.0 

20.8 
6.5 

11.3 

15.6 

11.0 
21.9 

8.4 
14.7 

23.6 

26.0 
26.8 
17.0 

20.2 

21.6 
10.8 

58.9 

2.5 

0.8 

2.2 
0.3 

4.7 

6.2 
1.8 
2.0 

1.3 

1.1 
1.8 
1.3 
1.0 

2.3 

2.0 
2.3 
2.5 

2.3 

2.7 
0.2 

4.7 

Total 

100.0 

100.0 

100.0 
100.0 

100.0 

100.0 
100.0 
100.0 

100.0 

100.0 
100.0 
100.0 
100.0 

100.0 

100.0 
100.0 
100.0 

100.0 

100.0 
100.0 

100.0 

(Primary) primary) (Higher) 

76.3 

90,7 

82.4 
93.6 

76.8 

71.1 
91.0 
84.8 

81.6 

85.5 
75.4 
88.1 
82.7 

71.6 

68.8 
68.0 
79.1 

76.1 

73.6 
92.4 

52.1 

20.8 

8.5 

15.5 
6.1 

18.0 

22.0 
7.2 

13.1 

16.8 

13.1 
22.5 
10.4 
15.9 

25.9 

28.9 
29.2 
18.3 

21.5 

23.7 
7.4 

41.5 

2.9 

0.8 

2.1 
0.3 

5.2 

6.9 
1.8 
2.1 

1.6 

1.4 
2.1 
1.5 
1.4 

2.5 

2.3 
2.8 
2.6 

2.4 

2.7 
0.2 

6.4 

Total 

100.0 

100.0 

100.0 
100.0 

100.0 

100.0 
100.0 
100.0 

100.0 

100.0 
100.0 
100.0 
100.0 

100.0 

100.0 
100.0 
100.0 

100.0 

100.0 
100.0 

100.0 

Source: UNESCO, World Survey of Education, vol. III (in press). 

birth rates in the years immediately following the 
Second ,vorld ,var has moved upward from the primary 
to the post-primary grades, so that the share of post­
primary in total enrolment has increased and reports of 
shortages of teachers and school buildings now come 
mainly from the post-primary schools. Since technical 
subjects, sciences, and mathematics are now receiving 
more attention, there has been a particular scarcity of 
teachers qualified in these subjects. The upper secon­
dary (non-compulsory) years have also been affected by 
continuing demands for prolongation of education for 
all children. France has been able to extend its period 
of compulsory education (to age sixteen) effective 
January 1959. The United Kingdom, however, has 
postponed action on the recommendation of the Natio­
nal Advisory Council for Education in England that 
compulsory full-time education be extended to age 
sixteen, on the ground of teacher shortage. 

In the countries of North America and Oceania, birth 
rates did not recede after their rise in the mid-1940' s, 
and consequently both primary and post-primary enrol­
ments have continued to increase. 

In the above regions enrolment in higher institutions 
has risen steadily, and this rise is expected to accelerate 

during the next decade; in France a doubling of higher 
enrolment is predicted, and in the United Kingdom 
university enrolments will nearly double. Higher educa­
tion is more expensive than the lower levels, both in 
direct costs per student and in costs involved in post­
ponement of the students' entry into the Jabour force. 
Under favourable conditions its contribution to the stu­
dent's value to society and his eventual earning power 
by far exceeds this expense, but a mere expansion of 
the present pattern of higher education in a rapidly 
changing world will not make the maximum contribu­
tion. Rising enrolments are already straining the capa­
cities of the systems and it is generally agreed that the 
pressure for mass higher education requires better an­
swers than have yet been found to the questions of what 
is to be taught, in what kinds of institutions, how stu­
dents are to be selected and maintained, how enough 
capable teachers are to be found, and how the costs are 
to be met. 

In the USSR, also, enrolment trends have been 
influenced by the wartime slump in birth rates and their 
post-war recovery. Here the abnormally small age 
groups born between 1942 and 1946 have moved upward 
through the school system, so that the ratio of enrolment 
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in grade~ 1-7 to enrolment in grades 8-10 has risen 
substantially. Enro~me~t. in _the first four grades of 
~choo~ro:e from_ 13., mllhonsm 1955/56 to 17.8millions 
m 19:>~/~9, wlule enrolment in grades 5-7 fell from 
10.1 null ions ~o ~-~ millions a1~d. enrolment in grades 8-
~0 fell froII.16._ m1Ihons to-1. 7 m1lhons. :\lean while, follow­
mg ~ nat10~al discu~s!on of the purposes of post-pri­
II.lar) edu~al~on, p~ov1s10n was made for a general transi­
t10n, begrnnmg _with the 1959-60 academic year, from 
se:·cn-year lo eight-year compulsory education for all 
childrt>n, and for lh_c ?stablishment of polyteclrnic secon­
dary schools prov1dmg practical trainincr for children 
compleli~g the eight-year school. Since rn"56, a network 
of boartlrng schools has also been created which is 
?Xpceletl l? pro:·idc more intensive education parallcl-
11~g that g1nn Ill the eight-year school as well as in 
lughcr grades. :\_continued expansion of boardi11g schools 
and of schools \\:1 th exlc11ded hours is expected. Through­
out the educal1onal system there has been a renewed 
emphasis on the maintenance of close ties between the 
schools :rnd produ~tivc work, both through the content 
of full-tune schoolrng and through evening and corrc­
spouclence courses for workers. Enrolment in specialized 
secondary institutions chanoed onlv slinhtly from 
1,9'.i0,0~0 to Ul07,000 hetwe~n 1955/56 ~~1d 1'959/60, 
wlul~ h:gher e11rolmenl rose from 1,867,000 to 2,260,000, 
hut 111 both of these types of institution the ratio of 
correspondence and eveni11g students to full-lime day 
students rose sharply.:7 

. The other regions, with the exceptions of a few cduca­
l1onally a1h-a11cccl countries such as Israel and Japan, 
have had two main eclucational pre-occupations during 
the pa~t few_ye~rs: first, the universalizalion of primary 
educal1on w1tl11n a fixed period ; seconci, the expansion 
a~d- acceleration of training of the many types of spc­
c1ahs_ts neec~cd for socio-economic development and the 
nrnrnng of mdepc11dent States. 

•\ series of r_egional meetings organized by UNESCO 
durrng l!J60 lncd to assess progress and future require­
ments. Although the terms of reference of these meet­
ings, the statistical material presented to them, and 
the educational yardsticks selected by them for measure­
ment of progress arc not uniform, they provide the 
most authoritative and up-to-date studies of trends in 
most of the countries usually grouped as "under­
developed ". In all of the regions the proportion of 
school-age children enrolled in school has been rising, 
although this is not true of all countries within the 
regions. The combination of low per capita incomes 
with high and rapidly growing school age populations, 
however, has led several of the regional meetings to the 
conclusion that universal primary education cannot be 
attained in many of the countries within a reasonable 
time, unless there is large-scale aid from abroad. At the 
same time, the participants in the meetings have recog­
nized that, during the transitional period of expansion, 
educational resources are not being used as effectively 
as they might be: many of the children who enter a 

" Xarodnoe Khozyaistvo SSR : Stalislicheskii Sbornik 1955 
and communication from the Government of the USSR, dated 
29 July 1960. 
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scho?I receive an education too short and too poor in 
qual~ty to do them any good. In the rural schools, in 
particular, a heavy concentration of enrolment in the 
first grade (including repeaters and children well above 
the normal age for school en try) points to this conclusion. 

In A~ia (excluding China, Japan, Turkey, the Asian 
Republics of the USSR and the Arab countries of South 
West Asia) total enrolment in primary classes is esti­
ma;ed ~o. hav~ increased from 38.7 millions in 1950/51 to 
66.- m1lhons Ill 1960 - that is, from about 6.0 per cent 
of the ~otal population to about 8.5 per cent, or an 
a~nual mcrcasc of about 7 per cent, about three times as 
!ugh as the annual increase in the school age population. 

As of 1960, Ceylon was the only Asian country other 
than Japan to have attained a primary enrolment equal 
to 20 per cc~t of its population, or practically universal 
complete primary schooling. Four others (Federation 
of :\lalaya, Republic of Korea, Philippines, and Thai­
land) were above 15 per cent; one (Cambodia) was be­
tween 10 and 15; six (Burma, India, Indonesia, Laos, 
Pakista11, and the Republic of Viet-Nam) were between 
5 and 10; two (Afghanistan and Nepal) were below 
2 per cent. 

The regional meeting concerned with Asia and the 
Far East proposed as a target the enrolment of at least 
20 per cent of the population in all the Asian countries 
by 1980. This would imply eight years of schooling for 
all chilclrc11, the equivalent of the minimum compulsory 
period now found in most of the educationally advanced 
countrics. 28 The total cost of such a programme over 
the twenty-year period was later estimated at SUS 
56 billion, or nearly $3 per inhabitant per year, a sum 
well above the financial capacities of many of the 
countries. 

In the Arabic-speaking countries of south-west Asia 
and northern Africa the annual rate of increase in school 
enrolment during the past decade has been about 10 per 
cent, or about four times the rate of increase of school­
age population. As of 1959, two Arab countries (J ordar. 
and Kuwait) had primary enrolments amounting to 
slightly more than 10 per cent of their total population: 
five (Iraq, Lebanon, Libya, Tunisia and the United Arat 
Republic) were between 8 and 10 per cent ; Morocco 
was between 5 and 6 per cent, Sudan between 2 and 3 per 
cent, and Saudi Arabia between 1 and 2 per cent. Thr 
recent regional meeting did not propose quantitativ, 
targets, but noted that the rapidity with which schoo: 
systems in the region have expanded over the past 
decade has meant a somewhat unbalanced development 
in which "there seemed hardly time to stop and consider 
the structure and organization of the school system a1 
a whole " and in which "the methods and techniques o'. 
teaching have apparently changed very little ". Fur· 
thcrmore, " it appears that nearly all Arab countrie: 
have reached or are approaching the limits of thE 
fmance which their governments can possibly allot fo: 

28 UNESCO," Report on the Regional ;\leeting of Asian l\iembe: 
States on Primary and Compulsory Education " (UNESCO/ED 
173) and report of a survey of Asian primary education needs 
which was presented to the meeting as a working paper. 
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education without seriously affecting their plans of 
development . . . Taking into consideration that every­
where in the Arab world the demand for more educa­
~onal facilities rises constantly higher . . . the finan­
cial burden of realizing these educational necessities has 
already grown beyond the resources of nearly all Arab 
governments ". 19 

In Africa south of the Sahara, also, advances in enrol­
ment have been rapid. Calculations covering twenty­
two States and territories show that, in the period 
1955-58, primary enrolment increased more than 10 per 
cent a year ! n twelve countries; between 5 and 10 per 
cent a year m seven others, and less than 5 per cent in 
on!y three. The countries with relatively slow rates of 
primary growth included some in which primary enrol­
ment at the beginning of the period was well above the 
regional average and in which more rapid growth is 
now seen at the post-primary level. In spite of the 
r~cent gai_ns, however, ratios of enrolment to popula­
tion remam generally low. In only five of the twenty­
two countries did 1958 enrolment amount to as much 
as 10 per cent of the population. Here, too, the rapidity 
of exp~nsion has strained the financial resources of many 
countries and has been accompanied by considerable 
uneasiness over the quality of education being imparted 
by untrained teachers. ao 

Latin America since 1956 has been the scene of a 
UNESCO Major Project for the Extension of Primary 
School Education. Between 1956 and 1959, primary 
enrolment increased by about 4 millions, or by a little 
more than 6 per cent annually, more than twice the rate 
of growth of school-age population. In Latin America, 
school enrolment ratios are generally higher than in the 
Asian and African countries. Five countries (Argentina, 
Chile, Costa Rica, Panama and Uruguay), according 
to UNESCO calculations, are now fairly close to univer­
sal primary enrolment. In the majority of the other 
countries over 10 per cent of the population is enrolled 
in primary school; the lowest national ratio of enrol­
ment to population in the region is about 6 per cent. 
UNESCO experts believe that the region as a whole 
could attain universal primary schooling by the end of 
the present decade - assuming the school age group to 
be equal to 16 to 18 per cent of the national populations 
- with only a slight increase, to 7 per cent, in the pre­
sent annual rate of growth of enrolments. The present 
rates of growth, however, are uneven both between 
countries and within countries; the gap between urban 
and rural schools is probably wider in this region than 
elsewhere, and the country with the lowest enrolment 

•• UNESCO, " Provisional Report on the Needs for Educa­
tional Development in Arabic-Speaking Countries n (UNESCO/ 
ED/Arab States/2) and " Report on the Conference of Repre­
sentatives of Ministries of Education of Arab Member States of 
UNESCO on the Needs for Educational Development "(UNESCO/ 
ED/Arab States/7/Rev.). 

•• UNESCO, • Provisional Report on the Needs of Tropical 
Africa in the Field of Primary and Secondary Education n (UNES­
CO/ED/AFRICA/2) and • Meeting of Ministers and Directors of 
Education of Tropical African Countries " (UNESCO/ED/174). 
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ratio (Haiti) is also the only one in which enrolment 
declined between 1956 and 1959.•1 

The second preoccupation mentioned above that 
wi~h education_ and ~pecialized training at th; post­
pnmary level, 1s obv10usly closely linked to the first. 
Post-primary education cannot function effectively with­
ou~ an adequate flow _of children who have completed 
primary school education and are qualified to continued 
their studies, and the primary schools cannot carry 
out their task without an adequate output of teachers 
trained at the post-primary or higher levels. 

The training of teachers is, next to the securing of 
funds, the main factor limiting the rate of expansion of 
primary education. In many countries of the less deve­
~op~d regi?ns the output of teacher-training institutions 
1s mcreasmg more slowly than primary enrolments; 
consequently, either the ratio of pupils to teachers or 
the ratio of unqualified to qualified teachers increases. 
The following table indicates that, in several countries 
that have not attained universal primary education, 
the ratio of pupils to teachers has, in fact, increased. 

DISTRIBUTION OF NINETY-FOUR COUNTRIES 

BY PRIMARY ENROLMENT RATIO • 

AND PUPIL-TEACHER RATIO IN PRIMARY SCHOOLS 

Number of countries 
by pupil-teacher ratio 

Primary enrolment---------------­
ratio Around 1953 Around 1957 

Less than 34 34 or more Less than 34 34 or more 

60 and over 28 10 27 20 
40-59 ............ 9 0 8 10 
Less than 40 ..... 17 12 12 17 

Total countries .... 54 40 47 47 

Source : UNESCO, World Survey of Education, vol. III 
(in press). 

a Ratio of enrolment in primary schools to the size of the 
5-14 year age group. 

All the regional meetings mentioned above concluded 
not only that teacher-training is receiving insufficient 
attention in national educational programmes, but also 
that a simple increase in the output of graduates is not 
an adequate solution; pay and working conditions in the 
teaching profession are often so poor that many of the 
graduates seek other employment. A few exceptions 
have been noted among the Asian countries; the Phi­
lippines reports a surplus and the Republic of Korea 
a sufficiency of trained teachers; here teachers are well 
paid in relation to other government employees.11 

General post-primary and higher education in recent 
years has, in the majority of countries in the less deve-

"' • Infonne sobre el desarrollo del Proyecto Principal No. 1 • 
Proyecto Principal de Educaci6n UNESCO-Amirica Latina, Bole­
tin Trimestral, Enero-!\larzo 1960. This number of the Project's 
bulletin also reports on the third meeting of the Advisory Com­
mittee on Major Project No. 1, held in Mexico City in March 1960. 
- .. Report of""a""~u~ey~fA;imprl;iicy7<jmii'tion n:C.s, op. 
cil., p. 2!l, see footnote 28 above. 
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loped regions, grown more rapidly than primary; in the 
A~ab States, while primary enrolment has doubled, post­
primary enrolment has nearly tripled during the past 
decade. In Africa south of the Sahara the rate of increase 
in post-primary education has been high, but no higher 
than the rate of increase of primary education. Here the 
existing level of post-primary education is particularly 
low even in relation to low primary enrolments; in four­
teen out of the twenty-two African countries covered 
l>y UNESCO'S inquiry into educational needs, the 
ratio of post-primary to primary enrolment was below 
5 per cent, while only four had a ratio above 7 per cent. 
In the other less developed regions, post-primary enrol­
ment is much higher in relation to primary enrolment, 
but the dividing lines between the levels and the content 
of post-primary education vary too much to permit 
meaningful comparisons. 

The major problems in post-primary and higher edu­
cation arc qualitative as well as quantilalivc, and on 
this subject there is little to add lo the discussions in the 
chapters on education in earlier reports. In short, com­
plaints continue that the post-primary schools arc turn­
ing out too many would-be clerks, public employees 
and members of traditional professions for the needs of 
the economics and too few skilled workers, technicians 
an<l qualified supervisors. Complaints arc also heard 
that what little vocational education exists is poorly 
integrated with present demands and future needs. 

REFUGEES 33 

A solution is now in sight for the long-standing prob-
1 ems of refugees under the United Nations mandate 
in Europe, but not for the refugee problems of other 
regions. 

In Europe in 1955 there were about 252,000 non­
settled refugees within the mandate of the United 
Nations High Commissioner, including 85,000 living in 
refugee camps. Although 238,000 new refugees have 
appeared since then, the number not yet permanently 
settled at the end of HlGO was expected to be only about 
75,000, including some 13,000 in camps. 34 The High 
Commissioner has declared that the settling of 
European camp-dwelling refugees under his mandate 
would be completed early in 1962. The final clearing 
of the camps will permit concentration on the 
non-settled refugees outside them. The progress with 
camp clearance has resulted both from the continuing 
efforts of the Office of the High Commissioner, 

•• For details see Report of the United Nations High Commis­
sioner /or Refugees (A/4378/Rev. 1 and Add. 1); Report of the 
Secretary-General on the World Refugee Year (A/4556); Report 
of the Director of the United Nations Relief and Works Agency 
for Palestine Refugees (A/4478); and statements made in the 
Third Committee of the United Nations General Assembly at its 
fifteenth session. 

14 The High Commissioner estimated the total number of 
refugees in Europe still requiring protection in 1960 as 870,000; 
the majority of these, however, were permanently settled in 
European countries. This number does not include a large number 
of national refugees in the Federal Republic of Germany, most 
of whom have been settled and absorbed into the German 
economy. 
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and from the special drive made during World Refugee 
Year (July 1959-June 1960), which not only swelled the 
funds contributed by the public and by Governments 
but also brought about a wider readiness on the part of 
the latter to accept refugees (including the older people 
and those suffering from disabilities) as immigrants. 
Progress was also made in resettling an estimated 
7,800 refugees of European origin remaining in the Far 
East. 

Since 1954 more than 200,000 refugees have poured 
into Tunisia and Morocco from Algeria; three-quarters 
of them are in Tunisia. Most adults are from families of 
farmers and unskilled workers and, although they arc 
permitted to work, few of them are able to find employ­
ment, since the host countries have a surplus of unskilled 
labour. The League of Red Cross Societies and the 
Office of the United Nations High Commissioner, in co­
operation wilh the Moroccan and Tunisian Red Crescent 
Societies, have distributed rations, clothing and blan­
kets among these refugees; they benefit from the educa­
tional and health services of the host countries. It is 
reported that, in spite of their poverty and unemploy­
ment, their mental health is considerably helter than 
that of other refugee groups, presumably because they 
are not isolated in camps, but allowed to share the life 
of the society that has taken them in. 

The situation of the Palestinian Arab refugees re­
mained unchanged during the period under review, and 
their numbers continued to grow by natural increase. 
In mid-1960 the United Nations Relief and Works 
Agency for Palestine Refugees (UNRWA) was provid­
ing food rations, medical care or other services for 
1,047,437 Arab refugees; the majority of these were 
maintained at the barest subsistence level, on food 
rations providing 1,500 calories per day in summer and 
1,600 in winter; 422,000 of them lived in UNRW A 
camps. Here, too, most adults among the refugees were 
originally farmers or unskilled workers. Because the host 
countries have an ample supply of farm labour and un­
skilled labour in general, these adults have remained un­
employed, and the number of unemployed is increased 
each year by 30,000 young adults. UNRW A hopes 
to provide an increasing proportion of the youth with 
skills for which there is a demand, but a proposed five­
fold increase in the output of vocational and teacher­
training schools among the refugees du:i~g the i:iext 
three years will result in only 2,500 add1t10nal tramed 
workers per year. 36 

In India and Pakistan the millions of post-partition 
refugees have gradually been resettled, although the 
national problems of poverty and ~ndere~ploym~nt 
have prevented the process from bemg sat1sfactonly 
completed. Pakistan estimates that more than 150,000 
families still awaited permanent resettlement at the 
end of World Refugee Year. 

" Educational services for the refugees are at present more 
nearly adequate than other aspects of their levels of living; 
UNRWA-UNESCO schools provide elementary education to 
all refugee children and the proportion recei_ving post-primary 
education is roughly as high as among the children of the host­
countries. 
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There _has been_ a considerable outflow of refugees 
from maml~nd Chma in recent years, the majority of 
whom are m Hong Kong, with smaller numbers in 
Macao and oth~r parts of East Asia. In this instance, 
however, th~re is no clearcut dividing line between refu­
gees and migrants for economic reasons. The Govern­
~ent of Hong Kong estimates that its population has 
~ncr~ased_ by about one million since 1949 owing to 
1mIDigr~hon, but does not attempt to determine what 
pr?portion are refugees; it states, however, that one­
third of the Government's total revenue has been 
devoted in ~ecent years to meeting the needs of Chinese 
refugee~. Like the P~lestinian and Algerian refugees, 
the Chmese are m~vm~ i~to a society in which they 
are culturally and lmgmshcally at home, but in which 
employment opportunities for the unskilled are scarce. 

EMPLOYMENT AND CONDITIONS OF WORK 36 

Employment and unemployment. In the economically 
more advanced countries, the past decade has been 
generally characterized by a continuing high level of 
~emand fo: labour with rising levels of employment 
(m non-agricultural occupations) matching or exceeding 
the grow~h of the labour force, except for temporary 
s~tbacks m some countries during the economic reces­
swns of 1953-54 and 1957-58. From 1957 to 1958, while 
employment actually declined in the United States of 
~merica, Canada, and a few countries of western Europe, 
m the . other countries with predominantly private­
enterpnse patterns of economy the rates of increase 
only slowed down. Since 1958 (to mid-1960) the higher 
rates. of growth ~ave been resumed. The highest and 
steadiest rate of mcrease in this group of countries is 
shown by the Federal Republic of Germany, where the 
1959 index of general level of employment stood at 
125.8 (1953 = 100). 
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ployment. Italy, which for many years has had by far 
the largest number of unemployed workers in Europe, 
showed an encouraging drop in unemployment from 
1,937,500 in 1956 to 1,689,000 in 1959. 

Among the countries of eastern Europe, the USSR, 
Bulgaria an~ Yugoslavia recorded rapid and uninterrup­
ted growth m employment over the past decade; in the 
USSR, the general index of employment (1953 = 100) • 
reached 125.1 in 1958, in Bulgaria it reached 130.3 in 
the same year (Socialist sector only), and in Yugoslavia 
it reached 151.8 in 1959. Czechoslovakia and Poland 
show more moderate increases, while employment in 
Eastern Germany, Hungary and Romania did not gain 
significantly. 

In the economically less developed countries trends 
have been quite different. The cyclical fluctuations in 
the economies of the industrial countries have more of 
an impact on the incomes of less developed countries 
than on their employment levels ; trends in employment 
in the less developed countries are influenced rather by 
changes in the economic structure and in the rate of 
development. During the past decade, new job openings 
resulting from economic development have in wide 
areas lagged behind the supply of fresh entrants to the 
labour force resulting from population growth, so that 
the conditions of chronic unemployment and under­
employment have grown worse. Continuing migration 
to the cities has also meant that visible unemployment 
is replacing part of the concealed rural unemployment. 
At the same time, critical shortages of key technical 
and sometimes of administrative personnel, as well as 
of skilled labour in general, persist. In many countries, 
programmes designed to secure a more effective utiliza­
tion of the under-employed labour resources have 
failed to achieve significant progress. 

National statistics that show an upward trend in 
unemployment in many of these countries in recent 
years reveal only part of the picture, since they are 
usually limited to certain classes of urban wage-earners. 
In Chile, for example, nationally reported unemploy­
ment in 1959 amounted to 9,000; but a sample survey, 
covering zones with more than a third of the national 
population and most of the national industry, concluded 
that real unemployment in these zones in June 1959 
amounted to 70,000. 37 

Unemployment in the same countries remained at 
low levels compared with pre-war years; the lowest 
levels for the present decade were generally recorded 
around 1956 or 1957. During the 1957-58 recession, 
unemployment rose sharply in the United States of 
America and Canada, but its incidence in the other 
industrial countries was relatively l~mited. By mid­
! 960, unemployment had receded once more, although 
ma number of countries levels were still higher than the 
pre-recession lows. In particular, in the United States 
and Canada, in March 1960, 6.1 per cent and 9.8 per cent, 
respectively, of the civilian labour force were unem­
ployed, as against rates well below 5 per cent for the 
average of 1956, and in both countries there was uneasi­
ness over the likelihood of further increases in unem-

•• For the detailed statistics on which this summary of trends 
is based, see the ILO Yearbook of Labour Staiislics and the United 
Nations Statistical Yearbook. Background material on the subjects 
discussed here may be found in chapter VI of the 1957 Report on 
the World Social Situation, op. cit., and chapter V of the 1959 
International Survey of Programmes of Social Development (United 
Nations publication, Sales No.59.IV.2), This section is based on 
data available in June 1960. 

Real Wages. Present data permit the detection of 
trends in incomes for wage-earners in manufacturing 
only, and for twenty-six countries only; they permit 
comparisons over time, but not between the levels of 
real wages in the different countries. In all twenty-six 
countries, real wages increased during the period 
1954-58; the median annual rate of increase was approxi­
mately 2.3 per cent, or about the same as during the 
period 1946-53. 

37 Ocupaci6n y Desocupaci6n, Gran Santiago, Valparaiso-Vina 
de/ Mar, Zona de Concepci6n, Valdivia-Los Lagos, junio de 1959. 
Santiago, Instituto de Economia, Universidad de Chile, 1959. 



14 

/'trrrntage i111:rea1t 
/lea/ LL•age trends in manufacturing industr11 

in fLL·wtu•$i:t countries ( 1954-1958) 

l.l·~s than ;; ...... . 
:, but less th;1n 10 . , 

Finbntl, Egypt, India, :.lcxico, Philippines 
Australia, Denmark, Peru, I3razil, Ireland, 

Canada, L'nitctl States, Ceylon. 
10 hut h·ss than l;, . Switzcrl::111tl, Argentina, I3elgium, United 

Kingdom, Austria, Italy, :-,;'orway, Swe• 
tlcn, :--cthcrlautls, France. 

lf, l>ut le~~ than '..?O • 
:.!O hut h·~s than :!ii . 

l~rncl, Japan. 
Germany (Fctleral Hcpublic). 

The rl'al wngcs of workers in the other l>rnnches of 
l'ClllH>mic activity are, in genernl, advancing less rnpidly 
than in manufacturing industry. The above data 
relate only lo cash earnings and do not take account 
of fringe benefits, however, which in recent years have 
heen lihcrnlize1l in many countries for non-industrinl as 
well as for industrial workers; so thal lhe statistics may 
he considered broadly indicative of the improvement in 
the le\"l:ls of living of workers in lhc countries listed. 
► For the less developed countries in general, the scanty 
available evidence points lo extremely limited gains, 
if auy, in real wages during the period under review. 

Information on real wages for 1959 is available for 
only ten countrit•s, mosl of them belonging to the pre­
dominantly industrial group: Austria, Belgium, Canada, 
Finland, France, Germany (Federal nepuhlic), Japan, 
Philippineg, United Kingdom and United Slates. The 
majority of these countries reported gains for the 
year of 3 per cent or over. 

In the eastern European countries, cumulative gains 
in real wages from 1951 to 1958 ranging from about 
1-1 per cent in Czechoslovakia to more than 40 per cent 
in Poland have been reported. These gains were fre­
quently achieved by a combination of reductions in 
stale-controlled prices and increases in money wages. 
In 1959 real wages in these countries increased by 4 to 
5 per cent. 

Consumer prices. The period since 1954 has been 
characterized in most countries by moderate increases 
in consumer prices, as the following table, based on 
official price indices, shows: 

Tim:-os 1:,; co:-summ Pn!CES 1955-195() 

I 1955-56 \ 1956-51 
1 ___ , __ _ 

Total_ number of counll it's to lj 

which data relate . , . . • . . 05 03 
:\Ieclian annual increase . . 3.3 3.7 
Countries with annual in-

crease or decrease: 
10 per cent and more 15 
5-10 per cent . . . . . . . 1 !) 

0-5 per cent . . . . . . . . 40 
Decrease . . . . . . . . . . . 12 

12 
20 
56 

7 

1957-58 1958-59 

05 
2.7 

14 
14 
53 
H 

72 
1.1 

5 
7 

46 
14 

Trends in some of these countries diverged sharply 
from the general world pattern of moderate increases. 
The sharpest price increases are found in South Ame­
rica; in four countries of the region (Argentina, Bolivia, 
Brazil and Chile) prices have shot up from 200 to 400 
per cent in the past five years, while in two others 
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(Paraguay and Uruguay) they have nearly doubled. 
The continuing inflationary trends in these countries 
have led to political unrest and to difficult choices in 
their development policies. Among the countries for 
which data arc available the only two outside South 
America in which prices have more than doubled in the 
past five years arc two in Asia: Indonesia and the 
Republic of Korea, although prices nearly doubled in 
Turkey. 

Hours of work. The trend noted in previous reports 
toward gradual reduction of normal weekly hours of 
work, either through legislation or through collective 
agreements, has continued during the period under 
review, particularly in the European countries. Since 
1954, normal working hours have been reduced for the 
economy as a whole or for important sectors thereof in 
Austria, Belgium, Bulgaria, Czeschoslovakia, Denmark, 
Federnl Republic of Germany, Italy, Luxembourg, Nor­
way, Sweden, Switzerland and the USSR. The norm has 
been brought down generally from forty-eight hours a 
week to standards of forty-one to forty-six hours. In 
other countries, such as the United Kingdom, Canada 
and the United Slates, standard working weeks of, 
respectively, forty-four, forty and forty hours were 
already widespread. In the United Kingdom, notable 
progress was made toward a reduction of the standard 
week below forty-four hours. mostly to forty-two hours, 
and iu Canada and the United States a further extension 
of the forty-hour week was noted. 

These reductions in the normal working week were 
accomplished without a fall in effective weekly pay 
rates, and have generally entailed a rearrangement of 
the weekly working schedule leading to a working week 
of five to five and one-half clays. 

Elsewhere, several countries were added to the majo­
rity that had already enacted legislation setting up the 
norm of a forty-eight-hour week. These included Haiti, 
Iran, Libya, Somalia and the United Arab Republic. 

The trend toward reduction in normal hours of work is 
not reflected in the statistics on hours actually worked 
by wage-earners in manufacturing during the period 
1954-1959 in the fourteen mainly industrial countries 
for which such statistics are available. Under favourable 
business conditions employers have generally found it 
worth while to adhere to longer than normal hours 
despite the financial brakes of overtime premiums. Thus, 
the short-term effect of a reduction in the normal hours 
of work would appear to be similar to that of a direct 
increase in money wages. In the long run, however, 
actual hours worked will probably follow the trend in 
normal hours. 

Annllal vacations with pay. The trend in the industrial­
ized countries toward establisment by legislation of the 
right to a paid vacation has also continued. The number 
of countries with legislation concerning vacations now 
exceeds seventy. A vacation of two weeks for one year 
of service has become the most common standard, but 
twelve countries provide for a longer vacation period 
for all workers, and there is a more widespread trend 
toward a lengthening of the duration with years of 
service. 
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SOCIAL SECURITY 

The gradual br d · 
and populat· oa enmg of social security benefits 
the 1959 j n:°n c~verage, described in chapter VII of 
Development er~alwnal ?urvey of Programmes of Social 
during the br· ts ~ontmued wi~hout major changes 
sal pr bi ie period under review. An almost univer-

·to em has been the constant review of social 
sccur1 y co t ·b · with th . ~ ri utwns and benefit rates to keep in line 

e rismg levels of living costs and wages. 

The results of a special inquiry on the costs of social 
security undertaken periodically by the ILO indicate 
the net effects of such factors as the extension of cover­
age and the liberalization of benefits up to 1957. The 
!ol~owing table, based on the results of this ILO inquiry, 
1s mtended primarily to reflect trends in individual 
countries; in view of the lack of homogeneity of social 
security statistics, any inter-country comparisons 
should be made with caution. 

TRENDS IN SOCIAL SECURITY BENEFIT EXPENDITURE 

(1949-1957) 

Expenditure as percentage 

of national income 

1949 

Australia . . . . . . . . . . . . . . . . . . . . . . . . • . • . . • 7.4 
Austria • . . • . . • • . . . . • • . . . . . . • . • • . • . . . • . 13.5 
Belgium • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.0 
Canada . . . • • • . . . . . . • . . . . . . . . . . . . • • . . . . 7,0 
Ceylon • • . . . . . . . . . . . • . . . • . . . . . . • • . • • . • • 2.7 
Chile • . • . . • • . . . . • • . • . . . . . . . • . . . . . . . . . . 6,6 
China (Taiwan) ....................... . 
Czechoslovakia ..............•.•...•...• 
Denmark • . . • . . . . . . . . . . . • . . • . . • • . • • . . . . 8. 9 
El Savador ...................•.......• 
Finland . . . • . . . . . . . . . . . . . . . . . . . • . . • . . • • 8,9 
France • • . • • • • • • • • • . . • . • • • • • . . . • . . • • . . • 14.0 
Federal Republic of Germany . . . . . . . • • . • • 17,6 
Guatemala . • . • • . . . . . . . . . . . . . . . • . . . . . . . 1,6 
Iceland • • . . • . • • . . . . . . • . . . • . . . • . . . • • . • • 7.0 
India ••••..•.••.....•...•••.........•. 
Indonesia .•••••..................• , . , , 
Ireland • • . • • . . . . . • • . . • . . . . . • . • • • . . . . • . 7.1 
Israel • • • • . . • . . • . . • • . • . . • • . • . . . • . • . . • • . 4,S 
Italy • • • • . . • . . . . . . . . . . . . . . . . . . . . . . . . . . 9.5 
Japan . • . . . . . . . . . . . . . • . • . . . • . . • . . • • . . . 3.8 
Luxembourg . . . • • • . • . • . . • • . . . . . . . . . • . • . 13.5 
Federation of Malaya .•..•.............. 
Netherlands . . • • . . . . . • . . . . . . • . . • . . . . . . . 8,9 
New Zealand . . • • . • . • • . . • . . . . . . • . . • • . . • 14.4 
Norway............................... 6.7 
Panama .••....•..••....•...... , ... •••• 
Poland .•••....••.•••••.••..••.••.••.•• 
Portugal • • • • • • • . . • • . . • . • . . . • • • • • . • . • . . 4.6 
Sweden . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . 9.9 
Switzerland . . . . . . . . . . • . . . • . . . • . • • . . • . . • 5.9 
Tunisia ••••...•..•..••••••.••.••..•. • • 
Turkey ••.••.....••.••........ , . . . . . . . 1.8 
Union of South Africa . . . . • . • • • . . . . . . • • • 3.8 
USSR ••••••••••••••••..••••••••.••..• 
United Kingdom .. • • • • . . . . .. . .. . .. . • . . • 11.2 
Ukrainian SSR .•..••..•............•..• 
United States of America • . • • • • • • • • • • • . • • 4.9 
Republic of Viet-Nam •••.•••••.•••.•..• 
Yugoslavia . . . . . . . • • . . . . . • . . . • . . . . . . . . . 12.7 

1955 

8.5 
16.0 
14.5 

9.1 
3.1 
8.0 
0.8 

11.0 

9.4 
17.0 
17.6 
2.6 
7.1 
1.1 

9.6 
5.5 

13.0 
6.0 

16.6 

9.5 
12.4 

9.1 
6.8 
7.0 
5.6 

11.8 
7.3 
5.2 
1.2 
4.4 

11.4 

5.3 
1.0 
9.9 

1951 

8.8 
16.5 
14.8 
8.5 
4.1 
8.5 
0.8 

11.6 

11.6 
17.9 
20.0 
2.9 
7.6 
1.0 

10.8 
6.6 

14.2 
5.3 

16.5 

11.4 
12.8 
9.9 
6.6 
7.7 
5.7 

12.5 
8.2 
5.2 
1.2 
4.4 

11.4 

5.7 
1.0 
9.5 

Expenditure per capita 
at constant prices 

1955 - /00 

1949 

82 
62 
77 
66 
82 
83 
20 
71 
73 

60 
62 
52 
59 
87 

67 
48 
53 
47 
59 

75 
98 
70 

64 
70 
68 
73 
91 
70 

91 

74 

96 

1957 

104 
117 
107 
98 

125 
106 
111 
129 
106 
110 
114 
120 
127 
131 
110 

96 
31 

110 
137 
117 
106 
107 
121 
129 
103 
120 
102 
135 
105 
112 
119 

96 
105 
105 'l 

149 
105 
194 
111 
108 
112 

NOTE, In several cases the data relate to the nearest year after 1949 for which the relevant 
statistics are available. In a few cases, for the other years shown, the data refer also to the nearest 
neighbouring year for which the statistics are available. In some cases the data refer to the finan­
cial year beginning or ending in the calendar year Indicated. For details, especially as regards the 
social security schemes included here, and the other economic variables used, see ILO, The Cost 
of Social Securit!J, Geneva, 1958 and 1961. 
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The witle range over which the fi 11 ures of social secu-. b 

nty_ l>ene_fit expenditures (expressed as percentages of 
nat1011al rncomes) vary reflects the ditTerences in stanes 
of social sernrity development, in institutional arrange­
ments, an1I in the scope of the schemes included in the 
stati!->tics. The data show a general trend toward mode­
rate expa11sio11 of social security, although a few coun­
tries, such as Xew Zealand arl!I lhe United Kingdom, 
with lirmly established comprehensin schemes at the 
~H·g_i11ni11g of the period, display relative stability. The 
11Jd1res of per capita lienefit expenditure at constant 
prices n·veal a sharper upward trend, intlicatinr1 that 
!-nci:il ~1·curity bl'lletits ha\'e kept pace with L11c° rapid 
:llld stistained growth of real income per capila during 
the last 1lccatle in most of the countries included in the 
table. 

:::-,;ATl!JS,\I. ISCO:'>IE A:s;D l'EHSOSAI. COSSUMPTION 38 

For some years the "widening gap" between the 
eco1111111irally dcwloped (or industrialized) and the less 
developed (or primary-producing) countries has heen 
a co11stantly recurring theme in international discussions 
of economic and ~ocial questions. As the 1957 Report on 
the World Social Sil11atio11 pointed out, a widening gap 
is not necessarily visible in'all aspects of human welfare, 
hut it is generally agreed that, i11 regard to per capita 
production of goods and services, such a trend, while 
not pronounced, has heen present through the past 
three decade~. At the international level, this trend 
resembles the increasing imbalance belween agricultural 
and non-agricultural incomes and production within 
indi\·idual countries, discussed in a later section of this 
chapter. Demand for agricultural and other primary 
producls has increased less rapidly than demand for 
manufactured goods and services, and this has placed 
both the countries and the families that depend for their 
livelihood on the sale of such goods at an increasing 
disal!Yantage. 

The use of national income figures for inter-country 
comparisons is beset with many problems, and their 
meaning in relation to the social situation is far from 
clear. Within the limitations of the present chapter only 
a general statement on the broadest trends can be made. 
The coverage of the published indices, and the circum­
stances behind the rates of growth of ditTerent countries, 
ditTer so widely that use of the figures for comparative 
purposes without a detailed study of each country might 
be mislea<ling. 39 To take but one example, goods and 
services produced within the family for family consump­
tion are not generally included in national income esti­
mates, with the result that countries with a large subsis­
tence sector have their real income seriously underesti­
mated; hut at the same time, since this sector is the 

•• For a more detailed discussion of these questions see the 
United Nations annual \Vorld Economic Surveys, the Yearbooks 
of National Accounts Statistics and regional surveys of economic 
development and conditions in Asia and the Far East, Europe, 
Latin America, Africa, and the Middle East. 

" For recent statistics on trends see table 167 in the 1959 
Slalislical Yearbook, op. cit. and also the 1959 Yearbook of National 
Accounts Statistics (Sales No.: 60.XVII. 3). 
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most stagnant, the omission of such goods and services 
from the computations may give these countries an 
artificially high rate of growth, since addition of a few 
industries unduly boosts the rate. 

In Europe, per capita national incomes at constant 
prices rose generally and, in most countries, steadily 
from 1953 to 1958, faltered slightly in that year and 
resumed their rise in 1959. Rates of increase appear to 
have been, in general, higher in countries of eastern, 
central and southern Europe than in the countries of 
western Europe, although the latter maintained their 
lead in absolute levels of income. In Canada and the 
United Slates, 1958 was a year of more pronounced 
recession; 1959 saw a new advance, hut the net percen­
tage gain in per capita income over the period since 
1953 has been smal I. ,o 

In the rest of the world a few countries apparently 
made remarkable gains; these included China (main­
lancl), Israel, Japan, l\lexico and Venezuela. In the less 
developed regions in general, however, incomes in­
creased somewhat more rapidly than population up to 
1957 or 1958, then dropped or stagnated under the im­
pact of falling prices of exports, then made a partial 
recovery in 1959 and 1960, often owing to increased 
volume of exports and increased production for domestic 
use rather than recovery of prices of export products. 
During the enlire period many of the less developed 
countries have been plagued by excessive year-to-year 
fluctuations in income, deriving from the impact of 
had weather 011 their crops together with shifting export 
prices. 

The largest countries of South and East Asia (exclud­
ing China (mainland) and Japan) have been troubled 
not only by violent short-term fluctuations in export 
earnings but also by a longer-term decline in their share 
of the export market for their traditional export pro­
ducts. A major reason in some of these countries has 
been the need to divert agricultural production from 
export to feeding the expanding populations: "Produc­
tive capacity has not grown rapidly enough to fulfil 
home demand and leave a surplus for export." 41 

Meanwhile, foreign exchange needs for imports have 
risen steadily, not only because of the import require­
ments of development programmes, but also because 
the region now must import food. 

In the Middle East and Africa trends have been 
divergent, and prices of export products, with the 
exception of cotton, have not been uniformly adverse. 
Two countries in which per capita income trends have 
been exceptionally adverse are Morocco and Tunisia, 
in both of which per capita incomes are probably lower 
now than in 1953; the reasons are a combination of bad 
harvests and the circumstances of transition to indepen-

• 0 Since the previous levels of income in these countries were 
much higher than elsewhere, however, the relatively small annual 
percentage gains have meant appreciable gains in absolute terms. 
In the United States disposable personal income per head at 
1959 prices rose from $1,729 in 1953 to $1,891 in 1959, or by 
$162. (Economic Report of the President, op. cit., table D-14). 

u Economic Survey of Asia and the Far East, 1959 (United 
Nations publication, Sales No.: 60.II.F.1), p. 67. 
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dence,_ with a loss of many European technicians and 
a d_rymg up of investment funds from abroad. 42 For 
.Unca South of the Sahara there are only scattered data 
on_ national income levels, but it is clear that falling 
P~~c..:s of many of the r~gion's 1!1~jor exports have since 
l,J/ countered a prev10usly nsmg trend, and that in 
,cme t · · . coun nes events accompanying independence are 
h.:i.Ymg adverse efTects. 

In Latin America, per capita production and income 
up. to 19~5 were growing much more rapidly than popu­
ht_10n. Smee then, reverses deriving from falling export 
price~ ha~•e a!lected most countries, to varying degrees 
:rnd in cl1fTermg years. According to ECLA estimates, 
the per capita gross income grew by 2.2 per cent in 1955 
0 Y:r the previous year, 1.4 in 1956, 4.5 in 1957, 1.0 in 
19J8 and actually fell by 1.3 in 1959. 

* * * 
It was to be expected that the rising per capita income 

levels found in most of Europe during the period under 
review would be accompanied by rising levels of private 
consumption, and statistics on such consumption, 
which are more readily available for Europe than for 
most other parts of the world, indicate that this has 
occurred. 0 Since much of the increase in national 
income was channelled into new capital formation, the 
share of private consumption in national income did 
not increase in Europe as a whole - it rose in some 
countries and fell in others - but there was a general 
rise in absolute levels of consumption. Europeans, 
particularly those of the more highly developed and 
urbanized countries, "purchased " more goods and 
services with which to occupy the increased leisure 
time that has resulted from the long-term trend to a 
shorter working week and longer paid vacations. 

Expenditure on food increased at about the same 
rate as total consumption expenditure, in apparent 
contradiction to the theory that the share of expenditure 
on food tends to decline as total expenditure rises. In 
fact, the increase in outside employment opportunities 
for women together with their desire to eliminate the 
more onerous aspects of food preparation from the home 
kitchen brought about an increasing demand for canned, 
frozen, pre-cooked or otherwise processed foods. The 
price of such foods includes a service factor, representing 
the value of packaging and processing. The growing 
popularity of restaurant meals was also a contributing 
factor, since the price of foods consumed in restaurants 
includes the cost of service. In other words, food's share 
in total consumers' expenditure now includes payment 
for some of the consumers' (and particularly the female 
consumers') leisure resulting from easier and less time­
consuming ways of preparing and serving foods. 

" In Algeria, on the other hand, the index of gross national 
product per capita at constant prices rose from 100 in 1953 to 
130 in 1957. This, however, only illustrates one of the short­
comings of the indicator, if used to measure welfare; the increase 
derived largely from the growth of services, transportation, etc. 
necessitated by the presence of large military forces. 

11 For a detailed analysis of this trend, including differences 
between western Europe and eastern Europe and USSR, see 
Economic Survey of Europe, 1958, op. cit., chap. IV and V. 
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The share of expenditure going to clothing and also 
to alcoholic beverages and tobacco declined in most 
European countries; the share going to shelter showed 
no consistent trend. 

Meanwhile, consumers' durable goods took an increas­
ing share of expenditure in every European country 
for which data are available, except for two Mediterra­
nean States, Greece and Italy. In 1957, expenditure on 
durables in western Europe at constant prices rose 9 
per cent compared with 4 per cent for total consump­
tion; in 1958, 6 per cent compared with 2 per cent; and 
in 1959, 9 per cent compared with 3 per cent." Increases 
in purchases of durable goods that are relatively inex­
pensive and that have been on the market for some 
years - for example, radios, motor cycles, electric 
irons and vacuum cleaners - were modest, but an explo­
sive expansion of purchases was concentrated on a 
limited number of products that are either recent arrivals 
in the market (such as television receivers and motor 
scooters) or that have only recently come within the 
financial reach of the mass of consumers (such as auto­
mobiles and refrigerators). 

The two products with the most spectacular growth 
in sales - television receivers and automobiles - both 
represent methods of utilizing leisure time. While the 
rise in numbers of television receivers in use has been 
more rapid than that of automobiles, since the form~r 
were relatively new products in most of Europe m 
1954-55, the rise in the number of automobiles is prob­
ably even more significant as an indicati~n of cha~ge in 
the ways of life of the mass of people, particularly m th_e 
countries of northern and western Europe, where until 
recently the prices of automobiles limited their pur­
chase to a well-to-do minority. 

The following table shows the cumulative result of 
several years' spending on automobiles: 

Austria ............ • .... 
Belgium ................. 
Denmark ................ 
Finland ................ 
France ................. 
Germany (Federal Republic) 
Greece ................. 
Iceland ................. 
Ireland ................. 
Italy ................ · · · 
Luxembourg ............. 
Netherlands ............. 
Norway ................ 
Poland .•................ 
Portugal ................ 
Spain ................... 
Sweden .............. ••• 
Switzerland ............. 
United Kingdom 

TOTALS, 

Passenger cars in use 
(thousands) • 

1954 1958 

92.0 286.1 
439.6 641.2 
193.3 309.5 

70.8 139.2 
2,677.0 4,512.0 
1,535.0 3,201.0 

16.6 36.4 
7.2 12.9 

122.8 148.2 
744.3 1,421.3 

18.5 31.1 
219.4 420.0 
107.7 172.3 

36.1 83.9 
87.1 116.0 (1957) 

117.5 166.6 (1957) 
535.9 972.0 
237.5 386.4 

3,127.8 4,565.6 

10,490.0 17,870.0 

• Adapted from table 143 in the 1959 Statistica Yearbook,op. cit. 

u See tables 4-7 in World Economic Survey, 1959, United 
Nations publication, Sales No.: 60.II.C.1. 



18 

In all European countries for which data arc available, 
the share of expenditures which consumers devoted to 
transport and communications increased. Part of this 
increase was caused by the cost of operating the growing 
number of automobiles in use; part by the increasing 
volume of tourist tr.i.vel by rail or air. Increases in domes­
tic tourist travel would he hard to estimate, but figures 
on tourist travel across international boundaries, which 
w,u:illy involves higher expenditure than domestic tra­
vel, show significant increases between 195-1 and 1957.U 

The three categories of expenditures which since Hl5-1 
have either substantially increased (consumers' durable 
goods and tr.i.vel) or failed to decrease as expected 
hecaus1· of structural changes (food) can thus be related 
lo new ways of using leisure lime and reducing domestic 
drudgery; these amount now lo abunl one-half of total 
consunwr spending in Europe. It may n·en be said that 
this recent shift in consumption patterns and in related 
uses of leisure is the major social trend visible in Europe 
during the period under re\"iew. The logical social consc­
qul·ncl'S of certain (not necessarily very recent) tcclrnical 
and economic innovations - prc\"iously inhibilecl by 
more than three decades of depression, war and post-war 
reconstruction - happene1l tu come to the fore with a 
strong cumulati\"C elTect during lhis period. The trend 
has responded to some insistent popular demands, hut 
has not met with universal approval-in part because of 
views concerning lhe need for higher public i1wcslmenl, 
in part because of the passivity of some of the new uses 
of leisure, in part because of the undesirable by-products 
(especially traffic congestion, accidents and air pollu­
tion) of mass use of automobiles in a densely populatell 
and highly urbanized continent such as Europe. 46 

In eastern Europe and the USSH, consumer expendi­
tures have also risen considerably in recent years, and 
there has been a shift towanl consumers' durable goods, 
although these still take a much less important share of 
consumer expenditures than in western Europe. In these 
countries an enormous backlog of unsatisfied demand 
for all kinds of consumers' goods existed at the beginning 
of the period; by now this has been met to the extent 
that increasing selectivity on the part of the consumers 
is reported. In the USSH in 1959, in spite of rapid 
increases in production of such durables as television 
sets, washing. machines and refrigerators, shortages were 
still reported, while supplies of clothing, radios and some 
other consumers' goods exceeded efTective demand. ' 7 

In Canada and the United States, trends were some-

" Sec table 143 in the 1958 Statistical Yearbook; more recent 
data have not been compiled internationally, but there is no 
reason to doubt that the increase in international tourist travel 
has continued. 

" Road Jiuilding has lagged behind the expansion in numbers 
of vehicles to such an extent that the number of kilometres per 
passenger car in such countries as Belgium, Sweden and the 
l.1nited Kingdom ls only half that of pre-war. The number of 
persons killed in road accidents has risen to about 60,000 a year 
in Europe; the number of accidents involving death or injury 
per kilometre travelled by road vehicles is triple that in the 
United States. 

•• See Economic Sur11ey of Europe, 1959 (United Nations publl­
cation, Sales No.: 60.II.E.1), pp. 27-29, and World Economic 
Sur11ey 1959, op. cit., pp. 233-240. 
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what difTerent. In both countries consumer expenditures 
were much highrr than the average for western Europe 
throughout the period under review, but increased more 
slowly in percentage terms in every year since 1954 
except 195!.l. The share of durable goods in these expen­
ditures was also higher than in Europe, hut slumped 
in 1958 with the decline in automobilc purchases, and 
in 1959 did not rise enough to regain the 1 !)55 percentage 
of consumer spending. In the United Slates, durable 
goods accounted for 15..1 per cent of consumer spending 
in 1955; 12.8 per cent in 1958; and 13.8 per cent in 1959. 
The percentage spent on foods declined very slighlly, 
concealing the same trend as in Europe toward a higher 
component of packaging and servicing in the food expen­
diture. The decline in the share of durable goods, such as 
aulomohilcs, was not enough lo halt the trend toward 
wider ownership of these goods, which was backed up 
by high spl·IHling on them over the past decade. In the 
Uniled States it was reported that the percentage of 
families owning one or more automobiles rose from 71 
in 1!155 to 71 in Hl59; the percentage owning two or more 
from 11 lo 15; while the percentage of houses wired for 
electricity that possessed television sets rose from 76.1 
to 8().fl, and the percentage with refrigerators from 9-1.1 
to fl8.0. 48 

In the economically under-develope1l parts of the 
world, up-lo-dale information on consumer expenditures 
is available for only a few unrepresrntative countries, 
and few clear-cut short-term trends can be detected. 
Food takes a much larger share of consumer expenditure 
in these countries than in Europe and Northern America, 
and the scanty information on food consumption has 
been discussed above. Private consumption of products 
other than foods, and to some extent even of foods, in 
these regions depends largely on imports and the capa­
city to import consumer goods depends both on the pro­
ceeds of exports and on competing demands for foreign 
exchange. The most widespread trend has been toward 
the limitation of non-essential imports, so as to compen­
sate for weaknesses in the export market, adverse balance 
of payments, and rising demands for capital goods. Such 
restrictions, however, vary from country to country and 
from year to year, and the impact on the consumer is 
hard to measure. 49 In general, the restrictions bear most 
severely on the more expensive durable goods that are 
consumed by upper-income minorities; passenger auto­
mobiles, in particular, are generally affected by import 
quotas and high duties, and have remained few in num­
ber except in several rapidly industrializing countries, 
such as Brazil and Mexico; in the United Arab Republic 
(both Egyptian and Syrian regions) the number in use 
has declined since 1954, as a result of import restrictions 
and the aftermath of the Suez crisis. 50 The only expensive 
goods that have attained rising sales during the period 
under review are television receivers and these are natu­
rally limited to some urban zones within range of broad­
casting stations. 

