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Foreword® =
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The Economlcs-Pohtlcal Scrence (EPS) pubhcatxon serigs is part ofa pro]ect the
" Joint Council on Economic Educatich began in 1973. 'The undertaking resulted -
froma recogmtlon tHat teachers needed information-an how fo,deal with complex
social issues in their classrooms. The J.M. Foundation, Whlch hasa strong, long- -
term commitmient to’ improve the quality of educatlon in citizenship, provrded
the JCEE with the mftlal grant to launch EPS project. : v
'The first step was to hold a national orkshop at which key educators were
. shown how to teach more effectively about these issues. Five regional workshops . -
followed. Funds for thése phases were_ provided by the J.M. Foundatlon, the " -
~ Exxon Company, U.S.A., and the Lilly Endowment, Inc . .
.- The next step, was to develop teaching materials. Confinuing grants frpm the *
J.M. Foundation and the Exxon Company, U.S.A., enabled the JCEE to begin,
preparing resource guides ona number of questlons that hadimportant edonon'uc ,
as well as political aspects. &
* This is the fifthpublicationin the EPS series. beheve the serjes to be espe—
-~ cially valuable because of its interdisciplinary focus and because it uses teaching,
. strategies that have significant, measurable outcomes. The project is also note- -
' worthy because ithas brought together people of diverse backgrourds: specialists
in academic disciplines and in education as wcll as. hxgh school teachers from
, systems of various, sizes'and kinds.- .- S o ’ .
" We acknowledge with gratitude the support of the funders fgr their help in -
: making this "pro]ect possxble We also thank-all those regponsible for the dével- -
opment of this Series, in particuldr, June V. Gilliard, Director of Curriculum of . -
the Joint Cauncil and the project’s director as well as her predecessor, George "
A. Fersh, Valuable adv1ce and assistance were provrded by Anthcny F.-Suglia’
~and S. Stowell Symmes of the ]CEE staff and’ George G. Dawson, a former JCEE
staff member who is now director of the Center for.Economic Educatlon at Emprre-
- State College (State Umversrty of New York)
e L j . \_ Michael A} Macoaweu o
i - ’ - -+ . President,.JCEE -



Preface @ . , . "
Organization and Uses of Unit Resource Material - . [
* "Policy decisions affect eve}yoné. ,Conseqﬁently, it is important ﬂ'la’t's;t;u_aexifé -
acquire the knowledge and skills necessary. for understanding the major, policy )
questions facing our society and for participating effectively in the progess of
public debate and public decision-making. : e g,
Analyzing Economic Development Policies of Developing Countries is the fifth in a=
series of resource guides focusing on economic-political analysis of con temporary
.public policies and issues. In developing these Economics-Political Science (EPS) - .

guides we have spared no effort to make the contents as wxdély useful as possible. -
The guides are designed to be'used by high school teachers with:instructional
responsibilities for economics, government, United States history;"p‘r_oblems of
democracy, or other social studies courses dealing with contemporary social issues. "
The resource guide on economic development policies of developing countries ,
consists of several_.components, each designed to:serve specifi¢ curricular-or .
instructional purposes. The Introduction provides a general explanation of the
conceptual framework used throughout the seties for analysis of policy issues..
It also provides a model teachers may. use fo‘r.}exter'ld,’in’g the study of economic”
development policy or for creating additional units dealing with economic-polit--

a s

jcal analysis of other matters of public debate and concern. , L
. The Topic Overview has two- purposes. First, it provides the teacher with ~
background, information on economic and political issues that confront devel-
. oping countries as they attempt to formulate pgl,is‘:wa;g;'_,economi’c development.—
-Second; it serves as a ‘concrete eéxample of how the conceptual framiework described . '
in the Introduction is applied to the economic-political ‘analysis of policy issues,
" The instructional activities deal specifically with pedagogical questiops pertaining -
to/the why, what, and"howof teaching about economic development policies of
developing countries. _ N
.. About . two weeks of study are need&ditor complete all the suggested instruc- -
'tional activities in the sequence presented. It is anticipated, however, that some
/ teachers will wish to use the material in other ways. Therefore, the activities are
/' designed so they may be used sing‘lyN orin varipus combinations, depending on
-ﬂg}qamount of time the teacher wishes to devote to the topic and the needs of
, the particular student group being taught. To assist teachers in determining which
activity or combination of activities is most appropriate for their students, each
instructional activity has been keyed to the objectives it is designed to achieve. -
. We wish to express our appreciation to the writing team .that prepared the
material for this, the fifth unit in the EPS series. Special thanks are due Lawrence
'A. Mayer and Ester Moskowitz, who edited it for publication. ‘

]une_‘{/. Gilliard =~

¢ Director of Curriculum, JCEE
" . EPS Project Director. '
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_ S LAURENCEE LEAMER ANb PAULA Smm-r ' I

A central purpose of this series’is to help students.

- in learning to view society and its problems from both
economic and political perspectives. This can best be .

I‘NTR‘GDUCTION

&

o - < n

“are llmrt’ed relatlve to, the practrcally unlimited wants

“done through study of specific questions, each Of/WhICh :

entails an economic and political analysrs of a d1st1nct
social problem. -

: :
Economics and polrtrcal. science are complex mtel:.l

lectual “disciplines,” each having an”extensive body

of theory and methodology. As such;,-their applica- .

~tions'in the diverse areas of. policy decrsron-makmg

smay leave the teacher searching” for.cettain. “essen-. -
-certain core ideas—With which.to explainmat- ';- :
rs to the student ‘Such essentials can be found in.a
er of basic concepts that mark,each dis-.- "
_crphne These are presented in separate statements "
below, followed by. a brief discussion -of how those:
* concepts may be combined to provrde an integrated

tials”—

approach to the teachmg of economrcs and political

scrence .
\ .x' "

1

1. AN ECONOMICS FRAMEWORK FOR *~ ¢ '

ANALYSIS OF POLICY ISSUES! . .

Tt is useful to think of the- concepts that form. the -

bas15‘fon econo‘mrcrunderstandmg in térms of several
broad ”concept clusters.” The diagram pxovided in:

Flgure'1 (page’2) illustrates how these clusters and’

subclusters are combined to form a schematic frame

“work for economics “curricula and instruction..

Every econorny, however it may be orgamzed faces'
the fundamental problem. that economic resources.

.(natural resoﬁrces human resources, cap1tal goods)

A

Laurence E. Leamer, who is the-author of. several JCEE publica-
tions, was a professor of economics at the State University of New -

York at Binghamton previous to his retirement. Paul A, Smith is

sprofessor of political science and du:ector of undergraduate pro-.

grams at the same institution.

1. Adapted from the January\977 unpublished report prepared
‘by W. Lee Hansen, chairman, Framework Committe for the "
Joint Counol on Economrc Education Master Curriculum Project.

S

y.

» of people in the economy How people allocate these
.Tesources among manj competing human wants var-

ies greatly among different economic systems. One

-broad class of systems solves this complex’ problem .
largely by reliance on tradition (e. 8-, some less de-’ .

. veloped econorrues) another one by “comimand” (e.g.,
_ centralized economies such as China and the U.S.S.R.),
.and a third class by a decentralized market mechanism

"(e.g., the United States and most Western European B

-+ nations). In reality, ‘most economies,are mixed in their
use of the,three approaches and in the economic in-
dtitutions they havé developed; and the approaches

important to recognize that other systems face the same -
‘central economie problem of scarcxty, although they
deaI with it drfferently

When examining any econoinic system it is heipful

and instifutions change with thé passage of time. We |
“focus primarily on the U.S. economic system, but it is. -

)

“.toTook both at its parts (microgconomics) and the whole

‘(macroeconomics). Int microeconomics independent -

elements can be explored; such as what products are
produced how much a firm produces, how much'in-
‘come a family earns, or why corn prices are what they

are. But some problems require an analysls from the -

perspective of the total (macro)-economy. Then econ-

omists examine aggregates such as general price lev-

"els, gross national products, employment levels, and
other phenomena.
* i our largely private enterpnse economy (leavmg
- government aside for a moment) competitive market’
prices are the dominant mechanism used to allocate’ -
scarce resources. Perfect competition rarely exists in
the real world, but the competitive market provides
us with a-model of how markets ”should” work when
- no‘individual is a big enough part.of the total market -
to have any personal influence on market price.
. In striving to maximize profits, - ‘businesses try to’
produce at the lowest possible cost those goods and
-gervices that consumers are willing and able to buy..
In some cases they also seek tb influence consumer .
‘"demands through advertising and other selling activ-
ities. They draw productive resources (such as labor,



LR
B [

"~ FIGURE'1 - -
Framework for AnalySIs of Economlc Polucues and Issues

Systematic anaIySis of economic poIic1es requires - N i
. - [ IDENTIFICATION OF ISSUES -
-Issues Pertaining to . - ' } --Issues Pertammg,‘ N lssues Pertammg
Relative Role of the - 1 to Overall = ~ to Distribution
Market vs. Government - | o Perform \ce of . . ofIncome -
, Action = - o the Economy = - : o e

. A
."' :

. At
A . L . [

- |KNOWLEDGE & APPLICATION OF BASIC ECONOMIC CONCEPTS

RERTASEE ' ' oo
L et ' TheEconomxc Problem IR

<

which arises from scarcity and the need for ehoice, and necessﬂates the deveIopment of

g - A .

N | Economic Systems . . o ., o
. . . B . , » . . ‘ ", L
for resolving problems and issues. dealmg with what to produce how to produce ‘how -
NS : mych to produce and how to distribute the fruits of production: =~ . . R
. Mlcroeconomlcs Resource Allocation, and Macroeconomlcs. Ec‘ori_omie :
: ‘ lncome Dlstnbutlon etc. : _ .Stability and Giowth, etc. |
KNOWLEDGE OF ECONOMIC lNS;l'lTUTIONS.
‘o which provides the factual and behavioralvbackground neéded to apply econopmic concepts

- <
- . . .
N

EVALUATION OE. ECONOMIC ACTIONS AND POLICIES

which necessitates distinguishing‘ between

Questions of Fact or Prediction vs. Questions of ]udgmént or Values

/ -
- . v

" by applying

Measurement Concepts ,

/ S ' . for assessing economic performance,

identifying . L

S \,7 . s Goals/Values.

to-be used as criteria.for evaluating policy aiternativ‘es,i
N: .oand

-

weig}\g policy choices in terms of
12

,’I:rade-ofﬁg among Goals &
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land, and machiinery) into those enterprises where they

will contribute most to meeting consumer demands.
While doing so, businesses pay out incomes to work-

ers, landowners, ‘and other suppliers of productive:

services who are also. frying to maximize their eco-
nomic returns by getting the best possible value or
price for what they have to offer. These incomes, in
turn, make it possible for income receivets to bid for
goods they want. Thus markets in which prices rise
and fallin response to changing demands and supplies
provide the mechanism that link's consumers and busi-
nesses, each group seeking to-make the best of its
position and abilities, yet each dependent upon the
other. In econontics, this is described as a circular flow
model of thé economic system. Individuals and busi-
nesses who save part of their income:and make these
savings available for investment in new productive
facilities or in human beings increase sociéty’s capacity

to produce in future years. Asa resultanother tircular - -

"flow exists, connecting those having funds to invest
and those'seeking funds to be invested. = ... -

-~ Individual freedom of choice is central to the way
the largely decentralized, market-directed American
‘economy defines its goals and allocates its limited re-

sources. But those individual freedoms of the con-,

sumer, wage-earner, .investor, and entrepreneur are
- limited by laws and_social instituti
-individual and society. Thus, markets and prices, re-
flecting shifting demand and supply conditions, are

the main: regulators. of the allocation of scarce re- Y

sources in the production of the'most desired goods
and services; but government, unions, trade associa-
~ tipns, and other institutions help to set and enforce
. the rules under which competition takes place, an
sometimes participate actively in the progess of pro-,
duction and distribution. R

ons proteét\ing the’

s

* ments in technology. Response to these questions calls
~ for a descriptiqn of how the total economic system or

its parts behave under conditions of free competition
and vafying degrees of restriction. A related set of
questions pertains to “what ought to be done.” What
ought to be done, say, when rising prices forany com-
modity (e.g., oil, lumber, sugar, or coffee) become a
political issue? This involves thinking about whether,
to rely upon the operation of market forces or to rely
upon publicaction via govérnment policy such as price
control, rationing, special taxes, and the like. Another
way of phrasing the question is: When “should” direct
government action be ‘used to allocate resources. dif-
ferently from the way the price system would allocate

_ them? For example, should local government act to

There are two general types of queries fundamental

" to understanding policy issues. One concerns ques-
. tions of fact or prediction: What is known about, eco-

nomic behavior? Or, if we undertake some action, What .

will be the predicted effects? The other type concerns .

ques'{ions of judgiment or values: What ought to be done .

to alter economic behavior? Should we undertake a
particular policy or not, given that various people and
groups may be differently affected? The failure to dis-
tinguish between questions of what is and what ought
to be is the cause of endless confusion and can lead to
‘inappropriate policy analysis. )

- As we sort through the vast array of questions and
issues coming at us from newspapers, television, po-
litical campaigns, and ‘our, involvement in economic
life, we find that most of them can be grouped into’
the following three broad categories:

Onemajor set of issues coricerns the relative role bf private

- carry out our policies?

allocate energy sources, such as oil or gas: Should gov-
ernment continte to subsidize shipbuilding, farming?

" Most of these questions concerh economic efficiency.
‘To consider appropriate public policy aboutsuch ques--

ions, one must first determine thé consequences of

/choices, analyze them relative to desired results and
. values, and then make what one believes to be the
_ most favorable policy decision. But other questions of

government action relate closely to economic equity.
For example, should government raise gasoline taxes
or use a'direct quota rationing system to allocate lim- .

itedgasoline supplies? Only after a detailed exami-

nation of all the possiblé effects would one be in a |
position to reach a judgment.. :

' _ _ e
Another important category of issués relates to the econ-
omy’s performance. What ¢causes” inflation? What

~ “causes” unemployment? What “should be done”

about inflation or unemployment? What policies should
be pursued when upemployment and inflation exist
simultaneously? What “causes” economic growth?
What are some of the benefits and costs of econo ic .
growth? What is the long-run relatipnship between

_economic growth, population, and employment? Be-
‘tween economic growth and the environment? What -

is the “appropriate” rate of growth? Should" we at-
tempt to speed up or slow down economic growth, or
pursue a “no-growth” policy? What is the best way to

PR 0
A third major category of issues relatés to the distribution -
of income produced by the operation of market forces and the

. redistribution of government actioir. Again, itisimportant

"“to separate ”is” from “shou]d'be” issues. What is the

current distribution of income? What produces this
distribution? To what extent does this distribution per- -

‘petuate itself? What is the effect of existing and of

proposed government policies on income distribu-
tion? Should policies be adopted that are designed

“ - explicitly to change the distribution of income or eco-

inarket forces and government actions, On these issues we .

- are’interested in knowing "what happens,” or what
"is likely ‘to happen, in response to a charige.in the
demand for, supply of, and the resulting prices of in-

nomic well-being? Should the tax structure be made

* more or less progressive? Should schools continue to

- be financed largely by property taxes? Should policies
~ desjgned to improve economic efficiency be adopted

dividual goods and services; to changes in the supply .

and demand for labor and capital; to new develop-

; ’

-

-3

if they affect the distribution of income? Should gov-,
ernment subsidize the housing of elderly and low-
income renters? These issues, some immediately vis-

v
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ible and others hidden just below the surface, appear A person or a group choosing one good instead of
-to be critical to virtually all the questions posed earlier. another is making a frade-off—(that is, giving up less
They come up in any evaluation of how the market of one thing for more of something else. Society has
system works, in determining whether collective de- td make trade-offs too, e.g., between its need for more
cisions alter individual economic decisions, andinas- =~ energy and its desire to preserve the environment.
sessing the extent to which inflation, unemployment, Essentially this involves comparing the various costs
and growth affect the general well-being of the pop- and benefits of each of the.alteinatives and determin-
_ulation. Who gains and who.loses, and who should ing how these costs and beriefits will affect different
gain and who should lose are the questions that best groups within the économic system.

summarize what is at stake here.
S

Goals or criteria provide a means of evaluating the

.- There are several reasons why unequivocal answers performance of not only an economic systemand parts
to these and similar questions are not readily available. of it, but also of existing programs and proposed new
Econorpic systems are complex, and an understanding policies, However, many of the goals conflict, and dif-
of these systems requires a conceptual framework, fac- ficult trade-offs have to be made. Examples are farm

tual and cultural information, the application of anal- - -Price supports, which promote security but reduce ef-
ysis, the making of judgments, and the determination ficiency; minimum wage_laws, which can be thought
of action to be taken. Mdreover, our ability to know of as equitable but may increase teenage unemploy-
exactly how effectively the economy and its compo- ment; and wage-price controls, which may restrain
nents function is limited by difficulties in obtaining - inflation, but also reduce efficiency and freedom. Eco-
accurate and timely measurements of economic activ- nomicanalysis does not make explicit value judgments
ity. Finally, a variety of unanticipated eventsaffects in these policy areas, but it does help people to un;-
economic activity, and thereby makes it difficult to derstand_the nature of the trade-offs so that they can
predict accurately the results of specific economic de- form their own judgments in the light of their own
cisions. Unlike the physical sciences, carefully con- .. values. Perhaps most important, it encourages use of
trolled expleriments are difficult to “undertake in areasoned approach in dealing with controversial eco-
economics. . T C nomic issues. 4

Even if our understanding of the economy and-eco- - : . e

nomic decisiori*making were vastly improved, we still 2. A POLITICAL SCIENCE FRAMEWORK FOR
could not expect all disagreements on economic issues ~ ' N

and questions to be eliminated. Certainly, some dis- . - ANALYSIS OF POLICY IssUEs?

agreements will b‘?,,{§9!,‘fed as our understanding is The political scientist uses certain major conceptsto
increased. Many disagreements will persist, however, find meaning in the world of politics. These concepts
bega\gse of differences in judgments about the actual direct.attention to the significant qualities of any po-
orprédicted effect of specific decisions, and still others litical system and provide measures of its effective-
will remain because individual economists, as do most ness. - As in other intellectual isciplings, there is
individuals, adhere to,_different. sets of values. ’ considerable disagreement in pélitical science about
. The heart of economics 1s deasmn-r_pakmg_-—_—-choos- what things.are. important and how they should be
ing among alternatives. But economic decisions.are studied. Nevertheless, while political scientists might
‘not made in a vacuum. Rather, they are made in the argue about -exact definitions and._preferred ap-
lightof a set of goals. These goals vary from one society proaches, the following concepts provide-us with
-toanother, from one group toanotherwithin asociety, working tools for political analysis. Each of the prob=
-and from one individual to another within a group. lems we shall be addressing in this series is a problem
Among the goals most evident in the modern world ¢ public policy, and thus its solution—or nonsolu-

and particularly in American'society are freedom, eco-

+ tion—must i litical, decision-making.. These
nomic efficiency, equity, security, stability (full em- . [on—must involve political. decision-making.. These

“concepts will provide the means for understanding

ployment and the absence of inflation), and economic that process.
progress. : o . :

Economic decision-making involves the opportunity .’ @ The first concept is authority. By this we refer to the
cost principle. It refers to what must be given up, i.e., legitimacy that a political leader or procédure or policy
to opportunities forgone when scarce resources are . has. A political action is authoritative to the extent that
used to produce particular, goods and services. A de- itis accepted as right and proper by the community it
cision to produce one good entails giving up the pos- affects. Authority, therefore, is a relationship that arises
sibility of producing something else that uses the same not from the will of governors but.from the beliefs of .
resources. The cost of producing that “something else” thegoverned. What gives a political decision authority
is the opportunity cost of producing the good chosen. is usunlly its connection with some basic procedure or

T

.For an individual, the opfportunity cost of something
purchased is the price of whatever could have been

bought instead. Opportumty costs f01_‘ asocietyarethe . 2. The statement of political science concepts was prepared b
costs of the alternative uses-to which it could have put . . Professor Smith, with the consensus of the other political sci-!

its productive resources. - * entists involved in the project.

