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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,! 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.?
A more extensive use of government replies was not possible in the present report;*
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.

! 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 IL

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

* 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 the Bureau of Social Affairs with the co-
operation of the Statistical Office 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 World Health
Organization. Materials 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 the present report. Finally, attention is called to the Report of the Expert
Working 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 1

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.* 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 evidence 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.: 57.1V.3.

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 faced with
balance-of-payments crises or broader economic diffi-
culties. A number of them, particularly in Latin Ame-
rica, have turned to drastic policies of *austerity ” 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 these countries
export, in relation to the manufactured goods they
import, although over-optimistic and poorly planned
.gover‘nment expenditures, deficit financing, chronic
inflation, drying up of the flow of investment funds
from abroad, and many other factors have entered into
the picture to varying degrees in different countries.

Economists as well as political leaders are far from
agreement about the economic advisability of the more
drastic austerity measures, with one group arguing for
high developmental spending at all costs. More com-
monly, however, the austerity policies are looked upon
as a prerequisite to sound development through the
most eflicient use of resources, and the influence of such
intergovernmental agencies as the International Mone-

tary Fund has been an important factor behind their
adoption.

On the social side, the austerity policies have not
generally resulted in any cutting of expenditures on the
programmes that are now considered to have the most
direct bearing on development — principally education
and public health — although they may in some cases
have prevented expansion of these programmes. Some
of them have been accompanied by government pledges
to give more attention to the previously neglected rural
population and to food production. They have, however,
resulied in the abandonment or modification of various
measures that bolstered the incomes, levels of consump-
tion, and job opportunities of urban workers during
previous years, at a time when these groups, and parti-
cularly the unskilled recent additions to the labour
force, are feeling the direct effects 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 to 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 been 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-

term future depends on the extent to which national
pglicies succeed in stimulating economic growth at a
high enough rate to produce a visible improvement in
their well-being. A recent meeting of economists, socio-
logists, and political scientists to discuss the social
aspects of economic development in Latin America
agreed that sound development requires not only more
effective 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.z

(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
World War. The newly independent States (mainly in
Africa) are in general much smaller in territory and
population, poorer in 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-
vices and higher levels of living ; on the other, by dis-
ruption (ranging from slight to practically total) of the
existing 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.

HeavLTH ?

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

¢ 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 informz}-
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 cpidemic occurred. In Latin
America, the number of countries reporting cases in-
creased from five to six, but 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
outbreaks.

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 World Health Organization: Annual Epidemio-
logical and Vilal Statistics (latest edition, for the year 1957,
published July 1960) ; Epidemiological and Vital Stalistics Report
(monthly publication) ; The First Ten Years of the World Health
Organization (1958), chap. 12-34 ; Annual Report of the Direclor-
General to the World Health Assembly and to the United Nations
(Official Records of the World Health Organization, Nos. 67, 75,
82, 90, 98).

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 ......ooiiiii e 23,442 14,731
America ....... . i, 8,421 2,979
Asia .ovini it 65,116 57,547
Europe ..........ciiiiiiinninn, 85 12
97,064 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 tropicat
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 mostimportant 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

1« World Health Organization, The Work of WHO 19569;

Annual Report of the Director-General lo the World Health Assembly
and 1o the United Nalions, p. v, and p. 4.



Report on the World Social Situation

Social Situation. A quantitative estimate of recent
changes in the global picture of these diseases is not
available, but the scale of campaigns against them would
suggest that their prevalence has declined during the
period underreview. Over thelast ten years, for example,
half of the 200 millions people living in yaws-endemic
areas have been examined and, where necessary, treated.

The number of known eases of these diseases, of course,
increases considerably when a population has access to
treatment and finds out that the methods actually
work ; many formerly hidden cases turn up for treat-
ment. In a leprosy project in Asian countries, for
example, the initial estimated number of cases was
about 1,000, but when work was actually carried out
in 1955 and 1956, 5,000 cases were detected and treated.
While the probable number of leprosy cases is small
compared with some other mass diseases, Lhis is one of
the most expensive 1o treat and most costly in terms of
the disabilities it causes. Probably about 2 million
leprosy patients are registered throughout the world,
about three quarters of whom are under trealment, but

WHO estimates that the total number of sufferers is
between 10 and 12 millions.®

The diseases discussed above are important, as causes
of sickness or death, mainly in the economically less
developed regions.

Continuing progress has been made against polio-
myeclitis, particularly in the economically developed
countries. ‘The chief event here has been the rapid
advance in the use of live altenuated poliovirus vaceines,
administered orallv; extensive field studies have been
carried out in many countries, notably in the Union of
Soviet Socialist Lepublics, where the lotal number
vaccinated by this methed was well over 50,000,000 by
mid-sumnier 1960, with an impressive record of safely
and strong indications of efficiency.® At the same lime,
venrereal syphilis and gonorrhoea, discases which after
the advent of penicillin seemed to be declining rapidly

in importance, have in several countries shown a dis-
turbing recrudescence.

The major health problems of the economically de-
veloped countries continue to be the * degencrative”
diseases of the upper age groups, especially heart
disease and cancer. Important progress is being made
in research into the actiology of these diseases, but this
has not as yel appreciably altered their incidence, and
the findings — many of which have uot received final

confirmation — cannot be summarized adequately in
a brief review.

Medical care

Data on the ratio of persons to hospital beds in the
1957 Report on the World Social Situation showed
general improvement between 1948 and 1952. Data
up to 1957 now available show that the gains have

s Ibid., p. 17.

+ World Health Organization, The Work of WHO 1960, Annua
Report of the Director-General lo the World Health Assembly and
fo the United Nations.

continued; but not at a wvery 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.

Increase from Percentage
Region . 195210 1957 increase
in number of beds

ATHCA vrvvve ettt 57,730 26
Asiaand FarEast ................ 370,216 51
Middle East and North Africa ..... 51,445 33
Latin America and Caribbean ...... 97,185 19
Europe (excluding USSR).......... 439,640 10
North America and Qceania ....... 40,600 2

TotaL 1,056,816 13

The percenlage increases are largest in the less deve-
loped regions bul these comparalive percentage gains
are not as significant as they might appear, in view of
the different bases for the figures. The relatively small
percentage increase in Europe resutted in alarger quanti-
talive expansion than the high percentage increase 1In
Asia. In the USSIR, the number of beds increased, be-
tween 1950 and 1959, by 609,000 (from 1,011,000 in
1950 to 1,620,000 in 1959, or from fifty-six per 10,000
persons to seventy-six).?

Between 1950 and 1958, the number of physicians in
186 countries and territories increased by about 39 per
cent, from 1,245,000 to 1,733,000.

]FoOD PRODUCTION AND NUTRITION ®

By Lhe opening of the period under review, the cco-
nomically advanced regions had recovered from the
setbacks 1o food production originating in the Second

World War to such an extent that they were accumulat-

ing surpluses of certain commodities. In most other
regions food production had roughly kept pace with
population growth. In the FFar East, long the most poo'rly
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 but not

in qualitative terms) only by changing from a net expor- ‘

ter to a net importer of foods ; its per capita consump-
Lion 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 following table indicates, most of

the regions have made at least limited per capita gains.

The gap between the regions with food surpluses and

those with food deficits, however, has not narrowed.®

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

s This section is based on FAQ’s annual rep.orts on The S.tale
of Food and Agriculture for 1959 and 1960, in which detailed
statistical data may be found.

» In July 1960, FAO launched a Freedom-f'rom-H.unger
Campaign which seeks to focus world attention on this continuing
problem. A plan by which needy areas are to receive §urplus 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)

1954/55 1955/56 1956/57 1957/58 195859 1959/60

Pre-war

average
Western Europe .............oc..... 93
Eastern Europe and USSR ........... 85
Northern America ................... 87
Oceania ..............c0ooiiiiin. .. 110
Latin America ...................... 103
Far East (excluding China (mainland)) 108
Middle East ...........cccoviinnn... 95
Africa....... ..ottt 96
ALL ABOVE REGIONS ............ 95

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

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.

The regional indices conceal wide differences in indi-
vidual countries. According to FAO calculations, per
capila food production registered notable gains during
the period under review in the following twelve among
forty-eight selected countries.1

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
GIeece «..ovvniiieienninennnn 100 103 110 123 120
Italy ..., 96 105 104 102 114
Yugoslavia ................... 93 125 103 137 117
Brazil ..........cciviievenn... 101 103 111 115 119
Cuba ........oiiviiiiiii, 94 98 111 113 116
Mexico ..ovvivirinnrnnnnnnnn, 103 106 113 120 123
China: Taiwan ................ 100 100 107 113 117
Japan ..., o o0 e 94 114 110 115 119
Israel ... ..ot 101 103 122 126 130
Turkey .......ccoviiiiiiia.. 86 100 106 111 123
Tunisia ...................... 103 80 113 99 137

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

Portugal ..................... 104
Sweden ...............c...... 101
Peru ...........cciiiiiii.. 101
Uruguay .......covvivveannn.n 101
Algeria .......... ... .o 106
Morocco: former French Zone., .. 106

102 101 105 99
91 101 100 94
102 95 97 95
99 95 100 94
95 110 93 95
100 101 85 99

The dependence of agriculture on weather conditions
can mean wide year-lo-year fluctuations in production,
unrelated to long-term trends, and consequently great
uncertainty and variability of income and consumption.
Adverse weather may even affect Lhe 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 1957/538. In the so-called “fertile crescent ”
comprising Iraq, Jordan, Lebaneon, and the Syrian
region of the United Arab Republic, fluctuations have
probably been even grealer; droughts have now caused

crop failures for two successive seasons and appear
likeiy to do ilie same in 1960/61.1 In Latin America,
north-east Brazil suflfered one of its recurrent droughts,
accompanied by hunger and mass migralion, in 1958,

10 Sec annex table 1 B in The Stale of Food and Agriculiure,
1960, op. cit.

1@ 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)
Irag..... 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.ILC.2.
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while in 1959, production in Uruguay and neighbouring
parts of Brazil and Argentina suffered 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 ihe increases.
These differences represent a continuation of trends dis-

cussed in chapter 1V of the 1957 Report on the World
Secial Situation.

(1) In the regions of Western Europe, North America
and Oceania, where livestock 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 developed regions, on the other hand,
although the nutritional deficiencies call for a greatly
inereased consumption of livestock products, purchas-
ing power is insufficient for a high level of effective
demand for these more expensive foods, and livestock
production has been increasing more slowly than total
production. The basie grains and starchy roots have
been rising more rapidly than production as a whole in
both the Far East and the Middle East, more slowly
in Latin America, and also in Africa where the agri-
cultural products rising most rapidly have been tihe
residual group including sugar, Dbeverage crops, oil
crops, ete., a high proportion of which are grown for
export. (It should be noted, however, that statistics
on basie food crops in Africa are especially poor.) Per
capita demand for basic calorie foods in the higher-
income countries seems generally to have been satiated
or even to be declining; although production of such
crops in many of the countries is still increasing, a large
part of the ontput is now used for animal feeding or is
accumulating in surplus stocks.

(2) In the economically more advanced regions, pro-
duction increases have resulted mainly from higher
viclds per unit of area cultivated; in many cases produc-
tion has expanded in spite of a decline in area. In the
less developed regions, while there has been some limi-
ted increase in yvields 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 are estimated to have increased
faster than area planted to rice in all regions except
Latin 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

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
Middle East has apparently maintained previous nutri-
tional levels by becoming a net importer of food, largely
to offset 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
FFAO survey of the situation in Africa, while 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 different socio-economic groups and cven
within the family; the diets of women and young chil-
dren are particularly inadequate.’® In Latin America as
a whole, food supplies are keeping pace with population
growth (although 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 different popula-
tion groups within individual countries are too scanty to
provide any evidence on trends. It is clear that the fact
that a country’s calorie intake, assessed from the food
balance sheet, is close to requirements does not mean
that part of the population may not be suffering from
under-nourishment. Even in countries where average
consumption levels are in excess of estimated require-
ments, the food intakes of some of the poorer groups of
the population can be far below minimum needs for
health and labour eflficiency.

Housing

During the period under review, the 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 degrees these
countries have been able to turn more of their attention
from the general quantitative shortage to the housing

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

13 Food and Agriculture Organization, “ Review of the Fo_od
and Agricultural Situation in Africa”, prepax: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 clironic 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 the
new dwellings are “small rudimentary structures built
in the rural areas by the owners .1

In eastern Europe, shortages at the beginning of the
period under review were particularly severe, because
of wartime devastation, low pre-war housing 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 improvement.
The USSR, however, has considerably increased its
housing investment in recent years and attained a
higher rate of new housing construction than any other
country for which statistics are available; this rate has
risen from 7.0 per 1,000 inhabitants in 1954 to 10.8 in
1957 and 14.4 in 1959. The Government of the USSR in
1957 set as a goal the elimination of the shortage of
workers’ housing throughout the country within the
next ten or twelve years. This goal implies a further rise
in the level of construction; in the period 1959-65 nearly

14 See European Housing Trends and Policies in 1959 (United
Nations publication, Sales No.: 60.ILE/Min/11) and earlier
annual reports in this series. Ireland, with a slightly declining
population, has today no quantitative housing problem. Inter-
country comparisons of rates of construction have to be made
with caution, in view of differing definitions and sizes of dwellings,
as well as differing levels of housing at the beginning of the period.

18 European Housing Trends and Policies in 1959, op. cit., p. 13.

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.!®

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.

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 clearauce, lous-
ing for families with incomes too low to meet market
prices, and housing for groups with special needs, parti-
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 their own housing; in the
USSR in 1959, out of new housing totalling 80.4 million
square metres of floor space, 53.8 millions were built by
State and co-operative organizations and 26.6 millions
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.1?

There has also been a fairly general trend in the coun-
tries in which private rental housing is important
toward the relaxation of rent controls, so as to provide
better incentives for private investment in such housing.
Only a very few countries, however, notably Belgium
and Finland, have entirely or almost entirely eliminated
rent controls. In eastern European countries and the
USSR, on the contrary, while income levels have risen,
rents have been controlled at a level which has required
the State to subsidize maintenance and repairs. Yugo-
slavia abandoned such a policy in January 1960, raising

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

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

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

19 Communication from the Government of the USSR, dated
29 July 1960.
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rents to an economic level with compensating increases
I salaries and pensions,

Israel has a unique housing problem in the early
19505, which has been alleviated with the ceasing of
mass nigration and through heavy public investments
in housing. Between 1949 and 1958 public building
accounted for 77 per cent of the new dwelling units, and
80 per cent of the dwelling units publicly constructed
were destined for new migrants and agricultural settlers,
the remainder for special groups such as civil servants,
members of the armed forees, and invalids. By the close
of the decade it had been possible to eliminate 85 per
cent of the temporary shelters and transit camps in
which the immigrants had been housed. Israel hopes to
close the remainder of these during 1961, and to turn

s attention to new housing for the mass of the popu-
lation.n

In the majority of countries in Africa, Asia, the Middle
Fast and Latin America it is unlikely that substantial
progress in meeting housing shortages has been made
during the period under review. The previously high
rates of city growth and migration to the cities have
contimued, with the probable exceptions of one or two
African countries in which recent political events have
meant a collapse in urban employment. Public housing
construction continues to be on too small a scale to
have any significant effect on the situation. In fact, the
austerity policies adopted by many of these countries
since 1957 have meant a cutting back of investments in
urban public housing in favour of more directly produc-
tive investments.?* It can thus be assumed that the
urban masses are living in the same intolerable condi-
tions of overcrowding described in the 1957 Report on
the World Social Situation and that the number of people
living under such conditions has increased. A new
assessment of quantitative trends, however, will have

to await the censuses that most countries are carrying
out in 1960 or 1961.23

While the urban housing crisis has not been alleviated,
there is some reason to helieve that rural housing condi-
lions are beginning to change for the better in at least
a few arecas. Community development and self-help
housing programmes are now reaching an important part
of the rural population in India, Pakistan, the Philip-

-* European Housing Trends and Policies in 1959, op. cit., p.59,

*t Israel, Infernational Seminar Conference on Housing, 4th
to 31st May 1960, sponsored by the Ministry of Labour in co-
operation with the Ministry of Social Affairs, Tel-Aviv.

* Data in the 1939 Stalistical Yearbook (United Nations
publication, Sales No.: 59.XVII.1, table 123) on new dwelling
units completed or on building permits issued up to 1958 show
a falling off in construction in several of these countries after
1956 or 1957. The coverage of these statistics and the local
factors that may influence year-to-year changes vary too widely,
however, to permit the drawing of any general conclusion from
them. .

23 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 1960.

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

EpucaTioy 28

The past few years have scen 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 diflerent kinds of education (primary, secon-
dary, technical, higher) in different regions, depending on
the circumstances, but almost everywhere educational
budgets have risen steadily (by 12 to 14 per cent a year,
as an unweighted 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 (?f
education 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
relationships of different levels of education to each
other and to the national economy.

Changes in administration and curricula gene_rally
respond to conflicting pressures from several directions;
toward centralization and decentralization, tqward
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 policy
are hard to identify. Changes in distribution of education
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 1950’s.2¢ In the majority of European countri'es,
the “ bulge » of children resulting from unusually high

28 See Reporl cn the World Social Situation, op. cit., pp. 68-69.

*¢ The United Natjons is planning two survey mis‘sions to
evaluate self-help housing and related co-opel:atlve 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 !960 for Tro-
pical Africa, Asia, the Arab States, and Latin America.
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PERCENTAGE OF ESTIMATED SCHOOL ENROLMENT AT EACH LEVEL OF EDUCATION: WORLD, CONTINENTS AND REGIONS
Enrolment by level 1953/54 Enrolment by level 1957/58
Continent and region Second Second
. con
I*: irst (Post- Third First (Post- Third
(Primary) primary) (Higher) Total  (Primary) primary) (Higher) Total
Worldtotal ...................cvivinnnn... 75.4 22,1 2.5 100.0 76.3 20.8 2.9 100.0
Afrfca ..ot e 89.1 10.1 0.8 100.0 90,7 8.5 0.8 100.0
Northern Africa .......................... 76.6 21,2 2.2 100.0 824 15.5 2.1 100,0
Middle and Southern Africa ................ 93.7 6.0 0.3 100.0 93.6 6.1 0.3 100.0
PN 14T o 1 L 78.3 17.0 4.7 100.0 76.8 18.0 5.2 100,0
Northern America ............coovvuivnnn. 73.0 20.8 6.2 100.0 711 22,0 6.9 100.0
MiddleAmerica ............ooiiiiiiiiinn., 91.7 6.5 1.8 100.0 91.0 7.2 1.8 100.0
South America...........c.coviiviiinnnnnns 86.2 11.3 2.0 100.0 84.8 13.1 2.1 100.0
Asia (excluding USSR) ......oviiiiiiniannnns 83.1 15.6 1.3 100.0 81.6 16.8 1.6 100.0
South West Asia .............ciiiennvinnn 87.9 11.0 1.1 100,0 85.5 13.1 1.4 100.0
South Central Asia .........c..ovvininnian. 76.3 21.9 1.8 100.0 754 22,5 2.1 100.0
South East Asia ......................... 90.3 8.4 1.3 100.0 88.1 10.4 1.5 100.0
East Asia ..ot iiiiiien i, 84.3 14,7 1.0 100.0 82,7 15,9 1.4 100.0
Europe (excluding USSR) .....0ovoviiinnn... 741 23.6 2,3 100.0 71.6 25.9 2.5 100.0
Northern and Western Europe ............. 72.0 26.0 2.0 100.0 68.8 28.9 2.3 100.0
Central Europe ......oooviiviineninennenna. 70.9 26.8 2.3 100.0 68.0 292 2.8 100.0
Southern Europe .................ciiiunn. 80.5 17.0 2.5 100.0 79.1 18.3 2.6 100.0
Oceania ..ivveiiii ittt 77.5 20.2 2.3 100.0 76.1 21.5 2.4 100.0
Australia and New Zealand................. 75.7 21.6 2,7 100.0 73.6 23.7 2.7 100.0
PacificIslands ............cciviiuinnnne. 89.0 10.8 0.2 100.0 92,4 7.4 0.2 100.0
USSR i ittt v et entc e 36.4 58.9 4.7 100.0 52.1 41.5 6.4 100.0

Source: UNESCO, World Survey of Education, vol. 1II (in press).

birth rates in the years immediately following the
Second World War 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
mainlty 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 Dbeen 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 tlie 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 labour 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 grades 1-7 to enrolment in grades 8-10 has risen
substantially. Enrolment in the first four grades of
school rose from 13.7 millions in 1955/56 to 17.8 millions
in 1958/59, while enrolment in grades 5-7 fell from
10.1 millions to 8.9 millions and enrolment in grades 8-
10fell from 6.2 millionsto-1.7 millions, Meanwhile, follow-
ing a national discussion of the purposes of post-pri-
mary education, provision was made for a general transi-
tion, beginning with the 1959-60 academic year, from
seven-year to eight-year compulsory education for all
children, and for the establishment of polytechuic secon-
dary schools providing practical training for children
completing the eight-year school. Since 1936, a network
of boarding schools has also been created which is
expected to provide more intensive education parallel-
ing that given in the eight-year school as well as in
higher grades. A continued expansion of boarding schools
and of schools with extended hours is expected. Through-
out the educational system there has been a renewed
emphasis on the maintenance of close ties between the
schools and productive work, both through the content
of full-time schooling and through evening and corre-
spondence courses for workers. Enrolment in specialized
secondary institutions changed only slightly, from
1,960,000 to 1,907,000 between 1955/56 and 1959/60,
while higher enrolment rose from 1,867,000 to 2,260,000,
but in both of these types of institution the ratio of

correspondence and evening students to full-time day
students rose sharply.*?

The other regions, with the exceptions of a few educa-
tionally advanced countries such as Israel and Japan,
have had two main educational pre-occupations during
the past few years: first, the universalization of primary
education within a fixed period ; second, the expansion
and acceleration of training of the many types of spe-
cialists needed for socio-economic development and the
running of independent States,

A series of regional meetings organized by UNESCO
during 1960 tried 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 are 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

27 Narodnoe Khozyaistvo SSR : Slatisticheskii Sbornik 1955
and communication from the Government of the USSR, dated
29 July 1960.
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school receive an education Loo short and too poor in
quality 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 entry) points to this conclusion.

In Asia (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-
mated to have increased from 38.7 millions in 1950/51 to
66.2 millions in 1960 — that is, from about 6.0 per cent
of the total population to about 8.5 per cent, or an
annual increase of about 7 per cent, about three times as
high 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 cent of its population, or practically universal
complete primary schooling. Four others (Federation
of Malaya, Republic of Korea, Philippines, and Thai-
land) were above 15 per cent; one (Cambodia) was be-
tween 10 and 135; six (Burma, India, Indonesia, Laos,
Pakistan, 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 larget 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 children, the equivalent of the minimum compulsory
period now found in most of the educationally advanced
countries.?® The total cost of such a programme over
the twenty-year period was later estimated at $US
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 (qordan
and Kuwait) had primary enrolments amounting to
slightly more than 10 per cent of their total populatxon:
five (Iraq, Lebanon, Libya, Tunisia and the United Arab
Republic) were between 8 and 10 per cent; Morocco
was between 5 and 6 per cent, Sudan between 2and 3 per
cent, and Saudi Arabia between 1 and 2 per cent. The
recent regional meeting did not propose qu.antltatlvf1
targets, but noted that the rapidity with which schoo!
systems in the region have ecxpanded over the past
dccade has meant a somewhat unbalanced development.
in which “ there secemed hardly time to stop and consider
the structure and organization of the school system as
a whole ” and in which “ the methods and tgchmques o
teaching have apparently changed very little 7. Fur
thermore, “it appears that nearly all Arab countrie
have reached or are approaching the limits of th
finance which their governments can possibly allot fo:

28 UNESCO, ** Report on the Regional Meeting of Asian Membe:
States on Primary and Compulsory Education ” (UNIjZSCO/ED
173) and report of a survey of Asian primary e.ducatlon 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-
tional facilities rises constantly higher... the finan-
cial burden of realizing these educational necessities has
already grown beyond the resources of nearly all Arab
governments »,2?

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 in {welve countries; between 5 and 10 per
cent a year in seven others, and less than 5 per cent in
only 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
recent gains, however, ratios of enrolment to popula-
tion remain 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 expansion 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.?®

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

2* IUNESCO, ¢ Provisional Report on the Needs for Educa-
tional Development in Arabic-Speaking Countries ” (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 Ficld of Primary and Secondary Education ” (UNES-
CO/EDJAFRICA/2) and * Meeting of Ministers and Directors of
Education of Tropical African Countries » (UNESCO/ED/174).
2

ratio (Haiti) is also the only one in which enrolment
declined between 1956 and 1959.%

The second preoccupation mentioned above, that
with education and specialized training at the post-
primary level, is obviously closely linked to the first.
Post-primary education cannot function effectively with-
out 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 Lhe rate of expansion of
primary education. In many countries of the less deve-
loped regions the output of teacher-training institutions
is increasing 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 counlries
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 19 27 20
40-59 .. ...t 9 9 8 10
Less than 40 ..... 17 12 12 17
Total countries. ... 54 40 47 47

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

2 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.*

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

31 « Informe sobre el desarrollo del Proyecto Principal No. 1~
Progeclo Principal de Fducacion UNESCO-América Latina, Bole-
tin Trimesiral, Enero-Marzo 1960. This number of the Project’s
bulletin also reports on the third meecting of the Advisory Com-
mittee on Major Project No. 1, held in‘ Mexico City in March 1960.
““sz Report of a survey of Asian primary education needs, op.
cit,, p. 29, see footnote 28 ahove.
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loped regions, grown more rapidly than primary; in the
Arab 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
by UNESCO’S inquiry into educational nceds, 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 ecducation vary too muech to permit
meaningfnl comparisons.

The major problems in post-primary and ligher edu-
cation are qualitative as well as quantitalive, and on
this subject there is little Lo add to the discussions in the
chapters on education in earlier reports. In short, com-
plainis continue that the post-primary schools are turn-
ing out toe many would-be clerks, public employees
and members of traditional professions for the necds of
the economies and too few skilled workers, technicians
and qualified supervisors. Complainls are also heard
that what little vocational educalion cxists is poorly
integrated with present demands and future needs.

REFUGEES

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

In Europe in 1935 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 cnd of 1960 was expecled to be only about
75,000, inclnding some 13,000 in camps.®* 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,

33 For details see Report o} the United Nations High Commis-
sioner for Refugees (A[{4378/Rev. 1 and Add. 1); Report of the
Secretary-General on the World Refugee Year (A[4556); Report
of the Direclor 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.

24 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.

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 suflering 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 are
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 with the Moroccan and Tunisian Red Crescent
Socicties, 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 better than
that of other refugee groups, presumably because they
are not isolated in camps, but allowed to share the life
of the socicty 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 nalural 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 UNRWA
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. UNRWA hopes
to provide an inereasing 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.ri.ng the next
three years will result in only 2,500 additional trained
workers per year.®®

In India and Pakistan the millions of post-partition
refugees have gradually been resettled, although the
national problems of poverty and l{nderemploymgnt
have prevented the process from being satisfactorily
completed. Pakistan estimates that more than 150,000
families still awaited permanent resettlement at the
end of World Refugee Year.

38 Educational services for the refugees are at present'n}ore
nearly adequate than other aspects of their levels of .llvmg;
UNRWA-UNESCO schools provide elementary educatl?n to
all refugee children and the proportion receiying 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 mainland China in recent years, the majority of
whom are in Hong Kong, with smaller numbers in
Macao and other parts of East Asia. In this instance,
however, there is no clearcut dividing line between refu-
gees and migrants for economic reasons, The Govern-
ment of Hong Kong estimates that its population has
}ncre_ased by about one million since 1949 owing to
immigration, but does not attempt to determine what
prgpomon are refugees; it states, however, that one-
third of the Government’s total revenue has been
devoted in recent years to meeting the needs of Chinese
refugees. Like the Palestinian and Algerian refugees,
the Chinese are moving into a society in which they
are culturally and linguistically at home, but in which
employment opportunities for the unskilled are scarce.

EMPLOYMENT AND CONDITIONS OF WORK 38

Employment and unemployment. In the economically
more advanced countries, the past decade has been
generally characterized by a continuing high level of
c!emand for labour with rising levels of employment
(in non-agricultural occupations) matching or exceeding
the growth of the labour force, except for temporary
setbacks in some countries during the economic reces-
sions of 1953-54 and 1957-58. From 1957 to 1958, while
employment actually declined in the United States of
America, Canada, and a few countries of western Europe,
In the other countries with predominantly private-
enterprise patterns of economy the rates of increase
only slowed down. Since 1958 (to mid-1960) the higher
rates of growth have been resumed. The highest and
steadiest rate of increase 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).

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
Amerjca and Canada, but its incidence in the other
industrial countries was relatively limited. By mid-
}960, unemployment had receded once more, although
It a 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-

3¢ For the detailed statistics on which this summary of trends
is based, see the ILO Yearbook of Labour Statislics 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
Inlernational Survey of Programines of Social Development (United
Nations publication, Sales No.59.IV.2). This section is based on
data available in June 1960,

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 and Yugoslavia recorded rapid and uninterrup-
ted growth in 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 ; {rends 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

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.