., Economic Report of the President, op. cit. 

., See World Economic Survey, 1959, op. cit., pp. 204-212. 
•• Statistical Yearbook 1959, op. cit., table 143. 
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bi Y_a~ious cheap_er durab!e goods, particularly radios, 
c~ c es _and s~wmg machmes, are within the reach of a 

much w~der circle of consumers and there is no doubt 
!hat the1r use is increasing generally, in rural as well as 
1~. ur1:>an areas. _In such countries as Ghana, Morocco, 
:'.'\igeria, the Umted Arab Republic (Egyptian region) 
and Ceylon, the number of radio receivers more than 
do~bled between 1953 and 1958 and all countries for 
which data ~re available sl~ow large increases. 51 The pur­
~hase ?~ rad10s ~as been stimulated by widening interest 
m P~hl1cs, and 1s encouraged by many Governments as 
an :u? to _their efforts to arouse popular support for their 
pol_1c1~s. fhese products are less afiected by import re­
s!nch<:>ns than are the more expensive durable goods, 
since m th~ larger countries they are now produced 
loca_lly. It 1_s reported from parts of Africa, Asia and 
½itm Amcnca that peasant savings are now increasingly 
ch~·erted to sue~ goods from the traditional hoarding of 
con~s and conspicuous consumption at weddings or other 
festivals. In the poorer countries, however, even with 
recent_ i~creases, consumption of durable goods is still 
very hm1led. In India, according to one study, the num­
?er of_ bicycles in use increased from 1.67 per 1,000 people 
in 19:J5 to 2.38 in 1959, so that a little more than one 
family in a hundred owned a bicycle. 52 The number of 
radios in the same country increased from about 2.5 
per 1,000 in 1955 to about 4 per 1,000 in 1958. 53 

RURAL-URBAN RELATIONSHIPS 

The process of economic development implies a conti­
nuing shift of workers from agricultural to non-agricul­
t~ral occupations, coupled with a rise in the producti­
vity of the workers left on the land. The nearly universal 
'.lisparity between agricultural and non-agricultural 
incomes serves to promote such a movement of workers 
from the agricultural sector. 54 Ideally, productivity in 
agriculture would rise at a rate meeting the cities' grow­
ing demands for food as well as the demands of export 
markets, while permitting the release of agricultural 
workers at a rate meeting the rising demand for labour in 
industry and services. In practice, of course, the transi­
tion does not proceed so smoothly, and in many countries 
today something quite different is happening: producti-

11 Ibid., table 188 . 
.. Eastern Economist, New Delhi, Budget Number,41\farch 1960. 
u These ratios are based on the numbers of licensed radio 

receivers, and presumably are somewhat below the actual number 
of sets in use. 

.. FAO calculations indicate that, in the majority of countries, 
income per capita originating in agriculture ranges between 
40 and 60 per cent of income per capita originating outside 
agriculture, and that, in general, disparities to the disadvantage 
of agriculture are greatest in the economically less developed 
countries, but with many exceptions: the disparity between farm 
and non-farm incomes in the United States is particularly great, 
and Ceylon is one of the very few countries without a disparity. 
The statistics, however, probably exaggerate the disparity in both 
groups of countries. In the economically developed countries, 
it is easier for farmers to understate their net incomes than for 
other groups to do so; and, in the less developed countries, sub­
sistence income and services performed within the family are not 
given an adequate weight in income calculations. See The State 
of Food and Agriculture, 19ti9, op. cit., pp. 95-99 and annex table 14. 
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vity is hardly increasing at all, while masses of rural 
workers come to the cities looking for jobs that either do 
not exist or from which they are barred by illiteracy 
and lack of skills. 55 

During the period under review (allowing for the quali­
fications and disclaimers that must be applied to all 
world-wide generalizations), maladjustments between 
agriculture and the rest of the economy have grown more 
pronounced, both in some of the most highly developed 
countries and in some of the poorest. 

At the one extreme, a technological revolution in 
agriculture (management innovations, mechanization, 
higher-yielding plant and animal varieties, more exten­
sive application of fertilizers), combined wlth an in­
elastic demand for most farm products, has meant over­
production, with prices of farm products precariously 
supported through expensive government aid. At the 
other extreme, the failure to carry through a revolution 
in technology and land tenure, combined with increased 
demand on the part of rapidly growing urban popula­
tions, has meant chronic food shortages, inflationary 
pressures, and diversion of foreign exchange from 
developmental needs to food imports. Between the 
extremes are many countries with differing problems and 
trends, but only a few that havemaintainedasatisfactory 
balance. Price trends have been generally unfavourable 
to farmers and the gap between urban and rural incomes 
has widened, as has the gap between agricultural and 
industrial nations. Many of the economically under­
developed countries that depend on specialized agricul­
tural exports have faced particular difficulties in view of 
the steady deterioration in the terms of trade of these 
products. 

TERMS OF TRADE OF AGRICULTURAL AND FOREST PRODUCTS 

(Indices of average export unit values, at current prices, 
deflated by index of average unit values of manufartured goods) • 

1954 
1955 
1956 
1957 
1958 

(Average 1952/ 1953 - JOO) 

103 
97 
91 
89 
83 

1959 (preliminary) . . . . . . . . . • . . . . . . . . . . . . . 81 

• The State of Food and Agriculture, 1960, op. cit., p. 47. 

This deterioration has been a major factor affecting 
the welfare of the population of the less developed coun­
tries in the years under review, retarding their rates of 
economic growth in relation to those of the countries 
selling industrial products. 

The centrally planned countries have generally nar­
rowed the gap between agricultural and non-agricultural 
incomes to some extent during the same years, providing 
stronger incentives for increased agricultural production, 
but have not yet succeeded in making productivity in 

•• A recent International Labour Office report discusses in detail 
the characteristics and implications of the movement of labour 
out of agriculture in different countries and regions: Why Labour 
Leaves tm Land, Geneva, 1960. 
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agriculture increase at the rate planned, partly because 
of unfavourable climatic conditions in the most recent 
period. 
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The United States is the most important and the most 
clear-cut example of the first type of problem mentioned 
above, as the following statistics show: 66 

1947-49 1955 1959 

Agrlcultur:il labour force (in thousands) . . . . . . . . . . . . . . . 8,078 6,718 

11.9 

5,836 

9.8 As a percentage of total employed labour force . . . . . . . 16.0 

Index of productivity in agriculture per man-hour of 
farm work . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 149 

113 

89.6 

117.0 

189 

125 

89.1 

128.2 

Index of total output of farm products . . • . . . . . • . . . . . . . 100 

,vholesale price Index for farm products . . • . . . . . . • • • • . . 100.0 

Wholesale price Index for all other commodities . . . . . . . . 100.0 

Total net Income from all sources per person of farm 
population In 19-17-49 prices . . . . . . . . . . . . . . . . . . . . . . . 1851 $798 $803 

Clvlllan food consumption per capita (pounds): 
Red meat and poultry ........................... . 170 

359 
227 
185 
127 

194 
348 
221 
160 
110 

Fluid milk and cream ............................ . 
Vegetables ..................................... . 
Cereal products ................................. . 
Potatoes and sweet potatoes ...................... . 

The most remarkable increases in farm productivity 
per man-hour have related to cereals and root crops, 
consumption of which now has a negative "income elas­
ticity "; that is, as incomes rise people buy less bread and 
potatoes. Government price supports and related pro­
grammes arc believed to have kept net farm incomes one­
third higher than they would otherwise ha Ye been, 67 but 
have not prevented them from declining while non-farm 
incomes have risen. Acreage restriction and other mea­
sures intended to curb production have not prevented 
the continued accumulation of surpluses. At present 
there is considerable disagreement as to the direction 
future policy should take, and a fresh approach is ex­
pected from the administration taking office at the be­
ginning of 1961. 

The President's Commission on National Goals recent­
ly pointed out that 50 per cent of the farmers produce 
only 10 per cent of farm output and urged that about 
1,500,000 farm operators be helped to find better-paying 
non-farm jobs. 58 Farming, or at least rural living, how­
ever, is widely considered a desirable " way of life ", to 
be supported even at some cost to the rest of the commu­
nity. There is widespread reluctance, therefore, to reduce 
the agricultural sector to the level indicated by economic 
efficiency, and opposition to measures that would force 
large numbers of unwilling farmers off the land and into 
the cities. A partial solution may be appearing through 
the decentralization of industry and the mobility given 
to the American worker by the automobile. Small 

" Economic Report of the President, op. cit. 
11 The State of Food and Agriculture, 1959, op. cit., p. 121. 
•• Report of the President's Commission on National Goals, 

released 28 November 1960. 

farmers can increasingly find jobs in towns within a 
radius of several miles without leaving their homes, and 
there is a movement of workers out of the towns to build 
homes in rural areas that are within commuting distance 
of a factory. 69 

In Canada, the agricultural share of the labour force 
has fallen even more sharply than in the United States: 
from a 1947-49 average of 1,157,000 to 873,000 in 1955 
and 739,000 in 1958, or from 23.4 per cent of the labour 
force to 16.3 and 12.9 per cent. Because the decline in 
agricultural population has matched the rise in agricul­
tural productivity, income trends have been less adverse 
to farmers than in the United States. The Canadian 
Department of Labour points out that the number of 
persons working on farms year-round has shown a dis­
proportionate decline, since mechanization has enabled 
an increasing number of farmers to dispense with perma-' 
nent paid help, using only temporary workers during 
seeding and harvesting. 60 

Australia and New Zealand, with their large-scale pas­
toral-agricultural enterprises, are among the very few 
countries in which farm incomes appear to be somewhat 
higher than non-farm incomes. Here, while annual fluc­
tuations in farm production and in export markets have 
created difficulties for the economies, there is no serious 
problem of rural backwardness or excess population on 
the land. The need for additional urban workers is being 

•• In the United States in 1955, farm-operator families received 
one-third of their total incomes from non-farm sources, while 
wage workers who were mainly employed in agriculture received 
20 per cent of their wage-incomes from work outside the farms. 
(The Stale of Food and Agriculture, 1959, op. cit., p. 99.) 

•• Memorandum from the Economics and Research Branch, 
Department of Labour, accompanying communication from the 
Government of Canada, dated 8 June 1960. 
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m~t m_ainly through immigration rather than internal 
migration. 

In ~ost countries of Western Europe, the farmers are 
supplymg a market in which their position is protected 
~y some c~mbination of price supports, subsidies and 
import duties. These measures have kept their incomes 
at a l~vel between 60 per cent and 80 per cent of non­
farm rncomes, or much closer to parity than the world 
av_erage: The two main exporters of farm products in 
this r:g10n, Denmark and the Netherlands, are suppliers 
of dairy products and meats which, among foods, enjoy 
~ relatively high income elasticity of demand, and farm 
mcomes have been maintained at satisfactory levels. 
Measures for the support of farmers in some of the Euro­
pean countries, however, have led to conflicts between 
~heir interests and those of consumers and taxpayers, as 
m the United States. In France, in particular, price 
supports have not prevented farm expenses from rising 
faster than incomes over a number of years, so that dis­
content among the farmers has become a serious political 
problem. 

In Europe since the Second World War there has been 
no difficulty in absorbing surplus agricultural labour into 
other activities, except in the Mediterranean countries 
where there is surplus labour in the cities as well as in the 
countryside, and an out-migration of workers (to France 
and the Federal Republic of Germany). The Federal 
Republic of Germany, the Netherlands and Switzerland, 
among other countries, are now turning to policies of 
rationalization and consolidation of farms that should 
take some of the remaining low-income rural population 
out of agriculture. Here again, however, considerations 
of economic efficiency conflict to some extent with the 
wishes of the farmers and with the valuation placed on 
the rural way of life. Most European countries have some 
rural areas that are not particularly well adapted to agri­
culture, lack alternative means of livelihood, and show 
income levels well below the national average. The 
Governments are unwilling to see these areas lag farther 
behind, or, alternatively, lose the remainder of their 
populations, even if the latter can be absorbed into more 
productive urban employment. 

In Europe as well as in North America, the least effi­
cient small cultivators, who are concentrated mainly in 
these backward areas, are slower to move into non-agri­
cultural occupations than are relatively well-off rural 
groups. They are not only at a disadvantage in their lack 
of qualifications for such occupations ; they are also 
likely to have less initiative and adaptability than other 
groups; many of them accept deepening poverty rather 
than leave the land. The danger is that, if they are left 
to themselves, the gap in culture and level of living be­
tween them and the rest of the population will continue 
to widen and become ever harder for them to cross. 61 

11 See Why Labour Leaves the Land, op. cit., for a discussion 
of this problem and of some measures proposed to meet it. 
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In some under-developed countries, there have been 
impor~an~ local gains in ag~icultural production through 
the bnngmg of new areas mto cultivation and through 
the completion of irrigation projects. Production of 
export crops, mainly on large estates but sometimes as 
in Ghana and Uganda, by small farmers, has as a ;ule 
been limited chiefly by the inelastic international mar­
ket; several countries are currently burdened by sur­
pluses of such crops as coffee and cotton. 

The main problem of rural-urban relationships in 
under-developed countries, however, has almost every­
where remained intractable or become more serious. This 
is the failure to transform the mass of small cultivators 
and rural workers into efficient farmers or productive 
non-agricultural workers. Disparities between agricul­
tural incomes and non-agricultural incomes in many of 
these countries are very wide, but the rate of urban eco~ 
nomic development is not high enough to absorb the 
resulting flow of migrant labour, and most of the mi­
grants are poorly adapted to the needs of the urban 
economy. The urban side of this problem was discussed 
in detail in the 1957 Report on the World Social Situation, 
and more recent information adds little to the broad 
picture there presented. 

The rural population in most of these countries, how­
ever, remains several times as large as the urban. From 
the social point of view, the raising of the levels of living 
of these rural masses is an urgent task; and, from the 
economic point of view, development cannot proceed in 
a healthy fashion in other sectors of the economy unless 
the rural population becomes a more adequate source of 
food supplies, a source of better-qualified labour, and an 
expanding market for the products of the rest of the 
economy. This problem is present both in densely popu­
lated countries and in thinly populated countries; in 
countries where small landowners, tenants, and share­
croppers predominate; and in countries of large estates 
worked by wage labour. It is present in important regions 
even within the few countries, such as Mexico, in which 
national agricultural production has increased at a highly 
satisfactory rate. 

The Governments of some of these countries have 
sought to protect or stabilize the incomes of the produ­
cers of export crops, even at the cost of heavy purchases 
of surplus products, as in Brazil. These measures, how­
ever, have in general helped only the more prosperous 
farmers. As to domestically consumed foods, the Govern­
ments have been more concerned to protect the interests 
of urban consumers than to provide price incentives for 
the producers; many of them have even subsidized food 
imports through favourable exchange rates. " In some 
cases the emphasis on the consumer side has gone so far 
that it appears to have hampered the badly needed agri.: 
cultural expansion and thus to have aggravated the 
inflationary pressures it was designed to combat." 62 

In major countries of Asia, the most prominent aspect 
of the problem is the excess of rural population in rela­
tion to cultivable land, with rural dietary levels so low 

•• The State of Food and Agriculture, 1959, op. cit., p. 120. 
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that any increase in production is likely to be absorbed 
hy the producers themselns, and with land-holdings 
often so small and so intensively cultivated that many 
methods of expanding production applicable elsewhere 
become irreleyant. In lhe same countries, the absorptive 
capacities of lhe urhan economies are particularly weak 
in relation to lhc overwhelming numbers pressing to find 
t•mploymenl in them. 

In tropical Africa the major difficulties arc the tech­
nical backwardness of most agriculture, the continued 
exodus of ahlc-hodied males from the land, and, in many 
areas, unfavourable soil and climatic conditions lhat arc 
becoming worse under lhc impact of slash-and-burn cul­
tivation and over-grazing. It is generally agreed that the 
kind of recrnilmenl of temporary unskilled labour asso­
ciated with employment in European-type cnlcrpriscs is 

. today a hindrance both to the development of sound 
agricullural and induslrial systems and lo the emergence 
of stable modern socielies in the countryside as well as 
the towns. 

Jn Latin America and lhc Middle Easl, conditions vary 
widely in difTerent zones, wilh some areas of rural overpo­
pulation and some of inefficient shifting cullivation and 
pas Loral ways of life. In these regions, however, problems 
of tenure arc particularly prominent: systems of share­
cropping and tenancy in which the landowner collects a 
high rent while contributing nothing to production; 
large and inefficiently cullivatcd estates occupying the 
fertile land, juxtaposed wilh tiny subsistence holdings on 
lhe barren hill-sides. 

These problems have been well known and widely 
discussed for some years. There has been international 
agreement on the need for agrarian reform but limited 
national achievement. In practice, national development 
programmes have tended to concentrate on the non-
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agricultural sectors of the economy, in which measure­
able progress is easier to bring about and the interests op­
posed to reforms and progress less strongly entrenched. 
There is some evidence that, during the period under 
review, the attention of policy-makers is turning to 
the relation between rural problems and development 
in general. 63 In Chile, the stagnation of food production 
has been singled out as the key factor behind the coun­
try's chronic inflation and as a major obstacle to further 
dcvclopmcn t of the rest of the economy. 61 In Peru, 
since 1950, " the absence of dynamic agricultural expan­
sion has been an obstacle to Peru's general development, 
has handicapped attempts to raise standards of living, 
and has also seriously limited the country's ability to 
finance future development. 6 • Similar authoritative 
statements have been made in many other countries. 
The experience of the countries that have undertaken 
large-scale land reform and community development 
programmes, however, shows that the raising of the pro­
ductivity of the rural masses is one of the most difficult 
and complicated tasks that a country can undcrtake. 66 

., Sec chapter III, "Programming for agricultural develop­
ment", in The Stale of Food and Agricullure, 1960, op. cit. 

•• For example, in Nicholas Kaldor, " Problcmas Econ6micas 
de Chile", El Trimeslre Econ6mico, April-June 1959; and in David 
Felix, " Structural Imbalances, Social Conflict and Inflation: 
An Appraisal of Chile's Recent Anti-Inflationary EITort ", 
Economic Development and Cullural Change, Chicago, January 
1960. 

n FAO-IBRD, The Agricullural Development of Peru, Part I, 
General Report, (Washington), August 1959, pp. 1-2. 

" For recent information on land reform programmes see 
Economic Survey of Lalin America, 1959 (United Nations publica­
tion, Sales No.: 60.11.G.1), chapter IV; Economic Development 
in the Middle East 1957-58, United Nations publication, Sales 
No.: 59.II.C. 2, and 1958-59 (Sales No.: 60. II.C.2). 



PART II 

Chapter II 

THE INTERRELATION OF SOCIAL AND ECONOMIC DEVELOPMENT 
AND THE PROBLEM OF "BALANCE" 

INTRODUCTION 

The social trends described in the precedh1g pages 
merge with economic trends. In fact, the separation be­
tween the " social" and the " economic" is often an arti­
fact of academic analysis and government departmenta­
lization. It may be convenient to make such a separation 
for the purpose of analysis or administration, but the 
different aspects must be put together again, and the 
situation must be viewed as a whole before any compre­
hensive conception of development - or comprehensive 
policy of development - can be achieved. 

The question of the interrelation of economic and 
social factors of development has been brought into 
focus by certain changes in the role of the modern State. 
Since the late nineteenth century, but particularly in the 
last few decades, Governments have assumed increasing 
responsibility for the promotion of social welfare and 
simultaneously for the development of the national 
economy. This is evident in the remarkable expansion 
after the Second World War both of social programmes 
- often embodied in principle in new national constitu­
tions 1 - and of economic development planning. This 
simultaneous preoccupation with social measures and 
with economic projects - and the inevitable competi­
tion for funds, and differing opinions regarding priorities 
- has raised difficult policy questions for government 
planners and budget makers. 

The General Assembly of the United Nations, as well 
as the Economic and Social Council and its Social Com­
mission, have adopted a number of resolutions in recent 
years emphasizing the importance of " balanced " and 
"integrated " social and economic development and 
urging that action in these two fields go " hand in 
hand ".1 In academic and professional circles, also, the 
question of the relationship between economic and social 
factors in development has become a matter of growing 
interest - in fact, a matter of considerable controversy. 

1 See Inlernalional Survey of Programmes of Social Development 
(United Nations publication, Sales No.: 55.IV.8), pp. 3-4. 

' See, for example, resolutions 627 (XXII), 663 H (XXIV) 
and 731 J (XXVIII) of the Economic and Social Council, and 
resolutions 1161 (XII), 1258 (XIII) and 1392 (XIV) of the General 
Assembly. 
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No one will deny that, from a policy point of view, an 
appropriate relationship should be established between 
the economic and the social; the difficulty lies in defining 
what is "appropriate". 

At stake, in the last analysis, is the establishment of 
an over-all theory or model of growth, particularly for 
countries that are economically under-developed. It is, 
of course, inconceivable that the very same detailed 
recipe for growth would suit all countries, given. their 
different levels of development, or even all countries at 
the same level of development with differing back­
grounds. But recognition of this fact is the first step in 
the direction of an understanding of growth, not an 
invalidation of the inquiry. 

As the following review will indicate, interest has 
shifted from an initial preoccupation with negative as­
pects of the relati_o? between ec~nomic_ and soc~al fac­
tors to a more positive concern with pohcy quesb?ns -
from warnings and complaints to effor_ts at co~ordmated 
action. The expression, " balance and mtegrat~on o~ ec?­
nomic and social development", reflects this shift m 
emphasis. 3 

From a governmental point of view, the q~estion of 
balanced social and economic development is to an 
important extent a question of the pa~tern of public 
expenditure. There is no over-all concept10n or theo~y of 
balanced development applicable to the expen~iture 
policy of the economically underdeveloped countries at 
the present time; there are only fragments of a theory 
and" common sense". One difficulty with common sense 
is that it rarely transcends the bounds of professional 
interests. As a result, the recommendations for develop­
ment of a visiting mission or a local planning board will 
be often seen to reflect the composition of the mission or 
board; each representative of a professional field tends 
to consider his own field most important for develop-

, See the opinion of a United Nations exper~ committee th_at, 
" Instead of treating social policy as a housemaid ~hose funct10n 
is to tidy up human suffering and insecurity left Ill the_ w~ke of 
economic development, social objectives should be bmlt Ill _on 
an equal footing with economic objectives into co?1prehens1_ve 
social and economic planning " i11 Report on a Co-ordmate~ Po_lrcy 
regarding Family Levels of Living (United Nations pubhcatwn, 
Sales No.: 57.IV. 7), p. 18. 
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mcnt, and consequently urges heavy investment in pro­
jects in that field. The lack of an over-all conception of 
balance in relation to public expenditure hasbeen force­
fully stated in the following passage: 

" ... what is the appropriate level and distribution 
of public expenditure in under-developed countries? 
The question cries out for an answer, if not in rigid 
quantitative terms, at least in terms of some principles 
which may he used in judging government pro­
grammes. Through lhc world, :Ministers and officials 
arc busily engaged in working out five-year plans for 
public expenditure, and they look anxiously lo econo­
mists and to others for guidance as lo what is appro­
priate. Neither is there any lack of advice ofTerccl. But 
i11 none of the mass of published reports can one dis­
cover how the authors have decided what level or pat­
tern of expenditure was appropriate. Judgements in 
this sphere of puhlic finance boil down Lo little more 
than personal assertions."' 

Countries of Africa, Asia and Lalin America, the majo­
rity of which have development plans of one kind or 
another and arc seeking lo establish new patterns of 
welfare and growth, nol only face harsh and difficult 
choices in the allocation of their limited domestic re­
sources, hut also musl choose among alternative possi­
bilities in the limited assistance available from abroad. 
To be cfkclivc, such assistance has to be based on an 
assessment of economic and social needs and capacities 
and on the application of some reasonable order of prio­
ritics.6 The international organizations rendering assis­
tance Lo less developed countries in their turn face ques­
tions of balance and integration in the forms of assistance 
that they provide. 

SOCIAL co;s:SEQUENCES OF INDUSTRIALIZATION 6 

In the late nineteenth century, economic theory was 
not preoccupied as it is today with the concept of econo­
mic clevelopmcnt - although sociologists and anthropo­
logists addressed themselves to questions of social evolu­
tion rather more than they do today. Leading social phi­
losophies of the time tended to assume that the wealth 
of a region was a more or less static quantity; thos_e who 
got more - by virtue of superior strength, cunmng or 
fortune at birth - dicl so because others got less; the 

• Alison l\I. Martin and w. A. Lewis, " Patterns of Public 
Revenue and Expenditure •, The J,1anchester School of Economic 
and Social Studies (l\lanchester), September 1956, pp. 216-217. 

• See Economic and Social Council resolution 496 (XVI). 
• The social consequences of industrialization and the social 

obstacles were reviewed in the report entitled Processes and 
Problems of Industrialization ("Gnited Nations publication, Sales 
No.: 55.II.B.1) and considered in some aspects in part II, on 
urbanization, of the 1057 Report on the World Social Situation 
(United Nations publication, Sales No.: 57.IV.3). UNES~O ~ias 
encouraged a considerable amount of research and pubhcation 
on both these and related subjects, under its project on " the 
social implications of industrialization and technological change ". 
The present report, therefore, treats them but bri_cfly. For a ~ull 
discussion the reader is referred to the forthcommg publlcat10n 
by UNESCO of the papers and proceedings of the N?rt_h A!11erican 
Conference on the Social Implications of lndustnahzat1on and 
Technological Change. 
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goal of social policy was to protect the weak and the poor 
against further exploitation, or to achieve a radical redis­
tribution of wealth in the name of social justice. Indus­
trialization was widely seen as a negative or retrogressive 
influence from a social welfare point of view. Deep con­
cern arose over social ills that were observed in rapidly ' 
growing industrial and urban centres - unhealthy work­
ing conditions, starvation wages, child labour, disrup­
tion of family life, over-crowding, fillh and sordidness in 
slums, delinquency and corruption of youth. Concern 
with these problems has continuecl into the twentieth 
century and is shared today by economically less deve­
loped countries that are seeking rapid industrialization. 

It is uo longer believed, however, that such social ills 
arc a necessary consequence of industrialization. 7 Many 
of them simply represent evils of urban poverty and 
over-crowding that appear quite independently of indus­
trial growth; they often result from a transfer, through 
migrants, of rural dcsLitution Lo an urban scLting, where 
it becomes more conspicuous. \Vhat is needed in these 
cases is not less industrialization but more industriali­
zalion.8 Industrial growth - along with other forms of 
economic growth - is required to absorb the surplus 
labour, pr~~vidc higher incomes, and create the finan~ial 
resources for more ciTcctivc social action. Redistribut10n 
of existing wealth, by itself, cannot solve the social prob­
lems of Lhc poorer countries; the total amount of wealt~ 
must he incrcasecl through economic development. This 
modern conception of the central role of economic de­
velopment in social progress has deeply affected the 
theory of social policy and social action. 

Through the adoption of modern labour s~andar~s, 
various ills directly identified in the past ~vith md":s~na­
lization - for example, inhumane workmg cond1t10ns 
and child labour - can be, and to an important extent 
have been outlawed from modern industry. For example 
child labo:ir, a practice originally transferred to industry 
from agriculture (where in the family setting it was much 
less ofTcnsive), has now largely disappeared in t_he ~o~e 
developed countries. In less developed countn~s, it 1s 
mostly in the small workshops and swca~shops _111 back 
streets, rather than in the large modern mdustnes, that 
these conditions will be found to prevail today. The wor­
kers who have entered modern industries, where contem­
porary labour standards arc mor~ apt to_ be applied, 
constitute an elite among the workmg class m the u~de:­
developcd countries. Even the s~bjugation o~ th~ md1-
vidual to the machine (the stat10nary maclune _ m the 
factory, not the mobile machine_ on th~ farI?), wh•~h _has 
been the source of much complamt agamst mdustrmhza­
tion tends to diminish when a certain stage of automa­
tion' is reached and the machine itself does the routine 
physical tasks. 

Still another category of social problems, more i_ntan­
gible and perhaps more intractable, concerns the d1srup-

• See Report on the World Social Situation, op. cit,, part II, on 
urbanization, pp. 112-113. 

• Provided, of course, it is not merely industrializati~n that 
competes with traditional handicrafts and village Industries an_d 
does not expand fast enough to absorb those whose labour it 
displaces. 
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tion of community and family life, which often seems to 
accompany transition to an urban-industrial environ­
ment, especially when the cultural gap to be traversed is 
~ide, as in Africa today. Old institutions, values, loyal­
ties and systems of authority are lost, because they are 
too deeply identified with the past or are incongruous in 
an industrial society, but they may not be replaced for 
s~me time by new ones. Mere physical separation from 
kmsfolk and community of origin can deprive the indi­
vidual of social identifications, and of material and moral 
support when these are most needed. " Anomie ", the 
feeling of being lost and rootless, family disintegration, 
lack of supervision of children, the formation of delin­
quent gangs of youth, and collapse of personal morals 
sometimes result - though by no means always. Such 
consequences of industrialization have been portrayed 
with foreboding since the nineteenth century. It is 
demonstrably false, from evidence available today, that 
a modern industrial society cannot have strong and 
stable family and community bonds, once the new 
society is established. But in the process of transition, 
of breakdown of old social forms and creation of new 
ones, there is a particularly dangerous phase when atti­
tudes and behaviour may be without anchors, controlled 
more by passing winds of demagogy, faddism or mob 
spirit than by established values of home and commu­
nity. 

The difficulties of social transition are not limited to 
the urban-industrial environment. The introduction into 
the countryside of schools, paid labour and modern legal 
and administrative systems tends to break down the 
traditional authority and controls exercised by the 
extended family, kinship or tribal group and may 
have disruptive effects of considerable magnitude in 
the rural districts. 9 Conllicts between generations 
occur here as in the cities, when the status and influence 
of the older generation are diminished in the face of the 
superior education and the independent monetary 
income of the younger generation. 

When workers acquire stable jobs with adequate pay 
and settle down permanently in a new environment with 
their families, many of the problems of transition tend 
to disappear. Unfortunately, it is precisely the workers 
caught between two cultures who are least likely to 
obtain stable jobs with adequate pay. It is these same 
persons also who are least likely to benefit from modern 
labour and welfare institutions and mechanisms, such as 
vocational training, employment service, social security, 
low-cost housing, etc. 

Social cohesion is often maintained in these cases 
through the continuance and transformation of. tradi­
tional institutions - for example, the convers10n of 
ethnic or tribal affiliations in cities into welfare or labour 

• At the same time, there is evidence that, under some cir­
cumstances, industries can be introduced into peasant societies 
without having drastic social, cultural and psychological conse­
quences - they can have a socially integrative e!Iect by virtue 
of the fact that the greater economic resources they provide may 
help resolve some of the family tensions that arise from poverty. 
(See Manning Nash, " Introducing Industry in Peasant Societies ", 
Science (Washington) Vol. 130, 27 November 1959, pp. 1456-1462. 

associations. Sometimes the traditional religion plays a 
major role in maintaining social cohesion during the pro­
cess of adaptation of the individual to the modern indus­
trial society; at other times it is repudiated, along with 
much else from the past. Nationalism has become almost 
universally a source of new identification and group 
cohesion for populations in transition, replacing or domi­
nating older loyalties to kinship, ethnic or other tradi­
tional groups. " In-group " feelings are converted into 
national attitudes, and passions of rivalry found among 
the customary societies are often projected onto the 
international scene. 

SOCIAL " OBSTACLES" TO ECONOMIC DEVELOPMENT 

Once the importance of economic development as a 
means to social ends was recognized, attention turned to 
a different set of problems - the social obstacles to eco­
nomic development. In part, they are the same problems 
differently conceived: if, for example, a traditional mode 
of life that is incongruous with a modern industrial eco­
nomy can be disrupted by economic development, it can 
also, as long as it survives unchanged, act as a block to 
such development. Much has been written on the subject 
of social obstacles to economic development in the last 
few decades. They can be roughly classified under three 
main headings: population, institutional and individual 
factors. 

(1) Population faciors. 10 Since economic growth is ordi­
narily defined as growth in per capita national income, 
which in turn is defined as the ratio of production to 
population, it is obvious that trends in pop~lation ea~, 
mathematically speaking, play as large a role m economic 
growth as trends in production. In fact, some observers 
maintain that, for a number of countries, from a purely 
economic point of view, the most efficient investment to 
promote economic growth would b_e inves~ment, not in 
economic production, but in reduct10n of birth rates. 

The situation is complicated by the fact that produ~­
tion and population - the numerator and the denom_i­
nator in the ratio that defines the level of economic 
development - are not independent ~ari~bles; growth 
of production and growth of populat10n mteract u~on 
each other in ways that are obscure and controversial. 
In some circumstances, population growth entails com­
mensurate or even greater production growth (e.g., wh~n 
resources and technology are adequate and labour m 
short supply). In other circumstances it does ~ot; i:ier 
capita income may be held _back or ~v~n declme with 
rapid population increase, m an existmg contex~ of 
unemployment and under-employment, and at given 
inadequate levels of technolo~y and resource~. Increase 
in production, in turn, may stimulate popu_lat10n growth 
under certain circumstances; for example, m some of the 
most highly developed countries today, ~arriages an_d 
birth rates may rise for a time with expandmg economic 
conditions (and drop with depressions), while in the very 
poorest countries there may be both a rise of birth rates 

10 See Determinants and Consequences of Population Growth, 
United Nations publication, Sales No.: 53.XIII. 3. 



and a drop of <lea lh ra lcs when increased production 
immediately brings helter nutrition and health. On the 
other hand, expansion of production, especially through 
industrialization, in populations that have reached a 
certain lc\'l'l of dcyc)opmcnt, may he associated with 
declining birth rates and a slow-down of population 
growth, as has been the case in various countries of 
southern anll eastern Europe in recent decades. Coun­
tries showing this demographic pattern, in which the 
death rate is relatively stabilized and the birth rate is 
dropping rapidly or has dropped to a relatively low level, 
will hy definition undergo much more rapid economic 
dcvclopmenl in terms of per capita income growlh than 
other countries in which economic production is actually 
increasing al exactly the same pace hut in which the 
death rate is dropping rapidly while the birth rate 
remains constant (or rises). The latter demographic con­
stellation is found in many of the countries of Africa, 
Asia and Lalin America today. 

Expansion of procluction may be hindered by the 
cliflicully of increasing the amonnl of land and other phy­
sical resources in use, in proportion lo the increase of Lhc 
labour force. \Yhilc this hindrance to economic develop­
ment is especially important in densely populated agri­
cultural countries where there is little unused land suit­
able for agriculture, it also appears in some countries of 
relatively sparse population where conditions of climate, 
deficiencies of technology, or cultural and institutional 
factors hamper extension of agriculture to unused lands. 

In addition to the rate of population growth and popu­
lation density, the population structure has an obviously 
important hearing on economic development, since the 
relative proporlio11s of economically active adults versus 
children and inactive elderly persons will determine the 
amount of prolluction beyond the worker's own needs 
that can be used for savings and investment, and the 
amount that must he consumed by non-productive 
dependants in food, education and health services, as 
well as housing and community facilities. This means 
that two countries with initially equal labour producti­
vity (production per worker) will have difierent rates of 
economic growth if, other things being equal,11 their 
population structures <lifier. The economically under­
developed countries generally have a population strnc­
ture weighted heavily with children, owing lo high birth 
rates, and although the proportion of elderly persons in 
their population is comparatively small, the net result is 
a considerably higher ratio of non-productive age groups 
in the under-developed countries than in economically 
more advanced countries. 

Another population factor (also having political con­
notations) which can inhibit economic growth - some­
times only temporarily, if usable land area is extensive­
but which has received much less attention is that of the 
absolute size of a country's population. This has acquired 
new significance with the independence of a number of 
African countries. Under modern circumstances, an 

11 Ordinarily consumption standards will be lower in countries 
with high rates of dependency, so that investment will not be 
the only factor aITected. 

Report on the World SocJal Situation 

economically under-developed country of small popula­
tion, other things apart, appears to be at a disadvantage 
as fnr as economic growth is concerned. A small country 
is less likely than a large country to approach economic 
self-sufficiency and must lean much more heavily on 
exports and imports.11 Since the economically developed 
small countries today rely as much as, or even more than, 
the economically under-developed small countries on 
foreign trade, it is not realistic lo assume that, as the 
latter develop, they will reduce their dependency. Diver­
sification of industry ancl agriculture, including the esta­
blishment of diversified small industries for processing 
agricultural products, as well as the production of foods 
now imported, is an important economic objective, hut 
it can be carried only so far when the population is limi­
ted to two or three million or less. Certain types of indus­
try arc altogether excluded. To take an extreme example, 
only a few of the largest and wealthiest countries have 
the resources, the research and technical personnel and 
the market potentialities lo establish an airplanc indus­
try. Economically developed small countries can, how­
ever, c!Tectivcly engage in other industries, such as elec­
tronics or watch-making, which enjoy a good export 
market. But in the small economically under-developed 
countries today, many forms of industrial export are out 
of the question for years to come, because the economies 
of these countries arc not technologically advanced 
enough to compete with such products in a world market. 

The result of this situation is a continuing orientation 
towards the export of a limited number of primary com­
modities-together with the import of a variety of indus­
trial items. The primary commodities in recent years 
have shown wide market fluctuations, indisposable sur­
pluses and a generally unfavourable price trend vis-a-v~s 
industrial products.18 If present trends continue, and if 
the economic growth of the small economically under­
developed countries is to be ensured, the choice would 
seem to lie essentially between, on the one hand, regional 

u Sec Simon Kuznets, .. Economic Growth of Small Nations " 
in The Challenge of Development (Jerusalem, Hebrew University, 
1938), pp. 9-25. Data presented by Kuzncts show the ratio of 
foreign trade (sum of imports and exports) to national income 
to be 84 per cent in a sample of economically developed small 
countries that average 1.:-l million in population, as against only 
22 per cent in a sample of economically developed large countries, 
averaging 69 million population. Corresponding figures for econo­
mkally underdeveloped small and large countries are 64 per cent 
and 38 per cent. 

13 Sec " Rurul-l:rbull Helatlonships " in chapter I. The un­
favourable price trend, whereby specific agricultural commodities 
have lost exchange value in relation to specific industrial products, 
has been a phenomenon of the last few years and may not neces­
sarily be a permanent trend. More important, from a long-range 
point of view, is the fact that manufacturing industry c~n~inually 
expands by the addition or new products (e.g., televmon aud 
air-conditioning in recent years), whereas agriculture does not; 
synthetics may substitute for certain agricultu_ral products, and 
industries are continually learning to economize m the use of 
raw materials, The demand for industrial products as a whole 
therefore grows faster than the demand for primary commodities 
in a world market and the small countries relying heavily on the 
export of primary commodities that have but slowly rising 
demand therefore have a built-in long-range tendency to fall 
behinrl - unless the prices of primary commodities actually 
increase faster than those of industrial products. 
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or international market arrangements, or other econo­
mic-political confederations or amalgamations to permit 
greater diversification and specialization of production 
and more massive investment in key projects; or, on the 
other hand, some form of bilateral or international gua­
rantee of trade income - protected markets, subsi­
dies, etc.14 

(2) Institutional factors. If the industrially advanced, 
high-inccme countries of the world are lined up and com­
pared with the economically under-developed countries, 
a large number of differences in social institutions will be 
evident - in family systems, in the presence or absence 
of extended kinship and tribal systems, in the forms of 
community organization, in labour, welfare and recrea­
tional institutions and associations, in class or caste 
systems, modes of property ownership, political insti­
tutions, religious institutions, etc. For example, as a rule, 
at the higher levels of economic development the family 
tends to be smaller, more mobile, shorn of its economic 
production functions and of various functions assumed 
by educational, legal, police and welfare institutions of 
the State; but it remains a unit of consumption, and has 
even greater emphasis on psychological and emotional 
bonds and functions, as other bonds and functions dimi­
nish or disappear. Larger institutions based on blood 
relationship or presumed blood relationship, such as 
clans and tribal systems, with their multiple political, 
social and economic functions, disappear at higher levels 
of economic development; a complex network of inde­
pendent or State-controlled institutions appears instead, 
based on occupation, recreational interests, residence, 
sex or age group, political affiliation, etc. 

Some of the institutional forms in the less developed 
countries undoubtedly serve to hold back economic 
development. Proof, however, is difficult to come by, in 
view of the very multiplicity of the factors involved. It is 
practically impossible to exercise the kind of scientific 
controls (as in a laboratory experiment) that would be 
necessary in order to reach a firm conclusion as to which 
of these many institutional factors are really important 
for development - and how important they are 1 - and 
which are superficial. Since most economica_llr develop~d 
countries are European or of European ongm, any dis­
tinctive feature of European culture, ranging from habits 
of dress to broad political and religious institutions, will 
automatically have a surface correlation with e~onomic 
development. The danger is that the more obvious but 
less relevant features will be taken as the fundamental 
ones for economic development. The Pacific islanders 
who destroyed their ceremonial masks and regalia, orga­
nized their houses in rows like military encampments 
and marched up and down with sticks, in the _hope of 
achieving the kind of wealth that they had witnessed 
among foreign military stationed on the island during 

" In Latin America, the larger countries have now industrial­
ized to a fair extent but not the smaller countries, which are 
correspondingly laggi~g behind in economic growth (except in 
one or two cases where the export trade has been unusually 
favourable); this is a factor lying behind the Central Ameri~an 
economic integration programme sponsored by ECLA, which 
i_s intended to provide a market covering five small countries for 
mdustries established in any one of them. 
a 

the Second World War,15 may have perceived correctly 
the general principle of the need for institutional change 
but erred in the application. 

Among the institutional forms more generally cited as 
obstacles to economic development are caste and class 
systems that freeze individuals in ancestral occupations 
and reward them on the basis of birth rather than ability 
or achievement; autarchic family and kinship systems 
that discourage individual initiative and independent 
employment of family members; feudalistic and other 
antiquated forms of land tenure discouraging higher pro­
ductivity by the agricultural worker; religious, semi-re­
ligious and communal practices that absorb large funds 
in ceremonials, and in investment in the goodwill of su­
pernatural agencies or in status symbols; and social 
fragmentation, isolatio and lack of communications, 
particularly in rural areas.! 

It should be noted that European nations moved into 
the phase of industrial growth in the nineteenth century 
with a quite different historical background of social 
and political institutions and cultural systems from those 
of Africa today or those - still widely different -of 
Asia today; the world as a whole of the nineteenth cen­
tury was also a quite different world from that of today. 
It cannot be assumed, therefore, that the less developed 
countries will or should go through the same institutional 
changes that Europe went through in its early stage of 
industrialization. Each country has the unique problem 
in development of building its future out of its own past. 
' While there are roughly discernible institutional diffe­
rences between developed and under-developed coun­
tries, there is no simple one-to-one relationship between 
institutional form and economic development. Thus, 
both high productivity in industry or ~gricult~re ~nd 
low productivity are found under a variety of mstitu­
tional forms. Institutions exist for reasons other than 
economic and institutional changes may or may not be 
desirable for reasons other than economic social-justice, 
the dignity, equality and freedom of the indiv~du~l. I~ is 
perhaps natural to believe th~t the kind_ of mstitubon 
most desirable for non-economic reasons w1ll therefore be 
inherently most effective_ econ~mi~all)'.. Other things 
being equal, a socially desirable msbt~bon may well be 
economically more effective for th_e simple rea~~n t~at 
it is more socially desirable: it enlists the particil?at10!1 
and motivation of the people concerned. There is eVI­
dence, however, that economic production, at least in 
industry, can take place at high levels even under a 
forced labour system in which individual morale counts 
for relatively little, being replaced by terror and 
similar strategies of the State. 

When countries that have achieved exceptionally 
rapid economic growth during this century - for exam­
ple, Canada, German)'., !srael, Jap~n, Puerto Rico, _the 
Union of Soviet Socialist Republics and the Umted 
States - are examined individually, it will be seen that 
their economic development has in fact taken place 

,. See R. W. Firth, " Social Changes in the Western Pacific ", 
Quarterly Bulletin, South Pacific Commission (Noumea), vol. 3, 
No. 4, October 1953, p. 27. 
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under a rather wide range of inslitulio11s - polilical, 
religions :111d social. The facl that a country has pro­
grcs~cd economically with one kind of institution docs 
not pnl\:c, of course, l hat it would not have progrcssctl 
faster with another. An institution can have a hrakino 
cITccl, which is concealed hy the net forward movemcnl 
when powerful clcn·lopme11lal pressures arc at work. 

The countries menlionccl in the preceding paragraph 
as being among those having achieved rapill economic 
growth during lhis cenlury do, lwwcver, have one insli­
lulional factor in common: namely, lhc irnporlanl role 
of their l'dlll·dlion;d inslilnlions. Furlht-rmon·, much of 
the ed11G1lio11 is deliheralely and strongly oriented 
towards lecl111ological change ancl economic progress, 
unlikl', sav, the eclncalional svslems of mcclicval Euro­
pean ~clwiasticisrn or lraclilioi1al Chinese scholaslicism. 

:\lore generally speaking, whal appears lo he of pri­
mary importance in a social institution - from an eco­
nomic dt·Ydop11H'nl point of view - is, in Lhe first in­
stance, its orientation towards cha11ge a11<1 clevelopmcnl, 
its rcacli11rss lo adopt or support new tecl111ologies, and 
its influence 011 the ahililics, allilucles and energies of 
individuals acting through it or controlled by it. A radi­
cal change of institution may he necessary in order to 
provide the occasion (and the symbol) for the release or 
growth of these forces and the achievement of a new 
orientation, especially when progress is prevented by 
vested interests. Allt•rnalively, a social institution may 
in some cases adapt itself, without extensive changes in 
external form, lo accommodate the goal of economic 
<lcvelopmcnt, as, for example, in lhc adaptation of the 
.Japanc~e fomily system at the beginning of .Japanese 
industrialiwlion,16 or the adaptation of lhc English sys­
tem of lancllordism to modern agricultural development. 

There are few institutional changes more widely 
recommenclcd today than agrarian reform in economi­
cally u11der-devclo11cd countries, particularly where 
absentee landlordism directs its energies towards the 
maintenance of the status quo rather than towards de­
velopment. At the same time, the peasantry in such 
countries is often illiterate, traditionalist and deeply 
conservative in nearly all matters except the distribution 
of agrarian income. Agrarian reform involving the trans­
fer of ownt:rship Lo Lhis sector of the population, however 
dcsirahlc from the point of view of social justice, does not 
of itself automatically ensure economic development if 
the peasantry remains unchanged. In fact, experience 
shows that total production, or the amount of produc­
tion available for urban consumption, often drops under 
these circumstances, at least temporarily, causing infla­
tion and retarding industrialization.17 The Food and 
Agriculture Organization of the United Nations (FAO) 
has recenlly given greater emphasis to institutional 

11 See '.Villiam '.V. Lockwood, The Economic Development of 
Japan; Growth and Structural Change, 1868-1938. Princeton 
University Press, 1954. 

17 This drop may be caused by re-distribution into economi­
cally inefficient small holdings as well as by loss of a managerial 
element, lack of any progressive tendencies among the peasantry, 
or a generally prevailing climate of disorder at the time of land 
reform. 
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change in agricullurc, but by this is meant not only 
changes in land ownership or land tenure systems when 
such changes arc necessary, but also the introduction of 
n_cw or impro~cd credit institutions, marketing institu­
trnns and agncullural educational institutions, so that 
the total institutional system in agriculture will be 
strongly oriented towards dcvelopmcnt. 18 

Traditional institutions arc oflen considered to block 
economic clcvclopmcnt because they prevent mobility, 
as when inclividuals arc obliged by caste, class or family 
system to engage in the same occupations as their 
fathers and lo remain in the same localily. In the larger 
urkrn areas, this is not as imporlanl a factor as it may 
have been at one time, however, because lhe cities of 
cco11omically under-developed countries arc usually 
ovcrllowing with excess Jabour - labour that may be 
only too mobile in the sense of constantly Jloating back 
and forth between city and countryside and within cities 
looking for any kind of work. The chief dilliculty in the 
case of lhis lalrnur is lack of skills a ppropria le to modern 
employment; 1.he problem is to a large extent one of 
education and training. 

In the rural areas, the family 1.ends to he an economic 
producing nnil, and the large cxlended family, in which 
authority and status centre around the male head of the 
household or a council of elders, is generally seen as a 
strong, traditionalist influence, dedicatcd to customary 
ways and values and impeding the development of new 
methods of work and produclion. \Vhen the extended 
family is thus identified with the past, the smaller 
"nuclear" family would appear to be a more dynamic 
unit; al Lhe same time it must he recalled lhat in many 
parts of rural Latin America the family is a small and 
often unstable unit, but not for that reason a force for 
development. In the Union of Soviet Socialist Republics, 
the collectivization of agriculture, together with decrees 
regarding the economic rights of women, played an 
important role in breaking down the extended family 
system, which was regarded as a conservative influence 
in various regions.19 The "communes" in the People's 
Republic of China are undoubtedly having a similar 
eITect. 

While a rigid class system that immobilizes individuals 
in oul-rnoded occupations and maintains masses of the 
people in a depressed state, wilhoul hope for personal 
advancement, is without douhl a serious obstacle to 
economic development by its very nature, it is more 
difficult to determine whether the extended family, clan 
or similar kinship group tends to inhibit economic change 
primarily because its structure and intrinsic qualities are 
incongruous with the demands of a modern industrial 
state, or primarily because it has simply been associated 
with prc-imluslrial ways of life and is the main reposi­
tory of pre-industrial values. The obligations that the 
extended family places upon its members to share income 
are widely reported to be a drag on individual initiative 

1 • Food and Agriculture Organization of the United Nations, 
Forward Appraisal of FAO Programmes, 1959-64 (Rome, 1959), 
pp. 55-63. 

, • See Vladimir Aboltin, Social Implications of Industrialization 
in the Soviet Union, UNESCO, SS/NAC/1960/7. 
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and on the accumulation of individual savings for econo­
mic investment. At the same time, the large family, if 
development-oriented, can also be a source of combined 
capital devoted to investment when other sources of 
credit are lacking. The non-rational bonds that hold 
together the extended family unit, leading to evaluation 
and placement of individuals by criteria other than abi­
lity and achievement (or the needs of the enterprise), are 
considered to be obstacles to efficient industrial organiza­
tion and production. On the other hand these may also 
be the only bonds that will hold together an industrial 
enterprise at a particular stage of development in some 
societies. Certainly it is true that some of the most highly 
successful business enterprises in Europe were built ori­
ginally on a family basis, involving the hiring of nume­
rous relatives ( even though the extended family in the 
form of a clan has not been a dominating social institu­
tion in Europe for a thousand years). There are many 
examples of inefficiency of family-based industries in less 
developed countries, but also numerous examples . of 
situations where, as in India and Japan, extended famrly 
systems have been the social instruments of initial indus­
trialization. In Japan, where industry grew at a rate by 
no means indicating inefficiency, "evidently the Japa­
nese family principle as it came down from the past has 
tended even to impart cohesion and strength to other 
forms of corpm:ate life in modern times."20 Ev_en today, 
to a degree quite surprising from the point of v1~w of the 
organization of western industry, Japanese mdustry, 
according to some studies, still maintains feat1;1re~ o_f the 
extended family: group incentive rather than mdividual 
incentive and responsibility, individual loya!ty t~ ~he 
company, lack of separation between economi~ activi_ty 
and social life, and other continuations of pre-mdustrial 
forms. 21 Competent lower-status young men h~ve 
achieved higher positions by the process of bemg 
adopted, so that nearly 15 per cent of Japan's top 
business men today are adopted sons. 

Another institutional factor frequently stated to be a 
major obstacle to economic development in the less 
developed countries is the absence of a middle class co~­
petent to initiate and carry out development; from this 
it is often concluded that the State must take over the 
function of initiating development. Here again the prob­
lem is in good part not one of lack of candidates for mem­
bership in a middle class or its equi~alent bu~ of lack ?f 
education and training; the State will not entirely av?id 
this difficulty by superimposing an economic planmng 
bureaucracy on an unqualified populace. There _are, h~w­
ever, other questions involved in this matter, mcludmg 
questions of lack of motivation towards investment and 
development even among the existing middle classes, as 
will be discussed shortly. 

(3) Individual factors. It has been suggested above 
that social institutions affect economic growth to a large 
extent through their influence or control over the abili­
ties, attitudes and energies of individuals, as these bear 
on economic production. 

•
0 W. W. Lockwood, op. cit., p. 497. 

21 See James c. Abegglen, The Japanese Factory. Glencoe, Ill., 
The Free Press, 1958. 

As far as the question of abilities is concerned, this is 
essentially a matter of education and training, which 
has already been mentioned. The question of the atti­
tudes or motivations of the individual, as these affect 
economic development, is more subtle and evasive. 

Attention is often drawn to the lack of an entrepre­
neurial attitude on the part of those individuals in less 
developed countries who do command a certain amount 
of resources. They prefer to have their money in land, 
causing undue inflation of land values, or in foreign 
investments. Faced with a heavy flow of funds from the 
outside, Switzerland now puts a charge on foreign funds 
placed for investment in that country (~lso, a recent law 
restricts real estate purchases by foreigners). Much of 
this money undoubtedly comes from under-developed 
countries where it is badly needed. 