’
-
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institution that the community views as a fundamental
value. Often this is expressed by some historical event
or document: For example, we say that the U.S. Con-
stitution givas the President authority tocommand the

-armed forcés and the Congress authority to declare -

war, while neither has authority to do both.

Of course there are many kinds of authority—inart, -

science, religion, and so forth—all inpvolving stan-
dards of performance or truth. The distinctive a5pect
of political authority is in its relationship to social
“power. “The state,”we often say, embodies the au-
thority to make “final” decisions affecting social values
or, more specifically, to use coercive force. Political
authority is a tricky concept because it is often con-
fused with power and because its exércise almost al-
ways nfeans that some members of the community
mustdo things they don’t want to do. This complicates

the quality of approval implied by authoritative acts. -

-Authority wanes as this complication grows.

e Our second concept is power. Power is the capacity
to get people to do things they would not otherwise
do, with political power activating instrumentalities of
collective sanction—customarily the state. Obviously,
power has many sources. It can “come out of the mouth
of a cannon” or it can rest on such forces as love,
money, oratory, knowledge, or. authority. Like au-
thority, power expresses a relationship. It rests on
shared values and-.unequal resources. Power is au-
thoritative only when its exercise is accepted as legit-
imate by the community. When power goes beyond
authority, deep conflicts occur in the community and
governments must use more force and coercion to sus-
tain themselves and carry out policies. We ordinarily
- think of democtatic government as a model in which

power and authority overlap and where explicit pro-

cedures of consent are used to determine authority.

~

The distribution (who has how much) and exercise of .

‘power are thus key factors in the way problems of
gﬂblic policy are handled in the political system.

e Although we have used the term ”public pol:icy” as
if it were a simple and commonly understood concept,

in recent years political scientists have given consid-
erable attention to its meaning and analysis. One rea-
son for this is that it is often difficult to know when
- an action is or is not part of a “policy,” and when
nongovernmental institutions actually might be “mak-
~ ing” policy. For our purposes, this third concept refers
to patterns of action by government that are directed at
recognized social problems. Thus we think of public
policy not as one actipn but as a series of actions having
political authority and aimed at some coherent set of
social needs. Policy, therefore, is something that re-
sults from what government does and that reflects the

power, values, ‘and’skills of the political,communit%r;

@ In order to deal with the multiple group and indi-
'vidual actions that go into policymaking, .political sci-
entists often use the concept of process. This refers to
the dynamic relationships—especially. the relation-

ships of influence—among those who take part in the -

’

various steps through which policy is suggested, for-
mulated, authorized, changed, and so forth. Some-
times the “policymaking process” refers to what
happens in the political system as a whole, and some-
times to actions leading to a particular policy or set of
policies. In either case, r‘rocess‘is always active in na-
ture, and the.term emphasizes that governing or pol-

.icymaking cannot be described adequately by formal
structures of authority or power.

® This brings us to our fifth concept, institutions—well-
established and “structured” patterns of behavior
through which poweér is exercised and governmental
actions are taken. Congress, the Presidency, the Su-
preme Court, political parties, elections, regulatory
agencies, and city councils are all political institutions.
Each of these is composed of a distinct structure of
rules, procedures, roles, expectations and rewards; and
each serves certain functions. In America institutional
development is well advanced and policymaking is
largely channeled through certain types of political
institutions designed to “produce” policy. Since in-
stitutions are by definition well-established, and ele-
ments of ‘their structure are often defined by formal
rules (laws), political institutions tend to embody large
amounts of authority in their respective areas of ju-
risdiction. Indeed, we often refer to persons who hold
positions or offices in government as “authorities.” So
ystrong is this institutionalization that political activities
outside of thenJ are often viewed with suspicion, if not
outright opposition. For example, street or courtroom .
demonstrations are usually treated as highly contro--
versial and “put of order” in the American community.
Political institutions, therefore, tell us a lot about
public policymaking. As embodiments of authority,’
they are preferred channels for political action and
power. They are not only natural targets for those in
the community who wish to influence policies, but
also are guides to who has community power. For
example, congressional committees are the focus of
political activity by those community interests over
which the committees have jurisdiction; hence,-those
same committees uSually become biased in favor of
those very interests. The same-thing happens to reg-
'ulatory agencies. It is easy to see, therefore, that most

‘ K/?licy processes occur in and around institutions.

oreover, important relationships develop between
political institutions and other types—economic in-
‘stitutions, for example. Business corporations, labor

- unions, and markets have close and complex ties to

political institutions ranging from committees of Con-
gress and federal regulatory agencies to small-town

~ governments.

® Our sixth and last concept is political participation—
activities that are part of political decision-making, the
results of which are supported by the power and au-

.. thority of the state. The first point to be made about

participation is its diversity. Voting is probably the

- form of participation most Americans would think of

beforc'any other, since free clections arc an institution
in America. But for those of us interested in public
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policymaking, other forms of participation are more
useful—writing letters to members of Congress, direct
lobbying, or contributing to political campaigns, for
example. Bribing or assassinating or providing infor-

mation to government officials are other examples..

These remind us that some forms of participation are
more legitimate, more costly, or more effective than
others. ' :

A second point about participation is apparent from
the above description: some members of the com-

munity participate more than others. Although it is .

not easy to summarize the enormously complicated
nature of this point, as a rule the more resources of
wealth, skill, or status people have, the more and more
effectively they participate. The fact that this gener-
alization can be made for every known political system
has obvious implications for the distribution of power,
the nature of policymaking, and the outcomes asso-

ciated with policies. Democracies pride themselves on

expanding participation, and this is a public value in
the United States. Even so, the general relationship
between resources and participation remains. More-
over, participation is greater in some areas of policy-
making than in others. For example, fewer Americans
“decide” the level of defense expenditures each year
than where bridges will be built over inland water-
ways. Rarticipation must be measured and judged not
only in terms of amount, but also in terms of quality
,and breadth. Some men and women might participate
with great intensity (and effect) in a relatively narrow
area of policy, while others might participate over a
wider range and with less effectiveness in any one
area, Thus political participation is many-faceted and
complex. - :

Looking back on the six concepts we have singled
out for special emphasis in the understanding and ap-
plication of political science, we see that each one in
itself has a good chance of becoming an arena of con-
troversy in the policymaking process: Does a particular
policy represent an “abuse or a mﬁlﬁiestr'ibution of
power”? Did the policy process wrongly exclude de-
serving groups in the community? Does government
intervention constitute a “misuse of authority” or the
“abridgment of rights”? The reason for this i$ that these
concepts not only involve description and analysis of

politics, but the evaluation of politics as well. Each car- .

ries with it values and standards: How much power
is good? What extent of authority is’ proper? Who
should participate, and in what way? And beyond this
is the quéstion of political effectiveness, the capacity of
the political system to act, towork, to get things done.
Remember that: Mussolini was originally compli-
mented because “he got the trains to run on time”
(which later turned out to be questionable). So the

effectiveness of a governing arrangement orof a public

policy also becom¢s (and hardly surprisingly) a cri-
terion of value.

Finally, we are left with thé question, “What-is-pol-
itics?” Political (or “public”)authority, power, process,

Holicy, institutions, and participation all involve con-
i

cts of value. Politics is the working out of these con-

- attention on the in

[}

flicts so that policies can be made and governments
can function. In democracies politics is marked by bar-
gaining, compromise, and accommodation, and it is-
this meaning of politics that is most common in Amer-
ica. Where there is policy unanimity within a political
community or, where policies are imposed on-a com-
munity, there is no place for politics. Politics, there- -
fore, occurs where there is conflict over social policies
and where those conflicts are resolved .with a mini-
mum of value loss to any particular interest.. Some
members of the community will win, others will lose.
Some will get more than others. But the gains and
losses will be limited by the process of politics. Politics -
is often looked uponas a necessary evil, with suspicion -

‘and skepticism. Butas yoi consider the different prob-

lems of public policy, and the conflicts and contro-
versies over solutions that divide the community,

- imagine what policymaking would be without politics.

It would be policymaking of absolute unanimity or
absolute coercion, or both. Neither of these is con-
sistent with our basic ideals of individuality and the

free and vigorous expression of ideas.

3. INTEGRATING ECONOMICS AND
POLITICAL SCIENCE

While economics and political science are-separate
disciplines, it is important to keep in mind that they
have much in common, and that in effective analyses
of public policy tley almost always must be used to- -

" gether. Indeed, “political economy” itself has a long

and distinguished tradition as an intellectual disci-

.pline. The similarities. and differences between eco-

nomics and political science are summarized in .
Figure 2. . C .

Both economics and political science are concerned
with human values and with the decisionsabout those

values that have social consequences. Both disciplines

- are social sciences, which means that both have similar

standards of scientific logic, evidence collection, and
construction of theory. In short, they sharea commdn
emphasis on verified explanations ot;p%t}ﬁems of social -
life. Both, therefore, are concerned Yith social prob-
lems. See Part Il in Figure 2 for a sumixiary of the four
steps in a rational approach to the study: of social"
problems. : .. : ' ,
But the two disciplines differ in their framework for -
analysis, institutions, fundamental concepts, and

e
_of evidence or “data” they most commonly emp?;r;.

Economists and political scientists have'therefore de-
veloped different areas of expertise. Economists are
experts on the vast array of stable and changing con-

. ditions that are related to the distributiorr and ex-

utions or arenas where these
economic decisions take place. The mosf notable are-
nas are what econonists call “markets,” in which prices
are'determined by the decisions of buyers and sellég;.
Here the data are commonly in the form of units of
economic value—money—which have the great ad-
vantage of precision and comparability. -

change of goods’ and&ewiees. They concentrate their
' 8
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- FIGURE 2
THE susuacr MATTER OF POLITICAL ECONOMY

)

A Framework for Analysls of Polrtr

‘s

cal Economrc Pollcres and Issues

.

g ~ ECONOMICS v ~_ POLITICS .
_(Economlc Sclerice) . -" ) {Political Science)
N S
- . 'FOUNDATION L .
* THE 'ECONOMIC PROBLEM ° ’ " THE POLITICAL PROBLEM" .
(Wants > Resources —» Scarcity, i.c., our wan Yexceed .~ (Conflicts of interest)
available resources and therefore scarcity exrsts)p ] . ' S
' ' THUS o

Polltlcal cconomy is the study of the methods by which soc|ety—

employs its reSOurces (human, cap|tal natural t|me) product|vely
for the fulfillment of human wants. ‘

Economics is a study of how a society decides— o
a. What wants to produce (i. e what wants to fulfill) and how '
much to produce :

b . How to produce most efficiently (i-e>, how to allocate re- ——.— .
) resources most productrvely to their alternatlve posslble uses)

3

"¢. For whom to produce (i.e., whois to get what and how much®
and how is th|s to be dcclded)

oward these ends

BEPE

resolves conflicts of ‘interest over the authorltatlve allocatlon of -
- values; thus a study of" power ! .
. o

Polltlcs is a study of how a society det:ldes- 57
. What goal valties are to be sought and given authonty

. How societies are to be organized for the pursuit and use of o
__power and authority (i.¢., m mechanisms for resolvmg conflict-
ing valises, achieving socxal goals) e :

. For whom the organlzatlon exrsts (I e, who gets what' whose
+_ goals are served?)

T

L
to its particular institutions.

Both economlcs and pohtlcal scrence usually employ a problems approach lnvolvmg four steps—

" Definition of the Problem-What désired goals are

a.
How does “what‘ls" confhct with what many thmk

Economlcs is concerned with problems relat|ng partlcularly to the goals
of— : K

S 08 :'Efl' clency and productlvrty L
© 2. Growth '

3. Stablhty (both full emp mei
4. Secunty Sy oy -
5. Equityin thedlstnbutlon of mcome o

‘and general price stability) . <"

Polmcal cconomy is the study of social problems relatmg both to the functronmg of the orgamzatron asa whole and

oL

believed to be |nadequately served by exxstlng institutions?
“ought to be™?.

P?llllcs is concemed wnh problems relatlng partlcplarly to the goals
of— " )
R B Justlce in the exercise of power

S Equrty ln thedlstnbutlonof power(mcome, deference,
secunty, influence)

3 Freedom (both limits on the use of power and access to
resources needed to realize mdlvrdual potential. -

4 Effcctlveness

£y

b. Understandmg of the problem—What concepts, what analytlcal tools, what facts do economics and polltlcal

science have to contribute ta an understandlng of the problem and its'proposed solutions?

What do we know about how productively Tesources are bemg em-
ployed for the fulfillment of. human wants related to the problem and
the consequences for other values? '

What do we kndw about value conflicts (i.e., conflicts of |nterest)
related to the problem, how they are bemg‘resolved and the resulting
allocatnon and use of power?

Publlc pollcy altematives—What are the|r economl
-and groups, |nfluence policy decision 1nak|ng?

What will be the probable consequences, bothi in the short run and lorig
n'r)n (th’e seen effects and the unseen), ‘for the economic goals stated
above?

o

[

~

Thus what pollcy altematlves w|

c and poI|t|cal |mphcat|ons? How may C|t|zens, as individuals .

. Whois proposmg what and why? How does pr|vate interest relate to -
publ|c interest? What are the probable'consequences for the polltlcal

; goals identified above? .

i bring the greatcst net realization of values?
Le., resolutlon of the problem with a minimum value loss to any partrcx-

o .-
.

l.e., amore optrmal allocatlon (use) of resources (s that | thelr .
argmal value products in all alternative uses will be equal) ’

. Which policy alternative is most compatible with one’s economic ph|losophy (i.e., one’s view of the

proper role of government i

. pant anda maxtmum value gain to all. <

s

n relation to the economy)?

- d Acﬂon—How may one |mplement one’s views? . .,
. How does one act as consumer, producer, as a member of an mterest ' ; How may one as a citizen or leader partlcrpate in polltlcs tobe most -
_ groupto bring about desired changes" . effcctlve in bnngmg about desired changes? . -
' D o
b .
7

ERI
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Polltlcal scxentlsts,
on the distribution and use of social power and on the

institutions through which_that ‘power is mobilized

“and made authoritative. Most notably, these are in-
_ stitutions of government, political parties, and elec-

" tions, Since there are no measures of power or authority.

comparable to those of money and market value; po-
litical scientists use various forms of data to study pol-

itics, including votes, opinion surveys, laws, and

judicial decisons. Itis also true that just as economists
recognize that actions of government affect economic

. conditions directly and indirectly, political scientists".

" knew that economic resources are sources of social
power and that econeimic 1ssl,1es are a major element
of politics.

- Insofar as alternative socxal goals can be assxgned

* economic values and markets exist in which those val-

"-ues can be expressed and measured, economic anal-

ysis can be used to judge the desrrabxhty of proposed
policies. Cost-benefit analysis is one way of determin-
_ing desirability: actions will be undertaken if the ben-
~ efits exceed the costs, but will not be undertaken if the
costs exceed the benefits.

When, however, human values cannot be measured :

as economic goods, or when markets are for some

& .

onsthe other hand, are experts -

kz

reason (such as monopolxes) not, effectlve in then' pnc-

" ing and distribution functions, then policy decisions

tend to be moved from the economic to the political

. arena. The realm of politics can encompass conflicts
among alternative human valuesand social goals of -
.all sorts, with the resulting policies being enforced
.through the power and authority of government. For

each of the social problems treated in this series, you

. will find it interesting to observe how economic and
political factors together contfibute to both the cause:

“and possxble solutions of the problems and how social -
scientists ‘ana}yze in their: distinctive ways what the

" problems are and how they might be solved.
" While we recognize the importance of the other so- .
.cial sciences and the extent to which they enhance
" ‘one’s understandmg of public problems and issues,

our aim here is to combine only two of these disci-
plines: economics and political science. The teacher -
resource materials contained in this and other units in

" the series provide concrete illustrations of how eco- -

nomics and political science may be combined to en-

able students (1) to analyze and understand policy ~
" issues and (2) to patticipdte effectively in the political
process through which policy alternatives are exams,

med promoted and acted upon.
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PERSPECI'IVES ON ECONOMIC DEVELOPMENT

TOPICOVERVIEW  * &

ROBERTJ HIGHSMITH AND LYMANH HEINE '- S -

INTRODUCTION = . .

* Economic development "has proven dxfficult to

~achieve in most of the. world’s poorer-nations despite ,
several decades of effort by these nations and several
decades of assistance from. the richer countries and

international organizations. Here are examples of the -

problems that many poorer countries continue to face.