87 Qcupacion y Desocupacion, Gran Santiago, Valparaiso-Viia
del Mar, Zona de Concepcidn, Valdivia-Los Lagoes, junio de 1959.
Santiago, Instituto de Economia, Universidad de Chile, 1959.
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, ) Iteal wage trends in manufacluring indusiry
Percentage increase in twenfy-six countries (1954-1958)
Lessthan b ... ..

Finland, Egaypt, India, Mexico, Philippines
5 but tess than 10 ..

Australia, Denmark, Peru, Brazil, Ireland,
Canada, United States, Ceylon,

Switzerland, Argentina, Belgium, United
Kingdom, Austria, Italy, Norway, Swe-
den, Netherlands, France.

Israel, Japan.

Germany (Federal Republic).

10 but less than 15,

15 but less than 20 .,
20 but less than 25 .

The real wages of workers in the other branches of
cconomic activity are, in general, advaucing less rapidly
than in manufacturing industry. The above data
relate only to cash earnings and do not take account
of fringe benefits, however, which in recent years have
been liberalized in many countries for non-industrial as
well as for industrial workers; so that the slatistics may
be considered broadly indicative of the improvement in
the levels of living of workers in the countries listed.

FFor the less developed countries in general, the scanty
available cvidence points to extremely limited gains,
if any, in real wages during the period under review.

Information on real wages for 1959 is available for
only ten countries, most of them belonging to the pre-
dominantly industrial group: Austria, Belgium, Canada,
Finland, Irance, Germany (Federal Republic), Japan,
Philippines, United Kingdom and United States. The
majority of these countries reported gains for the
vear of 3 per cent or over.

In the eastern European countries, cumulative gains
in real wages from 1951 to 1958 ranging from about
14 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
state-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:

TRENDS IN CONSUMER prRrIcEs 1955-1959

V1955-56 | 1956-57 | 1957-58 | 195859
Total number of countiies to}
which data relate .. ... .. 95 95 95 72
Median annual increase .. ‘, 3.3 3.7 2.7 1.1
Countries with annual in- !
crease or decrease:
10 per cent and more l 15 12 14 1
5-10 percent .. ... .. 19 20 14 7
0-5 per cent ........ ! 49 | 56 53 16
Decrease ........... ! 12 7 14 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 dala are available the only two outside South
America in which prices have more than doubled in the
past five years are lwo 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 reduclion of normal weekly hours of
work, either through legislation or through collective
agreements, has continued during the period under
review, particularly in the Furopean countries, Since
1954, normal working hours have been reduced for the
economy as a whole or for importlant sectors thereof in
Austria, Belgium, Bulgaria, Czeschoslovakia, Denmark,
FFederal Republic of Germany, Italy, Luxembourg, Nor-
way, Sweden, Swilzerland and the USSR. The norm has
been brought down generally from forty-eight hours a
week Lo standards of forty-one to forty-six hours. In
other countries, such as the United Kingdom, Canada
and the United States, 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-lwo hours,
and in 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 weck
of five Lo five and one-hall days.

Elsewhere, several countries were added to the majo-
rity that had already enacted legislation setiing 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 Lo adhere lo longer than normal hours
despite Lhe financial brakes of overtime premiums. Thus,
the short-term effect of a reduction in the normal hours
of work would appear o 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.

Annual vacations wilh 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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SocCIAL SECURITY

anéh;og)r:lldl'lal broadening of social security benefits
e 19519 Iatlon coverage, described in chapter VII of
Develo nlernational Survey of Programmes of Social
o Pment, has continued without major changes
during the brief period under review. An almost univer-
sal problem has been the constant review of social
security contributions and benefit rates to keep in line
with the rising levels of living costs and wages.
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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
following table, based on the results of this IL.O inquiry,
is intended 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)

Ezxpenditure per capila

Ezxpenditure as perceniage
at constani prices

Australia co. oo i e e,
Austria
Belgium
Canada
Ceylon
Chile
China (Taiwan)
Czechoslovakia
Denmark

Federal Republic of Germany
Guatemala
Iceland
India
Indonesia
Ireland
Israel

Luxembourg
Federation of Malaya
Netherlands

New Zealand
Norway
Panama ...
Poland ....
Portugal
Sweden

Switzerland
Tunisia
Turkey
Union of South Africa
USSR
United Kingdom
Ukrainian SSR
United States of America
Republic of Viet-Nam
Yugoslavia

of nalional income 1955 = 160
1949 1955 1957 1949 1957
7.4 8.5 8.8 82 104
13.5 16.0 16.5 62 117
14.0 14.5 14.8 77 107
7.0 9.1 8.5 66 98
2.7 3.1 4.1 82 125
6.6 8.0 8.5 83 106
— 0.8 0.8 20 111
—_— — —_ 71 129
8.9 11.0 11.6 73 106
—_ —_— — —— 110
8.9 9.4 11.6 60 114
14.0 17.0 17.9 62 120
17.6 17.6 20.0 52 127
1.6 2.6 2.9 59 131
7.0 71 7.6 87 110
— 1.1 1.0 —_ 96
— c- — —_ 31
7.1 9.6 10.8 67 110
4.8 5.5 6.6 48 137
9.5 13.0 14.2 53 117
3.8 6.0 5.3 47 106
13.5 16.6 16.5 59 107
_— —_ — — 121
8.9 9.5 11.4 75 129
14.4 12,4 12.8 98 103
6.7 9.1 9.9 70 120
— 6.8 6.6 — 102
— 7.0 7.7 —_ © 135
4.6 5.6 5.7 13 105
9.9 11.8 12.5 70 112
5.9 7.3 8.2 68 119
— 5.2 5.2 73 96
1.8 1.2 1.2 91 105
3.8 4.4 4.4 70 105 4
—— — — —_— 149 -«
11.2 11.4 11.4 91 105
— — — — 194
4.9 5.3 5.7 74 111
—_— 1.0 1.0 —_ 108
12.7 9.9 9.5 96 112

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 eeonomic variables used, see ILO, The Cost

of Social Security, Geneva, 1958 and 1961.
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The wide range over which the figures of social secu-
rity benefit expenditures (expressed as percentages of
national incomes) vary reflects the differences in stages
of social seeurity development, in institutional arrange-
ments, and in the scope of the schemes included in the
statisties. The data show a general trend toward mode-
rate expansion of social security, atthough a few coun-
tries, such as New Zealand and the United Kingdom,
with firmly established comprehensive schemes at the
beginning of the period, display relative stability. The
indices of per capita benefit expenditure at constant
prices reveal a sharper upward trend, indicating that
social security benefits have kept pace with the rapid
and sustained growth of real income per capila during

the last decade in most of the countries included in the
table.

NATIONAL INCOME AND PERSONAL CONSUMPTION 38

For some years the * widening gap ™ Dbetween the
cconomically developed (or industrialized) and the less
developed (or primary-produeing) countries has heen
a constantly recurring theme in international discussions
of cconomic and social questions. As the 1957 Report on
the Warld Sacial Situation pointed out, a widening gap
is not necessarily visible in'all aspeets of human wellare,
but it is generally agreed that, in regard to per capita
production of goods and services, such a trend, while
not pronounced, has been present through the past
three decades. At the international level, this trend
resembles the increasing imbalance between agricultural
and non-agricultural incomes and production within
individual countries, discussed in a later section of this
chapter. Demand for agricultural and other primary
products 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
disadvantage.

The use of national income figures for inter-countiry
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 gencral statement on the broadest trends can be made.
The coverage of the published indices, and the circum-
stances behind the rates of growth of different countries,
differ so widely that use of the figures for comparative
purposes without a detailed study of each country might
be misleading.®® 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; but at the same time, since this sector is the

s For a more detailed discussion of these questions see the
United Nations annual World 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.

3 For recent statistics on trends see table 167 in the 19839
Statistical Yearbook, op. cit. and also the 1959 Yearbook of National
Accounts Statistics (Sales No.: 60.XVII. 3).

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 1938, faltered slightly in that year and
resumed their rise in 1959. Rates of increase appear to
have been, in general, higher in countries of castern,
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 States, 1958 was a year ol more pronounced
recession; 1959 saw a new advance, but the net percen-

tage gain in per capila income over the period since
1953 has been small.4

In the rest of the world a few countries apparently
made remarkable gains; these included China (main-
land), Israel, Japan, Mexico and Venezuela. In Lhe less
developed regions in general, however, incomes in-
creascd 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 exporls and increased production for domestic
use rather than recovery of prices of export products.
During the entire period many of the less developed
countries have Deen plagued by excessive year-to-year
fluctuations in income, deriving from the impact of

bad weather on 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.”#
Meanwhile, foreign exchange needs for imports have
risen steadily, not only because of the import require-
ments of devclopment 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 eircumstances of transition to indepen-

so 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 19533 to $1,891 in 1959, or by
$162. (Economic Report of the President, op. cit., table D-14).

st Economic Survey of Asia and the Far East, 1959 (United
Nations publication, Sales Neo.: 60.IL.F.1), p. 67.
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ge?i(r:'s:in‘:x ith a lfos:s of many European technicians and
\rica S?) 13) Of Investment funds from abroad. For
'0 N Dzltio u ]l‘0f the Sahara there are only scattered data
Tices ofna income levelhs, but it is clear that falling
57 e Ir;any of the region’s major exports have since
. colllxr:\tili‘gg ea prtevmusly rising trend, and that in
having adveres ei"i{(e}(r:ltss accompanying independence are
. 1{101{:5'519 America, per capita production and income
]IZ‘ 90 were growing much more rapidly than popu-
3{10n. Since then, reverses deriving from falling export
;hmccg hm'ze aflected most countries, to varying degrees
;}nd in differing years. According to ECLA estimates,

1€ per capita gross income grew by 2.2 per cent in 1955
over the previous year, 1.4 in 1956, 4.5 in 1957, 1.0 in
1958 and actually fell by 1.3 in 1959.

*
* %k

It was to be expected that the rising per capita income
le\'(;ls 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.®® 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
c.Ount‘ries 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 eliminatethe
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
n 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.

** 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.

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.4* 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 former
were relatively new products in most of Europe in
1954-55, the rise in the number of automobiles is prob-
ably even more significant as an indication of change in
the ways of life of the mass of people, particularly in the
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:

Passenger cars in use
(thousands) *

1954 1958
Austria .........coi0inn 92.0 286.1
Belgium........... ... 439.6 641.2
DenmarK......coovuiiaeens 193.3 309.5
Finland ........c.0eennn 70.8 139.2
France ..oeceeveenseness 2,677.0 4,512.0
Germany (Federal Republic) 1,535.0 3,201.0
GIeeCe «.veeuereannnanns 16.6 36.4
Iceland ..ovovvvinneennns 7.2 12.9
Ireland ........eeneennnn 122.8 1482
| 172 | 744.3 1,421.3
Luxembourg............. 185 311
Netherlands ........cvue. 219.4 420.0
NOIrway .ocovnernvensans 107.7 172.3
Poland.......coecivcannn 36.1 83.9
Portugal ..........cconnn 87.1 116.0 (1957)
Spain ...iieeeiiiieaenans 117.5 166.6 (1957)
Sweden ...cocevieninninnn 535.9 972.0
Switzerland ............. 237.5 386.4
United Kingdom ........ 3,127.8 4,565.6
Toraks,. 10,490.0 17,870.0

» Adapted from table 143 in the 1059 Statistica Yearbook,op. cit.

14 See tables 4-7 in World Economic Survey, 1959, United

Nations publication, Sales No.: 60.ILC.1.
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In all European countries for which data are available,
the share of expenditures which consumers devoted to
transport and eommunications increased. Part of this
crease was caused by the cost of operating the growing
number of automobiles in use; part by the increasing
volume of tourist travel by rail or air. Increases in domes-
tic tourist travel would be hard to estimate, but figures
on tourist travel across international boundaries, which
usually involves higher expenditure than domeslic tra-
vel, show significant increases between 1951 and 1957.48

The three categories of expenditures which since 1954
have either substantially increased (consumers® durable
goods and travel) or failed to decrease as expeeted
becaunse of structural changes (food) can thus be related
to new ways of using leisure time and reducing domestic
drudgery; these amount now to about one-half of total
consumer spending in Europe. It may even 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 review. The logical social conse-
quences of certain (not necessarily very recent) teehnieal
and economic innovations — previously inhibited by
more than three decades of depression, war and post-war
reconstruction — happened to come to the fore with a
strong cumulative effect during Lhis period. The trend
has responded to some insistent popular demands, but
has not met with umiversal approval-~in part because of
views concerning the need for higher public investment,
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 populated
and highly urbanized continent such as Europe.4¢

In eastern Europe and the USSR, consumer expendi-
tures have also risen considerably in recent years, and
there has been a shift toward 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 sclectivity on the part of the consumers
is reported. In the USSR 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 effective demand.4?

In Canada and the United States, trends were some-

#+ See table 143 in the 1958 Stalistical 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.

4¢ Road building 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
United Kingdom Is only half that of pre-war. The number of
persons killed in road accidents has risen to about 60,000 a year
in FEurope; the number of accidents involving death or injury
per kilometre travelled by road vehicles is triple that in the
United States.

47 See Economic Survey of Europe, 1959 (United Nations publi-

cation, Sales No.: 60.IL.E.1), pp. 27-29, and World Economic
Survey 1939, op. cit., pp. 233-240.
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what different. In both countries consumer expenditures
were much higher than the average for western urope
throughout the period under review, but inereased more
slowly in percentage terms in every year since 1954
except 1959. The share of durable goods in these expen-
ditures was also higher than in IZurope, but slumped
in 1958 with the deeline in automobile purehases, and
in 1959 did not rise enough to regain the 1955 percentage
of consumer spending. In the United States, durable
goods accounted for 15.4 per cent of consumer spending
n 1955; 12.8 per cent in 1958; and 13.8 per cent in 1959,
The percentage spent on foods declined very slightly,
concealing Lhe 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
antomobiles, was not cnough Lo halt the trend toward
wider ownership of these goods, which was backed up
by high spending 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 1955 to 74 in 1959; the percenlage owning two or more
from 11 to 15; while the percentage of houses wired for
eleclricity that possessed television sels rose from 76.1

to 89.9, and the percentage with refrigerators from 94.1
Lo 08.0.4®

In the cconomically under-developed parts of the
world, up-to-dale information on consumer expenditures
is available for only a few unrepresentative countries,
and few clear-cut short-term trends can be detected.
IFood 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-
satefor weaknesses in Lhe 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 impactl on the consumer is
hard to measure.*® 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.®® The only expensive
goods thal 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. ‘

«¢ Fconomic Reporl of the President, op. cit.
19 See World Economic Survey, 1959, op. cit., pp. 204-212.
so Stalistical Yearbook 1959, op. cit., table 143.
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b'\ ‘111’10115 cheap_er durab_le goods, particularly radios,
1cycles .and sewing machines, are within the reach of a
much wider circle of consumers and there is no doubt
'that their use is increasing generally, in rural as well as
in url_)an areas. In sucl countries as Ghana, Morocco,
Nigeria, the United Arab Republic (Egyptian region)
and Ceylon, the number of radio receivers more r{han
(Im}l)lcd between 1953 and 1958 and all countries for
which data are available show large increases. The pur-
chase of radios has been stimulaled by widening interest
1n politics, and is encouraged by many Governmenls as
an aid Lo their efforts to arouse popular support for Lheir
policies. These products are less affected by import re-
strictions than are the more expensive durable goods,
since in the larger countries they are now produced
10ca.11y. It is reported from parts of Africa, Asia and
Lgtm America that peasant savings are now increasingly
diverted to such goods from the traditional hoarding of
comns and conspicuous consumption at weddings or olher
festivals. In the poorer countries, however, even with
recent increases, consumption of durable goods is still
very limited. In India, according Lo one study, the num-
bcr of bicycles in use increased from 1.67 per 1,000 people
m 1955 to 2.38 in 1959, so that a little more than onc
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 1958.52

RURAL-URBAN RELATIONSHIPS

The process of economic development implies a conti-
nuing shift of workers from agricultural to non-agricul-
tural occupations, coupled wilh a rise in the producti-
vity of Lhe workers left on the land. The nearly universal
disparily between agricultural and non-agricullural
incomes serves to promote such a movement of workers
from the agricultural sector.®4 Ideally, productivity in
agriculture would rise al 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 praclice, of course, the transi-
tion does not proceed so smoothly, and in many counlries
loday something quite differenl is happening: producli-

't Ibid., table 188.
* Eastern Economist, New Delhi, Budget Number, 4 March 1960.

*2 These ratios are based on the numbers of licensed radio
recelvers, 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 cconomically 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 cconomically 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 Stafe
o/ Food and A griculture, 1959, op. cit., pp. 95-99 and annex table 14.
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vity is hardly increasing al 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,s®

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

Al the one extreme, a Llechnological revolution in
agriculture (managemenl innovalions, mechanizalion,
higher-yielding plant and animal varieties, more exten-
sive application of fertilizers), combined with an in-
clastic 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 faiture to carry Lhrough a revolulion
in Lechnology and land lenure, 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 lo food imports. Between Lhe
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
Lhe sleady deterioration in the lerms of trade of Lhese
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 manufactured goods) *

(Average 1952/1953 = 100)

1054 e e e 103
D T e 97
B 15T 91
1957 ittt et 89
B 83
1959 (preliminary) ........ccoviieeinianns 81

s The State of Food and Agricullure, 1960, op. cit., p. 47.

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

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

55 A recent International Labour Office report discussesin detail
the characteristics and implications of the movement of labour
out of agriculture in different countries and regions: Why Labour
Leaves the Land, Geneva, 1960,
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agriculture increase at the rate planned, partly because
of unfavourable climatic conditions in the most recent
period.

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: ¢

1947-49 1955 1959

Agricultural labour force (in thousands) ............... 8,078 6,718 5,836

As a percentage of total employed labour force ....... 16.0 11.9 9.8
Index of productivity in agriculture per man-hour of

Jarm WOTK .ottt ie it ittt 100 149 189
Index of total output of farm products ......oivuvun... 100 113 125
Wholesale price index for farm products ..overivinennn. 100.0 89.6 89.1
Wholesale price index for all other commodities ........ 100.0 117.0 128.2
Total net income from all sources per person of farm

population In 1947-49 prices ... .viiirei i, £851 £798 $803
Civiltan food consumption per capita (pounds):

Redmeat and poultry .......cooviiiiiiniiinnen.n. 170 194

Fluid milk and eream ............coiiiiiiiinan. . 359 348

Vegetables ..ottt i e 227 221

Cereal products .....oviininirnernrtennennenans 185 160

Potatoes and sweet potatoes ........coviiiiiii.. 127 110

The most remarkable inereases in farm productivity
per maun-hour have related to cereals and root crops,
consumption of which now has a negative * income elas-
ticily ”; that is, as incomes rise people buy less bread and
potatoes. Government price supports and related pro-
grammes are believed to have kept net farm incomes one-
third higher than they would otherwisc have been,®? 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-
Iy 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.’® 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 Presiden, op. cit.
7 The Stale of Food and Agriculture, 1959, op. cit., p. 121,

s 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.s?

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.®

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

89 In the United Statesin 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 State of Food and Agricullure, 1959, op. cit., p. 99.)

60 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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met mainly through immigration rather than internal
migration.

In most countries of Western Europe, the farmers are
supplying a market in which their position is protected
by some combination of price supports, subsidies and
import duties. These measures have kept their incomes
at a level between 60 per cent and 80 per cent of non-
farm incomes, or much closer to parity than the world
average. The two main exporters of farm products in
this region, Denmark and the Netherlands, are suppliers
of dairy products and meats which, among foods, enjoy
a relatively high income elasticity of demand, and farm
Incomes 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
.thelr interests and those of consumers and taxpayers, as
in 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.®

***

$1 See Why Labour Leaves the Land, op. cit., for a discussion
of this problem and of some measures proposed to meet it.

In some under-developed countries, there have been
important local gains in agricultural production through
the bringing of new areas into 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 rule
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.” 2

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

8¢ 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
by the producers themselves, and with land-holdings
often so small and so intensively cultivated that many
methods of expanding production applicable elsewhere
become irrelevant. In the same countries, the absorptive
capacities of the urban economies are particularly weak
in relation to the overwlieIming numbers pressing to find
employment in them.

In tropical Africa the major difficulties are the tech-
nical backwardness of most agriculture, the continued
exodus of able-bodied males from the land, and, in many
areas, unfavourable soil and climatic conditions that are
becoming worse under the impact of stash-and-burn cul-
tivation and over-grazing. It is generally agreed that the
kind of recruitment of temporary unskilled labour asso-
ciated with employment in European-type enterprises is

-today a hindrance both to the development of sound
agricultural and industrial systems and to the emergence
of stable modern societies in the countryside as well as
the towns.

In Latin America and the Middle East, conditions vary
widely in different zones, with some areas of rural overpo-
pulation and some of inefficient shifting cultivation and
pastoral ways of life. In these regions, however, problems
of tenure are particularly prominent: systems of share-
cropping and tenancy in which the landowner collects a
high rent while contributing nothing to production;
large and incfliciently cultivated estates occupying the
fertile Iand, juxtaposed with tiny subsistence holdings on
the 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-

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 cvidence that, during the period under
review, the attention of policy-makers is turning to
the relation between rural problems and development
in general.e® 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
development of the rest of the economy.®* In Pern,
since 1950, “ the absence of dynamie 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.® 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 undertake.®®

#3 See chapter III, “ Programming for agricultural develop-
ment 7, in The Slale of Food and Agricullure, 1960, op. cit.

¢¢ For example, in Nicholas Kaldor, “ Problemas Econémicas
de Chile *, El Trimesire Econémico, April-June 1959; and in David
Felix, “ Structural Imbalances, Social Conflict and Inflation:
An Appraisal of Chile’s Recent Anti-Inflationary Effort 7,
Economic Development and Cultural Change, Chicago, January
1960.

s FAO-IBRD, The Agricultural Development of Peru, Partl,
General Report, (Washington), August 1959, pp. 1-2.

s¢ For recent information on Iand reform programmes see
Economic Survey of Latin America, 1959 (United Nations publica-
tion, Sales No.: 60.11.G.1), chapter 1V; Economic Development
in the Middle East 1957-58, United Nations publication, Sales
No.: 59.11.C.2, and 1958-59 (Sales No.: 60.11.C.2).



PART 1I

Chapter 11

THE INTERRELATION OF SOCIAL AND ECONOMIC DEVELOPMENT
AND THE PROBLEM OF ¢« BALANCE »

INTRODUCTION

The social trends described in the preceding pages
merge with economic trends. In fact, the separétion 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
fqr the purpose of analysis or administration, but the
Q1ﬂergnt 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.

'I“he queslion of the interrelation of economic and
social factors of development has been brought into
chus 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 * —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 ”.* 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.

! .See Inlernational Survey of Programmes of Social Development
{United Nations publication, Sales No.: 55.1V.8), pp. 3-4.

* See, for example, resolutions 627 (XXII), 663 H (XXIV)
and 73.1 J (XXVIII) of the Economic and Social Council, and
resolutions 1161 (X II), 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 relation between economic and social fac-
tors to a more positive concern with policy questions —
from warnings and complaints to efforts at co-ordinated
action. The expression, “ balance and integration of eco-
nomic and social development”, reflects this shift in
emphasis.3

From a governmental point of view, the question of
balanced social and economic development is to an
important extent a question of the pattern of public
expenditure. Thereis no over-all conception or theory of
balanced development applicable to the expenditure
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-

3 See the opinion of a United Nations expert committee that,
« Instead of treating social policy as a housemaid whose function
is to tidy up human suffering and insecurity left in the wake of
economic development, social objectives should be built in on
an equal footing with economic objectives into comprehensive
social and economic planning ” in Report on a Co-ordinated Policy
regarding Family Levels of Living (United Nations publication,
Sales No.: 57.IV.7), p. 18.
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ment, and consequently urges heavy investment in pro-
jects in that field. The lack of an over-all conceplion of
balance in relation to public expenditure hasbeen force-
fully staled in the following passage:

w

. 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 be used in judging government pro-
grammes. Through the world, Ministers and officials
are busily engaged in working out five-year plans for
public expenditure, and they look anxiously Lo econo-
mists and to others for guidance as to what is appro-
priate. Neither is there any lack of advice offered. But
m 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 public {finance boil down to litlle more
than personal asserlions.” 4

Countries of Africa, Asia and Latlin America, the majo-
rity of which have development plans of one kind or
another and arc secking to establish new palterns of
welfare and growth, not only face harsh and difficult
choices in the allocation of their limited domestic re-
sources, but also musl choose among alternative possi-
bilities in the limited assistance available from abroad.
To be effective, such assistance has to be based on an
assessment of economic and social needs and capacilies
and on the applicalion of some reasonable order of prio-
rities.® The inlernational organizations rendering assis-
tance lo less developed countries in Lheir turn face ques-
tions of balance and integration in the forms of assistance
that they provide.

SOCIAL CONSEQUENCES OF INDUSTRIALIZATION 6

In the late nineteenth century, cconomic theory was
not preoccupied as it is today with the concept of econo-
mic development — 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 morc or less stalic quantity; those who
got more — by virtue of superior strength, cunning or
fortune at birth — did so because others got less; the

4 Alison M. Martin and W. A. Lewis, “ Patterns of Public
Revenue and Expenditure », The Manchester School of FEconomic
and Social Studies (Manchester), September 1956, pp. 216-217.

5 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 (United Nations publication, Sales
No.: 55.TLB.1) and considered in some aspects in part 11, on
urbanization, of the 1957 Report on the World Social Siluation
(United Nations publication, Sales No.: 57.1V.3). UNESCO has
encouraged a considerable amount of research and publication
on both these and related subjects, under its project on ¢ the
social implications of industrialization and technological change .
The present report, thercfore, treats them but briefly. For a full
discussion, the reader is referred to the forthcoming publica_tion
by UNIISCO of the papers and proceedings of the North Amecrican
Conference on the Social Implications of Industrialization and
Technological Change.

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 [amily life, over-crowding, {illl and sordidness in
slums, delinquency and corruption of youth. Concern
wilh these problems has continued into the twentieth
century and is shared today by cconomically less deve-
loped countries that are seeking rapid industrialization,

It is no longer believed, however, that such social ills
are a necessary consequence of industrialization.” Many
of them simply represent evils of urban poverty and
over-crowding that appear quite independently of indus-
trial growll; they often result from a transfer, through
migrants, of rural desLitution Lo an urban selting, where
it becomes more conspicuous. What is needed in these
cases is not less industrialization but more industriali-
zalion.® Indusirial growlh — along with other forms of
economic growlh — is required to absorh the surplus
labour, provide higher incomes, and create the financial
resources for more effective social aclion. Redistribution
of existing wealth, by itself, cannot solve the social prob-
lems of Lhe poorer countries; the total amount of wealth
must be increased 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 standards,
various ills directly identified in the past with industria-
lization — for example, inhumanc working conditions
and child labour — can be, and to an important extent
have been, outlawed from modern industry. IFor example
child labour, a practice originally transferred lo industry
from agriculture (where in the family setting it was much
less offensive), has now largely disappeared in the more
developed countries. In less developed countries, 1t is
moslly in the small workshops and sweatshops 1n back
streets, rather than in the large modern industries, that
these conditions will be found Lo prevail today. The wor-
kers wlio have entered modern industries, where contg:m~
porary labour standards are morc apt to be applied,
conslitute an elite among the working class in the ur}der—
developed countrics. Even the subjugation of Lhe indi-
vidual 1o the machine (the stalionary machine in the
factory, not the mobile machine on the farmy, which has
been the source of much complaint against industrializa-
tion, tends to diminish when a certain stage of automa-
tion is reached and the machine itself does the routine
physical tasks.

Still another calegory of social problems, more i'ntan-
gible and perhaps more intractable, concerns the disrup-

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

s Provided, of course, it is not merely ir}dustri_ﬂlizutio_n that
compeles 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
\Ylde, 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
some lime by new ones. Mere physical separation from
kinsfolk 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 iu
the rural districts.® 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
throngh the continuance and transformation of tradi-
tional institutions — for example, the conversion 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 effect 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
coliesion 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 factors.*® 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 population can,
mathematically speaking, play as largearolein €CoNomic
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 eflicient investment to
promote economic growth would be investment, not in
economic production, but in reduction of birth rates.

The situation is complicated by the fact that produc-
tion and population — the numerator and the denomi-
nator in the ratio that defines the level of economic
development — are not independent variables; growth
of production and growth of population interact upon
each other in ways that are obscure and controversial.
In some circumstances, population growth entails com-
mensurate or even greater production growth (e.g., when
resources and technology are adequate and labour in
short supply). In other circumstances it does not; per
capita income may be held back or even decline with
rapid population increase, in an existing context of
unemployment and under-employment, and at given
inadequate levels of technology and resources. Increase
in production, in turn, may stimulate population growth
under certain circumstances; for example, in some of the
most highly developed countries today, marriages and
birth rates may rise for a time with expanding economic
conditions (and drop with depressions), while in the very
poorest countries there may be both a rise of birth rates

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



and a drop of death rates when increased production
immediately brings better nutrition and health., On the
other hand, expansion of production, especially through
industrialization, in populations that have reached a
certain level of development, may be associated with
declining birth rates and a slow-down of population
growth, as has Dbeen the case in various countries of
southern and castern Europe in recent decades. Coun-
tries showing this demographic pallern, in which the
death rate is relatively stabilized and the birth rate is
dropping rapidly or has dropped to a relatively low level,
will by definition undergo much more rapid economic
development in terms of per capita income growth than
other countries in which economie production is actually
increasing atl exactly the same pace but 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 Latin America today.