The reasons for the lack of entrepreneurial initiative 
(or of a class of innovating" entrepreneurs") in industry 
in less developed countries are not entirely clear. Apart 
from more strictly economic interpretations (e.g., lack of 
opportunities and of markets), one reason common!y 
given is'insecurity - there ~s not e_n?ugh confidence m 
political, economic and social stab_ihty to persuade_ the 
individual to invest in an uncertam long-term proJect, 
such as building a factory. 22 The me~cantile c!ass, _which 
may be fairly sizable, does not _readily move mt_o mdus­
try, any more than the landowmng class ~oes. If it ~a~es 
local investments, it prefers to speculate m commodities, 
real estate or money-lending (often highly profitable), 
rather than to invest in equipment for long-term ma~u­
facturing which would add new _values !o _goods. Qmte 
often the mercantile class is ethmcally distm?t fro~ the 
politically dominant maj_ority ~f the po~mlat10n, with a 
tense and uncertain relat10n to 1t, and this may be area­
son for hesitation on the part of the minority to make 
long-term investments. 

The poorer classes in under-developed communities 
may hoard gold coins or store up fo_od (or buy !ottery 
tickets), but their attitude towards mvestment m new 
productive equipment, such as a new plough, also tends 
to be hesitant, often suspicious. In the least devel~ped 
areas, the worker's attitude towards labour may entir~ly · 
lack time perspective, let alone the concept of ~roductive 
investment. For example, the day labour~r m a rural 
area on his way to work, who finds a fish m the net he 
placed in the river the night before, is ob_served to return 
home, his needs being met. The worker m an urban area 
who receives an increase of pay works less and goes ~ack 
to his native village so much the sooner. Such react10ns 
_ perhaps more the exception than the rule -_are re­
ported to change once the worker reaches a certam _level 
of income and thereafter takes a less relaxe~ a~titude 
towards economic matters. Similarly, once h1s mcome 
reaches a certain level, saving becomes a more estab­
lished practice. Thus, attitudes towards work and 

" Major importance was attached to politica· stabili~y, among 
other political prerequisites, as a condition of econ?m1c gr~wth 
in Latin America at a recent meeting of experts: U:mted Nations, 
" Report of the Expert ·working Group on Social Aspect~ ~f/ 
Economic Development in Latin America" (ST/ECLA/CON · 
L.2/Rev.1). 
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savings that seem to imprde economic devclopment 
exist, at least in part, for the simple reason thnt there 
is little or no economic development. 

Some of the most extensive nnd detailed analysis of 
the role of psychological attitudes and values in econo­
mie cle\'elopment has been carried out in connexion with 
religious values. The views of Karl 1\larx on religion in 
gl'neral as an opiate deadening the masses to demands 
for material hellcrmcut have rl'ceived much attention. 
In recent decades, western social scientists have given 
much altPnlion lo the theories of :\lax \Yelin, who wrote 
in the early part of this century 011 the role of Protestant 
". inner-wmldly :1sccticism" and the Protcslnnl concep­
tum of work as duty, as an explanation of the economic 
progress of Protestant peoples. Eccrnomic trends in the 
last few decades, including tre11cls in Chinn, France, 
llaly, .Japan and the Union of Soviet Socialist Hepuhlics, 
show that rapid economic growth can take place in 
various const ell a Lions of religious or :rn Li-religious values. 

The complexity aTI(} suhllcty of the whole question of 
psychological factors afkcling economic development 
may he illustrated hy reference to a current hypothesis 
that "achievement motivation" of the individual (ancl, 
clerivaliwly, the rate of economic growlh) is rclatccl, 
among other things, to the status of ,vomcn in society, 
especially in the family selling 23 - this motivation 
being weaker when the child is brought up in an authori­
tarian family where stalus is pre-ordained by age and 
sex. In a di!Terent context, Soviet theorists have laid 
considerable emphasis on the equality of women as a 
factor in economic development." There is also some 
evidence from field studies that change in lhe status of 
women can !Jc a force breaking the crust of tradition and 
can thus facilitate the subsequent entry of economic and 
technological changcs. 2~ 

A common psychological obstacle to economic achieve­
ment is the fact that much higher status tends to be 
associated with land ownership or government position 
or professional or intellectual activity than is enjoyed by 
the business man, engineer, mechanic, agronomist or 
other type of person concerned directly with material 
procluction.~ 6 Closely related to this is the widespread 
aversion of persons who have acquired some education 
to working with their hands or dealing directly with 
material things (rather than with people or with pieces 
of paper). This causes perhaps the greatest difficulties 

" See David S. l\kClelland, • The Achievement Motive in 
Economic Growth", a paper prepared for the North American 
Conference on the Social Implications of Industrialization and 
Technological Change, Chicago, 15-22 September 1960, p. 18. 

" See V. Aboltin, op. cit. 
" For a discussion of the inter-action of social and technical 

changes within a village setting, see Morris E. Oplcr and Rudra 
Dutt Singh, " Economic, Political and Social Change in a Village 
of North Central India", Human Organization (New York), 
Vol. II, Summer 1952, pp. 5-12. 

26 One explanation for the exceptional level of economic achieve­
ment often found among ethnic, religious or other minorities 
or "deviant• groups in a population is that, being outside the 
established social system and unable to gain status in it (as by 
land-ownership or government position), they tend to devote 
their energies to the one major sphere that is open to them for 
achievement - business activity (but more in commerce and 
money-lending than in industry). 
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a~ong popula t_ions with a caste or class system - or 
with psychological remnants of such a system founded 
in feudalism or in military conquest - in which those al 
the bottom have traditionally engaged in the (manual) 
labour of production and those at the top, controlling 
the Inn<] and properly, have engaged in military, reli­
gious or intellectual activities or in government adminis­
tration. The aversion can be found among the least eco­
nomi~ally developed societies, as, for example, among 
ccrtam clescrl nomad tribes that traditionally used only 
slavPs, captured in fighting over water holes, for manual 
labour. The prohlcm of the stalus hiPrarchy of occupa­
tions carries ovc•r into education, rcsulli11g in an excess 
of stuclcnts in courses aimed at while-collar johs, 27 and 
even some of the mosl highly developed countries today 
arc still deeply concerned about the fact that the employ­
ment inclinations of their youth do not correspond to 
the employment needs of their agriculture and industry. 

The question of the energy or physical capacity that 
the indiviclual is able to bring lo economic activity is to 
a large extent n matter of health. Endemic diseases, 
bringing a host of parasites into the body, sap energies 
that might otherwise be availahle for productive work. 
l\lalnutrition has a similar cncr-Yating cfTccL These condi­
tions also have strong psychological efTects on drive and 
ambition. The true impact of ill health on production, 
taking into account not only days lost, but also days 
worked at feeble pace, is cliflicult to assess, hut it is no 
doubt substantial. Until recent times, diseases like pla­
gue, cholera, malaria and even tuberculosis have played 
a substantial role in hampering development, and in 
some areas endemic diseases are slill a serious obstacle to 
development. Improved health conditions, on the other 
hand, have not only reduced the economic (as well as the 
human or social) losses caused when children fail to 
reach the productive age group, but have also substan­
tially increased the span of productive life. 

Another factor affecting individual physical capacity 
is climate, which is no longer discussed today as much as 
in the past. If the industrialized countries are marked 
on a map, they will be seen to be located as a rule in a 
colder climate than the under-developed countries. This 
correlation with climate is as good as most correlations 
between non-eeonomic factors and economic develop­
ment. There is an open question as lo its significance -
that is, whether climate itself or one or more factors asso­
ciated with cfo11ate is the true causal agent. The energy 
level of human activity no doubt tends to be reduced in 
a hot, tropical climate (although air-conditioning can, of 
course, change this picture); also the colder climate possi­
bly presents more of a challenge or demand for mechani­
cal energy and material production. After receiving 
perhaps an exaggerated importance in the early part of 
this century from a number of theorists and then being 
neglected, the role of climate and its significance for 
industrialization, particularly for the industrialization 
of under-developed tropical countries, needs some re­
newed attention. 

27 It is reported t'.hat less than 4 per cent of the students from 
under-developed countries who go to the United States to study 
take up the study of agriculture, in spite of its fundamental 
import,mcc to the development of their countries. 
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HUMAN INVESTMENT AND CAPITAL INVESTMENT 

The concept of human investment 

Negative social factors acting as obstacles to economic 
growth ~a~e a n~cessary logical counterpart in positive 
0 _r pernuss1ve social factors. If one kind of social condi­
tw? _can hold back economic growth, another kind can 
fac~l!tate it. Concern with the more positive influence of 
social upon economic factors represents the third - and 
!he ~ost rec~ntly popular - major line of interest in 
1.h~ H~ terrelat10n of social and economic development. 
:nus mterest has centred on the subject of " human 
~nvcstmcnt" (or, less frequently, "social investment"), 
m the context of economic development planning. 

The concept of human investment serves to correct an 
over-~im.plified picture of economic growth. According 
to this p1ct~re, economic expenditure on capital equip­
ment, classified as " productive investment", is con­
trast?d with social expenditure benefiting individuals, 
classified as "non-productive consumption". It is fur­
ther assumed that the way to achieve economic growth is 
to_ maximize the economic capital expenditure and mini­
~ize the social expenditure. A given rate of capital 
mvestment - depending on the rate of population 
growth - is judged necessary to achieve a given rate 
of growth of per capita income, i.e., of economic develop­
ment. The higher the rate of such investment, and 
consequently the lower the rate of social expenditure, 
the faster the economic growth. 

The above picture transfers too crudely to the complex 
realm of national economic development a set of assump­
tions drawn from the economics of enterprise. At the 
level of the enterprise, substantial expenditure for edu­
cation, health, housing and other benefits to individuals 
is ordinarily not required, since it is taken care of 
by other institutions, public or private; such expen­
diture may therefore appear to be non-economic, or in 
competition with the essential economic expenditure. 
From a broad point of view, however, it is obvious that 
the men who invent, build, maintain and run equipment 
-_--- and the social institutions that permit or encourage 
such activities - are as important as the equipment 
itself for the eventual production. There is accordingly 
much more to expansion of national income than conven­
tional capital investment. 

A number of outstanding scholars in the field of eco­
nomic development have recently given increased atten­
tion to the human or social factor in develoument. 28 For 
example, research carried out in the Unit,ed States of 
America by the National Bureau of Economic Research 

•• " For studying economic growth . . . the key is not in the 
physical stock of plant and equipment; it is in large part in the 
capital invested in human beings and in the whole economic 
and social structure that conditions the use of plant and equip­
ment" (Simon Kuznets, "Population, Income and Capital", in 
• Factors of Economic Progress", International Social Science 
Bulletin, vol. VI, No. 2, 1954, p. 170). " ... If economic growth 
is thought of as a self-sustaining process, there is little doubt 
that investment in transport, communication and education 
have most to do with changing people - which is likely to be 
the critical ingredient in the growth process." Charles P. Kindle­
berger, Economic Development (New York, McGraw-Hill, 1958), 
p.163. 

provides evidence that, in the economic growth of that 
coy~try, " increase in volume of tangible capital goods 
has Jlpdoubtedly played a significant role in raising 
labour productivity, but it has not been the dominant 
?ne ". 29 In manufa~turing, output per unit of capital 
mput has not remamed constant but has risen signifi­
cantly, particularly since about 1920.30 Agricultural 
production has also risen faster than can be explained 
by the rate of capital growth. In fact, " production in the 
United States has risen twice as fast as labour and tan­
gible capital input combined, over the past two-thirds 
of a century ". 31 Part of the growth in per capita produc­
tion that cannot be ascribed to conventional capital 
investment is no doubt due to such factors as the fuller 
use of equipment and " external economies " in the 
broadest sense of the term, but, in the opinion of eco­
nomists who have analysed these results, a major ex­
planation must lie in the " human factor ", including 
the development of education, technological skills and 
health. 32 A recent study in Norway has reached a similar 
conclusion, 33 as have studies in other countries.34 

It follows from the above that, if certain intangible 
human factors are as important as tangible capital 
investment for economical growth and considerably 
more important than some kinds of tangible capital 
investment, then any simple picture of opposition 
between capital investment (promoting growth) and 
social expenditure (diverting funds from growth) cannot 
be maintained. Indeed, if the conclusions of some stu­
dents of this subject are to be accepted, there can be 
an excessive diversion of available resources into conven­
tional capital investment, leading to an imbalance which 
can retard the rate of growth, just as there can be an 
excessive diversion into social expenditure. 35 

•• United States National Bureau of Economic Research, The 
Study of Economic Growth, Thirty-Ninth Annual Report, May 
1959, p. 5. See also ibid., Thirty-Fourth Annual Report, May 1954, 
pp. 3-13. 

•• See John W. Kendrick in "Government in Economic Life•, 
Thirty-Fifth Annual Report (United States National Bureau of 
Economic Research, May 1955), p. 46. 

31 The Study of Economic Growth, op. cit., p. 5. 
•• See T. W. Schultz, " The Role of Government in Promoting 

Economic Growth", in The State of the Social Services. Leonard 
D. White, ed. (University of Chicago Press, 1956), p. 379; see 
also by the same author "The Economic Test in Latin America", 
Bulletin 35, Cornell University, New York State School of Indus­
trial and Labour Relations, August 1956. 

33 See Odd Aukrust, Investments and Economic Growth, Study 
prepared for the Meeting of Economists of the Five Nordic Countries, 
Copenhagen, 4-6 September 1958 (original in Norwegian). 

•• See the studies on the growth of agriculture in Brazil and 
Argentina cited by T. W. Schultz, "The Economic Test in Latin 
America", op. cit., and the Finnish study by Olavi Niitamo, 
cited by 0. Aukrust, op. cit. See also W. B. Reddaway and A. B. 
Smith, " Progress in British Manufacturing Industries in the 
period 1948-1954 ", Economic Journal, London, March 1960. 

35 Myrdal considers that under-developed countries today may be 
making this mistake. " There is no doubt that very generally 
the poor countries in their understandable eagerness to raise 
production levels in agriculture and industry rapidly are putting 
too little emphasis on the need for productive investments in 
human beings and directing too little attention to the need for 
raising labour efficiency" (Gunnar Myrdal, " The Theoretical 
Assumptions of Social Planning", in Transactions of the Fourth 
World Congress of Sociology (London, International Sociological 
Association, 1959, vol. II, p. 162). 
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''. Human investment" is, unfortunately, not easy to 
dehnc. It may be vaguely described as investment in 
the "social _infra-slru~lurc " of economic growth, a 
c?ncepl thal itself requires definition, The human quali­
t_1es that promote economic growth arc variously identi­
f1e.tl. as know!c((gc _and skills, technological capacity, 
l'lhc1ency, orgamzal1onnl capacity, initiative, energy and 
l)anl W('.rk, mutual trust and honesty, security and con­
f~ill'llce 111 t_hc future, invenliYeness, mobility, "universa­
lism", ral1ona_li~y, entrepreneurial ability, progressive 
o_ullook, amh1t1on and driVl', achievement motiva­
t1_on, etc. But list~ of desirable qualities do not generally 
g1\'c a wry clear idea of tht• kinds of investment a coun­
try can _and shoult~ make in the social field to promote 
e~·onomrc ~row~h. C:o\'ernnwnts cannot create such quali­
ties hy leg1slat1vc hat or budgetary appropriation. There 
are 110 operative ~>ran~lws of goYCrnment in sociology 
and psychology chsposmg of funds to cultivate direclly 
the desired qualities. 

In large mrasure the question of human investment 
romrs t)own, in gov~rn.ment practice, to a question of the 
l'X1w1uhturcs of rx1slmg ministries or cleparlments in 
surh fields as rducalion, heallh, housing, labour and 
social welfare. The difliculty hrrc is that most of the 
rxpenclit urrs_ of these branches of government - apart 
from expenditure on certain forms of scientific research 
anti technical sch?ols - are ordinarily not designed for 
wh~lcver economic efTects they may have, They have 
t hr1r own purposes, and can rarely if ever be considered 
(n their entirely as economic investment expenditure -
Just as they cannot he considered in their entirety as 
merely competitive expenditure draining oIT resources 
from economic development. They arc both complemen­
tary and competitive in varying degrees, some being 
more relevant and urgent for economic development 
than others. 

Investment and consumption 

Social expenditures of government must be distin­
~ui~h?d from private " consumption " expenditures of 
rnd1v1duals, although the latter expenditures can be, to 
a greater or less extent, controlled through government 
monetary and fiscal policies, especially taxation. The 
private consumption expenditures are not generally 
assumed to be a form of investment. Very often the 
fundamental policy issue is not competition between 
public economic and public social expenditures, but 
between economic and social (and other) expenditures of 
government, on the one hand, and expenditures for 
p_rivate consumption (especially for "luxury" consump­
tion)_, ?n the other. As a general rule (with important 
exccpt10ns), Governments with high economic expendi­
tures tend towards high social expenditures as well, and 
conversely, low economic expenditure tends to accom­
pany low social expenditure (sec chapter IV). 

This need not imply that a higher level of private 
consumption is necessarily a negative factor for economic 
development. Indeed, although the semantics may 
appear paradoxical, the argument has in effect been 
made that higher private consumption under some cir­
cumstances can be an investment essential for economic 

Report on the World Social Situat~on 

gr?wlh. 30 The problem is to distinguish catenories of 
private consumption that arc economically nec~ssary or 
a<).,·an tag_eous from those that arc not. There is a dang·er 
th~t a. l11ghcr level of private expenditure may mean 
prrmarrl_y the purchase of non-essentials by the better­
oIT sect10n of the population, while an "austerity" 
pr?grar_nmc to r:duce private expenditure can mean 
prrmarrly a cutlmg-down or holding back of td1e con­
sumption of csscn_ti~I goods by the poor (sec chapter I) 
and even a co11stnct1011 of the market for domestic pro­
duclion.37 

Econ_omists would no doubt generally agree that 
rxpcr~tlltures not only on conspicuous consumption of · 
l uxurrcs hut also 011 ceremonials, games, gambling, 
tobacco, alcohol and other kinds of recrealion arc not to 
be classified as forms of human inveslment. Yet the 
posilio11 may also he taken that a certain amount of 
relaxation and pleasure is a necessity for economic 
dcvclopmcnt. 38 

The caus~I relationships between private consumption 
and l'conom1c clcvclopmcnt arc uncertain ancl speculative 
parlly because of the role of psycho)onical or motiva­
_tional ~actors. A minimum level of priv;tc consumption 
1s required for clrmcntary physiological reasons. Private 
cons~mpti?n beyond this level is not physiologically 
rcqmrcd; 1t may however, be psychologically required 
(unless olher motivations are present) as an incentive 
to work. The availability of industrial consumer goods, 
f?r example, is widely regarded as an important incen­
tive to greater agricultural production in under - deve­
loped areas. In some circumstances, a minimum level of 
private consumption is a political necessity - otherwise 
the population, heedless of economic development 
theory, may engage in strikes, riots and violence to 
obtain what they consider to be a satisfactory level of 
consumption. Such contingencies cannot be written into 
investment formulas. In general, the readiness of a popu­
lation to dedicate itself to greater efforts for economic 
development will depend upon its feeling of sharing in 
the benefits. 

As mentioned above, education and health, among 
government programmes, are often identified as forms 
of human investment and sometimes singled out as the 
most critical investments for economic growth; yet in 

•• " If a larger consumer outlay on a given type of goods Is 
required so that human beings are to perform efficiently as mem­
bers of the productive system and thus assure higher income per 
capita, then clearly the higher consumer expenditures per capita 
are a prerequisite, a compulsory accompaniment of higher per 
capita income, and industrialization and urbanization ... " 
(Simon Kuznets, " Consumption, Industrialization and Urba­
nization", UNESCO, SS/NAC/1960/5, pp. 10-11). 

" . . . at the very low levels of consumption in the poor coun­
tries, and particularly in those of them where a large portion 
of the population is undernourished, increased consumptipn 
may be a productive Investment in higher labour efficiency " 
(Myrdal, op. cit., p. 161). 
37 It should be noted that an austerity programme can involve 

concentration of funds in long-range educational, health and 
social welfare programmes, so that it must not be confused with 
economic, as contrasted with social, e:xpenditure. 

• • See S. Kuznets, " Consumptio11, Industrialization and 
Urbanization", op. cit., p. 11. 
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practi~e they, too, are commonly classified under "con­
sumpt10n" expenditures. 39 Many of the social expendi­
tures ~puplic and private) can, in fact, be regarded as 
b?th m~estment and consumption, demonstrating the 
d1fficul~1es of the concept of investment. Thus, good 
h_ealth 1s something to enjoy for itself and at the same 
tm_1e promotion of good health may be considered a form 
of mvestment in human beings, increasing their efficiency 
as agents of production; the same is true of education. 

The concept of human investment incorporates into 
· the language of economic analysis social activities that 
,are not carried out with economic intent, although at 
the same time they can have important economic effects.' 
Immunization of children against poliomyelitis may pay 
ofI economically, but that is not the purpose of the ino­
culation. In so far as the concept of human investment 
implies an economic intent, its use in these cases is meta­
phorical. In view of the great emphasis that is given to 
economic development today, there is a danger of seeking 
to find an economic rationalization for every social pro­
gramme. Social programmes, however, have no simple 
and consistent relationship to economic development. 
They are of wide variety, with varying economic impli­
cations. It is wishful thinking to assume that each 1 of 
them will contribute substantially to economic growth. 

The ef feels of social programmes on economic growth 

The very same kind of programme may promote eco­
nomic development under one set of circumstances and 
retard it under another. As indicated above, a public 
health programme can improve the quality and produc­
tive capacity of labour, thereby helping to raise national 
income, particularly if there is a labour shortage; but if 
there is already heavy pressure of population on land, 
and no outlet for surplus labour through industry or 
migration, the chief economic result of lowered mortality 
rates - not counting the social benefits - can be an 
increase of under-employed or unemployed labour, lower­
ing per capita income. The same social expenditure under 
the same circumstances is apt to involve a mixture of 
economic benefits and non-benefits which are hard to 
separate. It would be extremely difficult to separate 
expenditure involved in, say, the establishment of a 
sewage disposal system, or the building of a hospital, 
into expenditure promoting economic growth through 
its effects on human beings and expenditure not promot­
ing such growth. It would be even more difficult to 
define the size of the eventual economic returns from 
such expenditures. 

In education, the picture is no clearer than in health. 
Education focused on technology and a minimum of 
literacy may be classified as "productive", while educa-

3 • Social expenditures are, of course, themselves classified as 
capital investment expenditures (e.g., construction of schools 
and hospitals) and current expenditure (e.g., salaries of teachers 
and nurses). This is something quite different from the subject 
under discussion, i.e., whether the expenditures contribute to 
economic development and may be treated as an investment from 
that point of view. A current expenditure on education may 
contribute more than a capital expenditure on education to 
economic development and thus be more of an economic " in­
vestment". 

tion addressed to the enrichment of lives through litera­
ture, history, art and the humanities is apt to be regarded 
as "consumption ". 40 Expenditures on these two difie­
rent types of education are hard to disentangle, however, 
particularly with the modern tendency towards " com­
prehensive" schooling. Also, the study of literature and 
the humanities at the primary and secondary level may 
play a significant role in transmitting those values of 
enterprise, self-improvement, personal achievement and 
like qualities that are presumed to have a positive 
influence on economic growth. It is well known that in 
economically under-developed areas, as in rural Africa, 
the introduction of a general education can have a power­
ful impact in causing young men to leave their native 
villages, give up traditional culture and economy and 
seek a better life in cities (where, unfortunately, not 
finding jobs, they often roam the streets and engage in 
delinquent activities). A formal education that incul­
cates the values of ancestral ways and prescribed status 
will presumably not be helpful in promoting growth that 
demands constant innovation; but a general liberal 
education that stimulates the student to inquire and 
question, to seek new perspectives beyond his present 
environment, to improve his status and to broaden his 
understanding, may be a vital element in establishing 
a climate favourable to economic change. Technicians 
to an important extent can be imported, but a generally 
educated population cannot. From available evidence, 
therefore, it is difficult to draw any firm conclusions as 
to economic returns of a general education. 

It is commonly agreed that the formation of a skilled 
labour force is an important area of human investment. 
The economic value of vocational training, vocational 
guidance and employment services would seem obvious. 
Other kinds of labour programmes are more contro­
versial. Thus, it has been argued that the premature 
raising of labour costs through minimum wage legisla­
tion, pensions, compulsory annual vacations, maternity 
leave, etc., will slow down capital formation, reduce 
employment and drive away outside capital. 41 Higher 
labour costs should follow, not precede, increases in pro­
ductivity. On the other hand, it may be argued that 
such benefits are essential to labour morale and labour 
stability and thereby can have considerable influence on 
productivity. The view has been put forward that minor 
wage increases may have little efiect but that there is a 
" threshold of modernity", a level of income above which 
a worker may suddenly go through a transition and 
acquire. the reactions of an urban industrial citizen, 
responding to incentives to earn more by more work and 
more efficiency. 42 

It does not necessarily follow that higher labour costs 
will divert equivalent funds from capital formation. The 
cost increases may act as a spur to management to 
expand sales or to increase efficiency and thereby lower 
costs of production by reducing waste, reorganizing 

•• See Charles P. Kindleberger, op. cit., especially chapter IX, 
"Balance Versus Priorities", p. 152. Kindleberger does not indi­
cate where the social sciences (economics, sociology, psychology, 
etc.) should be classified. 

41 Ibid., p. 229. 
" See ILO, Report of the Director-General, 1959, p. 54. 
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work, etc. IL is quite possible Lhat the increase in pro­
duction per unil of capital imput in the Uniled States, 
mentioned above, may have heen spurred in part by the 
pressure from a conslan l rise of wages and labour bene­
fi ls.'3 Increase in labour income also increases demand 
and expa ncls the market for manufactured goods, there­
by stimulating and sustaining economic growlh. The 
fact is lhal, in mosl cou11Lrics lhal have enjoyed rapid 
economic growth during the lasl century, Lhe income 
of lal){)ur has also risen rapidly. \Vhelher the rise in 
labour income has always Ileen a consequence ralher 
than a stimulanl of expanding procluclion is a theore­
tical question dillieull lo answer. In any case, the same 
considerations may 11ol apply lo economically under­
developed rountrics where indnslry is in a precarious 
comlition; whal is a slimulanl in a strong, expanding 
economy can have different effecls elsewhere. 

Social srrnrity schemes, p11/Jlic assistance lo the poor, aid 
to homr!f'ss children, homrs for cldrrly people and similar 
social .~rrvicrs for sprcial gror1ps in need arc generally 
considere<l to he social aclivilies Lhat clo not conlribnle 
to economic growth, 1ml diverl funds from it hy com­
peting for limited resources. A society that neglects ils 
children in need ancl its invalids and aged would no doubt 
grow faster economically, although there may he some 
question as to what iL would grow into. In certain cases, 
as in that of unemployment insurance in economically 
advanced countries, social security payments serve as 
automalic economic "stabilizers". Also, public distribu­
tion of funds during periods of recession or depression 
may promote demand and help restore productive acti­
vity when capital equipment stands idle. This argument 
does not apply in an unqualified way to countries whose 
problem is not so much idle productive capacity as lack 
of capital resources and equipment complementary to 
availahlc labour. Extensive distribution of public relief 
funds, or relief in the form of subsidies, under these cir­
cumstances, is apt to cause inflation, as a major result, 
if the supply of goods cannot be readily increased to 
meet the additional income put in circulation. 

Housing is another field where expenditures are 
usually considered to have relatively little economic 
output value, although again there is no way (at least 
at present) of measuring what the effects may actually 
be, and they would appear to vary greatly according to 
the circumstances. In an industrializing area, the econo­
mic value, to the industry, of constructing workers' 
housing may be relatively low if labour can be recruited 
locally, or can find its way into existing housing, or is 
able to construct its own housing; but under other 
conditions, housing provided for workers, or some form 
of assistance in housing, can have very real economic 
advantages. It may be an important factor, for example, 

•• There is a somewhat analogus situation in certain cases of 
land reform, where production per unit of land has gone up not 
because of the greater motivation of the new owners but because 
the old owners, deprived of much of their property, have responded 
with elTorts to compensate for their loss through increased effi­
ciency of production. Farmers in the United States who have 
reduced their crop acreage under the " soil bank " programme 
have shown a remarkable capacity to increase the production of 
the remaining acres, through improved technical means. 
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in persuading " floating" labourers to bring their fami­
lies with them and settle down in the neighbourhood, so 
that the labour force will become stabilized and the very 
high costs of labour turnover will be cut, to the consider­
able benefit of industry. Many industries in economi­
cally less developed areas have voluntarily adopted the 
policy of providing housing for their workers, and pre­
sumably this has not been entirely for humanitarian 
reasons. Such housing, in fact, is apt to be listed as part 
of the necessary capilal invcslmcnt costs of the enter­
prise. \Vhen, however, the Slale assumes direct responsi­
hility for low-cost housing for workers, the expenditures 
hecomc "social" expenditures and arc regarded as 
competition with economic investment. It may be noted 
that !ow-cost housing has the ad van tagc of a generally 
low import content, Llrns making only moderate claims 
on the counlry's foreign exchange resources, while at the 
same time a low-cost housing programme may create 
employment among construction workers and produce 
demand for domestic consLruction materials. Also 
housing, like education and health, is an object for 
which people may be willing to make certain funds 
available - through taxes or from personal savings - 1 

that would not be made available for other purposes; 
such funds arc therefore not actually " diverted" from 
economic devclopmcn t. 

DifTlcullies in determining the economic returns 
of human investment 

The preceding discussion has demonstrated some ?f 
the difficulties of trying to determine the economic 
output value of certain social programmes viewed as . 
" human investment". These difficulties arise because 
the social programmes are not really designed as forms 
of economic investment; their economic effects are 
complex, indirect, dependent upon numerous continge_n­
cies, and often mediated vaguely through the social 
climate or through formative influences in childhood. 
The role of social factors in economic development can­
not, in general, be conceived as a simple mechanistic 
cause-and-effect or input-output relationship. To an 
important degree the social influences operate as a con­
text or field of forces, inevitably but imperceptibly affect­
ing each economic event. Moreover, the economic signi­
ficance of investment in a particular social field in turn 
depends upon the total pattern of developmen~. A !1igher: 
rate of investment in, say, secondary educat10n Just as 
in transportation may be a requirement for economic 
development, or it may be a waste (in purely economic 
terms), if it leads only to an increase in the educated 
unemployed. 

It may be questioned whether, as a means of co­
ordinating economic and social development, the pur­
suit of the concept of human investment in the direction 
of trying to determine in the abstract the economic 
return for each and every category of social expenditure 
is really feasible. It is extremely imp?rt~nt ~s a _strategy 
of development to examine economic im_rhcat10ns a_nd 
select, as far as possible, from among specific alternative 
social programmes directed toward the same goal, those 
programmes that can be shown to be economically most 
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advan~ageous. It is equally important to examine al­
terna_tive economic strategies - e.g., regarding types or 
locat10n of industry - and select those that are socially 
most advantageous (see chapter V). It is also of great 
value to estimate mutual requirements of economic and 
social development where the cross-relationship is rela­
tively simple and direct, as in manpower requirements 
for a projected economic expansion, or housing require­
ments for workers in a given industrial project. But in 
broad areas of social activity that are ends in themselves, 
and not directly related to an economic undertaking, 
such as the extension of primary or secondary schooling 
or the promotion of public health or housing, the search 
for measurable rates of investment returns _to serve as 
a guide for public expenditure policy is apt to be in vain 
- although valiant efforts have been made - and 
another approach is called for to deal with the policy 
question of determining allocations in relation to econo­
mic conditions. This subject is further discussed below. 

In view of the complexities and uncertainties sur­
rounding the role of social factors in economic develop­
ment, including the difficulties of measurement, it is not 
surprisino that many cconom;c planners should be dis-

::, . . 
couragcd from trying to handle such factors m economic 
analyses and programming. Even if an acknowledge­
ment is made of the importance of the social aspects, 
these aspects tend, in practice, to be kept out ?f the 
picture. Thus, a distinguished expert in economic de­
velopment.at one point notes that education is " a very 
important condition for development" but disavows the 
consideration of it as a part of economic policy ;44 and, 
at another point, he writes that "to compare the advan­
tages of an electricity plant with those of ... a school 
will always be difficult, but at least it can be made clear 
what increase in material production is sacrificed if a 
school ... is built". 45 It might be said alternatively t_hat 
this is precisely what cannot be made clear; the p~ss1b~e 
contribution of the school to material production 1s 
beyond measurement at the present time but not beyond 
conception. 

Given the methodological difficulties, the economist ~s 
tempted to confine himself to a few selected economic 
variables that are familiar, manageable and measurable, 
and to concentrate on studying the relations of. t~ese 
variables to each other in formal "models". 46 A s1m1lar 
confinement of professional interest will be found in the 

u J. Tinbergen, The Design of Development (Johns Hopkins 
Press, 1958, for the Economic Development Institute, Inter­
national Bank for Reconstruction and Development), p. 5. 

•• Ibid., p. 30. 
u " . . . ever since the middle of the nineteenth century demo­

graphy and population theory have been excluded from the 
corpus of orthodox economics, and only in the two most recent 
decades have economists been turning in haste to relearn some­
thing about demographic process; just as demographers are 
beginning to recognize the dire consequences of their 1;1eglect of 
economics. The situation with respect to history of science and 
technology and the understanding of what moves it is even sadder, 
and our ignorance of these key processes in economic growth is 

· truly appalling. Nor need I add a similar comment about the 
clearly increased importance of political and socio-psychological 
factors in the understanding of the economic growth of nations; 
or the helplessness of a mere economist when he observes, when 

case of social policy makers whose concern with economic 
problems is apt to be limited to the question of how to 
obtain more funds from the budget. 

MUTUAL REQUIREMENTS 

Analysis of mutual requirements is _an appro:ic? to 
social economic interrelationship that 1s more hIDited, 
and more manageable technically, than the concept of 
human investment. When in development planning or 
programming a production goal _is set'. speci_fic requi_re­
ments for meeting it are determmed, mcludmg specific 
social requirements. This is a somewhat different ques­
tion from that of human investment (although related), 
since it involves a working backward from a given target 
or goal, along lines of specific and direct relationship. 
If the target is the production of a given amount_ of 
steel, then computations can be made o~ the reqmre­
men ts in terms of iron, coal, transportation, construc­
tion, etc. The production of iron, in turn, will h~ve a set 
of requirements, including steel, transportat10n, etc. 
Consideration of these implicated requirements and 
"complementarities" lies at the very core of develop­
ment planning (see chapter V). The procedure us~d m 
the Soviet Union in this regard is called the " balancm~" 
method. Social factors can come into such a system m 
two ways: 

(1) Certain social requirements, as_ in personnel! are 
established by the very nature of thmgs. _For ~ given 
economic undertaking, a body of labour of given s1~e and 
qualifications must be available - so_ many ~n~meers, 
so many skilled workers, etc. are reqmr~d: This m turn 
can set up further requirements of trammg a~d have 
ramifications into questions of school construct10n, etc. 

(2) Certain other social requirements are imposed by 
the standards that a country has legally adopted regard­
ing facilities and services for the_ workers'. health, safety, 
recreation, social security, housmg, family welfare, etc. 
It must be emphasized that these stand~rds themsel_ves 
are given to the economic planners; they impose r~qmre­
ments but they are not determined by com_putat10n_s _of 
economic requirements. Although economic . capacities 
are taken into account and ideas of economic benefits 
may be involved in their formulation: such social_ stan­
dards are equally or even more determmed by considera­
tions outside the economic field. 

It should be noted further that the technical anal)'.sis 
of requirements in economic development planmng 
does not extend to the broad areas of social activity that 
are ends in themselves. Even the most highly plann~d 
economies, such as the USSR, do not d~cide up?n their 
levels of general education, health, social security, etc. 

he can observe, results of economic growth obviously ascribable 
to political factors and forces whose ~ature he c_annot understand 
adequately. The outcome is either withdrawal m!o the refuge of 
mathematical models operating with a few vanables, or ama­
teurish cogitations on a vast theme. One has the ?dvantage_ of 
formal elegance, and the other, that of at least call!ng attenho~ 
to the wider array of factors that have to be taken mto account, 
but neither outcome is satisfactory. " Simon Kuznets, Items, 
Social Science Research Council, XII, No. 2, June 1959, P• 15. 
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simply hy computing economic requiremcnls(or invesl­
mcnl returns from allocations lo these fields). The deci­
sions 011 these mailers arc made by political llodics a11d 
go beyond the L'conomic pl:rn11i11g apparatus. 

Analysis of requirements in dcYclopment planning can 
be approaehecl from a social perspective. Inslcacl of 
selling eco11omic targets and determining social require­
ments, il is possible lo sel soda! targets - e.g., specified 
lcYels of ht'allh, education, housing, cmploymcnl, prr­
sonal income and com,umplio11, etc. - and to dclcrminc 
L'conomic rt"quirt'ments. This in fact is done in secloml 
planning in social fields. Onr-all national dcvclopme11l 
planni11g is ordi11arily diredccl more towards economic 
than social targets - generally towards the achicYcmcnt 
of a SJH'cifiecl incn'asc in the per capita national income. 
There is 110 logil:al or philo~ophical reaso11 why lhis has 
to J,c so, particularly i11 view of the facl lhal the achieve­
ment of social goals - the raising of the slandarcls of 
liYing of the population - is commonly staled to he lht• 
final purpose of economic clcyc)opment. ll is theoreti­
cally conceivable thal a country could scl ils major tar­
gets lo he achieved in Hvc or ten years in terms of speci­
lil>d advances in lhc level of living, and derive the econo­
mic targets lherefrom. To a cerlai11 extent, this has !Jeen 
unclcrtakcn hy countries like lhc Netherlands and Kor­
way that have set as the explicit guiding goal of their 
clcvelopment elTorls the elimination of unemployment. 
Social goals in their own right, together with economic 
goals, arc also incorporated in clevclopmcnt plans of a 
number of countries, particularly where the plans 
embrace the totality of government expenditure. Often, 
however, the social goals are covered in the normal 
budget, while the developmental budget covers only 
those social programmes directly required for the econo­
mic objectives. 

In the discussion of mutual requirements to this point, 
the emphasis has been on the requirements to meet 
specified goals in a given sector. Goals set in sector A 
make demands for certain developments in sector B. 
Developments may, however, take place in sector B 
quite independently and impose requirements affecting 
the goals, targets, or policies in sector A. For example, 
a projected industrial expansion may establish certain 
labour force requirements, but demographic trends 
affecting the labour force may also set up certain require­
ments for industrial expansion. Practically no countries 
today deliberately control their r~te of p~pulation 
increase; accordingly this rate estabhshes certam econo­
mic requirements - if employment is to be maintai_ned 
- as children move up through the age groups rnto 
the labour market.47 Social policies having to do with 
school-leaving age, age of retirement and employment 
of women will also have important implications for the 
size of the labour force and hence for economic policy. 

In general, of course, the main economic requirements 
imposed by social programmes are material resources. 
These can usually be anticipated. \Vhen several substan-

., Japan is to some extent an exception to this s~atement. At 
the same time Japan is still faced with large changes m the labour 
force emerging from pa,t demograph~c trends. _see . Irene B. 
Taeuber, The Population of Japan (Prmceton Umvers1ty Press, 
1958), pp. 383-385. 
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tial social changes arc taking place simultaneously, 
however, the combined effect on requirements may be 
quite unanlicipatt•cl. For instance, health programmes 
and uninrsal compulsory education programmes under­
taken al the same lime have unexpectedly strained the 
economic resources of certain countries because the 
heallh programme caused mortality rates to drop and 
greatly increasctl the number of children who had to be 
covered by the education programme. 

DIFFEllENl'IAL T!ATES OF GHOWTII 

As will he clcmonstralcd in chapter III, the difierent 
sectors (industry, agricullurc, health, education, etc.) 
tend lo grow al dilkrcnl rates, wilh the pattern changing 
at the different kvels of development. These varying 
rates of growth may sel np requirements across sectors 
lhal arc diffieull to mcel, resulting in conditions .that 
are called "unhalancecl ". One illustration is the inflation 
eaused in food prices hy faster growth in industry than 
in a<1riculturc (demands arising from industrial expan­
sion° raise the prices of food in non-expanding agi:i­
cu I lure). The differences in rates of growth arc due 111 

goo(! part to the elTecls of modern technology. For 
example, there arc highly elTectivc modern tc~lmical a~d 
scientific means utilizallle for rapid progress m health 111 

economically unclcr-developed countries (up to a certain 
limit) without too heavy investment, but such m~ans 
arc not available in education or housing construction. 

A policy question arises whether in the national 
framework the fast-moving sector should be rewar~ed 
and encouraged as a growing point or the slower movmg 
sector helpccl to keep up. An argument is advanced for 
the former policy within the economic field, on !he 
grounds that an expanding sector (e.g., manufacturing 
industry) may pull up the other sectors (c:g., transpor­
tation) with it by creating demands or rcqu1re~ents that 
force decisions to build up these sectors. 48 It 1s doubtful 

•• See Albert O. Hirschman, The Strategy of Economic Develop­
ment. New Haven, Yale University Press, 1958. Sushll Dey has 
emphasized the fact that a limited amount of " imbalance " may 
be healthy and normal, but beyond this limit it becomes an 
impediment: 

" . . . Growth is possible only if it is multilateral and: con­
sequently, balanced at each step. If the outp?-t of a particu.lar 
enterprise were to expand beyond the capac1t?' for expansion 
of other enterprises, there would be no matching supply, and 
further progress would be halted by over-pro~uetion. 

" But this principle of multilateral expansion or balanced 
growth must contain within it its own n~gating eleme~t. At 
any particular moment of time, one particular. en~erprise, or 
one producing unit out of a number of such units m any one 
enterprise must be free to step out slightly in advance of the 
others. This exerts a forward pull on the others, w_hich then 
strain to catch up with it. This is the element of imbalance 
which is necessary even for achieving balanced growth ... 

" But this imbalance cannot be large or sudd~n. It has to be 
moderated, so that other units and other enterprises are capab!e 
of achieving a new adjustment among the~selves ~nd att~m 
a fresh balance at a higher level .•. • Sus_h1l Dey, The Dia­
lectic of Industrialization", Annual Capital. Calcutta, 1955. 
A question of semantics is involved. It would per~aps be_better 

to reserve the word " imbalance" for those conditions Judged 
undesirable for economic or social reasons and u~e another term 
for the situation in which a particular sector movmg forward has 
a healthy effect on the economy - or ~lse to use an.other term 
for what is conceived of as imbalance m the resolutions of the 
Economic and Social Council and in the present report. 
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that this same approach, whether or not valid within the 
economic realm, applies very extensively to social fac­
tors in their relation to economic factors and to each 
other, partly because of the indirect nature of these 
relationships - there is often no direct pull in operation. 
With the lack of communication and responsiveness to 
the forces of demand, as well as the lack of appropriate 
institutions, even clear requirements for trained person­
nel in economically under-developed countries have not 
led to the creation of the personnel needed. The problem 
in most cases is not stimulation of demand and the 
creation of further " dynamic" imbalances, but the 
solution of existing imbalances which are a drag on 
development. It would not be reasonable to maintain 
that, if health has improved more readily than education, 
education should therefore be given less attention on the 
grounds that improved health will pull up the education 
level. While there will be a certain effect of this kind, the 
major effect in the long run will be that lack of education 
will keep the health level down. 

A somewhat similar question arises in regard to pro­
gress in difierent parts of a country: Should rapidly 
growing industrial areas be favoured by government 
expenditure policy because they are moving ahead, pro­
ducing more, and provide " external economies ", or 
should ihe slower moving or stagnant areas be favoured 
because they are holding back the total development? 
To what extent the backward economic areas will be 
pulled up by the expanding areas or will act as a drag 
upon them - or will become isolated in a dual economy 
- is a question for economic analysis. There is also, 
however, a social welfare question involved, and in these 
circumstances countries may give the benefit of the 
doubt to the depressed areas. Policies followed in this 
regard will be discussed in chapter V. 

Differential rates of growth in productivity afiect 
income distribution, with resulting social problems. If, 
for example, the productivity of the industrial worker 
goes up rapidly, while the school teacher can handle no 
more students today than a hundred years ago, should 
the industrial worker share in the benefits of his in­
creased productivity, but the school teacher obtain no 
increment in income? If so, there could be a drop in the 
quantity or quality of school teachers, with a consequent 
reduction in a country's knowledge and training which, 
in the long run, helps to make increased industrial pro­
ductivity possible. (It may be considered that the pro­
ductivity of school teachers goes up even faster than 
that of industrial workers because of the advances in the 
knowledge they impart, but this is not economically 
measurable.) The case of the school teachers is only part 
of a larger social problem of the way in which a society 
rewards those whose contribution to economic develop­
ment is not measurable but yet, indirectly, is a required 
contribution. Scientists and research workers are another 
category. The accelerating growth of scientific and 
technological knowledge emerging from their work, 
while not having measurable market value, is probably 
the most important single factor sustaining and promot­
ing economic development, viewed in the long per­
spective. 

Advances in technology can, however, in some cir-

cumstances also throw the economy temporarily out of 
balance by causing a greater production of goods than 
is required, particularly goods for which there is a rela­
tively inelastic demand. This is the situation, for 
example, in some of the most highly developed coun­
tries, where agricultural productivity has recently grown 
much faster than demand for agricultural products 
(see chapter I). Measures to support prices, and hence 
the income of those caught in this situation, are essen­
tially social in nature but unfortunately may serve to 
aggravate the economic difficulty by subsidizing conti­
nued over-production (or under-employment). 

In some cases the initial establishment of a new eco­
nomic undertaking represents a great leap forward in 
productivity, but thereafter productivity increases very 
slowly, if at all. For example, the establishment of a 
railroad or subway system or other modern means of 
transport represents a great advance over previous 
forms of transport, but the productivity of the transport 
worker thereafter does not increase very significantly 
year by year, unlike that of the majority of industrial 
workers in a modern economy. If the benefits of conti­
nually increased productivity are restricted to those 
employed in sectors where such increases take place, 
then the transport workers are likely to engage in strikes 
- which they frequently do - to obtain comparable 
increases in their income, with resulting fare increases 
and inflationary consequences. The end result of this 
and similar developments in other sectors may be a 
lowering of the standard of living of those who do not 
provide required services, such as pensioners on fixed 
income, or who for other reasons have no means of 
increasing their income by withholding their services. 

The very process of development thus throws up 
highly complex issues regarding the ways in _which the 
increments in wealth from increased production should 
be distributed - not only questions of profits and invest­
ment versus wages and consumption, but also questions 
of how the increments available for higher personal 
incomes should be distributed among the different cate­
gories of the population. 

THE DEFINITION OF BALANCED DEVELOPMENT 

As indicated above, the concept of balanced develop­
ment clearly means, for most people who use the ~xpres­
sion, an appropriate relation between economic and 
social factors - giving to each field or sector of develop­
ment the attention that it deserves in the total complex. 
It thus implies in the first instance~ value or ~oal, some­
thing to be sought (even if but d1ml1 per_ce1ved). !he 
preceding pages have considered ways m wh1_ch quest~ons 
of balanced development arise out of the mter-act10ns 
and inter-dependencies of economic and social factors -
out of the consequences or effects of economic and social 
factors upon each other, the mutual prerequisites or 
requirements which must be taken into account and the 
implications of diff_erential _rates of _growth. Yet c~n­
sideration of these mter-act10ns and mter-dependenc1es 
between economic and social factors even if based on the 
most precise knowledge will not fully indicate what the 
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pattern of dl'velo1~111ent ought to be, because questions 
of valu: abo co~uc 111 - the value to be placed upon, say, 
ed11cal10n fur 1ls own sake, or upon promised fulurc 
wealth versus present consumplion. 

Any idea of balance ns meaning the attachment of 
equal importam:c lo each and every economic and social 
ficl1l or prngrammc, as by allocalion of equal funds to 
e:1ch lield or programme, is manifcsLly out of the ques­
t10n. Also out of the question is the idea of doinn some­
thing about every economic and social problcm0 at Lhc 
s'.1m_c lime; this_ would he conlrary to the principle of 
t1111mg and slag111g development, and would as well he 
impo!--sihly expensive - a!Lhough it is cssenlial to 
consider simultaneously all the faclors involved, even 
though they cannoL all he acted on simullancously.~ 9 

There arc nt present no quantitative criteria derivable 
fr01_11 lhcorclical, logical or mathematical analysis by 
wluch the amount of aLLcnLion to he dcvoled to a parti­
cular field of social development can be indicated. 
Ideally, OIH' should he able lo lake a given field, such as 
education, health, housing, labour or family welfare, 
and analyse lhc lwnclils for the total developmental 
clTort of a given allocation of expenditure in this field 
al a giwn time - that is, not only the bcncfils accruinn 
in the field in question, but also the benefits (and an; 
d!sadva11lages) accruing in other fields, thereby gctLing a 
p1clurc of Lhc total of the allocation. Balanced develop­
ment could then mean the combination of economic and 
social factors yielding the greatest sustained increase in 
total development. This ideal is impossible to achieve, at 
least at present, not only because the influences of dif­
ferent factors upon each other are but poorly known, as 
emphasized above, but also because there is no common 
mathematical measure of economic and social develop­
ment, no way of equating economic and social values in 
order to ado. them up on a common scale. A drop in mor­
bidity or morlality rates cannot be given an economic or 
monetary equivalent, just as an expansion of industrial 
output cannot be said to be equal to so much of a drop in 
morbidity or mortality rates. This is the fundamental 
difficulty that prevents the systematic weighting of eco­
nomic and social factors in development. Even if it were 
possible to determine the exact effects of, say, an improve­
ment of public health upon production of goods and 
services, it would be impossible to add the value obtained 
from such an effect to the value obtained from improve­
ment in health as an end in itself. Certainly the economic 
value cannot be the sole criterion for investment in 
health. 

The closest approach to a comprehensive measure of 
economic and social development is the per capita natio­
nal income. Economically, this is an aggregate index, a 
"macro-economic " indicator which converts economic 
values in different sectors (industry, agriculture, com­
merce, services, etc.) into a single index, namely, mone­
tary value, and thereby permits an adding up of figure3 
from these sectors into a total national figure. While 
per capita national income is an aggregate concept from 

•• H. W. Singer, " Introductory Statement on Items 4, 5, 6 
and 7 ", paper for the ECAFE Working Party on Economic 
Development and Planning, Fifth Session, 15-26 September 1959. 
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an economic point of view and does cover much of the 
field of consumption, it is generally agreed that it is not 
an adequate aggregate from a social point of view, and 
cannot be regarded as a satisfactory comprehensive 
measure of human welfare. The reasons for this have 
~cc!1 stated in detail_ elsewhere. 60 Per capita income 
rnd1cates_ the production and marketing costs of goods 
and scr".1ccs prodt~ccd and used in a country, but not 
necessarily the social value of these goods and services 
nor - particularly in view of maldistribution of income 
- the welfare status of the masses of individuals in the 
~?unL9'. Cl~his will be made evident in chapter III.) 
l here 1s a l11gh hut by no means perfect correlation. One 
illustration that has been given of the shortcominas of 
the per capita nalional income as a social measure i~ the 
fact that, when a calf is born in a community, the 
national capital goes up, but when a child is born the 
per capita income goes down (except in the hypothetical 
case that the child is sold as a slave, in which case the 
socicly would be judged richer by the per capita national 
income index). -

The standard of living of a population - or, better, 
the " level of living " - must be regarded as a set of 
components (health, nutrition, education, housing, r,._ 

employment conditions, etc.) which cannot be reduced 
to a single index. In so far as the level of living is measur­
able, it must be expressed, not as a single quantity, but ~ 

as a pattern of non-convertible quantities. The fact that I 
the level of living is not to be defined as per capita 
national income docs not deny, however, the underlying 
importance of growth of national income for the im- [ 
provcment of welfare. r 

It follows from the above that it is impossible to say 1 

on any systematic grounds what a country's level in 
health, education, or other social component should be, ~ 
given its level of economic development; or again, what 
percentage of its national income it should expend in 
these fields. If an economically under-developed country 
is only one-third literate and has only one-third of its ' 
children in school, there is no standard which will 
demonstrate that, say, one-half of the people should be 
literate and one-half of the children in school. Obviously, ' 
everyone should be literate and all children should be in 
school. 

In spite of these theoretical difficulties, decisions on ,, 
balanced development have to be made and are made as 
a practical necessity all the time. Each allocation of 
resources in the normal budget or in a developmental 
budget is justified on the assumption that it contributes 
to the economic and social pattern that is optimal for 
the country - although, in practice, for the very reason 
of lack of a systematic framework, interests other than ,. 
the welfare of the nation come into play. If countries 
have a long historical experience in development and a 
familiarity with the inter-actions of economic and social 
factors, plus an educated population aware of its needs 
and articulate about its values, and a leadership skilled 

•• See Preliminary Report on the World Social Situation (United 
Nations publication, Sales No.: 52.IV.11), pp. 129-135; and 
International Definition and Measurement of Standards and Levels 
of Liuing (United Nations publication, Sales No.: 54. IV.5), 
pp. 49-52. 
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in the_ ana_lysis of alternative proposals, then the process 
of lcg1slat1vc dcbale_ and political decision may well be 
adequate to deal with questions of balanced develop­
~ent .. But many less developed countries have no such 
lus~oncal exp_erience t~ gui~e them, and large parts of 
the!f populations arc marticulatc and unaware of the 
advantages of education, the possibilities of improved 
health, ~he need for better sanitation and housing ( or, 
altcrnat1vely, they may be in a phase of demanding 
~uch more than can possibly be provided). In these 
circumstances Governments have been interested in find­
ing guidance in the experiences of other countries. 