° Roughly 70 percent of the world’s people $who live

. in the 120 or so of the less developed nations receive
- about 15 percent of the world’s income. :

® About half the population in.such countries is too
' young or too old to work (c pared to 30 percent
in the richer countries). Of those of worklng age, as

many as 50 percent are unemployed iri some coun-

“tries or work less-than they are able to, i.e., are
underemployed

® An al’armmg large-scale rural- to-urban rmgratlon is ’

“occurring widely in the developmg world. Mexico

. City, for example, is receiving new residents at a

. rate that, if continued, will result in a population of

'32 million people by the year 2000 (1980 population,
14 million). -

. -'Also, many of the cntena with Wthh we measure
vthe success of development—e.g. income, nutrition,
and employment—appear to show little about which
to be enthusiastic..

. However, in recent years the view that economic -
development is failing has been challenged Here is

some ev1dence for this challenge

® Income per person increased at an average of 3.14

_ percent per year in developing nations from 1970 to -
1980 compared to2.5 percent in the developed world. .

i'work with which to understan

® It took 100 years for developed nations to increase

the life expectancy of their inhabitants from 40to 50 _ - |

years of age; developmg nations achleved the same
_ gain in only 25 years. :

) L1teracy rates have risen rapl.dly One half of the
adults in developing nations-today can read and

' write compared with only one-third in 1950.

-Is ,economic development suCCeedmg or faﬂmg?
Conclusxve agreement is hard to reach, for the answer-
obviously depends on the information looked 4t (or

" deemed most important) as well as on the preconcep-
- tions of thebeholder. In fact, in some countries, simply

preventing the economy from regressing may repre-

sent a -gain of sorts. Whatever the case, there is an- -

almost worldwide impulse to development amongna-
tions whose standards of living-are well below those
existing in Europe and in the Umted'States, ]apan B

. Canada, Australia, and the like. -

The purpose of this volume i rovide a frame-

nomic development, to dssess its progress, and to help
comprehend the impulse to development.
What Is Econonuc Development” B

The term ”econormc development” is usedin at least
two senses. One is in the comparatively simple sense -

-of measured economic growth. If a-less developed "~ - - '

economy experiences sustained growth, thats, it pro- -
duces more goods and services per person (per capita)

" in practically ever&:céesswe year, economic devel-
d C

opment is deemed¥p be taking place. .

15
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+ . The second sens‘e..is in terms"c)'f.the: li‘:lé\'/e'lopmeht\_
+ process’ itself. Development is.'deemed to be taking = -

“place-if the structure of the economy is changing in

stich a way as to ensure the conditions that bring about '

 greater oytput per capita. Following are typical struc-/
tural changes: " e B

A Mdi_:lefhiZatior; of agriculture takt_zfé',plaéé; o

2. As aggicultural activity becomes more productive,
labor and capital tend to shift from farming to the

- simpler industries and services—typically in urban
centers;and Sy : L

3:. Economic activity shifts
services to more complex ones.

In the real world, of course, more than one of these

types of change may be taking place in a country at

the same time, - . : ‘

It is, however, quite-difficult and complex to mea--
sure economic'growth by assessing structural change.
To ‘do so requires exainining the structural evolution,
of one country—or group 6f countries—ata time. That
would be formidablé a task to undertake in a relatively-

.short exposition such as the present one. Therefore,
_much of the discussion here will be in terms of mea-
sures of growth rather than in terms of changing eco-
nomic structures. - ' IR T
- Quite often the existence of growth implies that
- structural changeis in process. Certainly growth usu--
ally implies that capital formation—new or added in-
~ vestment in productive facilities—is taking ‘place. Such
investment may rangg from the construction of simple
irrigation ditches in farmlands to the building of a fairly

* sophisticated factory. But whatever its nature, capital . |
formation that is’ properly"\édapted to local cigcum-*

“stances should help to increase production. -

. Another important source of growth is an increase”

“in the educational level of the population. Economists
call an increase in the educational level an increase in-
“human capital.” Education is a form'of capital be-

cause, like physical capital such as, e.g., a factory or *

" abridge, its contribution to production is long-lasting.
Human capital can range from (1) the possession of
simple physical skills to (2) being able to read well

. enough to grasp simple written instructions to (3) being .

" able to perform complex tasks with tools or machinery
.t (4) being a trained professional such as a-teacher,
engineer, doctor, etc. =~ . -
' Whatever the originating reason, itappears that eco-
nomic development occurs when people learn how to
- produce more goods and services per capjta, when
.they act on that knowledge, and have the necessary
means (irrigation, transport, machinery, etc.). This
" implies that.economic development cannot take place
when ther€’isa failure tolearn how toachieve it, failure
to act on that knowledge, lack of physical means, or

from simpler 'indi_ishieé and

" ll three. The increase in the_availa%. of goods and -

‘services (e.g., food; clothing,housing, health care, h

~ education, transportation, etc.) raises'a nation's level
:of living and quality of life. Thus, the real goal of eco-
" nomic development is to improve' the’ecortomic and

" social lot of all citizens: It is worth tautioning that one-
~time improvements in the economy, dué-for example

- ' to the purchase of foreign technology, do not generate . -

_ the continually ifcreasing amounts’ of new and.im- -
- proved goods and services_on which économic de-
. velopment depends. The people of a ination must .

~ themselves-learn to produce more and increasingly -
varied"or improved goods and services:on a'steady
. basis. ,‘\. I . w;;{v‘..: ; i . o L' .

I
!

' Measurgs 6HC v ‘"oih'l')'ar'ative Dévelopnient‘ K

~ The meastire most often used to corhpafé ratds of

"+ economic growth or levels of economic developmént

among nations is real per capita gross national prod-

*+ uct—GNP. GNP is the market value of all the final

goods and services produced by a nation in ayears
“Real” GNP, of course, means that the measure has
: been corrected for.changes in prices. This prevents
GNP, which is necessarily &pressed in monetary
- "units—usually ‘in dollars for the purposes of inter- -
national comparison—from being distorted by changes -
in prices within or amorig.nations when their pro- -
/ duction is compared over a period of years. (If com-.
. parisons among countries are made for but one year,
the price. correction is not necessary). Real per capita
GNP is obtained by dividing real GNP by the number
of people in a country. It provides a measure of the
“amount of the final goods and services produced for
each individual in a country during a given year.?
‘. . Examination of the per capita GNPs of the poorest
* nations (some as low as $100-$300 per person per year,
.indicating an income of about $2 to $6 per week) gives
.rise to the question, “How can peoplelive on solittle?”
There are several reasons. First, the amount of income
~is understated because so much-food, clothing, and
housing in underdeveloped countries is not pur-:
chased. Rather, it is produced at home, and the poorer -

¢

1., Gross domestic product (GDP) is frequently used instead. GDP

_ is a measure of the market value of final goods and services
produced within a country. GNP takes accoupt of international’
flows of income. o o

2. Measuring production of final goods and services prevents
double-counting of production. For example, the value of all
bicycles produced is included in such a way that the value of .

__ the frames, brake assemblies, tires, paint, etc., that go into the
A ‘i)icycles are not separately included in additiori to the value of .
the bicycles themselves. If the constituents were also ingjuded -
separately, that would mean that bicycles were being counted’
“ twice. : »



_,-the country,, the geater, s production at homie llkely'
Kmﬁoes not get exchangedin a

_to be. Such pro _
rarket whére t transactlon would be recorded for -
N

inclusion in the §NP.3 Second, many staples that,are
‘sold in.a market in a developmg nation cost far less

. than the samé products cost in-developed countries. -

.Third, because it is an average for a whole society, a
real per capita GNP of, say $200, in practice means
that some-people get a good deal mdre while others -

vget ‘considerably less. Those who get: the lowest in--

comes are desperately poor, and: may well be starving
in various degtees. Consequently, ‘nationdiwith low
per capita GNPs 'tend to haVe a large proportron of

extremely poor people even after account is taken of
‘the inadequacies of per: caplta GNP as'a measure of

development.
There are other indicators that enable one to com-
pare where a people stands on "the ladder of economic
. . N - . i ) - .‘ . J

In the broadest sense, the correct aﬁ'éwef' to the

_question posed in the heading for this section is: “All

countries.” The reason is that practlcally all countries.
try to achieve economic growth, and eéconomic growth
1mp11es a process of change and development. How-
ever, in spme countries growth is, practically speak-

ing, nonexistent—e.g., Bangladesh, Ethiopia, Haiti. . -
At the other extreme .are some countries whose econ- -~
listed at the bottom of the box is that of the World

~ Bank—its list contains five classes of countries. The "

omies are so productive they may be said to have al-
ready achieved “development”: the United States,
Canada, Japan, Australia, New Zealand, and most
countries in Western Europe. The Eastern European
countries in the Communist bloc in general have lower
GNPs per caplta than the countries just mentioned,

but compared to the rest of the world, they too are

considered developed. Leaving aside the special cases
of the very rich Middle Eastern oil exporters (Libya,
Saudia Arabia, Kuwait, and the United Arab Emirates)

most of the rest of the world can be charactenzed as

consisting of “developing countries.”

In fact, the term “devéloping countries” has come - -

into.general use as a designation for all the nations
that do not fall into the category of “developed coun-

2

o

3. Transactions of this kind should not be regarded as'takmg place )

in"an “underground economy” of the type that exists in the

United States. Home production’ does not occur in order to
“avoid the market,” but takes place outside of the market with .
no exchange of money. An example of analogous workoutside

- of the markets of poor as well as developed countries is the
unpaid service of one member of a family who cooks for the
remaining members without receiving compensation. Such
nonmarket production is perférmed in all countries and is not
recorded in the G of any of them. . \

= 'vanceme\t’m indus
“eduieation, etc. The Physical Quality of Life Index

" (PQLI)is aninteresting measure that combines several -,
-of these indicators into one number. The indek has
been published by the Oygrseas Development Council

- (Washington, D.C.). The PQLI combines three de- :

R WHICH ARE-THEBEVELOPING COUNTRIES?_. o ‘

"developme'nt Tbey include measures of life expec-
tancy, } healthhggduca;?/the -degree of society’s ad-

or in agnculture, the. state of

cators—infant mortality, life expectancy at age" ‘'one, .
and hteracy-—whlch reflect conditions not sub]ect to
purely economic or monetary measurement. More-.

‘over, these indicators reflect the results of develop-
_ment. Thus, the PQLI may be more revealing of how
‘the world’s poorest countries meet the most basic needs
" of their people than per capita GNP might be. It turns -
" out that there is a great deal of consistency, but not -
complete consistency, between ranking countnes by

per cap1ta GNP and by the’ PQLI

~ . . 2

tries” because the former have objected to bemg la-
beled as ”poor” or “underde eloped” or. “less -
developed” in the reports of variouy international or-
ganizations and in other discussions. This terxmngl
ogical point is discussed in spmewhat more detail in
the accompanymg box ti ”The Semantics of .
Development ” . ‘
The most detailed of the three sets of classxﬁcatrons

categorigs are all more or less self-explanatory, except, -
perhaps, the last. That group, the Nonmarket Indus- .

trial Economies, consists of the communist-bloc coun-

tries of Eastern Europe: Poland, Bulgaria, Hungary,
the USSR, Czechoslovakra, and the German Demo-

_cratic Republic. .

Here, as of 1980, is the range of GNP per cap1ta for

" each of the ﬁve World Bank clasmﬁcattons

$410 or less

Low-mcome economles
‘ . : Co ($8(, for Bhutan,
. . o the lowest) '
Middle-iricome economies . $420 to $4,500
.High-income oil exporters + $8,640 to $26,850. -
Industrial market economies $4,880 to $16,440 °
Nonmérket industrial economies  $3,900 to $7,‘180 °

. The precedmg cla551ficat10n is used in the World

Development Indicators section of the World Bank’s .
annual World Development-Report, which in 1982 in-

K cluded data for only 125 countries. The World Bank’s
: Atlas (see NOTE to the box) has data for about 175 .
'countnes . :

h’. .
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- THE SEMANTICS OF “DEVELOPMENT” =
Af;lumbel_' of terms have i)egh used, more or less ba -November 1973, have in somé iriétanées_been called .
indiscriminately, to designate the poorer or less* the*™*Most Seriousl Affec}ted” nations (MSAs),

industrialized countries ag a group: “underdevel- . which amounts'to &\more formal designation for
oped countries,”"’have-not countries,” “less de- .° the “Fourth World.” ™~~~ ..~ =~ .«
veéloped countries” or< LDCs, ' “developing . In addition, there is the “Group of 77.”.It consists -

countries;” the “Third World” (the industrialized = of a caucus of Third World {developing) countries -
@ountﬁes are the First World and the communist in the United Nations who dre active in the United

qations are the :Second World), and sometimes— ' Nations. Conférence on Trade and Development |,

perhaps impolitely—“backward countries:” A dis- - " (UNCTAD). UNCTAD is an organization in which |

tinction has also been'made in the classification of - . develo ing and developed countries discuss mat- -
.. ‘countries in the Third World, so that this térm des-. .. tersrelated totrade, aid, and the transfer'of modern

ignates poorer countries“that have been/making . -technology to LDCs. The sb-called Group of 77now |
‘economic progress, and the “Fourth World,” des- . includes 124 countries. The Group of 77 also has:

ignates those whose progress has been nil or ex-  : an offshoat that is quite actively involved in mon- -
tremely slow. Another distinction that has gained - etary matters with the International Monetary Fund.
currency is between the less developed countries. - It is called the “Group of 24,” and is made up of - |*
that possess oil, i.e., the Organization of Petroleum - - - representatives of eight countries each from ‘Asia;
Exporting Countries (OPEC), and the rest of the ‘Africa, and the Western Hemisphere. . " .0 |
Third Wotld. And the poorer LDCs,.whose prog- - - *Key international agencies have adopted sofe-
“Yess hias been made even more difficult thanbefore . what. differing formal ' classifications. The- nr in-
" by the immense rise in oil prices beginning’in " . headings used by._thr;eg‘of_thé;ﬁchief.,agenc'ieS', e ..
R ~ " International Monetary - RS 3
U,n_ltﬁgwh_latlons .. . Fund, .., WorldBank®
Developed tnatket ~ - -~ Industrial countries < w7 TLow-mcome ecoriomi@s:, R
economies S . Developing countries -~ - . Middle-income economigs . |
Developing market.. o Non-oil developing countries . - - High-income oil exportefs, | . .
economies Oil exporting countries . *. .- Industrial matket econorpies | . ..

- Centrally planned. v - N " Nonmarket industrial.
_economies -+ - ! : S - . - - economies

NOTE: Probably the most convenient and comprehensive data on the gross national 'b_rod.uctfo’f -the world's co‘untrieg and c A
“measures of their state of development are conlained in the World Bank Atlas, which includes datafor-about 175 countries;|The .
latest issue may be obtained at libraries or by writing to World Bank Pubrlic‘atipn_s. Washington, ‘D.C.,2‘04‘3‘3. As olf~1982..the . ri

“was $250.- .-, %

«Centrally planned ec'ondrﬁiés.‘with the exception of Hungary, Romania, Yugoslavia, Vietném._liéés. the People’s Republi¢ of Cfiina, -
and Cambodia, are.not members ‘of the International Monetary Fund or the World Bank. Nevertheless, the World Bank publishes.. .
statistics about many centrally plannes! economies: . o o S R r - //’(
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A FRAMEWORK FOR ECONOMIC DEVELOPMENT .~

a

~

Economists have increasingly come-to recognize that or a government, no matter how well organized. If
the prqvision of economic incentives to individuals is individuals conclude that they will be able to collect;
crucial to overcoming the problems of economic de- - sufficient benefits from their economic activities to cover
velopment that confront low-income countries. In the the costs to themselves—Dbe those costs effort, time, or

" end, development depends on the actions and re- use of their personal property—they will put forth
sponses of individuals, not on a directing organization more effort in these activities. If the benefits fall below

B3
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the costs, indmduals wxll thhdraw from those actlv- |

ities. Thus, economj
part upon the avail

development depends in large

@t by a combination of both

"

o

Effects of Incentlves

Agncultux'e provxdes a good xllustratlon of the use-

jility of opportunltxes for individ- -
uals to make net economic gains by decreasing tﬁvt,r
eosts of economic activities, by mcreasing the benefits,

. . L% . o

'orgamzed soasto encourage orcompel the individuals

on whom economic development depends to behave

~in ways that yield pOSthe results. Exercising political *:

fulness of incentives in order to promote economic
development. All farmers are engaged in a continuing -

‘search for ways in which to ease their burdens. They
are constantly making an extraordinary number: of

changes in the ways they grow crops. Most of: the

changes are minor, yet each change, though perhapsii‘__,. - adyance develop

imperceptible, contributes to increased output for each

hour of work the farmer putsin. Theseimprovements, . -

no matter how small, are permanent, and they yleld

continuous increases in crops or livestock, which in, -

turn allows the farmers to buy more goods and services.

\Earmers may be helped to initiate changes by re- -
g more schooling; being able to obtain special -

adilce about farming from govemment private, .or !
fofeign sources; sharing experiences with neighbors ~

dissemination of information about price or other'de-
velopments al$o contributes to change: However, if
somehow farmers are discouraged from trying to de-

crease their burdens or prohibited from collecting the -

benefits that make farming worthwhile, they will make

less of an effort. If théy stop trying, output per farmer

stops rising and, :economic development through agri-

culture ceases: Imnations where most people are farm-

ers, dlscouragement of farmers can lead to economic
stagnation or worse rather than lead to development.
Some ways in which farmers can be discouraged are

by having exorbitant taxes placed on their sales or in--

come, as well as by overly high renitals demanded by
landlords, inappropriate regulations unposed by gov-
-ernments, lack of the help or advice needed to intro-
duce innovations. " * ' -

Effects of Political Forces

‘Economists also have come to recognize the enor-
mous potential for good or ill that political forces play
in shapmg a country’s economic development. In every
society, politfcal leaders, government officials, and

'sometimes military officers control the power by which .
the state exercises its will—be it a democratically de;

.. different goals. The’ ch‘EQ&g

power in this manner constitutes a precondition for
the flourishing ‘of economic develépment

‘A state, of course, has other intere§s.or goals that .
bear on.the economy apart from-economic develop-

~ment, Reaching these other goals, e.g., promtoting a -
‘ partlcular industry for. reasons of national preshge,

curbmg import§ to save’ forexgn exchange, -discour-

agin forex n investment in its econom for nation-. -
&

alistic reasons, achxevmg mlhtary power, may well

“restrict a country’s own economic development. The :
" direct effects or side effects of such policiessmay well
-~ discourage prodi

s‘from behaving in ways that will |
nt and as a result may curb or’
thwart economic development Thus, societies face
trade-offs among policies designed to- achiéve several
e fating govemment pol-
G encouraging devel-- -

1cymakers who are mtelg

opmentis fo find a mix of pSprgs that make it possible
toreach other goals of the soﬁety without at the same

time discouraging economic development.