Expansion of production may be hindered by the
difliculty of increasing the amount of land and other phy-
sical resources in use, in proportion Lo the increase of the
labour force. While this hindrance to economic develop-
menl 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 bearing on cconomic development, since the
relative proportions of economically active adults versus
children and inactive elderly persons will determine Lhe
amount of production beyond the worker’s own needs
that can be used for savings and investment, and the
amount that musl be consumed by non-productive
dependants in food, education and health services, as
well as housing and community facilities. This means
that two countries wilh initially equal labour producti-
vity (production per worker) will have different rates of
economic growth if, other things being equal,®* Lheir
population structures differ. The economically under-
developed countries generally have a population struc-
ture weighted heavily with children, owing to high birth
rates, and although Lhe 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 faclor (also having polilical con-
notations) which can inhibit economic growth — some-
times only temporarily, if usable land area is exlensive—
bul which has received much less allention is thal of Lhe
absolute size of a country’s population. This has acquired
new significance with the independence of a number of
African countries. Under modern circumstanees, an

1 Ordinarily consumption standards will be lower in countries
with high rates of dependency, so that investment will not be
the only factor affected.
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cconomically under-developed country of small popula-
tion, other things apart, appears Lo be at a disadvantage
as far as economic growth is concerned. A small country
is less Jikely than a large country to approach cconomic
self-sufliciency and must lean much more heavily on
exports and imports.!? Since the economically developed
small countries today rely as much as, or even more Lhan,
the cconomically under-developed small countries on
foreign trade, il is not realistic Lo assume that, as the
latter develop, they will reduce their dependency. Diver-
sification of industry and agriculture, including the esta-
blishment of diversified small industries for processing
agricullural produets, as well as the production of foods
now imported, is an important economic obhjective, but
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 are altogether excluded. T'o 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 to establish an airplane indus-
try. Economically developed small countries can, how-
ever, effectively 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 are 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-
moditiecs—together with the import of a variely 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-vis
industrial products.?® If present Lrends continue, and if
the economic growth of the small economically under-
developed countries is Lo be ensured, the choice would
seem to He essentially between, on the one hand, regional

© See Simon Kuznets, “ liconomic Growth of Small Nations ”
in The Challenge of Development (Jerusalem, Hebrew University,
1058), pp. 9-25. Data presented by Kuznets show the ratio of
foreign trade (sum of imports and exports) to national income
to be 84 per cent in a sample of cconomically developed small
countries that average 1.3 million in population, as against oply
22 per cent in a sample of economically developed large countries,
averaging 69 million population. Corresponding figures for econo-
mically underdeveloped small and large countries are 64 per cent
aid 38 per cent.

13 See “ Rural-Urban Relationships © in chapter I. The un-
fuvourable 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 co_n.lmunlly
expands by the addition of new products (c.£., television and
air-conditioning in Tecent years), whereas agriculture does not;
synthetics may substitute for certain agricultural products, and
industries are continually learning to economize in the use of
raw materials. The demand for industrial products as a whole
therefore grows faster than the demand for primary cox_nmodities
in a world market and the small countries relying heavily on the
export of primary commodities that have but slowly rising
demaud therefore have a built-in long-range tendency to fall
behind — unless the prices of primary commedities actually
increase faster than those of industrial products.
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or international markel 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, ete.s

_(2)_Inslilulional faclors. If the industrially advanced,
high-inccme countries of {he world are lined up and com-
pared with the economically under-developed countries,
a l_arge 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, ete. 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 affilialion, 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. Itis
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 thesc many institutional factors are really important
for development — and how important they are ! — and
which are superficial. Since most economically developed
countries are European or of European origin, any dis-
tinclive feature of European culture, ranging from habils
of dress Lo broad political and religious institutions, will
aulomatically have a surface correlation with economic
development. The danger is that the more obvious bul
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 wealtl that they had witnessed
among foreign military stalioned 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 lagging 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 American
economic integration programme sponsored by ECLA, which
is intended to provide a market covering five small countries for
Industries established in any one of them.
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Lhe Second World War,’® may have perceived correctly
Lthe 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
Lhat 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.:

1t should be noted that European nations moved into
the phase of industrial growth in the nineteenth century
with a quite differeni historical background of social
and political institutions and cultural systemsfrom those
of Africa today or those—still widely different —of
Asia today; the world as a whole of lhe 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-lo-one relationship between
institutional form and economic development. Thus,
both high productivity in industry or agriculture and
low productivity are found under a variety of institu-
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 individual. It is
perhaps natural to believe that the kind of institution
most desirable for non-economic reasons will therefore be
inherently most effeclive economically. Other things
being equal, a socially desirable institution may well be
economically more effective for the simple reason that
il is more socially desirable: il enlists the participation
and molivation of the people concerned. There is evi-
dence, however, that economic production, at least mn
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 Stalte.

When countries that have achieved exceptionally
rapid economic growth during Lhis century — for exam-
ple, Canada, Germany, Israel, Japan, Puerto Rico, the
Union of Soviet Socialist Republics and the United
Stales — are examined individually, it will be seen that
their economic developmenl has in fact taken place

15 See R. W. Firth, “ Social Changes in the Western Pacific 7,
Quarterly Bullelin, Soulh Pacific Commission (Noumea), vol. 3,
No. 4, October 1953, p. 27.
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under a rather wide range of institutions — political,
religious and social. The fact that a country has pro-
gressed cconomically with one kind of institution does
not prove, of course, that it would not have progressed
faster with another. An institution can have a braking
effect, whieh is concealed by the net forward movement
when powerful developmental pressures are at work.

The countries mentioned in the preceding paragraph
as being among those having achieved rapid ccononic
growth during this century do, however, have one insti-
tutional factor in common: namely, the important role
of their educational institutions. Furthermore, much of
the education is deliberately and strongly oriented
towards technological change and economic progress,
unlike, say, the edueational systems of medieval 1Suro-
pean scholasticism or traditional Chinese scholasticisim,

More generally speaking, what appears to be of pri-
mary importance in a social institution — from an eco-
nomic development point of view — s, in the first in-
stance, 1ls orienlation towards change and development,
its readiness to adopl or support new technologies, and
its influence on the abilities, attitudes and cnergies of
individuals acting through it or controlled by it. A radi-
cal change of institution may be necessary in order to
provide the oceasion (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. Allernatively, a social inslitution may
in some cases adapt itself, without extensive changes in
external form, lo accommodate the goal of cconomic
development, as, for example, in the adaptation of the
Japanese family system at the beginning of Japanese
industrialization,® or the adaptation of the Epglish sys-
tem of landlordism Lo modern agricultural development,

There are few institulional changes more widely
recommended today than agrarian reform in economi-
cally under-developed countries, particularly where
absentee landlordism directs its energies towards the
maintenance of the sfafus quo rather than towards de-
velopment. At the same time, lhe 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 ownership to this sector of the population, however
desirable 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.}” The IFood and
Agriculture Organization of the United Nations (FAO)
has recently given greater emphasis to institutional

16 See William W. Lockwood, The Economic Development of
Japan; Growth and Slruclural 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.

change in agriculture, but Dy this is meant not only
changes in land ownership or land tenure systems when
such changes are necessary, but also the introduction of
new or improved credit institutions, marketing institu-
tions and agricultural educational institutions, so that
the total institutional system in agriculture will be
strongly oriented towards development.®

Traditional institutions are often considered to block
economnic development Dbecause they prevent mobility,
as when individuals are obligedby caste, class or family
system 1o engage in the same occupations as their
fatliers and to remain in the same locality. In the larger
urban areas, Lhis is not as imporlant a factor as it may
have been at onc time, however, because the cities of
cconomically under-developed countries arc usually
overflowing wilh excess labour — labour that may be
only too mobile in the sense of constantly {loating back
and forth between city and countryside and within cities
looking for any kind of work. The chief difficulty in the
case of Lhis labour is lack of skills appropriate to modern
employment; the problem is to a large extent one of
education and training.

In the rural areas, the family tends to be an economic
producing unit, and the large extended family, in which
authority and status centre around the male head of the
liouschold or a council of clders, is gencrally seen as a
strong, traditionalist influence, dedicated to customary
ways and values and impeding the development of new
methods of work and production. When the extended
family is thus identified with the past, the smaller
“ nuclear ” family would appear to be a more dynamic
unit; at the same time it must be recalled that 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 ilhe extended family
system, which was regarded as a conservative influence
in various regions.!® The “ communes” in the People’s
Republic of China are undoubtedly having a similar
effect.

While a rigid class system that immobilizes individuals
in out-moded occupations and maintains masses of the
people in a depressed state, without hope for personal
advancement, is without doubt 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 pre-industrial 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

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

19 See Vladimir Aboltin, Social Implications of Industrialization
in the Soviet Union, UNESCO, SS/NAC/1960/7.
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an'd on the accumulation of individual savings for econo-
mic investment. At the same time, the large family, if
dev_eIopment-oriented, can also be a source of combined
capl’Fal 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 z}nd achievement (or the needs of the enterprise), are
cpn51dered 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
ent_erprlse at a particular stage of development in some
socleties, 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
d.eveloped countries, but also numerous examples of
situations where, as in India and Japan, extended family
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 corporate life in modern times.”2* Even today,
to a degree quite surprising from the point of view of the
organization of western industry, Japanese industry,
according to some studies, still maintains features of the
extended family: group incentive rather than individual
incentive and responsibility, individual loyalty to the
company, lack of separation between economic activity
and social life, and other continuations of pre-industrial
forms.2? Competent lower-status young men have
achieved higher positions by the process of being
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 com-
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 equivalent but of lack of
education and training; the State will not entirely avoid
this difficulty by superimposing an economic planning
bureaucracy on an unqualified populace. There are, how-
ever, other questions involved in this matter, including
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.
2 See James C. Abegglen, The Japanese Factory. Glencoe, Il.,
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 affi-
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 (also, 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 commonly
given is’insecurity — there is not enough confidence in
political, economic and social stability to persuade the
individual to invest in an uncertain long-term project,
such as building a factory.?* The mercantile class, which
may be fairly sizable, does not readily move into indus-
try, any more than the landowning class does. If it makes
local investments, it prefers to speculate in commodities,
real estate or money-lending (often highly profitable),
rather than to invest in equipment for long-term manu-
facturing which would add new values to goods. Quite
often the mercantile class is ethnically distinct from the
politically dominant majority of the population, with a
tense and uncertain relation to it, and this may be a rea-
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 food (or buy lottery
tickets), but their attitude towards investment in new
productive equipment, such as a new plough, also tends
to be hesitant, often suspicious. In the least developed
areas, the worker’s attitude towards labour may entirely .
lack time perspective, let alone the concept of productive
investment. For example, the day labourer in a rural
area on his way to work, who finds a fish in the net he
placed in the river the night before, is observed to return
home, his needs being met. The worker in an urban area
who receives an increase of pay works less and goes back
to his native village so much the sooner. Such reactions
— perhaps more the exception than the rule — are re-
ported to change once the worker reaches a certain level
of income and thereafter takes a less relaxed attitude
towards economic matters. Similarly, once his income
reaches a certain level, saving becomes a more estab-
lished practice. Thus, attitudes towards work and

22 Major importance was attached to politica™ stability, among
other political prerequisites, as a condition of economic growth
in Latin America at a recent meeting of experts: United Nations,
« Report of the Expert Working Group on Social Aspects of
Economic Development in Latin America” (ST/ECLA/CONF.6/

1..2/Rev.1).
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savings that scem to impede cconomic development
exist, at least in part, for the simple reason that there
is little or no cconomic development.,

Some of the most extensive and detailed analysis of
the role of psychological attitudes and values in ccono-
mic development has been carried out in connexion with
religious values. The views of Karl Marx on religion in
general as an opiate deadening the masses to demands
for material betterment have received much attention.
In recent decades, western social scientists have given
much attention to the theories of Max Weber, who wrote
in the early part of this century on the role of Protestant
* inner-worldly aseeticism ™ and the Protestant concep-
tion of work as duty, as an explanation of the economic
progress of Protestanl peoples. Economic trends in the
last few decades, including trends in China, France,
Italy, Japan and the Union of Soviet Socialist Republies,
show that rapid cconomic growth can take place in
various constellations of religious or anti-religious values.

The complexity and subtlety of the whole question of
psychological factors affecting cconomic development
may be illustrated by reference to a current hypothesis
that *achievement motivation ” of the individual (and,
derivalively, the rate of ecconomic groewth) is related,
among other things, to the status of women in sociely,
especially in the family setling 23— this motivation
being weaker when the child is broughit up in an authori-
tarian family where status is pre-ordained by age and
sex. In a different context, Soviet theorists have laid
considerable emphasis on the equality of women as a
factor in cconomic development.** There is also some
evidence from ficld studies that change in the status of
women can be a force breaking the crust of tradition and
can thus facilitate the subsequent entry of economic and
technological changes.?®

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 activily thanis enjoyed by
the business man, engineer, mechanic, agronomist or
other type of person concerned directly with material
production.?® 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

23 See David S. McClelland, “ 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.

4 See V. Aboltin, op. cit.

26 For a discussion of the inter-action of social and technical
changes within a village setting, see Morris E. Opler 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).

among populations with a caste or class system — or
with psychological remnants of such a system founded
in feudalism or in military conquest — in which those at
the bottom have traditionally engaged in the (manual)
labour of production and those at the top, controlling
the land 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-
nomically developed socielies, as, for example, among
certain desert nomad tribes that traditionally used only
slaves, captured in fighting over water holes, for manual
labour. The problem of the status hierarcliy of occupa-
tions carries over into education, resulting in an excess
of students in courses aimed at while-collar jobs,?? and
even some of the most highly developed countries today
are 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 tlie energy or physical capacily that
the individual is able to bring to cconomic activity is to
a large exlent a matter of health. Endemic discases,
bringing a host of parasites into the body, sap cnergies
that might otherwise be available for productive work.
Malnutrition has a similar enervating effect. These condi-
tions also have strong psychological cffects 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 diflicult to asscss, but it is no
doubt substantial, Until recent times, discases like pla-
gue, cholera, malaria and even tuberculosis have played
a substantial role in hampering development, and in
some areas endemic discases are still 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-economic factors and economic develop-
ment. There is an open question as o its significance —
that is, whether climate itself or one or more factors asso-
ciated with climate 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 poss%—
bly presents more of a challenge or demand for mecllla.nl-
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 that less than 4 per cent of the students from
under-developed eountries who go to the United'States to study
take up the study of agriculture, in spite of its fundamental
importance to the development of their countries.
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IlUI\iAN INVESTMENT AND CAPITAL INVESTMENT

The concept of human investment

Negative social factors acting as obstacles to economic
growth have a nccessary logical counlerpart in positive
or permissive social factors. If one kind of social condi-
tion can hold back economic growth, another kind can
fac1_]1tate it. Concern with the more posilive influence of
social upon economic factors represents the third — and
the most recently popular — major line of interest in
the_ interrelation of social and economic development.
:I‘h:s interest has centred on the subject of *human
Investmenl ” (or, less frequently, “social investment ™),
in the context of economic development planning.

The concept of human investment serves to correct an
over-simplified picture of economic growth. According
to this picture, economic expenditure on capital equip-
ment, classified as “ productive investment”, is con-
trasted with social expenditure benefiling 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-
mize the social expenditure. A given rate of capital
investment — depending on the rate of population
growlh —is judged necessary Lo achieve a given rate
of growth of per capita income, i.c., of economic develop-
ment. The higher the rate of such investment, and
consequenlly 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 Lhe 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 development.? For
example, research carried out in the United States oi
America by the National Bureau of Economic Research

28 « 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 », Inlernational Social Science
Bulletin, vol. V1, No. 2, 1954, p. 170). . . . If economic growth
is thought of as a self-sustaining process, there is little doubl
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
country, “increase in volume of tangible capital goods
has undoubtedly played a significant role in raising
labour productivity, but it has not been the dominant
one”.? In manufacturing, output per unit of capital
input has not remained constant but has risen signifi-
cantly, particularly since about 1920.2° Agricultural
production has also risen faster than can be explained
by the rale of capital growth. In fact, “ production in the
Uuited States has risen Lwice as fast as labour and tan-
gible capital input combined, over the past two-thirds
of a century ”.%* Part of the growih 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.?2 A recent study in Norway has reached a similar
conclusion,?? as have studies in other countries.’

It follows from the above that, if certain intangible
human factors are as important as tangible capital
investment for ecomomical 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,®

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

3¢ See John W. Kendrick in « Government in Economic Life 7,
Thirty-Fifth Annual Repor{ (United States National Bureau of
Economic Research, May 1935), p. 46.

3t The Study of Economic Growth, op. cit., p. 5.

33 See T. W. Schultz, “ The Role of Government in Promoting
Economic Growth ”, in The Slate 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 J.abour Relations, August 1956.

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

3+ See the studies on the growth of agriculture in Drazil and
Argentina cited by T. W. Schultz, “ The Economic Test in Latin
America ”, op. cit., and the Finnish study by Olavi Niitamo,
cited by O. Aukrust, op. cit. See alsp 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 putth}g
too little emphasis on the need for productive invesiments 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. 11, p. 162).
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“ Human investment " is, unfortunately, not casy to
define. It may be vaguely deseribed as investment in
the *social infra-structure » of economic growth, a
concept that itself requires definition. The human (uali-
ties that promote cconomic growth are variously identi-
fied as knowledge and skills, technological capacily,
efliciency, organizational capacity, initiative, energy and
hard work, mutual trust and honesty, security and con-
fidence in the future, inventiveness, mobility, “ universa-
lism ™, rationality, entreprencurial ability, progressive
outlook, ambition and drive, achicvement motiva-
tion, cte. But lists of desirable qualities do not generally
give a very clear idea of the kinds of investment a coun-
try can and should make in the social field to promote
cconomic growth. Governments cannot create such quali-
ties by legislative fial or budgetary appropriation. There
are no operative branches of government in sociology
and psychology disposing of funds to cultivate directly
the desired qualities.

In large measure the question of human investment
comes down, in government praclice, 1o a question of the
expenditures of existing ministries or departments in
such ficlds as cducation, health, housing, labour and
social welfare. The diffienlty here is that most of the
expenditures of these branches of governmenl — apart
from expenditure on certain forms of scientific research
and technical schools — are ordinarily not designed for
whatever cconomic effects they may have. They have
their own purposes, and can rarely if ever be considered
in their entirety as economic investment expendilure —
just as they cannot be considered in their entirety as
merely competitive expenditure draining off resources
from economic development. They are both complemen-
tary and competitive in varying degrees, some being
more relevant and urgent for economic development
than others.

Investment and consumplion

Social expenditures of government must be distin-
guished from privale * consumption ” expenditures of
individuals, although the lalter expendilures can be, lo
a grealer or less extlent, controlled Lhrough government
monctary and fiscal policies, especially taxation. The
privale consumplion expenditures are nol generally
assumed Lo be a form of investmenl. Very often Lhe
fundamental policy issue is not compelilion belween
public economic and public social expenditures, but
between economic and social (and olher) expendilures of
governmenl, on Lhe one hand, and expenditures for
privale consumplion (especially for “luxury ” consump-
tion), on the other. As a general rule (with important
exceplions), Governmenls with high economic expendi-
tures Llend towards high social expenditures as well, and
conversely, low economic expendilure Lends 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

growth.?® The problem is to distinguish calegories of
privale consumptlion that are economically necessary or
advantageous from those that are nol. There is a danger
that a higher level of private expenditure may mean
primarily the purchase of non-essentials by the better-
off scction of the population, while an « austerily ”
programme Lo reduce private expenditure can mean
primarily a culting-down or holding back of the con-
sumption of essential goods by the poor (sce chapter I)
and even a constriction of the market for domestic pro-
duction,3?

Economists would no doubt generally agree that
expenditures not only on conspicuous consumption of -
Juxuries hut also on ceremonials, games, gambling,
tobacco, alcoliol and other kinds of recreation are not to
be classified as forms of human investment. Yel the
position may also be taken that a certain amounl of
relaxation and pleasure is a necessily for economic
development.38

The causal relationships between private consumption
aud cconomic development are uncertain and speculative
partly because of the role of psychological or motiva-
tional faclors. A minimum level of private consumplion
is required for clementary physiological reasons. Private
consumption beyond this level is not physiologically
required; it may however, be psychologically required
(unless other molivalions are presentl) as an incentive
to work. The availability of industrial consumer goods,
for example, is widely regarded as an important incen-
Live Lo grealer agricullural production in under — deve-
loped areas. In some circumstances, a minimum Ievcliof
private consumplion is a political necessity — olherwise
the population, heedless of economic development
theory, may engage in slrikes, riols and violence Lo
obtain whal they consider to be a salisfactory level of
consumption. Such conlingencics cannol be wrilten inlo
investment formulas. In general, Lhe readiness of a popu-
lation Lo dedicale ilself to greater efforls for cconomic
development will depend upon its feeling of sharing in
Lhe benefits.

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

28 « If 3 larger consumer oullay on a given type of goods is
required so that human beings arc to perform efficiently as mem-
bers of Lhe productive system and thus assure higher income per
capita, then clearly the higher consumer expenditures per capita
are a prercquisite, a compulsory accompanimenl of higher per
capita income, and induslrialization and urbanizalion . . .~
(Simon Kuznets, * Consumplion, Industrialization and Urba-
nization », UNESCO, SS/NAC/1960/5, pp. 10-11).

« . . . al the very low levels of consumplion in the poor coun-

tries, and particularly in those of them where alarge port}on

of the population is undernourished, increased consm_npllon
may be a productive investment in higher labour clicicncy

(Myrdal, op. cit., p. 161).

37 It should be noted that an austerity programme can involve
concentration of funds in long-range educational, health a'nd
social welfare programmes, so that it must not be confused with
economic, as contrasted with social, expenditure.

38 See S. Kuznets, “Consumption, Industrialization and
Urbanization », op. cit., p. 11.
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practige they, too, are commonly classified under “ con-
sumption ” expenditures.®® Many of the social expendi-
tures '(puhlic and private) can, in fact, be regarded as
bpth investment and consumption, demonstrating the
difliculties of the concept of investment. Thus, good
health is something to enjoy for itself and at the same
time promotion of good health may be considered a form
of investment 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
,2are not carried out with economic intent, although at

the same time they can have important economic effects.’

Immunization of children against poliomyelitis may pay
off economically, but that is not the purpose of the ino-
gulation. 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, thereis 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, of
them will contribute substantially to economic growth.

The effects 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-

29 Spcial 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 *.# Expenditures on these two diffe-
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.# 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 effect 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.*?

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 lp\yer
costs of preduction by reducing waste, reorganizing

10 See Charles P. Kindleberger, op. cit., especially chapter IX,

« Balance Versus Priorities », p. 152. Kindleberger does not indi-
cate where the social sciences (economics, sociclogy, psychology,
etc.) should be classified.

4 Ibid., p. 229.

42 See ILO, Report of the Direcior-General, 1959, p- 54.
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work, ete. IL is quite possible that the increase in pro-
duction per unit of capital imput in the United States,
mentioned above, may have been spurred in part by the
pressure from a constant rise of wages and labour bene-
fits.«* Increase in labour income also increases demand
and expands the market for manufactured goods, there-
by stimulating and sustaining cconomic growth. The
fact is that, in most countries that have enjoyed rapid
economic growth during the last cenlury, the income
of lubour hus also risen rapidly. Whether the rise in
labour income has always been a consequence rather
than a stimulant of expanding production is a Lheore-
tical question difficult to answer. In any case, the same
considerations may not apply to economically under-
developed countries where industry is in a precarious
condition; what is a stimulant in a strong, expanding
economy can lave different effeets elsewhere.

Sacial security schemes, public assistance {o the poor, aid
to homeless children, homes for elderly people and similar
social services for special groups in need are generally
considered to be socinl activities that do not conlribute
Lo economic growth, bul diverl funds from it by com-
peting for limited resources. A socicly that neglecls its
children in need and its invalids and aged would no doubt
grow [aster economically, although there may be some
question as to what it would grow inlo. In certain cases,
as in thal of unemployment insurance in economically
advanced countries, social scceurily payments serve as
automatic cconomic  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
available 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 construeting 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,

4 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 efforts 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.

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 capital investment costs of the enter-
prise. When, however, the State assumes direct responsi-
hility for low-cost housing for workers, the expenditures
become “social” expenditures and are regarded as
compelition with economic investment. It may be noted
that low-cost housing has the advantage of a generally
low import content, thus making only moderate claims
on the country’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 construction materials. Also
housing, like educalion and health, is an object for
which people may be willing to make certain funds
available — through taxes or from personal savings —
that would not be made available for other purposes;
such funds are therefore not actually * diverted ” from
economic development.

Difficullics in determining the economic returns
of human investment

The preceding discussion has demonstrated some of
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 contingen-
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 mechanistie
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 development. A higher
rate of investment in, say, secondary education just as
in transportation may be a requirement for econoimic
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 economie
return for each and every category of social expenditure
is really feasible. It is extremely important as a strategy
of development to examine economic implications and
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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3dVanfLageous. It is equally important to examine al-
ternative economic strategies —e.g,, regarding types or
location of industry — and select those Lhat are socially
most advantageous (see chapter V). 1t is also of great
Val_ue 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-
roundlpg the role of social factors in economic develop-
ment, including the difficulties of measurement, it is not
surprising that many cconomic planners should be dis-
couraged from trying to handle such factors in 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 of the
picture. Thus, a distinguished expert in economic de-
velopment at one point notes that education is “a very
important condition for developntent ” but disavows the
consideralion of it as a part of economic policy;¢* 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 that
this is precisely what cannot be made clear; the possible
contribution of the school to material production is
beyond measurement at the present time but not beyond
conception.

Given the methodological difficulties, the economist is
tempted to confine himself to a few seclected economic
variables that are familiar, manageable and measurable,
and to concenirate on studying the relations of these
variables to each other in formal “models .4 A similar
confinement of professional interest will be found in the

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

4 Ibid., p. 30.

48 « _  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 neglect 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 approach to
social cconomic interrelationship that is more limited,
and more manageable Lechnically, than the concept of
human investment. When in development planning or
programming a production goal is set, specific require-
ments for meeting it are determined, including 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 of the require-
ments in terms of iron, coal, transportation, construc-
tion, etc. The production of iron, in Lurn, will have a set
of requircments, including steel, lransportation, elc.
Consideration of these implicated requirements and
« complementarities ” lies at the very core of develop-
ment planning (see chapter V). The procedure used in
the Soviet Union in this regard is called the “ balancing ™
method. Social factors can come into such a system in
two ways:

(1) Certain social requirements, as in personnel, are
established by the very nature of things. For a given
economic undertaking, a body of labour of given size and
qualifications must be available — so many engineers,
so many skilled workers, etc. are required. This in turn
can set up further requirements of iraining and have
ramifications into questions of school construction, 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, housing, family welfare, etc.
It must be emphasized Lhat these standards themselves
are given to the economic planners; they impose require-
ments bul they are not determined by computations of
economic requirements. Although economic capacitics
are taken into account and ideas of economic benefits
may be involved in their formulation, such social stan-
dards are cqually or even more determined by considera-
tions oulside the economic field.

It should be noted further that the technical analysis
of requirements in economic development planning
does not extend to the broad areas of social activity thal
are ends in themselves. Fven the most highly planned
economies, such as the USSR, do not decide upon their
levels of general education, health, social security, etc.

he can observe, results of economic growth obviously ascribable
to political factors and forces whose nature he cannot understand
adequately. The outcome is either withdrawal into the refuge of
mathematical models operating with a few variables, or ama-
teurish cogitations on a vast theme. One has the advantage of
formal elegance, and the other, that of at least calling attention
to the wider array of factors that have to be taken into account;
but neither outcome is satisfactory.” Simon Kuznets, Items,
Social Science Research Council, X 11, No. 2, June 1859, p. 15.
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simply by computing economic requirements(or invest-
ment returns from allocations to these ficlds). The deci-
sions on these matters are made by political bodies and
go beyond the economice planning apparatus.

Analysis of requirements in development planuing can
be approached from a social perspective. Instead of
setting economic targets and determining social require-
ments, it 1s possible to set social targets — e.g., speeified
levels of health, education, housing, employment, per-
sonal income and consumpltion, ete. — and Lo determine
cconomic requirements. This in fact is done in sectoral
planning in social fields. Over-all national development
planning is ordinarily direcled more towards economic
than social targets — generally towards the achievement
of a specified tncrease in the per capita national income.
There is no logical or philosoplical reason why this las
to be so, particulariy in view of the fact that the achieve-
ment of social goals — the raising of the standards of
hving of the population — is commonly stated to be the
final purpose of cconomic development. It is theoreti-
cally conceivable that a country could set its major lar-
gets to beachieved in five or ten years in terms of speci-
ficd advances in the level of living, and derive the econo-
mic largets therefrom. To a certain extent, this has heen
undertaken by countries like the Netherlands and Nor-
way Lhat have set as the explicit guiding goal of Lheir
development efforts the climination of unemployment.
Social goals in their own right, together with economic
goals, arc also incorporaled in development 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 budgel covers only
those social programmes directly required for the econo-
mic objeelives.