While it is theoretically not possible to state what 
levels of development in the various social components 
~h~uld ~o with given levels of economic development, 
1~ 1s qmte pos_sible to state what social levels do go with 
given economic levels - that is, to examine the patterns 
of development from a purely empirical point of view. 
It is conceivable thal, in lhe lighl of some ideal model, 
the majority of the countries of the world would turn 
o~t to be unbalanced in the emphases they give to the 
different social and economic fields. Certainly there are 
regional differences and differences along political lines. 
What is appropriate for one country ·will not necessarily 
be appropriate for another. But after these cautions have 
been expressed and emphasized, the judgment can still 
be maintained that knowledge of the experiences and 
practices of other countries in regard to the interrela­
tionship of economic and social development can be a 
useful type of information, particularly for those who 
must make practical decisions in countries that lack 
experience in development. Furthermore, Lhe wider the 
range of experiences that can be examined, the better. 
The empirical study of actual patterns of development 
can assist the practical process of decision-making in two 
ways: 

(1) by providing evidence of social levels that can 
demonstrably be achieved at given levels of economic 
development by countries that are moving forward in 
their total growth; 

(2) by providing evidence of imbalances, based on the 
empirical criterion that countries have themselves con­
cluded that their socio-economic pattern has been wrong 
(owing to over- or under-investment in certain social 
components) and has required revision. From an 
empirical point of view, it is not possible to define 

balance, but it may be possible to define gross imbalance 
(just as it is not possible to define and measure health 
empirically other than as the absence of illness; similarly, 
the concept of " balanced diet " has been developed on 
the basis of the known negative consequences of an 
unbalanced diet). 

The question of balance can be examined at two levels 
of analysis, which it is important to distinguish. There 
is, in the first place, balance at the level of governmental 
action and public expenditure; it includes the question 
of allocations to the different types of projects, alloca­
tions in both development and regular budgets and both 
capital and current expenditures. There is, in the second 
place, the question of balance among the actual factors 
of economic and social development, that is, in the 
pattern of existing interrelationships among health con­
ditions, education (of various types), industrialization, 
agricultural production, etc. Imbalance at the first level 
might he represented by insuHicient allocation to techni­
cal education in a development plan; at the second level 
by an insufficient number of technicians to meet existing 
demand. There is a close relation between the pattern of 
programming or of budgetary allocation and the pattern 
of actual development, but not necessarily correspon­
dence. Thus, a country may make a consistently large 
allocation in a particular sector, and this may account 
for its relatively high level of achievement in this sector; 
or it may make a large budgetary allocation precisely 
because it recognizes that it is lagging in this particular 
sector. Investment in the private sector can play a 
critical role. The budgetary problem of balance cannot 
therefore be considered meaningfully in abstraction from 
the actual situation obtaining within a country. 

The present report includes a chapter on the actual 
patterns of development in different countries (chap­
ter III), followed by a chapter (chapter IV) reviewing 
date on budgetary and other expenditure allocation. 
Both of these chapters are exploratory and necessarily 
tentative in nature because of inadequacy or incompa­
rability of date. Chapter V undertakes an analysis of 
the practices followed by countries in their efforts to 
integrate economic and social development. Finally, a 
series of case studies is appended, which attempts to give 
a comprehensive picture of the experiences and policies 
of a number of individual countries in regard to the 
question of balanced and integrated social and eco­
nomic development. 



Chapter III 

SOCIAL-ECONOMIC PATTERNS 

l:STI\ODUCTION 

The aim of lhc present chapter is lo examine social nn<l 
C'conomic inlcrrelalionships and pnllerns of r1rowlh as 
these exisl loday in difTercnl pnrls of lhc world. At lhe 
oulsc~ a choice has lo he mn<le whether lo approach lhc 
q11~sl1_011 from a quanlilalivc point of view by isolating 
n hnulcd numhcr of mensurable economic and social 
f:1clors or lo follow a more descriptive approach. The 
hrsl approach has been chosen in full realization of ils 
limilnlions, l'spccially with lhc incomplclc <laln now 
nvnilahlc, hul in tl~c hope that such an exploration may 
nevertheless conlnhnlc towards cstahlishing lhc more 
systemal!c framework which is needed for the analysis 
of questions of l>nlnnce<l tlcvclopmcnt of indivi<lual 
countries. 

The social indicators mentioned in this chapter refer to 
nclunl "Icvrls of living", particularly in the fields of edu­
cnliou, hrnllh, nulrilion and housing and other impor­
tant aspects of human welfare. Social expenditure pat­
terns, social programmes an<l social institutions arc 
consi<lcred elsewhere in the present report. The central 
theme of lhis chapter is the relationship between levels 
of economic <levelopment, as mensurc<l by per capita 
national income and olhcr economic indices, and levels 
of social <levelopmcnt, as measured by various indices 
of levels of living.1 

The chapter falls into three sections. In the first sec­
tion, lhe over-nil quantitative relationships between 
selcctc<l economic an<l social indicators are reviewed on 
a worl<l-wi<lc basis, as far as this can be clone with the 
available <lata. Some historical comparisons and con­
trasts are note<l. Follo,ving this, a more detailed analysis 
is made of the grouping of countries an<l of the patterns 
of <levelopment in individual countries, as measure<l by 
the following four key in<licators: per capita national 
income; per capita consumption of energy; infant morta­
lity rate; an<l school enrolment ratio. Some regional diffe-

1 The approach to the measurement of levels of living follows 
that taken in the report on International Definition and Measure­
ment of Standards and Levels of Living (United Nations publi­
cation, Sales No.: 54. IV.5) and the current progress report 
(E/CN.5/353). It should be noted that the index " per capita 
national income " is an economic production index, not an income 
index in the sense of income received for personal consumption. 
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~cnccs arc _nol_e<l. ~·he lhir~I section <liscusscs briefly the 
mlcrnnl <hslnbul1011 of mcome and welfare. It has 
become clear as lhc work on this chapter has proceeded 
that lhis final sec lion is not an isolatctl <liscussion but is 
cl_oscly rel_nled to the over-nil social-economic patterns 
discussed m lhc flrsl two-sections an<l provides a key to 
major <lifTcrenccs. 

ll n:iust he emphasized that the following analysis is 
tcnlnl1ve an<l experimental, that it touches briefly on 
questions that demand much fuller treatment, and that 
patterns rather than growth have been emphasized. In 
~omc countries, patterns of <lcvelopmcut have changed 
m the Inst few years, an<l the statistical facts, while 
relatively recent, do not give an accurate reflection of 
1961 patterns (in practically no country, of course, do 
they reflect 1961 levels of developmcut). In a number of 
countries, the statistical facts are not really facts, but 
estimates or very crude approximations of the facts -
an<l must so remain until better statistical facilities 
become available. 

QUANTITATIVE INTERRELATIONS BETWEEN ECONOMIC 

AND SOCIAL FACTORS OF DEVELOPMENT 

An over-all picture of the interrelated web of economic 
and social factors is given in table 1. Seventy-four coun­
tries and territories are grouped by level of per capita 
national income and the group averages (unweighted by 
size of population) are given for twelve economic and 
social indicators. 2 

Per capita national income and per capita energy 
consumption have been selected as the two "economic 
indicators" and are intended to reflect - with all the 
qualifications noted later - the value of total goods 
and services available and the level of industrialization 
in a given country. Although these two indicators are 
very closely related they are by no means identical, and 
the variations between them appear to be significantly 
related to variations in education levels and other social 
indicators. 

2 Data are not available for all countries under all indicators. 
See notes to table 1, where the exceptions are stated. 
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Table 1. - AVERAGE LEVELS UNDER SELECTED ECONOMIC AND SOCIAL INDICATORS OF COUNTRIES GROUPED BY NATIONAL INCOM& 

Per 
capita Percen- Percen-
energy tage of tage of Percen-

consump- Number popula- male tage of 
lion in of lion Per Starchy labour national 

Per kilo- inhabi- lilerale; School capita staples force income 
capita grammes !ants 15 enrol- calorie Level years as per- in agri- origi-

national of coal Expecta- Infant per phy- and over menl consump- centage culture of nating 
income equi- lion morta- sician (esii- ratio lion of total (esli- urbani- in agri-

Per capita national income 
(1956-58 valent of life lily rate (latest mated (latest (latest calories mated zation culture 
average (1956-58 (1955-58 (1955-58 year re- circa year re-

(N.I.) in US$) average) average) average) ported) 
year re- con- mid- around (latest 

1950) ported) ported) sumed 1956) 1955 year) 

2 3 4 5 6 7 8 9 10 II 12 

Group I 

Per capita N. I. of $1,000 and over 1,366 3,900 70.6 24.9 885 98 91 3,153 45 17 43 11.4 

Group II 

Per capita N. I. of $575-1,000 760 2,710 67.7 41.9 944 94 84 2,944 53 21 39 10.9 

Group III 

Per capita N.J. of $350-575 431 1,861 65.4 56.8 1,724 81 75 2,920 60 35 35 15.3 

Group IV 

Per capita N.l. of $200-350 269 536 57.4 97.2 3,132 70 60 2,510 74 53 26 29.9 

Group. V 

Per capita N.I. of $100-200 161 265 50.0 131.1 5,185 51 48 2,240 70 64 14 33.4 

Group VI 

Per capita N.I. of under $100 72 114 41.7 180.0 13,450 29 37 2,070 77 74 9 40.8 

1. Data from the United Nations Statistical Office. See notes 
:o table 5. 

2_. World Energy Supplies, 1955-1958, United Nations publi-
2at10n, Sales No.: 59.XVII.7. See notes to table 5. 

3, 4. Data provided by United Nations Population Branch, 
Bureau of Social Affairs. On infant mortality rates see notes to 
table 5. 

5. WHO, Annual Epidemiological and Vital Statistics, 1960. 
6. Report on the World Social Situation, United Nations publi­

cation, Sales No.: 57.IV.3. 

7_. School enrolments (excluding pre-primary and higher edu­
cat!on) for the latest year reported in the Statistical Yearbook 1959, 
Umted Nations publication, Sales No.: 59.XVII.1 (usually for one 

The "social" indicators are selected from those 
recommended in the progress report on " International 
Definition and Measurement of Levels of Living ",3 and 
have already been used widely in the two earlier Reports 
on the World Social Situation for reporting trends in the 
fields of health, education and nutrition. Ideally, the 
mdicators selected should cover all the components of 
:.evels of living. Only three components are in fact 
~overed in table 1 - health, education and nutrition. 
fhe most important omissions are housing, and such 

• Op. cit. It must be recognized that the indicators used - for 
example, infant mortality rate (inverse) as an indicator of health, 
school enrolment ratio as an indicator of education - are not 
necessarily the best indicators of the components in question. 
Life expectation is another indicator of health which would not 
:1ecessarily give the same results. It has been necessary to use 
lndicators for which data are available. 

of the three years 1956-58) · as a percentage of four-fifths of the 
5-19 age group. See notes to table 5. 

8, 9. PAO Production Yearbook 1959. Data available for only 
forty countries. 

10. Estimated by the United Nations Population Branch, 
Bureau of Social Affairs. Data available for only forty-nine 
countries. 

11. Estimated by the United Nations Bureau of Social Affairs 
from data in International Urban Research, The World's Metro­
po!ilan Areas (Berkeley and Los Angeles, University of California 
Press, 1959) which includes a list of the world's metropolitan areas 
of more than 100,000 inhabitants. 

12. United Nations, Statistical Yearbook 1959. Data available 
for only forty-two countries. 

components as social security, clothing and recreation, 
which cannot easily be expressed quantitatively on a 
worldwide scale. 

Three additional indicators are included in table 1, 
which reflect aspects of the social and economic struc­
ture that are closely related to levels of income and 
welfare. These are : the 'percentage of the male labour 
force working in agriculture; and the related figure on 
percentage of national income originating in agricul­
ture; and the level of urbanization. 

A large percentage of all the figures in the analysis 
that follows should be treated with a certain suspicion 
and circumspection. The main criticism of the following 
pages might well be that too much has been built on such 
inadequate foundation stones. However, to limit the 
analysis to the small number of countries for which data 
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are known to he reliable would prrcludc any over-all 
view (which is a useful corrective to the analysis of selec­
tc<l countries) an<l woul<l exclude the greal majority of 
less <lc\'clopc<l countries. As il is, a large number of 
countril·s and territories at the lower end of the national 
income scale, particularly in Africa, have hecn excluded, 
mainly because of the inadequacy of the demographic 
statistics. ll therefore seemed helter nol to restrict the 
numl>cr of countries examined, bul to keep the analysis 
as simple as possible. ll musl he emphasized that, if the 
analysis should he expandl·d on any fulurc occasion, 
revisions in the underlying figures, parlicularly as new 
data from the current round of crnsuscs hccomc avail­
aule, arc likely to change the picture suhstanlinlly. 

With these qualifications, lahlc 1 presents nn over-all 
picture of the average levels unclrr selrctl•cl economic 
and social indicators of countries groupl·d by per capita 
national income. The relation hrtwccn the economic and 
social inclkators aucl between the levels of living an<l the 
associated struclural changes rellectccl in the last three 
columns is evident from lhc lahlc an<l <locs nol need to 
he elaborated further. The only exceptions to a syste­
matic corrcspon<lencc arc group I under percentage of 
national income originating in agriculture, which shows 
a rise al the top income level <luc to the number of high 
income group countries with relatively large and pro­
ductive agricultural sectors, and group V under starchy 
staples as percentage of total calories consumed, which 
is no douht afieclcd hy the small number of countries 
having data on this indicalor. 

Correlation between indicators 

If, instead of looking at the group averages, countries 
arc ranked under the difiercnt indicators, mathematical 
measures of correlation can be used to throw further 
light on the closeness of the relation between these indi­
cators. The co-efficicnts of rank correlation between 
dificrent indicators are given in the next column. 

These measures confirm, for example, the very close 
relation between the two economic indicators, per capita 
national income and energy consumption. The varia­
tions are also of interest. Countries ranking substan­
tially higher in national income than in energy inclu<lc 
" high-income" countries such as New Zealand, where 
agriculture makes an important contribution to national 
income, and also countries at a lower income level which 
arc heavily dependent on an agricultural export crop, 
such as the Federation of Malaya, Costa Rica and 
El Salvador.' Countries ranking substantially higher in 
energy consumption than per capita national income 
include all the centrally planned economics of eastern 
Europe; differences in national accounting methods and 
problems of exchange rate both contribute to the diffi­
cu]ty of estimating comparable per capita national 
income figures for these countries, so that it is not clear 

• There is an obvious need in this analysis for a third economic 
indicatorwhieh would reflect the level of agricultural productivity. 
Some social indicators would quite likely be more closely corre­
lated with such an indicator than with an indicator reflecting 
the level of industrialization. 
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to what extent the rc]atively higher energy consumption 
level of these countries, in relation to the per capita 
income level, is a reflection of statistical difficulties in 
comparing national incomes. Apart from this group, 
others which rank notably higher in energy are coun­
tries with important mining sectors, such as, for example, 
the Union of South Africa, Peru, Bolivia and also Japan 
and China (Taiwan). 

COEFFICIENTS OF nANK COnRELATION a 

Per r::ipita national income and energy consumption • • • • 0.90 
Per capita national income and infant mortality b •••••• -0.84 
Per capil.a national income and school enrolment . • . • • • • 0.84 
Per capita national income and calorie consumption •• , • 0.80 
Per capita national income and starchy staplcsb ..•••••• -0.86 

Energy consumption und infant mortality b ....••••••• -0.69 
Energy consumption ancl school enrolment . . . . . • . • • • • • 0.76 

Urbanization and infant mortality b .••..........• , .••. - 0.69 
Urbanization and school enrolment •...•........• , • . • • 0. 71 
Urbanization ancl starchy stnplcs b •.•••........•••••• - 0.66 
Urbanization and caloric consumption • • . . . . . . . • • • . • • • 0.69 

Infant mortality ancl scl1ool enrolment b .......•••••.• - 0.67 
Infant mortality and number of inhabitants per physician 0.43 
Infant mortality and caloric consumption b •••.••••••• - 0.81 
Literacy and school enrolment. .••.• ,................. 0. 78 

l\lalc labour force in agriculture and infant mortality • • • 0.86 
l\Ialc labour force in agriculture and energy consumption -0.89 
l\lale labour force in agriculture and school enrolment b • - 0.81 