~Therole of political leaders 1gespec1ally 1mportant

- in economic development: In every society, political
and friends.who grow similar products, etc. General. . " leaders make decisions thatshape the direction, scope, -

and pace of development in their countries. In the late

_ twentieth century, decisions of developing-countries

are often made in a domestic and international context

_ that requires leaders to give priority to short-term ob-

jectives (e.g., the retention of pohtlcal power) which

~ may be incompatible with economic development. De-,
» velopment will also be affected by the extent to which
~ citizens view political leaders as legitimate, by the de-

grees of the leaders’ popularity, the degree of polmcal
stablhty, and the extent to which citizens participate
in or are consultéd about decisions. Moreover, theval-
ues, attitudes, and ideology, of political leaders can
significantly mﬂuence development. Will they seek to_
develop orqmdustnahze fairly gradually, so that the’

" country’s economic and social. structure will change'

termined or an authoritarian will—over its citizend. In " -

the last resort that will can be exercised through the
legal use of force. Political processes, institutions, and

pubhc pohaes——m short, pohhcal powér——can be"

.13

without undue disruption? Will they, instead, seek to -
develop extremely rapidly, and thus risk the potential
damage of a swift realignment of a country’s social

v

and economic structure? Will they seek to isolate'the - "

. country from technologlcal change and modern insti-:

tutions and thus opt for present social and econormc

stability at the possible risk of future economic or po-

litical difficulties? Different countries. and different
leaderships can generate vastly different development
strategies and incentives. And then there is the ques-
tion of how well trained or capable any particular po-
litical leadershlp i# for ‘catrying out a coherent and
effectlve strategy for economic development

N
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Countnes that try to ascend. the path of develop-
ment.face many difficulties. Th;ée of the more urgent

,7/ :

. ones that usually, face such sometxes at the outset are:"

how to hold populatlon grow’th in check; how,to im-
prove the health of thef’people, how to increase the
food.. « 7

‘_ produs| tloxyg/

ulat}on, a growth t at ;,s/noW .concentrated espetfally

are easy to come by. By the

/l%less than fifty yeags The World

ease to 8

fhe population of Des Molnes Towa,
' )because death rates are declining faster
iR fatds,‘eyery twelve months births exceed
\mde%

déath§ yy margin that there are 73 million.
- IHd "J;p,(:_dp‘lebn earth than the year before. The prob- -
/'lem of"coping with a rising populatlon is made more

Alarmin stahshcs/abotlt the growth of world &pp— .

ea}"/2020 and ultlmately will settle at -
ftwenty-four hours, 200,000 people,

- * difficult because each year many more women in the '
’developmg nations are entenng the reproductxve ages -

7“than are leaving them.

, "'s""'oME KEY ISSUES IN ECONOMIC DEVELOPMENT

Another gloomy note comes from he Worldwatch
Institute of Washington, D.C., which estimates that .

~ the increase of population residing in rural area has .

- produced close to 1 billion ‘people who are lan less.

Because such 1nd1v1duals do not have. the traditional

areas with better economic opportunities is gregt. As -

. rural attachment to the soil, their incentive to m%ve to .

lation had nearly doubléd to '

_outlets.

a result, Worldwatch believes'that three-quarters of
Latin America’s people will live in cities by the year :

' 2000. Their rieed for jobs, housing, and social services

in the cities will go far beyond the amount that.can -
possibly be provided them bétween now and then.
Advanced nations, whose population increased as their -
economic development got under way in the eigh- *
teenth century, were ablé to export their excess people
to new lands. Developmg nations today lack such -

We have just presented one side of thL ;ﬁp/ulatlon o
picture. This side undérscores the urgency of Robert -
McNamara’s warning in 1980 toward the end of his .
term as president of the World Bank: “. ... short. of

- nuclear war itself, population growth is the gravest

‘ B Q. .
Mdst of the growth in the world’s population is oc-- -

curring in developlng nations while population in the
rest of the world is increasing quite slowly. Asaresult,
by the year.2000, the ratio of people living in the de-

'veloping countries compared to those living in the de- -

veloped-ones will rise from the recent 3-1 to 5-1. To
stop these increases, that is, to keep population at its

. present——1 e., its replacement—level, two-thirds of all
couples in the world would need to practice famlly ’

planning. Only one-quarter to one-third do so now.

issue that the world faces over the decades 1mmed13'
ately ahead.”
. But there is another 51de Desplte the d1re popula-

~tien predxctlons for the developmg world, there are

‘sotme brighter signs: The inQyitability of population
" .increase may not be so senx

sa problem as often
claimed. For example, the rate of population growth
in developing countries has been slowingdown within .

" the past twenty years or so. In fact, birth rates have
" been declining in many such nations, although rates

‘The consequences that confront developing nations:

because of rapid population increase appear to be se-

~ vere. The United Nations Education, Social, and Cul-
" tural OrganiZation (UNESCO) estimates that owing to
a lack of sufficient educational faciliti€s in developing
nations and-other causes, the number of illiterates in
developing nations'will swell from about 800 million
today to 1 billion in the year 2000. Women in the de-

. veloping nations, who lost-ground in the battle for
literacy between 1958 and 1980—their rate of literacy

dropped from 60 percent to 55 percent—-seem to be

facing particularly bleak prospects in education.
‘The unemployment problem will probably also grow
worse. If the projections of the U.N.’s International

Labor Organization are correct, approx1mately 700 .

~ million people will be unemployed or underemployed
in developing nations in the year 2000—about half of
the projected labor force. That compares with about
280 million in 1975—about 40 percent of the labor force

- in'that year )

in ‘most countries are still comparatively high.
More specific evidence comes from the World Fer-

. tility Survey conducted in 1978 among 400,000 women. -
~ Forty developing countries were included, and the

findings were encouraging. Nations as diverse as .

'.Chma Indonesia, . Thailand, Colombia, and Mexico

. three developing nations

. Nepal=failed to show steeply de

: The downtrend was evident amo gwo en in all eco-

‘nomic classes—among the poorly\educajed and even

, ;among rural women who traditio

larger families because even youngc
fo work on farms.

_their fertility. Later marriage usually means

showed declining- fertlllty rates (i.e., number of chil-"
dren borne by women in the reproductlve ages). Only.
Paklstan Bangladesh, and
: fertlhty rates.

. The survey also collected con51derable ev1denc hat_
women are postpomng mamage and thereby limij

ple will have fewer children: In Malaysia in 1947, 48
perc’bnt of all females were married between the ages

-"of 15—19 the 1978 survey found that only 11 percent
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in that age group were married. In South Korea, the
average age of marriage today is 21.6; orie generation
ago it was 18.6 years. A finding in Costa Rica showed
that previously women ages 45-47 had borne an av- .
erage of 7.2 children who survived; more recently,
women of the same ages in Costa Rica have borfvé-an.
average of 3.8 offspring. The same trend was found © -
in'Sri Lanka. Older women had produced anaverage
~of 6.0 children, but later generations gave birth to 3.4
children. All these findings suggest that progress.in
slowing populatlon growth s belng made in most de-
veloping nations. '
Whatis behind the. favorable findings of this report7_
One factor is that in recent years governments have
established public policies aimed at slowing pppula-
tion growth and, importantly, have committed re-
sources to the purpose. Among the most effective of
uch policies are those that provide incentives for peo
\spj?\ﬁ)_ have fewer children and permit or encourage
the dissemination of family planning information and *
techniques. There are, of course, .a few instances of
public policies that go beyond the tolerance of the peo-
%‘of developing nations. For example, in India, Prime -
ister Indira Ghandi’s late son, Sanjay, tried to en®
force the government’s population control policies by
*using the power of the state against citizens who re-
sisted. In part because of these efforts, Mrs. Gandhi’s
first government was turned out of office. The more
general case is, however, that populahon policies based
on humane pnnmples and using proper economic in-
centives prove to be useful tools with which govern-
ments can deal with the. problem of increasing .-
population. .
~ Otherforceshave also been helpful in reduc1ng pop-" -
ulation growth. When individuals become more pros-
perous as economic development proceeds, they
discover that additional children involve costs and lost
opportunities that exceed what some parents are will-
ingto bear. Forexample, as mentioned above, children
become economic assets atan early age to parents who
live on a farm. Children of parents living in nonrural
areas, however, do not become assets untilmuch later. ."-
And, as we haye also seen, many families are moving
from farms to cities in the developing world. Accord-.
ingly, faced with higher costs and lower benefits, peo-
ple make decisions to have fewer children. ‘
More children in developing nations survive today
thanks’to better medical care. Thus, it is no longer
necessary for families to bear the costs of large families
inorder to ensure that enough children survive to care
for the parents in their old age. Professor Theodore -
W. Schultz of the’ Un1vers1ty of Chicago, who won a
- Nobel prize in econorhics in 1979, describes the changed
reproductive behaviof in' developing nations this way:
“People don’t produce like lemmmgs headed toward
the1r own destruction.”

"Health -
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Clearly there is some reasonlng angl decision-mak- -

ing involved in the bearing of children. As conditions

change, parental decisions “also .change. Today’s

‘changing ecbnomic and political conditions are bring-

ing developing nations relief from' the very population
pressures that might be. the greatest threat to econom1c
development v

All 'this being said, there is an opposmg view—al-
though probably a m1nor1ty op1n10n—~that there are’
benefits from population growth that have by and large
been overlooked. The most prominent proponent has
been Professor Julian L. Simon of the University of

. Hlinois. In several books and articles he has put f#r- -
~ward-thé argument that the larger a populatlbn, the:

more people are available to create and apply new’

_knowledge—and knowledge is an important source:

of economic growth.
Simon also argues that a'larger population also en— .

\sures.a growing market. That, in turn, provides in-

centives to build factories capable of larger output——-"
hich are likely to be mere efficient factories than
smaller ones—and to allow those factories long pro-
duction runs that tend to reduice costs per unit of out- "
put. Simon also 'sees favorable effects if a larger o

'populatlon increases populatlon density in any given -

land. area. Such concentration makes it profitable to -
build, forexample moreand largertransportatlon sys- .-

tems, irrigation systems, and ports.

Simon has put forward these and othér points both .
in the more popular and in the scientific press For the
nonprofessional reader, Simon’s most thorough and
accessible statement of his views appears in The Ulti-

“mate Resource (Princeton University Press, 1981), The .
ultimate resource Simon refers to, of course, is people. .

»

"

Few things have 4 greater influence on the quality

of life expenenced by inidividuals than the state of their
‘health. Yet, in developing nations, most indicators of .-

health are wellbelow thosein developed nations. For -
example, 65 percent of the people in the developmg g
worldlack suitable sanitagion and safe water. It is no
wonder that contaminated water is deemed the great-
est cause of poor health iri developing nations.

A second indicator of health, life expectancy;is also’
low in developlng nations. Whereas the average life
expectancy in developed nations is 72 years,: tSel av-
erage is 57 years in developmg nations. In Southeast -
Asia it is 51 years, in Africa it is' 49 years, ‘and‘there
is much variation around these averages. Infant and
child mortality are significant factors in the determi- .
nation of life expectancy. Fewer than 20 infants out- .

. of 1,000 die in the first year after birtH in developed -

nations, but 100 to 200 out of 1,000 die in developing

R
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nations, and the number can be 500 per 1,000 in the
" poorest countries. From ages 1 to 5, 'the death rate is _
1 per 1,000 in developed countries. In developmg
countfies it varies from an average of 6 per 1,000 in

" Latin America to 10 p jr 1,000 i n Asm and to 30 per

1,000"in Africa. *

A third indicator of health shows that, on average,
10 percent of the lifetime of a person living in a de-
veloping nation is disrupted, by serious illnéss com-
pared with a much smaller percentage in developed

The largest net exporters of physicmns have to a
great extent been those nations that can least afford
to replace thegn. For example, the Phillipines have

. more than 10, 00 of their physicians living abroad.

And 'three-fourths of those who return home choose

 to liverin urban areas rather than practice in the rural

nations, where people live longer Frequently, as al- *

ready mentioned, the illness is caused by contami-
‘nated water. . -

" The drawback of poor health to-economic devel- o

opmerit is clear. It cuts into work\ime, and time; lbst f

from work is lost income and time lost from producmg

goods and services for others to enjoy. National re--

sources that would otherwise be availablefor invest-

ment in.-more productive equipment and better -

technology must be diverted to the battle against ill-
ness. Poor health discourages people from acquiring
additional tralnmg with which to increase their future

earnings,’ savings, and productivity. Endemic  dis-

* eases sap energy that people would otherwise have
available to enjoy their leisure time. Finally, shorter
life spans that stem from poor health result in fewer

_years of participation in the labor force by workers
who, in developed countries, would be in the peak
years of their productivity. Hence, the maximum pos-
sible yield from education or special training is lost.

-villages where the need is greatest but the remuner- -

atron and facilities are less gratifying.

Western-style health care focuses on curative med-
icine and allocates resources toward the development
of sophisticat_ed_ medical institutions in urban areas.
Such care is appropriate for developed countries where

little regard need be taken for the conditions to which

the. individual returns ‘once ‘healed. Much moreat-
tention to the patient’s home, envrronment must be
paid in the develop1ng nations.

Physicians trained in the West, moreover, typlcally
do not study the communicable diseases.endemic in
developing nations. There, the leading causes of death -
from disease are mala'ria, schistosomiasis (snail fever),
filariasis (a worm infection causing blindness and ele- .

- phantiasi&), trypanosomiasis (sleeping sickness), and

~ leptosy. And each year more than 5 million children .

in developing couptries die of diptheria, whooping
cough, poliomyelitis, measles, and tuberculosis, all
diseases that have been virtually eliminated in the
developed world.

What is needed. to deal with the, typical condmons
in ‘developing countries is primary. or basic health

* care—health care that endeavors to provide clean

The effect of the costs of poor health to develop1ng, '

nations is less economic-development. Decision-mak-

ers in the political arenas of the developmg world face

the enormous challenge of i 1mprovmg health in order
to speed economic development in their countries.
. Dramatic changes are occurring in the way political

leaders in the developing world«think about the most -

- effective ways to deliver health services. In the past,
political systems in some developing nations created
_ health agencies that imitated the type of service pro-

'\\

water, adequate nutrition, personnel acquainted with
local needs, and drugs that fit the local causes of dis-
ease. Moreover, some hard thinkingis needed. It must
be recognized that there is no single universally ap-
plicable formula to provide primary health care. Health

~ policy and care in each nation must be based on its -

own mix of climaticand environmental conditions and

- must have regard to its own econormc, social, and

political ¢haracteristics. -

vided by. health agencies in developed nations. This -

- kind of health care, however, is often inappropriate-

for developing countries. Since three-fourths of all

people in developing nations live in villages : and shan-
. tytowns, health care for them mustbe compatible with

the conditions in which they live. Traditionally, phy-

sicians in, developmg nations have been trained in

medical institutions located in the developed world.
They often graduate with skills that address the needs

of patients in developed countries, not the needs of '

their own compatriots. As aresult of incentives arising

Progress that some countries have made%h provid-
ing basic health care gives hope for an improved qual-
ity of life in developing countries: In the People’s
Republic of China, over half the “barefoot doctors”—
men.and women with only six months or less of train-
ing—provide basic health care in rural areas'through- -

.. out the country. In Lusaka, Zambia, for example, the,

from the conditions of their t:rammg, these physicians .

settle in developed nations in‘large numbers. The
medical needs there are more compatiblé with their

training, the remuneration from medical practlce is -

' greater, and the facilities are better.

incidence of diafrhea fell by more than 40 percent
thanks to a project that brought safer water supplies

‘to the city’s slums. A successful program to combat

tuberculosis by standardizing diagnostic procedures,
proving the effectiveness of chemotherapy adminis-
tered in the home, and devising a suitable course of . .

treatment was instituted in the Indian state of Madras.
A new, simple needle to deliver the correct small dose

of antismallpox vaccine has been developed. Treat-

“ment for diarrheal diseases that counteracts the de-

Lo
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_hydration of the patient by administering s;;lllti()ns of
simple chemicaly has been devised. (Maller, p. 69),*

Ag'ricultur'e. .

The scene varies little from country. to country. Millions sit
idly outside mud huts, crushed by crop failures due to
drought or floods, wondering when they can cat again.
Women are treated like cattle, slogging in the fields with
babies, on their backs. Children with bellies swollen from
protein deficiency play in the dirt. For residents in the Sahel
-region below the Sahara, abuse of the land and cruelties of
mother nature have created a severe famine that already has
cost tens of thousands of lives.

in 1978 by a reporter for the magazine U.S. News &
World chort (Bacon, p. 58) contthsts sharply with a
reviewer’s dlngt (Briggs, pp. 9, 4X) of Julian Simon'’s
perspective in The Ultxmate Resourc.

This bleak portrait of 'agricul,L%e in Africa painfed '

The global famine forecast is a [fallacy]. Worldwide, people
are eating better than ever before because the amount of
cropland is increasing, and the yields per acre are skyrock-
eting. Without any technological marvels—only the transfer
of existing methods from highly to less productive areas—
agriculture can feed tens of billions of people.

The hunger business has been superbly promoted. The U.N.’s
food organization tooked up the slogan of half-the-world-
going-to-bed-hungry-every-night. But, because the eageily
anhapated world famine has failed to materialize, the drought
in the Sahel—the least populated corner of Africa, so thinly
populated that there were few people to starve spectacu-
larly=——was made a proper disaster by the U.N. through the
simple expedient of quadrupling the fatality estimates.

The truth about the status of agriculture in devel-
ooping nations probably lies somewhere between the
extreme positions represented by the article in U.S.
News and Simon’s perspectives. How is one to judge
whether present agricultural methods are helping or
hindering economic development? One nfust first un-
derstand the processes that lead to progress in agri-
culture. Then one can rationally compare what is being
.achieved with what can be achieved.

~ Many nonprofessionals who have thought about the
matter argue that poor soil and overpopulation ac-
count for lackfof progress in agriculture. However,
Nobel-prizewitiier Theodore Schultz disputes this
claim. His research on the role of agriculture in eco-
nomic development has shown that poor soils do not
explain low levels of agricultural production per per-
son working on the land. There are places on each
‘continent with rich soils (e.g., southern India and the

alluvial lands. aIOng and at the mouth of the NileRiver)

* For complete references, see the bibliogzaphy, whxch follows this
. overview.