In the discussion of mulual requirements Lo this point,
1he emphasis has been on the requirements Lo meet
specified goals in a given scclor. Goals set in seclor A
make demands for certain developments in sector B.
Developments may, however, take place in sector B
quite independently and impose requirements affecting
1he goals, targets, or policies in seclor A. IFor example,
a projected industrial expansion may establish certain
labour force requirements, bul demographic 1irends
affecting the labour force may also sel up cerlain require-
ments for industrial expansion. Praclically no countries
loday deliberately control their rate of populalion
increase; accordingly this rate establishes cerlain econo-
mic¢ requirements — if employment is to be mainlained
as children move up through Lhe age groups inlo
the labour markel.*? Social policies having Lo do wilh
school-leaving age, age of retirement and employment
of women will also have imporlant implications for Lhe
size of the labour force and hence for cconomic policy.

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

4 Japan is to some extent an exception to this statement. At
the same time Japan is still faced with large changes in the labour
force emerging from past demographic trends. See Irene B.
Taeuber, The Population of Japan (Princeton University Press,
1958), pp. 383-385.

tial social changes are taking place simultancously,
however, the combined effect on requirements may be
quite unanticipated. For instance, health programmes
and universal compalsory education programmes under-
taken at the same time have unexpeetedly strained the
cconomic resources of certain countries because the
health programme caused mortality rates to drop and
greatly inereased the mrmber of children who had to be
covered by the edncation programime.

DIFFERENTIAL RATES OF GROWTI

As will be demonstrated in chapter 111, the different
sectors (industry, agriculture, health, education, ctc.)
Lend to grow at different rates, with the pattern changing
al the different levels of development. These varying
rales of growth may set up requirements across sectors
that are difficult to meet, resulting in conditions that
are called “ unbalanced ”. One illustration is the inflation
caused in food prices by faster growth in industry than
in agriculture (demands arising from industrial expan-
sion raise the prices of food in non-cxpanding agri-
culture). The differences in rates of growth are duc in
good part to the effects of modern technology. For
example, there are highly effective modern technical and
scientific means utilizable for rapid progress in health in
economically under-developed countries (up to a certain
limit) without too heavy investment, bul such means
are not available in educalion or housing construclion.

A policy question arises whether in the national
framework the fast-moving sector should be rewarded
and encouraged as a growing point or the slower moving
seclor helped to keep up. An argument is advanced for
the former policy within the cconomic ficld, on Lhe
grounds thal an expanding seclor (e.g., manufacturing
industry) may pull up the olher sectors (c.g., transpor-
tation) with it by creating demands or requirements that
force decisions to build up these sectors.# It is doubtful

45 See Albert Q. Hirschman, The Strategy of FEconomic Develop-
ment. New Haven, Yale University Press, 1958. Sushil Dey has
emphasized the fact that a Jimited 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 cach step. If the output of a particular
enterprise were to cxpand beyond the capacity for expansion
of other enterprises, there would be no matching supply, and
further progress would be halted by over-produetion.

«Tul this principle of multilateral expansion or balanced
growlh must contain within it its own negaling clement. At
any particular moment of lime, one particular enterprise, or
one producing unit outl of a number of such units in any one
enterprise, must be free to step out slightly in advance of the
olhers. This exerts a forward pull on the others, which then
strain to catch up with it. This is the clement of imbalance
which is necessary even for achieving balanced growth ...

« 1311 Lhis imbalance cannot be large or sudden. It has Lo be
moderated, so that other units and other enterprises are capable
of achieving a new adjustipent among Lhemselves and attain
a fresh balance at a higher level...” Sushil Dey, “ The Dia-
lectic of Industrialization *, Annual Capital. Calcutta, 1955,
A question of semantics is involved. It would perhaps be better

to reserve the word “imbalance” for those conditions judged
undesirable for economic or social reasons and use another term
for the situation in which a particular sector moving forward has
a healthy effect on the economy — or else to use an‘other term
for what is conceived of as imbalance in the reselutions 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 mosl 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 different 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 the 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
-—1is a question for economic analysis. There is also,
h_owever, 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 affect
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 rescarch 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 unforiunately may serve to
aggravate the economic difliculty 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 expres-
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 a value or goal, some-
thing to be sought (even if but dimly perceived). The
preceding pages have considered ways in which questions
of balanced development arise out of the inter-actions
and inter-dependencies of economic and social factors —
oul 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 differential rates of growth. Yet con-
sideration of these inter-actions and inter-dependencies
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 development ought to be, because questions
of value also come in — the value to be placed upon, say,
education for its own sake, or upon promised {ulure
wealth versus present consumption.

Any idea of balance as meaning the attachment of
equal importance to cach and every economic and social
ficld or programme, as by allocation of equal funds to
cach ficld or programme, is manifestly ont of the ques-
tion. Also out of the question is the idea of doing some-
thing about every economic and social problem at Lhe
same tine; this would be contrary to the principle of
timing and staging development, and would as well be
impossibly expensive — although it is essential to
consider simultaneonsly all the faclors involved, even
though they cannot all be acfed on simultancously.s®

‘There are at present no quantitative criteria derivable
from theoretical, logical or mathematical analysis by
which the amount of attention to be devoled to a parti-
cular field of social development can be indicated.
Ideally, one should be able to take a given field, such as
cducation, health, housing, labour or family welfare,
and analyse the benefits for the total developmental
effort of a given allocation of expenditure in this field
ata given time ~— that is, not only the benefits accruing
i the ficld in question, bul also the benefils (and any
disadvantages) accruing in other ficlds, thereby getling a
picture of the 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 add 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 cannol be said Lo 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, animprove-
ment of public health upon production of goods and
services, it would be impossible to add the value obtained
from such an effcct to the value obtained from improve-
ment in health as an end in itself. Certainly the economic
value cannol 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 aggregale 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 figures
from these sectors into a total national figure. While
per capita national income is an aggregate concept from

4% 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.

an cconomic point of view and does cover much of the
field of consumption, it is gencrally agreed that it is not
an adeqnate aggregate from a social point of view, and
cannot be regarded as a satisfactory comprehensive
measure of human welfare. The reasons for this have
been stated in detail elsewhere.® Per capita income
indicates the production and marketing costs of goods
and services produced 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
country. (This will be made evident in chapter IIL)
There is a high but by no means perfect correlation. One
illustration that has been given of the shortcomings of
the per capila national income as a social measure is the
fact that, when a calf is born in a communily, 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
sociely 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,
employment conditions, elc.) 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
the level of living is not to be defined as per capita
nalional income does not deny, however, the underlying
importance of growth of national income for the im-
provement of welfare.

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

50 See Preliminary Report on the World Social Sifualion (United
Nations publication, Sales No.: 52.IV.11), pp. 129-135; angd
International Definilion and Measurement of Standards and Iepels
of Living (United Nations publication, Sales No.: 54.1V.5),
pp. 48-52.




The Interrelation of Social and Economic Development and the Problem of “ Balance * 39

in the analysis of alternative propasals, then the process
of legislative debate and political decision may well be
adequate to deal with questions of balanced develop-
ment. But many less developed countries have no such
hls’gorxcal experience to guide them, and large parts of
their populations are inarticulate and unaware of the
advantages of education, the possibilities of improved
healtl,, the need for better sanitation and housing (or,
alternatively, they may be in a phase of demanding
much 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
should go with given levels of economic development,
1t is quite possible 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 that, in the light of some ideal model,
the majority of the countries of the world would turn
out 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 otlier countries in regard to the interrela-
tionship of economic and social development can be a
useful type of information, particularly for those who
ust make praclical decisions in countries that lack
experience in development. Furthermore, the 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
componeunts) 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 be represented by insufficient 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 I1I), 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

Ixrronuerion

The aim of the present chapter is to examine social and
economic inlerrelationships and patterns of growth as
these exist today in different parts of the world. At the
oulset a cholee has to be made whether Lo approach the
question from a quantitative point of view by isolating
a himited number of measurabie cconomic and social
factors or to follow a more descriptive approach. The
first approach has heen chosen in full realization of its
limitations, especially with the incomplete data now
available, bul in the hope that such an exploralion may
nevertheless contribule towards establishing thie more
systematic framework which is needed for Lhe analysis
of questions of balanced development of individual
countries.

The social indieators mentioned in Lhis chapter refer Lo
actual *“levels of living ”, particularly in the fields of ¢du-
calion, healtl, nutrition and housing and other impor-
tant aspeets of human welfare. Social expendilure pat-
terns, social programmes and social inslitulions are
considercd elsewhere in the present report. The cenlral
theme of this chapler is the relationship belween levels
of cconomic development, as measured by per capita
nalional income aud other economic indices, and levels
of social developmenl, as measured by various indices
of levels of living.?

The chapter falls into three sections. In Lhe first sec-
tion, the over-all quantitative relalionships between
selected economic and social indicators are reviewed on
a world-wide basis, as far as Lhis can be done with Lhe
available dala. Some hislorical comparisons and con-
trasts are noted. Following Lhis, a more detailed analysis
is made of Lhe grouping of countrics and of Lhe pallerns
of development in individual countries, as measured by
the following four key indicalors: per capita national
income; per capita consumption of energy; infant morta-
lily rale; and school enrolment ratio. Some regional diffe-

1 The approach to the measurement of levels of living follows
that taken in the report on Infernalional Definilion and Measure-
ment of Slandards 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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rences are noted. The third scetion discusses brielly the
inlernal distribution of income and welfare. It has
become elear as the work on this chapler has procceded
that this final section is not an isolated discussion but is
closely relaled 1o the over-all social-cconomic patterns
discussed in the first two-seclions and provides a key to
major differences.

It must be emphasized thal the following analysis is
tentative and experimental, that it touches briefly on
questions that demand much fuller treatment, and that
palterns rather than growth have been emphasized. In
some countries, pallerns of development have changed
in the last few years, and the stalistical facts, while
relalively recent, do not give an accurate reflection of
1961 palterns (in practically no country, of course, do
they reflect 1961 levels of development). In a number of
counlries, Lhe slalistical facls are not really facts, but
estimates or very crude approximations of the facts —
and musl so remain until belter stalistical [acililies
become available.

QUANTITATIVE INTERRELATIONS DBETWEEN ECONOMIC

AND SOCIAL FACTORS OF DEVELOPMENT

An over-all picture of the interrelaled web of economic
and social faclors is given in {able 1. Seventy-four coun-
tries and terrilories are grouped by level of per capila
nalional income and Lhe group averages (unweighted by
size of populalion) are given for twelve economic and
social indicalors.?

Per capila nalional income and per capila enerdy
consumplion have been selecled as the two * economic
indicators ” and are inlended to reflect — with all the
qualifications noled laler — the value of lolal goods
and services available and the level of industrializalion
in a given country. Although these two indicators are
very closely related they are by no means idenlical, and
Lthe variations belween Lhem appear to be significantly
relaled Lo variations in education levels and olher social

indicalors.

* Pata 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 ECONOMIG

AND SOCIAL INDICATORS OF COUNTRIES GROUPED BY NATIONAL INCOME

Per

capita Percen- Percen-
energy tage of tage of Percen-
consump- Number popula- male tage of
tion in L of tion Per  Slarchy labour national
, Per kilo- inhabi~ literate; School capila staples force income
capila grammes lants 15 years enrol- calorie as per- in agri- Level origi-
national of coal Expecta~ Infant per phy- and over ment consump- centage culfure of naling
income  equi- tion morla-  sician (esti- ratio tion  of total  (esti- urbani- in agri-
Per i . X (1956-58 valent  of life lity rale (lalest maled  (latesl (lalest calories mated zation culture
capila national income average (1956-58 (1955-58 (1955-58 year re-  circa  year re- year re- con- mid- around (latest
(N.I.) in US$) average) average) average) ported)  1950) ported) ‘poried) sumed 1956) 1955  year)
1 2 3 4 5 [ 7 8 9 10 11 12
Group 1
Per capita N.I. of 21,000 and over 1,366 3,900 70.6 24.9 885 98 91 3,153 45 17 43 11.4
Group 11
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 111
Per capita N.1. of 8350-575 .... 431 1,861 65.4 56.8 1,724 81 75 2,920 60 35 35 15.3
Group 1V
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.1, of $100-200 .... 161 265 50.0 1311 5,185 51 48 2,240 70 64 14 33.4
Group V1
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

.0 table 5.

2. World Energy Supplies, 1955-1958, United Nations publi-

:ation, Sales No.: 59X VIL7. 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.: 57.1V.3.

7. School enrolments (excluding pre-primary and higher edu-
cation) for the latest year reported in the Stalistical Yearbook 1959,
United Nations publication, Sales No.: 59.XVII.1 (usually for one

The

* 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 ihe best indicators of the components in question.
Life expectation is another indicator of health which would not
aecessarily give the same results, It has been necessary to use

indicators for which data are available.

“social ¥ indicators are selected from those
recommended in the progress report on “ International
Definition and Measurement of Levels of Living ”,* and
have already been used widely in the two earlier Reporis
on the World Social Sifuation for reporting trends in the
fields of health, education and nutrition. Ideally, the
indicators selected should cover all the components of
ievels of living. Only three components are in fact
covered in table 1 — health, education and nutrition.
The most important omissions are housing, and such

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. FAO 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-
politan 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, Stalistical 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 be reliable would preclude any over-all
view (which is a useful corrective to the analysis of selec-
ted countries) and would exclude the great majority of
less developed countries. As it is, a large number of
countries and territories at the lower end of the national
income scale, particularly in Africa, have been excluded,
mainly because of the inadequacy of the demographic
statisties. It therefore seemed better not Lo restrict the
number of countries examined, but to keep the analysis
as simple as possible. It must be emphasized that, if the
analysis should be expanded on any future occasion,
revisions in the underlying figures, particularly as new
data from thie current round of censuses become avail-
able, are likely to change the picture substantially.

With these qualifications, table 1 presents an over-all
picture of the average levels under selected economie
and social indicators of countries grouped by per capila
national income. The relation between the economic and
social indicalors aud between the levels of living and the
associated structural changes reflected in the last three
columns is evident from the table and does not need 1o
be elaborated further. The only exceptions to a syste-
malic correspondence are group I under percentage of
national income originaling in agriculture, which shows
a rise al the top income level due 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 1o doubt affected by the small number of countries
having data on this indicator.

Correlation between indicalors

1f, instead of Jooking at the group averages, countries
are ranked under the different indicators, mathematical
measures of correlation can be used to throw further
light on the closeness of the relation between these indi-
cators. The co-eflicients of rank correlation between
different indicators are given in the next column.

These measures confirm, for example, the very close
relation between Lhe two economic indicators, per capita
national income and cnergy consumption. The varia-
tions are also of interest. Countries ranking substan-
tially higher in national income than in energy include
“ high-income ” countries such as New Zealand, where
agriculture makes an important contribution to national
income, and also counlries at a lower income level which
are heavily dependent on an agricultural export crop,
such as the Federation of Malaya, Costa IRica and
E] Salvador.® Countries ranking substantially higher in
energy consumplion than per capita national income
include all the centrally planned cconomies of castern
Europe; differences in national accounting methods and
problems of exchange rate both contribute to the difli-
culty 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
indicator which would reflect thic 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.

to what extent the relatively higher encrgy consumption
level of thiese countries, in relation to the per capita
income level, is a reflection of stlatistical difficulties in
comparing national incomes. Apart from this group,
others which rank notably higher in energy are coun-
tries with important mining seclors, such as, for example,
the Union of South Africa, Peru, Bolivia and also Japan
and China (Taiwan).

COEFFICIENTS OF RANK CORRELATION 2

Per capita national income and cnergy consumption .... 090
Per capita national income and infant mortality ® ...... —0.84
Per capita national income and school cnrolment ....... 0.84
Per capita national income and calorie consumption . 080
Per capita national income and starchy staples® ........ —0.86
ILnergy consumption and infant mortality b —0.69
Inergy consumption and school enrolment ............ 0.76
Urbanization and infant mortality b.........oovievnnn. — 0.69
Urbanization and school enrolmenl ... ...coovienvinenn 0.71
Urbanization and starchy staples® ... .......ovevenen. —0.66
Urbanization and caloric consumption ...........0vovnn 0.69
Infant mortality and school enrolment ® ....oooieuinn — 0.87
Infant mortality and number of inhabitants per physician — 0.43
Infant mortality and calorie consumption ® ....... .... —0.81
Literacy and schiool enrolment. ... ..o cvneiennnenes 0.78
Alale labour force in agriculture and infant mortality 0.86

Male labour force in agriculture and encrgy consumption —0.89
Male Jabour force in agriculture and school enrolment ® . — 0.81

a 1{ should be noted that the number of countrics included in
cach calculation is not identical, Where the correlation includes
infant mortality, only countries with data oflicially reported as
complete arc included. It might be expected that, if the countries
with estimated infant mortality rates were included, the correla-
tion with per capita national income would be less close. In fact,
it is slightly closer (0.87 instead of 0.84). The same situation is
found with correlations of infant mortalily with energy consump-
tion and school enrolment. On the other hand, an examination
of some twenty low-income countries, mainly in Alrica, which fall
outside table 1 altogether shows a correlation between per capita
energy consumption and school enrolment ratio of only 0.20. It
is quite possible that the correlations would show substantial
differences if countries were selected from diflerent income ranges,
or from different regions.

b Infant mortality rates, number of inhabitants per physician,
starchy staples as per cent of total calorics and percentage of male
labour force in agriculture involve negative correlations — except
where they are correlated with each other — since they are inverse
measures of development in the sectors concerned (e.g., the infant
mortality rate is an inverse measure of health). ‘Where correlations
of the infant mortality rate or of other of these rates arc discussed
in the text, it will be understood that Lhe inverse of the measure
in question is meant.

The most important soclal indicators.—infant mor-
tality, school enrolment ratio and calorie consumption
—are all more closely related to per capila national
income than to cilher energy consumption of level of
urbanization, and they are all more closely related to
the economic indicators than to cach other. The only
exception is the close relation between infant mortality
rate and calorie consumption. On the other hand, infant
mortality shows a low correlation with the number of
physicians; this indicates that the _ava_ﬂab}llty of health
services, which depends on the distribulion and orga-
nization of medical services, is a more important factopr
than the absolute number of physicians.

T T
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GROUPlNG 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 of social development tend to correspond empiri-
caUy' with given levels of economic development; from
this it will be possible to proceed to a consideration of
jthe.p_atterns of economic and social development of the
individual countries. A country, for example, might fall,
as far as national income is concerned, in a middle range
position but be higher or lower than other countries of
the same income level in energy consumption, health,
education or other indicators. It must be emphasized
that this approach will be based on empirical correspon-
dences — on analysis of what levels of social develop-
ment do go with given Jevels 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
capita national income, per capita energy consumption,
infant 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.> 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.®

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 2
Energy Infant mortality School enrolment
Group Nalional income consumplion rale ralio
I... Above 1,000 Above 3,150 DBelow 28 Above 92
I1... 575-1,000 1,675-3,150 28-44 81-92
III ... 350-575 800-1,675 44-65 69-81
1V ... 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

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 L

There is a suggestion in the data of a break some-
where between the top three and bottom three groups,
around the $300-8350 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.

5 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
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Quite apart from such speculations, the differing
economic and social patternIs) which en&e:g: ff;gfr;ﬁ‘é
grouping hold some policy implications and some impli-
cations of wider interest. The © bunching up ” of the
social mdlqators discussed here means that, for some of
the countries even in the third group under national
Income, expectation of life is already more than 65 years,
the Infant 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 d)ffe'rent 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.

T'rends 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

gieveloped at that time than the majority of countries
in the lower three income ranges at the present time.?
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 Stales

Year and Wales Denmark France Netherlands of America Japan

1826 ....... — — 163 — — —
1851-55 .... 156 134 166 190 — —
1871-75 .... 153 137 178 210 _— —
189195 .... 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 .... 709 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 infernationale du mouvement de la population,
République francaise, Ministére du travail et de la prévoyance
sociale (Paris, 1907), p. 463 (for figures before 1905).

Foetal, Infant and Early Childhood Mortality, Vol. I, The
Statistics (United Nations publication, Sales No. 54.IV.7).

7 Judging by estimates of national product and percentage of
labour force in agriculture. See Simon Kuznets, “ Quantitative
Aspects of the Economic Growth of Nations — I: Levels and
Variability of Rates of Growth”, FEconomic Development and
Cultural Change (Chicago), vol. V, No. 1, October 1956, pp. 24-25.
Professor Kuznets explores here and in other writings the question
of the relative levels of the now advanced countries at the begin-
ning of industrialization and the currently under-developed coun-
tries. Taking into account the rates of growth of the now advanced
countries since around 1850, he comes to the tentative conclusion
that the current per capita levels in the under-developed countries,
and even in Latin America, are significantly below those in western
European countries before their industrialization.

NoTe 10 CHART I

The curves are based on the group limits, The upper limits of group I and the lower limits of group VI (particularly the
last) were fixed tentatively in order to ‘“anchor ” the ends ofp the scale and they represent a compromise between different methods
which could have been used. The scale could have started at 0 for national income and school enrolments and some equivalent figure,
say 500, for infant mortality. But, since some twenty or more countries at the lower end of the scale are excluded for lack of data, there
is no theoretical reason why there should not be at least one more group below group VI. Another possibility would be to chart the lowest
values in the data used, which were: national income 46, infant mortality (inverse) 263 and school enrolment 22, A third choice was
simply to fix the lower limit at four standard deviations of group VI, which would bring the lower limits to 50, 225 and 23 respectively.
A fourth possibility, and this was the method used, was to project the curves in the graph, taking into account the limits suggested by
the second and third choices, and, in view of the general uncertainty about what happens in this area, to round off the limits to avoid
the appearance of spurious precision. The same procedure was used to fix the upper limits. The upper limits to group I and the lower
limits to group VI obtained in this way are:

Per capita "Per capila Infant School
national enerqy mortalily enrolmen
income consumption rate ratio

Upper limit to group I...... ceeviens (2,000) (6,500) 16) (100)
Lower limit to group VI............ (45) ) (250) (20)
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It is less easy to suggest historical trends in the case
of literacy and school enrolments because of the lack
of comparability of the data, but studies made by
UNESCO ® on the relation between educational levels
on the one hand and national income and level of indus-
trialization on the other hand show that countries have
varied considerably in their relative timing of literacy
and of industrialization. In IZngland and Belginm, both
countries where there was an carly industrial and
commercial development, a high level of school enrol-
ment was not reached until the second half of the nine-
teenth century, although in hoth countries an educated
class had long existed. In Germany, on the other hand,
where an effective system of compulsory education had
been introduced (in Prussia) as early as 1791, high edu-
cational levels preceded the rapid industrialization
which took place in the second half of the nineteenth
century, The Scandinavian countries show a remark-
ably high level of school enrolments in the nineteenth
century at a time when they were comparatively little
industrialized. In Norway and Sweden, for example, as
carly as 1875 more than 80 per cent of children aged
seven to fourleen were attending sehool.® The United
States of America also hiad the benefit of a literate popu-
lation before the period of rapid industrialization in the
second half of the nineteenth century. In 1870, 80 per
cent of the population was literate, although at thal time
more than half of the labour force was still employed
in agriculture (sce table 1), Dala for the USSR indicate
that mass literacy was attained during the period of
rapid industrialization under the first three five-year
plans, when the literacy rate (of the 9 to 49 age group)
increased from 56.6 per cent (1926 census) Lo 89.1 per
cent (1939 census).

Table 4. —— LITERACY RATES IN SELECTED COUNTRIES 2
Belgium France United Stales of America Ussnb
1866...59 1872...77 1870...80 1897...26.3
1880...69 1881...— 1880...83 1926...56.6
1890...71 1801...—- 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
1930...91 1931...95 1930...96
1947...96 1936...96 1940...96

1946...97 1950...97

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

b The rates refer to literacy in the age group 9 to 49 ycars.
Figures are from Uroven’obruzovaniya natsional’nyi sostav voz-
rastnaya strultura i razmeshcheniye naseleniya SSSR_po respu-
blikam, krayam i oblastiam (Lcvel of educalion, national com-~
position, age slructure and distribution of population of the
USSR by republics, regions and districts). T1s.5.U., Moscow
1860, p. 8.

8 World Illiteracy at Mid-Century (1957), chapters VIII, IX
and X.

* Ibid., pp. 173, 185.

Thus, while the now developed countries were con-
siderably worse off in health when they were at anealy
stage of industrial growth, compared with less dc"e_l'
oped countries today at a similar income level, 1t
seems that for at least some of the now developed coun
tries, levels of literacy and school enrolments v €T
substantially higher than the present levels in the o
rity of the less developed countries. This is pnr’ﬁ}'
undersiandable from the fact that, with the help o
modern medical technique developed clsewhere, hezlth
can be improved very rapidly in the lower income levd
countries today, as noted above, causing rapid increfa <
of the school-age population, whicl, however, makes 1t
more difficult o achieve education advance. A much
closer study needs to be made of relative rates of grow th
of educational enrolments and national income before
any couclusion about the interaclion between the t¥w0
can be reached.

ANALYSIS OF PATTERNS OF LCONOMIC
AND SOCIAL DEVELOPMENT OF INDIVIDUAL COUNTRIES

In table 5 countries are grouped under per capita
national income; per capila cnergy consumption;

infant mortality rate; and school enrolment ratio. It
should again be 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 idca 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 lables 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 1I-V the
different patterns have been expressed graphically in
the form of bar diagrams,® 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, Lell only part of Lhe story and need to be inler-
preted in the light of the particular background — eco-
nomic, social and cultural — of the countries concerned.
A brief commentary, by region, on patterns found in
selected countries is given in the following pages.™

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

1 An attempt has been made to avoid using examples of
countries where crude estimates of the underlying data ar¢
involved. It has also not been possible to include (:ountries.wher’e
levels are all in group VI becanse the scales are unreliable in this
arca (see note Lo chart I). Otherwise, an efforl has becn made to
illustrate the different types of patterns found.
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Chart II illustrates social-economic 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 2# 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,
appearin the case of the countries illustrated in chart II.
Japan, for instance, provides.an example of a country
relatively highly industrialized (group I1I 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

12 7The distribution of countries under national income groups
is as follows: Group 1; Group II, 1 (Israel); Group III; Group IV,
3; Group V, 2; Group VI, 8.

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 heldings 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 (8ee following page)

Per capila 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
arate 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 difli-
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 Reporl on the World Social
Situation.)

In the case of Eastern European countries with centrally plan-
ned economies, there are difficulties not only of conversion rates,
but also of adjustments to make the figures publi-hed by these
countries for “material product” (see footnote 2 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 1V, where the national income data are for 1958 alone.

Per capila consumplion of energy: average for the years 1956-58

Data from World Energy Supplies 1955-58, United Nations
publication, Sales No.: 59.XVIL7.

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 mortalily 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 Repor!{ on the World Social Siluation
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
Group Per capita national income in $US: 1956-58 avcrage Per capita energy consumption: 1956-58 average
Eurgpe, Europe,
Northern Northern
America Latin America Lalin
and Oceania America Africa Asia and Qceania America Africa Asia
1 Australia Australia
Canada Belgium
New Zealand Canada
Sweden Czechoslovakia
Switzerland Germany,
United States Federal
of America Republic
Germany,
LEastern
United Kingdom
United States
of America
11 Belgium Venezuela Isracel Austria Venezuela Union of
Czecho- Denmark South
slovakia France Alfrica
Denmark Hungary
Finland Netherlands
France New Zealand
Germany, Norway
Federal Poland
Republic Sweden
Ncetherlands Switzerland
Norway USSR
USSR
United Kingdom
n 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
v 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 Japan Panama
Uruguay
v Albania Brazil Ghana Ceylon Albania Bolivia Ghana India
Portugal Colombia Philippines Portugal Brazil Malaya,
Romania Dominican Turkey Costa Rica Federation
Republic Dominican 0( .
Ecuador Republic Phitippines
Honduras Ecuador
Nicaragua Honduras
Paraguay Niecaragua
Pern Peru
Vi Bolivia Belgian Burma Paraguay Belgian Burma
Cgongo Cambodia Congo Cambodia
China Ceylon |
(Taiwan) Indonesia
India %iﬁgstan ‘
ir;%(;nesm Thailand r
Pakistan
Thailand
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CONSUMPTION, INFANT MORTALITY RATE (INVERSE) AND SCHOOL ENROLMENT RATIO
Infant mortalil i . . School enrolment ratio : | -,
f tality rate (inverse) : 1955-58 average group enrolled, e:cclutligng axif-:t-p!{'?grfar(; egnfie';:tig(;{erlﬁd!{zecagtiggj Group
Europe
Nortilljg;n Jbi’lol;?}feer’n
America Latin America Latin
and Oceania America Africa Asia and Oceania America Africa Asig
Australia Australia 1
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 It
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 111
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 v
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 @ Infant mortality rate (inverse)

Per capita energy consumption School enrolment ratio
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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;®® 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

s The Five-Year Economic and Social Development Programme
for FY 1957-1961 (Philippines National Economic Council, 1957),
p. 4. See footnote 32.