• It should be noted that the number of countries included in 
eacl1 calculation is not identical. \Vherc the correlation includes 
infant mortality, only countries with data otncially reported _as 
complete arc included. It might be expected that, if the countnes 

~~~l ,:m~pn;:~;;ftan~~i~~:t i~lc~::\!~~ t~1fe~:~io\~~ f~~[=~t , 
it is slightly closer (0.87 instead of 0.84). The same s1tuat10n Is 
found with correlations of infant mortality with energy co1:isun:ip­
tion and school enrolment. On the other hand, an exammat10n 
of some t"·enty low-income countries, main_ly in Africa, which f~ll 
outside table 1 altogether shows a correlation between per capita I 
energy consumption and school enrolment ratio of only 0.20. _It 
is quite possible that the correlations would sli~w substantial t"" 
dificrcncf's if countries were selected from diflercnt mcome ranges, i 

or from different regions. 
b Infant mortality rates, number of inhabitants per physician, 

starchy staples as per cent of total calories and perc~ntage of male 
labour force in agriculture involve nf'g"ative c~rrelat1ons - _except 
where they arc correlated with each other - smcc they are i1;1vcrse 
measures of development in the sectors concerned (e.g., tbe m!ant •. 
mortality rate is an inverse measure of health). Where corr_elahons 
of the infant mortality rate or of other of these rates arc discussed ?­
in the text, it will be understood that the inverse of the measure 
in question is meant. 

The most important social indicators_- infant m_or­
tality school enrolment ratio and calone consumption 
- ar~ all more closely related to per c_apita national 
income than to either energy consumption of level of ., 
urbanization, and they are all more closely related to 
the economic indicators than to each other. The only 
exception is the close relation between infant mo~tality 
rate and calorie consumption. On the other hand, mfant • 
mortality shows a low correlation wi~h t?~ number of 
physicians; this indicates that the _av~1lab!l1ty of health 
services, which depends on ~he d1stn~ut10n and orga­
nization of medical services, is a more important factor 
than the absolute number of physicians. 
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GROUPING OF COUNTRIES BY LEVELS OF ECONOMIC 

AND SOCIAL DEVELOPMENT 

The purpose of this section is to group countries under 
selected indicators, and attempt to determine what 
levels 0 ~ soc!al development tend to correspond empiri­
ca)ly_ w1t_h given le:'els of economic development; from 
this it will Le possible to proceed to a consideration of 
~he_ P~ttems of economic and social development of the 
mdividual c~untri_es. A country, for example, might fall, 
as f~t~ as nat10nal mcome is concerned, in a middle range 
position but be higher or lower than other countries of 
the sai_ne income level in energy consumption, health, 
educati_on or other indicators. It must be emphasized 
that tl11s approach will be based on empirical correspon­
dences - on analysis of what levels of social develop­
ment do go with given levels of economic development, 
not on what the correspondences ought to be. 

A first limitation in attempting such an approach is 
the lack of sufficient reliable data under some indicators. 
Data on calorie consumption and on percentage of the 
male labour force in agriculture, for example, are avail­
able for a smaller number of countries than data on 
other indicators. The analysis is therefore limited to 
four only of the indicators included in table 1 - per 
~apita national income, per capita energy consumption, 
mfant mortality rate (inverse) and school enrolment 
ratio. 

The main difficulty, however, lies in the method of 
determining corresponding groups. It was decided to 
break up income figures into six groups, from high to 
low, and to obtain six corresponding groups for the 
other three indicators. A considerable amount of arbi­
trary choice is necessarily involved in setting the group 
limits. 5 The method finally used after some experimen­
tation was to choose six national income groups that 
appeared to fit the data, resulting in something approach­
ing a geometric rate of increase under this indicator. 
The group limits under the other three indicators were 
then fixed by first taking the six national income 
groups and determining the average score of the coun­
tries in each group under each of the other three indi­
cators; the countries that deviated from the average 
beyond certain confidence limits were then redistributed, 
and finally group limits for these three indicators were 
revised on the basis of the new distributions of scores. 6 

The groups limits established in this way are given in 
table 2 and the distribution of countries by groups under 
all four indicators can be found in table 5 at the end of 
this section. 

Table 2. - GROUP LIMITS a 

Group 
Energy Infant mortality School enrolment 

National income consumption rate ratio 

I ... Above 1,000 Above 3,150 Below 28 Above 92 
II ... 575-1,000 1,675-3,150 28-44 81-92 

III ... 350-575 800-1,675 44-65 69-81 
IV ... 200-350 350-800 65-100 54-69 
V ... 100-200 120-350 100-160 38-54 

VI ... Below 100 Below 120 Above 160 Below 38 

a Countries falling exactly on the border have been included in 
the higher group. 
4 
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The most interesting point which emerges from this 
initial grouping (and which shows up most clearly in the 
fitted curves shown on chart I joining the group limits 
under each of the indicators) is the contrasting beha­
viour of the economic and social indicators. 

The increases in per capita national income are rela­
tively small in the lower three groups but grow at a 
greatly accelerated rate in the top three groups. Energy 
consumption behaves in the same way. The infant mor­
tality rate (or more accurately, its inverse) changes in 
the opposite direction - by relatively large steps at the 
bottom and small steps at the top. The school enrolment 
figures are closer to a straight line, but still change some­
what more rapidly in the lower three groups and reach 
a ceiling of 100 per cent in the top group. It can be seen 
from table 1 that life expectancy behaves much the 
same way as infant mortality. Literacy rates "bunch" 
heavily at the top, as do figures on per capita calorie 
consumption. These differences suggest that, as mea­
sured by these indicators, the rate of economic develop­
ment is proportionately greater at the higher levels, 
while the rate of social development - particularly 
health - is greater at the lower levels. Thus, it is easier 
for the high-income countries to expand their industry 
than to lower their mortality ratio, whereas, compara­
tively speaking, the opposite is true of the low-income 
countries. This follows in part from the nature of the 
indicators; at the very top, there is an obvious and 
necessary limit on the social indicators used - infant 
mortality rates are limited by scientific knowledge and 
school enrolment is automatically limited (as is literacy) 
by its very nature. If higher education were included, 
for example, in the enrolment ratio, or if an indicator 
measuring the quality of education could be included, 
it would probably substantially change the curve shown 
in chart I. 

There is a suggestion in the data of a break some­
where between the top three and bottom three groups, 
around the $300-$350 level - a natural watershed 
above which the economic indicators advance rapidly, 
and the health and education indicators start to move 
more slowly towards their ceiling. Possibly this may 
represent a critical area in other respects and that it may 
be associated as cause or effect with other changes, such 
as the secular fall in the birth rate, or - as will be 
suggested later in the chapter - with changes in the 
pattern of the economy by which the lagging and tradi­
tional sectors are brought increasingly into the modern 
sector. 

• For each indicator a scale of equal class limits can be chosen, 
or the groups might each include an equal number of countries, 
or the scale could follow any natural grouping which appeared 
in the figures, or again a different scale could be used under each 
indicator. The choice immediately affects the subsequent analysis 
since the relative group position of some countries would be 
changed, although any pronounced variation in pattern is likely 
to remain the same under any reasonable method of grouping. 

• The limits were established in such a way that, for a given 
confidence coefficient, the confidence intervals for the means of 
neighbouring groups would not overlap. Three-sigma rule was 
generally followed. Minor adjustments were subsequently made 
in the class limits to make these correspond to a fitted curve 
(chart I). 
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Chart I 

PER CAPITA NATIONAL INCOME IN US$ 
2000 

PER CAPITA ENERGY CONSUMPTION 
IN KILOGRAMMES OF COAL EQUIVALENT 
6500 

575 

III IV V VI I n III IV V VI 
Group limits Group limits 

250 INFANT MORTALITY RATE SCHOOL ENROLMENT RATIO 

l6~:::::....._j_ __ -1-__ ..J_. __ ..._ __ .__ __ 20L--1. __ __J_ __ J_ __ ..__ _ ____. __ ~ 

I II III IV V VI I II III IV V VI 

Group limits Group limits 



Social-Economic Patterns 

Quite_ apart from such speculations, the differing 
econo~mc and social patterns which emerge from the 
gro~ipmg hold some policy implications and some impli­
cat~on~ o~ wider interest. The "bunching up" of the 
social md1cators discussed here means that, for some of 
~he countries even in the third group under national 
mco1!1e, expectation of life is already more than 65 years, 
the mfant mortality rate has dropped below 50 per 
1,000, more than 90 per cent of the population 15 years 
and over is literate and over 75 per cent of the 12-year 
school population is enrolled in school. This does not 
mean that countries in the top half of the scale, and 
particularly in the first two groups, are not faced with 
very great social problems resulting from their own 
multiplying technological revolution, but these problems 
are different in kind from the problems of those coun­
tries trying to break through the initial barriers of deve­
lopment and provide their citizens with certain mini­
mum levels of living. 

Another implication of the analysis bears on the 
argument that the gap between the high-income and 
low-income countries is continually widening. The data 
show that this widening gap in income terms is not 
automatically translated into welfare terms, at least 
in so far as welfare can be measured by the indicators 
selected here. 

Trends over time 

The differential rates of growth of the economic and 
social indicators implied by this cross-sectional picture 
might be expected to bear some resemblance to recent 
trends in growth, but not necessarily to trends over a 
longer historical period. The most superficial examina­
tion of historical data for the currently well developed 
industrialized countries suggests that, in fact, a very 
different pattern prevailed during the earlier period of 
their industrialization from that of the currently less 
developed countries. 

Infant mortality rates, for example, were higher (that 
is, health levels were lower). In such industrialized Euro­
pean countries as the United Kingdom, Denmark, 
France and the Netherlands, these rates fluctuated be­
tween 200 and 100 during the nineteenth century (see 
table 3), even though these countries were probably more 
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developed at that time than the majority of countries 
in the lower three income ranges at the present time. 7 

During the nineteenth century, infant mortality rates 
were higher in the more industrialized countries, England 
and Wales and the Netherlands, than in Denmark and 
Sweden (not shown in table 3) and remained stable or 
possibly even rose in the first half of the nineteenth 
century under the impact of widespread industrializa­
tion, the reverse of the present relation. This was asso­
ciated with a higher rate of infant mortality in the 
towns than in the country, again reversing the present 
position where infant mortality is negatively related to 
the level of urbanization. In most of the industrialized 
western European countries, the downturn began only 
at the end of the nineteenth century and has been 
greatly accelerated during the last fifty years. 

Table 3. - INFANT MORTALITY RATES IN SELECTED COUNTRIES 

England United States 
Year and Wales Denmark France Netherlands of America Japan 

1826 ....... 163 
1851-55 156 134 166 190 
1871-75 .... 153 137 178 210 
1891-95 . ... 150 139 170 165 
1901-1905 . , 138 119 139 136 
1915-19 97 92,0 131.8 87.1 95.7 172.6 
1925-29 70.9 82.2 91.4 57.9 69.0 140.8 
1935-39 55.3 64.2 66.1 37.4 53.2 110.4 
1945-59 39.4 41.2 67.8 40.4 33.3 66.9 

Sourc e: Statistique inlernalionale du mouvement de la population, 
Republique fran~aise, Ministere du travail et de la prevoyance 
sociale (Paris, 1907), p. 463 (for figures before 1905). 

Foetal, Infant and_ Early <:;hil~hood Mortality, Vol. I, The 
Statistics (United Nat10ns pubhcat10n, Sales No. 54.IV.7). 

1 Judging by estimates of national product and percent.age_ of 
labour force in agriculture. See Simon Kuznets, " Quantitative 
Aspects of the Economic Growth of Nations - I: Levels and 
Variability of Rates of Growth ", Economic Development and 
Cultural Change (Chicago), vol. V, No. 1, October 1956, pp. 24-?5. 
Professor Kuznets explores here and in other writi?gs the questI_on 
of the relative levels of the now advanced countries at the begm­
ning of industrialization and the currently under-developed coun­
tries. Taking into account the rates of growth of the ~ow advan~ed 
countries since around 1850, he comes to the tentative conclus~on 
that the current per capita levels in the under-developed _countries, 
and even in Latin America, are significantly below those m western 
European countries before their industrialization. 

NOTE TO CHA.RT I 

The curves are based on the group limits. The upper limits of group I and the lo:~1;r!ii;'~~i;J f~~!~e~Id\h!~~if:~fh~~~ 
last) were flxed tentatively in order to "anchor" the ends oOffthe sc:-le ar t~~ r:x~e;~g~J enrolments and some equivalent figure, 
which could have been used. The scale could have started at or na iona me 1 1 d d for lack of data there 
say 500, for infant mortality. But, since some twenty or more countries at the lower end of th~ ~ea o~j~~1ffc ~o~ld be to chart the iowest 
is no theoretical reason why there should n?t be ~t least one i_nore group be~ow ~roup VI. Anot d sfhool enr~lment 22. A third choice was 
values in the data used, which were; national m~o~e 46, mfant ~rta~.t)i (mvyJ'~ r:: t~ lower limits to 50 225 and23respectively. 
simply to fix the lower limit at four standard deviations of gro_up h' w ic w_o~h grr ph taking into account' the limits sug"ested by 
A fourth possibility, and this was the method used, was to proJect t e curves m e a ' . d ff the limits"to avoid 
the second and third choices, and, in view of the general uncertainty abofiuttwhhat hap)~n~/n }i1: ~prep~~ \~:i?t~nto ~roup 1 and the lower 
the appearance of spurious precision. The same procedure was used to IX e upper 1m1 s. 
limits to group VI obtained in this way are: Per capita ·Per capUa Infant School 

national enerqy mortalily enro(men 
income consumption rate ratio 

Upper limit to group I..,........... (2,000) (6,500) (16) (100) 
Lower limit to group VI • . . . . . . . • • . • (45) (0) (250) (20) 



It is less easy to suggest historical trends in the case 
of literacy and school enrolments because of the Jack 
of comparability of the data, but studies made by 
UNESCO 8 on the relation between educational levels 
on the one hand and national income and )eye) of indus­
trialization on the other hand show that countries have 
\'aried considerahly in their rclali\'c timing of literacy 
and of industrialization. In England and l3elginm, both 
countries where there was an early industrial and 
commercial development, a high )eye) of school enrol­
ment was not reached until the second half of the nine­
teenl11 cl·ntury, although in both countries an educated 
class l1ad long existed. In Germany, on the other hand, 
where an cfTeclivc system of compulsory l·ducation had 
heen introduced (in Prussia) as early ns 1 i!l I, high cclu­
cational lewis preceded the rapid industrialization 
which took place in llte second half of the 11i11clt'l'llth 
Cl'nlurv. The Scandinavian countries show a remark­
ably I{igh Icn·I of school enrolments in the nineteenth 
century al a Lime when lhl'y were comparatively little 
industrializrcl. In Norway and Sweden, for example, as 
rarly as 18iG more than 80 per cent of children aged 
seven to fourteen were aLll>ncling school.» The United 
States of America also had the benefit of a literate popu­
lation before the period of rapid industrialization in the 
seconcl half of the nineteenth century. In 1870, 80 per 
cent of the population was literate, although al that lime 
more than half of the labour force was still employed 
in agriculture (sec table •1). Data for the USSR indicate 
that mass litrracy was attained during the period of 
rapid industrialization undrr the first three five-year 
plans, when the literacy rate (of the 9 lo -19 age group) 
increased from 5G.G per cent (1926 census) lo 89.1 per 
cent (1939 census). 

Table 4. - LITERACY RATES IN SELECTED COUNTRIES a 

Ddgium France United Slates of America USSII b 

1866 ... 59 1872 .•. 77 1870 ... 80 1897 .•. 26.3 
1880 ... 69 1881. .. - 1880 ... 83 1926 ... 56.6 
1890 ... 74 1891 ... - 1890 ... 87 1939 ... 89.1 
1900 ... 81 1901. .. 83 1900 ... 89 1959 ... 98.5 
1910 ..• 97 1911. .• 88 1910 ... 92 
1920 .•. 92 1921. .• 92 1920 ... 94 
1!!30 ... 94 1931. .• 95 1930 .•. 96 
19-17 ... 96 1936 ... 96 1940 ... 96 

1946 ... 97 1950 ... 97 

• Taken from UNESCO, World Illiteracy at Mid-century; figures 
expressed as literacy rates rather than illiteracy. 

b The rates refer to literacy in the age group 9 to 49 years. 
Figures are from Uroven'obrazovaniya natsional'nyi sostav voz­
rastnaya struktura i razmeshcheniye naseleniya SSSR po respu­
blikam, krayam i oblastiam (Level of education, national com­
position, age structure and distribution of population of the 
USSR by republics, regions and districts). Ts.S.U., Moscow 
1960, p. 8. 

• World Jlliteracy al Mid-Century (1957), chapters VIII, IX 
and X. 

' I bid., pp. 173, 185. 
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Thus, while the now developed countries were con­
siderably worse ofI in health when they were at an early 
stage of industrial growth, compared with less de·ve!­
oped countries today at a similar income level, it 
seems that for at least some of the now developed co un­
tries, level(, of literacy and school enrolments ,,v~re 
substantially higher than the prcsenL levels in the majo­
rity of the )c<;s developed countries. This is partly 
understandahle from the fact that, with the hc]p of 
modern mcclical technique developed elsewhere, hen I lh 
can he improved very rapidly in the lov.;er income Jc......-cl 
countries loclay, as noted above, causing rapid incrca~e 
of the school-age population, which, however, makes it 
more difJicull lo achieve education advance. A much 
closer study needs to be made of relative rates of gro,vth 
of educalioual enrolments and national income before 
any conclusion about the interaction between the t, .... -o 
can be reached. 

ANALYSIS OF PATTEllNS OF ECONOllllC 

AND SOCIAL DEVELOPMENT OF INDIVIDUAL COUNTRIES 

In table 5 countries are grouped under per capita 
national income; per capita energy consumption; 
infant morlality rate; and school enrolment ratio. It 
should again he emphasized that the grouping is based 
on empirical data; to say that a country is in a higher or 
lower group under a social indicator than under an 
economic indicator - in particular, per capita national 
income - means simply that it is in a higher or lower 
group than might be expected from an examination of 
other countries within the same per capita national 
income group. 

With this qualification in mind, some idea of the 
extent to which individual countries vary as between 
per capita national income and school enrolment ratio 
groups and as between per capita national income and 
infant mortality groups, can be obtained from tables 6 
and 7. 

It is clear from these tables that individual countries 
show considerable variation in their development pro­
files as defined by these indicators. In charts II-V the 
different patterns have been expressed graphically in 
the form of bar diagrams,10 which illustrate levels under 
the four selected indicators: per capita national income; 
energy consumption per capita; infant mortality rate 
(used inversely as a measure of health); and school 
enrolment as a percentage of school-age population (as 
a measure of education). These particular indicators, of 
course, tell only part of the story and need to be inter­
preted in the light of the particular background - eco­
nomic social and cultural - of the countries concerned. 
A bri;f commentary, by region, on patterns found in 
selected countries is given in the following pages.11 

10 The bar diagrams are taken from the curves in chart I, and 
are thus based on the empirical grouping that has been used 
throughout this chapter. 

11 An attempt has been made to avoid using examples of 
countries where crude estimates of the underlying data are 
involved. It has also not been possible to include countries _where 
levels are all in group VI because the scales are unreliable m this 
area (see note to chart I). Otherwise, an effort has been made to 
illustrate the different types of patterns found. 
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Chart II illustrates social-econom:c patterns found in 
selected Asian countries (including in this case Israel). 
The majority of countries in Asia, and, with the excep­
tion of Japan, those with the largest populations fall 
into Group VI under most indicators 12 and their relative 
levels in national income, energy consumption, health 
and education within group VI cannot be presented in 
diagram form on the basis of the data now available. 

Some interesting variations in patterns do, however, 
appear in the case of the countries illustrated in chart II. 
Japan, for instance, provides .an example of a country 
relatively highly industrialized (group III under energy 
consumption and group IV under national income) but 
with the social indicators considerably more advanced 
than the economic. The levels of infant mortality and 
school enrolment are both in a considerably higher 
group than would normally be expected from the per 
capita national income level (which is, however, now 
advancing rapidly). At the same time, Japan is more 
industrialized, has a larger percentage of the male labour 

u The distribution of countries under national income groups 
is as follows: Group I; Group II, 1 (Israel); Group III; Group IV, 
3; Group V, 2; Group VI, 8. 
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force in industry, and is more urbanized than the majo­
rity of other countries at a corresponding income level. 
The transformation from a traditional economy to a 
modernized industrialized economy began nearly a 
century ago, and Japan has a long history of govern­
ment investment in social services, mainly in education 
and health. Although as a result of recent trends Japan 
now has a very low birth rate together with a low death 
rate, the population has more than doubled since 1870; 
the pressure of population on limited resources, the 
intensive cultivation of small family holdings and the 
large number of small industrial enterprises involving 
cheap labour mean that the national income level, 
although high in relation to other Asian countries, is 
still much closer to the low Asian average than to that 
of Europe. 

A very different pattern is found in the Philippines 
and Thailand. In both countries the educational enrol­
ment ratio is relatively advanced, but the levels of 
industrialization and of health are relatively low. The 
Philippines, for example, which is high up in group IV 
under education, falls into group V under per capita 
national income and energy consumption and in 
group VI under infant mortality rate (estimated). In 

NOTES TO TABLE 5 (See following page) 

Per capita national income in $US: average for 1956-58 
Allowance has to be made for a wide margin of error in the 

national income estimates. In particular, the conversion of natio­
nal currencies into US dollars raises major problems. In many 
cases a single official exchange rate is not available. Even if such 
a rate is available, this may not reflect relative real incomes within 
countries. Studies of relative internal purchasing power of differ­
ent national currencies have shown that considerable bias may 
be caused by pricing European output at US prices. These diffi­
culties may be greatly magnified when comparisons are made 
between developed and less developed countries where there may 
be no common basket of goods and services. In addition countries 
in the lower groups under this indicator may vary widely amongst 
themselves in the extent to which allowance is made for the output 
of the subsistence sector. (These problems were discussed in detail 
in chapter IX of the Preliminary Report on the World Social 
Situation.) 

In the case of Eastern Europe'ln countries with centrally plan­
ned economies, there are difficulties not only of conversion rates, 
but also of adjustments to make the figures pub!i,hed by these 
countries for "material product" (see footnote • to table 4, 
chapter 4) roughly comparable to national income figures. 

It should be noted that the figures are an average for the years 
1956-58. This has had the result that two countries, Thailand and 
Portugal, fall into lower groups in this chapter than in the analysis 
in chapter IV, where the national income data are for 1958 alone. 

Per capita consumption of energy: average for the years 1956-58 

Data from World Energy Supplies 1955-58, United Nations 
publication, Sales No.: 59.XVII.7. 

The data refer only to coal, coke and lignite, petroleum and its 
products, natural and manufactured gas and energy. Energy 
consumption has been used as a convenient indicator of the degree 
of mechanization and industrialization, but it is by no means cer­
tain that it is in fact a better indicator of the level of industria­
lization than, say, per capita steel consumption,which is, however, 
available for fewer countries. Steel consumption is in fact more 
closely correlated with the social indicators. This is a point which 
requires further investigation. 

Infant mortality rate: average for 1955-58 
Infant mortality rates are notoriously incomplete in countries 

likely to have the highest rates of infant deaths. Estimates for 
countries where the official rates are reported to the Statistical 
-Office of the United Nations to be incomplete, or where no official 

rate is available, are marked with an asterisk. Estimates for coun­
tries in Asia have been taken from " Population Trends and Re­
lated Problems of Economic Development in the ECAFE Region", 
Economic Bulletin for Asia and the Far East, Vol. X, No. 1, June 
1959. These estimates are for the period 1954-56. Where estimates 
for countries in Latin America are given, these are the very rough 
estimates given in the 1957 Report on the World Social Situation 
and are for the period 1950-55. The data for Ghana apply to the 
registration area only. 

It should be noted that the majority of countries are grouped 
according to 1955-58 averages. This means that countries with 
rapidly changing infant mortality rates may appear in a higher 
or lower group than they would if only the last year were taken. 
The USSR, for example, where the infant mortality rate has 
fallen from 60 per 1,000 in 1955 to 40.6 per 1,000 in 1958 falls in 
group III if an average for these years is taken, but would fall 
in group II, if the last year were taken. 

School enrolment ratio: latest year 

The school enrolment ratio has been calculated on the assump­
tion that the normal period of primary and post-primary schooling 
(excluding pre-primary and higher education) covers 12 years, 
or four-fifths of the 5-19 age group. In those countries where 
census data on age distribution are not available, enrolments 
were calculated as a range on the assumption that an estimated 
30-35 per cent of the population in these countries falls into the 
5-19 group. These estimates are marked with an asterisk. In 
other countries where the census was taken some years ago, the 
margin of error is probably as great. 

It should also be noted that the coverage of the enrolment 
figures may not be uniform. For example, in Burma and other 
Buddhist countries where monastic education plays a significant 
role, the official enrolment figures may underestimate the true 
position. 

It should be emphasized again that the quantitative level of 
enrolments is very far from indicating the quality of education 
received. A country falling into a high group under school enrol­
ment may in fact have a far inferior system of education to one 
having a lower enrolment ratio but better qualified teachers and 
a better distribution of pupils. A high enrolment ratio particu­
larly in some of the less developed countries may mean a large 
number of children receiving a few years of primary education 
with little lasting value, or it may mean a smaller primary enrol­
ment with less wastage and a limited but effective secondary 
school enrolment. 
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Table 5. - COUNTRIES GROUPED BY LEVEL OF PER CAPITA NATIONAL INCOME, PER CAPITA ENERGY 

G roup Per capita national income in SUS: 1956-58 average Per capita energy consumption: 1956-58 average 

Eu,..ope, Europe, 
J\'ortl,ern Northern 
..America Latin America Latin 
and Oceania America Africa Asia and Oceania America Africa Asia 

I Australia Australia 
Canada I3elgium 
New Zealand Canada 
Sweden Czechoslovakia 
Switzerland Germany, 
United States Federal 

of America Republic 
Germany, 

Eastern 
United Kingdom 
United States 

of America 

II Belgium Venezuela Israel Austria Venezuela Union of 
Cze<:ho- Denmark South 

slovakia France Africa 
Denmark Hungary 
Finland Netherlands 
France New Zealand 
Germany, Norway 

Federal Poland 
Republic Sweden 

Netherlands Switzerland 
Norway USSR 
ussn 
United Kingdom 

Ill Austria Argentina Union of Bulgaria Argentina Borneo 

Germany, Chile South Finland Chile territories 

Eastern• Cuba Africa Italy Cuba Israel 

Hungary Puerto Rico Ireland Puerto Rico Japan 

Ireland Trinidad and Romania Trinidad and 

Italy Tobago Tobago 

Poland Uruguay 

IV Bulgaria British Borneo Greece British China 

Greece Guiana territories Spain Guiana (Taiwan) 

Spain Costa Rica Malaya, Yugoslavia Colombia 

Turkey Jamaica Federation Jamaica 

Yugoslavia Mexico of Mexico 
Panama ~apan Panama 

Uruguay 

V Albania I3razil Ghana Ceylon Albania Bolivia Ghana India 

Portugal Colombia Philippines Portugal Brazil Malaya, 

Romania Dominican Turkey Costa Rica Federation 

Republic Dominican of 

Ecuador Republic Philippines 

Honduras Ecuador 

Nicaragua Honduras 

Paraguay Nicaragua 

Peru Peru 

VI Bolivia Belgian Burma Paraguay Belgian Burma 

Congo Cambodia Congo Cambodia 

China 
Ceylon 

(Taiwan) 
Indonesia 

India 
Laos 

Indonesia 
Pakistan 
Thailand 

Laos 
Pakistan 
Thailand 



Social-Economic Patterns 49 

CONSUMPTION, INFANT MORTALITY RATE (INVERSE) AND SCHOOL ENROLMENT RATIO 

Infant mortality rate (inverse): I 955-58 average School enrolment ratio : latest year (per cent of 12-year age 
group enrolled, excluding pre-primary and higher education) Grau p 

Europe, Europe, 
Northern Northern 
America Lalin America Lalin 
and Oceania America Africa Asia and Oceania America Africa Asia 

---

Australia Australia I 
Denmark Belgium 
Finland Canada 
Netherlands France 
New Zealand Germany, 
Norway Federal 
Sweden Republic 
Switzerland Ireland 
United Kingdom New Zealand 
United States United Kingdom 

of America United States 
of America 

Austria Israel Czecho- Puerto Rico Israel II 

Belgium Japan slovakia Trinidad and Japan 

Canada Finland Tobago 

Czecho- Netherlands 
slovakia Norway 

France Sweden 
Germany, 

Federal 
Republic 

Greece 
Ireland 

Germany, Argentina China Austria Argentina* Ceylon III 

Eastern Jamaica (Taiwan) Bulgaria British 

Hungary Puerto Rico Denmark Guiana 

Italty Trinidad and Greece 
Spain Tobago Hungary 

USSR Poland 

Albania British Ghana Malaya, Albania Chile Union China IV 

Bulgaria Guiana Federation Germany, Costa Rica of (Taiwan) 

Poland Costa Rica of Eastern Jamaica South Malaya, 

Portugal Uruguay Ceylon Italy Mexico Africa Federation 

Romania Mexico Romania Panama of 

Yugoslavia Venezuela Yugoslavia Paraguay Philippines* 
Thailand 

Bolivia• Portugal Cuba Belgian Borneo V 

Brazil• Spain Colombia Congo• territories • 

Chile Turkey Ecuador Ghana• Cambodia 

Colombia• Peru 

Cuba• Uruguay• 

Dominican Venezuela 

Republic* 
Ecuador• 
Honduras• 
Nicaragua• 
Panama• 
Peru• 

Borneo Brazil Burma VI 

territories • Dominican India 

Burma• Republic Indonesia• 

Cambodia• Honduras Laos• 

India• Nicaragua Pakistan• 

Indonesia• 
Laos• 
Pakistan• 
Philippines • 
Thailand• 
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Chart II 

SELECTED COUNTRIES AND TERRITORIES IN ASIA 

■ Per capita national income 

~ Per capita energy consumption 

1 En H Ed 
Japan 

I EnH Ed 

Ceylon 

I EnH Ed 

Philippines 

§ Infant mortality rate (inverse) 

[3 School enrolment ratio 

En H Ed 

Thailand 
I En H Ed 

Borneo 
Territories 

I En Ii Ed 
Federation 
of Malaya 

Israel 
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the Philippines, great emphasis has for many years been 
put on raising educational levels and this is reflected 
in the high rate of government expenditure on educa­
tion. Education is considered " the core of both eco­
nomic and social development" in the current Five­
Year Economic and Social Development Programme 
covering the years 1957-61. But the Philippines eco­
nomy is predominantly agricultural, with over 60 per 
cent of the male labour force employed in agriculture 
and much of the population living at a subsistence 
level considerably below the national average;13 these 
factors, together with a lower priority given to health 
expenditure, are reflected in the higher infant mortality 
rate (estimated). 

Thailand provides an example of a similar pattern, 
falling into the lowest group under per capita national 

13 The Fiue-Year Economic and Social Development Programme 
for FY 1957-1961 (Philippines National Economic Council, 1957), 
p. 4. See footnote 32. 
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income, energy consumption and infant mortality rate, 
but under group IV in education. Over 80 per cent of 
Thailand's male labour force is engaged in agriculture, 
but free elementary education is provided for virtually 
all its children. 

Ceylon shows somewhat the same pattern, but here 
both health and education indicators are considerably 
higher than would be expected from the level of econo­
mic development.14 Ceylon falls into group V under per 
capita national income, but into group IV under infant 
mortality and group III under school enrolments. Some 
40 per cent of national income is derived from planta­
tion agriculture producing tea, rubber and coconuts 
for export, and less than 10 per cent of the national 
income is derived from industry. In per capita energy 
consumption, Ceylon falls into group VI. Major advances 

u This remains strikingly true even if allowance is made for 
possible under-reporting of infant mortality and over-reporting 
of actual school attendance. 

Table 6. - INTERRELATIONSHIP BETWEEN PER CAPITA NATIONAL INCOME AND SCHOOL ENROLMENT 

School enrolments 1 1J 

I Australia Belgium 

. ) 
Canada Federal Republic 

I New Zealand of Germany 
United States of France 

America United Kingdom 

Sweden Czechoslovakia 
Finland 

II ..... Israel 
Netherlands 
Norway 

!ll.. -) 

Denmark 

IV ..... 

Venezuela 

V ..... 

VI ... ·i 

Per capita national income 

]J] 

Ireland 

Puerto Rico 
Trinidad and 

Tobago 

Argentina 
Austria 
Hungary 
Poland 

Chile 
Germany, Eastern 
Italy 
Union of South 

Africa 
_Uruguay 

Cuba 

IV 

Japan 

British Guiana 
Bulgaria 
Greece 

Costa Rica 
Federation 

of Malaya 
Jamaica 
Mexico 
Panama 
Yugoslavia 

Borneo 
Territories 

Spain 
Turkey 

y 

Ceylon 

Albania 
Paraguay 
Philippines 
Romania 

Colombia 
Ecuador 
Ghana 
Peru 
Portugal 

Brazil 
Dominican 

Republic 
Honduras 
Nicaragua 

VJ 

China (Taiwan) 
Thailand 

Belgian Congo 
Cambodia 

Bolivia 
Burma 
India 
Indonesia 
Laos 
Pakistan 
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Table 7. - ISTERRELATIOSSlllP DETWEES PEIi CAPITA NATIONAL INCOME AND INFANT MORTALITY (INVERSE) 

Per capita national income 

Infant mortality l Il l Jl JV V VI 

\ 
Australia Denmark 
~cw Zealaml !'\ctherl:rnds 
Swcclcn ~orway 

I Switzerland L'nited I<ingdom 
L'nitcd States or 

America 

I Canada Belgium Austria Greece 

\ 
Czechoslovakia Ireland Japan 

II 
Federal ncpublic 

. . ( or Germany 
Finland 
France 
lsracl 

cssn Argentina Jamaica China (Taiwan) 

\ 
Germany, East• Spain 

ern 

lll Hungary 

. . ( Italy 
Puerto nico 
Trinidad and 

Tobago 

I Venezuela Poland 

\ 
Uruguay 

IV ..... ., 
Chile 
Cuba 

V 
\ 
I 

VI ..... -.. 

have been made since 1945 in health and education. 
The crude death rate, for example, has been halved 
since 1945. Ceylon is accordingly now confronted with 
the problem of maintaining and strengthening these 
social levels in the face of a rapidly rising population and 
a slow-moving national income. The imbalance created 
by this situation and the financial difficulties involved 
have been publicly emphasized. The programme out­
lined by the National Planning Council in the recently 
published Ten- Year Plan stresses the importance of 

British Guina Albania 
Bulgaria Ceylon 
Costa Rica Portugal 
Federation of nomania 

Malaya 
l\[cxico 
Yugoslavia 

Panama Brazil 
Colombia 
Dominican 

Republic 
Ecuador 
Honduras 
Nicaragua 
Paraguay 
Peru 

Borneo Philippines Burma 

territories Cambodia 
India 
Indonesia 
Laos 
Pakistan 
Thailand 

developing industry. " In order to make a sufficient 
impact on the employment situation in the background 
of a rising work-force, Ceylon will need to create a 
sizable industrial sector .... One of the major goals of 
planning would be to bring about a progressiye cha~ge 
in this structure with industry playing an increasing 
role in respect of its contribution to both employment 
and national output." 

In Thailand, the Philippines and Ceylon, as well as 
in many other countries, the quantitative school enrol· 
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ment ratio does not provide a very reliable guide to 
edu~ational attainment. In the less developed countries 
particularly, the meaning of this ratio tends to be dis­
t~rted by " repeaters ", by children enrolling and drop­
pmg out _half-way through the year, by children who do 
not stay m school long enough to become fully literate 
and by enrolments which mean very little because th; 
teachers themselves are barely literate.16 But even 
when allowance is made for these factors it is clear 
that a quite different pattern prevails in th~se countries 
from _that which appears, for example, in the Latin 
American countries (see below). 

The Borneo territories, on the other hand, provide an 
example of a completely different pattern (even though 
averages ?f three separate territories and of heteroge­
neous social economic groups are not too meaningful). 
The exploitation of oil in the Borneo territories has 
raised the per capita national income and energy con­
sumpti?n to a~out the same level as that of Japan, but 
~he e~timated mfant mortality rate is one of the highest 
m Asia and the school enrolment ratio is far below the 
level of Ceylon, the Philippines and Thailand. This is a 
pattern which reappears in varying degrees in other 
parts of the world, where the intensive development of 
a single industry, in this case oil, pushes up the level of 
p~r capita national income and energy consumption 
w!th?ut greatly affecting the percentage of population 
w1thm the modern economy, or raising the social indi­
cators which correspond more to the low level of income 
of the great majority of the population. The same 
pattern will be found in some countries in Africa and in 
Latin America. 

Latin America is a semi-developed or unevenly devel­
oped rather than an underdeveloped region. This is 
reflected in the distribution of countries by per capita 
national income group; 16 in contrast with Asia, it is the 
small countries that fall at the lower end of the scale. 
All of the large countries have some industries and some 
types of commercial agriculture that are sufficiently 
productive to afford an adequate level of living to their 
workers as well as a surplus for investment, and some 
districts in which these industries predominate. The 
same countries support relatively large urban strata that 
enjoy high incomes, and important commercial and ser­
vice groups dependent on them. The level of urbaniza­
tion in Latin America is much closer to that fotmd in 
Europe than in Asia. In spite of recent progress in indus­
trialization, however, each country also has a low­
income economy, mainly rural but including artisans 
and a rapidly growing urban sub-proletariat, of very low 
productivity and consumption. In view of the high rates 
of population increase, the absolute size of the latter 
sectors has not been reduced and levels of living in them 
remain extremely low, even though the national aver­
ages have improved. The existence of the dual economy 
means uneven distribution of income and relatively low 
social indicators. 

1 • See the discussion in the 1957 Report on the World Social 
Situation, United Nations publication, Sales No.: 57.IV.3. 

1 • Group I, 0; Group II, 1; Group III, 6; Group IV, 6; Group V, 
9; Group VI, 1. 
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A disproportionate number of Latin American coun­
tries appear amongst those falling into lower groups 
under the social indicators than under the economic 
indicators. Thus, half the countries falling into lower 
groups under school enrolments and infant mortaityl 
rates than under per capita national income are Latin 
American. Because of the unreliability of the data for 
many of the smaller countries, the bar diagrams on 
chart III tend to include the larger and wealthier coun­
tries,17 but even from this selected group three countries 
show marked disparities between the economic and 
social indicators. In contrast with the Asian countries 
in Latin America only Puerto Rico shows a relatively 
high level of school enrolments in relation to the level 
of per capita national income. 

The disparity - as of the period covered by the sta­
tistics - is most striking in the bar diagrams in the 
case of Venezuela and Cuba. Venezuela falls into 
group II under per capita national income and energy, 
group IV under health and group V under school enrol­
ments. Oil has given Venezuela a level of per capita 
national income which is out of all relation to the pro­
portion of population in the modern economy. Very 
recent efforts, however, to use some of this wealth to 
transform the economy and improve social services are 
not reflected in the statistics. Some 40 per cent of the 
male labour force in Venezuela (in the period to which 
the statistics apply) found employment in agriculture, 
while only 7 per cent of the national income originated 
in agriculture. Thirty-two per cent of the national 
income originated in mining (mostly oil). In Cuba 
(where the situation may also have changed radically 
since 1959), although the groups outside the modern 
economy are relatively unimportant, and wage levels, 
even in agriculture, were higher than in most other 
Latin American countries, the one-crop economy did 
not provide satisfactory levels of living, mainly because 
of the high rate of seasonal unemployment. 

Mexico and Brazil, while extremely dissimilar, can be 
grouped together as two countries that appear to have 
entered into a period of continued economic growth, in 
which, moreover, an attempt is being made to spread 
the benefits of recent industrialization more evenly 
through the country.18 The low level of school enrolment 
illustrated in the diagram reflects the cultural lag of 
the rural population, which has been cited as one of the 
main retarding factors in Brazil's development.19 The 
problem of raising school enrolments is compounded 
by the very vastness of Brazil, where much of the rural 
population is thinly scattered in the roadless hinterland, 

17 In the case of two of the selected countries, Brazil and Cuba, 
the infant mortality rates are only approximations, and in other 
cases the official figures may be incomplete and therefore under­
state the true level of infant mortality. The exchange rate raises 
particular problems for national income figures in the case of 
Argentina, Venezuela, Brazil and Chile. 

18 See " Synthesis of a Socio-economic Typology of the Latin 
American Countries", prepared by Rev. Roger Vekemans for 
the Expert \Vorking Group on Social Aspects of Economic 
Development in Latin America, December 1960. 

1 • Economic Growth: Brazil, India and Japan. S. Kuznets, ed., 
Durham, N.C., Duke University Press, 1955. 
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rather tha,~ grouped in villages, and lives to a great 
extent outside the Lounds of the market economy. 

Argentina and Chile arc examples of countries in 
which a majority of the population has been literate 
a_nd within the modern economy for some years. Argcn­
tma shows a pattern relatively close to that of econo­
mically de,·elopcd European countries, although it is 
not currently in a phase of economic expansion. In Chile, 
the infant mortality rate indicates a health level rela­
tively low compared with the level of the other indi­
cators. 

In Puerto Hico, lhe rapi<l development of lhe past 
ten years has transformed the structure of the economy 
and has bel'n accompanied by a declining birth rate; 
the rate of natural increase is now down to 1 per cent 
pu annum. Education all() public health, particularly 
prewntive medicine and nutrition, have been given high 
priority in the context of dcvelopmcnl, and this is 
retlcctc<l in the relatively high level of lhc two social 
indicators, particularly the school enrolmenls. 20 The 
Puerto Hiean pattern has more in common with that 
found in some European countries than with that of the 
majority of Lalin American countries. 

From the bar diagrams of European countries in 
chart IV, il can he seen that lhe variation between the 
social and economic indicators is much smaller than in 
the case of the selected Asian and Lalin American coun­
tries, particularly among the high-income countries in 
Europe. ll is doubtful whether too much should be 
made of the small variations in pattern lhal do exist and 
only one or two general comments will be made. From 
their dcYelopmenl profiles, there seems, for example, to 
he a group of high-income countries, including Den­
mark, ;--.;orway and the Netherlands (also Finland and 
Switzerland, which arc not given on the chart) which 
arc nol among the most industrialized, as measured by 
energy consumption, but have high-income agricultural 
sectors, and which show very high levels of health and 
relatively lower school enrolments. I\lany explanations 
can be ofTercd of this. The low infant mortality rate may 
be due to the quality of the national health services; it 
may also he due in part to the fact that, whereas in­
comes (and health levels) in rural areas ordinarily tend to 
he lower than urban districts in developed countries, 
in these particular countries the rural incomes have 
been brought closer than usual to urban incomes. 21 

Both lhe Norwegian and Netherlands case studies to be 
issued separately emphasize the high priority given in 
the period following the Second \Vorld \Var to measures 

20 See " Planning for Balanced Economic and Social Develop­
ment in Puerto Rico" (E/CN.5/346/Add.2): "The education 
profession might question whether the purpose of education is to 
assist economic development. \Vhile it is true that such is not 
the primary aim of education, economic growth will be retarded 
by the lack of an educated and trained labour force. Actually, 
in Puerto Rico the educational demands of economic develop­
ment were found to be greater than those set by social targets." 

21 This hypothesis is consistent with the observation that in 
highly developed countries like the United States, where a sub­
stantial differential in rural-urban incomes exists, infant mortality 
rates tend to be higher than would be expected from the level of 
economic development. 
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taken to secure greater equality of incomes, particU• 
larly as between agricultural and industrial worken. 
The relatively lower level of school enrolments, on the 
other hand which shows up particularly clearly in tl_1e 
case of Denmark, may well be due to a difierence in 

definition and coverage of the statistics, or to the qua­
lity of education (which can reduce the number of 
years required in school to reach a given level of accom­
plishment), or it may also be associated with the rela­
tively greater importance of the agricultural sector -
children in agricultural families usually do not take as 
much formal education, particularly vocational train­
ing, as do those in the urban-industrial milieu. By 
way of contrast, several of the most highly industrialized 
countries in Europe, such as the Federal Republic of 
Germany and Belgium, where the energy consumption 
is high in relation to the level of per capita national 
income, show a comparatively high level of school 
enrolments and in some cases a slight tendency to fall 
in a lower group under infant mortality. 

Amongst the European countries included in chart IV. 
Ireland and Greece stand out by virtue of the higher 
level of both social indicators in relation to the economic 
indicators. Ireland is in the exceptional position of 
having a declining population due to continued emigra­
tion, which in turn is due to lack of economic opportu­
nity. As in the case of Ceylon, the economic lag in rela­
tion to the social situation has been publicly recognized 
and new policies have recently been established to deal 
with it. The Programme for Economic Expansion. 
outlined by the Irish Government in 1958, pointed out 
that the contribution by industry to the national 
income was much below that of the average for coun­
tries belonging to the Organization for European 
Economic Co-operation and that the only way to raise 
living standards and provide employment opportunities 
was to increase production. It is stated in paragraph 7 
of the Programme that 

"there is general agreement that productive capi­
tal expenditure - productive in the sense of yielding 
an adequate return to the community in competitive 
goods and services - must receive a greater priority 
than at present in the public capital programme. It 
is on this fundamental principle that the present pro­
gramme of economic development is based. The 
social capital investment of past years has given u~ an 
infrastructure of housing, hospitals, commumca­
tions, etc., which is equal (in some respects perhaps 
superior) to that of comparable countries. What is 
now required is a greater emphasis on productive 
expenditure which by increasing national outp~t.­
particularly of goods capable of meeting compet1t10n 
in export markets - will enable full advantage to be 
taken of that infrastructure and in due course make 
possible and indeed necessitate its further ex~ensio~. 
The expected decline in social capital expenditure m 
the coming years will afford the opportunity - and 
underlines the necessity - of switching resources to 
productive purposes. " 22 

•• Programme for Economic Expansion, Dublin Stationery 
Office, 1958 (Pr. 4796). 
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Chart III 
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Chart IV 

SELECTED COUNTRIES IN EUROPE 
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In the case of Greece, the high leYcl of social indica­
tors, particularly health, in relation to the economic, is 
al first sight a little diflicult lo reconcile with the over­
all picture of the Greek economy, including the wide 
regional and urban-rural income di!Tcrentials that are 
know11 to exist. To some extent, the relatively low infant 
mortality rate may !Jc related lo the climate and the 
water supply system, as well as to the secular fall in the 
birth rate. ll is also significant thal Greece, as well as 
Italy and Spain, ranks relaliYely high in the 1111m!Jer 
of physicians a\'ailalilc in relation to the size of the 
population. 

Czechoslovakia has been included on chart IV, 
although the centrally planned economies of Europe 
raise special problems as to the compara!Jilily of the 
nalio11al income figures, because of exchange rate diffi­
culties and the range of error iu making an allowance 
fnr ~:ervices (sec notes lo table ii). On the whole, these 
countries appear lo follow the pallern of the industrial­
ized west European countries, except that in nearly 
all of them the lenl of energy consumption is relatively 
more advanced than the estimated leYcl of per capita 
national i11come. 

Countries of Xorth America and Oceania have been 
included in chart V for comparati,·e purposes, although 
the question of fixing the appropriate top limit to group 
I creates cerlnin methodological difficullies. In per capita 
national income and energy consumption, for example, 
the United States of America falls outside the probable 
limits of group 1, and, to be strictly accurate, should be 
in a separate group of its own. i.'\cw Zealand, on the 
other hand, achieves the distinction of having its educa­
tional enrolment slightly ahovc the top level of countries 
included in group 1. At the same Lime, New Zealand is 
rclatiYcly low in its level of industrialization as measured 
hy energy consumption. The levels of school enrolment 
and the infant mortality rate indicated in the United 
States of America diagram, while indicating high 
achievement are lower than might be expected from the 
very high level of per capita national income and energy 
consumption. This ,vould appear to reflect Ll1c existence 
of "pockets" of ]ow-income groups in the country, par­
ticularly in certain rural areas (see chapter I on ru:al­
urhan difTercntials) and among the negro population. 
The level of school enrolment would undoubtedly be 
higher, on a comparative basis, if higher education 
enrolments were also taken into account in the school 
enrolment indicator. 

PATTERNS OF DISTRIBUTION 

OF INCOME AND WELFARE 

It has been suggested in the previous section that 
many of the differences in social-economic patterns can 
only be explained in terms of the underlying social and 
economic structure and the distribution of income among 
difierent groups. For example, exccpti?nally low infa_nt 
mortality rates found in some high-m_come ~ountnes 
may be explained in terms of comparatively h1g)1 rural 
incomes and absence of urban-rural or other differen­
tials; correspondingly the disparity between economic 
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and social indicators, in cases where the latter aprm: 
to lag behind, is frequently an indication of inequality 
of income distrilmtion. This follows partly fron1 tht 
nature of the measures used, since the infant mortal Jty 
rate and the school enrolment ratio reflect the pcrcn­
tage of the total population afiected, whereas nati 0 !d 
income averages arc not afTcclcd by the distrillulH1 

pattern. 

In the Preliminary Report on the ·world Social Situa­
tion, 23 figures were cited for selected countries v,; h ich 
suggested that, around 1950, inequalities of income 
\\'crcg realer in less developed countries than in dc....-el­
opcd counlrics, and that in the case of such high-inc?mr 
countries as Canada, Denmark, Sweden, the United 
Kingdom and the United States, the richest tenth of t!H 
population received in recent years around 30 per cent 
of the total income before Laxes, while in several le:-! 
devclopccl countries the share varied from 33 per cent , 
to over 40 per cenl. 

l\lorc recent figures· 2t hear out this sugge_sti~rn. 
although it is clear that there is a good deal of vanat10n 
within the less dcvclopccl countries, owing parlly to 
difTcrcnt methods of estimation and also to different 
pallcrns and levels of development amongst l~e Ies,c: 
developed countries themselves. The hypothesis h_as 
been put forward that marked inequality of income clif-­
tribution may be characteristic of a partially developed 
economy in the process of change and that, J:>rio_r to. the 
beginning of industrialization, the income d1stnbut10ns 
may have been less uncqual. 26 

The very scattered figures that are available suggest 
that, as a rule, inequality of income distributi_on is 
greater in Latin America than in Asia. A recent estimate 
indicates that, in Mexico in 1957, 16 per cent of the 
population, composed of the families in the h~gher 
income brackets, received 56.5 per cent of total nattonal 
income. In Venezuela, in 1957, 12 per cent of the popu­
lation comprising the higher income groups obtaine? 
49 per cent of the total income, whi)c a v~ry rough esti­
mate for Brazil indicates that the higher mcome groups 
(17 per cent of the population) received 63 per cent of 
the national income. 26 

" United Nations publication, Sales No.: 52.IV.11, p. 132. 

•• T. Morgan, "Distribution of Income in Ceylon, Puerto Rico, 
the United States and the UK", Economic Journal (London), 
December 1953. Also "Income Distribution in Developed and 
Under-developed Countries: A Rejoinder ", Economic Journal, 
March 1956. 

» M. G. Reid, "Survey of Ceylon's Consumer Finances, A 
Review Article", American Economic Review (Evanston), Decem­
ber 1956. 

2• Jorge Ahumada, "Economic Development and Problems 
of Social Change in Latin America". Paper prepa~ed for the 
Expert ·working Group on Social Aspects of Economic Develop­
ment in Latin America, UNESCO/SS/SAED: LA/A-1, Dece1:1ber 
1960. The writer suggests that, "on the ba~is of the da~a cite~, 
and other additional statistics, it can ~e e~tlmat~d that 111 La~m 
America as a whole, during the penod 1mmed!ate~y followu:~ 
the war not more than 20 per cent of the populat10n 111 th~ upp 
income brackets received not less than 60 per cent of total mcome 
leaving the other two-fifths for the remaining 80 per cent of the 
population". 
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Table 8. - D1STRIDUTION OF INCOME IN TIIE UNITED STATES 
OF A~IERIC!\, TIIE USITED K1soool1 AND INDIA 

Percentage of Iola/ income Percentage of Iola/ income 
received before laxes receil'ed after taxes 

C:niled United 
States Slates 

of United of United 
.tmerica J(inl/dom India America Hingdom India 

Spen<lino units • /95Z /95Z /955/56 1952 /95Z 1955/56 

Top 10 per cent •.•..•..•• 31 30 31 28 2G 33 

Top 20 per cent ..••••..•. 4G 4-i 47 43 40 46 

Top 50 per cent •••••••••• 77 75 75 76 7-1 74 

Sourus: Figurrs for the Unitrd l(ingdom and the United States of Amerira from Lydnll nncl 
J.:rnsing, • A Comparison of the Distribution of Personal Income and \\'eallh in the US and Grrat 
Britain", ,\merira11 l:rorwmic 1/cz•iru> (Evanston), ~larch 1 a5!l. Figurrs for India from H. F. Lyclnll, 
k The Inrquality of Indian Incomes", The Economic Weekly (Dornb::iy), Special Nmnber, 
June IOGO. 

• • Income rerei\"ers" in the case of the estimate for Ind in. 

On the other l1and, the figures for Ceylon do not 
reflect such a high degree of inequality. A recent esti­
mate of income distribution in India, made by combin­
ing sample sun·cy and income tax data, also shows a 
more c'\'cn distrilmlion of income when compared with 
the Lalin American examples, although a Jess even 
distribution than in more industrialized countries. In 
table 8, the figures for India arc given with the figures 
for the United l{ingdom and the United States of 
America for purposes of comparison. The distribution 
both before and after income tax is given, which shows 
very clcarly tbe efTect of progressive income tax in 
both the United Slates of America and the United 
Kingdom on the top 10 per cent of income receivers in 
comparison with India. 

If it is even approximately true to suggest that in 
Latin America 80 per cent of the population of a country 
may in fact receive only 40 per cent of the natio~al 
income, and in Asia that 80 per cent of the population 
may receive only 55 per cent of the _(v~ry much lower) 
income, it fol1ows that the great maJority of the popu­
lations of these countries are living at considerably 
lower levels than is implied by the national averages, 
with all that this means in terms of human welfare or 
lack of welfare. 

The use of deciles or co-efficients of concentration to 
describe the distribution of incomes is more valid for 
the more highly developed and economically and socially 
integrated countries than for countries in the lower three 
income groups, where such over-all meas~res tend to 
obscure the crucial fact that the populat10ns are not 
homogeneous and that it is the dis~ribution_ b~tween 
major social-economic groups that 1s the s1gmficant 
factor. In the less developed countries, the most signi­
ficant gap is usually between the " modern" economy 
and what may loosely be called the " traditional" eco­
nomy. This partly coincides, but not entirely, w~th the 
difTerence between market economy and the subsistence 
sector, because the traditional economy may also pro­
duce for the market. It partly coincides, but again not 
entirely, with urban-rural differences; the modern sector 
is mainly urban and the traditional mainly rural, but 

there is today a growing transitional group, consisting 
of nnskilJcd and under-employed workers who ha-..~e 
drifted into the towns and who no longer have a tie 
with the land, but who have not been absorbed by the 
modern economy. Very often the gap between ~he 
modern and traditional economy is associated with 
ethnic diITerences. It may also be associated with 
regional difierences within countries. 

Thus, in spite of wide difierences in national average 
per capita incomes, there is considerable evidence th~t 
practically all countries of Africa~ Asia ~nd. ~atm 
America have sectors ranging from s1zablc mmorities. to 
overwhelming majorities that have real per capita 
incomes calculated by present methods of measurement 
at $50-$75 per annum. 

In Latin America, although average per capita income 
for the region as a whole is considerably higher tha7: the 
regional average for Asia and Africa, a few natwnal 
studies of internal distribution of income suggest that 
the levels of the depressed sectors of the population are 
rather similar throughout Latin America and not very 
far from those of the masses in Africa and Asia. In 
Ecuador, a study prepared by the Departamento de 
Jnvestigaciones Econ6micas of the Banco Central 27 

divides the population into three strata by income: 

Socio-economic 
stratum 

Number Average annual Tola/ income 
of persons income in S US in $ US 

High • • • • • • • • • • • • • • • • 42,087 

Middle • • • • • • • • • • • .. • 807,148 

Low................. 2,717,482 

2,062.2 

195.0 

100.4 

86,800,000 

157,400,000 

272,800,000 

The study goes on to point out that the "low" stra­
tum includes a sub-stratum of Indian agricultural 
labourers, who participate in the monetary economy 

n "Estimaci6n del Ingreso Atribuido al Sector de Auto­
consumo del Ecuador en 1954 •, United Nations, ST/STAT/ 
CONF.7/L.11. 

I 
L 
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hardly at all. About 440,000 of these receive no mone­
tary income and about 600,000 receive an average of 
about 40 per cent of their total imputed incomes in 
money. The average per capita imputed income for 
these two groups is between $30 and $40 annually, 
"which barely serves to maintain them at a subsis­
tence level". 

In Ecuador the depressed sector of the population is 
almost entirely Indian, but the gap in incomes appears 
to be as wide in the non-Indian countries. In Venezuela, 
according to estimates made by a team of economic 
consultants, the average private income (of heads of 
families, etc.) in Caracas in 1957 was 14,500 bolivars per 
annum (about $US 4,200), in rural areas only 1,500 boli­
vars (SUS 430). 28 In 1955, the national per capita 
income was calculated at 2,237 bolivars ($US 660) 
while field inquiries in five sample communities in the 
main agricultural regions of the country found an 
average net per capita income among small cultiva­
tors - including the imputed value of home-produced 
foods - of about 125 bolivars ($US 37). 29 These figures 
illustrate in extreme form the lag between the modern 
and traditional sector in Venezuela, which to a large 
extent lies behind the pattern of discrepancy between 
economic and social indicators discussed above. 

In Asia, as indicated above, the gap between modern 
and traditional sectors may not have resulted in such 
an extreme inequality of income distribution as in the 
Latin American examples. At the same time, the modern 
sector in most Asian countries is much smaller in rela­
tion to the traditional, and the per capita national 
income, in which the two sectors are combined accord­
ing to their weights, is correspondingly lower. The 
example of the Philippines has already been cited. 
Commenting on the low level of subsistence of a large 
part of the rural population, and on the apparent dispa­
rity between tenant farmer per capita income of about 
100 pesos and the national average of about 360, 30 

the authors of the Five-Year Development Programme 
conclude that "it seems reasonable to assume that the 
rate of increase in the national income, if true, repre­
sents on the whole gains made by the Manila area and 
outside it by the higher income groups and that similar 

" Carl S. Shoup and others, The Fiscal System of Venezuela, 
a Report (Baltimore, Johns Hopkins Press, 1959), p. 22. The 
private income of the head of a family is, of course, not comparable 
with the per capita national income. 

•• George W. Hill and others, La Vida Rural en Venezuela, 
Johns Hopkins Press, Caracas, 1958. 

80 See The Five Year Economic and Social Development Program, 
op. cit., p. 4. " This low level of per capita national income for 
the whole country seems indicative of the conditions of poverty 
and want characteristic of the rural areas where a majority of 
the people live and are engaged in agricultural pursuits marked 
by primitive methods and practices that have often not been 
touched by technological progress for centuries . • . available 
information suggests that the per capita cash incomes in selected 
barrios in Central Luzon in areas where the tenancy system predo­
minates ranged from 96 to 107 pesos per farmer (as distinct from 
a national average of about 360 pesos). This seems to confirm that a 
large part of our rural population has incomes still close to bare 
subsistence levels." 
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gains in the other sectors of the economy have not 
materialized. For the country as a whole, this repre­
sents a somewhat lopsided development." 

The gap between modern and traditional economies 
is found in exaggerated form in those countries where 
the modern sector is run by a small minority, and where 
the already great economic differences are intensified by 
ethnic differences. The average level of income of the 
African population, in countries where there is a signi­
ficant European population, bears little relation to the 
national averages. There is some evidence 31 that the 
average African per capita incomes may be higher in the 
typical peasant cash crop (export) economies than in 
those countries where foreign settlement and invest­
ment in mining have provided the spur to the develop­
ment of the modern economy, although national aver­
ages may be higher in the latter. 

These different patterns of distribution, which are 
affected by different structural pattern's, have impor­
tant welfare implications. In general, those countries 
showing considerable "imbalance" between economic 
and social indicators have greater inequality of income 
distribution, either because of the heterogeneous nature 
of the population or because of investment - usually 
foreign - in a single field, the benefits of which are not 
widely diffused through the population. The imbalance 
is greatest in countries where diffusion of income is 
made more difficult by rigidities in the social-economic 
framework due, for example, to antiquated land tenure 
systems or to racial cleavages which accentuate already 
sharp economic cleavages. 

CONCLUSION 

It has been suggested in chapter II that, while it is 
very difficult to define balance, it may be possible to 
define evident imbalance. In the preceding paragraphs 
an empirical analysis has been made of the existing 
interrelationships between selected economic and social 
indicators in a large number of countries. If countries 
are grouped under these indicators, it seems from an 
examination of the data that those countries where 
considerable discrepancies exist between the economic 
and social indicators ("considerable" in this case 
meaning a two-group difference) are usually countries 
where the existence of social or economic strains reflect­
ing this disparity are widely recognized; especially 
where the economic indicators are much higher than the 
social, political strain and instability are also apt to be 
quite marked. 

It may turn out that, in the light of the country's 
background, there is some obvious reason for the discre­
pancy. But in many cases, the discrepancy is openly 
recognized as a gross imbalance and measures have 
been or are being taken to counteract it. This at least 
provides a clue to what is meant by imbalance. 

81 See Lord Hailey, African Survey (Oxford University Press, 
revised edition, 1957), p. 1275. Also figures on African income in 
a recent report on general economic development in the Non­
Self-Governing Territories (United Nations, A/4166). 
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On the other hand, smaller tli!Terences (difTcrenccs of 
one group or less) appear to lie a normal occurrence and 
part and parcel of the process of development. There 
arc in fact onlv a few countries whieh would show more 
or less level .: profiles", and these arc not necessarily 
among~t the most dynamic al the present lime. 

Thus, while in some cases>n uneven pattern appears 
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to reflect a negative situation in that total developme_nt 
is held hack !Jy a lagging factor, in other cases the dis­
parity appears to lie a step in a dynamic forward­
moving process. A more detailed study of trends ov~r 
time will be needed to throw light on the relationship 
!Jelween the cross-section patterns analysed here and 
the long-term process of economic and social develop­
ment. 



Chapter IV 

EXPENDITURES FOR SOCIAL PURPOSES 

A quantitative appraisal of social programmes on a 
comparative basis must rely to a considerable extent on 
expenditure data, the best single measure of the allo­
cation of national resources. 1 These statistics, however, 
have serious limitations. 2 Although indeed helpful, and 
convenient to use, they do not in themselves provide 
a sure test of how strong an effort a country is making 
in the social field, or of how well balanced its social and 
economic programmes are. This is partly because the 
available figures are incomplete and of uneven value, 
but it would also be true even if solutions were to be 
found for all the conceptual and practical problems in 
obtaining and presenting expenditure data. As a safe­
guard against the drawing of unwarranted conclusions 
from the data to be presented here, both these points 
need first to be considered in some detail. 

LIMITATIONS INHERENT IN EXPENDITURE DATA 

Apart from the deficiencies that can, in time, be 
overcome, there are at least three kinds of limitation 
inherent in even the best and most complete expendi­
ture data, for an inquiry in a field such as this. First, 
expenditures may be misleading even as a purely 
financial index. In the public sector, information on 
revenues, too, will sometimes be required for a com­
plete picture of the financial support that social pro­
grammes are receiving from investment and budgetary 
policies. Tax exemptions granted to non-profit insti­
tutions of an educational, religious or philanthropic 
character have much the same end-effect as grants or 