}
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" duction, so too do excessive numbers of peo

-and Japan—where levels of output,are

[N
1

from which people eke out only a mea ger existence,
There are places with poor soils—e.g., mastof Europe
(\prodigious.
The difference, is explained, says Shultz, 'by the ex-
penditures pcople make on the land in order to in-
crease its productivity (cxandlturcs on u' igation,
fertilizer, pesticides, etc.).
Just as poor soils fail to explain low agricultukal pro-
per
acre fail to ‘explain it, accordmg to Schultz. In&lccd
there are no formulas for determmmg wh¢na cou try
has too many people per acre. On the c ntrary, gw-
dence reveals that when one compates .
countries that have the same population-land
one discovers quite different degrees of pov
Moreover, Schultz has found thatin no country is there
a fixed amount of suitable land on which a countr
must depend for its food supply.
If agricultural production is not determined by poor
soils, by the number of people per acre, or by the
number of acres being cultivated, what determines it?

‘Again, according to Schultz, the explanation liesin the

incentives available to farmers to augment the supply
of land available, to apply more fertilizers, toimprove

1mgat10n, to employ new research findings, to use a
higher'order of technology, and the like. Changes like

" those just listed increase production per acre. And in

the process they lessen people’s dependence on tra-.
ditional agricultural methods. :

"Even the most backward peasant has at least two
incentives to improve the use of land: (1) the resulting
lower costs per unit produced; (2) the increase in ben-

“efits in the forms of greater leisure, released time to °

produce other commodities, and the Jike. Thus, the
amountor thé condition of land per se is not the critical
factor that produces farm poverty in developing na-
tions. Unsophisticated people, lacking the skills or in- *
centives to improve the productivity of the land, are
the critical factors. According to many estimates, the
agricultural sector of most developing nations can pro-
duce enough food and generate improved income and .
welfare for the poor—i.e., contribute to economic de-
velopment—if the quahty of human resources can be

“improved and farmers are not dlscouraged from using
-new knowledge (Schultz)

Political systems in many developmg nations, most
often unwittingly, use the power of the state against
agriculture. Without mtendlqg to,'governments dis- -
courage farmers from engagmg in activities—princi-
pally in education and in farm-related investment—
that help increase yields. Asa result, food production
fails torise or even decreases. Governments frequently
dlscourage these activities by controlling food prices—

.. prices may even be set below farmers’ costs of pro-

- 17

duction. Such actions satisfy politically powerful ur-
ban groups and urban workers since they can buy

-7
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" of iron in the diet).

v

r '
more food with their incomes, at lcnnLinfheullU_rtf{ln.

However, cellings on the prices of agricultural prod-

ucts decrease the potential or actual benefits available
to farmers. The situation is all.the worse should farm-
ers find themselves facing rising prices for the goods
and services they purchase ftom the urban sector.
Since, under one or both conditions, the benefits from
engaging in agriculture are reduced—perhaps se-
verely—farmers curtail production. In nations with
increasing populations, the policies just describ¢d can
be ruinous.* s '

~ Ithasbeen said that the Sahel region in sub-Saharan
. Africaincludessoil thatisamong the richeston earth—

soil comparable to that of;Callfprnifa's San Joaquin Val-
ley. In the long run,'wifh-.‘glams-.and disease control,
the ?ahel region could nut only feed itself but even

rpfluce food for export. Yet thé area continues to ex-

perience abnormal shortages of food because the re-,
- gion scems unable to take effective steps-leading to

economic development. Political or military turmoil in

places such as Afghanistan, Laos, Lebanon, Vietham,

Pakistan, and Bangladesh also has a negative impact

on agricultural output. ‘ '
Yet there are success stories, experimental evidence,

- and research results that show countries can establish

policies and regulations that are economically and po-

-« litically advantageou"s ‘to agricultural output and eco-
. nomic development. '

" One:success story illustrating the contribution ag-

* riculture can make to economic development has been

unfolding in ‘Central Java, Indonesia, over the last

"decade or so. At the beginning, failure was evident

everywhere. Average food intake per person was only
between 1,000 to 1,200 calories per day and protein

"consumption was about half the recommended min-

imum. As a result, infant mortality was high, and
illnesses resulting from poor nutrition were common-
place, especially goiter (due to a deficiency of iodine);

- eye problems (due to a lack of Vitamin A); and anemia

(resulting from the presence of hookworm‘ and a lack

Today, improvement is strikingly evidentin Central
Java. de traditional types of village goats have been
replaced with species that produce nearly four times
more milk. There are fish tanks in which locally pro-

duced varieties of fish for consumption are fattened.
‘These fish are especially important during seasons

when other foods cannot be grown locally. Families
have also been taught to cultivate fresh vegetables.

~

4. Farmers in the poorest countries or in the poorest parts of a
country may only grow enough to feed themselves or to ex-
change products with their neighbors. They will probably not

. beaffected by poor government policies, but they are also likely
to remain in a stagnant and impoverished condition.

-
.

. . ,
Asa result of these advances the numlu,-ra'gf calorjed
and the protein consumed per day have risen dra-
matically, even though the standard of living in other
regpeets has renmained guite low. .
What has accounted B the suceess in Central Java?,
First, the governmént encouraged an inflow of forelgn
aid from wealthier countries in forms that helped to
praduce crops people wanted to grow. Consequently,
farmers welcomed rather than resisted new ideas for
increasing crop production. As a result, agricultural
output—and thus economic development—in-
creased. Second, no effort was made to persuade.peo-
ple to produce or use-products, such as certain grains
and powdered milk, that were alien to them and their-
culture. Third, the program focused on helping local
people to help themselves rather than to become de-

y

. pendent on outsiders. : :

The prospect for success of the kind occurring in -
Indonesia on a worldwide scale may be substantial—
for at least two reasons. In 1973—the latest period for
which data are available—only 38 percent of the wheat-

- producing areas of Asia and North Africa were pro-

ducing high-yielding varieties of wheat, and only 26
percent of the rice-producing areas were producing .
high-yielding varieties of rice. Should more areas
switch over to high-yielding varieties, food output can
increase a great deal. A second reason is that wealthy
nations are engaged in regearch and development

. aimed at increasing yields from poor soils without the

use of costly fertilizers and irrigation. Other experi-
ments are under way thatalso add considerable prom-
ise for greater increases in food crops'(Harrison).
Recognition by governments and others of the im-
portance of agriculture in economic development is
widespread. For example, in twenty-two developing
nations, person-years devoted to agricultural research ~
increased more-than threefold from 1959 to 1974. One
study of the effects of investment in agriculture in
several states in India found that each dollar of in- '
vestment in agriculture yielded a rate of return of 40
percent (Schultz, p. 37).-A-Natiofial Academy of Sci-

- ences (U.S.) study seeking to aid in increasing the

18

world’s ¥ood supply by compiling a list of all edible
plants produced very encouraging results. Of the -
hundreds of thousands of plants on earth, only 100
currently are in widespread cultivation, and thirty of
these account for 95 percent of all calogjes and protein
consumed. In the NAS study, scienfists categorized
400 plants as appropriate for large-jcale cultivation,
especially in tropical countries. Thigty-six of these

~ plants are especially high in nutritional"value and are

economical to produce (Cousins, p. 9).

_ The means to increase the productivity of agricul-
ture in the developing countries appear to exist. The
question is how quickly and on how wide a scale they
will be used.

Y
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There are many other issues facing developing
countries beyond thige we have already examined.
The choice of under which economic and political sys-
tem development is to take place is probably the most
important, for reasons that will be taken up preseitly.
As do other nations, developing countries have three
principal options upon which to base their develop-
ment policies: market-oriented approaches, govern-
ment planning and control, or a mixture of the two.

A market-oriented approach to development, which
is often referred to as capitalist, relies upon the private
decisions of buyers and sellers in individual markets
-to answer three questions: what goods and-services
should a country produce in order to promote devel-
opment; how should that production take place; and
how should that production be distributed. For ¢x-
ample, if private producers in a developing country
are willing to put a lot of their resources and cffort
into growing sugar cane for sale in the world sugar
‘ i\l'ktt, and buyers in other countries will purchase
it,'then that developing country will. produce a great
deal of sugar cane. This helps answer the question of
what should be produced, namely, a lot of sugar cane.
The skill ‘of the sugar workers and the capital and re-

. sources the owners are willing to supply helps deter-
mine how the sugar cane should be produced. Owners
and workers engaged in raising sugar cane earn in-
comes which they can use to purchase other goods
and services—including imports—available in a de-
velopjng country. This helps answer the question of
how to distribute the products a society needs or val-
ues. (This question is often called th%,”for whom”
question.) '

The process described for sugarcaneapplies to other
goods and services produced in a country that relies
upon the behavior of markets—at home and abroad—
to guide and foster development. In this manner, the
what, how, and for-whom questions are answered for
the entire society by the behavior of the various mar-
kets through which the economy of a developing na-

tion operates. Hong Kong and Taiwan are successful -
examples of the market-oriented approach to eco-.

nomic development.

Development through centralized government
plannmg, typically the socialist form, does not rely
upon the individual decisions of buyers and sellers. It
relies on a corps of planiters, usually.selected by gov-
ernment, to decide what, how, and for whom to pro-
duce in order for the nation to develop. Planners select
the goods and services and the amounts that produc-
ers may produce. Moreover, by controlling invest-
ment, the planners determine a great deal of the
technology with which each product is produced. As
a result of their decisions on the first two matters, the

SYSTEMS FOR ECONOMIC DEVELOPMENT -

planners determine the kinds and the total quantities

of goods and servicey available to consumers—thus -

resolving the for whom question as well. Cuba and
Romania are examples of countries that rely mostly
upon government plmmln}, fur their economic
development.

In order to ascertain whcthcr countries employing
the different systems for development are better off
due to using one system rather than another, many
scholars divide the world into classificatiops such as
advanced capitalist countrics, communist (or Marxian-
socialist) countries, and Third World countrics (among
which several types of economic systems occur). In

- 1979, Professor John G. Gurley of Stanford, who, as
a Marxist, is especially interested in the subject, pub-

lished such a comparison.

Gurley found that advanced capitalist nations con-
tained about 20 percent of the world’s people, andl*
produced a GNP of $5,000 per capita on roughly ones .

quarter of the world’s land. They produced about’ 65
percent of the gross world product. Gurley categonzed
twenty-four countries as Marxian-socialist and folind
that théy contained nearly 35 percent of the World'

mately $1,000 per person on about onc-thlrd of the
world’s land. They produced about 20 percent of the
gross world product. (The Soviet }fmon and China

dominate this group, containing 85 percent of its peo-

_ple and producing 75 percent of its GNP.) Third World

nations contained about 50 perceht of the world’s peo-
ple and produced a GNP averaging $350 per capita on
about half of the world’s larid. At the same time, the
Third World produced only. some 13 percent of the
gross world product.

Findings from studies such as the above typically
reveal that both high and low growth rates have been
achieved by nations-in each category (Weaver and
Jameson, p- 214). Thus, itis difficult to conclude which
type of system yields predictably higher or lower rates
of economic growth. One important observation that
can be made is that many Marxian-socialist economic
systems have been having trouble in achieving high
levels of agricultural output. The Soviet Union is a

_principal example of this significant shortcoming.

Findings such as the foregoing do not seem to deter

" either those who favor. purely market-oriented or who

favor purely centrally planned approaches to eco-
nomic development. Both approaches, naturally, have
many critics. Market approaches, say their advocates,

successfully and almost continualy increase GNP per

capita. However, critics oriented toward planning claim
that unemployment and poverty generally increase,
under the market approach and that as a result the

- . distribution of income becomes more unequal in de-
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veloping conntries that wse a purely capitalist method
in ordar to develop, Advocates of government plan-
ning argue that their approach suceessiully increases
the equality with which ineqme bs distributed, Their
criticos dispute this claim, and also say that planning
pets poor resulty, e.g., “by inhibiting the flow of re.
sources to where they are necded;-by imposing, stan-
dardization across regions where diversity Is more
productive; by creating incentives for the most tal-
ented eltizens to enter the political arena and to leave
the cconomic arena” (Bauer, p. 84).

Not surprisingly, in light of the preceding pro and
con arguments about markets versus planning, most

" countries combine elements of both systems as they

try to reach their develdpment goals. These nations
rely upon “mixed systems.” As a group, they differ
from one another mostly by the extent to which they
rely more on cither markets or on planning, to foster
development. Mixed systems, of course, confront pgl-
icymakers with the difficult task of determining which

mix of central planning and markets yields the greatest

progress toward the overall goals of the society. By

choosing to mix systems, policymakers are freed from -

ideological constraints in addressing their economic
development goals. '

£
Case Studies

Abstract systems for achieving economic develop--

ment come alive when they are examined through case
studies. Chile, South Korea, Taiwan, Brazil, and the
USSR represent examples of experiences with eco-
nomic developmgnt ranging from some to a great deal

_of success which at the same time represent the spec-

trum of general options available to developing na-
tions. That spectrum is best visualized as a continuum
with very free markets at the one end and very com-
plete planning at the other. o

CHILE,
impact of a “pure” market-oriented approach to eco-

nomic development was initiated in 1973 in Chile fol-_

lowing the overthrow by a military dictatorship of
Salvadore Allende and the socialist economy he in-
stituted, The new government’s policies decreased the
government share of purchases of the nation’s GNP

the Allende regime bought from private owners were

The ‘most dramatic expérimgnt to test the .

- )
' I -

.
broken up. Finally, taxes were slashed ."\ml indexed to
the eopt of living in an attempt to encourage greater
cfforts iom producerm and workers y increeasing their
take-home pay, ‘ _ -

The consequences of dramatic dhifts in economic
policy frequently take time to emetpyedully, und‘ihs
following must be takenas prelimindsy. Gihss nation.
product increased by anaverage of 7 poxgént annually
from 1976 to 1979, exports increaded, antfogeign in-

“vestment In Chilean businesses made it pigsible for
the industrial sector to expand. Less happlly, Wflation
was persistent, never falling below 30 pereent; un-
employment inereased to 34 percent of the work forcee;
CCOonomic power became concentrated in fewer™
hands—despite thé breakup of monopolies; and social

_discord increased in the carly 1980s.

SOUTH KOREA AND TAIWAN. To theleft of Chile on
the continuum of economic systems with which to
achiave development stand South Korea and Taiwan.
They-—with Costa Rica, Hong Kong, and a few oth-

share the distinction of having used a mix of de-

it policies that produce growth with benefits

spread fairly evenly throughout the society.

ies are probably uniquein that they started
950s with skilled work forces, opportun- .

d’news industrial capabilities (required by

ities to%

. the ravages of war in the case of South Korea, and due

_from 41 percent to 20 percent by 1978. Enterprises that . .-

to resettlement from the Chinese mainland in the case
of Taiwan), massive foreign aid, and preferential treat-
ment'in the United Stites for their exports, which they
.aggressively marketed. The political leadershipin both
countries encouraged investment in industries and
processes that yielded contindefis improvements in
the production of goods and services. The people in
both cases were culturally homogenous as well. (It is
only fair to note that the governments of both coun-
tries—that of South Korea even more than that of Tai-.
wan—cannot be considered as democratic.)
In addition to the particular conditions mentioned
above, the governments played a key role in the de-
“ velopment process. In Taiwan, much favorable atten-
tion was given by policymakers to the farm population
as well as to the development of heavy industry. Part
of the attention paid to farmers included the placing
" of industry in'rural areas, thereby providing alterna-

"’ tive employment opportunities for farmers and those

sold back to'individual interests very rapidly. In 1973

the government owned 507 firms; by 1977 the govern-
ment owned only 70, and the aim was to get the num-
ber down to 15 by 1980. Tariffs were cut from an average
of 94 percent in 1973 to 10 percent by 1979, thereby
widely opening the economy to international markets.
This step encouraged greater efficiency by compelling
Chilean producers to compete with producersin other
nations. Government controls of all prices were elim-
inated and monopolies in business and in labor were

" displaced from farming. The policy also had the effect

- of preventing a mass exodus of farmers to large cities

20

. unprepared to accommodate them with jobs and ser-
vices. In addition, the technologies introduced through
public policy were labdi-intensive, that is,. they re--
quired the employment of many rather than few
people. _ ,

The results have been remarkable. The growth of
Taiwan's real GNP per capita increased from anannual
average of 2.6 percent between 1953 ang 1966 to an

op



- annual average of 5.5 percentbetWeen 1970 and 1977.
‘South Korea did even better. According to the World
Bank, South Korea averaged a real GNP growth rate

per capita of 11 percent annually in 1974-78, and a

somewhat lower but still unpressrve 7 5 percent in
7 1978—80 o

BRAZIL. Further stlll to the left on the contlnuum,'

‘Brazil uses a mixed system for economic development.
_ Itincludes a larger. amount of government planning
" than do Taiwan or South'Korea. In an attempt to help -
markets operate sat1sfactor11y, the government influ--
" ences the economy, by settlng prices, wages,_ taxes,

and tariffs; these actions affect the behavior of deci-

sion-makers in markets and.therefore alter the econ-

- omy. The government also owns industries, including

. On the plus side, there ha
in growth in the major sectorsof the economy—rang- ,

“

" the electrical, banking, steel, and petroleum indus-

tries. Public policies also encourage foreign invest-
ment. About 50 percent of the 500 largest companies

in Brazil are foreign-owned, and account for nearly
half of all sales. Development of the economy is pred-

icated on the sale of exports, and, as a result, con-

sumption of goods and ‘services produced in Brazil,

especially consumption by the poor, is discouraged.
Successes and failures co-exist:in the Brazilian case.

ing from about 4 percent to 10 percent—since 1920.

“Employment has increased faster than populatlon, .
thus reducing unemployment. However, these gains
have been accompanled bya chromcally hxgh inflation |

rate. It has on occasion exceeded 100 percent per year.
Moreover, the distribution of income has become so

. skewed as to_cause an increase‘in Absolute poverty in

some aréas. In Sao Paulo, for example, infant mortality

" rose from 62 to'93 per 1,000 in recent years, .probably

partly because the $hare of total income going to the
lowest 40 percent of the population fell from 11 per-

cent to-9 percent. And"Brézil has borrowed heavily

' from abroad; contracting debts that the country at -
. ‘times ﬁnds drfficult to repay

| SOVIET UNION. Because of the dommant role played ,
by its government, the Hoviet Union is about as far -

to the left on the continuum of systems for achieving
economic development as any" other country. Of

' course, it is ndw-considered a developed country, but

it is instructive to recall briefly: how -it reached that' .
_stage and Wwhat problems it still faces.