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.i* Ceylon falls into group V under per
capita national income, but into group IV under infant
mortality and group IIT 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

14 This remains strikingly true e¢ven if allowance is made for
possible under-reporting of infant meortality and over-reporting
of actual school attendance.

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

Per capita national income

School enrolments 1 11 111 v v VI
/' Australia Belgium Ireland
Canada Federal Republic
I ..... New Zealand of Germany
United States of France
\  America United Kingdom
Sweden Czechoslovakia Puerto Rico
Finland Trinidad and Japan
I ..... Israel Tobago
Netherlands
Norway
Denmark Argentina British Guiana Ceylon
Austria Bulgaria
I .....
Hungary Greece
? Poland
Chile Costa Rica Albania China (Taiwan)
Germany, Eastern Federation Paraguay Thailand
Italy of Malaya Philippines
v ... Union of South  Jamaica Romania
Alfrica Mexico
Uruguay Panama
\ ’ Yugoslavia
Venezuela Cuba Borneo Colombia Belgian Congo
Territories Ecuador Cambodia
V..o, Spain Ghana
Turkey Peru
Portugal
Brazil Bolivia
Dominican Burma
Republic India
VI eees Honduras Indonesia
Nicaragua Laos

Pakistan
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Table 7. — INTERRELATIONSHIP BETWEEN PER CAPITA NATIONAL INCOME AND INFANT MORTALITY (INVERSE)

e —r———

Per capita nalional income

Infan! mortalily 1 124

111 1v \ 4 VI
/ Australia Deumark
\ New Zealand Netherlands
1......' Sweden Norway
’ Switzerland United Kingdom
United States of
America
! Canada Belgium Austria Greece
Czechoslovakia Ireland Japan
\ Federal Republic
T ...... of Germany
Finland
France
Isracl
! USSR Argentina Jamaiea China (Taiwan)
Germany, LEast- Spain
ern
11} SN Hungary
Italy
Pucrto Rico
Trinidad and
Tobago
{ Venezucla Poland British Guina Albania
Uruguay Bulgaria Ceylon
Costa Rica Portugal
IV ..., Federation of Romania
z Malaya
Mexico
| Yugoslavia
{ Chile Panama Brazil
{ Cuba Colombia
Dominican
\ Republic
Vooeons Ecuador
Honduras
Nicaragua
' Paraguay
‘ Peru
Borneo Philippines Burma
territories Cambodia
India
VI ... Indonesia
Laos
Pakistan
Thailand

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

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 2
sizable industrial sector. . . . One of the major goals of
planning would be to bring about a progressive change
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
educational attainment. In the less developed countries
particularly, the meaning of this ratio tends to be dis-
tgrted by “repeaters ”, by children enrolling and drop-
ping out half-way through the year, by children who do
not stay in school long enough to become fully literate,
and by enrolments which mean very little because the
teachers themselves are barely literate.® But even
when allowance is made for these factors, it is clear
that a quite different pattern prevails in these 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 of three separate territories and of heteroge-
neous social economic groups are not too meaningful).
Tl}e exploitation of oil in the Borneo territories has
raised the per capita national income and energy con-
sumption to about the same level as that of Japan, but
the estimated infant mortality rate is one of the highest
in 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
per capita national income and energy consumption
without greatly affecting the percentage of population
within 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;¢ 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 found 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.

15 See the discussion in the 1957 Repor! on the World Social
Situation, United Nations publication, Sales No.:57.IV.3.

18 Group I, 0; Group 11, 1; Group III, 6; Group IV, 6; Group V,
9; Group VI, 1.

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,1? 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.:® 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.!® 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 Working Group on Social Aspects of Economic
Development in Latin America, December 1960.

i¢ Economic Growth: Brazil, India and Japan. S. Kuznets, ed.,
Durham, N.C., Duke University Press, 1955.
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rather than grouped in villages, and lives to a great
extent outside the bounds of the market economy.

Argentina and Chile are examples of countries in
which a majority of the population has been literate
and within the modern cconomy for some years. Argen-
tina shows a pattern relatively close to that of econo-
mically developed 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 Pucrto Rico, the rapid development of the past
ten years has transformed the structure of the economy
and has been accompanied by a declining birth rate;
the rate of natural increase is now down to 1 per cent
per annum. Education aud public health, particularly
preventive medicine and nutrition, have been given high
priority in the context of development, and this is
reflected in the relatively high level of the two social
indicators, parlicularly the schiool enrolments.?® The
Puerto Rican pattern has more in common with that
found in some European countries than with that of the
majority of Latin American countries.

IFrom the bar diagrams of European countries in
chart 1V, it can be seen that the variation between the
social and cconomic indicators is much smaller than in
Lhe case of the selected Asian and Latin American coun-
tries, particularly among the high-income countrics in
Europe. It is doubtful whether too much should be
made of the smalil variations in pattern that do exist and
only one or two general comments will be made. From
their development profiles, there seems, for example, to
be a group of high-income countries, including Den-
mark, Norway and the Netherlands (also Finland and
Switzerland, which are not given on the charl) which
are not 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 Jower school enrolments. Many explanations
can be offered of this. The low infant mortality rate may
be due to the quality of the national health services; it
may also be due in part to the fact that, whereas in-
comes (and health levels) in rural areas ordinarily tend to
be lower than urban districts in developed countries,
in these particular countries the rurdl incomes have
been brought closer than usual to urban incomes.®
Both the Norwegian and Netherlands case studies to be
issued separately emphasize the high priority given in
the period following the Second World War to measures

20 See “ Planning for Balanced Economic and Social Develop-
ment in Puerto Rico” (I13/CN.5/346/Add.2): “ The education
profession might question whether the purpose of education is to
assist economic development. While 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.

*1 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.

taken to secure greater equality of incomes, particu
larly as between agricultural and indusirial workers.
The relatively lower level of school enrolments, on the
other hand which shows up particularly clearly in the
case of Denmark, may well be due to a difference In
definition and coverage of the statistics, or to the qua-
lity of educatlion (which can reduce the number o©f
years required in school Lo reach a given level of accoIn-
plishment), or it may also be associated with the rela-
tively grealer 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 milicu. 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
1s 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 Jower group under infant mortality.

Amongst the European countrics 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 js in the exceptional position of
having a declining population due to continued emigra-
tion, which in turn is due to Jack of cconomic opportu-
nity. As in the case of Ceylon, the cconomic 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 IEconomic 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-
trics Dbelonging to the Organization for European
Economic Co-operation and thal the only way lo raise
living standards and provide employment opportunities
was to increase production. It is stated in paragraph 7
of the Programme that

“ there is gencral agreement that productive capi-
tal expenditure — productive in the sense of yie]di'ng
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 cconomic development is based. The
social capital investment of past years has given us an
infrastructure of housing, hospitals, communica-
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 output —
particularly of goods capable of meeting compctition
in export markets — will enable full advantage to be
taken of that infrastructure and in due course make
possible and indeed necessitate its further extension.
The expected decline in social capital expenditure in
the coming years will afford the opportunity — and
underlines the necessity — of switching resources to
productive purposes.” #*

=2 Programme for Economic Ezxpansion, Dublin Stationery
Office, 1958 (Pr. 4796).
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Chart III
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Chart IV (continued)
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In the case of Greece, the high level of social indica-
tors, particularly health, in relation to the economie, is
al first sight a little difficult to reconcile with the over-
all picture of the Greek cconomy, including the wide
regional and urban-rural income differentials that are
known to exist. To some extent, the relatively low infant
mortality rate may be related to the climate and the
water supply system, as well as to the secular fall in the
birth rate. It is also significant that Greece, as well as
Italy and Spain, ranks relatively high in the mumber
of physicians available in relation to the size of the
population.

Crzechoslovakin has Dbeen included on chart 1V,
although the centrally planned economies of Europe
raise special problems as to the comparability of the
national income figures, because of exchange rate diffi-
culties and the range of error in making an allowance
for services (see notes to lable 5). On the whole, these
countries appear to follow the pattern of the industrial-
ized west European countries, excepl that in nearly
all of them the level of energy consumption js relatively
more advanced than the estimated level of per capila
national income.

Countries of North America and Oceania have been
inclnded in chart V for comparative purposes, although
the question of fixing the appropriate top limit to group
1 creales certain methodological difficulties. In per capita
nalional 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 scparate group of its own. New Zealand, on the
other hand, achicves ilie distinction of having its educa-
tional enrolment slightly above the top level of countries
included in group I. At the same time, New Zealand is
relatively low in its level of industrialization as measured
by 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 would appear to reflect the existence
of “ pockets ” of low-income groups in the country, par-
ticularly in certain rural areas (see chapter I on rural-
urban differentials) 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
different groups. For example, exceptionally low infant
mortality rates found in some high-income countries
may be explained in terms of comparatively high rural
incomes and absence of urban-rural or other differen-
tials; correspondingly the disparity between economic

and social indicators, in cases where the latter app
to lag behind, is frequently an indication of inequzlity
of income distribution. This follows partly from U
nature of the measures used, since the infant mortalily
rate and the school enrolment ratio reflect the percet
tage of the total population affected, whereas natiorl
income averages are not affected by the distributia
patiern,

In the Preliminary Report on the World Social Stlue
tion,* figures were ciled for selected coungries which
suggested that, around 1950, incqualilies of incorr
wereg reater in less developed countries than in devel
oped ecountries, and that in the case of such high-incornt
countries as Canada, Denmark, Sweden, the United
Kingdom and the United States, the richest tenth of the
population received in recent years around 30 per cent
of the total income before taxes, while in several Jess
developed countries the share varied {from 33 per cent
to over 40 per cenl.

More recent figures 24 hear out this suggestion.
althougl it is clear that there is a good deal of variation
within the less developed countries, owing partly to
different methods of estimation and also to different
palierns and levels of development amongst the less
developed countries themselves. The hypothesis has
been put forward that marked inequality of income dis-
tribution may be characteristic of a partially developed
cconomy in the process of change and that, prior to the
beginning of induslrialization, the income distributions
may have been less unequal.2s

The very scattered figures that are available suggest
that, as a rule, inequality of income distribution 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 higher
income brackets, received 56.5 per cent of total national
income. In Venezuela, in 1957, 12 per cent of the popu-
lation comprising the higher income groups obtained
49 per cent of the total income, while a very rough esti-
mate for Brazil indicates that the higher income groups
(17 per cent of the population) reccived 63 per cent of
the national income,?2®

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

2¢ 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.

23 M, G. Reid, “Survey of Ceylon’s Consumer Finances, A
Review Article », American Economic Review (Evanston), Decemi-
ber 1956.

26 Jorge Ahumada, * Economic Development and Prohlems
of Social Change in Latin America ”. Paper prepared for the
Expert Working Group on Social Aspeets of Economic Develop-
ment in Latin America, UNESCO/SS/SAED: LA/A-1, Decerpber
1960. The writer suggests that, “ on the basis of the data c1tefl,
and other additional statistics, it can be estimated that in Latin
America as a whole, during the period immediately following
the war not more than 20 per cent of the population in the upper
income brackets received not less than 60 per cent of total incame
leaving the other two-fifths for the remaining 80 per cent of the
population ”.

-~
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Chart V

SELECTED COUNTRIES IN NORTH AMERICA AND OCEANIA
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Table 8, —— DISTRIBUTION OF INCOME IN THE UNITED STATES
OF AMERICA, THE UNITED KINGDOM AND INDIA

Percenlage of tolal income
received before taxes

Percenlage of tolal income
received afler laxes

Uniled

. United
Stales Slates
1m(12rica ]’Unilled Ind ¥ e
. . . £ {inglom { A 1 (f i
Spending unils » 1952 1952 19’;51/056 ‘ 7,9(;300 K ll,;g;éom 152(5!;26
Top 10 percent ......... . 31 30 31 23 26 33
Top20 percent .......... 16 44 47 43 40 46
Top 50 perceent ... ouoot 77 75 75 76 74 74

Sources: Figures for the United Kingdom and the United States of America from Lydall and
I,a.nsx‘n;i, “ A C«_mlp:xpson of the Distribution of Persanal Income and Wealth in the US and Great
Britain~, American Economic Review (FEvanston), March 1959, Figures for India from I, I, Lydall,

“The Inequality of Indian
June 1960,

On the other hand, 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 survey and income tax data, also shows a
more even distribution of income when compared with
the Latin American examples, although a jess even
distribution than in more industrialized countries. In
table 8, the figures for India are given with the figures
for the United Kingdom and the United States of
America for purposes of comparison. The distribution
both before and after income taxis given, which shows
very clearly the effect of progressive income tax in
both the United States 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 national
income, and in Asia that 80 per cent of the population
may receive only 55 per cent of the (very much lower)
income, it follows 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 cconomically and socially
integrated countries than for countries in the lower threc
income groups, where such over-all measures tend to
obscure the crucial fact that the populations are not
homogeneous and that it is the distribution between
major social-cconomic groups that is the significant
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, with the
difference 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

Incomes ", The Iconomic Weekly (Bombay), Special

Number,

“ Income receivers " in the case of the estimate for India.

there is today a growing transitional group, consisting
of unskilled and under-cmployed workers who have
drifted into the towns and who no longer have a tie
with the land, but who have not been absorbed by the
modern cconomy. Very often the gap between the
modern and traditional economy is associated with
cthnic differences. It may also be associated with
regional differences within countries.

Thus, in spite of wide diflcrences in national average
per capita incomes, there is considerable cvidence that
practically all countries of Africa, Asia and Latin
America have sectors ranging from sizable minoritics to
overwhelming majorities thal have real per capita
incomes calculated by present methods of measurement
at §50-875 per annum.

In Latin America, although average per capita income
for the region as a whole is considerably higher than the
regional average for Asia and Africa, a few national
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 Lhe masses in Africa and Asia. In
Ecuador, a study prepared by the Departamento de
Investigaciones ILcondmicas of the Banco Central ¥
divides the population into three strata by income:

St Fumber  Average anE Tinsvs
High «voveenenenns 42,087 2,022 86,800,000
MIQAIe ©overrenenenns 807,148 195.0 157,400,000
LOW evnvnenrnrnanenen 2,717,482 1004 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

de Auto-
ST/STAT/

27 « Estimacion del Ingreso Atribuido al Sector
consumo del Ecuador en 19547, United Nations,
CONF.7/L.11.
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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 7,

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 $US 4,200), in rural areas only 1,500 boli-
vars ($US 430).2* 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).2* 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,%
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

*8 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.

2% George W. Hill and others, La Vida Rural en Venezuela,
Johns Hopkins Press, Caracas, 1958.

8 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
anational average of about 360 pesos). This seems toconfirmthat a
large part of our rural population has incomes still close to bare
subsistence levels.”

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 3! 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 patterns, 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,

8t 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 differences (differences of
one group or less) appear to be a normal occurrence and
part and pareel of the process of development. There
are in fact only a few countries which would show more
or less level »profiles ", and these are not necessarily
amongst the most dynamic at the present time,

Thus, while in some cases an uneven pattern appears

to reflect a negative situation in that total developl‘l‘le_nt
is held back by a lagging factor, in other cases the dis-
parity appears to be a step in a dynamic forward-
moving process. A more detailed study of trends over
time will be needed to throw light on the relationship
between 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.! 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 Jow-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. B

* 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, Infernational 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.ILF.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).? 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 countries’
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

s « Planning for Balanced Social and Economic Development
in Norway ” (E/CN.5/346/Add.3).

4 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 does of monetized investment, so
that figures limited to actual expenditures will signi-
ficanlly understate the attention that housing is receiv-
ing in the allocation of the natiouw’s resources.? Liven if
a particular country’s non-monetized investment is
going into land improvement and other economic items
to a greater absolute extent than into social items such
as houses, schools and elinics, its monetized investment
will be apt to favour the cconomic side still more,

The third and most fundamental limitation of expen-
diture data as an index of social progress is that pro-
gress obviously depends not only on the quanium of
expenditure and effort put in, but also on qualitative
factors in the broadest sense of the term. The rate of
social development will, to he sure, tend to reflect the
volume of resources assigned with that end in view,
olher things being equal.® But it is also nccessary to
ask how appropriate a country’s social programmes
are in relation to the current possibilities; how well
they are orgauized; how cflectively they are carried
out — judging this in human as well as technical terms
and considering at the same time the prices paid to
achieve what they do accomplish; how well qualified
the teachers are to teach, for example. In the final
analysis, the main interest attaches to resuils, or output,
rather than to the monetary (or non-monetary) input.
As a step in the direclion of measuring resulls, many
Governments are devoling increased attention to “ per-
formance budgeting ”, or budgeting in “real” or phy-
sical terms (c.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.” 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 —
such as measures of land reformn, or beneficial labour
legislation, or other measures in the interest of social
justice, or an effective 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 danger 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 bamn 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
suffering from tuberculosis or mental illness) once a preventative
or cure has been found and applied.

? 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,

even the best of data on social expenditures is subjet
to basic conceplual difficultics as well. In particula,
what is “social ”? and should all such expenditure
be counted, or only *developmental ” cxpcnditur‘_eS?
Regarding the first of these questions: should liousing
for example, he considered an cconomic item, as SOTE
Governments do consider it, or should it be considered
a social itein, as is done in A Manual for Economic ant
Functional Classification of Government Transactions?'
The point js debatable, of course, since housing has
both cconomic and social effects, even in the first
instance as well as in the longer run. Here the classk
fication scheme used in the Manual is followed (and
applied to the privale sector as wel, to the extent tlvlat
itis relevant and data are available), with (1) education
(2) health; (3) social sccurily and special welfare ser-
vices; and (1) other social services as the main social
categories, and with housing included under *other
social services ”.? Developed in consultation with govern-
ment experls in the several regions, the Manual is
being widely consulted as Governments in increasing
numbers undertake the work of reclassifying their
accounts on both an cconomic and a functional basis.

Regarding the kinds of expenditure to be consider_cd
it would seem, in principle, that an analysis of soqlal
and cconomic development should he concerned .w;th
developmental expenditures only, and should omit all
others. Moreover, in this connexion there are many
attractions in the idea of distinguishing a new calegory
which is not simply capital expenditures under a different
name but which includes also certain recurring or
current account expenditures that promote deve]opmel}t
(as a minimum, for example, those devoted to agr-
cultural extension, scicntific research and technical
cducation) 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 1n
their development plans, or in some cases they adopt
so-called developmental budgets as a supplement to
their regular budgets.?® HHowever, 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, th_erefore,
both capital and current expenditures for social pur-
poses are considered, to the extent that data are
available.

» United Nations publication, Sales No.: 58.XVL2, pp. 145-147.

* Certain modifications are, however, incorporated : highways
are here included under economic services, an.d various urban
services (water supply, sewerage and refyse disposal, et.c.) are
where possible included under social services — these pemg the
most significant of the detailed modifications suggested in furtl_lc;
discussions since the Manual was issued. See Report of thc‘Thlr
‘Workshop on Budget Reclassification and Management in the
ECAFE Region (E/CN.11/L.85), pp. 60-62.

1 Given an intermediate-term plan (say for five years), anm'lal
budgets will tend to represent short-term adaptations or modlf,i-
cations of the financial side of this plan as far as the Government’s
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-
taiglops 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. What is available is mostly government expen-
diture statistics.l! Government expenditures are, indeed,
often the crucial factor in accelerating a process of
cconomic and social development; it is scarcely necessary
today to emphasize the importance of budgets for
€conomic policy — their actual and potential influence
on short-term stability and on the rate and direction
of long-term growth.!> 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.!®

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 1 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 field of
measures against mass diseases; in housing; in various
social welfare activities. As is stressed in the next section,
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 Nations
publications such as the Yearbook of National Accounts Statistics
and the Slatistical Yearbook. The analysis is limited to data
available to tlie Secretariat on 1 February 1961.

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

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

1¢ A figure which has, of course, been greatly exceeded in time
of war. Technically speaking, total government expenditures
consisting partly of transfer payments cannot be considered a
pure percentage of GNP; this point is discussed in connexion with
tables 1 and 3 below,

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 ! shows in a schematic
way. Costs of the schooling provided under various
auspices would be collected in the column at the right;
costs fo the various parties helping to finance education
would be added in the row at the bottom.1
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.?” 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.’* The data have been averaged over a

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

16 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 Office
publication, The Cost of Social Security (Geneva, 1958) gives
receipts and expenditures break-downs for thirty-two countries
as of 1954. The sources of the funds which (disregarding about
3 per cent added to insurance funds) were paid out of various
government accounts as social expenditures in Norway in fiscal
year 1956/57 are given in detail in “ Planning for Balanced Social
and Economic Development in Norway ”, op. cit. Expenditures
on education and housing are not included. The municipalities
constituted the most important source in the aggregate, followed
by the state, the population (premiums and special taxes) and
employers (premiums etc.) in that otder, Analysed by main
categories of expenditure, the sources ranked as follows:

Munici- Em- Popu-~
State palities ployers lation
1.Health ........oovviveiinn, 3 2 4 1
2. Employment injuries and la-
bour protection ........... 3 - 1 2
3. Unemployment, employment
exchanges, etc. ........... 3 4 i 1
4. Old age, disability, ete. ...... 3 2 4 1
5. Family welfare.............. 1 2 4 3
6. General unspecified aid ...... 2 1 - -
7. Benefits to war-injured persons = 2 - - 1
8. Calculated tax deductions for
1 2 - -

children ............ ...,

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

18 Data for certain countries with centrally planned economies
yield the following approximate percentages of net material
product (see table 4 for the concept of material product) in 1957
or 1958: Bulgaria, 0.5 per cent (covers centrally planned housing
investment only); Hungary, 2.1 per cent (State housing invest-
ment); Poland, 2.7 per cent (housing investment in the socialized
sector); USSR, 2.9 per cent (housing investment excluding pri-
vate investment and investment with special funds of enter-
prises); Yugoslavia, 5.6 per cent (total housing investment,

including private).
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PROVISION AND FINANCING OF EDUCATIONAL SERVICES

A = likely to be signilicant; 3 = moderately signiticant; .. = negligible

Financed by

Public sector

Privale seclor

Provincial
and local
governmenls

Central

Provided by Governmen!

Total
expendilure
for providing
educational
seruices

Households Enlerprises

Pubtic sector

Central Government .. .. A
Provincial and local
governments ........ A
Private sector
Non-profit institutions .. B

Enterprises o....cooou..

Total expenditure for flnan-
cing cducational services

A

A

five-vear period, generally 1951-38, in order as far as
possible to minimize cyclical fluctuations.’® Secondly,
it is possible in Lhe case of a few countries 2° to oblain
(again from national income statistics) an estimate of
the extent to which private consumption expenditure
is devoted to heaith purpose, as well as (from budget
statistics) a concurrent figure for governmental expen-
ditures on public health.?* In the third column of table 1,

1* The cycle is only partly eliminated, since boom conditions
tended to prevail in housing construction throughout this period
in a mumber 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
difference was 33 per cent or more (ranging up to 110 per cent)
of the low-year figure.

2o 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 Belgium; 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 Nyasaland; 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, an
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.

2 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 X1 of the Charter: Education
in the Non-Self- Governing Terrifories (A]4131), table 2 especially.

these amounts, also expressed in terms of percentage
of GNP, are 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 1938 per capita income
expressed in United States dollars, based on estimated
parities. In group I, the estimated per capita income
was less than $100; in group 2, $100-199; in group 3,
$200-499; in group 4, $500-899; in group 4, 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 areleft 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.?* With regard to the
health expenditure estimates, several points should be
noted. The private consumption component by defini-
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

22 Attention is called to the fact that this system of grouping
differs slightly as to intervals and date of measurement from that
employed in chapter IIL

23 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 IN NATIONAL EXPENDITURES FOR HOUSING
AND HEALTH AS PER CENT OF GROSS NATIONAL PRODUCT 3

Health expenditure
Gross domestic estimates (1958)
capital
. formation Government
in dwellings expenditure
(1954-1958 Private plus private
Income group average) b consumplion consumption ©
Group 1
China (Taiwan) ..,...... 1.6b
Kenya................. 3.823
Nigeria ................ 2,70
Tanganyika ............ 523
Group 2
LEcuador ............... 2.2 1.6 d 2,0de
Honduras .............. 3.40b 2.31 3.4 fe
Korea, Republic of ...... 2.3
Moroeco.......... ... .. 3.2
Philippines ............. 1.3
Group 3
British Guiana 3.1b
Cyprus ................ 6.9
Greece ................. 4.8
Jamaica ............... 2.0d 3.5de
Japan ..., 2.00b
Malta ................. 3.3
Mauritius .............. 3.2
Panama ............. .. 2,7
Portugal .............. 3.2
Puerto Rico .......... .. 4.4 Db 3.2
Group 4
Austria ............... . 4.4
Belgium ................ 4.4
Ireland ................. 2.5
Israel ................. 7.50
Ttaly ..o, 5.5
Netherlands ............ 4.5 2.7 29¢®
Group 5
Canada ................ 5.0 2,5d 3.8d
Denmark............... 2.8
France ................. 4.5
Luxembourg............ 4.0
New Zealand ........... 5.1b
Norway ............... 4.6
Sweden ............... 5.3 148 418
Switzerland............. 5.1
United Kingdom . ....... 3.0 h 3.2
United States of America. 4.5 3.68 4.7¢

8 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
Zcealand, average of 1953 and 1956 for Isracl.

¢ Nof an estimate of total national health expenditures: figures
(1) exclude private capital expenditures, and, for Ecuador, Hon-
duras, Jamaica and Lhe Netherlands, expenditures of governmenl
other than central government (as explained in the text, this is an
éspecially important limitation in the case of Ecuador and the
Netherlands) ; and (2) probably involve considerable double count-
ing of amounls transferred by Governments to individuals, (For

what the Government as a whole is spending on health
in those cascs where only the central governmentl data
are given; for example, in Ecuador and the N etherlands,
central government expenditures are estimated to
account for only about one-half and three-quarters,
respeclively, of tolal government expenditures for all
purposes. On the other hand, when private and govern-
menl figures are added together, a rather large clement
of double counting may be introduced, in the form of
government transfer payments re-spent by the reci-
pients. This is an important difficully whenever separate
government and private expenditures for social purposes
are simply added up, without consolidation. The transfer
payments carmarked 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.c., in response to the demand cxerted
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). Eighl counlries devoted
at least 5 per cent of their GNP expenditures to housing
conslruction; Lwenly countries spent belween 2.5 per
cent and 5 per cenl; 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.?* This is especially noticeable if the
dependent territories are excluded from consideration.
From an average 2.3 per cenl in groups 1 and 2 combined
(the figure, however, is 2.9 per cent if Kenya, Nigeria
and Tanganyika arc included) the share rises to 3.3 per
cent in group 3 (3.9 per cenl with the dependent terri-
tories counted), 4.8 per cent in group 4 (4.3 per cent
aside from Lhe exceptional instance of Israel) and 4.4
per cenl in group 5.

The fragmentary liealth expenditure estimates make
generalization difficull. 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 — wilth the range

extent to which central government figures may understale 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.

2 July 1957 - June 1958, (Dala 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.



oy

Report on the World Social Situatior

from top to bottom not very great. The data are insuf-
ficient for an analysis in relation to 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 the private
than in the public sector, and the result might in any
case be altered if all levels of government could be
included in all cases and if all consumer expenditures
derived from government transfer payments could be
screened out. Of incidental interest is the contrast
between countries like Sweden and especially the United
Kingdom, where expenditures on health are largely
made by the Government, and countries like Canada

and especially the United States, where they are largely
private.

THE GAPS IN THE PUBLIC EXPENDITURE DATA

All national Governments compile tables glassifying
their revenues and expenditures, but 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 state or provincial or
regional expenditures (if any) and those of the various
local government bodies. Second, for various reasons
it does not even cover the central 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 aulonomous social
insurance funds and other funds together with the
budget proper. Finally, there are many detailed diffe-
rences in concept and accounting practice from country
1o country. Thus, the field of statistics of public finance
is one in which international comparisons are trea-
cherous in the extreme.

The incomplete picture that cenfral 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 ficld, 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 countrics 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.?* The data for provinces or states,
in federal systems, are, naturally, much more accessible;
but the statistical task of consolidating them with the

5 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,

central government data on a uniform basis and witho ut
duplication often remains to be undertaken.