subsidies to them; yet in governmental accounts, they 
reduce revenues rather than increase expenditures. 
Further examples are government loans at artificially 
low rates of interest for low-income housing, and any 
other social programmes in which a Government sup­
plies - or else, through a tax reduction, enables others 

1 Other important measures of the allocation of resources - less 
useful, however, in the present connexion - include statistics of 
labour force distribution, industrial origin of gross domestic pro­
duct, and (for some purposes) energy consumption. 

• For an analysis of many of the conceptual and practical 
measurement problems touched on in this chapter, see N. T. Wang, 
" Some Problems of International Comparison of Public Social 
Expenditures", Indian Economic Review (Delhi), vol. II, No. 2, 
1955. See also chapter XII, "Financing of Programmes of Social 
Development", in United Nations, International Survey of 
Programmes of Social Development, Sales No.: 55.IV.8; and Econo­
mic Survey of Asia and the Far East, 1960 (Sales No.: 60.11.F.1), 
Part II - " Public Finance in the Postwar Period ", especially 
chapter 2 - " Government Expenditure ". 

to supply - a commodity or service at a concessional 
price. 

Social measures that operate by way of reduction of 
revenues are quantitatively important in some cases; 
especially when income taxes come to play a major 
part, they create opportunities for a multiplicity of 
specific exemptions and deductions, quite aside from 
their general redistributionist character. For example, 
Norway grants children's allowances, but also allows 
tax deductions for children, in the direct income tax 
payable to the State and the municipalities. In the 
fiscal year 1956-57, the estimated amount of the deduc­
tions was nearly 2.5 times the amount of the allowances 
and was equal to 20 per cent of the outright social 
expenditures (or 16.8 per cent of a combined total 
inclusive of the deductions themselves). 3 On the other 
hand, Governments may also levy charges for medical, 
educational or other social services rendered, and, to 
that extent, revenues are increased. A Government's 
net social expenditures, after deducting such charges, 
may be significantly less than its gross expenditures -
a further point to be borne in mind when international 
comparisons are undertaken. 

A second limitation - in this case, a limitation of 
the data for the private sector - is that these financial 
data leave out of account that part of the national 
input of resources which takes place directly, without 
transactions in money. In justice to this subject, it 
should be emphasized that something much broader 
than a conventional statistical problem is involved. 
Non-monetized investment and other non-monetized 
transactions are typical of traditional rural subsistence 
in under-developed countries and may consequently 
represent a very substantial fraction of the national 
effort. Only a small part, however, is given an imputed 
value enabling it to be reflected in systems of national 
income accounts, while the rest goes unnoticed statis­
tically. Hence the magnitude of the income and invest­
ment of under-developed countries tends to be under­
estimated in relation to the advanced countries, and 
an element of uncertainty is introduced regarding the 
relative magnitude of the under-developed countrie~• 
efforts in the social field. Probably in most cases their 
capital formation figures tend to understate the social 
side in relation to the economic side.' Housing may 

• • Planning for Balanced Social and Economic Development 
in Norway" (E/CN.5/346/Add.3). 

• See section 4, where the view is analysed that figures for 
current and total government expenditures sometimes overstate 
the social side in relation to the economic. 
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often form a larger percentage share of non-monetized 
investment than it docs of monetized investment, so 
that figures limited to actual expenditures will signi­
ficantly understate the attention lliat housi11g is recei,·­
ing i11 the allocatio11 of the nation's resources.& Even if 
a particular countrv's non-monetized investment is 
going i11lo land impr~vemcnt and other economic items 
to a greater absolute extent than into social ilrms such 
as houses, schools and clinics, its monetized i1westmcnt 
will he apt lo fayour the economic side still more. 

The third and most fu11damcntal limitation of expen­
diture data as an index of social progress is that pro­
gress ohYiously depends not only on the quantum of 
expenditure and effort put in, hut also 011 qualitative 
factors i11 the broadest sense of the term. The rate of 
social development will, lo he sure, tend lo reflect the 
volume of resources assigned with that end in view, 
other things being cqual. 6 llut it is also necessary to 
a,k how appropriate a country's social programmes 
arc in relation to the current possibilities; how well 
thry arc orgauized; how cITcctivcly they arc carried 
out - judging this in human as well as technical terms 
and considering at the same time the prices paid to 
achicYc what they do accomplish; how well qualified 
the teachers arc to teach, for example. In the final 
analysis, the main interest attaches to results, or output, 
rather than to the monetary (or non-monetary) input. 
As a step in the direction of measuring results, many 
Governments arc devoting increased attention to "per­
formance budgeting", or budgeting in "real" or phy­
sical terms (e.g., number of hectares planted with trees, 
number of students enrolled in trade schools, number 
of patient-days in general hospitals, number of tax 
investigations conducted) and not in financial terms 
alone. 7 No doubt the most important factor of all, in 
the equation involving expenditures and results, is 
the institutional or policy environment. At a particular 
juncture it may be that certain governmental actions -
rnch as measures of land reform, or beneficial labour 
legislation, or other measures in the interest of social 
justice, or an efiectivc full employment policy, or a 
decision to publicize and support family planning -
may cost comparatively little in terms of money but 
may have large results in advancing social development. 
There is thus the clanger that an analysis in terms of 
expenditures alone may lead to undue optimism in 
some cases and to undue pessimism in others. 

It remains to be noted that the interpretation of 

• Housing as such after deduction of extraneous elements. 
Quantitative estimates should in particular allow for the fact that, 
where a single structure serves both as a house for the owner and 
as a barn for his livestock, the latter component is clearly economic 
rather than social. 

• In the field of health, in particular, it may prove possible to 
reduce certain major expenditures (for example, the expenditures 
required to maintain large numbers of hospital beds for patients 
sufiering from tuberculosis or mental illness) once a preventative 
or cure has been found and applied. 

7 A preliminary draft " Manual on Programme and Perfor­
mance Budgeting" was prepared by the United Nations Secre­
tariat for the Third ECAFE Budget Workshop, held in Bangkok 
in Angust 1960. 
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even the best of dnta on social expenditures is suhjett 
to basic conceptual diJiicultics as \\'ell. In particular, 
what is "social"? and should all such cxpcnditurn 
he counted, or only "devclopmenlal" expenditures) 
Hegan.ling the first of these questions: should housing, 
for example, he considered au economic item, as some 
Governments do consider it, or should it he considered 
a social ilcm, as is done in ,1 Jimwal for Economic and 
FHncliorwl Classification of Govcrnmml Transactions? 1 

The point is dc)Jatah\C', of course, since housing has 
hoth economic and social e!Tccls, even in the first 
instance as well as in the longer nm. Here the classi­
fication scheme used in the j1Jan11al is followed (and 
applied to the private sector as well, to the extent that 
it is relevant and clata arc availahlc), with (1) education 
(2) hcallh; (3) social security and special welfare ser­
vices; and (,1) other social services as the main social 
categories, and with housing included under "other 
social services ". 9 Developed in consultation with gover~­
ment experts in the several regions, the ~Manual 1s 
being widely consulted as Governments in increasing 
numbers underlakc the wort of reclassifying their 
accounts on both an economic and a functional basis. 

Regarding the kinds of expenditure to be considered 
it would seem, in principle, that an analysis of social 
and economic development should he concerned with 
developmental expenditures only, and should omit all 
others. Moreover, in this connexion there arc many 
attractions in the idea of distinguishing a new category 
which is not simply capital expenditures under a different 
name but which includes also certain recurring or 
current account expenditures that promote devclopme~t 
(as a minimum, for example, those devoted to agn­
cultural extension, scientific research and technical 
education) and excludes certain capital expenditures 
that do not (for example, some of those devoted to 
public buildings and monuments). A number of Govern­
ments do, in fact, embody this kind of distinction in 
their development plans, or in some cases they adopt 
so-called developmental budgets as a supplement to 
their regular budgets.10 However, the definitional 
problem presents such serious difficulties that, up to 
the present, no generally agreed basis has been found 
for deciding which expenditures are developmental 
and which are not. In the present chapter, therefore, 
both capital and current expenditures for social pur­
poses are considered, to the extent that data are 
available. 

• United Nations publication, Sales No.: 58.XVI.2, pp. 145-147. 

• Certain modifications are however, incorporated: highways 
are here included under eco~omic services, and various urban 
services (water supply, sewerage and refuse disposal, e~c.) are 
where possible included under social services - these ?emg the 
most significant of the detailed modifications suggested m furt~er 
discussions since the Manual was issued. See Report of the_Th1rd 
Workshop on Budget Reclassification and Management m the 
ECAFE Region (E/CN.11/L.85), pp. 60-62. 

10 Given an intermediate-term plan (say for five years), annual 
budgets will tend to represent short-term adaptations or modi~­
cations of the financial side of this plan as far as the Governments 
proposed action is concerned. 
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THE COMPARATIVE LACK OF INFORMATION ABOUT 

PRIVATE SOCIAL EXPENDITURES 

The first difficulty arising not from inherent limi­
tations but from the under-developed condition of the 
existing social expenditure data is the relative absence 
of information about the private sector's social expen­
ditures. \Vhat is available is mostly government expen­
diture statistics.11 Government expenditures are, indeed, 
often the crucial factor in accelerating a process of 
economic and social development; it is scarcely necessary 
today to emphasize the importance of budgets for 
economic policy - their actual and potential influence 
on short-term stability and on the rate and direction 
of long-term growth. 12 However, in framing their expen­
diture policies, Governments· necessarily take into 
account the known or likely private expenditures in 
their own countries. Similarly, information about the 
expenditure patterns of other Governments can be 
fully useful to them (enabling them to decide on whether 
or to what extent such patterns provide good models 
for them to follow) only if the other countries' private 
expenditure patterns and public-private expenditure 
ratios are available for comparison with their own.13 

Total government expenditures vary widely in 
relation to aggregate expenditures on the gross national 
product (GNP) - from about 10 per cent to nearly 
40 per cent 14 among the countries and dependent terri­
tories shown below in table 3, and up to 59 per cent 
among the countries with centrally planned economies 
shown in table 4. Tradition and social philosophy 
clearly play a leading part in these inter-country varia­
tions, and in the (to some extent independent) inter­
country variations of public-private ratios in specific 
fields, for which few estimates exist. A Government 
with multiple claims against its limited financial resour­
ces may also, as a purely pragmatic matter, restrict its 
expenditures in areas where private agencies are already 
active. 

Private non-profit institutions are often important 
in the social field - in education, usually above the 
primary level; in health, usually outside the fiel~ of 
measures against mass diseases; in housing; in var~ous 
social welfare activities. As is stressed in the next sect10n, 
local (as distinct from central) government can also 
be expected to play an important part. Moreover, an 
activity may be carried out privately although financed 
by government grants or loans, and sometimes a publicly 

11 Except as otherwise noted, all expenditure data used in this 
chapter come from official national sources or from United Na~io?s 
publications such as the Yearbook of National Accounts Statzstzcs 
and the Statistical Yearbook. The analysis is limited to data 
available to the Secretariat on 1 February 1961. 

12 See, e.g., Economic Commission for Latin America, "The 
Fiscal Budget as an Instrument in the Programming of Economic 
Development", E/CN.12/521. 

1a This can be illustrated by comparing United Kingdom 
expenditures in the field of health with those of the United States 
of America. See table I and related discussion. 

a A figure which has, of course, been greatly exceeded i~ time 
of war. Technically speaking, total government expenditures 
consisting partly of transfer payments cannot be cons~dere~ a 
pure percentage of GNP; this point is discussed in connex10n with 
tables 1 and 3 below. 
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owned industry may raise its finance privately in the 
capital market. Thus, when a statistical picture is 
sought of a country's expenditures for any given pur­
pose - education, for example - many complications 
arise, as the accompanying chart 15 shows in a schematic 
way. Costs of the schooling provided under various 
auspices would be collected in the column at the right; 
costs lo the various parties helping to finance education 
would be added in the row at the bottom.16 

Information depicting the social expenditures that a 
country as a whole is making could logically be pre­
sented within the framework of a system of national 
income accounts. However, national income accounts 
and questionnaires are not at present drawn up in such 
a way as to yield information of this kind.17 The United 
Nations and the specialized agencies concerned are 
studying the conceptual and practical problems to be 
solved before asking Governments to provide such 
information on a uniform basis in the future. 

Aggregate (i.e., public plus private) capital formation 
in dwellings is the only capital outlay for social purposes 
which can be identified from the national income 
accounts. The first column of table 1 summarizes the 
latest information available, showing gross capital for­
mation in residential buildings as a per cent of GNP for 
thirty-three countries in various stages of economic 
development,18 The data have been averaged over a 

16 Reproduced from Economic Bulletin for Asia and the Far 
East, December 1959, p. 37. 

10 A partial picture of where the money for social programmes 
comes from is sometimes available, especially within the field of 
social security proper, for which the International Labour O~ce 
publication, The Cost of Social Security (Gei:eva, 1958) g1".es 
receipts and expenditures break-downs for thirty-two countnes 
as of 1954. The sources of the funds which (disregarding a~out 
3 per cent added to insurance funds) were paid out of. vanous 
government accounts as social expenditures in Norway m fis~al 
year 1956/57 are given in det~il in " Plan~ing for_ Balanced ~ocial 
and Economic Development m Norway , op. c1t. Exp_er.id1t~~es 
on education and housing are not included. The mumc1pal!t1es 
constituted the most important source in the aggregate, followed 
by the state, the population (premiums and special taxes) a~d 
employers (premiums etc.) in that order. Analysed by mam 
categories of expenditure, the sources ranked as follows: 

Munici- Em- Popu-
Slale palilies players lation 

1. Health . . . . . . . . . . . . . . . . . . . . 3 
2. Employment injuries and la-

bour protection . . . . . . . . . . . 3 
3. Unemployment, employment 

exchanges, etc. . ......... . 
4. Old age, disability, etc ...... . 
5. Family welfare ............. . 
6. General unspecified aid ..... . 
7. Benefits to war-injured persons 
8. Calculated tax deductions for 

children ................ . 

3 
3 
1 
2 
2 

1 

2 4 

4 
2 
2 
1 

2 

1 

1 
4 
4 

1 

2 

1 
1 
3 

1 

" See A System of National Accounts and Supporting Tables 
(United Nations publication, Sales No.: 59.XVII.11). 

10 Data for certain countries with centrally planned econom!es 
yield the following approximate percentages of net matenal 
product (see table 4 for the concept of material product) in 1~57 
or 1958: Bulgaria, 0.5 per cent (covers centrally plann~d ~ousmg 
investment only); Hungary, 2.1 per cent (State housmg 1_n".est­
ment); Poland, 2.7 per cent (housing investment in the sociahze_d 
sector); USSR, 2.9 per cent (housin? investf.llent excluding pri­
vate investment and investment with special funds of enter­
prises); Yugoslavia, 5.6 per cent (total housing investment, 
including private), 



Report on the World Social Situation 

PnoV[SI0:-1 .-1.XD FIX.-1.SCING OF EDUCATIONAL SERVICES 

,\ = likely to 1,e significant; ll = moderately significant; .. = negligible 

Fi11ancerl b!J 

Public sec/or Private sec/or 

Provi11cial 

Toto! 
expenditure 

for providing 
educnlio11al Cenlrnl a11,I local 

Gvvernmenl governmcnls l1011selzolds En/er prises services 

J>u bt ic sector 

Central Government • . . . ,\ 

Provincial and local 
governments 

l'rh>atc sector 

:\'on-profit institutions .. 

En tcrprises ........... . 

Total cxpcncllturc for llnan­
cin{; educational services 

A 

B 

five-year period, generally ms l-58, in order as far as 
possible lo minimize cyclical 11ucluations.1i Secondly, 
it is possible in the case of a few countries 20 lo obtain 
(again from national income statistics) an estimate of 
the extent lo which private consumption expenditure 
is devoted lo health purpose, as well as (from budget 
statistics) a concurrent figure for governmental expen­
ditures on public _health. 21 In the third column of table 1, 

1 ' The cyrlc is only p:utly eliminated, since boom conditions 
tended to prevail in housing construction throughout this period 
in a number of the economically developed countries of the west. 
However, the averaging helps, since, within this period, in two­
thirds of all countries shown, the high year was at least 20 per 
cent above the low year, and frequently (fourteen instances) the 
di/Terence was 33 per cent or more (ranging up to 110 per cent) 
of the low-year figure. 

• 0 A number of other countries report the " personal care and 
health expenses" component of private consumption not broken 
down to distinguish expenditures on personal care items (e.g., 
toilet articles and preparations, services of barber and beauty 
shops, baths and massage parlours) from health expenses strictly 
defined. These sums in 1958 amounted to 5. 7 per cent of GNP 
in the Dominican Republic; 4.8 per cent in France; 4.4 per cent 
in southern Korea; 4.2 per cent in China (Taiwan); 3.8 per cent 
in I3clgium; 3.3 per cent in Luxembourg and Peru; 2.9 per cent 
in Austria and Norway (1955-1956); 2.4 per cent in Italy; 2.2 
per cent in Finland; 2.0 per cent in the Federation of Rhodesia 
and ;-;yasaland; 1.8 per cent in Ceylon; and 1.1 per cent in Ghana. 
The average of these figures, 3.2 per cent, would be reduced to 
about 2.0 per cent if deflated to the extent found necessary, on 
the average, when excluding identifiable " personal care" ele­
ments in the case of the countries in the second column of the 
table. In the case of Yugoslavia, consumption expenditure on 
material goods and productive services included a component 
of personal care and health expenses equal to 1.9 per cent of net 
material product; in addition, a slightly larger sum was spent 
by consumers for " non-productive " health services. 

" In education, private as well as public expenditures have 
been~estimated by UNESCO for a number of Non-Self-Governing 
Territories. See Progress Achieved by the Non-Self-Governing 
Territories in Pursuance of Chapter XI of the Charier: Education 
in the Non-Self-Governing Territories (A/4131), table 2 especially. 

A 

I3 A 

B B 

these amounts, also expressed in terms of percentage 
of GNP, arc added to give an inexact but suggestive 
measure of health expenditures in those countries. The 
countries in this and several subsequent tables are 
grouped according to their 1958 per capita income 
expressed in United States dollars, based on estimated 
parities. In group 1, the estimated per capita income 
was less than $100; in group 2, $100-199; in group 3, 
$200-199; in group 4, $500-899; in group 5, more 
than $900. 22 The order within each group is alphabetical. 

The table does not, it should be emphasized, fully or 
exactly picture national expenditures for either housing 
or health in the countries concerned. With regard to 
housing, only capital expenditures on new construction 
and major alterations are shown. Government loans 
and grants for housing, being almost always for con­
struction, are likely to be reflected indirectly, but non­
monetized investments in housing are left out of account, 
although they are quantitatively important in many 
under-developed countries, with their large traditional 
or " subsistence " sectors, as was pointed out above. 
Also left out are all non-capital expenditures, notably 
rent payments by households. 23 With regard to the 
health expenditure estimates, several points should b_e 
noted. The private consumption component by defim­
tion excludes private capital formation, such as expen­
ditures for the construction of private hospitals; more­
over, the purchases at drug stores or chemists' shops 
that should be included (medicines) cannot always be 
distinguished statistically from those that should not 
(cosmetics). The government component understates , 

» Attention is called to the fact that this system of grouping 
difTers slightly as to intervals and date of measurement from that 
employed in chapter III. 

" National data on rent and water charges are published 
(combined) as a component of private consumption expenditure, 
in the United Nations Yearbook of National Accounts Statistics. 
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Table 1. - ELEMENTS JN NATIONAL EXPENDITURES FOR HOUSING 

AND HEALTH AS PER CENT OF GROSS NATIONAL PRODUCT a 

Gross domestic 
capital 

income group 

Group 1 

formation 
in dwellings 
(1954-1958 
average) b 

China (Taiwan) • . . . . . . . . 1.6 b 

Kenya................. 3.8a 
Nigeria • . . . . . . . . . . . . . . . 2. 7 b 
Tanganyika . . . . . . . . . . . . 5.2 a 

Group 2 

Ecuador .............. . 
Honduras ....•......... 
Korea, Republic of .....• 
ll!orocco •............... 
Philippines ...•.••...... 

Group 3 

British Guiana 
Cyprus •......•.•.....• 
Greece .......•......... 
Jamaica .•...•..•...... 
Japan .•.....•........• 
Malta .......••........ 
Mauritius ............. . 
Panama .............. . 
Portugal ............. . 
Puerto Rico ........... . 

Group 4 

Austria ......•......... 
Belgium ............... . 
Ireland ................ . 
Israel ................ . 
Italy ................. . 
Netherlands ........... . 

Group 5 

Canada ........•.....•. 
Denmark ........•...... 
France ................ . 
Luxembourg •........... 
New Zealand .......... . 
Norway •.............. 
Sweden ..............• 
Switzerland ......•...... 
United Kingdom ....... . 
United States of America. 

2.2 
3.4 b 
2.3 
3.2 
1.3 

3.1 b 

6,9 
4,8 

2.0 b 
3.3 
3.2 

3.2 
4.4 b 

4.4 
4.4 
2.5 
7.5 b 

5.5 
4.5 

5.0 
2.8 
4.5 
4.0 
5,1 b 
4.6 
5,3 
5,1 
3.0 
4.5 

Health expenditure 
estimates (1958) 

Government 
expenditure 

Private plus private 
consumption consumption f 

2.7 

3.2 

2.7 

2.0 de 
3,4 f e 

3.5 de 

2.9 e 

• Gross domestic product at factor cost for Kenya; gross 
domestic product at market prices for Tanganyika. 

b Average of 1957 and 1958 for China (Taiwan); average 
fiscal years beginning 1952 and 1956 for Nigeria; 1953-57 average 
for Honduras; 1952-56 average for British Guiana; average of 
fiscal years beginning 1954-58 for Japan, Puerto Rico and New 
Zealand, average of 1953 and 1956 for Israel. 

c Not an estimate of total national health expenditures: figures 
(1) exclude private capital expenditures, and,for Ecuador, Hon­
duras, Jamaica and the Netherlands, expenditures of government 
other than central government (as explained in the text, this is an 
especially important limitation iu the case of Ecuador aud the 
!"ether lauds) ; and (2) probably involve considerable double count­
ing of amounts transferred by Governments to individuals. (For 
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what the Government as a whole is spending on health 
in those cases where only the central government data 
are given; for example, in Ecuador and the Netherlands, 
central government expenditures are estimated to 
account for only about one-half and three-quarters, 
respectively, of total government expenditures for all 
purposes. On the other hand, when private and govern­
ment figures are added together, a rather large element 
of double counting may be introduced, in the form of 
government transfer payments re-spent by the reci­
pients. This is an important difficulty whenever separate 
government and private expenditures for social purposes 
are simply added up, without consolidation. The transfer 
payments earmarked for these purposes do express 
government policy as to how real resources should be 
allocated, but the actual allocation of the resources 
occurs only once, i.e., in response to the demand exerted 
by the recipients of the transfers. 

The table does, however, show, for one thing, that 
the capital expenditures on housing of a substantial 
number of countries have been ranging from 1.3 per 
cent of GNP (the Philippines) to 7.5 per cent (Israel: 
data for 1953 and 1956 only). Eight countries devoted 
at least 5 per cent of their GNP expenditures to housing 
construction; twenty countries spent between 2.5 per 
cent and 5 per cent; only five spent less than 2.5 per 
cent. The average (unweighted arithmetic mean) of 
all thirty-three countries was 3.9 per cent, and the 
median 4 per cent. 

Secondly, although the coverage is particularly limited 
among countries with low per capita incomes, there is 
evident, in the cross-section picture presented in this 
table, a tendency for the share of GNP devoted to 
housing construction expenditures to bear a direct 
relation to income.14 This is especially noticeable if the 
dependent territories are excluded from consideration. 
From an average 2.3 per cent in groups 1 and 2 combined 
(the figure, however, is 2.9 per cent if Kenya, Nigeria 
and Tanganyika are included) the share rises to 3.3 per 
cent in group 3 (3.9 per cent with the dependent terri­
tories counted), 4.8 per cent in group 4 (4.3 per cent 
aside from the exceptional instance of Israel) and 4.4 
per cent in group 5. 

The fragmentary health expenditure estimates make 
generalization difficult. The average of the combined 
figures shown is equal to about 3.5 per cent of GNP -
somewhat less than the dwelling construction average 
as a whole or for the same countries - with the range 

extent to which central government figures may understate total 
government expenditures, see section 3. For imprecision involved 
in relating government expenditures, inclusive of transfers, to 
G.N.P., see section 4.) 

d 1956. 
e Central Government only. 
f 1957. 
ii July 1957 - June 1958. (Data for Swedish local authorities 

are, however, calendar 1957.) 
h Minor amount. 

24 Historically, however, it would appear that the percentage 
of GNP devoted to housing in the United States and some other 
countries has declined as income has risen. 



from top to bottom not very great. The data arc insuf­
ficient for an analvsis in relation lo income levels. Per­
sonal spending on ·health appears, in this small sample, 
to constitute more than half of what Governments and 
consumers together spend; this conclusion, however, 
depends to some extent on the fact that health services 
and products tend to be higher priced in Lile private 
than in the pulilic sector, and the result might in any 
case he altered if all levels of government could he 
included in all cases and if all consumer expenditures 
derived from gnvernrnenl transfer payments could be 
screened out. Of incidental interest is the contrast 
between countries like Swetlen and especially the United 
King<lnm, where expenditures 011 health arc largely 
made hv the Go,·crnmenl, and countries like Canada 
and esp~cially the Unilell SL'ttes, where they arc largely 
private. 

Tl!E GAPS 1::,.: TIIE. l'UIJLIC EXPE::,.;DITUHE DATA 

All national Governments compile tables dassifying 
their revenues and expenditures, hut the information 
thus made available gives, as a rule, a very inadequate 
picture of expenditures for social purposes in the public 
sector. First, it commonly omits slate or provincial or 
regional expenditures (if any) and those of the various 
local government bodies. Second, for various reasons 
it docs not even cover the ccnlral government's social 
expenditures fully in most cases; a thorough "func­
tional" reclassification of the data is needed for that, 
and inclusion of the accounts of autonomous social 
insurance funds and other funds together with the 
budget proper. Finally, there are many detailed difTc­
rcnccs in concept and accounting practice from country 
to country. Thus, the field of statistics of public finance 
is one in which inlcrnational comparisons are trea­
cherous in the extreme. 

The incomplelc picture that central government 
figures give is the first main difficulty. An examination 
of data from fifty countries indicates that, on the 
average, the expenditures (or, alternatively, revenues) 
of central or national Governments amount to about 
80 per cent of those of all levels of Government combined. 
In the social field, however, it is evident that the central 
government's varying share tends to be substantially 
smaller - although tending to grow somewhat, espe­
cially as a result of a growth of social insurance. Thus, 
comparisons of government social expenditures based 
on central government statistics alone are far from 
conclusive, especially in countries with a federal govern­
mental structure. Yet for most countries no other figures 
are readily available. Widely scattered as the local data 
are, their collection and publication, even on a sampling 
basis, tends to occur irregularly at best and with a 
considerable time lag.25 The data for provinces or st~tes, 
in federal systems, arc, naturally, much more accessible; 
but the statistical task of consolidating them with the 

" For example, the study of social expenditures in India from 
which the figures in table 2 derive was obliged to use 1949/50 
data for local bodies, together with 1954/55 data for the centre 
and the states. 
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central government data on a uniform basis and without 
duplication often remains to be undertaken. 

Tables 2 gives an indication of the situation in tv,:el:·e 
countries at various stages of development. The main 
figures inclllllc grants ancl loans from the central Govern­
ment to other levels of governmeub as a part of the 
central Government's share; lhe ligures in parentheses 
show only the share of w)vcrnmenlal activity that the 
cenlral Government handles dircclly rather than the 
share lhat it finance.,. As will he seen, the central 
Government in nearly all instances and on the average 
accounts for a smaller share of government social expen­
dilurcs Lhan of government expenditures for all pur­
poses combined, 20 and a still smaller share of health 
and of education expcnr\ilures. 27 This is not surprising, 

Table 2. - CENTRAL GOVEnN~IENT EXPENDITURES IN TER!\fS 

01' l'EHCENTAGE OF GOVEHN~IENT EXPEND!TUHES AT ALL LEVELS 

Can;ula (l!J5G) ....•.. 
Colombia(1957)b ...• 
Federation of Malaya 

(1958) .......... .. 
India (l!l.'if/55) 0 ••••• 

Israel ( l!JS 1/55) .....• 
Nigeria (19;j7/58) d ••• 

Norway (l!J55/56) e ••• 

Tanganyika (l!J57) ..• 
Uganda (l!J56/57) .... 
United Kingdom (1955) 
United States of Ame-

rica (l!J57/58) •..... 
Venezuela b (1 !J56/57) • 

Total 
Tola/ 
social 

61 (5-1) a 49 (46) 
5!J (57) 44 

3i (70) 
71 (,15) 
78 (73) 

(40) 
G7 (58) 
81 
88 (80) 
82 (73) 

64 (60) 
93 (85) 

96 (!J6) 
45 (19) 
69 (57) 

(lG) 

4!J (3!J) 
83 
g3 (78) 
75 (63) 

38 (31) 
70 

Jleallh 

16 (6) 

Education 

5 (4) 
36 

100 (100) 100 (27) 
26 (13) 15 (1 O) 
GO (54) 58 (26) 

40 (25) 
80 

94 (89) 

26 (23) 

43 (22) 
86 

59 (15) 

9 (6) 
73 

Un weighted average • • 76 (66) 66 (54) 55 ( 44) 48 (16) 

NoTE. - Figures arc based on consolidated all-level data fr,om 
which duplications due to inter-level transfers have been rcmo,ed. 

a Throughout this table, figures in parentheses represent expen­
ditures after deduction of amounts transferred (granted or loancl) 
to other levels of government. (Transfer payn:ients to the pub 1~ 
are not deducted, however; in terms of expenditures on goods an 
services only, exduding transfers,. as show1_1 ~y a rcce!1t study if 
the public sector by the Economic Comm_1ss10n for Europe, t e 
second flgure for education in the United Kmgdmn would be about 
1 or 2 per cent instead of 15 per cent). . 

b Un-reclassi!lcd data (tending to minimize social expenditures, 
especially at the central government level). . . 

c Central government expenditures arc functrnnal!Y reclassified, 
but not state or local expenditures (the latter estimated partly 
from 1 !J.i!J/50 data). 

d Estimated from unofficial data. d 
e Net expenditures, deducting fees and other charges for goo s 

and services. 

•• The case is similar under central planning systems, as is 
illustrated by the fact that expenditures on social and cultural 
measures (not including housing) constituted 43.6 per cent of 
total state expenditure in Uzbek SSR in 1958, as against 3~.3 
per cent in the USSR as a whole. The percentages for education 
and health were 25.3 and 12.2, respectively, in the Uzbek SSR, 
against 13.4 and 6.4 in the all-Union state accounts. . 

., On the basis of information in UNESCO's lnternatzon~~ 
Yearbook of Education, vol. XXI, 1959, the percentage of publ~1 
expenditure on education accounted for by _t~e central o~ fe~er a 
budget for education in a number of add1~101_1al countries Ill • 

recent year were as follows: Sudan, 89; Eth1~p1a and Icela1_1d, 73'. 
Belgium, 60; Denmark, 48; Japan, 34; Brazrl, 31; Bulgana, 16; 
China (Taiwan), 12 - for an average of 48 per cent (the same a 

in table 2), 
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since_ centra~ Governments have the major responsibility 
!0 r d1s_chargmg the traditional functions of government, 
mcl~dmg defence, and usually also for promoting eco­
nomic development, and since other levels of govern­
ment are geographically closer to the people, and, in 
manY: cases, constitutionally responsible for welfare 
funct10ns. Apart from non-self-governing Tanganyika 
and Uganda and the newly independent Federation of 
~Iala:ya, the only significant variations from this pattern 
m this table appear in the case of the relatively large 
share of education shown as centrally financed in Vene­
zuela and the centralization of health expenditures in 
the United Kingdom. 

Not all transfers of funds from the centre to other 
level_s of government are earmarked for specific purposes, 
but rnclusion or exclusion of those that are - and that 
consequently express the national budgetary policy -
can make a striking difference in the figures relating to 
the social field, as Lhc table shows. It follows Lhat, for 
countries where only central government data are avail­
able, much the better picLure is obtained by including 
alJ ~uch known sums. Even so, the part of government 
social expenditures which is financed (as well as 
executed) locally will still he missed. This must be 
~ornc in mind in evaluating the estimates presented 
m Lhc next scclion, which in most cases arc for 
central Governments only. 

A second and equally important limitation of most 
government expenditure statistics is that they fail to 
identify all the expenditures for a given purpose al the 
~enlral government level itself. This happens because, 
m Lhc normal budgeting process, with its emphasis on 
accountability, expenditures are classified according 
to administering agency rather than according to pur­
pose or function. In listing Lhe total expenditures for 
which the ministry of health and the ministry of edu­
calion (for example) are responsible, a conventional 
budget may well include some expenditures that actually 
are not for health or education, and is almost sure to 
omit substantial expenditures that definitely do serve 
those purposes. The net result is usually a very signi­
ficant understatement of expenditures in the social 
field. For example, a special study of government social 
expenditures in India in 1954/55 concluded that central 
government expenditures on social services would be 
underestimated by about 50 per cent, in the absence of 
a regrouping or reclassification of items so as to bring 
out their real function.2s 

One reason why statistics drawn from conventional 
budgets so often understate the social side is that 
expenditures for building schools and hospitals are 
commonly lumped with other construction expenditures 
and assigned to the ministry or agency responsible for 
public works rather than to the agencies responsible 

2 • United Nations, "An Exploratory Study of Social Expen­
ditures in India", E/CN.11/L.58. The study also estimated that 
the understatement of the states' expenditures on social services 
as a whole would !Je a!Jout 20 per cent, and the absolute distor­
tion in the case of education and health at least as great in the 
states as at the centre because of the I arger state responsibilities 
in those fields. 
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for education and health. What appears under educa­
tion or health then is little more than a record of expen­
ditures on current account. But some of the current 
expenditures also tend to be overlooked - those made 
by ministries other than the one primarily responsible 
for the social field in question. Thus, the above-men­
tioned study of Indian social expenditures found that 
the central Government's budget estimates for 1950/51 
included 93 million rupees in the revenue account, and 
111 million rupees in all, to be disbursed by a dozen 
different ministries for educational purposes, although 
the Ministry of Education's own total was only 58 mil­
lion in the revenue account, and 71 million in all: this 
is perhaps an extreme case. 29 Again, Governments may 
allocate to non-profit educational, religious or philan­
thropic institutions quite substantial sums which are 
used for various social purposes but do not affect the 
totals for those purposes as shown in a conventional 
budgct.30 In some cases also, understatemcnL occurs 
because the budget is kept scparale from "extra-bud­
getary" funds and accounts of the central Government, 
such as those of an autonomous social insurance syslcm. 31 

For example, France's expenditures for all purposes in 
its "general budget" for 1954 amounted to 3,114 billion 
francs, but the state total inclusive of a number of 
special accounts was 1,443 billion, and the laltcr amount 
in Lum excluded the bulk of the social security expen­
ditures, amounting to 1,545 billion, shown separately 
in the statistics. 

The statistical problems mentioned are practical ones 
that can be solved by a careful functional reclassification 
of government accounts. A further difficulty, however, 
arises in connexion with government trading, financial 
and other enterprises. Such enterprises are viewed in 
national accounting practice as part of Lhe enterprise 
sector and not of the " general government" sector, 
but do nevertheless belong in the government sector 
as a whole. Some of them arc financially integrated 
with general government and do not keep their own 
reserves, apart from working balances. Their receipts 
and expenditures may appear in the budget on a gross 
or on a net basis. Others, often referred to as public 
corporations, have a greater degree of autonomy, but 
their capital formation or lending functions arc financed 
primarily by grants or loans that are included in the 

29 These totals include expenditures of the Department of 
Scientific Research, which was separate at that time, though 
later joined to the :\Iinistry of Education; otherwise the latter 
Ministry's budgeted expenditures in fact amounted only to 
50 million rupees on revenue account and 56 million in all, or 
half of the general total. 

•• In Brazil, a wide range of autonomous agencies working 
almost entirely in economic and social fields spent an estimated 
total of 106,522 million cruzeiros in 1957 (some of the figures 
relate to 1956). It is not clear from the published statistics to 
what extent their funds came from the federal budget, which 
in 1957 amounted to 118,712 million cruzeiros. Similar situations 
are found in many Latin American countries. 

n There may also sometimes be elements of double counting, 
e.g., where school lunch progr::immes are included in both the 
education and health totals, or where special accounts are added 
to the budget without proper consolidation; but in practice such 
overstatements appear to be relatively infrequent and unim­
portant. 



budget. They may be considered as forming part of a 
more broadly defined puhlic sector. The dividing line 
is hard to draw with precision, and so is the line between 
the pul.ilic corporation and the private corporation, 
since the Government may not need majority owner­
ship for elTcctivc control. ll may thus he hard lo say, 
in principle, how much activity and expenditure the 
government sector (or the public sector) includes, and 
calculations as lD the percentage of government (or of 
public) expenditure assigned to the social fleld will vary 
accordingly. This applies particularly lo some of the 
more highly dcn·loped cro11omies, where the expendi­
tures of puhlic enterprises may he large, 32 hut il is 
sometimes a factor in less developed conntries as well, 
especially if marketi11g boards arc in use. 

Among many othc'r clilTerences in concept a11d method 
that aclcl to the no11-comparahilily of government 
expenditure statistics from di!Tercnt counlrics, only two 
nel'd he cited here. Some Governments receiving foreign 
aid incl11clc these sums in their hudgct receipts and 
expenditures totals, while others do 11ol. It follows that 
international comparisons of the share of expenditure 
devoted lo social objects will he a!Tcctcd, unless the 
aid component is first removed from figures in which 
it has been includecl or unless aid (and counterpart) 
funds and national funds happen lo he used in exactly 
simikir ways. Secondly, complete uniformity is not to 
he expected in the demarcation of fields to be included 
under the social heading. :\lulliplc-purposc programmes, 
such as community development programmes and river 
valley schemes, arc intrinsically hard tb classify, and 
undoubtedly certain community services arc, in logic, 
parlly rncial, partly economic and partly "general ". 
DifTcrenccs in treatment arc, therefore, sure to persist 
- particularly with regard to the broad social and 
economic aggregates - even after Governments have 
made strenuous efTorts at systematic reclassification 
of their expenditures in terms of functions. 33 

Gov EHX:'IIEXT EXPE::',DITUHES FOH SOCIAL 

AXD OTIIEH PUHPOSES 

Table 3 presents information on the extent to which 
the expenditures of the Governments of forty-one 
countries and dependent territories arc directed into 
education, health and other social fields, as well as into 
a rather more diverse and harder-to-delimit assortment 
of fields that are commonly grouped together under 

32 In the case of ten \Vestern European countries for which 
comparative data are presented in the 1959 Economic Survey 
of Europe (United Nations publication, Sales No.: 60.II.E.1), 
chapter V, table 1, public enterprise has a larger share than 
general government in gross fixed investment in Austria, France, 
Italy, Norway, Sweden and the United Kingdom, an equal share 
in Belgium, Denmark and the Netherlands, and a smaller share 
only in Finland. 

33 For purposes of international comparison it is, of course, 
primarily the specific items (e.g., hospitals, water supply, roads, 
police) that need to be presented on a uniform basis, such as that 
provided in the United Nations Manual. Once this is done, uni­
form larger aggregates can be readily obtained by recornbining 
components where necessary. 
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the economic heading.H Table 4 presents information 
of the same general type, but based on slightly difTerent 
slalislical concepts, for the state social and cultural 
expenditures of eight countries with centrally planned 
economics. 

The countries shown in table 3 are fairly evenly 
distributed among high, low and various intermediate 
per capita income groups. 35 The figures arc based on 
statistics already reclassified with greater or lesser 
thoroughness on a functional basis, generally by Govern­
ments themselves; thus, one of the main statistical 
deficiencies discussed above has been largely eliminated 
as far as these countries arc concerned, for the years 
shown. However, only central government expenditure 
data arc available in two-thirds of the cases, and this 
circumstance introduces non-comparabilities of unkno,vn 
but certainly very suhslanlial extent - between coun­
tries with data for all levels of government combined 
and countries with data for the central government 
only, and also, within the latter group, between coun­
tries with varying degrees of expenditure centralizatio~. 
(In the tables, for simplicity, two degrees of centrall­
zation only arc distinguished: at least 85 per cent -
figures italicized - and less than 85 per cent - figures 
italicized and also in parentheses.) 36 Other non-com­
parabilities also remain, the more obvious of which31 

arc referred to in the table and its footnotes; some of 
the rest, although important, could be known only 
through a time-consuming process of examining the 
data behind the official reports. It is therefore necessary 
to stress that these figures represent rough approxi­
mations only, and that they vary too much in content 
and method of composition to allow of more than a 
broad type of analysis. 

Table 3 relates the social expenditures of Governments 
in pcrcentane terms both to their own total expenditures 
and to total expenditures on the countries' gross 
national product (GNP). Strictly speaking, the latter 
percentages could be considered inadmissible because 
the government expenditures include transfer payments 
to households - without which no adequate concep­
tion of social expenditures 38 could be obtained - but 

•• For a systematic study of slightly earlier data from six~een 
countries and dependencies at various income levels, see A!Json 
M. l\Iartin & \V. A. Lewis, "Patterns of Public Revenue ai:id 
Expenditure " The Manchester School of Economic and Social 
Studies, Vol. XXIV, No. 3, September 1956. (Labour and housing 
are classified in that study as economic items.) 

" The groups have been divided approximately at $100, 
$200, $500 and $900 per annum, as in table 1. 

•• The actual range extends from close to 100 per cent (Burma, 
Ceylon and Thailand) down to sornething like 50 per cent (Colom­
bia and Ecuador). Reference is to expenditures for all purposes 
combined, not to social expenditures; the latter tend to be more 
decentralized, as was shown in table 2. 

,, Differences in time period; differences between budget 
estimates (which may subsequently not be fully :ealized) and _final 
accounts· differences in coverage of the educat10n category, the 
occasion;! use of net concepts which result in relative overstate­
ment (Uganda) or understatement (Australia and Norway); etc. 

so As contrasted with actual governmental operations, reflected 
in the (smaller) total of government expenditures for goods and 
services. 
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Table 3. - ESTIMATED GOVERNMENT EXPENDITURES FOR SOCIAL PURPOSES IN FORTY-ONE COUNTRIES AND DEPENDENT TERRITORIES, 

EXPRESSED IN TERMS OF PERCENTAGES, ABOUT 1958 a 

Income group 

Group 1 

Belgian Congoe .............. . 
Burmae ..................... . 
Indiag ...................... . 
Kenyab ..................... . 
Nigeria bh ................... . 
Tanganyika b ................ . 
Ugandab .................... . 
Republic of Viet-Nam (1959) b .. 

Group 2 

Ceylon ...•.•................. 
Colombia (1957) ............. . 
Ecuador .................... . 
Ghana (1959/60) ............. . 
Honduras (1954/55) .••........ 
Republic of Korea (1960) b I ••••• 

Peru (1957) ................. . 
Philippines •.................• 
Thailand (1960) b I ••••••••••••• 

Group 3 

Chile (1956)1 ................ . 
Costa Rica .................. . 
El Salvador (1954) ........... . 
Federation of Malaya b P •••••••• 

Japan 1 •••••••••••••••••.•••• 

Mexico ..................... . 
Portugal (1957) .............. . 
Singapore (1960)1 ............• 

Group 4 

Austriar .................... . 
Belgium I ••••••••••••••••••.•• 

Finland ..................... . 
Federal Republic of Germany .. . 
Israel (1954/55) .............. . 
Italy ....................... . 
Netherlands I ••••••••••••••••• 

Venezuela (1955/56) .......... . 

Group 5 

Australia (1954/55) v .......... . 
Canada (1956) ................ . 
France ...................... . 
New Zealand ................ . 
Nonvay (1955/56)v ........... . 
Swedenw ....................• 
United KingdomY ............ . 
United States of America ..... . 

Median .... 

Percentage of government 
expenditures 

Education 

14.4 

7.6 
9.0 

13.7 

19.5 
17.9 

8.3 

13.3 i 

( 5.6) i 
(12.4)k 

13.9 
12.6 

(16.2)m 

12.9 
(23.8) 

17.4 

19.5 
24.2i 

14.2 
17.4 
(7.3)q 

(11.IJ 
9.5i 

24.6 

(10.5J i 
zui 

(14.3J m 
9.6 k 

10.0 u 

(12.3J 
(13.0J i 

6.5 

7.2 
10.7 

8.9 
9.2 

12.7 k 

12.9 n 

13.2 z 

12.4 

12.8 

Health 

9.9 
2.5 

4.0 
5.0 

8.7 
10.2 

4.7 

(3.5J 
( 3.7 J 

6.2 
8.6 

(I.OJ 
3.5 n 

(6.7 J 
3,0 

20.3 
2.7 

7.4 
(2.2J 
(4.4J 
6.2 

14.3 

(0.5J s 

(5.6J 
1.3 
5.6 

6.3 

7.6 
5.0 

6.2 
4.5 
7.7X 

10.4 
3.5 

5.3 

Social items 
aggregated c 

31.7 
15.0 f 

14.5 
26.4 
:l4.7 
30.7 
37.1 
16.2 

33.3 

(14.0J 
(21,3J 

28.4 
26.5 

(22.2J 
23.3° 

( 33,lJ 
25.8 

41.3 
41.4 
28.2 

27.2 
( 30.0 J 
(19.3J 
23.9 
45.5 

(39.4J 
30.7 

( 40.0 J 
47.9 
32.3 

(24.6J 
( 31. 6 J 

16.9 

41.8 
32.7 
31.9 
41.0 
34.6 
42.4° 
48.1 
30.9 

30.9 

Government expenditures in terms of percentage of GNP b 

Total 

31.6 
36.2 

15.8 
22.3 
12.1 
14.0 
22.4 
14.3 

27.6 

(9.4J 
(10.9 J 

17.7 
9.2 

(23.0 J 
18.6 

(10.4J 
16.8 

13.7 
12.7 

20.1 
(21.lJ 
( 10.lJ 
14.2 

(23.5J 
18.3 

(26.6J 
24.4 
39.5 

(21.2) 

(24.2J 
18.7 

27.0 
25.6 
25.2 
34.5 
25.2 
35.5 
31.4 
30.4 

21.2 

Education 

4.6 
2.8 
1.4 
3.0 

2.7 
4.0 
1.2 

3.7 i 

(0.5J i 
( l.4J k 

2.5 

1.2 
(3.7J m 

2.4 
(2.5J 

2.9 

2.7 
3.1 i 

3.5 
(1.5J q 

(1.IJ 
1.3i 

(2.5J i 
2.6 i 

(3.8J m 
2.3k 
3.9U 

(2.6J 
(3.1Ji 

1.2 

2.0 
2.7 
2.2 

3.2 
3.2k 
4.6n 
4.1" 
3.8 

2.7 

Health 

3.1 
0.9 

0.6 
1.1 

1.2 
2.3 
0.7 

(0.3J 
(0.4J 

1.1 
0.8 

(0.2J 
0.6n 

(0.7J 
0.5 

2.8 
0.3 

1.5 
(0.5J 
(0.4J 
0.9 

(0.1 J 5 

(1.5J 
0.3 
2.2 

1.2 

2.1 
1.3 

2.1 
1.1 
2.7X 
3.2 
1.1 

1.1 

Economic 
Social items items 
aggregated c aggregated d 

10.0 

5.4' 
2.3 
5.9 
4.2 
4.3 
8.3 
2.3 

9.2 

( 1.3J 
(2.3J 

5.0 
2.4 

(5.lJ 
4.3° 

(HJ 
4.3 

5.7 
5.3 

5.5 
(6.3J 
( 1.9 J 

3.4 

(9.3J 
5.6 

( 10. 6 J 
11.7 
12.8 

(5.2J 
(7.6J 

3.2 

. 11.3 
8.4 
8.0 

14.1 
8.7 

15.1 ° 
15.1 

9.4 

5.6 

9.0 

6.3 
4.4 

3.4 
4.0 
5.1 
2.1 

8.0 

(2.9 J 

6.7 
3.3 

(4.8J 

(3.5J 
3,5 

2.6 

3.5 
(9.2) 

(6.J) t 
3.0 

3.6 
14.9 

( 3.8 J 

7.2 

5.3 

6.8 

5.1 
4.2 

4.4 
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these transfers do not form a part of national income 
or of G~P.l 9 HoweYer, these percentages of GXP arc 
praclically wry useful, especially as a safeguard against 
misinterpretations arising when guYernmcnt expendi­
tures arc considered in isolation. ' 0 Peru and Sweden 
arc both shown in table 3 as haYing dcYotcd 12.9 per 

" Sueh tramfcr payments might theoretically (assuming, e.g., 
large-scale land redi,tribution !lnanrctl by payments to an<I from 
the (ionrnment) be larger than the national income itself. Thev 
arc in any event important, ancl notably so in the social llclci. 
Jn the l:nitccl States, social security payments, veterans' bene­
fits, interest on the government debt ancl other transfers have 
accounted for one-sixth to one-third or total government expen­
ditures in recent years; In the Cnitcd Kingdom, transfer payments 
accountc,1 for more than half of total government cxpcncliturcs 
In rn:13 and nearly two-fifths In 19;,5. 

•• On the other hancl, the percentages of G~P. !r considered 
In isolation, nl,o could Cail to bring out lmportnnt Information. 
They arc the same for education In the Philippines and In Austria 
(In hoth of whirh, lnci,lcntally, the central government cxpcn­
ditmc, ~hown t"on,lltutc an cstlmatccl 75-80 per cent or all 
govcrnmrnt expenditures); however, the Government or the 
Philippines devotes more than twice as large a part of its own 
cxpcncliturcs to cclucation as docs the Go\'crnrncnt or Austria (i.e., 
when fli;:uring on a gross basis, as here, and ignoring the fact that 
the educational fees on the revenue side arc probably larger in 
the l'hilippincs, thus reducing the net di!Tcrcncc). Obviously, 
aim, a true picture of what a country as a whole is spending for 
education or some other purpose cannot be obtained by using 
G~P, unless private expenditures also arc known and arc included 
in the numcrntor or the fraction. (Sec discussion of private 
cxpcndit urcs above.) 
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cent of their government expenditures to education, 
but the demand thus made upon the national output 
was actually almost twice as great for Sweden as for 
Peru (-1.G per cent as against 2A per cent), 41 since 
government expenditures were equal to 35.5 per cent 
of GNP in the former case and ouly 18.6 per cent in 
tltc latter. Percentages of GNP have also the advantage 
that an economy as a whole tends to be more stable 
in size limn a government budgeL; 42 thus, when using 
figures for a single year, there is less risk of obtaining 
an abnormal result with a percentage of GNP than with 
a percentage of tolal government expenditures. 

Table •1 relates the social and cu!Lural expenditures 
of Lhc governments (classified functionally, and all 
levels of government combined) of countries with cen­
trally planned economics in percentage terms both to 
their own total expenditures and to total expenditures 
on the countries' net material product. The former 
percentages, including the breakdowns for education and 
health, may in a general way be compared with those 
in table 3, although the concept of a budget changes to 
some extent when it carries the bulk of a nation's 
capital outlays, and altI10ugh the specific differences in 

11 This probably understates the di!Tcrcnce in view of certain 
omissions from the published Swedish figures, see footnotes n 
and x of table 3. 

" Although GNP may also fluctuate fairly widely, especially 
In economics heavily dependent on the export of one or two 
primary commodities. 

FOOTNOTES TO TADLE 3 

:s;oTE. Figurrs in itnlics represent expenditures or the central 
Government only, inclusive of grants and loans to other levels of 
govcrnrnrnt; parentheses arc added if the central Government's 
total expenditures for nil purposes, so t"alculatcd, arc estimated to 
represent !rss lhnn 85 per cent or the expenditures of all levels of 
govcrnmrnt combined. Other figures represent government expen­
ditures as a whole, i.e., all lcnls consolidated. 

• Actual expenditures, i.e., final accounts, for 1958 or a fiscal 
year partly in 1958, except where otherwise indicated. 

b Gross domestic product at market prices for Tanganyika and 
Thailand; net domestic product at factor cost for Kenya and 
Uganda. In the following cases the G.-.;P (or GDP) data arc for an 
earlier year than the budget data, which tends to inflate the per­
centages slightly: ;sigcria, 1956/57; Republic of Viet-Nam, 1956; 
Republic of Korea, 1959; Thailand, 1959; Federation of Malaya, 
1957. 

c Includes - in general, but with some variation in detail from 
country to country - expenditures for items listed as social ser­
vices in A Manual for Economic and Functional Classification of 
Government Transactions, i.e., education; health; "social security 
and special services" (including war veteran benefits, child and 
mother care and various other welfare institutions); and "other 
social services•· (including housing, recreation, religion, etc.). 
Labour frequently appears as an item, often bracketed with wel­
fare or social welfare. 

d Includes - in general, but with considerable variation in 
detail from country to country - tl1e economic services items 
listed in the l\fanual, i.e., agriculture and non-mineral resources; 
fuel and power; other mineral resources, manufacturing and con­
struction; transport, storage and communications (including, as 
suggested in recent expert discussions, all roads and highways, 
frequently a large item); and " other economic services " (includ­
ing research, commerce, etc.). "Economic development" appears 
in certain cases as a main component part. 

• Partly budget estimates. In the case of Belgian Congo, an 
unknown amount of debt amortization is included in the Govern­
ment total. 

f Excludes minor amounts of social service expenditure by 
boards and corporations, e.g., pension payments. 

r Includes Union and state government budgets (1957 /58 

accounts) but omits local expenditures, which in the previously 
cited " Exploratory Study" for 1954/55 accounted for 6.6 per ce~t 
of the all-level aggregate for social services. GNP roughly esti­
mated. Government expenditures from prcliminnry draft of Eco­
nomic-Functional Classification of Central and State Governmel!t 
Budgets - 1957-58, a study to be released by the National Council 
of Applied Economic Research, New Delhi, in 1961. 

h Based on unofficial data. 
i Based on education expenditure estimate from UNESCO. 

i Education and culture. 
le Education, culture and research. 
I Budget estimates. 
m Education and research. 
n Expenditures for goods and services only. 
o Includes estimated transfers. 
P Partly estimated, with municipal expenditures and local edu­

cation expenditures not included. 
q Central Government expenditure for education here consti­

tutes slightly more than one-third of the total for all levels of 
government combined, according to UNESCO data (see table 6). 

r Based on expenditures excluding transfers of shared taxes to 
regional and local authorities. 

• Not including extensive financing of soci:1I insurance expen­
ditures (sickness and maternity benefits) outside the budget. 

t Includes deficit of government e~terp~ise~i ~specially r'.1il­
roads, arising from extraordinary pension habihties, accountmg 
for nearly three-tenths of the total. 

u Education, religion and research. 
" Government expenditures on a net b.asis, after deduction of 

fees and other charges for goods and services. 
w Rough estimates of unduplicated central-local totals. 

s Government consumption only. 
y Totals exclude debt interest but include net lending to public 

corporations. 
z Education and child care, including school meals, etc. 
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the treatment of social items are considerable. ,a On the 
other hand, the concept of material product, employed 
by the centrally planned countries, differs sufficiently 
from the concept of GNP (see explanation in table) so 
that direct comparison between percentages of the 
one and of the other would not be justified. 

The i_nforma~ion conveyed by the tables may be 
summarized briefly: the government expenditure on 
education " recorded in table 3 ranges from 5.6 per 
cent to 24.6 per cent of total government expenditures,'° 

" For example, in table 4 the component under the education 
heading includes government information programmes and basic 
scientific research; the health component also is broadly defined; 
and the social aggregate in all cases but one includes all social 
insurance benefits (which are partly, in varying degrees, excluded 
from the table 3 data). On the other hand, expenditures for 
housing are omitted for two countries in table 4, 

" Some government accounts refer to a wider field such as 
education and culture, or education and research; in certain other 
cases, similar supplements may have been included without 
explicit mention. 

" Break-downs of government educational expenditures by 
type are given by UNESCO for a number of Asian countries and 
for dependent territories of Africa, as follows (percentages) : 

Afghanistan (1958-5 9) .......• 
Burma (1957-58) ............ 
Cambodia (1959) ............ 
Federation of Malaya (1958-59) 
India (1956/57) a ............ 
Indonesia (1958-59) ......... 
Iran (1959-60) .............. 
Korea, Republic of (1959) .... 
Laos (1959-60) .............. 
Nepal (1959-60) ............. 
Pakistan (1957-58) .......... 
Philippines (1958-59) ........ 
Thailand (1959) ............. 
Viet-Nam, Republic of (1959). 

United Kingdom territories b 
Basutoland (1954) ......... 
Bechuanaland ............. 
Gambia (1956) ............ 
Gold Coast (1954-55) ....... 
Kenya (1955-56) .......... 
Northern Rhodesia (1955-56)c 
Nyasaland (1954/55) ...... 
Sierra Leone (1956) ....... 
Somaliland (1956) ......... 
Swaziland (1956) .......... 
Uganda (1956) ............ 
Zanzibar and Pemba (1956). 

British Colonial Development 
and Welfare Funds (April 
1946-March 1958) d , ••.... 

FIDES e funds (1953-57): 
French Equatorial Africa . ; 
French West Africa ...•.... 
Madagascar .....•......... 

Belgian Congo (1955 )f ....... 

Teacher 
Pri- Secon- Voca- train-
mary dary tional ing Higher 

29 
56 
68 
60 
34 
47 
38 
87 
70 
28 
38 
90 
43 
35 

65 2 9 7 2 
71 8 1 4 
69 25 6 
34 19 2 14 20 
61 21 5 8 
76 4 5 5 
68 8 5 11 
34 18 6 7 15 
67 11 8 3 
57 18 ---r-
58 27 0.4 8 
62 14 9 5 

----------- ---------
57 29 14 

42 38 10 6 
41 21 3 21 10 
16 33 45 5 

35 40 25 

Source: Asian data from UNESCO, Supporting Document to 
the. Working Paper for the Regional Meeting of Representatives 
of Asian Member States on Primary Education, Karachi, 28 Decem­
ber 1959 - 9 January 1960, p. 103, Data relating to African depen­
dencies taken or computed from report prepared by UNESCO for 
Progress achieved by the Non-Self-Governing Territories in Pur­
suance of Chapter XI of the Charter: Education in the Non-Se_lf­
Governing Territories, A/4131, except that figures on Coloma! 
Development and Welfare Funds are computed from United 
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with a median figure of 12.8 per cent, and from 0.5 per 
cent to 4.6 per cent of GNP, with a median of 2. 7 per 
cent. (As the ratio between these two medians would 
imply, the median for total government expenditure 
itself in relation to GNP lies slightly above 20 per cent.) 
The corresponding expenditure on health, 46 for the some­
what smaller number of Governments reporting this as 
a separate item, is considerably lower, ranging from 
0.5 per cent to 20.3 per cent of total government expen­
diture in exceptional cases, ' 7 and more generally from 
about 2 to about 10 per cent, with a median of 5.3 per 
cent, and from 0.1 per cent to 3.2 per cent of GNP, 
with a median of 1.1 per cent. Among the countries 
with centrally planned economies in table 4, the per­
centages of government expenditure found in the social 
categories show less variation but tend toward much 
the same levels - an average and a median around 
10 per cent for education (slightly lower than in table 3), 
and around 6 per cent for health (slightly higher). 

The expenditure on social items in the aggregate 48 -

adding to education and health such further fields as 
social security, special welfare programmes, housing 49 

etc. - ranges from 14.0 per cent to 48.1 per cent of 
total government expenditure, with a median of 30.9 

•• In a few cases, the health figures include sanitation, which 
most accounts only include in the total social column or classify 
under some other heading. 

., The extreme differences are partly the result of health 
Insurance systems and variations in accounting practices relating 
to such systems. This subject is discussed below. 

" These aggregates, as well as the economic aggregates, may 
be substantially affected by differences in classification. See 
foot-note c of table 3. 

u Government housing expenditure (representing mainly 
public ·construction plus subsidies in one form or anoth~r to 
private construction) is sometimes reported as a separate item. 
Columns (1) and (2) below show this as a percentage of total 
government expenditure and of GNP, respectively. Column (3) 
repeats information given in table 1 on gross (public plus private) 
domestic capital formation as 1954-58 average per cent of GNP. 

Belgian Congo ........... . 
Burma (capital expenditures) 
India .............. •,,,,, 
Cer.Ion (capital expenditures) 
Chile .................... . 
Austria ................. . 
Belgium ................. . 
Federal Republic of Germany 
Netherlands ............. . 
Venezuela ............... , 
Australia ............. , .. , 
France .................. . 
United Kingdom •......... 

(1) 

2.6 
0.2 
0.9 
2.1 
1.5 

(2.1) 
1.6 
7.4 

(9.9) 
1.8 
5.0 
7.0 
5.2 

(2) 

0,8 
0,1 
0.1 
0,6 
0,2 

(0.5) 
0,3 
1.8 

(2.4) 
0,3 
1.4 
1.8 
1.6 

(3) 

4.4 
4.4 

4.5 

4.5 
3.0 

Nations, Economic Survey of Africa since 1950 (Sales No. 1959.II, 
K,1), pp. 231-232. 

a Central Government plus states, (For all sources combined, 
including local government and private, expenditure on pr_lmary 
education is given as 28 per cent of total education expenditure). 

b Recurrent expenditure only (including central administra-
tion). 

c African education, 
d Total issues to administering authorities in Africa. 
e Ponds d'investissement pour le d,!veloppement economique et 

social. 
f Capital projects only: construction and equipment of schools 

by the Native Welfare Fund. 
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Table -l. - EsTnlATE!) STATI: SOCIAL 1,.NI) ClJLTUI\.\L 1:Xl'ENlllTUl\l:s IN EIGHT COUNTlllES WITII 

CE!'-TH.\LLY l'J...\NNl:n 1:coso~111-:s, l:S: TEll~IS o~- 1•1:11c1:NT.\GJ: OF 1'0TAL ST.\TE EXl'l-:snITUIW.S 

.\Nl.l OF :-;1:T M.\TJ:!IJAL l'l\Ol.lCC1' ~ h\lOlJT 1~:>8 

l'rrctr,l"oe c,f ,tat, npendilures 
Slate uperiditures <1s percentage 

of 111'1 material pruducl a 

/:::c,cfol 1~·i11~call<Jn, 
Ufltl ht(t"rt('t", 

rnltura/ c u /lure 

liea/llt, Social 
JJh[Jsicul and 
culture Total cultural 

,\lb:mla ( 1 !l:,7) .. 1 !l.3 b [l.fi C G.0 c 

lluliz:nla (1957) .. 2-1.3 8.7 C 3.G c 58.!) 1-1.3 
Cr..cchos!ovakia <l •• -12.7 10.3 5.5 e 

l lungary (I 957) .. 28.:, !l.G C Gr. C .. , 18.5 1:l.8 

l'oland .........• 33.1 10.8 f 7.G f 52.3 17.3 
Homan la ( 1 !l:,7) .. 2G.3 7.!J C ;,.3.e 
t:ssn .......... 3!l.O 13.•t {,.-t 51.3 20.0 
Yugoslavia ...... 20.-1 b g 11.2 7.2 27.0 g 5,5 g 

a :\!:1~rri:1l product is ddlne1! :is the total value or goods an1\ procluc-livc servic-rs, inrluding 
turnover (m_dirert), taxe~._produre<I hy th_r economy In the l'oursc of the ye:ir. Agriculture, mining, 
m:inufa_c-t_urmg, l·onstru_rlwr,1, tra.nsportat1on and rommunication, trnc!c :inc\ r:itcring arc incluclecl, 
hut :1rt1v1t1rs not rontnhutmg d1rrr\ly .to material production, sud1 as publit· atlministration and 
d.~1.rnre, prrsnn_:il am\ proks~rn!1al srrv1rrs ,(for example, education an,l health) and simil:ir acti­
\ 1\1:s, :ir: nnt mdu'.k_d. :\lah·nal protlur:t 1s thus not comparaLlc In concept and covcr:ige with 
11al_10_nal rnromr or (,:-,.;pas etnplo~·c<I ll~ the Unitccl :-,.;ations system of national accounts. Pricing 
polrrrrs, morrover, :ifkr\ the rdat1onsl11ps among countries and among components; this applies 
111 regard to components of state expenditures al,o. 

b Excludes housing. Totals for other countries include a housing component, partly estimated 
in some cases. 

c I 05!! plan. 
d Budget cstim:itrs, 1!!58. 
e Provincial, county and loc:il government only. 
f 1958 pl:in; percentage of current expenditure. 
s Because of ins~itution:il ~lifTercnccs, data for Yugoslavia :ire not directly comparable with 

those of other countries shown m the table. The share of revenue of the socialized sector which is 
distributed thrn_ugh the budg_ct is murh smaller in Yugoslavia, especially as regards (a) investment 
and (b) cxpcn1hturcs on social :ind cultural scrvir:cs. In other countries with centrally planned 
!'conomics, social and cultural services arc almost entirely fin:inced through the budget (for 
~xample, :ill_ so_cial ~~cui:ity :iml social insurance expenditures are included in the budget) whereas 
Ill Yugoslavia m 1 (IJ8 slightly more than lour-filths of all outlays in this field, inclusive of housing 
investment (or more than two-thirds, apart from social insurance) were financed outside the 
lmdget. Total outlays for social and cultural purposes in Yugoslavia thus were equal to nearly 
30 per cent of net material product. 

per cent, and from 19.3 per cent to 42.7 per cent in 
table 4, with a median of 27A per cent and an un­
weighted average of 29.2 per cent. In relation to GNP, 
social expenditure as a whole varies in table 3 all the way 
from 1.3 per cent to 15.1 per cent, with a median of 
5.6 per cent. (The upper quartile, or mid-point for the 
countries aboue this general median, is 9.3 per cent of 
GNP.) The economic items, where the classification 
scheme in use permits them to be identified and aggre­
gated/0 range from 2.1 per cent to 14.9 per cent of 
GNP, with a median of 4.4 per cent. 

Thus, as far as the items classed as social are con­
cerned, when government accounts are examined in 
detail with a view to identifying all sums spent for those 
purposes, the totals are found to be fairly large - consi­
derably larger than what the conventional budget clas­
sifications, agency by agency, seem to show. There are, 
naturally, wide variations from country to country, but 
the median for the main group of countries shown is 
slightly below one-third of all government expenditures 
(it is a little less, on the basis of somewhat different 

•• See footnote d of table 3. 

coverage, in the centrally planned economies) and. be­
tween 5 and 6 per cent of GNP. Since these conclusions 
are based on data which in most cases take no account 
of government expenditures financed at state and local 
levels, where the totals may be less but the social em­
phasis is typically heavy, they may somewhat under­
state the attention that social items are actually 
receiving, especially in relation to GNP.51 Education, 
largest of the social expenditure items, tends to ac?ount 
for two-fifths of the social total. Health expenditures 
of government are less than half as large on the average 
in the forty-one countries 52 and about 60 per cent _as 
large on the average in the figures for the countries 
with centrally planned economies. 

As has already been emphasized, the interpretatio_n 
of the inter-country differences shown in table 3 IS 

complicated by the incompleteness of the data wherever 

01 However as is pointed out below, an opposite inference might 
be drawn wh;n it comes to comparing the social items with the 

economic items. 
" See table 1, where fragmentary information on private 

health expenditures is given. 
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only the central Government is covered, 63 and by other 
statistical discrepancies.H However, the Governments 
whose taxes and expenditures put a substantial part 