Following the Russian Revolution of 1918, the new

government seized all’'economic power from private -

- owners by expropriating landed estates and industrial

- ership and control. lndustg became the favored-sec- . °
tor of the economy. Certain key industries (e.g., steel)

. received the most advanced technology. undef'the as-

. sumptlon that rapid. mdustnahzatlon today would

enterprises and then establishing centralized own-

been dramatic increases

“create the capacity for the nation to produce a high
level of consumer goods for the Soviet. people to-
morrow. M1htary production rather than productlon :

~ for the consumer market becaine of highest impor-

- tance as time went on. Agriculture was merely kept
at a level sufficient to feed industrial workers well.

- There were many changes in policy through the years,

"and the.Soviet Union on the whole hasmade a great -
deal of economic-progress from the conditions pre- -
vailing in 1918. But has it heen enough?" :
Some judgients are possible, although data for the -
Soviet Urtion are: not ‘as freely available ‘as those for
most other developed nations and because the num-.
bers which enable many comparatlve judgments to
-be made in économics (e.g., pnces, wages, exchange ,
rates) are set by the very governinent whose planning
practices one wishes to judge. Notwithstanding these
difficulties, one can conclude that through most of its
history the Soviet Union has increased the quantity
of the goods and services ava11able, ‘although the qual- -
ty—and sometimes the supply—of these goods and
-services is a frequent-source of grumbhng by Soviet.

 citizens. It is clear, as-well, that in the sectors of the
. economy favored by the. planners—especially in the

-output of certain mllltary goods—therSoviet Union
successfully - produces’ products that serve their in-.
tended purposes. The ofﬁcuzl distribution of income is "
e
mote equal among citizens in the Soviet Umon than.
it is among citizens in many market-Oriented ‘econo- -
mies. But:this leaves out the distribution of perquisites
(such as suminer homes, access to forergn imports, -’

~ etc.) to favored ‘individuals such as government of-

ficxals, sc1ent1sts, athletes, etc., andfhe distribution .
of perquisites is vastly unequal In fact, for many of
the favored, the “perks” are more important than theif'

. “regular” incomes. Thus, when perquisites are added

tothe official income figures, it is likely that one would
find a quite unequal distribution of income.. -

“The Soviet Union states that unemployment does. -
not exist there, Apart from the question of whether
that is truth of official fiction, many workers are used
mefﬁmently so that widespread underemployment of
people exists—a form of hidden unemployment. Fi- -
nally, as recent experience shows, Soviet agriculture
~still has many problems.' An unusually large per-
- gentage of the labor force works on farms, and even
so, much grain has fairly often had to be imported.

What can we conclude from this brief examination
* of the economi¢ systems available to countries when
, they try to develop? First, as already stated, economic
development can take- place under a market system,

. a planning system, or a.system that mixes pollc1es

' from both. Second; if the five cases described here are
representatlve, it is possrble that mixed systéiris’ that
retain important characteristics of a market system are
more effective than either pure market or pure plan- -
_ning. systems Mlxed systems may be better able to




address sunultaneously the vanety of goals—e 8 hlgh |

. growth, full empldyment, a fair distribution of in-

" come, price stabrllty—that developing countries typ-
" ically try to achieve. It is also clear that political stability
* provides a-favorable environment for. économic de-

'velopment so long as that stablllty is not ‘maintained
by means that are too repressive or are random and
-unpredictable.

. Economic policymakers jn developmg countries have -
a task of great dlfﬁculty They need to be extremely

- o FOREIGN AID: EXPERIENCES AND LESSONS

.,4,

Desplte the fact that govemment-to—govemment as-
sistance has been the primary means developed na- -

* tions have used to assist others in their development,

- some of the research on the period of the 1950s and =
'1960s reveals that foreign aid does not make adecisive

_differénce in the ability of a nation to' develop eco-

nomically (Bauer, p.96). In fact, sometimes forexgn aid-

can be harmful.
- The possible harmful effects of aid can take several
forms. For example, foreign aid in the form of goods

- that are already being produced in the receiving coun-

try, e.g., types of food, can depress prices, discourage
 producers, and thereby curtail production. Foreignaid
~ designed to encourage saving and mvestment innew
" plant and equipment may promote industrialization

_that backfires because it displaces too much;Jabor and -
as a result curtails consumption by people who are.

already poor. Such industrialization may also bring on
. unnecessary govemment planning or controls.

It is also widely recognized that aid frequently does .

not benefit or flow to ordinary people in developing

nations but to specific groups that hold political power.
The result may not only politicize economic life, but -
Aalso can encourage the maltreatment—by expropria-
tion and other measures—of economically productive .

" but politically powerless people, especially minorities.
In such cases aid usually shields: those who pursue
practices harmful to economic development from the

: consequences of their actions. -

The Knowledge Factor - e

"In the United Nations and elsewhere emphasls is

increasingly being placed upon aid that encourages,

- developing nations to help themselves. Since in-
creased knowledge is necessary to achieve that goal,
aid that increases knowledgeinthe receiving countries
is highly important. Some examples include knowl-

edge about how to produce goods and services with
, less materials, how to use resources that are plentiful

-

careful that the economic pollc1es they choose produce
the results they desire. They need to remember that

" not all countries that undertake development turn out

to be very good at it. They must also take account of ..
how their political system can affect the success of

*  their development policies. And it is-likely that the -
‘more the purpose of economic developmént is to en-

hance the well-being of the inhabitants rather than to

' “aggrandize the power or pomp of the state, the more .
_-'11kely will development take place : S

<

‘ '}f‘l‘? . . o

oe

and cheap in place of those that are scarce and expen-

' ._sive, how to obtain energy from relatively. i inexpen-

sive, renewable resources rather than from expensive .
fossil fuels. Aid of this kind transmits knowledge in:
order to help developing nations to produce more.

~ And this increasingly ties aid to'an output cntenon,

i.e., the amount of measurable increases in economic
development resulting in the receiving countries. This

criterion is tending to displace measures of aid, from

the donor point of view: how large a percent of a donor - .
country’s GNP is devoted to aid or how large the con-

tribution of an international agency is. :
- Knowledge related to development in the ways

" mentioned above is quite different from knowledge in
the form of transfers of relatively advanced technol-

ogies. Thelatter have historically been an important

~‘component of forelgn aid.. Transfers of technologyof- "
" 'the types provided in the past have often failed be-

cause the form in which the technology was received -

‘was inappropriate to local needs and circumstances.

As a result, during the 1960s it was commonplace to
hear stories about farmers leaving expensive machines
to rust in open fields because the farmers didn’t really
know how to run or repair the equipment, because,
replacement parts were unavailable, or because the
machmes had been used for mappropnate purposes

, Technolog1cal Assrstance ‘

Today, in contrast to the past, technologlcal assis-"

‘tance is made available on the condition that it be ac-

companied by a description of any policy and
institutional changes the receiving country. should

‘make in order to use that technology successfully. An-
. other essential difference today is an emphasrs upon
_problems that need to be solved in the receiving coun-.

try through technology rather than upon transfers of

" technology without regard for the needs or cultural
“setting of the receiving country. ‘Sincethere are usually

a vanety of technologies which can be employed to )

3
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solve most problems, it is obviously desirable Yotrans- .

. fer the one with the greatest likelihood of succeeding
in the given economic, institutional, social, and eco-
logical context. That is what the contemporary ap-
proach to foreign aid endeavors to do.

* Technological transfer also depends on the level of -

literacy.or of general education, of skill, of technolog-
ical know-how, of health, etc., of the people of a so-
ciety (i.e., on the amount of what economists call
“human capital”). Clearly, it is difficult to introduce
" new technology for either agriculture, industry, or ser-
“vices unless there is a labor force capable of working
with such technology or of being trained to do so. That

is another “foreign aid lesson” that has been learned. - *
Aid that takes the existing level of technology and’
human capital into account often tends to provide de-

“veloping nations with simpler technology than de-

_veloped countries use. But just because it may be less -
complex, more labor-intensive, more sub]ect to local -

‘mastery, repair, and control, and more in ecqlo cal

and cultural harmony with its surroundings-tHar

' prov1ded in the past, today’s aid can turn put to be a. '

lot more -effective than more advanced technology

would be. Today’s aid compared with that of the past -

often focuses more upon agnculture and certamly

shows enhanced concern for individual welfare and
* the actual productivity that a people can achieve. Such

emphasis on the quality of aid has brought a corre-
sponding emphasis on how transfers of technology
affect the receiving country’s sgaety aswellasitsGNP. . .
Given the newer emphasis in the available foreign -
assistance from developed nations, at least two chal- .
lenges face developing countries. One, they must de-
cide how much outside influence from developed :
nations they will tolerate in their own economies in

‘exchange for the aid they receive. Mémories of colo-

nization are vivid for many present or potentlal recip-
ients of assistance, and even the appearance of renewed
dependencein exchange for outside help may be more
than they choose to bear. Second, deeply rooted cul-
tural values and customs may be disturbed by changes

- made in pursuit of economic development. The re-
actions to disturbances of this kind
-to control. Such reactions can be prof

_ a considerable period, as Sccurfed in Iran beginning

y: not be easy:

w1th‘ the Shah of Iran’s overthrow in 1979. How de:
g countries deal with matters of this kind can
be expected to have aconsiderable bearing on how -

" these countries develop in the future

SOURCES OF FOREIGN AID TO DEVELOPING NATIONS

Forelgn aid to developmg nations con51sts chleﬂy of

‘loans or grants thatdeveloped countrieslend orgive—

either directly or through international institutions—
“to developmg countries. Some aid consists of com-

modities (e.g., food), and some is in the form of train- -

ing, advice from outside experts, and technological

assistance, but most is in the form of moneyand much -

of this money is tied to specific projects, e.g., a health

‘program, a highway program, an edycational pro-

gram, the development of a particular industry, etc.
Foreign aid should bé distinguished from other types
and sources of funding. The main type-of funding it
excludes is the sort that is available from-the Inter-
- national Mopetary Fund (IMF). The principal purposé’
. of the IMF, whose members are practically all the gov-
“ernments of the world, is to give short-term financial
assistance to countries that are experiencing difficul-
“ties in their balances of- payments In lay terms, the
- IMF helps countries.that can’t or soon won’t be able
to meet the current bills they owe to the governments
of other countries orto private parties there. Countries

~ that borrow from the IMF must pay back thelr loans

‘within a few years.

' The main source,of funding that the de51gnat10n for- _

. eignaid excludesis that which flows from privatebusi:
-ness to developing countnes Such fundmg chleﬂy

includes the followmg types of flows: the direct'in-
vestments corporations make in developmg countries -

- for factories and other business facilities; portfolio in-

vestments—typically in. the form of ownership of

- shares of stock or of bonds—made in businesses lo-
.cated in-developing countnes, lendmg from privately

.. owned banks to developmg countries; export credits
‘given by compames that export to developmg(

countries: ok

 Private flows take placein the normal course ofbusx-
ness relations between pnvate business in the richer
countries and private companies or governments in.
the developm g world. The money involvedis the main_

. source.of outside funds for the less developed world.

Such fundmg in 197880 probably excee¢ded $50 billion

_per year net, (Statistical Abstract, 1981, p. 900) that is, -

after subtracting what developing countries paid back
in the form of dividends, interest, or repayment of.
loans because of previous mﬂows of pnvate capital

' from developed countries.

- Official foreign aid—or devefopment assistance— -

' came toabout $27 billion netin 1980 (Statistical Abstract,

1981, p. 900). About $14 billion was given outright by
richer countries to poorer countries as grants; another.
$4 billion was provided in the form of loans. Of the
remaining $9 billion or so, the main single other source
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was the Internationval Bank for Reconstruction and De-
velopment, more familiarly_known asthe World Bank.

‘The World Bank

ﬁfty years. Some countnes, in fact, receive both IBRD '

_The World Bank prmapally exists to provide funds

for worthwhile projects.and programs that contribute

to economic development in developing coﬁ\tnes '

o

‘More than- 140 countries are members of the World ~ -

‘Bank, and all have paid in the funds that constitute .

the bank’s capital. Most of those countries dre the very

. developing countries that benefit from the'bank’s op-

erations; consequently most of them have paid in com- -
paratively nominal sums. .Almost all these funds are

in the members’ own currencies—currencies which

generally are not used in international transactions.

and IDA loans. The biggest share of loans made by
either arm of the World Bank usually go to agriculture
and rural development (e.g. rural roadbuilding or lo-
cal irrigation).. The other major types of projects fi--
nanced by the bank are for energy, transportatlon,
industrial, and educational projects.

. The World Bank disbursed $8.4 billion through the

" IBRD.and IDA in the fiscal year 1982 (July 1, 1981-
June 30, 1982). After deducting. interest and repay- -

ments of principal on past loans and other charges to

borrowers, net disbursements came to $4.4 billion. Of 3

the total loans made by the World Bank since its es-

tablishment after World War II, most have goneé to

" nations in Asiaand Latirv:America. The largest smgle.

The bulk of the World Bank’s capital, about 95 per-
cent, comes from the developed-countries. This capital -

consists of or can be converted into, currencies that

“are very much in use or in demand mtemahonally
" Besides raising additional capital on occasion, the

World Bank more or less regularly adds to its financial

 resources by borrowing in world financial markets. It

typically sells long-term bonds to private lenders in
developed nations and lends the proceeds to the de-

~ veloping ones. As a result, the bank is the major mul-

tinational agency in thie world that channels financia
resources from developed countries to developmg

ones. (Among the other multinational agencies are re-

gional banks in Asia, Africa, and Latin America, but

all are much smaller than the World Bank.)

*

The World Bank’ operates three arms with which to
dddress different needs in developmg countries. The
principal funder among the three is the International
Bahk for Reconstruction and Development (IBRD). It

-grants. loans for projects that, after careful analysns, N
.are judged to be capable of facilitating economic de- -

velopment. The bank usually finances only-a portion

from the governments of developed countries or from
other official international financing agenaes Borrow-

~‘ers must pay a rate of interest that is related to thet

bank’s own cost of borrowmg These loans generally
must be repaid in twenty years or less.” . -
For poorer developing countries the bank, through

. its International’Development Association (IDA) arm,

: makes loans at no mterest whlch are repa able in

~ Corporation

-and helping raise loan and equi

‘borrower has been Indla, followed by Brazil, Mexico,

and Indonesia.

The bank’s third arm is the International Finance
(IFC? It was esTabhshed (IBRD Report
1982, p. 17)“ e

L S

to further economic development by encou:agmg the growth '
of productive pnvate enterpnses In addition. to providing
capital, the Corporation
works to strengthen the confidence of investors.and pro--
mote investment opportunities in the developing world. It
uses its own resources to assist investors assemble the néc-
essary financing, technology, and management needed for .

: _the establishment of producuve enterprises.

‘The IFC approved investments of $612 million'in.
fiscal 1982. Manufacturing endeavors, as usual, got* .

‘the most money, followed by financing for agriculture

 and related activities, and financial institutions:. The
IFC tries to sell its share of the projects in which it

_of the cost of such projects; most of the rest comes .

*.engages to private- ‘hands as these pro)ects become -

attractive to investors.

" Although the bank has many critics, most observi ers.

believe that it has made at least two significant con*
tributions to developing nations. First, it has. earned

* the'.confidence of lenders that loans made via' the

" World Bank are safe, which has helped increase thé-

. flow of funds to developing countries. Second, the -
bank has made it possible for developing nations to. -
build the roads, waterworks, power plants, and the -
like on the basis: of ‘which other mvestment—fre-

qyuently private mvestment—can occur.

1

c' NCLUSION

Nations endeavoring to deVelop eéonomically face

a staggering array of problems or needs that vastly -

exceed the resources available to. eliminate or amel-
jorate them. Although progress has been made in

. slowing the growth of populatlon in many developing
-countnes much remains. to be done to provide the

2 -

vgood health, adequate nutrition, and education that -

is conducive'to and a sign of economic development.
Resources to improve both economic and social ‘con-
ditions can come in part from developed nations or.

.from international institutions, as they have in the past.

However, unless resources recelved from abroad are
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used in a manner that will contrlbute toa developmg
nation’s ability to increase its own output of goodsand
services on a continuing basis, economic development
will not result. Each nation, through its own.institu-

tions—including market forces—must effectively deal - .

with the conditions that must be changed orimproved

in order for development to take. place ‘Both private -

~and pu'bllc policies that encourage rather than thwart

the required changes must be put in place. A country’

must also decide what mixture of market forces and

" of planning it wishes to rely on. This choice normally.
requires a political decision that will bé made demo- -

. cratically in some countries and.imposed in others.

Rational and simultaneous decisions on all the is
sues posed when undertaking economic development -

would strain the abilities of even the most developed
nations. However, most poorer nations today; . partly

becauseé modern means of communication and trans- -
portation make them conscious of the muchbettercon- -
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L INSTRUCTIONAL ACTIVITIES
PHYLLIS BAILBY

RATIONALE AND QBJECI'IVES’

Qulte naturally, the poorer nations of the world want to ach1eve economlc development, ie., become less

poor. As members of the world community,. students should understand the needs and aspirations of such - -

countries. That understandxng shéuld encompass the data as well as the problems and:complexities ‘of the:
. developmental process. Obvxously, it is essential that stidents relate the economic development of each' nation
to the particular conditions there and also take into account pattems common to all developmg nations. The

extreme importance of laying ethnocentnsm aside when analyzing a country’s econonuc development efforts

. The instructional achvmés that follow were concexved in the foregoing ppirit. They are also desxgned to let
students progress from simple to complex ideas and from descriptive to analytical material. The initial activities
introduce students to such tools as statistical indexes and a historical model of development. In subseqiient

* should also be obvioiis. }

" activities, students engage in comparatlve study- of several economi¢s as well as of two key problems faced by :
many developing nations—how to increase agricultural output, chiefly food, and how to keep population from ' -
growing too rapidly. It is essential that the instructor act as a facilitator by raising quesnons, pfesenting evidence, . -

- and the like, but letting students come to their own conclusxons about how economic development can best take ‘
' place .