Tables 2 gives an indication of the situation in t\wﬂ\"e
countries at various stages of development. The main
figures include grants and loans from the central Govern-
ment Lo other levels of governments as a part of the
central Government’s share; the figures in parentheses
show only the share of governmental activity that the
central Government handles directly rather than the
share that it finances. As will be scen, the central
Government in nearly all instances and on the average
accounts for a smaller share of government social expen-
ditures than of government expenditures for all pur-
poses combined,?® and a still smaller share of health
and of education expenditures,2? This is not surprising,

Table 2. — CENTRAL GOVERNMENT EXPENDITURES IN TERMS
OF PERCENTAGE OF GOVERNMENT EXPENDITURES AT ALL LEVELS

Tolal A
Total social IHHealth Educalion

Canada (1956) ....... 61 (54)2 49 (46) 16 (6) 5 (4)

Colombia (1957)® .... 59(57) 44 36

Federation of Malaya

(1958) +evuvennnnnn 81 (70) 96 (96) 100 (100) 100 (27)
India (1954/55)¢ ..... 71 (45) 45(19) 26 (13) 15(10)
Isracl (1954/55) . .... . 78(73) 69(57) 60 (54) 58 (26)
Nigeria (1957/38) 9 ... (40) (16)

Norway (1055/56) ¢ ... 67 (38) 49(39) 40(25) 43(22)

Tanganyika (1957) ... 81 83 80 86

Ugauda (1956/57) .... 88(80) 93 (78)
United Kingdom (1955) 82 (73) 75 (63) 94 (8% 39 (15)
United States of Ame-
rica (1957/58) ...... 64 (60) 38 (31) 26 (23) 9 (6)
Venezuela ® (1956/537) . 93 (85) 70 73
Unweighted average .. 76 (66) 66 (54) 55 (44) 48 (16)
NoTtE. — Figures are based on consolidated all-level data from

which duplications due to inter-level transfers have been removed.

a Throughout this table, figures in parentheses represent expen-
ditures after deduction of amounts transferred (granted or loancd)
to other levels of government. (Transfer payments to the public
are not deducted, however; in terms of expenditures on goods and
services only, excluding transfers, as shown by a recent study of
the public sector by the Economic Commission for Europe, the
second figure for cducation in the United Kingdom would be about
1 or 2 per cent instead of 15 per cent). | . .

b Un-reclassified data (tending to minimize social expenditures,
especially at the central government level). . Aed

¢ Cenfral government expenditures are functionally reclassi lel ’
but not state or local expenditures (the latter estimated partly
from 1949/50((112?3). icial datd

d Estimated from unofficial data.

e Nett expenditures, deducting fees and other charges for goods
and services.

26 The case is similar under central planning systems, as 1S
illustrated by the fact that expenditures on social and cultural
measures (not including housing) eonstituted 43.6 per cent of
total state expenditure in Uzbek SSR in 1938, as against 3.: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.

27 On the basis of information in UNESCO’s Internatzan{ll
Yearbook of Education, vol. XXI, 1959, the percentage of publl(i
expenditure on education accounted for by.tpe central or fedpra
budget for education in a number of addlftlox_lal countries m;
recent year were as follows: Sudan, 89; Ethlo_pla and Icelar}d, 76:
Belgium, 60; Denmark, 48; Japan, 34; Brazil, 31; Bulgaria, 1 ;
China (Taiwan), 12 — for an average of 48 per cent (the same a
in table 2).
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Since central Governments have the major responsibility
for dlspharging the traditional functions of government,
mc]qdmg 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, conslitutionally responsible for welfare
functions. Apart from non-self-governing Tanganyika
and Uganda and the newly independent Federation of
_Malaya, the only significant variations from this pattern
In this table appear in the case of the relatively large
share of education shown as centrally financed in Vene-
zuela and the centralization of heaith 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 inclusion 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 the table shows. It follows that, for
countries where only central government data are avail-
able, much the better picture is obtained by including
all such known sums. Even so, the part of government
social expenditures which is financed (as well as
executed) locally will still be missed. This must be
borne in mind in evaluating the estimates presented
m the next seclion, which in most cases are 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 at the
cenlral government level itself. This happens because,
in the 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 the total expenditures for
which the ministry of health and the ministry of edu-
cation (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
expendilures 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.?s

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

28 United Nations, “ An Exploratory Study of Soeial 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 be about 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 Jarger state responsibilities
in those fields.

for education and health. What appears under educa-
tipn 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 ficld 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.?® 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
budget.?® In some cases also, understatement occurs
because the budget is kept separate from * extra-bud-
getary ” funds and accounts of the central Government,
such as those of an autonomous social insurance system. 3
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 4,443 billion, and the latter amount
in turn 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 the enterprise
sector and not of the “ general government” sector,
but do neverthcless belong in the government sector
as a whole. Some of them are financially intcgrated
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 are 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 Ministry 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.

30 Tn 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.

81 Therc may also sometimes be elements of double counting,
e.g., where school lunch programmes 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.
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budget. They may be considered as forming part of a
more broadly defined public sector. The dividing line
is hard to draw with precision, and so is the line between
the public corporation and the private corporation,
since the Government may not need majorily owner-
ship for effective control. It may thus be hard to say,
in principle, how much activity and expenditure the
government sector (or the public seclor) includes, and
calculations as to the percentage of government (or of
public) expenditure assigned to the social field will vary
accordingly. This applies particularly to some of the
more highly developed economies, where the expendi-
tures of public enterprises may be large,®® but it is
sometimes a factor in less developed conntries as well,
especially if marketing hoards are in usc.

Among many other differences in concepl and method
that add to the non-comparability of government
expenditure statistics from different countries, only lwo
need be cited here. Some Governments recetving foreign
aid include these sums in their budget receipts and
expenditures totals, while others do not. 1l follows that
international comparisons of the share of expenditure
devoted to social objects will be affected, unless the
aid component is first removed from figures in which
it has Dbeen included or unless aid (and counterpart)
funds and national funds happen to he used in exactly
similar ways. Secondly, complete uniformity is not to
be expected in the demarcation of fields to be included
under the social heading. Mulliple-purpose programmes,
such as community development programmes and river
valley schemes, are intrinsically hard to classify, and
undoubtedly certain community services are, in logic,
partly social, partly economic and partly “ general”.
Differences in treatment are, therefore, sure to persist
— particularly with regard to the broad social and
economic aggregates — even after Governments have
made strenuous efforts at systematic reclassification
of their expenditures in terms of functions.?

GOV ERNMENT EXPENDITURES FOR SOCIAL
AND OTHER PURPOSLS

Table 3 presents information on the extent to which
the expenditures of the Governments of forty-one
couniries and dependent territories are 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 Western European countries for which
comparative data are presented in the 1959 Economic Survey
of Europe (United Nations publication, Sales No.: 60.1LE.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, ol 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 recombining
components where necessary.

the economic heading.®* Table 4 presents information
of the same general type, but based on slightly different
stalistical concepts, for the state social and cultural
expenditures of eight countries with centrally planned
economies.

The countries shown in table 3 are fairly evenly
distributed among high, low and various intermediate
per capita income groups.® The figures are based on
statistics already reclassified with greater or lesser
Lhoroughness on a functional basis, generally by Govern-
ments themselves; thus, one of the main statistical
deficiencies discussed above lias been largely eliminated
as far as these countries are concerued, for the years
shown. However, only central government expenditure
data are available in two-thirds of the cases, and this
circumstance introduces non-comparabilities of unknown
but cerlainly very substantial 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 expendilure centralization.
(In the tables, for simplicity, two degrees of centrali-
zalion only are distingnished: at least 85 per cent —
figures italicized — and less than 85 per cent — figures
italicized and also in parentheses.)® Other non-com-
parabilities also remain, the more obvious of which??
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. 1t 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 percentage terms both to their own total expenditures
and to total expenditures on the countries’ gross
national product (GNP). Strictly speaking, the latier
percentages could be considered inadmissible because
the government expenditures include transfer payments
to households — without which no adequate concep-
tion of social expenditures ®® could be obtained — but

st For a systematic study of slightly earlier data from sixteen
countries and dependencies al various income levels, see Alison
M. Martin & W. A. Lewis, « Patterns of Public Revenue ar}d
Expenditure », The Manchester School of Economic and Soc:zal
Studies, Vol. XX 1V, No. 3, September 1956. (Labour and housing
are classified in that study as economic items.)

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

28 The actual range extends from close to 100 per cent (Burma,
Ceylon and Thailand) down to something 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.

37 Differences in time period; differences between budget
estimates (which may subsequently not be fully realized) and final
accounts; differences in coverage of the education category; the
occasional use of net concepts which result in relative overstate‘-
ment (Uganda) or understatement (Australia and Norway); etc-

38 Ag 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 @

Percenlage of government

expenditures Governmenl expendiiures in lerms of percentage of GNPD
Economic
Social items Social items items
Income group Educalion Health aggregaledc Total Education Health aggregaledc aggregaled d
Group 1
Belgian Congo® ............... 14.4 9.9 31.7 316 4.6 3.1 10.0 9.0
Burma®...................... 7.6 2.5 15.0f 36.2 2.8 0.9 5.41
India8 ............ it 9.0 4.0 14.5 15.8 1.4 0.6 2.3 6.3
Kenyab..... e, 13.7 5.0 26,4 22.3 3.0 L1 5.9 4.4
Nigeriab® .., ................. 34.7 12.1 4.2 3.4
Tanganyika® ................. 19.5 8.7 30.7 14.0 2.7 12 4.3 4.0
Ugandab..................... 17.9 10.2 3r.1 22.4 4.0 2.3 8.3 5.1
Republic of Viet-Nam (1959)® .. 8.3 4.7 16.2 14.3 1.2 0.7 2.3 2.1
Group 2
100 1 13,31 33.3 27.6 3.7 9.2 8.0
Colombia (1957) .............. (5.6)1 (3.5) (14.0) (9.4) (0.5) ] (0.3) (1.3) (2.9)
Ecuador .......oovvniinnnnnn. (12.4)% (3.7) (21.3) (10.9) (1.4)k (0.4) (2.3)
Ghana (1959/60) .............. 13.9 6.2 28.4 17.7 2.5 1.1 5.0 8.7
Honduras (1954/55) ........... 12.6 8.6 26.5 9.2 1.2 0.8 2.4 3.3
Republic of Korea (1960)P1. ..., (16.2)™ (1.0) (22.2) (23.0) (3.7) (0.2) (5.1) (4.8)
Peru (1957) vvvivinnnnnnnn... 12.9 350 23.3° 18.6 2.4 0.62 4,30
Philippines ................... (23.8) (6.7) (33.1) (10.4) (2.5) (0.7) (3.4) (3.5)
Thailand (1960)b! ... .......... 17.4 3.0 25.8 16.8 2.9 0.5 4.3 3.6
Group 3
Chile (1956)! ................. 19.5 20.3 41.3 13.7 2.7 2.8 5.7 2.6
CostaRica ......oovvuvvnnn... 24,2} 2.7 41.4 12.7 3.1] 0.3 5.3
El Salvador (1954) ............ 14.2 28.2
Federation of MalayabP ........ 17.4 7.4 27.2 20.1 3.5 1.5 5.5 3.5
Japan! ... ... ..ol (7.3)8 (2.2) (30.0) (21.1) (1.5)9 (0.5) (6.3) (9.2}
Mexico .......vvviiiiiiannnn. (11.1) (4.4) (19.3) (10.1) (1.1) (0.4) (1.9)
Portugal (1957) ....vvvnn... 9.5 6.2 23.9 14,2 1.33 0.9 3.4
Singapore (1960)! ............ 24.6 14.3 45.5
Group 4
Austrial ......iiiii .. (10.5)7  (0.5)s (39.4) (23.5) (2.5) 1 (0.1)8 (9.3) (6.3)¢
Belgium! ..................... 1413 30.7 18.3 2.61 5.6 3.0
Finland ................cu.... (14.3) ™ (5.6) (40.0) (26.6) (3.8)™ (1.5) (10.6)
Federal Republic of Germany ... 9.6k 1.3 47.9 24.4 2.3k 0.3 11.7 3.6
Israel (1954/55) ...cuvennvnnnnn 10.0 v 5.6 32.3 39.5 3.9u 2.2 12.8 14.9
Raly ..ot (12.3) (24.6) (21.2) (2.6) (5.2)
Netherlands! ................. (13.0)1 (31.6) (24.2) (3.1)3 (7.6) (3.8)
Venezuela (1955/56) ........... 6.5 6.3 16.9 18.7 1.2 L2 3.2
Group &
Australia (1954/55)V ........... 7.2 7.6 41.8 27.0 2.0 2.1 .11.3 7.2
Canada (1956).....ccvuvuernn.. 10.7 5.0 32.7 25.6 2.7 1.3 8.4
France ......cviivininnnennnns 8.9 31.9 25.2 2.2 8.0 5.3
New Zealand .........cvenvvn.. 9.2 6.2 41.0 34.5 3.2 2.1 14.1
Norway (1955/56)Y ............ 12,7k 4.5 34.6 25.2 3.2k 1.1 8.7 6.8
Sweden™ ....iiiiiiiiiieeaa.s 12.9n 7.7% 42,40 35.5 4.6n 2.7% 15.1°
United KingdomY ............. 132 % 10.4 48.1 31.4 417 3.2 15.1 5.1
United States of America ...... 12.4 3.5 30.9 30.4 3.8 1.1 9.4 4.2
Median .... 12.8 5.3 30.9 21.2 2.7 1.1 5.6 4.4
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these transfers do not form a part of national income
or of GNP.*® However, these percentages of GNP are
practically very useful, especially as a safeguard against
misinterpretations arising when government expendi-
tures are considered in isolation.*® Peru and Sweden
are both shown in table 3 as having devoted 12.9 per

3 Such transfer payvments might theoretically (assuming, e.q.,
large-scale tand redistribution financed by payments to and from
the Government) be larger than the national income itself. They
are in any event Important, and notably so in the social field.
In the United States, social security payments, veterans’ bene-
fits, interest on the government debt and other transfers have
accounted for one-sIxth to one-third of total government expen-
ditures in recent years; in the United Kingdom, transfer payments
accounted for more than half of total government expenditures
in 1933 and nearly two-fifths in 1955.

¢ On the other hand, the percentages of GNP, il considered
in jsolation, also could fail to bring out important information.
They are the same for education In the Philippines and in Austria
(in both of which, incidentally, the central government expen-
ditures shown constitute an estimated 75-80 per cent of all
government expenditures); however, the Government of the
Philippines devotes more than twice as large a part of its own
expenditures to cducation as does the Government of Austria (i.c.,
when figuring on a gross basis, as here, and ignoring the fact that
the educational fees on the revenue side are probably larger in
the Philippines, thus reducing the net difference), Obviously,
also, a true picture of what a country as a whole is spending for
cducation or some other purpose cannot be obtained by using
GNP, unless private expenditures also arec known and are included
in the numerator of the fraction. (See discussion of private
expenditures above.)

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 (4.6 per cent as against 2.4 per cent),** since
government expenditures were equal to 35.5 per cent
of GNP in the former case and only 18.6 per cent in
the latter, Percentages of GNP have also the advantage
that an cconomy as a whole tends to be more stable
in size than a government budgel; ¢ 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 percenlage of tolal government expenditures.
Table 1 relates the social and cullural expenditures
of the governments (classified functionally, and all
levels of government combined) of countries with cen-
trally planned cconomics in percenlage 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
capilal outlays, and although the specific differences 1n

%t This probably understates the difference in view of certain
omissions from the published Swedish figures, see footnotes n
and x of table 3. i

2 Although GNP may also fluctuate fairly widely, especially
in economies heavily dependent on the export of one or two
primary commodities. ’

FOOTNOTES

Norte. Figures in italics represent expenditures of the central
Government only, inclusive of grants and loans to other levels of
government; parentheses are added if the central Government’s
total expenditures for all purposes, so calculated, are estimated to
represent less than 85 per cent of the expenditures of all levels of
government combined. Other figures represent governmernt expen-
ditures as a whole, i.c., all levels consolidated.

& Actual expenditures, i.e., final accounts, for 1938 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 GNP {or GDP) data arc for an
earlier year than the budget data, which tends to inflate the per-
centages slightly: Nigeria, 1956/57 ; Republic of Viet-Nam, 1956;
Republic of Korea, 1939; Thailand, 1959; Federation of Malaya,
1057.

© Includes — in general, but with some variation in detall from
country to country — cexpenditures for items listed as social ser-
vices in A Manual for Economic and Functional Classificalion of
Governmen! Transaclions, 1.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, recrcation, 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 — the economic services items
listed in the Afanual, i.e.,agriculture and non-mineral resources;
fucl 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 ” (inelud-
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,

2 Includes Union and state government budgets (1957/38

TO TABLE 3

accounts) but omits local expenditures, which in the previously
cited “ Exploratory Study * for 1954/55 accounted for 6.6 per cent
of the all-level aggregate for social services. GNP roughly esti-
mated. Government expenditures {rom preliminary draft of Eco-
nomic-Functional Classification of Ceniral and Stafe Government
Budgels — 1957-58, a study to be released by the National Council
of Applied Economic Research, New Delhi, in 1961.

h Based on unoflicial data.

i Based on education expenditure estimate from UNESCO.
i Education and culture.

k Education, culture and research.

I Budget estimates.

m FEducation 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.

a Central Government expenditure for education here constii
tutes slightly more than one-third of the total for all levels ©
government combined, according to UNESCO data (see table 6).

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

s Not including extensive financing of social insurance expen-
ditures (sickness and maternity benefits) outside the budget.

t Includes deficit of government enterprises, especially rall-
roads, arising from extraordinary pension liabilities, accounting
for nearly three-tenths of the total.

u Education, religion and research.

v Government expenditures on a net basls, after deduction of
fees and other charges for goods and services.

w Rough estimates of unduplicated central-local totals.

x Government consumption only.

s Totals exclude debt interest but inclnde net lending to public
corporations.
z Education and child care, including school meals, etc.
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the Lrealment of social items are considerable, 4 On the
oLher hand, the concepl of material product, employed
by the centrally planned countries, differs sufficiently
from tl}e concept of GNP (see explanation in table) so
that direct comparison belween percentages of the
onc and of the other would not be justified.

The information conveyed by the tables may be
summqrizcd briefly: the government expenditure on
education 44 recorded in table 3 ranges from 5.6 per
cent to 24.6 per cent of tolal government expenditures,*®

4 .l"or example, in table 4 the component under the education
hc.adu_lg 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
lnsurance benelits (which are partly, in varying degrees, excluded
Irom. the table 3 data). On the other hand, expenditures for
housing are omitted for two countries in table 4.

4 Sqme 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.

a5 Breal(;downs of government educational expenditures by
type are given by UNIESCO for a number of Asian countries and
for dependent territories of Alfrica, as follows (percentages) :

Teacher
Pri- Secon- Voca- train-
mary dary tional ing Higher
Afghanistan (1958-59)........ 29
Burma (1957-58) ............ 56
Cambodia (1959) ............ 68
Federation of Malaya (1958-59) 60
India (1956/57)a .. ... ....... 31
Indonesia (1958-59) ......... 17
Iran (1959-60) .............. 38
Korea, Republic of (1959) .... 87
Laos (1959-60) .............. 70
Nepal (1959-60) ............. 28
Pakistan (1957-58) .......... 38
Philippines (1958-59) ........ 90
Thailand (1959) ............. 13
Viet-Nam, Republic of (1959). 35
United Kingdom territories b
Basutoland (1954) ......... 65 2 9 7 2
Bechuanaland............. 71 3 1 4
Gambia (1956) ............ 69 25 6
Gold Coast (19514-55)....... 31 19 2 14 20
Kenya (1955-56) .......... 61 21 5 3
Northern Rhodesia (1955-56)¢ 76 4 5 5
Nyasaland (1954/55) ...... 68 8 5 11
Sierra Leone (1956) ....... 31 18 6 7 15
Somaliland (1956) -........ 67 11 8 3
s ; e~
Swaziland (1956) .......... 57 18 8
Uganda (1956) ............ 58 27 04 8
Zanzibar and Pemba (1956). 62 14 9 5
g T N  — T
British Colonial Development
and Welfare T'unds (April
1946-March 1958)d ....... 57 29 14
FIDES e funds (1953-57):
French Equatorial Africa .. 42 38 10 6
French West Africa........ 41 21 3 21 10
Madagascar.....oovevn.... 16 33 45 5
Belgian Congo (1955)f ....... 35 40 25

Source: Asian data from UNIZSCO, Supporting Document to
the Working Paper for the Regional Meeting of Representatives
of Asian Member States on Primary Education, IKarachi, 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 Terrifories in Pur-
suance of Chapter XI of the Charter: Education in the Non-Self-
Governing Territories, A]4131, except that figures on Colonial
Development and Welfare Funds are computed from United

with a median figure of 12.8 per cenl, and from 0.5 per
cent to 4.6 per cent of GNP, with a median of 2.7 per
cenl. (As the ratio between these two medians would
imply, Lhe median for total government expenditure
itself in relation to GNP lies slightly above 20 per cent.)
The corresponding expenditure on health,* for Lhe 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 tolal government expen-
diture in exceptional cases,*” and more generally from
about 2 to aboul 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 expendilure 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 (slighlly lower than in table 3),
and around 6 per cent for health (slightly higher).

The expenditure on social items in the aggregate 8 —
adding to educalion and health such further fields as
social security, special welfare programmes, housing *°
cte. — ranges from 14.0 per cent to 48.1 per cent of
total government expenditure, with a median of 30.9

4 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.

17 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.

48 These aggregates, as well as the economic aggregates, may
be substantially affected by differences in classification. See
foot-note ¢ of table 3.

40 Government housing expenditure (representing mainly
public construction plus subsidies in one form or another to
private construction) is sometimes reported as a scparate 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 formalion as 1954-58 average per cent of GNP.

(1) (2) (3)
Belgian Congo ....ovnvn... 2.6 0.8
Burma (capital expenditures) 0.2 0.1
India «..ovvvviinnninn. B 0.1
Ceylon (capital expenditures) 2. 0.6
Chile ....ovviviiiiiias 1.5 0.2
Austria ......ciiiii., (2.1) (0.5) 4.4
Belgium . ......oooiiinan.. 1.6 0.3 1.4
TFederal Republic of Germany 7.4 1.8
Netherlands o..ooovinvnen.. (9.9) (2.49) 4.5
Venezuela oooovevnnnenenns 1.8 0.3
Australia .....oovviienia. 5.0 1.4
France ... oveevninennnnnes 7.0 1.8 4.5
United Kingdom .......... 5.2 1.6 3.0

Nations, Economic Survey of Africa since 1950 (Sales No. 1959.11,
KK.1), pp. 231-232.

a Central Government plus states. (For all sources combined,
including local government and private, expenditure on primary
education is given as 28 per cent of total education expenditure).

b Recurrent expenditure only (including central administra-
tion).

¢ African education.

d Total issucs to administering authorities in Africa.

e Fonds d’investissement pour le développement économique el
social.

t Capital projects only: construction and equipment of schools
by the Native Welfare Fund.
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Table 4. — LESTIMATED STATE SOCIAL AND CULTURAL DXPENDITURES IN EIGHT COUNTRIES WITH

CENTRALLY PLANNED ECONOMIES, IN TERMS OF PURCENTAGE OF TOTAL STATE EXPLENDITURES
AND OF NET MATLRIAL PRODUCT & AupouvT 1958

Slate expendilures as perceniage

Percentage of stule expenditures of nel malerial product a

Sotiel Education, Health, Sacial
and seience, physical and
cullural cullure cullure Tolal culiural
Albania (1957) .. 10.3P a.6¢ 6.0¢
Bulgaria (1957) .. 24.3 8.7¢ 3.6¢ 58.9 14.3
Czechoslovakin 4, . 42,7 10.3 5.5 ¢
Hungary (1957) .. 28.5 0.6 ¢ 6.5¢ 48.5 13.8
Poland .......... 33.1 10.9f 7.61 52.3 17.3
Romania (1957) .. 26.3 7.9¢ 53¢
USSR .oevrnnnns 39.0 13.4 6.4 51.3 20.0
Yugoslavia ...... 20,408 11.2 7.2 27.08 5068

a Material product is defined as the total value of goods and productive services, including
turnover (indireet), taxes, produced by the cconamy in the coursc of the year. Agriculture, mining,
m:mufnytpring, construction, transportation and comimunication, trade and catering are included,
but activities not contributing directly to material production, such as public administration and
defence, persanal and professional services (for example, education and health) and similar acti-
vities, are not included. Material product is thus not comparable in concept and coverage with
nniio_nnl income or GNP as ctuploved in the United Nations systemn of national accounts. Pricing
policies, morcover, affect the relationships among countries and among components; this applies

in regard to components of state expenditures also.
b Excludes housing. Totals for other countrics include a housing component, partly estimated

in some cases.
¢ 1959 plan.
d Budgct estimates, 1958,

e DProvincial, county and local government only.
t 1958 plan; percentage of current expenditure.

£ Becausc of institutional differences, data for Yugoslavia are not directly comparable with
those of other countries shown in the table, The share of revenue of the socialized sector which is
distributed through the budget is much smaller in Yugoslavia, especially as regards () investment
and (b) expendilures on social and cultural services. In other countries with centrally planned
economies, social and cultural services are almost entirely financed through the budget (for
example, all social security and social insurance expenditures are included in the budget) whercas
in Yugoslavia in 1938 slightly more than four-{ifths of all outlays in this field, inclusive of housing
investment (or more than two-thirds, apart from social insurance) were financed outside the
budget. Total outlays for social and cualtural purposes in Yugoslavia thus were equal to nearly

30 per cent of net nmaterial product.

per cent, and from 19.3 per cent to 42.7 per cent in
table 4, with a median of 27.4 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 above 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,® 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-
cerncd, when government accounts are examined in
detail with a view to identifying all sums spent for those
purposes, the totals are found 10 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 countrics shown is
slightly below one-third of all government expenditures
(it is a little less, on the basis of somewhat different

50 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 actuglly
receiving, especially in relation to GNP.™ Education,
largest of the social expenditure items, tends to acgount
for two-fifths of the social total. Health expenditurcs
of government are less than half as large on the average
in the forty-one countries % and about 60 per cent as
large on the average in the figures for the countrics
with centrally planned economies.

As has already been emphasized, the interpretation
of the inter-country differences shown in table 31
complicated by the incompleteness of the data wherever

51 However, as is pointed out below, an opposite inference might
be drawn when it comes to comparing the social items with the
economic jtems.

52 See table 1, where Iragmentary information on private
health cxpenditures is given.
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only the central Government is covered,’ and by other
statistical discrepancies.s* 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-
slandably, the same ones. For example, those exceeding
the median of 21.2 per cent in column 4 have social
expendilures 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,® 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 cducation, 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 heallh, however, the average
percentage rises only up to the third income group, and
Lthe figures above that point are lower, owing to the
effect of other expenditures coming in.

The effect of social insurance syslems on the percen-
Lages calls for comment. While many traditional societies
provide social security by means of the extended family
system, this task becomes increasingly monetized,®® and

“* I'or example, the virtually complcte 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 — 6.3 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
ou 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 X1
of the Charter: Public Finance (Aj4178). This would be roughly
cquivalent 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

devolves in substantial degree upon the State, as urban-
ization *7 and other forms of devclopment 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 claboration 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
oul 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.s® However, com-
paralive 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
Lo counliry 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 rellected.®®

For cxample, the social cxpenditures 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.)

57 'I'he trend is not strictly limited to urban, industrial socictics
but appears also in certain agricultural arcas under a plantation
system, cxamples being provided by the employees’ provident
funds in the Federation of Malaya and in Ceylon.

®8 Data on annual receipts and expenditures of social security
syslems, 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 1ILO, 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 sccurity system and of its main
components, For the levels of government included 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 Irance and Portugal, and about 25 per cent in Austria, Ttaly
and the Netherlands, up to 70-80 per cent in Australia, Belgiumn
and Sweden.

5¢ 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 undiselosed 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-third of all outlays of the public 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 hencfits, the
United Kingdom's 48.1 per cent of total government
expenditures would be 35.2 per cent. In the Soviet
Union, social security expenditures of various Lypes
appear to account for about 11 outl of 39 per cent of
State expenditures allocated to social and cultural
fields (table ). At a lower income level, Costa Rica’s
41.4 per cent of government expenditures for social
purposes includes 145 per cent of contributions to
independent  social security funds and government
employee pensions, together with 26.9 per cent of other
items.

The relations between social and economic expendi-
tures are of considerable 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, are seen Lo be
much higher in the ranking on the cconomic side than
on the social side, and the reverse is rather 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 are also in the
top nine, and seven are 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, lable 3 also shows
that most Governments spend more on social ilems 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
differences 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 govern-
ment enterprises rather than by departments, and
usually it is only the investment together with the
net profit or loss that appears in the budget or the
consolidated government accounts. This is particularly
the case if the accounts have been reclassified according
to the United Nations classifieation, which emphasizes
the important distinction between activities relating to
general government functions as such and those involv-

ing production and sale to mect the market demand.
Table 3 thus tends to cxaggerate the Governments’
social role in relation to its econmomic role, broadly
conceived (even though, as slated above, the govern-
ment social expendilures tend to be understated). How
great the relative exaggeration is would be difficult to
judge without a more precise clarification of the cou-
cepts associated with the question under examination
and a detailed examination of individual government
and (wider) public sector accounts.

The relation of social outlays lo outlays for defence
is naturally also of interest. Obviously the absence of
a heavy defence burden provides countries with an
opportunily Lo devole larger resources Lo economic and
social development, and some countries (Ceylon, Costa
Rica and Finland, for example) have made good use
of that opportunity. Other factors enler in, however,
especially the scale on which the Government partici-
pates in the economy, as measured by the size of its
tolal revenues and total expenditures. A number of
Governments incur large expenditures both for defence
and for social programmes, while some others spend
only moderate suins for eitlier.