of the GNP through the budget, and those that spend 
substantially for social purposes, tend to be, under­
standably, the same ones. For example, those exceeding 
the median of 21.2 per cent in column 4 have social 
expenditures that average 9.7 per cent of their GNP -
well above that median, which column 7 shows to be 
5.6 per cent - while those found below the · median 
of 21.2 per cent have social expenditures that average 
only 4.1 per cent of their GNP. Further, government 
social expenditure expressed as a percentage of GNP 
tends to vary directly with per capita income; and this 
again is not unrelated to the fact that, except for certain 
large exporters of primary products, few of the poorer 
countries have highly developed systems for raising 
revenue. For social items as a whole, this percentage 
averages 3.3 for the three independent countries in the 
group with annual income below $100 per capita,65 in 
the next group it averages 4.1; in the next, 4, 7; then 
8.2; and finally, in the income group above $900, 11.3. 
For education, the corresponding sequence of average 
percentages, going up the income ladder, is 1.8, 2.3, 
2.2, 2.7 and 3.2; for health, it is 0.7, 0.6, 1.1, 1.1 and 1.9. 
Social expenditure of Governments as a share of their 
own total expenditure shows a similar progression for 
social items as a whole - steadily upward from 15.2 
per cent in the lowest income group, counting inde­
pendent countries only, to 37.9 per cent in the highest 
group. For education and health, however, the average 
percentage rises only up to the third income group, and 
the figures above that point are lower, owing to the 
effect of other expenditures coming in. 

The effect of social insurance systems on the percen­
tages calls for comment. While many traditional societies 
provide social security by means of the extended family 
system, this task becomes increasingly monetized, 66 and 

" For example, the virtually complete coverage of the govern­
ment sector in the highest income group undoubtedly helps to 
account for the high percentages found among those countries, 
referred to in the text below. 

" Such as the need in some instances to use untested recent 
budget estimates in order to obtain reclassified budget data, or 
the need to go back to earlier years for such data or for information 
on GNP. 

" The average for the group as a whole, however, adding in 
the dependent territories, is considerably higher - 5.3 per cent. 
The averages shown for these dependent territories - 6.5 per 
cent of GNP and, more particularly, 32.1 per cent of total govern­
ment expenditures - may be compared with an average 17 .4 
per cent of total government expenditures for current expenditures 
on social services in eleven other African dependencies in 1956, 
according to the United Nations study, Progress achieved by 
the Non-Self-Governing Territories in Pursuance of Chapter XI 
of the Charter: Public Finance (A/4178), This would be roughly 
equivalent to 22 per cent altogether, assuming capital expenditure 
ratios similar to those shown in table 5. 

" Here again is illustrated the fact that expenditure statistics 
(and, especially, government expenditure statistics in isolation) 
can only partially measure social provisions, and that, in certain 
respects, they do less than justice to the conditions prevailing 
in less developed countries as compared with those in the more 
6 
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devolves in substantial degree upon the State, as urban­
ization 57 and other forms of development proceed. At 
higher income levels, the expenditure for education and 
health comes to represent a smaller share of govern­
ment social expenditure as a whole. This is due partly 
to an elaboration of governmental welfare provisions 
not organized on an insurance basis, and partly to 
social insurance systems as such with their large transfer 
payments. The total volume of social insurance payments 
can be very substantial. For example, cash benefits paid 
out under various social security schemes in or shortly 
before 1957, as reported by the International Labour 
Office, were equal in total to between 7 and 8 per cent 
of GNP in Austria and the Federal Republic of Germany, 
about 6.5 per cent in Sweden, nearly 6 per cent in 
Belgium and New Zealand, more than 5 per cent in 
Italy, and nearly 4.5 per cent in France. In Yugoslavia 
they equalled almost 6 per cent of the net material 
product; in Poland almost 5 per cent. 58 However, com­
parative evaluation of the influence of social insurance 
systems on the results obtained in tables 3 and 4 would 
require going behind the published information, since 
the accounting methods followed differ from country 
to country and even from one type of social insurance 
(e.g., health insurance) to another type (e.g., old age or 
unemployment insurance) within the same country. 
In particular, where social insurance funds are inte­
grated with the budget, government accounts will show 
much larger payments than where the funds are inde­
pendent and only the Government's transfers to them 
are reflected. 59 

For example, the social expenditures recorded in 
table 3 for the Federal Republic of Germany and New 
Zealand would be still larger if all payments to social 
insurance beneficiaries were shown, instead of only the 

developed countries. On the other hand, pay scales in the public 
service are often higher in relation to average income, in less 
developed countries, in which case the expenditure statistics 
do tend to give a relatively exaggerated impression of the social 
services rendered. (Martin &: Lewis, op. cit., pp. 208 and 211.) 

67 The trend is not strictly limited to urban, industrial societies 
but appears also in certain agricultural areas under a plantation 
system, examples being provided by the employees' provident 
funds in the Federation of Malaya and in Ceylon. 

•• Data on annual receipts and expenditures of social security 
systems, excluding pension plans for civil servants and certain 
other social security funds, are given in the ILO Year Book of 
Labour Statistics for 1958. See also ILO, The Cost of Social Secu­
rity, op. cit., for extensive information up to the year 1954. 
Tables of international comparisons show the percentages of 
national income represented by all benefits (in kind as well as 
cash) paid out under social security schemes, and the fraction 
of the whole represented by social insurance and family allowance 
schemes as such. Individual country tables show state partici­
pation and the participation of other public authorities in provid­
ing the receipts of the social security system and of its main 
components. For the levels of government inclµded in table 3, 
above, the State or other public contribution in 1954 varied from 
about 10 per cent of total receipts of the social security system 
in France and Portugal, and about 25 per cent in Austria, Italy 
and the Netherlands, up to 70-80 per cent in Australia, Belgium 
and Sweden. 

• • In the one case, the figures ignore the offsetting transfers 
from employers and workers who pay social security taxes; in 
the other case, such offsetting transfers are, in effect, netted out. 
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Governments' own outlays from general taxation. Again, 
the figures for Chile include only an undisclosed amount 
of government contribution to social security funds, 
although other sources indicate that the total expen­
ditures of social security agencies amounted in 1953 
to roughly one-thin! of all outlays of the puhlic sector 
as a whole. On the other hand, in the case of the United 
Kingdom, and some other countries, a much larger 
part of the total paid to insurance beneficiaries is 
included in the figures; without these hencfils, the 
United Kingdom's ,18.1 per cent of total government 
expenditures would he 35.2 per cent. In the Soviet 
Union, social security expenditures of various types 
appear to account for about 1-1 out of 3g per cent of 
Slate expe11tliturcs allocated Lo social and cultural 
fields (table ,1). Al a lower income level, Custa Hica's 
•11.4 per cent of government expenditures for social 
purposes inclutlcs l-l.:> per cent of cunlributions lo 
independent social security funds and government 
employee pensions, together with 2G.9 per cent of other 
items. 

The relations between social and economic expendi­
tures arc of consi<lerahlc interest. In the first place, 
table 3 confirms that these two kinds of government 
expenditure tend to be directly rather than inversely 
correlated. The Governments of certain less developed 
countries, notably Ghana and India, arc seen Lo be 
much higher in the ranking on lhc economic side than 
on the social side, and the reverse is ralher strikingly 
apparent in the case of the Governments of some highly 
developed countries such as the Federal Republic of 
Germany, United Kingdom and United States of Ame­
rica. However, of the twenty-seven countries for which 
figures appear in both of the last two columns, six in 
the top nine for economic expenditures arc also in the 
top nine, and seven arc above the median, for social 
expenditures; while six in the bottom nine for economic 
expenditures are also in the bottom nine, seven are 
below the median and one is at the median, for social 
expenditures. In the second place, table 3 also shows 
that most Governments spend more on social items than 
on economic items, assuming that both broad areas are 
defined as recommended by the United Nations. 

This conclusion depends, however, not only on how 
certain borderline areas are demarcated, but also on 
diflercnces in accounting practice as between govern­
ment departments and government enterprises. The 
social activities of Governments are mostly in the 
departments themselves, where it is customary to record 
expenditures on a gross basis. On the other hand, some 
of the important economic activities that Governments 
may or regularly do undertake (railways, postal and 
telegraph systems, etc.) are commonly run by go-yern­
ment enterprises rather than by departments, and 
usually it is only the investment together with the 
net profit or loss that appears in th~ ~udget. or the 
consolidated government accounts. This !s particula:IY 
the case if the accounts have been reclassified accordmg 
to the United Nations classification, which emphasizes 
the important distinction between activities relating to 
general government functions as such and those involv-
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ing production and sale to meet the market demand. 
Table 3 thus tends to exaggerate the Government·,· 
social role in relation to its economic role, broad!:, 
conceived (even though, as stated above, the govern­
ment social expenditures tend to be understated). How 
great the relative exaggeration is would be difficult tc, 
judge without a more precise clarification of the c?n· 
cepts associated with the question under examinat10n 
and a detailed examination of individual government 
and (wider) public sector accounts. 

The relation of social outlays to outlays for defence 
is naturally also of interest. Obviously the absence of 
a heavy defence hunlcn provides countries with an 
opportunity to devote larger resources to economic and 
social development, and some countries (Ceylon, Costa 
Hica and Finland, for example) have made good use 
of that opportunity. Other factors enter in, howe,:e:• 
especially the scale on which the Government part1~1-

patcs in the economy, as measured by the size of 1ls 
total revenues and total expenditures. A number of 
Governments incur large expenditures both for defence , 
and for social programmes, while some others spend 
only moderate sums for either. 

Quantitative comparisons arc parlicularly unreliable 
in the defence expcmlilnre field, partly because undue 
weight is given to defence in those cases where only 
central government figures arc available, and partly 
because it is inherently diificult in some situations. to 
distinguish bet wcen external defence and the mam­
tcnance of internal law and order, a11d for this and oth~r 
reasons a portion of what is shown under defence Ill 

some countries may elsewhere be classified under other 
headings. Two things can be said in a general way a~out 
the published figures, taken at their face ".alue. ~irst, 
the median figure for defence expenditures Ill the mde­
pcndent countries grouped in table 3 is about 2.8 per 
cent of GNP. Second, no inverse correlation can be 
shown between the expenditures of these Governments 
on defence and on social items, in terms of percentage 
of GNP.60 

SOME FURTHER LINES OF ANALYSIS 

Capital outlays: Table 5 gives an approximat~ idea 
of the extent to which social and economic expenditures 
of Governments represent capital outlays rat~er than 
ordinary payments on current account. By capital out­
lays are meant, in this context, not merely the exp_en­
ditures that the Government itself devotes to capital 
formation directly but also the government loans and 
advances intended to lead to capital formation by the 
recipient. 61 

Concepts and measurements of " capital" vary 

•• The coefficient of correlation is plus 0.35. 

n Purely financial capital transactions (e.g., debt retiren_i;rt 
or purchases of other financial assets) have, as far as posSl t ei 
been excluded both from capital expenditures and f~om t~ a 
expenditures in computing percentages for this and earlier tab es. 
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Table 5. - ESTIMATED SHARE OF GOVERNMENT EXPENDITURES ALLOCATED TO CAPITAL OUTLAYS 

IN SOCIAL AND ECONOMIC FIELDS, ABOUT 1958 

Income group 

Group 1 

Burma ............... . 
India ................ . 
Kenya (1958/59) b ..... . 
Nigeria (1957/58) ...... . 
Uganda c ............. . 
Viet-Nam, Republic of 

(1959) d ........... .. 

Group 2 

Ceylon ............... . 
Colombia {1957) ...... . 
Ecuador (1957) ........ . 
Honduras (1954/55) e •••• 

Korea, Republic of (1960) 
Peru (1957) .......... . 
Philippines ........... . 
Thailand ............. . 

Group 3 

Chile (1956) ........... . 
Federation of Malaya .. . 
Japan .....•........... 
Portugal ......•....... 
Singapore (1960) 

Group 4 

Austria .............. . 
Belgium ............. . 
Finland .............. . 
Germany, Federal Repub-
. lie of d ••••••• , ••••• 

Israel (1954/55) ....... . 
Netherlands .......... . 
Venezuela (1955/56) .... . 

Group 5 

Australia (1954/55) 
France ....•.......... 
United Kingdom ...•... 
United States of America 

Median ... 

Tola! 

27 

42 
17 
26 
26 

9 

28 
(33) 
(14} 

25 

28 
(22} 
14 

17 
21 

(47) 
30 
11 

(25} 
9 

(29) 

49 
(12) 

46 

34 
21 
20 
23 

25 

Capital as percentage of current plus capital 

Education 

4 
8 
8 

12 

10 

(6) 

8 
(18} 

3f 
(7) 

7 

4 
11 

(19) 
14 

9 

(8) 
4 

(14} 

9 
12 
(4) 
20 

19 
21 
15 
21 

9 

Health 

10 
30 

6 

13 

14 

(OJ 
14 

(26} 
44 1 

(21) 
9 

8 
11 

(55) 
12 
0.1 

(6) 

(14} 

11 
13 

19 

16 

4 
10 

12.5 

Social a 

14 

20 
26 
15 
22 

12 

16 

(3) 
20 

(22} 

(11} 
9 

9 

11 
(27} 

g 

5 

(8} 
3 

(14) 

18 
39 

(21) 
25 

25 
23 
13 
11 

14 

Economic 

78 
33 
48 
48 

31 

1/7 
(79) 
(62) 

48 
(80) 

(53) 
55 

55 
54 

(84) 

3 

(5/J) 
45 

43 
90 

(30) 

89 
45 

65 
42 

54 

Economic 
capital as 

percentage of 
social plus 

economic 
capital 

91 
48 
72 
61 

1/9 

79 

(95} 
76 

(78) 

(84) 
83 

73 
76 

(82} 

16 

(82} 
89 

41 
73 

(41} 

70 
56 
63 
63 

74 

NoTE. The general note and relevant footnotes to table 3 apply here as well, and should be 
consulted. 

a Includes education and health as well as other social items. 
b Percentages refer to " development " expenditure and " colony " expenditure. 
c Percentages refer to non-recurrent and recurrent expenditure. 
d Because of unclassified expenditure components, current and capital expenditures do not 

add to total. 
e Capital expenditure for goods and services only. 
f Expenditures for goods and services only. 
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widely,g: so that the risks of inter-country comparisons 
are ewn greater than for the preceding tables.ss llow­
t'\"er, the comparison lwlwcen the economic and social 
itl'IllS in this table is of considerable interest. \Vhereas 
the figures in the collllnns for capital oullay as a share of 
total outlay on education, health and social items as a 
whole al! have medians below 15 per cent,u the corre­
sponding median for the aggregated economic items is 
abo\'C 50 per cent. This striking clifTerence dcpenc)s in 
part on an accounting principle referred lo earlier, under 
which thr current lramactious of public e11t<'rprises 
(whieh naturally fall in the economic column) arc cus­
tomarily cnterecl in the accounts 011 a net hasis. It is 
al~o a fact, howen·r, as the last column of the table 
~hows, that Governments make largrr capital oullays 
for eco11omic items such as highways all(l power plants 
than for social items such as schools ancl hospitals. The 
economic capital aggregates lend lo account for some 
three-fourths of the total for the aggrrgates comhincrl. 0 & 

This is not surprising in view of the financial and other 
implications for the future under allcrnatfre hudgetary 
ancl investment patterns. The physical assets created 
will have to he maintained, whether they arc social or 
rconomic. The economic items arc, however, more 
likely to contribute profit or tax revenue toward their 
own maintenance than the social items. l\loreovcr, 
Governments in unclcr-dcvcloped countries have hecomc 
rather acutely aware thal the essentials for growth 

" Statistics frrqurntly fail to include major rrpairs anrl altera­
tions togrlhrr with new construction, or fail to distingui,h be­
t wrrn newly crratrd assets and assets purchaser! from others. 
Somrtirncs 11011-reverrnr-prorlucing inve,lmenls (e.g., in roads) 
arc lnclurlcd in lhe revenue account of a budget which has not 
nnrlcrgonc rconomic reclassification. In addition, capitnl forma­
tion is a procrss in which budget accounts often show the cash 
rxprnrliturc in one lime-period although the actual asset creation 
takes place in another. 

" A figure for a single year may also gi,·e an unrepresentative 
picture because of the " lumpy" way in which capital expenditure 
tends to occur. 

" The fact that the median is higher for health than for educa­
tion rrf!ccts the weight of teachers' salaries in education expen­
diture, while the public housing outlays included in the social 
total probably explain why the median for this aggregate is 
~lightly above the other two. In connexion with the median 
rrlucation capital ratio shown (9 per cent), the • Karachi plan• 
,·isualizes the following breakdown for primary education in the 
Asia region for the period 1!)60-1980: non-recurring expenditure 
(i.e., school buildings plus teachers' quarters, furniture, equipment 
and teaching aids), 15 per cent; recurring expenditure, 85 per 
cent - made up of direct recurring expenditure (mainly teach­
ers' pay), 75 per cent, and indirect recurring expenditure (teacher 
training, plus direction and inspection), 12 per cent. (Report of 
the Regional ,"\feeling of Representatives of Asian Member States 
on Primary and Compulsory Education, Karachi, 28 December 
1959- 9 January 1960. Paris. UNESCO/ED/173, pp. 46-47.) 

" See also World Economic Survey 1959, United Nations 
publication, Sales No.: 60.II.C.1), page 85, table 2-17, which 
gives a rough percentage distribution of public investment in 
seventeen less developed countries in Latin America, Africa, 
Asia and the Middle East during the decade of the 1950s. Allowing 
for gaps and classification problems, the columns for transport 
and communication, agriculture, and industry appear to average 
about two-thirds of the total as against less than 12 per cent 
for health and education, with the balance made up mainly ?f 
construction (specifically including education and health m 
several cases) plus some municipal and local development, and 
•others•. 
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include expensiYe transport, power and irrigation faci­
lities. 111 addition, it is the social ilrms that present lht · 
more serious servicing problems - not merely the 
paying but the training of teachers and doctors to m3n 
tomorrow the schools :we! hospitals that are built today. 

Bul it would he wrong to sec this preponderance of 
ccouomic capital expenditures as evidence of imbalance 
hetwcen the economic ancl social fields. Capital expen­
ditures are, of course, highly important as a ba~is for 
clcwlopment or growth, hul capital expencliturc 1s not 
the same Lhing as clcvclopmrnlal rxpenditure, or as 
inYestmenl in the broad sense. In particular, much of 
the social l'Xpe11clil11rc that is recurrent, and is normally 
c•nter!'cl in the current account, is nc,Trthcless develop­
mental ancl represents an inveslmPnL -in people. In 
any properly functioning t•1!11cational system, not _o~I~ 
the funds used to h11ild schools (and tcacher-tra1mn,., 
institutes) hut also the salaries paicl lo teachers (and, 
of coursr, to the teachers of teachers) constitute such an 
i nYrst mcnt. 

A l>solulc levels of rxpcnditurc: \Vhereas only ratio, 
haw. heen comi<lere<l up lo this point, table 6 throws 
light on the absolute size of certain social outlays. 
Data underlying previous tables have b~cn used t~ 
obtain estimated dollar amounts per capita sp~nt b) 
Governments for eclncation, 66 and spent by society ~s 
a whole for capital formation in the housing field, Ill 

or around HJ58. Corresponding estimates have not been 
included for health or for social purposes as a whole. 

Two points should here again be stress~d, as a s~fe­
gnard against misinterpretation. First, th1~ summatio~ 
gives only a partial view of what the countn~s concerne 
arc spending for education or housing. P~ivate educa­
tional expenditures are not included, and m most cases 
the government expenditures shown are only (for lack 
of other data) those financed at the central government 
level. The housing expenditLLre figures take no acc~u~t 
of rent and other non-capital payments. These !mu­
tations, coupled with differences in statistical co_verage 
and method to which reference has been made m pre­
vious sections, and with the further difficulty of estilll:8t­
ing dollar equivalents for other nation~l currencies, 
seriously restrict the uses of the table for rnter-country 
expenditure comparisons. Second, comparisons between 
expenditures by no means always tell us how !he 
services rendered compare; one country may be getti~g 
considerably more for its education dollar, or even its 
housing dollar, than another country. 

The table does nevertheless serve as a reminder odf 
t . n 

the great gap between what the poorer coun ries spe 
1 t . d what for social purposes, per head of popu a 10n, an 

the richer countries can and do afford. 67 Group av~rages 
for the figures in the education column go steadily up 

•• Recent estimates for eighty-nine countries, which have be~n 
drawn on in some cases to complete this _table, ar'; giv~5~ 
UNESCO's International Yearbook of Educatzon, vol. XXI, 
pp. 548-550. 

" The gap will be still wider if measured per head ?f school·~r 
population, although narrower if measured per child actua Y 
in school. 
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from about $2.25 (or, speaking of the independent 
countries in the group, a little above $1.25) where per 
capita annual income is estimated to be less than $100, 
to $3.75 where it is between $100 and $200, $8.25 
where it is between $200 and $500, $24 where it 
is between $500 and $900, and $57.00 where it is 
above $900. 88 Also notable are certain figures, such 
as those for Ghana, Japan and Singapore, which stand 
well above those in most countries of roughly similar 
development as measured by income. In the figures for 
gross domestic capital formation in dwellings - which 
in all but four cases exceed the figures for government 
expenditure on education - a rapid progression up the 
income scale is again apparent. Undoubtedly the dearth 
of data from the lower income countries in this column 
is partly a reflection of the previously emphasized fact 
that much of their housing construction takes place on 
a direct or non-monetized basis. 

The choice of exchange rates for translating expen­
ditures in the countries with centrally planned economies 
into dollars presents intractable problems. No one rate 
is necessarily more valid than other rates that might 
be selected. If the official tourist rate is used, then per 
capita expenditures for education, science and culture 
amounted to about $21.50 in Hungary's 1959 plan, 
$23 in Poland's 119581 plan, and $41.50 in the Soviet 
Union in 1958. Expenditures for state housing invest­
ment on the same basis amounted approximately to 
$9.50 in Hungary, $12.50 in Poland (the socialized 
sector) and $17.50 in the Soviet Union (housing invest­
ment excluding private investment and investment 
with special funds of enterprises). 

Trends. The long-term trend of social expenditure 
has been strongly upward, in relative as well as absolute 
amounts. This is partly explainable on the ground that, 
as nations become richer, they are able to make propor­
tionately larger collective provisions for social needs. 
Historically also the great change of opinion in the 
world since the nineteenth century - the awakening 
of social conscience and decline of laissez /aire - has 
provided motivation for the expansion of social outlays, 
quite apart from considerations of capability based on 
wealth. 89 Meanwhile, the growing role of Governments, 
signalized by the growing percentages of national 
resources channelled through government budgets, has 
provided the needed mechanism. 

Suitable time series extending far back into the past 

18 As noted in the previous discussion of table 3, government 
social expenditure as per cent of GNP tends to vary directly 
with per capita income; consequently the absolute expenditures 
In these social fields typically difier more than the corresponding 
income levels. 

•• " The ratios in the less developed countries . , . at least in 
some cases ... surpass the ratios in the [developed] countries 
at comparable historical stages of economic developemnt. In 
fact, public expenditures for education alone have reached or 
exceeded 3 per cent of national income in Ceylon, Egypt, the 
Philippines and Turkey - a figure which surpasses or at least 
equals the ratio of total social expenditures to national income in 
Great Britain and Northern European countries at the turn 
of the century." International Survey of Programmes of Social 
Development, op. cit., p, 187, 
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Table 6. - APPROXIMATE DOLLAR EQUIVALENT OF ANNUAL PER 

CAPITA EXPENDITURES IN SELECTED SOCIAL FIELDS, ABOUT 1958 

Income group 

Group 1 

Government 
expenditures 
for education 

Belgian Congo . . . . . . . . . . . . . . 3,50 
Burma •................. , , 1,75 
India . . . . . . . . . . . . . . . . . . . . . . 1.25 
Kenya ...•................. 
Tanganyika ............... . 
Uganda ................... . 
Viet-Nam, Republic of 

Group 2 

Ceylon ..... , ............. . 
Colombia ................. . 
Ecuador .................. . 
Ghana .................•... 
Honduras .... , ............ . 
Korea, Republic of ......... . 
Peru , . , ....... , , , , , , , , • • • • 
Philippines ............... .. 
Thailand .................. . 

Group 3 

Chile 
Costa Rica ............... . 
El Salvador .............. , , 
Federation of Malaya ....... . 
Japan .................... . 
Mexico ............. , ... , .. 
Portugal ........... , , , , , , . , 
Singapore ................. , 

Group 4 

Austria ............. , , , , , , . 
Belgium .................. . 
Finland ................... . 
Germany, Federal Republic of 
Israel .................... . 
Italy ..................... . 
Netherlands ............. , .. 
Venezuela ................. , 

Group 5 

Australia 
Canada ................... . 
France ................... . 
New Zealand ............. , , 
Norway .......... , , , , .. , , • 
Sweden ................... . 
United Kingdom ........... . 
United States of America .... . 

3.75 
2,00 
2,75 
1,00 

5.00 
(1.00) 
(2.50) 

6,75 
2,50 

( 5,00) 
5.00 

(2, 7 5) 
3,00 

8,00 
9.50 
4.75 
9.50 

14.00 
( 3, 50) 
3,25 

13.00 

( 20,00) 
28.25 

(27.75) 
24.25 
22.75 

( 19, 75) 
(31,00) 
18,75 

27.25 
56.50 
27,25 
60.50 
53.00 
64.75 
70.00 
96,25 

Gross domestic 
capital formation 

in dwellings 

4.00 

4.00 

7.25 
2.50 

1.50 

7.25 

8.00 

37.25 
51.75 

59.50 
46.00 
49,00 

111.50 
56.25 
95.50 
64.50 
76.00 
4:-1.50 

112.75 

NoTE, Figures are based on estimated parities and are rounded 
to the nearest quarter-dollar. For education, the nati?nal data 
underlying table 3 are drawn upon (sec general and detailed notes 
to that table for inter-country di!Ierences in coverage etc.) except 
that more recent national data published by UNESCO are used 
for India, Honduras, Chile, El Salvador, Japan,. Israel, Venezu~la, 
Australia, Canada and Norway. The expenditures on housmg 
construction are from national accounts for 1958 ( except Honduras, 
1957 and Israel, 1956) and are therefore not adjusted for cyclical 
fluctuations (see footnote 19); however, the ~ata appear 1~ t~1e 
majority of cases to be within 5 per cent and m all cases w1thm 
15 per cent of the five-year averages used in table 1. 



arc not readily availahlc, h11l certain examples of 
western experience may he cited. In the Unill'd Kingdom 
the share of total goYernmenl expc1nliture comman1lccl 
Ly social services ro~e fairly steadily from 21 per cenl 
in 18CJO to :~:~ per cc•nt in 1913, dropped as a result of 
heavy military expcl)(\itures !luring the Firsl \Yorhl 
\Yar, resumed its upw:ml course lo -17 per cenl in rn:H, 
and tended lo level o!T thereafter; in relation lo G~P. 
these gon·rnrnent expenditures on social sen·ices climbed 
from :2 per cent in lSCJO to 18 per cent in 1!}50. 70 In 
Swcdt•n, go,·crnmenlal current expenditures in the social 
licltb, not inchuling c<lucalion, rose from abonl 2 per 
cml of net national income in moo lo G per cenl nl lhe 
end of the Hnll's and 10 per cent hy E}S8. 71 In Canada, 
"The cost of public charitie~, welfare, and education 
in the four proYinces of British ~orlh America in 18GG 
amounted lo only fl per cent of total go,·ernmenl expen­
ditures, a figure which may he contrasted with the 
1!1 per cent allotted for social security payments in the 
1950 fl'<leral hn1lgct, in addition lo very large provincial 
and municipal expenditures for social welfare." 72 In 
lhc Soviet Union, o!1icial figures show a rise in social 
and cultural expenditures (calculated on a somewhat 
difTerenl hasis~ for example, basic scientific research 
is incl11cle1\ in the same category with c1lucalion) from 
18 per cent of total budget expenditures al lhc beginning 
of the first five-year plan in 1!}28-'.W to 33 per cent in 
lflj8; inclusion of housing raises the !alter figure lo 
3!} per cent (as shown in tahlc ,1). 

Since the end of the Second \Vorld \Var, lhc emphasis 
on social expenditures has often - though nol always -
again increase<\, with many new and less developed 
nations striving to o\'crcomc aculc shortages of social 
facilities and services quickly, even without a prior 
rise in income. A comparative study of five northern 
countries in Europe shows that social expenditures and 
services as a percentage of national income rose between 
H)50 and 1955 in Denmark, Finland, Norway and 
Sweden, and declined only in Iceland (where the abso­
lute per capita index of such expenditures and services 
nevertheless rosc).73 In Portugal, current expenditures 
of the national Government on education, claiming 
11 per cent of total current expenditures in 1934-35 
and 12 per cent in 1950, were slightly higher at 12.5 
per cent by 1957; current expenditures on public health 
showed a more pronounced upv:ard trend, with corre­
sponding percentages of 4.1, 6.7 and 8.4. 

Expenditures of national Governments for education 

'° Alan T. Peacock & Jack \Viseman, assisted by Jindrich 
Veverka, The Growth of Public Expenditure in the United I{ingdom, 
::-:ational Bureau of Economic Research, Inc., New York. To be 
published in 1961 (GNP at factor cost; social services here 
include food subsidies, accounting for about 4 per cent of GNP 
in 1950). 

11 Or about 15 per cent including capital expenditures and 
the field of education. International Survey of Programmes of 
Social Development, op. cit., p. 187, footnote 12. 

12 Elisabeth \Vallace, "The Origin of the Social \Velfare State 
in Canada, 1867-1900 ", The Canadian Journal of Economics 
and Political Science (Toronto) vol. 16, No. 3, August 1950, p. 384. 

,. Co-ordinated Statistics of Social Welfare in the Northern 
Countries (Stockholm, 1957), pp. 41 and 43. 
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increased as a percentage of their total cxpcnditur~, 
in sollle - perhaps a majority - countries of Latin· 
America. Based on data in reports from thirteen coun­
tries for 1953 or slighlly earlier up Lo around 1958, the~e 
percentages rose for Costa Hica (already high to hegm 
with), El SalYador, Mexico, Colombia and Peru; fluc­
tuale<l in Argentina, l Iontluras, Chile, Haiti and Vcn_e­
zuela without much trend, although the tendency lil 

the lasl three appeare1l to lie upward in the latest 
hudgcl estimates; and 1leclincd in Ecuador, Guatemala 
and (from a high level) Panama. H A 1\owancc must here 
he made, however, for incidental changes caused l~y 
lluctuations in the government total (rather than rn 
the education component itself), as well as for t~e 
possibility of statistical distortions due lo partial d 1~­

conli11uitics in some of the budget series. The same is 
true also in the case of the apparent trends in, ~or 
example, Asia and lhc Far East. Among the countries 
of this region lhal were already independent at the 
beginning of lhc decade, there seems lo have been ~11 

upward movement of aggregate expenditure on social 
services as a percentage of central government e_xpen­
dilurc in Burma, lhc Hc1mblic of Korea and Thailand; 
a slight decline in Indonesia; and no significant change 
in the high ratios already recorded in Ceylon, Japan 
and the Philippines, or in the ratio in India (data for 
education and health, in the states only) 75 or, at a l?~er 
level, for education and health in Pakistan. A rising 
trend was evident in the dependencies of North Borneo, 
Sarawak and (from an already high level) Singapore, 
with little change in Brunei according to the latest 
reported figures. Data for the Federation of Mala?'a 
and - largely on an estimated basis - for Cambodia, 
Laos and the Republic of Viet-Nam show advances to 
higher levels following their attainment of independence. 

\Vhcther a country can give increased attenti?n to 
social expenditures after it gains independence will, of 
course, depend on the pre-existing situation, the strength 
of competing demands upon its new Governlll:ent, the 
extent of foreign aid, and so on. Considerable mforma­
tion is available on the pre-existing situation. Ten of 
twelve British dependent territories in Africa (Bechua­
naland, British Somaliland, Gambia, Gold Coast, K~nya, 
Nigeria Northern Rhodesia, Sierra Leone, Swaziland 

' · b d t and Uganda) showed a higher percentage of their u ge 
spent on current education services in 1956 (when the 
average among them was 8.8 per cent) than ~n 1947; 
only Basutoland (at a high 17 per cent level m 1947) 
and Nyasaland had lower ratios. On the other hand, the 

" As a percentage of GNP however, the national government 
' · · th 1 st three expenditures for education appear to have nsen m e a 

countries mentioned and also, at least slightly, in HonduTrha~, 
d . p 1s 

Chile, Haiti and Venezuela from the prece mg grou • .d 
contrast is not surprising in view of the more or less v.:orld•w;h: 
tendency for the government sector to expand in relatrnn to 
rest of the economy. 

75 A comparison of India's first and second five-year plans 
shows a decline in expenditure on social services from 22.6 ~er 
cent to 19.7 per cent of all expenditur~s under the ~lan.' bu~ a r1~: 
from 16.8 per cent to 17.8 per cent if the rehabi11tat1on 1te~nt 
omitted. Education in these figures declines from 7.0 per c 
to 6.4 per cent. 
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percentage spent on current health services was lower 
in 1956 than in 1947 in all except Bechuanaland, 
British Somaliland and Nigeria. Current expenditure 
on social services as a whole also tended to decline 
slightly, relative to total budget expenditures, during 
this ten-year period, the average figure being 22 per 
cent in 1947 and 19 per cent in 1956, with only British 
Somaliland, Nigeria and Swaziland registering in­
creases. 76 In the Belgian Congo, 26 per cent of the ordi­
nary budget was reported spent on social services in 
1956, and 30 per cent in 1958, as against 15 per cent in 
1948. (With the extraordinary budget added in, the 
percentages in recent years were about the same.) 
Total expenditures for education rose more rapidly 
than those for health. In the combined African terri­
tories under the administration of France, the current 
expenditures for education and health together consti­
tuted about 15 per cent of total expenditure in 1955, 
as against 12 per cent in 1950. 

Records of experience following upon attainment of 
independence are still limited in extent. The Govern­
ments of newly independent countries have difficult 
choices to make. Under severe stress, some of them may 
find it necessary at first to curtail their social outlays 
in relation to outlays for law and order and for economic 
infrastructure investments. 

Ceylon and, more recently, the Sudan apparently 
have maintained, or almost maintained, their pre­
independence degree of emphasis on social expenditures; 
undoubtedly the relatively small size of their defence 
outlays has been helpful in this regard. After Burma 
became independent in 1948, social expenditures 
amounted to 8 or 9 per cent of the budget, as against a 
1938/39 level of 19 per cent - gradually approached 
in recent years, but not yet fully regained. In Ghana, 
a previous down-trend in budgetary attention to social 
services was, shortly after independence, reversed. 
Mention has already been made of the Federation of 
Malaya where the percentages of the budget allocated 
to health and (especially) to education were pushed 
higher, in spite of costly emergency defence expenditure. 
The question is whether competing demands will permit 
the achieved levels to be maintained in these countries 
in the immediate future. A budget estimate for 1960/61 
shows social expenditures of the Government of Ghana 

" A special study of Uganda shows, however, a considerable 
rise in this period, and also subsequently, in the percentage of 
total government expenditure devoted to recurrent and non­
recurrent expenditure on ,social services (" Balanced Social and 
Economic Development in Uganda: A Case Study• (to be issued 
separately)), 
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declining somewhat from their high level while defence 
expenditures and economic expenditures rise. 

THE STATISTICAL NEEDS 

A recapitulation of the findings of this chapter would 
add little, and might rather subtract because a summary 
would omit some of the distinctions and qualifications 
required for an understanding of what the figures do 
and do not show. Three salient points may be singled 
our for repetition. First, a balanced national develop­
ment, with social factors emphasized in due relation 
to economic factors, cannot be fully diagnosed by 
means of expenditure statistics or any other quanti­
tative measurements - including pertinent revenue 
data, feasible estimates of the relative weight of " non­
monetized " transactions in the economy, and the prac­
tical insights obtainable by " performance budgeting" 
techniques. Second, expenditure statistics are neverthe­
less a useful partial guide in this area. Third, the existing 
social expenditure statistics are relatively very inade­
quate. 

Data for the private sector and for local governments 
are commonly lacking. Figures for the state or pro­
vincial governments in federal systems ~ave seldom 
been consolidated with figures for the national govern­
ment. National (and other) budgets, classified to begin 
with on an agency basis, usually still lack a supple­
mentary functional classification - by purpose or field 
of expenditure. Additionally, for various de!ailed r~asons 
international comparability is far from bemg achieved. 

In the course of time these statistical weaknesses can 
be largely overcome, and a clearer picture of the facts 
can then emerge. For this to happen, a statistical ~tt~ck 
along two lines is needed. First, the work o~ reclassify~ng 
budgets along economic and functional Im~ - w~1ch 
is now beginning to gain some momentum m vanous 
regions of the world, including Africa - needs to be 
pressed forward, with main emphasis on claritY: and 
uniformity of treatment of individual component items 
rather than broad aggregative fields. Th_is work _can 
well continue to be based upon the United Nat10ns 
publication, A Manual for Economic a~d Functional 
Classification of Government Transa_ctwns. Se_cond, 
information is needed on national social expenditures 
as a whole since evaluations resting on expenditures 
in the pubiic sector alone are clearly one-sided. H~re 
the problem for the present is still one ?f resolvmg 
conceptual difficulties, with a view to_ askmg Go_vern­
ments to provide information on soci~ expenditu~es 
within a broadened frame of reference mtegrated with 
A System of National Accounts and Supporting Tables. 



Chapter V 

THE CO-ORDIN.A TION OF SOCIAL AND ECONOMIC DEVELOPMENT PLANNING 

AND PROGRA!\ll\IING 1 

J:--TI\ODt:CTIO:--

Hrferences lo the close relationship between the goals 
of economic development and those of social develop­
ment will he found in published policy statements of 
most Governments today, in hoth developed and undcr­
dcwlopcd countries. The purpose of economic de,·elop­
ment - defined as increa~c of per capita national 
income arising from increased production - is generally 
stated to he improvement of levels of living, although 
other considerations, such as increase of national 
strength and prestige, arc usually involved as well 
either explicitly or implicitly. 

Economic growth can bring hcnefits lo the people 
among whom it occurs, and is clearly required for any 
substantial improvement in levels of living, but this 
cfTcct is not an immediate and necessary one. \Vhcthcr 
or not economic growth is beneficial, and how beneficial 
it is, depends on the way in ,~hich it comes about and 
on the directions that it lakes - circumstances that 
arc largely determined by the political, social and 
cultural framework within which it occurs. In other 
words, economic growth, if taking place under certain 
circumstances, creates opportunities for a better life 
and for social progress, hut these opportunities must 
be seized. Similarly, social advance may contribute to 
economic growth, but not necessarily. To achieve 
maximum mutual advantage, social policy and economic 
policy must be adapted to each other. The purpose of 
this chapter is to consider ways in which the integration 
of economic and social policy has been attempted. 

While it is generally agreed that economic develop­
ment lays down the material basis for the improvement 
of the living standard and for the advancement of 
social activities, the means for achieving this purpose 

1 The general approaches to social programming or social 
planning in the context of over-all national development of the 
economically developed countries of \Vestern Europe, North 
America and Oceania; the countries with fully planned econo­
mies; and the economically less-developed countries, were de­
scribed in some detail in the International Survey of Programmes 
of Social Development (United Nations publication, Sales No.: 
55.IV.8), chap. XIII, and will therefore not be described again 
in the present report. Administrative problems linked to social 
development were discussed in chapter IX of the second Inter­
national Survey of Programmes of Social Development (United 
Nations publication, Sales No.: 59.IV.2). Case studies of plan­
ning for balanced social and economic development in individual 
countries, issued separately, will provide further details. 

may or may not he incorporated, in terms of specific 
directives, in a dcwlopment plan or programme. Some 
countries rely, to this end, 011 mechanisms outside the 
economic development programme - on the spread 
of employment and the higher wages made possible by 
economic growth and demanded hy the workers, the 
allocation of larger resources to social programmes 
11 ndcr the normal budget made possible by larger govern­
ment revenues, etc. l\lost countries with developme~t 
plans, however, incorporate specific social targets 111 

their plans together with economic goals - usuall_Y 
targets related directly to the l'conomic targets. Th!s 
is true, for example, of the programme of "economic 
and social development" of the Philippines. 2 That 
country is also concerned about the relation of the 
development programme to existing institutional f?rms 
and cultural values. " The development process will be 
cfTcctcd within the framework of existing culture 
patterns. Desirable changes in political and social 
institutions will be sought through education, d~~o~­
stration and legislation when such [institutions] arem1m1-

cal to the requirements of a rapid economic development. 
Under the Programme, however, care will be taken that 
public policy and action do not upset drastically t_he 
existing non-economic value patterns lest the soci~l 
gains in economic terms will be negated hy the costs lll 

non-economic terms." 3 

The Government of the Soviet Union considers 
improvement of levels of Jiving to be a necessary and 
inevitable consequence of economic growth w~en the 
latter occurs in a socialist society. " The material wel­
fare of the Soviet people is inevitably improving on the 
basis of the general growth of the Socialist economy and 
of the increase in the productivity of labour .. • • The 
strengthening of the economic potential of the country, 
further technical progress in all the sectors of the 
national economy and the uninterrupted growth of_ the 
productivity of ... labour will [therefore] res~lt_ m,,~ 
certain improvement of the people's level of hvmg. 

82 

• See National Economic Council of the Philippin~s, T~~ 
Five- Year Economic and Social Development Program for Fznancw 
Years 1957-1961 Manila, 1957; and ibid., Three- Year Progr~ 
of Economic and Social Develop1!1ent (Financial Year 1959• 
to Financial Year 1961-62), Manlla, 1959. 

• Three- Year Program of Economic and Social Development, 
op. cit., p. 15. t 

• N S Krushchev The control figures concerning the deve/opmen 
of the ~ational econo~y of the U.S.S.R. for 1959-65, an addres~ at 
the 21st Congress of the Communist Party of the Soviet Union, 
Moscow, 1959, pp. 11 and 16. 



The Co-ordination of Social and Economic Development Planning and Programming 83 

" The S_ocialist state, by determining, through national 
economic plans, the production targets for consumers' 
goods and also for the capital goods needed for their 
prod?ction . . . thus basing itself consciously on the 
[specific] economic laws of socialism, determines the 
level at which human needs are satisfied." 6 

Official statements emanating from a number of 
Governments point to the need for achieving balance 
in the public allocation of resources, as a means of 
ensuring that the opportunities created by economic 
growth will be properly realized. Thus, for example, 
the Government of the Federation of Malaya states 
that its policy is " to gear the proposed pace of the 
development of the social sector to the proposed rate 
of expansion of the economic sector", 8 and emphasizes 
the necessity to take into account the allocation of an 
adequate portion of the fruits of economic growth for 
the satisfaction of social needs. The President of Vene­
zuela, in his message of 29 April 1960 to the Congress 
of his country, mentions the " generally accepted 
imperious necessity" of using the income produced in 
the oil and mining sectors of the country's economy for 
the purpose of strengthening the lagging sectors, since 
the " fundamental goal of welfare " can be achieved only 
in an economy with over-all strength. 7 The importance 
of giving economic growth a proper direction through 
balanced allocations, in order to create conditions under 
which it will result in an improvement in levels of living, 
has been defined as follows by Wladyslaw Gomulka, 
First Secretary of the Central Committee of the Polish 
United Workers' Party : " ... it is of extreme impor­
tance ... to balance further investment allocations so 
as to obtain both a growth of those sectors of the 
national economy which require it and also the necessary 
improvement of the population's level of living ". 8 

At the same time numerous government statements 
reflect an awareness of a danger of imbalance in the 
form of excessive social expenditures consuming re­
sources that could be used to promote basic industrial 
growth, and some Governments in this connexion assert 
the need for giving " priority " to the economic sector. 
The Government of the Federation of Malaya " realizes 
that when financial and material resources are limited 
as they are in the Federation of Malaya, the effort to 
plan for a higher standard of living than might otherwise 
be attained demands restraint in current social expen­
diture and even some temporary sacrifice of progress 
in well-being ".9 Similarly, the Government of Pakistan 
states that " resources that can be devoted to this 
[i.e., the social] purpose are limited by the necessity to 

• M. Z, Bor, The Planning Balance of the National Economy of 
the U.S.S.R. (Moscow, 1959), p, 8 (in Russian). 

• Communication of the Government of the Federation of 
Malaya, dated 11 August 1960. 

7 Republic of Venezuela, Mensaje del Presidente de la Repu.blica 
ante el Congreso Nacional. Caracas, 1960. 

• From a statement made by Mr. Gomulka to the fifth plenary 
session of the Central Committee of the Polish Workers' Party 
on 21 June 1960 (Trybuna Ludu, Warsaw, 22 June 1960). 

• Communication of the Govemement of the Federation of 
Malaya, dated 11 August 1960. 

provide a solid basis of agricultural and industrial pro­
gress upon which further social gains will depend ".1D 

The Yugoslav Government states that, "priority has 
been given to economic development. The necessity of 
making the country economically independent and the 
subsequent rapid industrialization have required a 
distribution of the national income primarily in favour 
of economic development ",11 In Burma, during the 
first two years of the Four-Year Plan period [1956/7-
1957/8], actual expenditures in the social services were 
considerably less than the planned investment, appa­
rently indicating a tendency in government development 
financing to curtail social services programmes in times 
of financial stringency.u 

It will be realized from the discussions in chapters II 
to IV above that " priority " is a relative concept 
which must be understood in the national context - one 
Government, for example, may state that it is giving 
priority to industrial development over social services 
but, in fact, may be spending considerably more on 
social services and less on industry than other countries 
at the same level of development - and conversely. 
Also a country may give " priority" to economic deve­
lopment, but then proceed in fact to increase its social 
expenditures more rapidly than its economic. 

Several countries ensure that social benefits ensue 
from their economic development programmes by 
directing these programmes primarily toward the goal 
of full employment, which may be considered to be a 
social goal. This is particularly true of the Netherlands 
and Norway, and also of Austria.13 In Puerto Rico, 
elimination of unemployment was at one time consi­
dered to be a primary goal of the economic development 
programme, but emphasis has since shifted to the raising 
of per capita income. 

The following sections will consider some of the more 
specific techniques for integrating· economic and social 
programmes. 

ECONOMIC PROGRAMMES WITH IMMEDIATE SOCIAL GOALS 

A major means of co-ordinating economic and social 
development is through programmes in the one field 
that have an immediate purpose in the other. Thus, 
the aim of certain programmes technically classified 
as economic is not only to increase production and 
improve welfare in the long run, but also to achieve 
social gains immediately through the extension of 
employment. Such programmes have been adopted in 
more developed countries in periods of depression, and 
in normal periods in connexion with depressed areas. 
They often consist of public works projects which build 

10 Government of Pakistan, National Planning Board, The 
First Five- Year Plan (1955-60), p. 15, 

11 • Planning of Balanced Economic and Social Development 
In the Federal People's Republic of Yugoslavia", study prepared 
by the Government of the Federal People's Republic of Yugo­
slavia {to be issued separately). 

u • Planning for Social and Economic Development in Burma ,. 
(E/CN.5/346/Add.4). 

u Communication of the Government of Austria, dated 10 May 
1960, 



up capital resources anti require consitlcralilc labour -
forest conser\'ation, construction of roads anti trans­
portation facilities, water works and irrigation, improve­
ment of farm-lands, etc. 

Public works projects untkrtakrn in a period of 
depre~sion or in a depressed region of a given country, 
or subsidies to certain industries, mav or mav not lie 
an economically e!1icient ant! justiliahle us~ of the 
nation's resourcrs from a long-range point of view; 
this will tlepentl, among other things, upon their capa­
city to rrstore economic health. But thl'rt' is 1w <louht 
that they can be more rllicient rconomically than social 
rxpenditures which take the form of cash hand-outs 
for nnemployment relief. If public works projects and 
subsidies also meet the welfare goals adequately -
which is sometimes a large "if" - such double-purpose 
economic programmes ha\·e much to commend them. 

In a sensr, economically less developl'd countries 
may he rrganlccl as heing in a state of continued 
depression. )!any have extensive nnrmployment and 
1111cler-rmployment, and the problrm of the unemployed 
and under-employed workers ancl their famili,•s is a 
major issue confronting the Governments conccrnrd. 
But the parallel is limited: the less dc\·elopcd countries 
arc faced with a lack of producti\'c capacity, not idle 
productive capacity, ancl the creation of drmand hy 
the wide-scale distril>ution of funds, whether through 
public welfare .schemes or public works that do not 
increase procluction, is apt to cause inl1alion, and to 
be a mixed blessing from a social point of view. In any 
case, the economically untlcr-dcvclopcd countries do 
not 11a\'c the funds for extensive expenditures of this 
kind. \\·here large-scale public works projects arc 
required for economic reasons, they often rely mainly 
on a single factor of production, i.e., Jabour, either 
through voluntary or compulsory service or through 
the use of the army or para-military bodies. 

Since capital is scarce and labour usually abundant in 
economically less developed countries, it is sometimes 
argued that these countries should concentrate on 
" labour-intensive" projects, which will absorb maxi­
mum manpower, as against " capital-intensive " pro­
jects, which will mean greater productivity per em­
ployed worker but will do less for the unemployed and 
the under-employed, and, in the opinion of some, may 
even aggravate the situation through "technological 
unemployment". Thus, the official policies of India 
and Pakistan pay considerable attention to the develop­
ment of labour-intensive small-scale cottage and village 
industries and afford tax advantages and other forms 
of assistance. There are well-known differences of opinion 
on this type of policy, which runs :counter to the general 
direction that economic development has taken in 
western countries.1' 

An additional argument in favour of the small-scale 

,, For a recent discussion of the question, see International 
Labour Office, Production Techniques and Employment Creation 
in Under-developed Economies, Geneva, 1958. See also Interna­
tional Survey of Programmes of Social Development (United 
Nations publication, Sales No.: 59.IV.2), pp. 147-150. 
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industries, which are aimrtl primarily at relieving rural 
unemploynwnt and unckr-employment, is the fact that 
there is already more 1rnskilled labour in the cities than 
can be absorbed, ancl il cosls the nation more to support 
an individual in the city than in lhe country. By slowj~g 
1lown the rate of urbanization through employment in 

small-scale rural industries, various urhan social o\'er­
ltead costs could he sawcl. The situation is quite differ­
ent from that of European countril's in the nineteenth 
century, wlwn the problem was often one of trying to 
gel labour into the urban facloril's. 

On the other hand, it is 111ai11tai11ccl by opponents of 
the lahour-intcnsiv(', small-industry approach that s~ch 
industries are more costly 11cr 1111iL of product, yic!d 
lower profits and less s:wings for in\'estmcnt, and Ill 

the long-run open up fewer employment opportuni~ies 
than large-scale incluslries with c:1pital accumulat10n. 

Policies to impro\·c the rfliciency of small-scale indus­
tries incluclc modernization of rquipmcnt and po":er 
supply and their integration with large-scale industries 
as parts manufacturers (as in Japan and Switzerland). 
Experience in these two countries shows, however, that 
wage di!Tcrcntials between the rural and the urban 
industries can cause labour problems. 

In a number of cases in economically less developed 
countries, economic programmes arc intended to help 
special classes of people, usually minorities, which a~e 
considered to be in special need. For example, ccon?mi_c 
programmes for depressed classes, tribal groups, J11d 1-

genous populations, nomadic tribes and similar cat~­
gorics have a large social welfare component in their 
immediate purpose. Often the economic progra~mes 
arc joined ,~ith purely social programmes in an rnte­
grativc approach (sec below). 

As mentioned above, a government may also concc~­
tratc primarily for social reasons on the cconom1c 
development of a particular depressed or backward 
region of the country. Thus, it may subsidize the 
establishment of new industries in parts of the country 
suffering from under-employment or with levels . of 
living below the national average where, from the pomt 
of view of economic considerations (e.g., cost of trans­
portation), the industries might not otherwise loc~te 
themselves. In the Netherlands, for example, special 
attention has been devoted, since 1950, to areas with 
structural and persistent unemployment. Originally. 
both encouragement of migration from thes~ ar~as to 
those enjoying prosperity, and industrializat10n m the 
" problem areas" themselves, were considered of equal 
importance in efforts to reduce unemployment: It was. 
discovered, however, that migration was unhkely to 
improve the situation; as most migrants were young 
entrants into the labour market, not long-term unem­
ployed \\Corkers, their out-migration did not reduce 
unemployment to any considerable extent. J\_foreover, 
the fact that it was the younger and most active gene­
ration that left the "problem areas" counteracted the 
efforts to encourage new industries to settle in those 
areas. Stimulating industrialization in these areas, 
re-named "development area_s ", became, the:efo~e, the 
main policy instrument. It mvolved prepanng rndus-
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!rial sites, subsidizing industrial construction, improv­
mg means of communication, constructing workers' 
housing, vocational training, etc. It was found desir­
able to concentrate the new industries in urban centres 
conveniently located in the largely rural development 
areas, rather than to spread them all over these areas. 
This had the advantage of developing local centres 
w_hich are similar in many respects, even though on a 
different scale, to major urban centres, since they have 
a wide variety of services usually available in major 
cities which are too costly to duplicate in a rural environ­
ment, and since they dispose of manpower reserves 
sufficiently differentiated to include varied skills. The 
new centres thus became attractive, on the one hand, to 
new industries looking for locations, and, on the other, 
to prospective migrants from villages in the " develop­
ment areas ", who were enabled to find employment 
in the new industries without overcrowding the old and 
relatively distant major cities and to remain close to 
their family homes (frequently within commuting dis­
tance).15 

In Italy, under legislation passed for the purpose of 
relieving the backwardness of the southern part of 
the country, the State provides extensive incentives 
to new industries establishing themselves in that part, 
mainly by granting them partial tax exemptions and 
credit on advantageous terms. Still other countries, 
which have under-developed areas with the manpower 
surpluses inherent in rural under-employment, have 
found that several smaller industrial plants of the same 
kind built in these areas have, in the long run, proved 
more economical, from the point of view of over-all 
utilization of resources, than one larger plant, even if 
the latter were to be more conveniently located in 
terms of raw materials and of energy supply. By locat­
ing small plants in manpower-surplus areas, it became 
possible to avoid relocation of labour to developed 
areas, thereby avoiding considerable investment in 
housing and social overhead. Programmes of this type 
have been reported from, among other countries, France, 
Japan, Poland 18 and Switzerland.17 

Certain economic disadvantages and continuing costs 
to Governments of setting up new small, decentralized 
industries in rural areas, however, have also been 
encountered and cannot be ignored. According to an 
ILO publication, it would appear "from the Japanese 
experience . . . that promoting the growth of small 
enterprises not only requires government measures to 
bring them into existence but calls for sustained govern-

u " Planning for Economic and Social Development in the 
Netherlands with Particular Reference to the Post-War Years" 
(E/CN.5/346/Add.6); see also G. Hendricks, "Mode of Working 
in the Social Planning for the Dutch Development Areas", 
paper attached to communication of the Government of the 
Netherlands, dated 28 November 1960; and P. C. J. van Loon, 
"The Netherlands Project", paper submitted to the United 
Nations European Seminar on Social Research and Community 
Development in European Problem Areas, Palermo, 1958. 

16 " Planning for Balanced Social and Economic Development 
in Poland" (E/CN.5/346/Add.1). 

11 For more details on such programmes, see International 
Survey of Programmes of Social Development, op. cit., p. 149. 

ment effort to assist them in raising productive efficiency 
and in facing up to large enterprises ... " 18 A similar 
experience has been reported from Puerto Rico: " The 
... government . . . proceeded to erect factory build­
ings and made strenuous efforts to induce continental 
American investors to rent these buildings, many of 
which are located in the most undesirable parts of the 
Island . . . In the short run, these efforts resulted in 
a harder 'selling job' for the Puerto Rican government 
officials, together with a loss of revenue as a result of 
the additional economic incentives which had to be 
granted. In the long run .•. it may turn out that some 
of these factories are so uneconomic that only continued 
financial aid from the government will keep them 
there. And such continued aid may be necessary since 
the political effects of the closing of a factory are 
greatly feared by government officials." 19 L, 

SOCIAL PROGRAMMES WITH ECONOMIC PURPOSES 

Just as economic programmes may have immediate 
social purposes, so also social programmes may have 
economic purposes. This is the case whenever a social 
activity is considered to be a form of " human invest­
ment" (see chapter 11) and is deliberately pursued from 
that point of view. Classic examples of social pro­
grammes with economic purposes are to be found in 
health projects undertaken to clear up conditions of 
disease and ill health in areas that are to be opened for 
agricultural settlement or in which roads, dams, canals, 
hydroelectric plants, industries or other economic 
undertakings are planned. The content of social pro­
grammes may be specifically adjusted to maximize 
their economic value; techniques used in education 
for this purpose are discussed below. 

Another type of socio-economic problem affecting 
economic development and calling for special social 
measures is the instability of labour, which in some 
areas reaches grave proportions. The use of social­
welfare programmes to help stabilize labour and thereby 
cut down the high cost of labour turnover has been 
mentioned above. 20 Measures of this kind include not 
only incentives in the form of higher wages for longer 
services and for improvement of skills, but also holidays 
and bonuses contingent upon a period of continuous 
service, and assistance in child care, education, health 
and recreation, etc., designed to make life attractive 
in the neighbourhood of the industry or mine. 

In the modern large industry, health centres, dining 
halls, facilities for rest and recreation and other welfare 
purposes are built into the establishment and are usually 
counted as part of the capital investment. Like heating. 

u " Production Techniques and Employment Creation in 
Underdeveloped Economies", International Labour Review, 
vol. LXXVIII, No. 2, p. 143. 

,. A. J. Jaffe, People, Jobs and Economic Development, A Case 
History of Puerto Rico Supplemented by Recent Mexican Expe­
rience. A Report of the Bureau of Applied Social Research of 
Columbia University (The Free Press of Glencoe, Illinois, 1959), 
pp. 347-348. 

•• See chapter II. 
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ventilation and light, they arc accepted as more or less 
necessary items of equipment. Housing and transporta­
tion may also he provided by the establishment. Such 
built-in facilities represent, in a sense, the simplest form 
of co-ordination anc.l integration of economic and social 
dc\'elopment. .\!though the view may be put forward 
that thcv are a form of human investment anc.l affect 
morale :{nd efliciency and thereby production, that has 
not been the main reason for their establishment. The 
basic motive has hecn impro,·emcnt of social standards. 
Both national and international labour policies have 
incorporated these rights in laws and convcnlions. 21 

\\'here social insurance or welfare funds arc built up 
as part of social policy and charges arc made on enter­
prises, these charges have sometimes been used as a 
means of inll uencing economic activity ( e.g., through 
reduction of charges for certain t)1>cs of desired in­
dustry). as is the case with other taxes and charges. The 
funds themselves arc a form of forced savings which can 
grow to great size ancl can have considerable ccono1:1ic 
significance. They may he used directly for productive 
investments in selected projects of economic develop­
ment, although this policy has encountered opposition 
on the grounds that funds set aside for the benefit 
of workers and their families should not be tampered 
with and placed in possible jeopardy. Such funds arc 
also frequently invested in residential housing - a sys­
tem that may directly benefit the workers who have 
contributed to the funds, hut that in some cases has 
resulted, in practice, in housing for middle-income groups 
rather than the workers. Even if the surpluses are left 
idle, they may play a significant role as anti-inflationary 
ofTscts to spending in other sectors of the economy. (In 
the present circumstances, these considerations are _of 
less importance to economically less developed countries 
than to economically more advanced areas.) In most 
instances, howcYcr, social insurance fund reserves are 
neither directly invested in economic development pro­
jects, nor left idle; they are invested in securities issued 
by public bodies (such as central, s!atc, provincial_ or 
local governments or public corporat10ns); the real im­
pact on economic dcvclopmenfof the reserves so invested 
is likely to depend more on the borrowing _body'~ expen­
diture policies and structure than on the mtcntions and 
policie.s of the funds' managers. It should h~ ?otcd th~t, 
in many countries, the investment opportumtI~s ~f social 
insurance and welfare funds are by law hm1ted to 
scc"4ritics of the type just described. In the ~nited S~a~es, 
certain welfare funds established by collective bargammg 
between employers' and employees' oi:ganiza!ions have 
recently begun to invest their surpluses _m pubhclytraded 
stocks and participations. This type of _mvcstment s~rves 
to protect the funds against deval~at10n through 1_nfla­
tion, hut is rarely intended to prov~de the funds w1!h a 
voice in managerial decisions afTectmg the co~orat10ns 
in which the reserves are invested. In certam ot~er 
countries, as in Israel, funds have been able to acqmre 

u See International Labour Organisation, Welfar~ Fac~lities 
for Workers, Reports VIII (1) and VIII (2) for the :h1rty-E1ghth 
Session of the International Labour Con!erence I? 1~55, ~nd 
Reports v (1) and v (2) for the Thirty-Ninth Sess10n m 19;,6. 
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a considerable - sometimes even preponderant - in­
fluence in the management of the enterprises in which 
they have invested their surpluses, and thus the funds 
have acquired an important role in the direction of the 
national economy. 

lNTEGRA TI VE PROGRAMMES 

The most complete economic and social integration 
occurs in programmes that arc simultaneously econ~~c 
and social in holh content and purpose, and are admm1s­
tcrcd in a unified fashion. In a sense, any development 
plan that combines both economic and social features 
might he so classified, hut, in practice, in many such 
plans the integration is usually limited to the planning 
phase as such and docs not extend to administration 
and operations after the allocations have been ma~e 
to the separate departments. The reference here is 
to programmes in which the multiple-purpose character 
is reflected in administration and operations, as well as 
planning. 

Perhaps this may best be illustrated by a community 
development programme that is co-ordinated at all le".els, 
both at the centre and in the field, and that combmes 
social projects, as in health and education, with economic 
projects, as in agricultural production and transport~­
tion. The Community Development Programme of India 
is of this type. Both the social and the economic compo­
nents of such community development programmes 
rely on voluntary labour, and on local initiative com­
bined with government assistance; the same person at 
the village level - the " multiple-purpose village-l~v~l 
worker" - has both economic and social respons1b1-
lities in promoting village action. The need to achie~e 
" balanced economic and social development" has, m 
fact, been a major consideration in the establishment 
of community development programmes. In_some places, 
however, it appears that increased producb_on has been 
more difficult to achieve through commumty develop­
ment than have certain social advances.22 

Whether techniques similar to those of community 
development can and should be extended to ~rban 
areas is a matter currently under study.28 Experience 
with community development has ~ntil now b_een 
largely limited to rural areas. Sh~uld_ 1_t prove feasible 
to undertake similar programmes m ~•ties, a _step co~ld 
be taken in the direction of makmg the mtegrative 
approach a central point of both rural and urban 
development. 

Closely integrated economic and social development 
will also be found in certain regional development 
projects, such as the Tennessee Valley Authority (TVA) 

n Community Development and Economic Devel?pment, Part e~ 
A Study of the Contri bulion of . Rural Commun!ty n~;e~J::: the 
Programmes to National Economic Development zn Asz O II F 6 
Far East (United Nations publication, Sales No.: 6 • · • • 