' 'Related

@w e W N

o .\1-.6\' a

) o L 7 7 Instructional .
" " Instructional Objectives Lo Activities. ol
| .Students will be able to: | " | | |
-1 Dxfferentlate between deve10ped and developxng countries by selectmg the charactenstlcs o o
specific to each type; ' L P o L2
Define developed and developing countnes, T . R | IR o 1,20
Describe and explain factors that govérn a country’ s rate of econonuc deve10pment, R 4 1,35, 6
List the five stages- -of Rostow’s model ‘of econormc development, R . 3 T
Descnbe personal economic choices and trade-offs pe0ple in a developmg country rmght o
face as its economic development proceeds, o 4 ' 4
Explam the role of food productxon in economxc deve10pment, ' '5 4
Present a brief history of population ‘growth, Co | J6
sttmgulsh betWeen population trends in developed and developmg countnes, 6 .
Descnbe the 1mp11catlons of current populatlon trends for economlc development 6 :

All the handOuts and v1suals for the mstruchonal activities are on perforated sheets at the back of this volumel

. N
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Instructronal Actl\uty 1 “

DISTINGUISHING BETWEEN DEVELOPED AND DEVELOPING
COUNTRIES: AN INTRODUCT ION

' . Recommended Use: Asa lesson wrth which' to ‘begin the study of economic
S ' o 'development Appropnate forworld hrstory orsenioreco- S
- B = ~ * nomics courses. R o ' o
: . Time Required: One class penod o r S . S
- }Matenals Requrred Pictures of products or pubhc facxhtles ce T 3 i .
- Ratlonale . This opening ‘lesson draws upon students’ prior knowl~ S
v ;- - edge to begin establishing preliminary definitions ofeco- .~ - .
T nomic developmentbefore lookmg atvanous measures of - L
o . S development. . : R
' : Concepts: Developed countries, developmgcountnes, econormc de-’ L S
: T - velopment process. N - L
Instructional. .., 1. Distinguish between charactenstlcs ofdeveloped coun-' o ;
‘ ~ Objectives: -~ ~ “tries and developmg countries; - S o
‘ : o : 2 Develop preliminary deﬁmtrons of developed coun- ° R
' . Co ,tnes (DC) and developmg (BVG) countrxes, S
" ' o o L : -3 Develop a prelumnary definition of some factors in-
e o , . volved in economic development ; T , .
Teachmg Strategy P Pupll Act1v1ty o |
1, Prior to this teachmg achvrty collect and mount pxc— ~ Students should begin to analyze the prctures placed
turesxepresenting such products or public facrlmes ' around the room. . , ‘

as the followmg &

: automobxleL calculator, TV set drshwashmg pow-

- der, modern farm machinery, ranch home or so- ,
¢ lar house, typical store bill, charge card, modern
school, lawn mower, super highway, spinning
“wheel, pottery jar, wicker basket, crude sampan .

~ or similar type of boat, dusty road village well,
horse drawn cart; hoe.. ,

After preparing the pictures, number thém con-
secutlvely and scramble them so that those char- o
. acteristic of developed countries are intermingled
‘with those characteric of developing countries. D1s-
play the pictures around the room. "

2 Have students analyze the plctures in hght oftheir ~  Students should analyze the plctures In this process :
. answers to the following questions: they should arrive at the groupings Developed Coun-

‘@ Which pxctures illustrate similar levels oﬁ§co- tnes and Developmg Countries.
- nomic development? : -

- I
. '



. @ Into what groupings do the pictures seem to fall?
® On whattbasis or criteria d

* groupings?

you arrive at these

® What headings riught you ass{gn to these -

grou pmgs? -,

- NOTE: You'may need to steer students to use these

groupmgs

3 At this point place the headmgs ”Developed Coun-

'« tries (DC)” and “Developing Countries (DVG)” on
the chalkboard. Divide the class into two groups, -

one for €ach heading. Instruct each group to think

- of descriptive phrases for its assigned heading and

" to write the phrases on the chalkboard under the
appropnate headmg

'(NOTE: It may be necessary to prov1de an example -

* for each group; e.g., Characteristics of DCs: mechan-
ical appliances; Characteristics of DVGs: simple farm-
_ing tools.) ' ‘ .

¥

After the groups have developed their destriptive
phrases, conduct a review discussion of them. From
the discussion, develop a preliminary definition of
. “the process of economic development” implied by

“the pictires. The deﬁmtlon should include such '

activities as:

establishing industries, imprm)ing agricultural '
techniques, establishing improved communica-. -

* tion and transportatlon systems, incréasing pro- .

ductivity, and raising managementand techmcal .

skllls

4. Evaluatzon Have students review the definitions as
well as’ the characteristics of the DCs and DVGs.
Then ask them to locate pictures of additional prod-

" uctsor facilities characteristic of DCs, discuss them,
and add them to the DC list.

Charactenstlcs of DCs such as the followmg should
appear in the DC list: '

~ advanced technology, mass production, mechamcal

appllances, mechanized agriculture, mgdern hous-
mg, complex consumer goods, mass education, |

Charactenstlcs of DVGs such.as the followmg should

-appear in.the DVG list:

lack of industrial development, poor systems of com-
munication and transpottation, nonmechanized ag-
riculture, high rate of illiteracy, comparatlvely low
living standards . S

'~ Students should mention such products or facilities as

fast-food restaurants, hospitals, other medical care fa-

o cxhtles, stereos, etc.

29
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. o Instructional Activityﬁ - B

USING STATISTICAL INDICATORS TO MEASURE ECONOMIC ‘
- DEVELOPMENT
]

" Recommended Use: }n"fwoﬂd history or senior economics courses.
Time Required:. Two class penods ..
~ Materials Required: Handouts 2- 1, 2-2, 2-3, and 2-4 '

Rationale: - Students should be able to use various statlstlcal indicators
' “to measure the level of economic development of a coun-
- try. They should become familiar with the defipition and
 characteristics of the DCs and DVGs while recognizing,
.that there are sometxmes dxfﬁcultxes in classtfymg 3

, economies. - -~
v Concepts: . . Statistical mdxcators, deveIOped countnes (DCs), devel-
IR oping countries (DVGs), economic development.
~ Instructional After analyzing the information i in the handouts, students
' Objectives: will be able to: o o
‘ '. ) _ 1. Defin€ the terms statistical indicators, economic de-
N . . ~ velopment, DCs, DVGs;

2. Classify econoniies accordmg to their charactenstlcs,

3. Understand that a poorer country may be described as
' . developing if it produces more goods and services per
. capita practxcally every year, i.e., “real” GNP pér capita
o keeps nsmg (see the Overview Introduction.) -

*

| 2
Teaching Strategy .. . Pupll Actlvxty
1 ‘Discuss the meaning of the term statistics. Clarify -~ Students should define the term statistics as ”the clas-

- the meaning by asking students to provide exam- . snﬁcatlon of facts based onthe number of occurrences
ples of statistics thh Wthh they are famﬂlar a :

2. Distribute Handout 2-1, "Two Economles A Com-
- parison,” and explain each of the. statistical indi-
~ cators of economic development that it contains.
~ To aid students to analyze the data in the handout R , o
ask such questlons as: .- Answers to the suggested queStions are:

 What is the stgmﬁcance of life expectancy statis- - They indicate the level of such thmgs as medical care,
tis and infant mortality rates? . .~ . medical facilities, and diet avallable ina country
‘o thch country has the smaller populatlon per'- Sweden., :
physlcxan? ,




® What doces the term per capita income mean? Total income earned by the residents in a country di-
- vided by its population. Usually, the higher a coun-
try’s per capita income, the more developed it‘is

. considered to be.

'@ Judging by the data in the handout, which coun- Sweden.
try is more developcd? . Lo o

" 3. Divide the classintosmall groups. Distrib ute Hand- ' .Students work in groups to complete the worksheets.
outs 2-2 and 2-3. Assign responsibility for columns ‘ ‘
3-5 to one third of the group, columns 6-8 to an-
other third, and columns 9-11 to the last third. Go
over the instructions that accompany the work-
sheet with the class. Then'have the groups com-
plete the sheets. Reassemble the class and go over
the answers: project a transparency of the blank
worksheet, and as group reporters contribute an-
-swers, fill in the blanks on the transparency. (NOTE:
The statistics for Sweden and Brazil are not the same

' mLHandout 2-1.as in Handout 2-2 because the data
cover different years and, in some instances, the
underlymg concepts in the two handouts differ.)

)

To guxde students in distinguishing between de- Students should list the followmg as characteristics of
' veloped and 'developing countries, conduct a dis- developed countti s

cussion in order to compile twolists, one describing . High level of per-mpxta GNP; rates of growth dxffer
characteristics of DCs and the other describing those . = Low populatlon per physxcian

of DVGs. - v . Low infant mortality rate

' ' High life expectancy
High literacy rate
“ . - High energy consumption per capita
. : Low percent of labor force in agriculture

- High percent of labor force in servicesand in industry

- The list of charactenshes of developmg countries should
- include: ‘ '
Low level of per—capxta GNP; rates of growth dxffer ,
High population per physician
High infant mortality rate- '
Low life expectancy -
Low literacy rate
- Low energy consumption per capxta
‘High percent of labor force in agnculture
. Low percent of labor force inservicesand in mdustry

4. Evaluatwn sttnbute Handout 24 and have stu-
‘dents explain how these statistical indicators re- - -
flect the level of economic development m a’
country

-




- Handout 23
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Instructional Activity 3

STAGES OF ECONOMIC DEVELOPMENT

Recommended Use:  In economics or in world history coursies,

Time Required: Two class perlods,

- Materials Required: Handout 3-1,

Rationale: The purpose is to introduce the concept of economic de-
@ - velopmentasa continuous process involving many factors
o over a long period of time.

Concepts: Economic growth, incentives, disincentives.
Instructional Students will be able to:

cctives: ‘ :
Obj 1. Describe the stages of econoniic ;,rowth as presented :

by W. W. Rostow.
2. Enumerate the variety of factors involved in a nation’s
cconomic development over a period of time;
" 3. Point to selected factors or conditions as either incen-
tives or disinccntivcs to economiic development;

4. Classify certam nations’ cconomles according to Ros-
v . . tow'smodel;, ' .

5. Understand that Rostow’s analysisis controversial and’
isnotaccepted hy ajlcconomlsts or historians, and that
it is presented Irere because it is a useful frame of ref-
erence for students.

'

Teachmg Strategy Pupil Activity

1. Distribute Handout 3-1, ”Rostow s Stages of Eco- Students read the handout. -
nomic Growth.” Emphasize to students that the . .
handout briefly describes th& stages through which : )
the’ developed nations have historically pro- o :
gressed. Explain that Rostow’s stages-of-growth SR : )
idea is not accepted by all economists or historians, :
but that it will be helpful to students as a way to

organize infarmation about economic growth (see'

COMMENT on page 34).

. 2. After, students have completed the reading have
-, them develop & series of descriptive phrases for
each stage of economic development. Emphasize

_ that the phrases should describe the economic, po- .

litical, and social characteristics of each stage.

3. Conduct a class discussion to summarize the read-
ing, using such questions as: ' . .

. T
In classroom discussion, students answer the specxﬁc
questions fhat follow thie description of each stage.

Students suggest a set of descriptive phrases for each
stage of development and develop a table that lists the
characteristics of each stage.

°

N



- @ Whatfactors encouraged economic development?

e a ) _ .7

-

fen

® What factors, diécouréged_ economic develop-

‘ment? o
S

' 4. Evaluation: Have students classify the ‘economies of .
various countries based upon the historical model '

presented. Assign a range of econdmies, e.g., tra-

ditional China, ancient civilizations of Africa, me- -

* Students should name the following as factors en-
couraging economic devélopment: inventions, inter- - '

‘national trade,.a new class of entrepreneurs, de- -

- velopment of banking systems and markets, increased

- transportation and communication, mechanization of -

 changing value systems. .. -

agriculture, the development of stable governments,

Students should

 couraging economic development: emphasis'on man; .

v

name: the' bfiorl’l'owing as factors dis- .

h  ual agriculture, lack of modern technology, lackof sta- -

~ble governments, emphasis-on a- traditional value

dieval Europe, nineteenth-century Europe, West = -

‘Germany, Japan, India, Pakistan, Kenya, Argen-
tina, etc. Encourage students to use a variety of -

sources, including appropriate history books or téxts
to aid in the classification. S 3

[y

-system.- -

 Students should investigate theeconomies; place each -

economy in the appropriate stage of developmerit; and
‘be prepared to justify their placements. . = -

<

-

,

" Does Rostow’s model of the stages of development pro- -

vide useful insights into the development process? There.is
no doubt that it does. However, the model suffers from af

~.least two important shortcomings. These may impede its

" must be highly arbitrary.

use as a guide for formulating public policy.
1. Economic development cannot be divided into precise

stages. Growth is a continuous process, not a discreté one. T

Therefore, any, attempt to separate it into distinct periods

points at which one stage ended and another began. Nor

would any two individuals necessarily agree on whether the

society even experienced a particular stage.

"'2. It is not necessary fordinvestment to rise rapidly before
sustained growth can take place, as.occurs in Rostow’s take-
off stage. Some countries have experienced ‘steady devel- .

~ opment resulting from gradually rising levels of investment

" . -over a long period: Nor is it necessary for an agricultural

* . revolution—a modernization of farming techniques—to pre-

a '
e
LA
°
&
H X ‘
» - . -
i/
-~ .
-
o
ke

No two individuals viewing the .
- pastgrowth of a society would nécessarily agree on theexact . -

N

P w g ,

-~ COMMENT

" cede anv industrial revolution in order for resources to be

. ‘transferred from the °rural to the industrial sector ..

i

[E]xperiences of LDCs since. World War Il indicate that ag-

- riculfiire and industry may expand simultaneously while
;. sustained development is taking place. - .- oo B

. —Milton Spencer, Contemporary Economics, Sthied. ‘
~ _ .. (New York: Worth; 1983}, pp. 784-785.

-

o Y
k)

| I:c&nﬁot'exﬁbhasi;ze‘ too strongly at the outset, that the

stages-of-growth are an arbitrary and limited way of looking
"at the sequence of modern history: and they are, in no ab-

solute sense, a correct-way. They are designed, in fact, to..

* dramatize not merely -the uniformities in the sequence of
modernization but also—and equally—the uniqueness of

-each nation’s experience. .
—W.W. Rostow, The Stages of Economic Growth, 2d ed.
- (New York: Cambridge University Press, 1971), p. 1.

a
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Instruchonal Act1v1ty 4 | - ,. y

- ECONOMIC DEVELOPMENT FROM A PERSONAL PERSPECI‘IVE 3 o

. Recommended Use: In world h1story or seruor economrcs courses

-

Time Required: = Two class penods e
Materials Required:, Handouts 41 through 4-8 ST e
Rationale: - o The class analyzes a set of scenarios. Students take roles T

e

as individuals who must'make economic decisions that = .
‘will have a great effect on thieir lives and may also affect‘ :

A R o . - the economies of the countnes they live i in..
Concepts: _ ‘Decxsron-makmg, opportumty cost, econormc develop-‘ :
‘n h .- ‘ment issues, mvestmeht : -
Instructional S Students wxll be able to: _ ‘
: Ob]ectwes: _~ .1t Describe the sltuahon in each scenano, ' ,
~ 2, '_State the econormc development issue mvolvedmeach_ T | L
_scenario; : - s DR

Teachmg Strategy : o .?

1.

2

Divide the.class into groups of three. Tell students

_that they willbe investigating some case studies in
which an iadividual is faced with a decision that. -

: : e
. 4. Explam what effect the md1v1dual’s decision ineach.
*, - scenario rmght have on the economy of the area.

_ 3. Explore the optxons in each scenano before reachmg an
.- economic decision;

' Pupll Act1v1ty

illustrates the personal unpllcatlons of economic

. development. Emphasize that they are to assume

the role of that individual within the context of that
particular culture as they- make a decision; At this

point distribute Handouts 4-1, 4-2, and 4-3; onde-

c¢ision-making in the Philippines, Bolivia, and Up- .

per Volta; assigning a different handout' to each
group member. Also distribute one copy of Hand-
out 4-7 to every student. Have students take ap-

- propriate notes on the story as drrected in Handout )
L 47

Revxew the jigsaw procedure of group dxscussxon '
- This procedure -enables students to. become ac-
. quainted with more information on a given topic

than they would be able to acqurre on their own.

In the present activity utilize the jigsaw approach

by instructing each member of each group of three -
- to present and dlscuss a dlfferent, one of the three -

- Students read and take notes on therr asslgned case o
' study o .

o

K]

' Students should assume respons1b1hty for provrdmg -
“information to other group members and for. con- -
- ducting a drscussxon on the1r case study -

. e N
’ - . : : \ -



case studies for the benefit of the other members.
Each person who reads an assigned scenario be-
. comes the “expert” on it. All three scenarios should
be discussed in this mann‘er in each group.

| , Distribute Handout 4-8 and direct students tocom- -
plete the table during the group discussion. En- -

courage students to ask questrons of each expert ”

N.

. Conduct a summary dlscusslon of thé three cases‘

with the whole class using such questrons as:

a..What are some 1mp11catlons for the individual h
- of the economic development processes de-

_ scribed in these cases?

b. What evidénce was there of chan gmg values and .

relationships? What are the economic implica-

" tions of these changes for both the individual - -

and the economy as a whole’

~ c. The concept of opportumty cost is 1mp11c1t in
these case studies.' Ask students to recall and
descnbe specrﬁc instances of opportumty costs

. Utilize the same research and drscussron procedure

for the three additional case studies. These focus
upon economic décision-making in alarger context.

They dealwith choices faced by individual business’

owners and by a village council, and thus give stu-
- ‘dents the opportumty to explore additional aspects
.of economic development. Distribute Handouts 4-

4, 4-5, and 4-6 as well as fresh cop1es of Handouts -

4-7 and 4-8, if needed.

. Conduct a summary discussion of the second set
of three cases with the whole class, usmg such.

.questions as:

..a. How were the economic ChOlCES faced by the

:*individuals in the second group of case studies

“similar to or different from those faced by in-
dividuals in the first group? |

‘b. What additional 1mphcatlons of economic de-

- velopment do the stories, in the second group

_stress?

c.» What economic 1ncent1ves were mentroned in’

the whole sét of case studies?