Quantitative comparisons are particularly unreliable
in the defence expeunditure field, partly because undue
weight is given to defence in those cases where only
central government figures are available, and partly
because it is inherently difficult in some situations to
distinguish between external defence and the main-
tenance of internal law and order, and for this and otllfer
reasons a portion of what is shown under defence 11
some countries may clsewhere be classified under other
headings. Two things can be said in a general way aboul
the published figures, taken at their face value. First,
the median figure for defence expenditures in the inde-
pendent countries grouped in table 3 is about 2.8 per
cent of GNP. Sccond, no inverse correlation can be
shown hetween the expenditures of these Governments
on defence and on social items, in terms of percentage
of GNP.®

SOME FURTHER LINES OF ANALYSIS

Capital outlays: Table 5 gives an approximate idea
of the extent to whieh social and economic expenditures
of Governments represent capital outlays rather than
ordinary payments on current account. By capital out-
lays are meant, in this context, not merely the expen-
ditures that the Government itself devotes to capital
formation directly, but also the government loans an
advances intended to lead to capital formation by the
recipient.®

Concepts and measurements of “ capital” vary

00 The coefficient of correlation is plus 0.35.

o1 Purely financial capital transactions (e.g., debt retiren.lent
or purchases of other financial assets) have, as far as possxble.
been excliuded both from capital expenditures and from total
expenditures in computing percentages for this and earlier tables.
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Table 5. ESTIMATED SHARE OF GOVERNMENT EXPENDITURES ALLOCATED TO CAPITAL OUTLAYS
IN SOCIAL AND ECONOMIC FIELDS, ABoOUT 1958
Economic
capital as
Capital as percenfage of current plus capilal p;gg?:;agﬁ‘g/
Income | | . ECOanlC
group Tolal Education Health Social a Economic capital
Group 1
Burma ................ 27 4 10 14
India .oovvovineniae, 42 8 30 20 78 91
Kenya (1958/59)b...... 17 8 6 26 33 48
Nigeria (1957/58) ....... 26 15 48 72
Uganda®.............. 26 12 13 22 48 61
Viet-Nam, Republic of
(1959)d ... ..ouae. 9 10 14 12 31 69
Group 2
Ceylon ................ 28 16 67 79
Colombia (1957) ....... (33) (79)
Ecuador (1957)......... (14) (6) (9) (3) (62) (95)
Honduras (1954/55)¢. ... 25 8 14 20 48 76
Korea, Republic of (1960) (18) (26) (22) (80) (78)
Peru (1957) ........... 28 3f 441
Philippines ............ (22) (7) (21) (11) (53) (84)
Thailand .............. 14 7 9 9 55 83
Group 3
Chile (1956)............ 17 ¢ ] 9 55 73
Fedecration of Malaya ... 21 11 11 11 54 76
Japan..... et (47) (19) (55) (27) (84) (82)
Portugal .............. 30 14 12 9
Singapore (1960) ....... 11 9 0.1 5 3 16
Group 4
Austria ............... (25) (8) (6) (8) (56) (82)
Belgium .............. 9 4 3 45 89
Finland ............... (29) (14) (14) (14)
Germany, Federal Repub-

“Heofd .,..... e 9 11 18 43 41
Israel (1954/55) ........ 49 12 13 39 90 73
Netherlands ........... (12} (4) (21) (30) (41)
Venezuela (1955/56). ... . 46 20 19 25

Group 5
Australia (1954/55) ..... 34 19 16 25 89 70
France ............... 21 21 23 45 56
United Kingdom ....... 20 15 4 12 65 63
United States of America 23 21 10 11 42 63
Median ... 25 9 12,5 14 54 74

Norte. 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.

¢ Percentages refer to non-recurrent and recurrent expenditure.

a Because of unclassified expenditure components, current and capital expenditures do not
add to total.

e Capital expenditure for goods and services only.

t Expenditures for goods and services only.



widely,¢* so that the risks of inter-country comparisons
are even greater than for the preceding tables.ss Tow-
ever, the comparison bhetween the economic and social
items in this table is of considerable interest. Whereas
the figures in the columns for capital outlay as a share of
total outlav on education, health and social items as a
whole all have medians below 13 per cent,** the corre-
sponding median for the aggregated cconomic items is
above 50 per cent. This striking difference depends in
part on an accounting principle referred to earlier, under
which the current transactions of public enterprises
(which naturally fall in the economic column) are cns-
tomarily entered in the accounts on a net basis. It is
also a faet, however, as the last column of the table
shows, that Governments make larger capital outlays
for cconomic items such as highways and power plants
than for social ilems such as schools and hospitals. The
economic capital aggregates tend to accouni for some
three-fourths of the total for the aggregates combined. o2
This is not surprising in view of the financial and other
implications for the future under alternative hudgelary
and investment patterns. The physical assets created
will have to be maintained, whether they are social or
economic. The economic items are, however, more
likely to contribute profil or tax revenue toward their
own mainlenance than the social items. Morcover,
Governments in under-developed countries have become
rather aculely aware thal the essentials for growth

2 Statistics frequently fail to include major repairs and altera~
tions together with new construction, or fail to distinguish be-
tween newly created assets and assets purchased from others.
Somelimes non-revenue-producing investments (e.g., in roads)
are included in the revenue account of a budget which has not
undergone economic reclassification. In addition, capital forma-
tion is a process in which budget accounts often show the cash
expenditure in one time-period although the actual asset creation
takes place in another.

** A figure for a single ycar may also give 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 reflects the weight of teachers’ salaries in cducation expen-
diture, while the public housing outlays included in the social
total probably explain why the median for this aggregate is
slightly above the other two. In connexion with the median
education capital ratio shown (9 per cent), the “ Karachi plan”
visualizes the following breakdown for primary cducation in the
Asia region for the period 1960-1980: 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 Meeting of Represenlatives of Asian Member Stales
on Primary and Compulsory Education, Karachi, 28 December
1959 -9 January 1960. Paris. UNESCOJ/ED/173, pp. 46-47.)

8 See also World Economic Survey 1959, United Nations
publication, Sales No.: 60.I1.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 9f
construction (specifically including education and health in

several cases) plus some municipal and local development, and
“ gthers 7.

Report on the World Social Situatio

include expensive transport, power and irrigation facr
lities. In addition, it is the social items that present the -
more  serious  servicing problems — not  merely the
paying but the training of teachers and doctors to man
tomarrow the schools and hospitals that are built today.

But it would be wrong to see this preponderance of
cconomic capital expenditures as evidence of imbalance
between the economic and social fields. Capital expen-
ditures are, of course, highly important as a basis for
development or growth, bul capital expenditure 18 not
the same thing as developmental expenditure, or as
investment in the broad sensc. In particular, much of
the social expenditure that is recurrent, and is normally
entered in the current account, is nevertheless develop-
mental and represenls an investinent — in people. In
any properly functioning educational system, not'OY‘ll}'
the funds used to build schools (and leacher-lraimng
institutes) but also the salaries paid Lo teachers (and,
of course, to the teachers of teachers) constitute such an
investment.

Absolute levels of expenditure: Whereas only ratios
have Dheen considered up to this point, table 6 throws
light on the absolule size ol cerlain social outlays.
Data underlying previous tables have been used to
obtain estimated dollar amounts per capita sppnt by
Governments for education,®® and spent by society as
a whole for capilal formation in the housing field, 1n
or around 1958. Corresponding estimates have not been
included for health or for social purposes as a whole.

Two points should here again be stressed, as a safe-
guard against misinterprelation. First, this summation
gives only a partial view of what the countries concerned
are spending for education or housing. Private educa-
tional expenditures are not included, and in most cases
the government expenditures shown are only (for lack
of other data) those financed at the central government
level. The housing expenditure figures take no account
of rent and other non-capital payments. These limi-
tations, coupled with differences in statistical coverage
and method to which reference has been made In pre-
vious sections, and with the further difficulty of estlm'at-
ing dollar equivalents for other nationa.l currencies,
seriously restrict the uses of the table for _mter—country
expenditure comparisons. Second, comparisons between
expenditures by no means always tell us how the
services rendered compare; one country may be getting
considerably more for its education dollar, or even its
housing dollar, than another country.

The table does nevertheless serve as a reqlinder of
the great gap between what the poorer countries spen(:
for social purposes, per head of population, and wha
the richer countries can and do afford.®? Group avgrages
for the figures in the education column go steadily up

¢t Recent estimates for eighty-nine countries, which have been
drawn on in some cases to complete this table, are given in
UNESCO’s International Yearbook of Education, vol. XXI, 1959,
pp. 548-550.

. 1 i R 1-age
2 The gap will be still wider if measured per head gf schoo.
p0pulatio§, palthough narrower if measured per child actually
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 Lhan $100,
to $3.75 where it is between $100 and $200, $8.25
.where it is belween $200 and $500, $24 where it
1s between $500 and $900, and $57.00 where it is
above $900.% 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 Lhe figures for
gross domestic capital formation in dwellings — which
in all but four cases exceed the figures for government
expenditure on educalion — a rapid progression up Lhe
income scale is again apparent. Undoubtedly the dearth
of data from the lower income counlries in Lhis column
is partly a reflection of Lhe previously emphasized fact
that much of their housing conslruction Lakes place on
a direct or non-monetized basis.

The choice of exchange rates for Lranslaling expen-
ditures in Lhe countries with centrally planned economies
inlo dollars presents inlractable problems. No one rate
is necessarily more valid than other rates that might
be selecled. If the official Lourist rate is used, then per
capila expendilures for education, science and culture
amounted Lo aboul $21.50 in IHungary’s 1959 plan,
$23 in Poland’s |1958] plan, and $41.50 in the Soviel
Union in 1958. Expendilures for slale housing invest-
menl on Lhe same basis amounted approximalely Lo
$9.50 in Hungary, $12.50 in Poland (the socialized
scclor) and $17.50 in Lhe Soviel Union (housing invest-
menl excluding private investmenl and inveslment
wilh special funds of entlerprises).

Trends. The long-term trend of social expendilure
has been strongly upward, in relative as well as absolule
amounts. This is partly explainable on the ground that,
as nalions become richer, they are able Lo make propor-
lionately larger colleclive provisions for social neceds.
Hislorically also Lhe greal change of opinion in Lhe
world since Lhe nineleenth century — Lthe awakening
of social conscience and decline of laissez faire — has
provided molivation for Lhe expansion of social outlays,
quite apart from considerations of capability based on
weallh.®® Meanwhile, Lthe growing role of Governments,
signalized by Lhe growing percenlages of nalional
resources channelled Lthrough government budgets, has
provided the needed mechanism.

Suilable Lime series extending far back inlo the past

8¢ 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 differ more than the corresponding
income levels.

8¢ « The ratios in the less developed countrics . .. 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 {olal social expenditures to national income in
Great Britain and Northern European countries at the turn
of the century.” Infernational Survey of Programmes of Social
Development, op. cit., p. 187.

Table 6. — APPROXIMATE DOLLAR EQUIVALENT OF ANNUAL PER
CAPITA EXPENDITURES IN SELECTED SOCIAL FIELDS, ABOUT 1958

Gross domeslic
capital formation
in dwellings

Government
expenditures

Income group for education

Group 1
Belgian Congo .............. 3.50
Burma .................... 1.75
India........cooiiiiia.. 1.25
Kenya...oooveieinnnennnnn. 3.75
Tanganyika ................ 2.00 4.00
Uganda ...........ooovent. 2,75
Viet-Nam, Republic of ...... 1.00

Group 2
Ceylon .....c.ovviinivaan.. 5.00
Colombia .................. (1.00)
Fcuador ..........covvunn. (2.50) 4.00
Ghana ......coviviniennnn. 6.75
Honduras .................. 2.50 7.25
Korea, Republicof .......... (5.00) 2.50
Peru ...t 5.00
Philippines .......oooooilt (2.75) 1.50
Thailand ................... 3.00

Group 3
Chile ..., 8.00
CostaRica .......covvvnnn. 9.50
El Salvador ................ 4.75
Federation of Malaya ........ 9.50
Japan ... .o iiiea, 14.00 7.25
MeXico . vvveneniiininenn, (3.50)
Portugal ...t 3.25 8.00
Singapore ........ .o 13.00

Group 4
Austria ... . ... .. il (20.00) 37.25
Belgium ...........c0vnv... 28.25 51.75
Finland .............. .. ..., (27.75)
Germany, Federal Republic of 24.25
Israel ........ccveiiininann 22.75 59.50
) (7] N (19.75) 46.00
Netherlands ................ (31.00) 49.00
Venezuela . ..........c..o.t. 1875

Group 4
Australia ....... ... .00t 27.25
Canada .......cvvenennnnnns 56.50 111.50
France .............ocvannn 27.25 56.25
New Zealand ......ovevvvnnnn 60.50 95.50
NOIWAY ooeiniivirvennranns 53.00 64.50
Sweden ... i 64.75 76.00
United Kingdom ............ 70.00 43.50
United States of America. .. .. 96,25 112.75

Note. Figures are based on estimated paritics and are rounded
to the nearest quarter-dollar. For education, the national data
underlying table 3 are drawn upon (scc general and detailed notes
to that table for inter-country diflerences in coverage ctc.) except
that more recent national data published by UNESCO are used
for India, Honduras, Chile, El Salvador, Japan, Israel, Venezuela,
Australia, Canada and Norway. The expenditures on housing
construction are from national accounts for 1958 (except Honduras,
1957 and Israel, 1956) and are therefore not adjusted for cycllcal
fluctuations (see footnote 19); however, the data appear In the
majority of cases to be within 5 per cent and in all cases within
15 per cent of the five-year averages used in table 1.
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are not readily available, bul certain examples of
western experience may he eited. In the United Kingdom
the share of total government expenditure commanded
by social services rose fairly steadily from 21 per cent
in 1890 to 33 per cent in 1913, dropped as a result of
heavy military expenditures during the First World
War, resumed its upward course to 17 per cent in 1931,
and tended to level off thereafter; in relation to GNP,
these government expenditures on soctal services elimbed
from 2 per cent in 1880 to 18 per cent in 1950.7° In
Sweden, governmental current expenditures in the social
ficlds, not including cducation, rose from abont 2 per
cent of net national income in 1900 to 5 per cent at the
end of the 1930°s and 10 per cent by 19587 In Canada,
“The cost of public charities, welfare, and education
in the four provinces of British North America in 1866
amounted to only 9 per cent of total government expen-
ditures, a figure which may be contrasted with the
19 per cent allotted for social security payments in the
1950 federal budget, in addition to very large provincial
and municipal expenditures for social welfare.,” 72 In
the Soviet Union, official figures show a rise in social
and cultural expenditures (calculated on a somewhat
different basis; for example, basic scientific research
is included in the same calegory with cducation) from
18 per cent of total budget expenditures al the beginning
of the first five-year plan in 1928-29 to 33 per cent in
1958; inclusion of housing raises the laller figure Lo
39 per cent (as shown in table 1),

Since the end of the Secoud World War, the emphasis
on social expenditures has often — though not always —
again increased, with many new and less developed
nations striving to overcome acule 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
1950 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 rose).” 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 upward trend, with corre-
sponding percentages of 4.1, 6.7 and 8.4.

Expenditures of national Governments for cducation

70 Alan T. Peacock & Jack Wiseman, assisted by Jindrich
Veverka, The Growthof Public Expenditure in the Uniled Kingdom,
National 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).

7 QOr about 15 per cent including capital expenditures and
the field of education. Infernational Survey of Programmes of
Social Development, op. cit., p. 187, footnote 12.

12 Elisabeth Wallace, * The Origin of the Social Welfare State
in Canada, 1867-19007, The Canadian Journal of Iconomics
and Political Science (Toronto) vol. 16, No. 3, August 1950, p. 384.

13 Co-ordinated Statistics of Social Welfare in the Northern
Countries (Stockhelm, 1857), pp. 41 and 43.

increased as a percentage of their total expenditures
in some — perhaps a majorily — countries of Latin
America. Based on data in reports from thirteen coul-
tries for 1933 or slightly earlicr up to around 1958, these
percentages rose for Costa Rica (already high to begin
with), Xl Salvador, Mexico, Colombia and Peru; fluc-
tuated in Argentina, Monduras, Chile, 1aiti and Vene-
zuely without much trend, although the tendency 18
the last three appeared to be upward in the latest
budget estimates; and declined in Ecuador, Guatemala
and (from a high level) Panama.™ Allowance must here
be made, however, for incidental changes caused by
fluctuations in the government total (rather tham 1n
the education component itself), as well as for the
possibility ol statistical distortions due to partial dis-
continuitics in some of the budget series. The same 1S
true also in the case of the apparent trends in, for
example, Asia and the Far Easl. Among the countries
of Lhis region thal were already independent at the
beginning of the decade, there seems Lo have been an
upward movement of aggregate expenditure on social
services as a percenlage of central government expen-
diture in Burma, the Republic 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) 7 or, at a lower
level, for education and health in Pakistan. A rising
trend was evident in the dependencics 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 Malaya
and — largely on an estimated basis — for Cambodia,
Laos and the Republic of Vict-Nam show advances to
higher Ievels following their attainment of independence.

Wlhether a country can give increased atte11t19n to
social expenditures after it gains independence will, of
course, depend on the pre-existing situation, the strength
of competing demands upon its new Government, the
extent of foreign aid, and so on. Considerable informa-
tion is available on the pre-existing situation. Ten of
twelve British dependent territories in Africa (Bechua-~
naland, British Somaliland, Gambia, Gold Coast, Ke;nya,
Nigeria, Northern Rhodesia, Sierra Leone, Swazﬂand
and Uganda) showed a higher percentage of their budget
spent on current education services in 1956 (V‘{'heﬂ tf;‘_’
average among them was 8.8 per cent) than In 1947,
only Basutoland (at a high 17 per cent level in 1947)
and Nyasaland had lower ratios. On the other hand, the

76 As a percentage of GNP, however, the national govermrrllen:le
expenditures for education appear to have risen m.the last t TE;
countries mentioned and also, at least slightly, in Hondura.s,
Chile, Haiti and Venezuela from the preceding group. ’lj'lge
contrast is not surprising in view of the more or less v»:orld-“tlhe
tendency for the government sector to expand in relation to
rest of the economy.

" A comparison of India’s first and seeor}d five-year plaféi
shows a decline in expenditure on social services from 22.6 pise
cent to 19.7 per cent of all expenditures under the ;?lan., buf. anr1 s
from 16.8 per cent to 17.8 per cent if the rehabilitation ite b
omitted. Education in these figures declines from 7.0 per ce
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.” In the Belgian Congo, 26 per cent of the ordi-
nary budget was reported spenl 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;
undoubledly the relatively small size of their defence
outlays has been helpful in this regard. After Burma
became independent in 1948, social expenditures
amounted to § or 9 per cent of the budget, as against a
1938/39 level of 19 per cenl — 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 queslion is whether competing demands will permit
the achicved levels to be maintained in these countrics
in the immediate future. A budgel cstimate 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)).

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 distinclions 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, expendilure statistics are neverthe-
less a uscful partial guide in this area. Third, the existing
social expenditure statistics are relatively very inade-
quate.

Data for the private scctor and for local governments
are commonly lacking. Figures for the state or pro-
vincial governments in federal systems have 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 detailed reasons
international comparability is far from being achieved.

In the course of time Lhese slatistical weaknesses can
be largely overcome, and a clearer picture of the facls
can then emerge. For this to happen, a statistical attack
along two lines is needed. First, the work of reclassifyi_ng
budgets along economic and functional Iine§—\w'h1ch
is now beginning to gain some momentum In various
regions of the world, including Africa——need;, to be
pressed forward, with main emphasis on clarity and
uniformity of treatment of individual component items
rather than broad aggregative fields. This work can
well continue to be based upon ihe United Nations
publication, A Manual for Economic and Functional
Classification of Government Transactions. Second,
information is needed on national social expenditures
as a whole, since evaluations resting on expenditures
in the public sector alone are clearly one-sided. Here
the problem for the present is still one of resolving
conceptual difficulties, with a view to asking Go‘vern—
ments to provide information on social expenditures
within a broadened frame of reference integrated with
A System of National Accounts and Supporting Tables.



Chapter V

THE CO-ORDINATION OF SOCIAL AND ECONOMIC DEVELOPMENT PLANNING
AND PROGRAMMING:

InTRODUCTION

Relerences to the close relationship between the goals
of economic development and those of social develop-
ment will be found in published policy statements of
most Governments today, in hoth developed and under-
developed countries. The purpose of economic develop-
ment — defined as increase of per capita national
income arising from increased production — is generally
stated to be improvement of levels of living, although
other considerations, such as increase of national
strength and prestige, are usually involved as well
either explicitly or implicitly.

Economic growth can bring benefits to the people
among whom it occurs, and is clearly required for any
substantial improvement in levels of living, but tlis
effect is not an immediate and necessary one. Whether
or not economic growth is beneficial, and how beneficial
it is, depends on the way in which it comes about and
on the directions that it takes — circumstances that
are 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, but these opportunities must
be scized. 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 cach other. The purpose of
this chapter is to consider ways in which the integration
of cconomic 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

' The general approaches to social programming or social
planning in the context of over-all national development of the
economically developed countries of Western 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 Infernational Survey of Programmes
of Social Development (United Nations publication, Sales No.:
55.1V.8), chap. XII], 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 Infer-
national Survey of Programmmes of Social Developmenf (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,

82

may or may not be incorporated, in terms of specific
directives, in a development plan or programme. Some
countries rely, to this end, on mechanisms outside the
cconomic development programme — on  the spread
of employment and the higher wages made possible by
cconomic growth and demanded by the workers, the
allocation of larger resources lo social programmes
under the normal budget made possible by larger govern-
menl revenues, cte. Most countries with dc:velopmﬁl_l'L
plans, however, incorporate specific social targets in
their plans together with cconomic goals — usually
targets related directly to the economic targets. Th_lS
is true, for example, of the programme of *economic
and social development ” of the Philippines.? That
country is also concerned abont the relation of the
development programme to existing institutional forms
and cultural values. “ The development process will be
cffected within the framework of existing culturc
patterns. Desirable changes in political and social
institutions will be sought through ecducation, demon-
stration and legislation when such[institutions]areinimi-
cal Lo the requirements of a rapid economic development.
Under the Programme, however, care will be taken that
public policy and action do not upsct drastically the
existing non-economic value patterns lest the snc1gl
gains in economic terms will be negated by the costs 10
non-cconomic terms.”

The Government of the Soviet Union considers
improvement of levels of living 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] result "‘ﬁ
certain improvement of the people’s level of living.

2 See National Economic Council of the Philippines: T!re
Five- Year Economic and Social Development Program for F tnancial
Years 1957-1961, Manila, 1957; and ibid., Tht_'ee-Year Prog;aé’")
of Economic and Social Development (Financial Year 1959-
{0 Financial Year 1961-62), Manila, 1959,

3 Three-Year Program of Economic and Social Development,
op. cit., p. 15.

« N. S. Krushchev, The eonlrol figures concerning the deuelopmeﬂé
of the national economy of the U.S8.S.R. for 19569-65, an _z;ddres§0=;\l
the 21st Congress of the Communist Party of the Soviet Union,
Moscow, 1959, pp. 11 and 16.
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“ The Socialist state, by determining, through national
economic plans, the production targets for consumers’
goods and also for the capital goods needed for their
production ... thus basing itself consciously on the
[specific] economic laws of socialism, determines the
level at which human needs are satisfied.”

Official statements cmanating from a number of
Governments point to the need for achieving balance
in the public allocation of resources, as a means of
cnsuring that the opportunitics created by economic
growth will be properly realized. Thus, for example,
the Government of the Federalion 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 *,% and emphasizes
the necessity to take into account the allocation of an
adequate portion of the fruits of economic growth for
Lthe 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.” 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 growlh 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 malerial 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 ”.° 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 IFederation of
Malaya, dated 11 August 1960.

7 Republic of Venezuela, Mensaje del Presidente de la Reptiblica
anfe el Congreso Nacional. Caracas, 1960.

8 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 Governement 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 ».%°
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”.* 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.1#

It will be realized from the discussions in chapters I1
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 morc on
social services and less on industry than other countries
at the same level of development — and conversely.
Also a country may give “ priorily ” 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.’® In Puerto Rico,
elimination of unemployment was at one time consi-
dered to be a primary goal of the economic development
programine, 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.

JECONOMIC PROGRAMMES WITH IMMEDIATE SOCIAL GOALS

A major means of co-ordinating cconomic and social
development is through programmes in the one ficld
that have an immediate purpose in the other. Thus,
the aim of certain programmes technically classified
as economic is not only lo 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.

1 « 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).

12« Planning for Social and Economic Development in Burma »
(E/CN.5/346/Add.4).

13 Communication of the Government of Austria, dated 10 May
1960.
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up capital rescurces and require considerable labour —
forest conservation, construction of roads and trans-
portation facilities, water works and irrigation, improve-
ment of farm-lands, cte.

Public works projeets undertaken in a period of
depression or in a depressed region of a given country,
or subsidies to certain industries, may or may not he
an economically eflicient and justifiable use of the
nation’s resources from a long-range point of view;
this will depend, among other things, upon their capa-
city to restore economic health. Bat there is no doubt
that they can be more efficient economically than social
expenditures which take the form of cash hand-outs
for unemployment relief. H public works projects and
subsidies also meet the wellare goals adequately —
which is sometimes a large * il * — such double-purpose
economic programmes have much to commend them.

In a sense, cconomically less developed countries
may be regarded as being in a state of continued
depression. Many have extensive nnemployment and
under-employment, and the problem of the unemployed
and under-employed workers and their families is a
major issue confronting the Governments concerncd.
But the parallel is limited: the less developed countries
are faced with a Jack of productive capacity, not idle
productive capacity, and the creation of demand by
the wide-scale distribution of funds, whether through
public welfare schemes or public works that do not
increase production, is apt to cause inflation, and to
be a mixed blessing from a social point of view. In any
case, the economically under-developed countries do
not have the funds for extensive expenditures of this
kind. Where large-scale public works projects are
required for economic reasons, they often rely mainly
on a single factor of production, i.e., labour, either
{hrough 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
argucd 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 differcnces of opinion
on this type of policy, which runs icounter to the general
direction that economic development has taken in
western countries.

An additional argument in favour of the small-scale

1 For a recent discussion of the question, see International
Labour Office, Production Technigues and Employment Crealion
in Under-developed Economies, Geneva, 1858. See also Inlerna-
tional Survey of Programmes of Social Development (United
Nations publication, Sales No.: 59.1V.2), pp. 147-150.

industries, which are aimed primarily at relieving rural
unemployment and under-employment, is the fact that
there is already more unskilled labour in the cities than
can be absorbed, and it costs the nation more to supp?rt
an individual in the ¢ity than in the country, By slowing
down the rate of urbanization through employment m
small-scale vural industries, various urban social over-
head costs could be saved. The situation is quite differ-
ent from that of Kuropean countries in the nineteenth
century, when the problem was often one of trying to
get labour into the urban factories,

On the other hand, it is maintained by opponents of
the labour-intensive, small-industry approach that s_uch
industries are more costly per unit of product, le]_d
lower profits and less savings for investment, and in
the long-run open up fewer employment opportunities
than large-scale industries with capital accumulation.

Policies to improve the efficiency of small-scale indus-
tries include modernization of equipment and power
supply and their integration with large-scale industrics
as parts manufacturers (as in Japan and Switzerland)-
Experience in these two countries shows, however, that
wage differentials hetween the rural and the urban
industries can cause labour problems.

In a number of cases in cconomically less developed
countries, cconomic programmes are iniended to help
special classes of people, usually minorities, which are
considered to be in special need. For example, ccononiic
programmes for depressed classes, tribal groups, indi-
genous populations, nomadic tribes and similar cate-
gories have a large social welfare component in their
immediate purpose. Often the economic prograrr}mes
are joined with purely social programmes in an inte~
grative approach (sece below).

As mentioned above, a government may also concen-
trate primarily for social reasons on the cconomic
development of a particular depressed or ba(_:kward
region of the country. Thus, it may subsidize the
establishment of new industries in parts of the country
suffering from under-employment or with Jevels of
living below the national average where, from the point
of view of economic considerations (e.g., cost of trans-
portation), the industries might not otherwise locate
themselves. In the Netherlands, for example, special
attention has been devoted, since 1930, to areas with
structural and persistent unemployment. Originally,
both encouragement of migration from these areas to
those enjoying prosperity, and industrialization m the
“ problem areas” themselves, were considered of equal
importance in efforts to reduce unemployment. It was
discovered, however, that migration was unlikely to
improve the situation; as most migrants were young
entrants into the labour market, not long-term unem-
ployed workers, their out-migration did not reduce:
unemployment to any considerable extent. Moreover,
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 1n these areas,
re-named “ development areas ”, became, therefore, the
main policy instrument. It involved preparing indus-
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trial sites, subsidizing industrial construction, improv-
g means of communicalion, constructing workers’
housing, vocational training, ele. It was found desir-
able to concentrate the new industries in urban centres
convenienlly located in the largely rural development
areas, rather than to spread them all over these arecas.
This had the advantage of developing local centres
which are similar in many respects, even though on a
dlffc_rcnt scale, lo major urban centres, since they have
a_wide variely of services usually available in major
cilies which are too coslly to duplicate in a rural environ-
ment, and since they dispose of manpower reserves
suficiently differentialed to include varied skills. The
new centres thus became attraclive, on the one hand, to
new industries looking for locations, and, on the other,
to prospeclive migrants from villages in the “develop-
ment arcas ”, who were enabled Lo find employment
in the new industries without overcrowding the old and
relalively distant major cities and Lo remain close to
their family homes (frequently within commuting dis-
tance).1s

In Italy, under legislation passed for the purpose of
relieving the backwardness of the southern part of
the country, the State provides extensive incenlives
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 uuder-developed arcas with the manpower
surpluses inherent in rural under-cmployment, have
found that several smaller industrial plants of the same
kind built in these arcas 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
Lerms of raw materials and of energy supply. By locat-
ing small plants in manpower-surplus areas, il became
possible to avoid relocation of labour to developed
arcas, thereby avoiding considerable investment in
housing and social overhead. Programmes of this Lype
have been reported from, among other countrics, France,
Japan, Poland ** and Switzerland.?