Part I). r ab"lity 
•• on the subject, see United Nations, "The A~p3~c6) 1See 

of Community Development to Urban Areas " (E/CN. I h f'" Id 
also " Proposals for Concerted International Action in t e re 
of Urbanization" (E/CN.5/351). 
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in the United States and the Gezira Plan in the Sudan, 
to name two of the better-known examples. In these 
regional programmes, and in programmes for special 
classes of the population, as well as in community 
development programmes, the problems of co-ordina­
tion are formidable, since established ministries tend to 
carry out their separate functions on a nation-wide basis 
and there is often reluctance to revise this procedure 
on behalf of an integrated development programme. A 
regional development authority may also come into 
conflict with the authority of state Governments. 2

' 

As a final example of an integrative development 
programme, land settlement and land reform projects 
may be mentioned. The commonly stated purpose of 
land reform is to improve the income and welfare of a 
given group of people by re-distribution of wealth and, 
at the same time, to increase agricultural production. 
In the case of land settlement programmes, a re-dis­
tribu tion of population is attempted in order to establish 
a better adjustment to land resources and thus to raise 
the level of living. It is assumed that in land reform 
programmes the peasants who receive the land will be 
induced to produce more crops, although, as noted in 
chapter II, this expectation has often been belied when 
supporting measures to assist the farmers in meeting 
their various problems are not made part of the land 
reform programme. There has been a tendency in recent 
years to introduce economic considerations of produc­
tivity directly into the land reform process by exempt­
ing from re-distribution certain estates meeting pro­
ductivity criteria, or by reducing the amount of their 
lands re-distributed, as well as by imposing on new 
landlords certain conditions designed to ensure adequate 
production. 

COMPLEMENTARITY, PROJECTIONS AND THE BALANCING 

METHOD 

Complementarity is one of the classic concepts of 
economics; it refers to the production or existence of 
certain goods, which serve no useful purpose alone, but 
which require the provision (prior, simultaneous or 
subsequent, depending on circumstances) of some other 
goods in order to become useful (for example, rails are 
useless for transportation purposes unless rolling stock 
is provided). This concept can be extended to cover 
facilities; it has been noted that "certain facilities will 
be found necessary because they perform auxiliary 
functions for more primary objectives. The construction 
of an industrial plant in a remote region requires the 
construction of a number of dwellings, and certain 
communication facilities. Once it has been decided to 
carry out the main projects, the execution of the auxi­
liary activities has also to be accepted." 25 

,. See the discussion of the Damodar Valley project in the 
paper " Planning for Social and Economic Development in India, 
with reference to the Damodar Valley Project Area: A Case 
Study" (United Nations, E/CN.11/DPWP.5/L.5), 

,. Jan Tinbergen, The Design of Development (The Economic 
Development Institute through the Johns Hopkins Press, Balti­
more, 1958), p. 31. 

As may be seen from the above quotation, economic 
projects may require complementary social programmes, 
even though the importance of the latter in this context 
is regarded only from the point of view of the extent to 
which they contribute to the achievement .of the eco­
nomic objectives. 

Projections provide a technique for taking comple­
mentarities into account in a future period. An essential 
part of current planning or programming is the use of 
projections of the future behaviour of certain economic 
variables, such as per capita income or per capita con­
sumption; projections are made on the assumption of 
a continuation of current trends or on certain assump­
tions relating to the effects of forces or policies expected 
to influence the behaviour of these variables. 26 If a 
clear relationship exists between a projected variable 
and other variables, it will be possible to indicate what 
the implications of future development in one area will 
be for other areas. If two areas thus related are re­
spectively economic and social, this can be an important 
basis for the co-ordination of economic and social 
development. 

Thus, if a certain growth in industrial production 
is projected, the requirements in housing transportation, 
professional manpower, skilled labour, etc., can also 
be projected and can serve as a basis for co-ordinated 
planning. Similarly, analyses can be made throu~h 
projective techniques of the implications for the si~e 
of the future labour force (and hence for economic 
activity) of the extension of compulsory schooling by a 
given number of years, or the significance of projected 
demographic growth or urbanization trends for future 
housing. 

There are two areas in which projections play an 
increasingly significant role in the interrel_ation. of ~co­
nomic and social development: demographic pro1ect10ns 
and projections relating to trained personnel of various· 
categories. 

Economic development planning or programming 
must obviously take the growth of population into 
account if it is to set realistic, goals for employment, · 
production and other needs of the f_uture.27 Many eco­
nomists and demographers have estimated the volume 
of investment necessary for the capital requirements of 
a growing population. ~ssuming a capital-output ratio 
from 4 to 5, for example, it has been .estimated· that, 
to maintain existing levels of living, with ,1 per,. cent 
of population growth, it is necessary to h~ve an_ annual 
investment of 4 or 5 per cent of the nat10nal mcome; 
with 2 per cent annual population increase, the inves!­
ment rate required rises to 8 to 10 per cent, and this 

u See United Nations Economic Commission for Latin America, 
Analyses and Projections of Economi~ Devel?pmen}, _An lntr~­
duction to the Techniques of Programming (Umted Nations pubh­
cation, Sales No.: 55.II.G.2). 

21 See Population Growth and the Standard of Living in Under­
developed countries (United Nations publication, Sales No.: _54. 
XIII.7), p. 1. For population projections in the ECAFE reg101_1, 
see " Population Trends and Related Problems. of Eco~om1c 
Development in the ECAFE Region", Economic Bulletin for 
Asia and the Far East, vol. X, No. 1, June 1959. 
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further increases to 12 to 15 per cent with an annual 
population increase rate of 3 per ccnt. 28 But when a 
rise_ in l~vels of living is desired, the proportion of 
national mcomc required for investment is higher. With 
a population growth of only 1 per cent per annum and 
an ol>jcctivc of an increase of income per capita at 
!he rate of 3_ per cent (which is modest if a real change 
1s wanted), 1t has hccn estimated that an investment 
programme of as high as 1G to 20 per cent w:11 be needed. 

. P?IHilation projections arc usually prepared by pro-
1cct111g separately the trends of the factors of popu­
lation growth, that is, of fertility, mortality, and pos­
sibly migration, in relation to the age groups of the 
population. Use is made of the compound interest 
or an analogous mathematical formula to arrive at 
future populalion estimates. \\'hile such techniques arc 
useful to obtain an over-all picture of the situation in 
relation to "aggregate projcclions" and "macropro­
gramming" (concerned with categories such as national 
income, investment, over-all savings, etc.), more refined 
demographic techniques arc useful for detailed " pro­
jections _by sectors" and "micro-programming ". 29 

An example of a more refined approach is the "com­
ponent" method of population projection, whereby the 
trends in birth and death rates arc applied to the age 
and sex composition of a population. 30 This method can 
be used for estimating such quantities as (a) the number 
of families at a future period; (b) the future school-age 
population; (c) the future labour force. 

In view of the problems of adjusting the supply of 
professional and technical personnel to future needs, 
projections of supply and demand of such personnel 
clearly have a critical importance in development 
planning and in the co-ordination of economic and 
social development. The International Conference on 
Public Education, at its meeting on the recruitment 
and training of technical and scientific stafT, held at 
Geneva in 1959, recommended, among other things, 
periodic surveys " of present and future needs at the 
various levels (scientists, engineers, technicians and 
skilled workers) without prejudice to any one cate­
gory." 31 The surveys should include consideration of 
present staff, diplomas awarded, training facilities, 

" Processes and Problems of Industrialization in Under-deve­
loped Countries (United ;-.;'ations publication, Sales No.: 55.II.D.1), 
p. 15. 

" On the use of these concepts, see Tinbergen, op. cit., and 
Analyses and Projections of Economic Development, I. An Intro­
duction to the Techniques of Programming, United Nations publi­
cation, Sales No,: 55.II.G.2. 

•° For some descriptions of the methods of component pro­
jections of population see, for example, Methods of Population 
Projections by Sex and Age: Manuals on Methods of Estimating 
Population - ::-.ranual III (United Nations publication, Sales 
No.: 56.XIII.3) and The Future Growth of World Population 
(Cnited :-Sations publication, Sales No.: 58.XIII.2). For examples 
of practical application of these methods, see inter alia, The 
Human Resources of Central America and Mexico 1950-1980 in 
Relation to Some Aspects of Economic Development (United Nations 
publication, Sales No.: 60.XIII.1, in press), and Population 
Growth and Manpower in the Philippines (United Kations publi­
cation, Sales No.: 61.XIIl.2). 

11 U:--ESCO/IDE/6. 1959. 
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funds available for the training and possible means 
of additional financing. 

In the countries with centrally-planned economies 
such projections arc closely co-ordinated with educa­
tional planning. In the USSR, for example, full-time 
compulsory education now ends with the eighth year; 
the majority of graduates enter productive employment, 
with various provisions for continued vocational train­
ing, part-time education or correspondence courses. The 
institutions taking students above the eighth year 
prepare annual and long-term plans for enrolment, 
taking into account the requirements of the surrounding 
region for specialists. These plans are co-ordinated at 
the Republic and Union levels, and integrated with 
calculations balancing manpower needs and resources 
for the whole economy. A national plan for the training 
of specialists emerges. 

Under this system, the number of enrolments in 
any one subject is determined by the plan rather than 
by the popularity of the subject, so that not all students 
may be able to enter the courses of their first choice, 
since school vacancies will not be available; but, if the 
forecasts of the plan are correct, all of the students 
will find jobs making use of their training. Annual 
plans arc also prepared for the allocation of newly 
trained specialists to employment, with placement 
handled by the institutions themselves. Students taking 
part-time or correspondence courses are not included 
in these annual allocation plans, although they are 
taken into account in the longer-term plans for trained 
personnel. Some of the part-time students, in fact, are 
acquiring formal qualifications for specialist posts that 
they already occupy on a provisional basis. 82 

Many economically developed countries without 
centrally-planned economies are also undertaking ela­
borate assessments both of future needs for skilled 
manpower and of the supplies likely to become avail­
able.88 Such studies are increasingly used both to 
distinguish key shortages (as in science and technology) 
that demand emergency measures and to indicate the 
most desirable lines of adaptation of the school system 
to new conditions. The Netherlands, in particular, has 
undertaken detailed long-term planning for professions 
requiring a long training period (university graduates) 
and for skills expected to be in especially short supply. 
In the professional fields, forecasts of annual demands 
for new entrants have been worked out up to 1970 and 
1980 and have been compared with the 1955 number 
of graduates in each field, as a basis for calculating 
shortages and surpluses and thus for estimating needs 

82 Communication from Government of the USSR, dated 
29 July 1960. For details on a similar system in Poland, s~e 
" Planning for Balanced Social and Economic Development_ m 
Poland". In Poland, the use of "perspective plans" coven~g 
the period of several of the more detailed national plans per~1ts 
the State to make decisions on the prerequisites for expans10n 
of certain types of education ten years or more before the increased 
number of graduates is needed. 

•• The report of a 1950 conference sponsored by UNESCO 
described the methods used in some countries: Education in a 
Technological Society, Tensions and Technology Series, Paris, 
1952 (SS.51.V.2A). 
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for expansion of enrolment in some faculties. The Nether­
lands, however, has not attempted a comprehensive 
co-ordination of education with manpower demands, 
and a recent study concludes that "a systematic and 
integrated model through which problems in the field 
of education and manpower can be viewed in their 
entirety does not yet exist." 3 ' In fact, most educational 
authorities outside the countries with centrally-planned 
economies, while they consider manpower surveys highly 
useful, dot not favour the matching of educational out­
put with expected manpower demands in any compre­
hensive or precise way. In the first place, the educa­
tional and manpower planners have only limited confi­
dence in their own ability to make accurate long-term 
forecasts in an age in which new skills are continually 
being created and old ones are becoming obsolete; they 
feel that the schools should impart adaptability more 
than training for specific jobs. In the second place, 
while national authorities can influence school systems 
in many ways, in most countries they cannot control 
these systems in detail and would not be supported 
by public opinion if they tried to exercise such control. 

The co-ordination of education with manpower needs 
is a much more urgent question in less developed coun­
tries than in countries that possess a large reservoir of 
skills, and many efforts along these lines are now being 
made, ranging from common-sense evaluations to pre­
cise forecasts for specific skills and professions. Most 
national development plans, as well as the country 
studies prepared by the International Bank and other 
inter-governmental agencies, give some attention to 
the subject, though often keeping to general terms. 
UNESCO has sponsored a study of scientific and tech­
nical manpower needs covering much of Asia.35 A 
commission headed by Sir Eric Ashby, which reported 
in 1960 on educational needs in Nigeria, made estimates 
of Nigeria's requirements for technicians and pro­
fessionals through 1970 and 1980.36 

Some of these studies have led directly to practical 
programmes. In 1957, for example, the Department of 
Industrial Research of the Bank of Mexico circulated 
detailed questionnaires on the demand for technical 
and skilled manpower to a sample of 18,000 industrial 
establishments throughout the country. The replies 
were tabulated and discussed with managers of selected 
industries before a study was prepared taking into 
account projections of the growth of industry up to 
1960 and 1965 and showing significant manpower gaps 
in certain branches of industry. This study became the 
basis for a training programme organized by the Bank 
in co-operation with fifteen Mexican universities, the 
United Nations Bureau of Technical Assistance Ope­
rations, the ILO and UNESCO. 

•• " Planning for Economic and Social Development in the 
Netherlands with Particular Reference to the Post-War Years", 
op. cit. 

" W. Brand, "Requirements and Resources of Scientific and 
Technical Personnel in 10 Asian Countries", UNESCO Statistical 
Reports and Studies, 1960 (SS.60.XVI.6A). This report discusses 
the methodology of such studies. 

•• Investment in Education, Lagos, Nigeria, Federal Government 
Printer, 1960. 

The report of the 1950 UNESCO Conference on Edu­
cation in a Technological Society warned that estimates 
of supply and demand for manpower are " tools of 
varying value. They should be placed in the hands of 
the policy-maker and the administrator as indications 
only. The tools may, on occasion, be blunt; the estimates 
may be wildly inaccurate . . . The absence of any 
infallible formula,. however, does not make foresight 
less necessary." 87 This warning applies with particular 
force in countries that have only imperfect information 
on the numbers of persons practising various professions 
and their qualifications, let alone on the numbers of 
technicians and skilled workers. 

Often the projections of trained personnel have to 
be quite crude. It is usually difficult even to know the 
present supply, as a base figure, except where there is 
compulsory registration of the personnel in question. 
Questionnaires have been used, but the returns are apt 
to be incomplete in coverage, while at the same time 
poorly-qualified individuals may paint an unduly opti­
mistic picture of their training and abilities. The process­
ing of the data may also be quite time-consuming and 
expensive. The supply of graduates from domestic 
and foreign institutes is an important source of data, 
as are census data and sample surveys where available. 

It is usually assumed that the existing ratio specialists 
to the quantity of production in industry, agriculture, 
transport and communications, etc., will be maintained 
in the future, so that, given the projected production 
figures, the educational requirements will be known. 
Ratios from other countries are sometimes used as a 
rough guide when local data are lacking. In Japan, 
requirements have been determined through sample 
surveys of employing establishments and projections 
based on expected annual growth rate of the economy, 
on the assumption that the distribution in the different 
branches of activities will remain constant. 

Projections of requirements for trained personnel in 
social fields, however, are not necessarily simple pro­
jections based on the existing situation and the expected 
rate of growth of client population; they usually also 
involve assumptions concerning future standards. Thus, 
projections of requirements for physicians will take 
into account standards that may not yet have been 
attained for the ratio of physicians to population. 

Up to the present, most studies relating education 
to skilled manpower needs in the less developed coun­
tries have been carried out by experts or committees 
without any guarantee of continuing attention to the 
problem. One of these experts has concluded, however, 
that " a permanent organization is required to keep the 
supply and demand of scientific and technical personnel 
effectively under review. Ad hoe investigations may be 
valuable in certain respects, but they will often point 
up the necessity of creating a. continuing ag~~cy for 
the purpose . . . If more scientists and techmcians of 
a particular kind are required for developm~nt, the 
curricula of universities and colleges, the social pro-

37 Education in a Technological Society, op. cit., p. 20. 
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cesses for the selection of students and the secondary 
school programme and its orientation may come under 
investigation." 3s 

* * * 

The "l.Jalancing method" provides the basic means 
for relating economic and social programmes (as well as 
for relating and reconciling conflicting requirements 
of the programmes in either of these two fields) in the 
Cnion of Soviet Socialist Hepublics and in countries 
with similar planning machinery. This method,involving 
analysis of complcmentarities and the use of projections, 
consists in comparing lhe prospective availal.Jility of 
materials, goods, services and manpower during the 
period covered l.Jy the plan (or a specific period shorter 
than that covered l.Jy the plan) with the requirements 
for thrm during the same period. In essence, the balanc­
ing method is analogous in some respects to the method 
used by planners in countries with free enterprise and 
mixed economies with regard to specific materials that 
are required for projects undertaken, or encouraged, 
by lhe State, but that happen to be in short supply. In 
some countries with mixed economies and compre­
hensive planning, the methods used are also similar in 
various respects to the balancing method used in coun­
tries with centrally-planned economies. 

The broad scope of the planning of production and 
services in countries with centrally-planned economies 
requires precise information on availabilities and re­
quirements of as many materials and skills as possible. 

\\'ith experience in planning, the balancing method 
was extended from materials to skills and to capacities­
for example, balancing existing production and pro­
cessing capacities with requirements for semi-finished 
products or finished goods. In the social field, this 
extension has included l.Jalancing capacity of existing 
training facilities with requirements for professional and 
technical skills. Other relevant balances now made 
include that of residential housing, both existing and 
prospective under a given assumption, with expected 
requirements resulting, inter alia, from the rate of 
family formation. An example of the application of 
the balancing method may be taken from the planning 
of health services. The existing capacity of the national 
health services and the numbers of available medical 
personnel are evaluated in terms of prospective re­
quirements for services, expressed in categories such as 
ambulatory visits to health centres, physicians' and 
nurses' home visits to the sick, and "hospital-days". 
These requirements are arrived at through projections, 
for various years, of population figures and morbidity 
statistics, due account being taken of such factors as 
difTerential incidence of specific diseases, estimated 
medical capacity to deal with them, _future age and 
occupational structure of the populatwn, urban-rural 
population distribution, and the postulated stan~~rds 
of service. The calculation of the extent of add1tI~ns 
to training facilities is one of the more difficult planmng 

" \\'. Drand, " Requirements and Resou~ces of Sci~ntiflc and 
Technical Personnel in Ten Asian Countries", op. cit., P• 10. 
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tasks, since the time lag is quite considerable between 
the initiation of such new facilities, often involving 
construction work and the preparation of teaching 
personnel, and the final result of the programmes based 
on them. Decisions regarding the expansion of physical 
facilities for training and of the teacher supply must 
therefore be made ten or more years in advance of the 
date at which the newly graduated physicians will be 
needed. Programmes for expanding both medical service 
and training facilities are, in turn, affected by balances 
in other sectors and by decisions as to priorities based 
on such balances. For example, the balance of construction 
materials will influence ultimate decisions regarding the 
construction of training facilities; the balance of the 
precision instruments industry will be relevant to 
decisions concerning the standard of equipment of 
surgery facilities in hospitals. Also, decisions regarding 
the expansion of medical training facilities may be 
affected by requirements for graduates of other courses 
of training. 

The balancing method is used to measure " reserves " 
of materials, skills and capacities that are not matched 
by requirements and may, therefore be assigned to 
new uses. Apart from the addition of new productive 
capacities, the mobilization of reserves discovered by 
this application of the balancing method is the m?st 
important single source for the expansion of product10n 
and services, and thus for better satisfaction of the needs 
of the population. The " reserve discovery " aspec~ of 
the balancing method is of particular importance in a 
period when rapid technological progress augments the 
availability of traditional materials, by increasing ~ro­
ductive capacity, and by substitution of new materials 
or better utilization of the traditional ones. The same 
reasoning applies to the increasing availability of man­
power that, as a result of technological progress, has 
become available for new tasks. 39 

ADMINISTRATIVE ARRANGEMENTS 

FOR THE CO-ORDINATION OF PLANNING 

FOR ECONOMIC AND SOCIAL DEVELOPMENT 

The role of public administration in many countries 
has suddenly expanded from the traditional one of 
primary concern with tax collection, mai~tenance of 
law and order, and similar accepted functions, to the 
management of large and complex development pro­
grammes. Whether such programmes are co-ordinated 
and integrated in actual practice depends upon t!1e 
ea pacity of the government administration to ad.apt _its 
structure and take over this new role. The determmat10n 
of priorities and the appropriation of public fund_s _for 
development purposes remain questions for pohtical 
decision in most countries, but the formulat10~ _a~d 
execution of programmes are generally the respons1b1hty 

•• For certain aspects of the balancing method and of ~s 
application, see statement by the delegate of the U~SR to/ : 
Fifth Session of the ECAFE Working Party on Economic Dev~ i°p 
ment and Planning, Bangkok, 23 Sept..,mber 1959, and Brom~ af 
Mine, Planowanie Gospedarki Narodowej (Warsaw, 1955), vo · • 
pp. 50-56. 
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of the government administration which may be and 
often is, ill equipped for these tasks. ' 

Effective development planning thus requires not 
only an adequate plan but also an administrative struc­
!ure th~t will ensure satisfactory co-ordination and 
mte~rat10n of social and economic programmes. It is 
possible to examine the administrative structure from 
a nu':Ilber of angles. In the first place, co-ordination 
and integration of social and economic programmes 
may be seen as a problem of relationship among the 
different government departments and government­
controlled corporations in the formulation of develop­
ment programmes, both horizontally among the differ­
~nt units concerned and vertically through all levels, 
1.e., from the highest to the lowest. Secondly, questions 
of administrative co-ordination arise at the execution 
stage. 

It is often felt necessary to set up special adminis­
trative machinery of various types (e.g., planning com­
missions, development ministries, regional authorities) 
for development programmes that involve multiple 
fields of activity. New organs, which may combine 
economic and social functions, are considered to have 
the advantage of departing from traditional bureau­
cratic procedures and of starting with more efficient 
and flexible methods, better adapted to over-all pro­
grammes. But these advantages may be offset if there 
is excessive proliferation of new machinery and dupli­
cation of effort with existing administrative services. 
Co-ordinating committees, set up among existing agen­
cies but without actual executive authority, represent 
another important mechanism; suc11 committees can 
also proliferate beyond requirements, however, and 
can absorb more time and energy than is justified by 
the results. 

The present brief summary deals only with machinery 
for co-ordination at the national level. It should be 
kept in mind, however, that the approach to planning 
and co-ordination is often highly pluralistic. One may 
find, despite an apparent absence of central machinery 
specifically charged with co-ordination, an elaborate 
network of arrangements for consultation and control, 
involving national government agencies, provincial and 
city governments, public corporations, universities, and 
even non-governmental agencies that have been en­
trusted with social or economic functions (such as the 
national Red Cross society or its equivalent). 

In the majority of countries, whether or not there 
is a long-term development plan, the Government's 
immediate programme is contained in an annual operat­
ing budget and a capital budget which may cover a 
longer period of time. These budgets may be accom­
panied by proposals for legislation. 40 The budgets 
represent a reconciliation, usually by a bureau reporting 
to the cabinet or council of ministers or directly to the 
chief of state, of the proposals of separate departments 
and agencies, as well as of the recommendations of 

•° For a detailed analysis of this method of programming, see 
" The Fiscal Budget as an Instrument of Programming Economic 
Development", E/CN.12/521. 

official advisory bodies. If there is no long-term develop­
ment plan, the budgets are the main instruments 
through which priorities are determined and the 
resources available to the Government distributed 
among competing programmes. The budgets are nor­
mally submitted to a parliament or other legislative 
body which may modify their provisions and thus also 
take part in the process of programming. 

In these cases, the budgetary agency may assume 
broad responsibilities for co-ordination of social and 
economic programmes. This is true of the United 
Kingdom, where the Treasury's Department of Supply, 
following priorities set by the Cabinet, attempts " so 
to control public expenditure as to achieve a balance 
in the programmes financed by that expenditure .... 
Strictly, it would be satisfied only when expenditure 
was so distributed that the last pound spent on each 
programme produced the same amount of public good." 41 

The Department of Supply is empowered to review and 
criticize all proposals for new policies or legislation 
involving expenditure before it is presented to the 
Cabinet. It is divided into seven divisions, each con­
trolling the expenditure of a group of government 
agencies; one of these divisions, for example, deals 
with social services, another with agriculture and food. 

In a number of countries, the fiscal budget submitted 
to the legislature is supplemented by a broader report 
showing the relationships between the Government's 
intended expenditure and the national economy. In 
Norway, for example, such a report is called an economic 
budget (nasjonalbudsjettet) and is prepared by a bureau 
within the economic affairs division of the Ministry of 
Finance. This bureau is assisted by an advisory Econo­
mic Budget Committee composed of representatives of 
government agencies, including the Ministry of Social 
Welfare and the Central Bureau of Statistics, which 
maintains contact with organizations outside the govern­
mental framework. The Economic Budget is discussed 
and approved by the Cabinet before presentation to 
Parliament. The Government of Norway has also pre­
pared three long-term programmes (the most recent for 
the years 1958-1961), through ad hoe groups of civil 
servants assigned temporarily to this task, but it has 
not been decided whether such programmes will be 
presented in the future. 42 

If the country has a development plan, this too is 
usually passed upon by the cabinet and submitted to 
the legislative branch for approval or modification, 
although approval of the plan may not guarantee appro­
priation of funds beyond the year of submission. The 
actual preparation of the development plan is normally 
the responsibility of a planning agency which may be 
directly represented in the cabinet (for example, a 
Ministry of Planning) or which may be a subsidiary or 
advisory body (such as a National Planning Board, 
Commission or Council) reporting, like the budget 

" Samuel H. Beer, Treasury Control: the Co-ordination of 
Financial and Economic Policy in Great Britain, Clarendon Press, 
Oxford, 1956. 

" " Planning for Balanced Social and Economic Development 
in Norway", op. cit. 
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agency, to the cabinet or the chief of state, or attached 
to an economic ministry or to the state bank. 

The kind of co-ordination of economic and social 
development that obtains in an administrative sense 
depends, among other things, upon the nature of the 
planning work undertaken. For example, in some cases 
planning work is essentially no more than a compiling 
of desirable objectives and proposed expenditures -
covering economic alone, or economic and social, acti­
vities - put forward hy the separate ministries and 
realized according to executive or legislative decision on 
priorities, as funds become available in the period 
covered. In other cases, planning work consists pri­
marily of research by an expert stafT on current trends 
and on the implications of allernative governmental 
policies, including the social implications of economic 
policies and vice versa, thereby providing an analytic 
basis to assist executive or legislative decisions. In still 
other cases, specific targets are set in both economic 
and social fields under a comprehensive plan that 
incorporates decisions on priorities covering all sectors, 
and relates future expenditures to planned production 
and income. Where the primary emphasis in planning 
is on regional development, administrative arrange­
ments for economic and social co-ordination will be of 
yet another type. 

A few countries have set up separate dual bodies to 
handle social planning and economic planning. Unified 
planning systems arc much more common, however; 
some countries that have in the past used dual planning 
arrangements have abandoned them, partly because 
these systems did not appear to result in satisfactory 
co-ordination of the two fields, or even within the social 
field. In Burma, for example, where a largely indepen­
dent Social Planning Commission had existed for a 
number of years, in 1959 it was at first subordinated 
to the )Iinistry of Social Welfare (with which it had 
worked most closely when still an independent agency) 
and subsequently abolished. It appears that the Social 
Planning Commission's usefulness as an over-all plan­
ning organ in the social field was impaired by its 
inability to establish proper working relationships with 
other " social " ministries, such as the ?IIinistry of 
Education. As a result, the Burmese Social Planning 
Commission was unable to co-ordinate sectoral plans 
emanating from ministries other than that of Social 
\Yelfare, and became, in fact, an adjunct to the latter;43 

formal subordination and then absorption were the 
logical consequences. In the Egyptian region of the 
United Arab Republic, also, social and economic planning 
were for a period carried out independently by two 
separate and co-equal hoards (subject only to co-ordina­
tion bv the Council of Ministers), but these arrangements 
were ;bandoned in 1957, as a result of criticism to the 
efTect that the bifurcation of economic and social 
planning and policy-making machinery had l_imited 
the extent of examination of proposed economic pro­
grammes from the point of view of their possible soci~l 
implications. Under present arrangements, respons1-

u • Planning for Social and Economic Development in Burma ", 
op. cit. 
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bility for the policy and technical aspects of social 
planning have been assigned to separate organs of the 
new consolidated planning machinery, along with similar 
work in respect to economic planning. 

Unified socio-economic planning agencies have been 
developed most extensively in countries with centrally­
planned economics. The planning machinery of these 
countries, with special reference to the social aspects, 
was described in an earlier report. 44 Since then, the 
arrangements described have undergone important 
changes, some of which arc changes in practice rather 
than formal legislative revisions. The changes have 
varied in extent from country to country, but they 
have certain elements in common. 

The lengthening of the time period covered by plan­
ning is one such common element. In the USSR, it is 
reflected in an extension of the period covered by the 
long-term development plans; while five-year periods 
were, until 1955, almost invariably standard for such 
plans, the present development plan covers seven years 
(1959-1965). To emphasize the long-term character 
of this plan, it is generally called a "perspective plan". 
Moreover, it is likely that the time period covered by 
future perspective plans may be even longer. Per­
spective plans for certain branches of the economy are 
also worked out for ten or fifteen years, or even longer 
periods. 0 In Poland, the perspective plan is intended 
to provide the guidelines for, and to dovetail, several 
consecutive regular long-term plans, each covering five 
years. The period to be covered by the first perspective 
plan was originally contemplated as one of fifteen years 
(1961-1975), but was subsequently extended to cover 
twenty years (1961-1980). The tendency towards length­
ening the period covered by long-term development 
plans is due to various factors, among which the growing 
technical and economic complexity of major investment 
projects is only one. From the social point of view, the 
necessity of meshing economic programmes with popu­
lation projections, and the increasing dependenc~ of 
the programmes' success on the availability of suffic1e~t 
professional and highly skilled technical personnel 1s 
of some importance, since the preparation of such_ p_er­
sonnel, including the provision of teaching and tram~ng 
facilities, must transcend the traditional five-year penod 
of a long-term plan. 

Limitation of the managerial functions of the central 
planning authorities is another common feature of the 
changes that have occurred in the planning syste~s 
of the east European countries since 1955. In this 
respect, the Polish reform was the most radical. Under 
earlier legislation enacted in 1949 and 1950, t~e form~r 
Polish State Planning Board was able to exercise consi­
derable influence on the policies of other government 
departments; that influence resulted not only fro1:1 the 
circumstance that by law the Board had a promment 
position as the originator of policies, but also from the 
extent of the operating responsibilities that had been 

u International Survey of Programmes of Social Development, 
op. cit., pp. 201, 204. . 

n N. R. Bychek, The organization of planning for t~e national 
economy of the USSR (.Moscow, 1955), p. 36 (In Russian). 
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vested in it. As it was a highly centralized body, with 
power of decision on most matters of any importance 
resting with its Praesidium, this situation not only 
created a number of bottlenecks and administrative 
difficulties, but also resulted in delays in planning 
work itself. The separation of the co-ordinating and 
operating responsibilities from the strictly planning 
functions therefore became the crucial point of the 
1956-1957 reform of the Polish planning system. 46 The 
Planning Board was reorganized, divested of its mana­
gerial functions, and forbidden to interfere with the 
current work of the ministries, which were given full 
responsibility for policy and operations within their 
respective fields; the tasks of the central planning 
agency were strictly limited to planning work proper 
and to closely related activities. A similar pattern of 
reform was carried out in Czechoslovakia. In the USSR, 
some of the co-ordinating and executive functions of 
the State Planning Board were, under the reform of 
1955, transferred to individual ministries in both the 
economic and social fields. In the 1957 planning reform, 
even the remaining managerial functions were removed 
from the jurisdiction of planning organs and assigned 
to the newly organized regional economic councils. 

Decentralization is the third common element in the 
changes undergone by the planning arrangements. in 
many of the countries with centrally planned econom~es. 
Decentralization was most radical in the Soviet Umon 
where, owing to the very size of the country, inefficiency 
fostered by over-centralization caused consider~ble 
losses. From the functional point of view, decentraliza­
tion in the Soviet Union was quite thorough-going in 
the social field where it involved the transfer to the 
Governments of the individual Union Republics (within 
the limits of the over-all planning decisions as to invest­
ment and accumulation, which continue to be set by 
central policy directives) of policy-making and plan­
ning in the separate sectors, except those of higher 
education and of prevention of epidemi~ dis~ases_- In 
addition to the preparation of central policy directives, 
the responsibilities of the All-Union ~l~nning 1:J~ard 
include co-ordination of possibly confhctmg dec1s1?ns 
made by the planning boards of the individual Republics, 
and ratification of their other decisions. Operating re­
sponsibility in the social field was also tra~sfer_red to 
the Governments of the individual Republics; m the 
case of those Republics subdivided into administrati~e 
regions ( oblasii), operating responsibility for certam 
social sectors was transferred to the governments of the 
oblasii. The regional economic councils established un~er 
the 1957 reform have no responsibilities in the social 
field but their duties include operation of most indus­
trial' plants manufacturing goods required for the imple­
mentation of programmes in the social . and cultu_ral 
fields, such as printing plants and factories producmg 
medical goods, all of which were previously operated 
by the ministries under whose auspices such p_rod~cts 
were used or distributed. The necessary co-ordmat10n, 
on the level of individual Republics, between the mi-

" " Planning for Balanced Social and Economic Development 
in Poland", op. cit. 

nistries responsible for the operation of social pro­
grammes, and the regional economic councils which 
have assumed similar responsibilities in the economic 
field, is one of the functions of the planning boards of 
the Republics. Their authority in such cases is based 
on the fact that the areas controlled by regional economic 
councils are always wholly within the same Republic.47 

In Poland and Czechoslovakia, decentralization in 
the social field involves both planning and operations 
in certain sectors, but only operations in others. Even 
in sectors where planning remains the responsibility 
of the central organs of the State, the impact of the 
decentralization principle has resulted in increased 
weight being given to proposals submitted by the 
regional governments to the central planning boards. 
Policy-making has remained the responsibility of the 
central authorities in both countries. 

In Yugoslavia, the decentralization of the planning 
system began earlier than in the USSR ~nd i~ the other 
countries with centrally-planned economies; It appeared 
in a series of reforms enacted between 1952 and 1954. 
The extent of decentralization provided by for Yugoslav 
legislation is considerably broader than in the other 
countries mentioned above, where the role of the plan­
ning units of local governments, as well as that of _the 
citizens themselves assembled in rural or urban precmct 
meetings, 48 is largely initiative and advisorY:. In Yugo­
slavia, however, actual planning and operatmg respon­
sibilities have been assigned to the municipalities, bot? 
rural and urban. Within the urban municipalities, admi­
nistrative precincts (" housing com~unitie~ ") a_re re­
sponsible for the operation of some socialservicesd1~e_c~ly 
affecting everyday life (such as local health facilities 
and centres for the care of children of employed parents), 
and corresponding planning resp~nsibilitie~ have been 
assigned to these precincts. Thus, ~n the social field, the 
role of the planning organs at the higher levels of govern­
ment is largely a co-ordinating one. ~he Yu~os~av 
Government also reports that, "of particular s1gn!fi­
cance in the elaboration, adoption and imple~ent~t~on 
of social plans is the participation of public opmI?n 
through representative bodies, various_ forms of soc1~l 
self-government in the economy and. m non-econo~1c 
activities. The participation of citizens m th: elabor~t10n 
and implementation of planned tasks IS especia_lly 
ensured through the assemblies of voters and housmg 
communities." 49 

In economically less developed countries ~here_unified 
economic and social planning systems are m ex1stenc_e, 
increased preference appears to have been s~own m 
recent years for boards that conc~ntrate exclu~Ively on 
planning policy without managerial or operat10nal re-

., There may be one or more economic regions within t~e 
territory of an individual republic; in the latter case, th~ e~ono~ic 
regions may, or may not, be coterminous with the admm1stratJve 
regions. . . 

" For the role of urban precinct and village meetmgs m t?e 
planning process in Poland, see " Planning fo: Balanced Social 
and Economic Development in Poland", op. c1t. 

., " Planning of Balanced Economic and Social Deve~opment 
in the Federal People's Republic of Yugoslavia", op. c1t. 
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sponsibililies or involnmcnls. Thus, in Indonesia, an 
independent Nationnl Planning Council was established 
under the HlGO constitutional change. Subject to the 
final authority of the President of the Republic, over­
all responsibility for planning in the economic, social 
and cultural spheres is vested in the National Planning 
Council, which thus superseded the separate planning 
organs which had existed under the earlier and more 
involnd administrative planning system and which 
had been subject lo Cabinet control. In Pakistan, the 
Planning Commission and the Economic Council, rc­
speclinly, perform similar functions under the control 
of the Presiclcnl. 

In most countries, planning hoards or councils arc 
deliberative bodies, with control over the variously 
named secretariats which arc charged with preparatory 
planning work and at a later stage with the necessary 
legislative drafting. From the point of view of co-ordi­
nation, the role of these secretariats is pivotal, since 
they arc responsible for collecting, marshalling and co­
ordinating the factual material on which further plan­
ning work is based, and for its coherent presentation 
to the policy-making bodies. In India, for example, the 
planning secretariat is divided into general divisions, 
which arc concerned with individual sectors of the 
economic and social life of the country, such as agri­
culture, industry and minerals, village and small indus­
tries, transport, natural resources, health, education, 
etc., as well as into divisions which arc concerned with 
the totality of the economic and social life, but from 
specific points of view (e.g., statistics and manpower); 
interest in social planning is thus represented, on the 
one hand, by a number of divisions of the first category, 
and, on the other, by certain aspects of the work of 
those in the second category. With a view to securing 
expert technical advice and assistance, the planning 
boards make extensive use of ad hoe technical committees 
or panels, consisting of officials and other persons with 
special knowledge and experience in the given fields. 
In Indin, there were, in 1959, seven panels of economists 
and scientists, including panels on education, health, 
housing and regional planning, labour and land reform. 
In 1953, the Planning Commission also set up a Research 
Programmes Committee to initiate and encourage re­
search on economic, social, administrative and political 
aspects of development. The Committee, which is headed 
by the Deputy Chairman of the Commission, consists of 
eminent social scientists. It works in close co-operation 
with universities, research institutions and schools of 
social work in the country. Planning councils and similar 
agencies in other Asian countries such as Pakistan and 
Ceylon have also made extensive use of technical work­
ing groups, panels and various consultative bodies, 
which include representatives of employers' and workers' 
unions, chambers of commerce and research institutions, 
as well as social scientists, university professors and 
other interested parties. By providing data for use _in 
the formulation of development plans, these bodies 
have been important mechanisms for integrating the 
social elements of plans into the total planning effort. 
In Ceylon, for example, the Technical W?rking Gr?up 
on Skills, organized by the Planning Council Secretariat, 
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made a detailed study of the requirements of skilled 
personnel and made appropriate recommendations, 
which were included in the ten-year plan. 50 

The alternative solution of concentrating the consecu­
tive stages of planning work in special ministries rather 
than in boards and their subsidiary bodies still remains 
quite widespread, particularly in Latin America and in 
the Middle East. The difTcrcnce between these two 
approaches to the organization of planning machinery is 
quite important. Where actual responsibility is assigned 
to a ministry, its activities usually remain not only 
under the over-all control of the political leadership of 
the Stale - which, of course, is also the case where 
planning responsibility is vested in a board - but also 
subject to frequent review by the Cabinet and thus to 
the influence of the ministers in charge of substantive 
government departments. In this way, the necessary 
compromises of day-to-day politics arc in a position to 
intrude on planning work, a situation less likely to 
occur where such work remains the responsibility of a 
board selected from among experts and professional 
planners who are not currently participating in politics. 
Direct ministerial responsibility for planning work also 
may afTcct the continuity of planning, particularly 
where cabinet changes arc frequent and where the 
difTcrcncc between the political coloration of successive 
cabinets is significant. This is true even in dependent 
territories, where the responsibility of the legislative 
bodies is still largely limited to an advisory role but 
where the difTerent views of successive heads of the 
executive (governors) are likely to have a strong in­
fluence on the orientation of development planning, as, 
for example, in the relative emphasis on economic and 
social expenditures. 

In some countries of the :Middle East, the advisability 
of freeing the organs primarily concerned with plann!ng 
from preoccupation with problems of implcmen_tat10n 
and of day-to-day administration has resulted m the 
replacement of previously existing ministries of de_velop­
ment - which dealt with both planning and imple­
mentation of projects - by ministries charged exclu­
sively with planning work. "In Iraq, for example, under 
the 1959 administrative reform, the Ministry of Develop­
ment and the Development Board were abolish~d,_ th~ir 
operational responsibilities transferred to the mm1stnes 
concerned with the substance of the development pro­
grammes, and planning responsibilities vested in a new 
Ministry of Planning. 

Some of the less developed countries have recently 
moved towards the decentralization of their develop­
ment planning and administration. Although different 
methods have been applied in India, Pakistan,_ and the 
Egyptian region of the United Arab Repu~hc, these 
countries are relying on local and regional bo~1e_s for !h~ 
more detailed aspects of the planning and adm1mstr~t~o 
of social and economic programmes, and for the ~aisrng 
of part of the funds needed. General policy and gmdance 

PI P 464 · also 
• 0 See Government of Ceylon, The Ten- Year an, . · • • 

" Planning for Social and Economic Development m Ceylon 
(to be issued separately). 
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continue to ema~ate from the central planning agency 
and other agencies and can be made effective through 
the requirement of central approval of locally prepared 
budgets as well as through conditional grants from the 
central budget. 

Admin~strative reforms aiming at improvements in 
the quality of work and efficiency of the planning 
systems are sometimes difficult to carry through, owing 
to the growth of vested interests - political, group and 
personal - around existing planning arrangements. In 
q~ite a few countries, attempts to reorganize the plan­
mng systems have resulted only in the creation of new 
organs, with the old ones retained. With or without 
nominal planning or co-ordinating machinery, the sepa­
rate departments of Government may continue to ope­
rate in surprising isolation from each other. Under these 
circumstances, the redistribution of planning tasks has 
sometimes impaired efficiency even more; lines of re­
sponsibility have become blurred, and vague statements 
have sometimes emerged as the only fruit of the often 
disputatious co-operation between the various coexist­
ing planning organs. 

The preceding pages have indicated a wide range of 
methods of co-ordinating social and economic pro­
grammes, in countries that engage in formal development 
planning as well as in those that do not. The most 
nearly universal method is the preparation of the 
Government's annual budget, which implies some assess­
ment of the relative advantages to be expected from 
alternative allocations of resources, although the criteria 

may not be expressly stated, and although the Govern­
ment may not realize the budget's full value as an 
instrument of co-ordination. Many countries have set up 
more elaborate machinery for planning and co-ordina­
tion and have made increasing use of long-term projec­
tions and calculations of complementarities involving 
several social and economic fields. Another trend is 
apparent, however, in some of the countries that have 
been most committed to comprehensive planning; this 
trend is toward the simplification of planning machinery 
and the devolution of some planning responsibilities 
upon regional or local bodies. In fact, the broad respon­
sibilities for development that Governments have 
assumed demand complex methods of co-ordination, 
but these methods are likely to become rigid and cum­
bersome unless they are constantly reviewed from the 
standpoint of flexibility and the promotion of local 
initiative. 

Up to the present, the relative effectiveness of different 
administrative arrangements for this purpose has not 
been assessed through comparative studies. In parti­
cular, there has been no objective comparison of the 
experience of countries using various types of special 
administrative machinery for the co-ordination of social 
planning with economic planning at different levels and 
between levels, and those of countries without special 
planning machinery. While such studies could not be 
expected to result in blueprints applicable to any given 
country without modification, they might provide 
useful guidance for developing economies. 



Chapter VI 

CONCLUSIONS 

1. The treatment of halancecl social ancl economic 
ckYelopment in lhc Hl61 Report on the World Social 
Sil11ation is preliminary ancl experimental. The Report 
does not attempt to set forth an ideal conception of 
halanced development with a recommended order of 
priorities. It undertakes rather to seek clarification of 
the concepts and questions involved, and to approach 
the problem of balance from an empirical point of view. 
TI1c emphasis is upon the actual patterns of develop­
ment of clificrcnt countries, their budgetary allocations 
to economic and social fields, and the methods used 
to integrate economic and social development, rather 
than upon theories as to what balanced development 
ought to be. In this regard, it is hoped that further case 
studies of experiences within individual countries will 
broaden the empirical basis for understanding the inter­
relations of economic and social development. The 
conclusions that emerge from the present report arc 
necessarily tentative, in the nature of hypotheses, subject 
lo debate and to further research and analysis. 

2. The question of balance between economic and 
social development can be considered from the point 
of view of the effects of activity in one field upon other 
field~, the mutual requirements for development across 
fields or sectors, the capacities of the economy to sup­
port particular social programmes, and the require­
ments of social justice. Much of what is said about 
balance between economic and social factors could be 
said equally about balance between different economic 
factors (e.g., industry and agriculture) or between ele­
ments within a single social sector (e.g., between primary 
and secondary education). The use of the terms "social" 
and " economic "in contra-distinction to each other may 
lead to a degree of artificially induced opposition which 
it would be unfortunate to encourage. There are, how­
ever, special difficulties of a conceptual and methodolo­
gical nature that apply to the social factors in their 
relation to the economic factors, often leading to less 
than adequate consideration of these factors in economic 
development theory and planning. 

3. As a rule, economic and social factors comple­
ment or support each other in the objective process of 
development. With certain exceptions, and in varying 
degrees, progress in any one field (industry, transpor­
tation, education, labour, welfare, health, etc.) tends to 
be held back by failure to advance in other fields. This 
is the well-known vicious circle - poverty begets 
ignorance, and ignorance bcgets poverty. Conversely, 
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advance in any one field will, with some exceptions, be 
beneficial or potentially beneficial in other fields. The 
exceptions, however, arc important. Advances in indus­
trialization, for example, even while promoting employ­
ment and higher levels of living, may be accompanied 
by certain social problems which arc not necessarily 
inevitable but which call for positive social programmes 
tied in with the industrialization process, and for 
institutional changes designed to maintain social cohe­
sion and stability, as far as possible, in the context of 
economic development. 

4. While, at the objective level, progress in any one 
sector will usually be beneficial to other sectors, there 
is also competition among sectors for the expenditure 
of available resources - competition for money and 
manpower, particularly skilled manpower - so that 
in this respect progress in one field can hamper progress 
in other fields. Tims, the construction of factories may 
absorb resources that could be used for housing and 
vice versa. At the family level, better housing promotes 
better health, but when low-income groups move into 
better housing and have to pay substantially higher 
rents, their level of health may in fact decline because 
they have less to spend on nutrition and medical care. 
Similarly, in the case of public expenditures, there are 
limits to investment in a given field beyond which 
further investment will appear to have, broadly consi­
dered, a negative net effect. Generalizations concerning 
competition for resources, however, like those concerning 
complementarity in action, require certain qualifica­
tions: resources obtainable for a given purpose through 
special means, as through special taxes or charitable 
donations or voluntary efforts, may not be available in 
practice for other purposes; the distribution of educa~ed 
manpower in different fields may depend in most m­
stances on individual choices, which can result in unde­
sired surpluses in some fields, along with shortages in 
others; some of the most important social activities 
and reforms have relatively little reflection in expen­
diture. 

5. In the strategy of development, a proposed pro­
gramme in any particular field should be looked at 
from three points of view: 

(i) Its value in the field in question; 

(ii) Its value in terms of essential contribu_tions or 
induced benefits (or possible disadvantages) m other 
fields; 
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(iii) The value of alternative uses of the same invest­
ment of resources. 

ldeal!y, the problem of balanced development might 
be said to be the determination of a pattern of resource 
outlay (publi~ and private, economic and social) such 
that the max~mum contribution to over-all development 
(both economic and social) in a particular country would 
be achieved. 

6. In practice, such a conception, while it can serve 
as a_ rough guide to policy, cannot be translated into 
precise objectives and quantitative terms, at least at 
present. There are two reasons for this: 

(i) Uncertain knowledge regarding the cross-effects 
and implications of development in particular fields; 

(ii) Difficulties of measuring economic and social 
effects in comparai)le terms. 

. 7. Mu~h has i)een learned in recent years about the 
mterrelat10n ~f economic and social factors in develop­
ment, and tlus knowledge can help to guide develop­
me~t policy. Various oi)stacles to development in the 
s_o~1al. scene are recognized (such as extreme inequa­
hties Ill distribution of income and excessive concen­
~ration of land ownership), and much more attention 
1s now i)eing given to the role of the human factor in 
economic growth, including, for example, the crucial 
~ole of education. Conversely, economic development 
1s now recognized as a central means of progress in 
human welfare; most economic development planning 
or programming is stated to have the ultimate social 
purpose of raising the levels of living of the population. 
~evertheless, much has yet to be learned about the 
1~ierrelations of economic and social development, espe­
cially as regards effects that are indirect and variai)le. 

. 8. There is an important group of social programmes. 
mcluding those concerned with distribution of income 
social security and family welfare, where it is particu~ 
larly difficult to observe a direct impact upon economic 
development. Yet such programmes may have signifi­
cant indirect roles in helping to establish a climate 
favourable to economic growth. It is not possible to 
state such indirect effects in quantitative terms for 
comparison with costs, or to set up simple universal 
rules regarding their appearance, especially in situations 
where the elusive factor of human motivation is cen­
trally involved. A social programme that has a positive 
~fleet on economic development in one context, because 
it strengthens morale and stimulates effort, may not 
~ave such an effect in another context and may do 
httle more economically than drain off resources. In 
general, however, it may be said that the attitudes and 
aspirations of the various classes of the population and 
their feelings of integration and of participation in 
development are factors of very great importance for 
econo1:°ic development in the long run - as are, corre­
spondmgly, social institutions as well as governmental 
programmes that serve to enlist or strengthen such 
participation and motivation for economic growth. 
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9. Whereas economic development is measured in 
monetary terms, social progress is not.1 Social invest­
ments or expenditures that are designed to raise levels of 
living directly - e.g., expenditures on medical care 
general educat~on, family welfare and social security ~ 
may have social results that can be measured quite 
accurately, as through changes in mortality and mor­
bidity rates or in literacy rates; but such rates are not 
c~nvertible into monetary values. This fact, together 
with the difficulty of determining the economic results 
of " human investments ", means that the values of 
different economic and social programmes (or of pro­
grammes in different social fields) cannot be compared 
in any precise manner, in terms of what the programmes 
accomplish for development as a whole. 

10. Correspondingly, it is not possible to establish 
objective criteria of balanced social and economic 
development in the sense of employing a scientific scale 
by which a nation's health, education or welfare activity 
could be weighed, in conjunction with its economic 
circumstances, and found to i)e too little or too much 
or in perfect balance. Specific requirements across eco­
nomic and social sectors - for example, educational 
or training requirements for given economic purposes -
can be determined through techniques of development 
planning or programming, but no countries, including 
those with the most highly planned economies, deter­
mine their social standards in general, or their levels 
of activity in such broad fields as health, education 
and family welfare, simply by making quantitative 
analyses of an economic type. This does not mean that 
Governments, in their budgetary outlays, cannot and 
do not attempt to achieve a "balanced" set of alloca­
tions in deciding among alternative expenditure pro­
posals; it means that such decisions, when involving 
social expenditures, cannot be based on analyses of 
input and output using a monetary, or any other uni­
dimensional, scale. This is, in fact, no different from the 
use of the concept of balance in the medical and psycho­
logical sciences to refer to optimal relationships among 
factors that are quite differently measured - the opti­
mal relationship is determined on the basis of empirical 
evidence. Governmental allocations for economic and 
social development, in the last analysis, are made essen­
tially by political decisions within the context of avail­
able resources, but these decisions can benefit from 
various kinds of empirical data on the interrelations 
of economic and social factors. 

11. While economic and social progress is not 
measured by a common scale, it is possible to compare 
and correlate the behaviour of economic and social 
variables and hence to construct a pattern or profile 

1 The view that levels of living and changes therein must be 
measured through separate statistical indicators of the different 
components (health, nutrition, education, conditions of work and 
employment, etc.), which cannot be combined or converted into 
a common scale, monetary or otherwise, was put forward and 
developed in some detail in the Report on International Definition 
and Measurement of Standards and Levels of Living (United 
Nations publication, Sales No.: 54.IV.5). The position taken in 
the present report on methodological questions relating to the 
measurement of social and economic development follows this 
point of view. 
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analysis of the levels of dcvclopmenl of individual 
countries, indicating whether particular countries are 
more advanced or less advanced in measurable social 
compo11enls than other countries at the same level of 
economic deve!opmcnl (or connrse!y, more advanced 
or less advanced economically for their level of social 
dcwlopment). This, logellwr with other lypcs of data, 
may rnnlrihule to an empirical study of lhe problcm 
of balanced development, a11cl may yield information 
of interest lo cou11tries concerned with their growth 
pattern. 

1~. Such au analysis, which was attempted in chap­
ter I I I of lhe Heporl, suggests that various economic 
and social factors do not necessarily have the same 
growth trends; health, for example, improves more 
rapidly today al lhe lower levels of development than 
al lhl' higher levels, while the reverse is lrne of national 
income and energy consumption. Tims lhe gap between 
the more developed and l he less developed countries 
is. widening with regard lo some indices and narrowing 
with regard lo others. 

1:t The comparative analysis of lhe interrelationship 
of selected economic and social indicators in a large 
number of couulrics suggests the existence of "imba­
lance" where there is a parliculorly striking discrepancy 
hel ween levels of the economic and social indicators. 
The social-economic pattern lends to reflect the internal 
distribution of income an1! services. Countries where 
economic indicators arc much higher than the social 
indicators arc frequently those countries with consi­
derable inequality of income distribution. On the other 
hand, some high-income countries wilh a very high 
level of health appear to be countries with relatively 
narrow ranges of income distribution and particularly 
small differences between urban and rural incomes. 

l•l. Comparative analysis of the pattern of national 
expenditures can also be attempted, as was clone in 
chapter IV. Such analysis indicates that public social 
cxpcntlilurc, as a proportion of national income, tends 
lo have a positive rather than a negative correlation 
with public economic expenditure. There is a tendency 
for the percentage of the national income devoted to 
social expenditure lo rise as the absolute level of 
income rises. Comparative analyses of public expendi­
ture patterns arc, however, particularly complex and 
difiicult, owing, inter alia, to differences in coverage and 
classification. Costs for given services (e.g., medical 
services, school instruction) in their relation to other 
cosls in the country may also vary widely from country 
to country, so that two countries with similar per capita 
national incomes may spend the same percentage of 
their national incomes on medical care or education, 
but the effects on levels of health or education may be 
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quite different if these services are several times more 
expensive in the one country than in the other. While 
there arc a great many statistical difficulties in the 
comparative analysis of budgetary expenditures, the 
subject merits further study, particularly in view of 
the importance of the national budget as an instrument 
for balancing and co-ordinating economic and social 
clcvclopmen t. 

15. Social programmes in many countries today 
arc quite autonomous; there is often little consideration 
of their economic implications - and little considera­
tion of lhc social implications of economic programmes. 
Once a given relative lcvel of budgetary allocation for 
a particular field is established, it tends to be perpe­
tuated. The traditional emphases given by different 
countries to particular social fields vary widely, partly 
no doubt because of differences in value systems, but 
parlly also because of historical accident. 

16. In development planning, social programmes 
that rdnforce ccono'mic programmes have a special 
and strategic significance, as do programmes that 
economize on scarce resources and exploit idle. re­
sources (e.g., idle labour). Similarly, economic pro­
jects that arc most likely to contribute to the solution 
of urgent social problems should have priority, other 
things being equal. 

17. An increasingly important means of interrelating 
economic and social development is the use of projective 
techniques and similar methods of analysis which indi­
cate what the requirements in other sectors will be, 
as a result of intended or anticipated developments 
within any given sector. The application of these tech­
niques to the social field is still at an early and experi­
mental stage. 

18. In many countries, there is no specific machinery 
for the systematic review and evaluation of mutual 
implications of economic and social programmes. In 
other countries, such review and evaluation may be 
a main function of the planning machinery. In still 
other countries it is carried out as part of budgetary or 
legislative policy, or as part of the operation of a plan­
ning office that sets forth the implications of various 
policies. In countries with planned economies there h~s 
been a tendency in recent years towards decentrah­
zation and extension of the period covered by planning, 
while planning offices are being divested of any man~­
gerial and operational responsibilities in the econ?m1c 
or social fields. Evaluation of the effectiveness of differ­
ent administrative arrangements for the planning a~d 
implementation of social development programmes 111 

connexion with economic development programmes 
calls for further study at both national and international 
levels. 
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