Cerlain cconomic disadvanlages and conlinuing costs
to Governmenls of setting up new small, decentralized
induslries in rural areas, however, have also been
encountered and cannol be ignored. According lo an
ILO publication, it would appear “from Lhe Japanesc
expericnce . .. Lhat promoting Llhe growlh of small
cnlerprises nol only requires governmenl measures to
bring them inlo existence but calls for sustained govern-

15« 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).

17 For more details on such programmes, see International
Survey of Programmes of Social Development, op. cit., p. 149,

ment effort Lo assist them in raising productive efficiency
and in facing up to large enlerprises...”® A similar
experience has been reported from Puerto Rico: “ The
- - - government . .. proceeded to erecl faclory build-
mgs and made slrenuous efforls to induce continental
American inveslors Lo rent these buildings, many of
which are located in the most undesirable parts of the
Island ... In the short runm, these efforls resulied in
a harder ‘selling job’ for the Puerto Rican governmenl
officials, together wilh a loss of revenue as a resull of
the additional economic incentives which had to be
granted. In the long run. .. il may lurn oul 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 cffects of the closing of a [actory are

greatly feared by government officials.” *? L

SOCIAL PROGRAMMES WITH ECONOMIC PURPOSLES

Just as economic programmes may have immediale
social purposes, so also social programmes may have
cconomic purposes. This is the case whenever a social
aclivity is considered Lo be a form of “ human invest-
menl ” (sce chapter II) and is deliberately pursued from
that point of view. Classic cxamples of social pro-
grammes with economic purposes arc to be found in
health projects undertaken to clear up conditions of
diseasc and ill health in arcas thal arc to be opened for
agricultural scttlement or in which roads, dams, canals,
hydroclectric plants, industries or other economic
undertakings are planned. The content of social pro-
grammes may be specifically adjusted to maximize
their cconomic value; techniques used in education
for this purposc arc discussed below.

Another Llype of socio-cconomic problem aflecting
cconomic development and calling for special social
measures is Lhe instabilily of labour, which in some
areas reaches grave proportions. The use of social-
wellare programmes to help stabilize labour and thercby
cut down Lhie high cosl of labour Lurnover has been
menlioned above.?? Mcasures of Lhis kind include not
only incentives in Lhe form of higher wages for longer
services and for improvement of skills, but also holidays
and bonuses conlingenl upon a period of continuous
service, and assistance in child care, education, health
and recrealion, etc., designed Lo make life altraclive
in Lhe neighbourhood of the industry or mine.

In the modern large industry, health centres, dining
halls, facililies for rest and recrealion and other welfarc
purposes are buill inlo the establishmenl and are usually
counled as parl of the capilal investment. Like heating,

18 « Production Techniques and Employment Creation in
Underdeveloped Economies ”, International Labour Review,
vol. LXXVIII, No. 2, p. 143, )

19 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.

20 See chapter II.
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ventilation and light, they are accepted as more or less
necessary items of equipment. Housing and transporta-
tion may also be provided by the establishment. Such
built-in facilities represent, in a sense, the simplest form
of co-ordination and integration of economic and social
development. Although the view may be put forward
that they are a form of human investment and aflect
morale and cfliciency and thereby production, that has
not been the main reason for their establishment. The
basic motive has been improvement of social standards.
Both national and international labour policies have
incorporated these rights in Iaws and conventions,2!

Where social insurance or welfare funds are built up
as part of social policy and charges are made on enter-
prises, these charges have sometimes been used as a
means of influencing economic activity (e.g., through
reduction of charges for certain types of desired in-
dustry), as is the case with other taxes and charges. The
funds themseives are a form of forced savings which can
grow {o greal size and can have considerable economic
significance. They may be 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 are
also frequently invested in residential housing — a sys-
tem that may directly benefit the workers who have
contributed to the funds, but 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
ofsets 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 cconomically more advanced areas.) In most
instances, liowever, 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, state, provincial or
local governments or public corporations); the real im-
pact on economic development’of the reserves so invested
is likely to depend more on the borrowing body’s expen-
diture policies and structure than on the intentions and
policies of the funds’ managers. It should be noted that,
in many countries, the investment opportunities of social
insurance and welfare funds are by law limited to
sccurities of the type just described. In the United States,
certain welfare funds established by collective bargaining
between employers’ and employees’ organizations have
recently begun to invest their surpluses in publicly traded
stocks and participations. This type of investment serves
to protect the funds against devaluation through infla-
tion, but is rarely intended to provide the funds with a
voice in managerial decisions affecting the corporations
in which the reserves are invested. In certain other
countries, as in Israel, funds have been able to acquire

11 See International Labour Organisation, Welfare Faci'lilies
for Workers, Reports VIII (1) and VIII (2) for the Thirty—Elghth
Session of the International Labour Conference in 1!?55, a—nd
Reports V(1) and V (2) for the Thirty-Ninth Session in 1956.

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.

INTEGRATIVE PROGRAMMES

The most complete economic and social integration
occurs in programmes that are simultaneously economic
and social in both content and purpose, and are adminis-
Lered in a unified fashion. In a sense, any development
plan that combines both economic and social features
might be so classified, but, in practice, in many such
plans the integration is usually limited to the planning
phase as such and does not extend to administration
and operations after the allocations have been made
to the separate depariments. 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 levels,
both at the centre and in the field, and that combines
social projects, as in health and education, with economic
projects, as in agricultural production and transporta-
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; Lhe same person al
the village level — the * multiple-purpose village-level
worker ” — has both economic and social responsibi-
lities in promoting village action. The need to achieve
“ balanced economic and social development” has, In
fact, been a major cousideration in the establishment
of community development programmes. In some places,
however, it appears that increased production has been
more difficult to achieve through community develop-
ment than have certain social advances.®

Whether techniques similar to those of community
development can and should be extended to u.rl)an
areas is a matter currently under study.?® Experience
with community development has until now been
largely limited to rural arcas. Should it prove feasible
Lo undertake similar programmes in cities, a step could
be taken in the direction of making the integrative
approach a central point of both rural and urban
development.

Closely integrated economic and social devclopment
will also be found in certain regional de\./elopment
projects, such as the Tennessee Valley Authority (TVA)

22 Community Development and Economic Development, Part I;
A Study of the Contribution of Rural Community ngelopmclrll
Programmes to National Economic Development in Asia and ‘168
Far Eas! (United Nations publication, Sales No.: 60.11.F.6,
Part I).

23 On the subject, |
of Community Development to Urban
also “ Proposals for Concerted Interna
of Urbanization » (IZ/CN.5/351).

see United Nations, «The Appli_cability
Areas” (E/CN.5/306).‘.See
tional Action in the Field
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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.

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-
tribution 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.” %*

24 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).

25 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.z® 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 through
projective techniques of the implications for the size
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 interrelation of eco-
nomic and social development: demographic projections
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 future.?” Many eco-
nomists and demographers have estimated the volume
of investment necessary for the capital requirements of
a growing population. Assuming 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 have an annual
investment of 4 or 5 per cent of the national income;
with 2 per cent annual population increase, the invest-
ment rate required rises to 8 to 10 per cent, and this

26 See United Nations Economic Commission for Latin America,
Analyses and Projections of Economic Development, An Intro-
duction to the Techniques of Programming (United Nations publi-
cation, Sales No.: 55.11.G.2).

21 Sce Population Growth and the Standard of Living in Under-
developed countries (United Nations publication, Sales No.: 54.
X1I1.7), p. 1. For population projections in the ECAFE region,
see “ Population Trends and Related Problems of Economic
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 cent.?® But when a
rise in levels of living is desired, the proportion of
national income required for investment is higher. With
a population growth of only 1 per cent per annum and
an objective of an increase of income per capita at
the rate of 3 per cent (which is modest if a real change
is wanted), it has been estimated that an investment
programme of as high as 16 to 20 per cent will be needed.

Population projections are usually prepared by pro-
jecting 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 Lhe
population. Use is made of the compound inlerest
or an analegous mathematical formula to arrive at
future population estimates. While such techniques are
useful to obtain an over-all picture of the situation in
relation to * aggregate projections” and “ macropro-
gramming ™ (concerned with categories such as national
income, investment, over-all savings, etc.), more refined
demographic techniques are useful for detailed “ pro-
jections by seclors” 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 are applied Lo the age
and sex composition of a populalion.?® This method can
be used for estimating such quantities as (a) the number
of families at a fulure period; (b) the future school-age
populalion; (c) the future labour force.

In view of the problems of adjusling the supply of
professional and technical personnel to fulure needs,
projections of supply and demand of such personncl
clearly have a critical imporlance in development
planning and in the co-ordinatlion of economic and
social developmenl. The International Conference on
Public Education, at ils meeling on the recruitment
and training of technical and scientific slaff, held at
Geneva in 1959, recommended, among other things,
periodic surveys “of present and future needs at the
various levels (scienlists, engineers, technicians and
skilled workers) without prejudice to any one cate-
gory.”*t The surveys should include consideration of
present stafl, diplomas awarded, training facilities,

8 Processes and Problems of Industrialization in Under-deve-
loped Countries (United Nations publication, Sales No.: 55.11.B.1),
p. 13.

2* On the use of these concepts, see Tinbergen, op. cil., and
Analyses and Projections of Ilconomic Development, I. An Intro-~
duction lo the Techniques of Programming, United Nations publi-
cation, Sales No.: 53.11.G.2.

30 For some descriptions of the methods of component pro-
jections of population see, for example, Mecthods of Population
Projections by Sex and Age: Manuals on Mecthods of Estimaling
Population — Manual III (United Nations publication, Sales
No.: 56.XII1.3) and The Fulure Growlh of World Population
(United Nations publication, Sales No.: 58.X1II.2). For examples
of practical application of these methods, see infer alia, T]]e
Human Resources of Cenfral America and Mezxico 1950-1989 in
Relation to Some Aspects of Economic Development (United Nathns
publication, Sales No.: 60.XIIL1, in press), and .Populallo!i
Growth and Manpower in the Philippines (United Nations publi-
cation, Sales No.: 61.XIIL.2),

21 UNESCO/IBE/6. 1959.

funds available for the training and possible means
of additional financing,

In the countries wilh centrally-planned economies
such projections are 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,
wilh various provisions for continued vocational train-
ing, part-time education or correspondence courses. The
institutions laking studenls above (he eighth year
prepare annual and long-lerm plans for enrolment,
taking into account the requirements of the surrounding
region for specialisis. These plans are co-ordinated al
the Republic and Union levels, and integraled with
calculations balancing manpower needs and resources
for the whole economy. A national plan {or Lhe lraining
of specialists emerges.

Under this system, the number of enrolments in
any one subjecl is delermined by the plan rather than
by Lhe popularily of the subjecl, so that nol all students
may be able Lo enter Lhe courses of their first choice,
since school vacancies will not be available; but, if the
forecasls of the plan are correcl, all of the students
will find jobs making use of their training. Annual
plans are also prepared for the allocation of newly
trained specialisls to employment, with placement
handled by the instilutions themselves. Students taking
parl-time or correspondence courses are not included
in these annual allocation plans, although they are
taken inlo account in the longer-term plans for trained
personnel. Some of the part-time students, in fact, are
acquiring formal qualifications for specialisl posts that
they already occupy on a provisional basis.®*

Many cconomically developed countries wilhout
centrally-planned economies are also undertaking ela-
borate assessments both of fulure needs for skilled
manpower and of the supplies likely to become avail-
able.3 Such studies are increasingly used both to
distinguish key shortages (as in science and technology)
that demand emergency measures and to indicate Lhe
most desirable lines of adaplation of the school system
Lo new conditions. The Netherlands, in particular, has
undertaken detailed long-term planning for professions
requiring a long training period (universily graduates)
and for skills expected to be in especially short supply.
In the professional ficlds, 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 cach field, as a basis for calculating
shortages and surpluses and thus for estimaling needs

52 Communication from Government of the USSR, dated
29 July 1960. For details on a similar system in Poland, see
“ Planning for Balanced Social and Economic Development. in
Poland . In Poland, the use of « perspective plans” covering
the period of several of the more detailed national plans perm_ltS
the State to make decisions on the prerequisites for expansion
of certain types of education ten years or more before the increased
number of graduates is needed.

33 The report of a 1950 conference sponsored by QNE?;CO
described the methods used in some countries: Educ(_xllon 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,
:clnd 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 Asia3® 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.%¢

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.” ** 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 hoc investigations may be
valuable in certain respects, but they will often point
up the necessity of creating a continuing agency for
the purpose... If more scientists and technicians of
a particular kind are required for development, the
curricula of universities and colleges, the social pro-

37 Educalion 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.” 38

*
* %

‘The * balancing method ” provides the basic means
for relating economic and social programmes (as well as
for relaling and reconciling conflicting requirements
of the programmes in either of these two fields) in the
Union of Soviet Socialist Republics and in countries
with similar planning machinery. This method,involving
analysis of complementarities and the use of projections,
consists in comparing thie prospective availability of
malerials, goods, services and manpower during the
period covered by the plan (or a specific period shorter
than that covered by the plan) with the requirements
for them 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 cconomies with regard to specific materials that
are required for projects undertaken, or encouraged,
Ly the 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.

With experience in planning, the balancing metliod
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 balancing 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, infer 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
differential incidence of specific diseases, estimated
medical capacity to deal with them, future age and
occupational structure of the population, urban-rural
population distribution, and the postulated stan_dgrds
of service. The calculation of the extent of additions
to training facilities is one of the more difficult planning

s W, Brand, “ Requirements and Resources of Scigntiﬁc and
Technical Personnel in Ten Asian Countries ”, op. cit., p. 10.

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. Forexample, 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 most
important single source for the expansion of production
and services, and thus for better satisfaction of the needs
of the population. The “reserve discovery ™ aspect of
the balancing method is of particular importance in a
period when rapid technological progress augments the
availability of traditional materials, by increasing pro-
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.®®

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, maintenance 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 the
capacity of the government administration to adapt_lts
structure and take over this new role. The determination
of priorities and the appropriation of public funds for
development purposes remain questions for political
decision in most countries, but the formulation _a'nd
execution of programmes are generally the responsibility

39 For certain aspects of the balancing method and of its
application, see statement by the delegate of the U§SR to the
Fifth Session of the ECAFE Working Party on Economic Dev‘elOPt
ment and Planning, Bangkok, 23 September 1959, and Bromsla}k
Minc, Planowanie Gospedarki Narodowej (Warsaw, 1955), vol. I,
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-
ture that will ensure satisfactory co-ordination and
integration of social and economic programmes. It is
possible to examine the administrative structure from
a number 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-
ent units concerned and vertically through all levels,
Le., from the highest to the lowest. Secondly, questions
otf 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; such 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.?® 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.” #
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 (nasjonalbudsjetiet) 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 hoc groups of civil
servants assigned temporarily to this task, but it has
not been decided whether such programmes will be
presented in the future.*?

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

4 Samuel H. Beer, Treasury Confrol: the Co-ordination of
Finaneial and Economic Policy in Great Britain, Clarendon Press,
Oxford, 1956.

4 « 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 cconomic and social
development that obtains in an administrative sense
depends, among other things, upon the naturc 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 by the separate ministries and
realized according to executive or legislative decision on
priorities, as funds Dhecome available in the period
covered. In other cases, planning work counsists pri-
marily of research by an expert staff on current trends
and on the implications of alternative governmental
policies, including the social implications of economic
policies and vice versa, thereby providing an analylic
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 are 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 satisfaclory
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 Ministry 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 Lo establish proper working relationships with
other “social” ministries, such as the Ministry 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
Welfare, and became, in fact, an adjunct to the latter;*
formal subordination and then absorption werc the
logical consequences. In the Egyptian region of the
United Arab Republic, also, socialand economic planning
were for a period carried out independently by two
separate and co-equal boards (subject only to co-ordina-
tion by the Council of Ministers), but these arrangements
were abandoned in 1957, as a result of criticism to the
effect that the bifurcation of economic and social
planning and policy-making machinery had ].imited
the extent of examination of proposed economic pro-
grammes from the point of view of their possible sociz}l
implications. Under presenl arrangements, responsi-

42« Planning for Social and Economic Development in Burma 7,
op. cit.

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-cconomic planning agencies have been
developed most extensively in countries with centrally-
planned economies. The planning machinery of these
countries, with special reference to the social aspects,
was described in an earlier report.## Since then, the
arrangements described have undergone important
changes, some of which are 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 onec 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 cven longer. Per-
speclive plans for certain branches of the economy are
also worked out for ten or fifteen years, or cven longer
periods.®* In Poland, the perspective plan is intended
to provide the guidelines for, and to dovetail, several
consecutive regular long-term plans, eacl 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. IFrom the social point of view, the
necessity of meshing economic programmes with popu-
lation projections, and the increasing dependence of
the programmes’ success on the availability of sufficient
professional and highly skilled technical personnel is
of some importance, since the preparation of such per-
sonnel, including the provision of teaching and lraining
facilities, must transcend the traditional five-year period
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 systems
of the cast European countries since 1955. In this
respeci, the Polish reform was the most radical. Under
earlier legislation enacted in 1949 and 1950, the former
Polish State Planning Board was able to exercise consl-
derable influence on the policies of other government
departments; that influence resnlted not only fron} the
circumsiance that by law the Board had a prominent
position as the originator of policies, but also from the
extent of the operating responsibilities that had been

4 International Survey of Programmes of Social Depelopment,
op. cit., pp. 201, 204. )

s N. R. Bychek, The organization of planning for the 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 hecame the crucial point of the
1956-1957 reform of the Polish planning system. 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 Czeclioslovakia. 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 economies.
Decentralization was most radical in the Soviet Union
where, owing to the very size of the country, inefficiency
fostered by over-centralization caused considerable
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 epidemic diseases. In
addition to the preparation of central policy directives,
the responsibilities of the All-Union Planning Board
include co-ordination of possibly conflicting decisions
made by the planning boards of the individual Republics,
and ratification of their other decisions. Operating re-
sponsibility in the social field was also transferred to
the Governments of the individual Republics; in the
case of those Republics subdivided into administrative
regions (oblasti), operating responsibility for certain
social sectors was transferred to the governments of the
oblasti. The regional economic councils established under
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 cultural
fields, such as printing plants and factories producing
medical goods, all of which were previously operated
by the ministries under whose auspices such products
were used or distributed. The necessary co-ordination,
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.4

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 and in 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 precinct
meetings, is largely initiative and advisory. In Yugo-
slavia, however, actual planning and operating respon-
sibilities have been assigned to the municipalities, both
rural and urban. Within the urban municipalities, admi-
nistrative precincts (* housing communities ) are re-
sponsible for the operation of some social services directly
affecting everyday life (such as local health facilities
and centres for the care of children of employed parents),
and corresponding planning responsibilities have been
assigned to these precincts. Thus, in the social field, the
role of the planning organs at the higher levels of govern-
ment is largely a co-ordinating one. The Yugoslav
Government also reports that, “of particular signifi-
cance in the elaboration, adoption and implementation
of social plans is the participation of public opinion
through representative bodies, various forms of social
self-government in the economy and in non-economic
activities. The participation of citizens in the elaboration
and implementation of planned tasks is especially
ensured through the assemblies of voters and housing
communities.” 4

In economically less developed countries where unified
economic and social planning systems are in existence,
increased preference appears to have been shown in
recent years for boards that concentrate exclusively on
planning policy without managerial or operational re-

47 There may be one or more economic regions within tl}e
territory of an individual republic; in the latter case, the economic
regions may, or may not, be coterminous with the administrative
regions.

43 For the role of urban precinct and village meetings in the
planning process in Poland, see * Planning for Balanced Social
and Economic Development in Poland , op. cit.

4 « Planning of Balanced Economic and Social Development
in the Federal People’s Republic of Yugoslavia”, op. cit.
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sponsibilities or involvements. Thus, in Indonesia, an
independent National Planning Council was established
under the 1960 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 liad existed under the earlier and more
involved administrative planning system and which
had been subject to Cabinet control. In Pakistan, the
Planning Commission and the Economic Council, re-
spectively, perform similar functions under the control
of the President. ’

In most countries, planning boards or councils are
deliberative bodies, with control over the variously
named secretariats which are charged with preparatory
planning work and at a later stage with the necessary
legislative drafting. From the point of view of co-ordi-
nalion, the role of these secretarials is pivotal, since
they are 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 are 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,
ete., as well as into divisions whicl are concerned with
the totality of the economic and social life, but from
specific points of view (c.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 hoc technical committees
or panels, consisting of officials and other persons with
special knowledge and experience in the given fields.
In India, there were, in 1959, seven panels of economists
and scientists, including panels on education, health,
housing and regional planning, labour and land reform.
In 1933, the Planning Commission also set up a Research
Programmes Committee to initiate and encourage re-
scarch 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 wo_rk-
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
fave been important mechanisms for integrating the
social elements of plans into the total plann.ing effort.
In Ceylon, for example, the Technical Working Group
on Skills, organized by the Planning Council Secretariat,

made a detailed study of the requirements of skilled
personnel and made appropriate recommendations,
which were included in tlie ten-year plan,®

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 difference 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 State — 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 are 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 affect the continuity of planning, particularly
where cabinet changes are frequent and where the
difference 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 different 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 advisabiljty
of freeing the organs primarily concerned with planning
from preoccupation with problems of implementation
and of day-to-day administration has resulted in the
replacement of previously existing ministries of develop-
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 abolishe'd,. their
operational responsibilities transferred to the ministries
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 dgvelop—
ment planning and administration. Although different
methods have been applied in India, Pakistan, and the
Egyptian region of the United Arab Republic, these
countries are relying on local and regional bodies for the
more detailed aspects of the planning and administration
of social and economic programmes, and for the raising
of part of the funds needed. General policy and guidance

5o See Government of Ceylon, The Ten-Year Plan, P- %4;1211152
« Planning for Social and Economic Development 1n ey
(to be issued separately).
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continue to emanate from the central planning agency
and othe:r 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.

Administrative 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. ¥n
quite a few countries, attempts to reorganize the plan-
ning 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-
rale departments of Government may continue to ope-
rate in surprising isolation from each other. Under these
crcumstances, 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 alloeations 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-ordindtion 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

GCONCLUSIONS

1. The treatment of balanced social and economic
development in the 1961 Report on the World Social
Stlualion is preliminary and experimental. The Report
does not atterpt to set forth an ideal conception of
balanced development with a recommended order of
priorities. It undertakes rather to seck clarification of
the concepts and questions involved, and to approach
the problem of balance from an empirical point of view.
The emphasis is upon the actual patterns of develop-
ment of different countries, their budgetary allocations
Lo economic and social fields, and the methods used
Lo 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 cconomic and social development. The
conclusions that emerge from the present report are
necessarily tentative, in the nature of hypotheses, subject
to 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
fields, the mutual requirements for development across
fields or sectors, the capacities of the economy to sup-
porl 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
il 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 begets poverty. Conversely,

advance in any one ficld will, with some exceptions, be
beneficial or potentially beneficial in other fields. The
exceptions, however, are 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 are 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 stabilily, 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. Thus, 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 cffect. 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 charitab}e
donations or voluntary cfforts, may not be available in
practice for other purposes; the distribution of educat.cd
manpower in different fields may depend in most in-
stances on individual choices, which can result in undp—
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) in other
fields;
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(iii) The value of alternative uses of the same invest-
ment of resources,

Ideal!y, the problem of balanced development might
be said to be the determination of a pattern of resource
outlay (public and private, economic and social) such
that the maximum 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;

(i) Difficulties of measuring economic and social
effects in comparable terms.

7. Much has been learned in recent years about the
interrelation of economic and social factors in develop-
ment, and this knowledge can help to guide develop-
ment policy. Various obstacles to development in the
social scene are recognized (such as extreme inequa-
lities in distribution of income and excessive concen-
tration of land ownership), and much more attention
Is now being given to the role of the human factor in
economic growth, including, for example, the crucial
role of education. Conversely, economic development
is 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.
Nevertheless, much has yet to be learned about the
interrelations of economic and social development, espe-
cially as regards effects that are indirect and variable.

8. There is an important group of social programmes,
including those concerned with distribution of income,
social security and family welfare, where it is particu-
larly difficult Lo 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
effect on economic development in one context, because
it strengthens morale and stimulates effort, may not
have such an effect in another context and may do
little 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
economic development in the long run — as are, corre-
spondingly, social institutions as well as governmental
programmes that serve to enlist or strengthen such
participation and motivation for economic growth.

9. Whereas economic development is measured in
monetary terms, social progress is not.! Social invest-
ments or expenditures that are designed to raise levels of
living directly — e.g., expenditures on medical care,
general education, 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
convertible 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 mauner, in terms of what the programmes
accomplish for development as a whole.

10. Correspondingly, il 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 be 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, bul 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 development of individual
countries, indicating whether parlicular countries are
more advanced or less advanced in measurable social
components than other countries at the same level of
ceonomic development (or conversely, more advanced
or less advanced economically for their level of social
development). This, together with other types of dala,
may contribute to an empirical study of the problem
of batanced development, and may yield information
of interest to countries concerned with their growth
pattern.,

12, Such an analysis, which was attempted in chap-
Ler 111 of the Report, suggesls that various economic
and social factors do notl necessarily have the same
growth trends; health, for example, improves more
rapidly today at the lower levels of development Lhan
at the higher levels, while the reverse is true of national
income and energy consumption. Thus the gap belween
the more developed and the less developed countries
is widening with regard to some indices and narrowing
willh regard Lo others.

13. The comparative analysis of the interrelationship
of sclected economic and social indicators in a large
number of countries suggests the existence of “imba-
lance ™ where there is a particulorly striking discrepancy
between levels of the economic and social indicalors.
The social-economic pattern tends Lo reflect the internal
distribution of income and services. Counlries where
cconomic indicators are much higher than Lhe social
indicators are frequently {hose countries wilh consi-
derable inequality of income distribution. On the other
haind, some high-income countries with a very high
level of health appear fo be countries wilh relatively
narrow ranges of income distribution and particularly
small differences between urban and rural incomes.

I1.  Comparative analysis of Lhe pallern of national
expenditures can also be allempled, as was done in
chapter IV. Such analysis indicatles that public social
expendilure, as a proportion of nalional income, tends
to have a positive rather than a negalive correlation
wilh public economic expendilure. There is a lendency
for the percentage of the nalional income devoled Lo
social expenditure Lo rise as the absolule level of
income rises. Comparalive analyses of public expendi-
Lure patterns are, however, particularly complex and
diflicult, owing, infer alia, Lo differences in coverage and
clussification. Cosls for given services (e.g., medical
services, school instruction) in Lheir relation Lo olher
costs in Lhie country may also vary widely from country
to country, so thal two countries wilh similar per capila
national incomes may spend the same percenlage of
their national incomes on medical care or educalion,
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 Lthe one country than in the other. While
Lthere are a greal many slatistical difficulties in the
comparative analysis of budgetary expendilures, the
subject merits further study, particularly in view of
Lhe imporlance of the national budgel as an instrumenl
for balancing and co-ordinating economic and social
development.

[5. Social programmes in many countries loday
are (uile aulonomous; there is often little consideration
of their economic implications — and litlle considera-
Lion of the social implicalions of economic programmes.
Once a given relative level of budgetary allocation for
a particular field is established, it Lends to be perpe-
tuated. The traditional emphases given by different
countrics to parlicular social fields vary widely, partly
no doubl bheecause of differences in value systems, bul
parlly also because of hislorical accident.

16. In development planning, social programmes
Lhat reinforce economic programmes have a special
and stralegic significance, as do programmes Lhat
economize on scarce resources and exploit idle re-
sources (e.g., idle labour). Similarly, economic pro-
jects thal are most likely to conlribule to the solulion
of urgent social problems should have priority, other
things being equal.

17. An increasingly important means of inlerrelating
economic and social development is the use of projective
techniques and similar methods of analysis which indi-
cale whal the requirements in other sectors will be,
as a resull of inlended or anlicipaled developmentls
wilhin any given sector. The application of these Lech-
niques Lo Lhe social field is still al an carly and experi-
menlal stage.

18. In many counlries, there is no specific machinery
for Lhe syslemalic review and evaluation of mulnal
implications of economic and social programmes. In
olher countries, such review and cvalualion may be
a main function of the planning machinery. In slill
olher countries it is carried oul as parl of budgelary or
legislative policy, or as parl of the operalion of a p}an—
ning oflice thal sels forth Lhe implicalions of various
policies. In countries with planned economies there has
been a lendeney in recenl years lowards dccanr.ah—
zation and exlension of the period covered by planning,
while planning offices are being divested of any mana-
gerial and operalional responsibilities in the cconomic
or social ficlds. Tivaluatlion of lhe efTectiveness of differ-
ent administralive arrangements for the planning an‘d
implementation of social developmenl programmeces 1n
connexion wilh economic developmenl programmes
calls for further study al both national and international
levels.
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