- _Group members work together to complete Handout )
4-8. S '

'
>

o . S "‘),

 Students should generallze from the case studres, ut1-

hzmg their discussion notes. In addition, they should '

- give a definition and an example of the term “oppor-
' turuty cost.” (Opporturuty cost refers to what must be
_given up, that is, the next most attractive use of the

resource, when decisions are made to use scarce re-
sources for one purpose rather than another.) -

Students take notes on their assigned case studies.
Students should assume responsibility for providing’

information to the other group members and for con-
ducting a drscussron on their assigned case study

-



N Instructlonal Actlv1ty5

S AGRICULTURE AND THE FOOD SUPPLY Ca

<

'Recommended Use: World history or senior economics courses. . -

_-nomic development for three reasons. First, many. devel-
oping nations do not produce sufficient food to feed their -
populations adequately. As populahonsm thesecountries .
grow, the need for food becomes even more v1tal Second, -

‘increases in agncultural production can raise the incomes

" ' of farmers a§ well as provide additional jobs for part-time - .
or unemployed rural workers. d, as food supplies ~ - ...
grow, workers can move from farm to industrial pursuits. S

. Opinions on these matters vary. Students should become
aware of the possible problems and viewpoints. .

Time: Two clags periods. EE, LT :
Materials Required: 'Handouts51 52,58.. . o -
Rationale: - Increasmg agl’lc-’ultural productlon is S1gn1ﬁcant toeco- .

.Concepts: _' " Economic growth, product1v1ty, unemployment
K Instr_uctional Student will be able to ’ :

' Qb_’jectlves: - ‘1. Discuss, the posslbxlmes regardmg the suffic1ency of :
' ' food supply i in the developmg countries several dec- ,-

ades ahead;

2. Describe the changes that deve10pmg countnes must
. undergo to increase food production; = :

.3. Compare the strategxes in Handout 5-2 w1th those in |
Handout 5-3. -

3"

2

Teachmg Strategy R -'_Pupll Actw:ty

_1. Distribute Handout 5 1 Introduce the varymg Students should begm analysxs of two points: of v1ew .
* viewpoihts on e scope of the future “food prob-. - regarding the food problem. They should recognize -

- lem” by having students read™and analyze the - that the same data can be interpreted in séveral ways, .
handout Then ask: ' - o A.dependmg upon the 1nd1v1duals analyng the data‘ :

e How are data on the same subjett mterpreted" - and their v1ewpomts

differently by Global 2000 and Kahn and . . T T T . -' R
Schnelder" S Lo o v , -

@ Based on your prior knowledge/with thch pomt e
of view do you agree? Why?/. S

. What addltlonal informatiofi would you need in Students should mchcate that ghey WOu]d need to 10_-‘ ' -
order more accurately to react to and evaluate cate information on such subjects as: T A

the two points of v1ew7 - ° The pro]ected world population in 2000-

‘

- @ The. pro]ected number of people In the developlng‘ o

countnes by 2000 -

. 3?; 44 5

2 ' . P s




3.

6 'I’lié keykcompone.ﬁts 'of Heilbroner's model of

° 'I"he’ bmsPe'ctS'er annyg] total and per capita qud-
... production in developeq and developing countries

. ‘ e Annual per capita food cbnsum;wtion in developed

Di.s.“'ibut.e Handbut' 5.2 and have students read it v
__inlight of: ' SR ‘ ‘

‘ devélopmem - .

e The ways in whi'chx ﬁe feels this model ahswers ‘

| the question, of how a developing economy can

@ The 1ole of government

puild Capita] - .

~ @ The relationship of agricultural develop‘x‘nen't‘m

. indUStrial ,dévelopment. . '

. -Dismb‘ute-..Handout 5-3 and discuss the Seveh basic

‘hYPOtheS?S' contained in the handout. Then divide
~the class intg geven groups. Assigm each group to

- plicability ang ysefulness to developing countries. '

investigate one hypothesis and to consider its ap-

: Refer smdehts again to Handout 5-2_.' Havé each

and developing COUntries.. - o o
o Projected improVeMmenys in agricultural technology: -
e Projectéd increases: In agricultural prqdliCﬁVi:tY"‘.
Sﬁxdents should be able descnbe the sigpi_ﬁ;_ance"of.
- such concepts a8 hiddey, ‘surplus- of labor,. gnc;eased:
“productivity, internal mjgration, capitalvbulldl‘ng, to
Heilbroner’ s mode »°f» development.. - .-

)

. One member of €ach g o summarizes its conclu~.

- groupeXamine Heilbroner’'s model of economic de- - -sions.
- velopment in ¢helight of Ensminger’s hypotheses.
. Evaluation: H,ye students prepare one-page state-
mentS COmMpaino the Heilbroner and Ensminger - -

points of Viey,

o



- Instructional Activity6 - -
o THE-'BOPULAHQNISSUE TR
. o ‘Rec"mmended Use: In Woﬂd h‘5t°ry or senior economlCS COUISes S Bl
AR Time Required: Twoclass penods S R IR T
S - Materj,] Required: Visuals 6-1, 6-2; Handout 6-1 R ' o
L : Rationgle: .. Ma“Ydevel°Plngcountnesface therblem of g high rate co
R . . of population increase. Even if deVGlOng countries ex-" . = ., o
S o - perience economjc growth, rapid population jncrease de-"7 P
. . : . Creasesthebeneﬁtsona percaprtabasm ECOnomlcgrowth: : ( o
. o " + itself, in its early years, tends to contribute toarisein =~
: ) : populatlon through better health care and ljying conch-‘ LT
P Concepts:  ~ 1’°P"‘latlon gmwth - .‘.7 o x s
Objectiyes: - derst ' ot
- . ) S 1.v_ Unders and the hlstory of populatlon 81'0wth AT
oL o : 2. Understand ‘the current trend of population growth and P
.- s - distinguish between the population trendg in- devel- B
IR ‘ . S . ng Countries and in developed countrigs; .
‘ , S , 3. Grasp the unpllcatwns of current trends in populatmn .
- S o s growth S ’
Teachmg Strategy: e Pupll Actlvrty PR e
1. Pro]ectatranSparencyof Vlsual 6-1. Have students ~ Students complete a table comparmg the growth rate
read and analyze each fact in terms of what’ itin- . for various historical perigds, As part of the analys;s ‘

" dicates about the populatlon growth rate and the'  students compute the doypling time in years in order .
~ doubling time (in years). Based on the facts pre-  to determine the impact of the growth rate. The com- -
gented have studenyg organize the dataintoa table . pleted table should appear as follows RN -
“with theco umnheadmgs as thosemthecompleted ' A

dentsmcompuhng thedoublmg time, (Tofind the - ' | - e ,_';Ann'UaI N
- . ‘number of years it takes for any quantity to double, | =~ - _ .. ' ' G‘rowth -‘Doubling
-'*'dxvxdeltsann“al 8rowth rate into 70)'I'henconduct N - Time . = ‘ Rate - Time in
' a discussion and agj;. |- perld Percent . -Years..
e When has the annual percentage growth rate - Early historical timeé _ 0002 - 35,000 .
shown extraordinary increases? - - 1650-1780- | 03 | 283 .

e What factors mlght have accounted for these in-
creases?

e ‘What does a COrn arison of the growth rate of

“1930-1940 - .} 10 | 70|

- IR SR R

thenCheStcountneswrththatofthe poorercoun- » Currently ichest | .10 | 70
tnes indicate?. . S . i 1 .. | o as
L - Currently poorer -1 20 . 85"
e What s the P°tent1al 1mpact of ttus dxfference in = , S ; 1 25. -

growth rates" ‘ q | | ‘ v‘ ‘ BN . SRR 3.0 . C . 23




Ta reinforce student.comprehension of population
increase, project Visual 6-2, Have students discuss
the implications of both the numbers of people in-
“volved and the doubling rate for (1) the developed

. countries and (2} the developing countries.

l St

2. Distribute Handout 6-1. Have sgufdenté locate the

- geographical areas it refers to on awall map- Then
*.introduce PQL, the Physical Quality of Life index.
Ask students to speculate about the components
that the PQL index might comprise. Then explain

that it is'a simple average of infant mortality, life -

expectancy atage 1,and literacy, with equal We_ight
given to each. For this purpose; the components
were converted to a scale ranging from 0 to 100.

‘Zero is designated. as the worst experignce ob- .

~ ‘served since the end of World War Il and 100 as the
_best experience anticipa

tury,

3. Evaluation: Have each student Ide\'nelbp a series of

- statements which summarize the.various aspects

" of the “population. problem” that have been ex- -

plored. Emphasize that these statements should be
~_in the form of generalizations that include all parts
%, of each aspect of the problem. - .

\ ‘ ':,5/

\

‘Students should infer that the Population of devel-
oped countries will grow slowly or gtabilize. The pop-
ulation of developing countries will grow . com-
paratively rapidly and become a Ja per portion. of the
world’s total population. Students should then hy-
pothesize about the possible congequences of these

* ' two possibilities._

Students analyze the data in termg of;

. @ How much more rapid the POpujation increase is in’

 the deVgloping areas than in the developed ones; -

" @ The two aféas_ w1th the lOV.Vest annual rates of-in-

~ crease; . . o -

" @ The two areas with the highest ra‘tesbof increase.
" Have students use the PQL indey as well as other g

information in the handout to deteymine the relative -
“health, social, and economic statyg of the various re-

« *gions for'which the handout proyides data. . -

.’ Students should include statemens dealing with:

e doubling rate

_’® rate of population increase

‘O;,P‘QL'index S

' Oiothérv aspects of the status of p&pulatiorié SRR
@ relationship of economic dGVQldpment and popu-.
.. lation growth. R B



Handout 2‘1

TWo ECONOMIES A CQMPANSON
- _ (as of Mid-1970 s) o
. F’Opu on\ (in millions) ‘ o o o e 82 — 1035""
~Per capita income (inUS dollars) o o L 10100 . o 1452
Growth of per capita income o B '. o - | ’ | g% L  ‘ : 62%
Population per physwian L 3 - o  _~.590 e '1811 :
~ Infant mortallty rate- (per1000 live blnhs) o - I ‘ 10 - - A - .94 k
Life expectancy (years) o ._ T ) o 73 E : T v61 * |
_ Percent literate - . ’ : S R 999, P - "'66%‘5' _
Per capita energ)i\consumptlon (millions of BTU S . . ; 80 : R | RN 15
M|I|tary expenditures per capita (Us dollars) . o : sy g 5 -
"Percent of labor force in agnculture L : ,. | : v o “ : ' 44:%
",F’ercent of labor force in service '"dustrles T esy e Taa
Percent of labor force in manufactunng } ' S 0, SR ‘.

SOURCE World Bank.




Handout 22

\
STATISTICAI. INDlCATORS OF DEVELOPMENT /
, ' - Infant. -
' Mortallty“ < . o .
‘GNP - PerClplta .| Rate, Lm» Adult |7 B IR C
per | GNP  [Population| (per [Expectancy|Literacy| Per Capita | % Labor | % Labor % Labor
Capita | Growth “per 1000 live| at Birth Rate Energy | Forcein | Forcein { Force In
' (US. 9) (%) Physiclan | births).| (yrs). [ (%) |Consumption*|Agricuiturel Services | Industry
R ) (2 3) @ | ® ® | M @ .| @ (10) (1)
1980 a 1977 .| 1980 1980 | 1977 | ' 1979 1980 | 1980 | 1980
o v . 4 .
North Rmerica N o o - e O
~ United States 11,360 23 -580 13- 74 99 ©11,681 2 66 32
Canada 10,130 a3 560 i 74 929 13,164 /5 -} 66 -] 29
Latin America - ‘ : -, . , ol .
Brazil 2050 5. 1,700 77 63 76 1,018 /| 30 46 24
Mexico 2,090 26 1,260 56 ' .65 81 1,535 36 38 26
Guatemala 1,080 28. 2,560 70 59 na.. 229 65 . 24 21
Peru . 930 1.1 1,530° 88 , 58 80 716 40" 4 19,
Western Europe b ‘ B , ~ R S T
Great Britain ~ | 7,920 22 750 12 73 99 5,272 2.0 56 | a2
ltaly 6,480 36 490 14, 73- 98 | “332- 11 L84 | a5
Sweden 13520 { % 23 560. 7 75 99 8,258 ‘5. | 61 | 34
* West Germany | 13,590 33 490 | 14 73 .99 6,264 47 §0. [ 48
Africa . ' . ' B : . A | B T . ' C :
4 ’. .Ethiépla . . 140 141 74910 146 40 - \15 . 20 - 80 1371 7
ivory Coast, 1,150, | 25 21,040 | 127 47 Y 230 79 17 4
" Kenya 420 .27 | 11630 87 . 55 50 172 - 78 12 10 .
_ South Africa 2,300 23 na. 96 61 . na. 2,895 ‘30 - 41 29
Uganda . 300 -0.7 . 26810 | 97 54 48 39 . 83 1 6
" Zaite 220 0.2- | 15530 112 .47 68 © 100 75 12 | 190
 Algeria 1,870 32 | 5330 118 56 -1 35 - 645 25 .50 25,
Nigeria . 1,010 |57 - 4.1 % | 15740 135° 49 £ 30 - " 80 54 .27 197
" Asiaand . . . ' - . N
- Middle East i N R o -
Egypt 580 3.4 1,050 103 ;87 " 44 539 50 - 20 30"
Syria 1,340 - 3.7 2,570 62 65 58] ° 925 . 33. 36 - 31
India .240| 14 3,630 123 . 52 | 36 194 69, 18 .13
China - . 200| 28 .| 1100 | 56 64 | 66 734 7 12 17.
Indonesia 430 40 | 13670 1 93 53 .62 225 58 - -30 122 .
Japan 9,890 7.2 850 7 76 99 4 ,048 12 - 49 -39 .
Phillpplnes - 690 28 ‘2810 55 - 64 75. 329 . 46 37 17
Thailand - 670 47 | 8220 55 63 84 %3 .| 76 15 ‘9
South Korea |5 1,520 7.0 1,980 | 34, ‘65 93 1,473 34 37 ' 29
Oceania C 1 o ’ ' - o
~ Australia 9,820 2.7 650 | 11 74 100 | * 6,5309¢ 6 61 .33
. Eastern Europe | ot S PR : v EREREN D “j‘_ T
'~ USSR - 4550 40 290 | 27 T 100 5,793 14 M 45 .
East Germany -| 7,180 47§ 830 | 12 72 na. . 7136 10 40 50
Poland 3,900 53 © 610 21 | 72 98 , 5752 AN " 30 39

n.a. = not available.

SOURCE World Bank' World Developmenl Report 1982 (New York: Oxford

*Average annuai growth in GNP per capita, 1960-80.
*Klograms of coal equivalent.

Unlverslty Press, 1982). Tables 1,719, 21 and 22; used by permlssion
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WORKSHEET' COUNTRIES WITH HIGHEST AND WITH LOWEST CAPITA GNP

|| oNpper |Per Capla Populaton|  nfan '\\ . Caplja sl _ Lbur Furoe Panlcl____patlon :
o Capta .| -GNP | per | Mortallty' LIIoExpeobAduIt Liter{ - Energy | - [ % | %
| Name of Country| (USS) |Growth (%) _Phyalclan Hate . ancy ‘acy Rate COnsump %ln Ag Servlces Industry |
(1) (2) L T -/ O 0 e @ (0 ,(11) Rh

A Aln deoroaslng order: 00unirles it highestper caplta GNP~ | |

) .' : L ‘ | g ‘ | JV o '
N - | B, Inincreasing order: Countries with lowest per capita GNP | .|
v ¢ ‘
‘. ' §
J Lo ’
P .'.%"

5( From Analyzing Growlh Pol cies 0 veloping Countries A Hesource Guide EPS Series, 1983 Publlshed by the Joint 00unol on Economic Education
EC 1212Avenueot lhe Amencas Now Yom NewYork 10036 s , ;‘




Handout’2-3 (continued)

- - "

Instructions for completing worksheet*

NOTE: Before you begin, select one meﬂmber of your group to serve as reporter to'
the class on your ﬂndlngs : Coe . TN !

1. Plck out the seven countrles wIth the hlghest GNP per caplita from Handout 5
.- 2. Llst these countries by decreasing size of GNP per capita in the spaces
provided in Column 1 of Part A of the worksheet, In Column 2, write the cor- . - |
responding amounts of GNP per capita. : ’

‘ 2. Next, pick out the seven countries with the lowest GNP per caplta and Ilst them
K " byincreasing size of GNP per capita in the spaces provided in Column 1 of Part
B of the worksheet In Column 2, write the oorreSpondIng amounts of GNP per
‘capita. . v ’

4 3. Look at the data in the first column of Handout 2-2 asslgned to your group. For
N all the countries you listed in steps, 1 and 2, copy the figures in that column in

the corresponding column of your worksheet. Place an H next to seven
highest and an L next to the seven lowest ﬂgures, preferably in color
th

4. Follow the’same procedure as in Step-3, above, for each set of dat In o other S
-~ two columns asslgned to your group. . _

From Analyzlng Gmwth Policies of Developing Countries: A Resource Guide, EPS Series. .1983. Published by th Jol it
Edmaﬂon, 1212 Avenue oftheAme , New York. New York 10036. . by ° n Counoil on Eeonomlc

by



N -Handout »2-4 - N

’

Statistical- lndlcators of the Quallty of Life, Selected Countries
(most recent estimates as of 1981)

Country °~ InfantDeathRate  Life Expectancy at Birth  Adult Literacy Rate

India ' 12% 51 years : 36%
Malawi 14% 46 years 25%
Kenya - 5%. . 53years = __. _ 40%
Indonesia - 9% - 47 years J T 62%
Egypt: ' R 11% 54 years -l 44%
Bolivia o 16% 52 years : T 63%
Nigeria , , : 16% - 48 years ©d not available
Ecuador 7% - 60 years : 74% -
Malaysia - 3% ' 67 years - : 60%"
Korea (Republic) - ‘ ) . 4% 63 years | 93%
Mexico S 6% ~ 65years : 76%
Brazil ‘ , 9% 62 years ' 76%
Soviet Union 4% .. 70years . 99%
Japan 1%’ r 76 years A -~ 99%
Saudi Arabla ‘ ' ' 12% : 53 years " 15%
Germany (Federal Republic) - 2% . . 72 years . 99%
United States™ 1% .. ' 73 years : : 99%

SOURCE The Developlng World, World Bank Educational Materials (Washmgton D.C. The World Bank, 1981), Table 2; used by permisslon

. 2 )
T -
- )

<
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ROSTOW'S STAGES OF ECONOMIC GROWTH

‘smcn.rmomo‘NAL SOCIETY ' . .

i

Life in atraditional Society Is one'of little change. The -

slze of the population and the quality of life fluctuate -
according to the outcome of harvests, wars and out-’

breaks of disease, and whether social unrest exists.
\qrylng types of industry develop but productivity (out-
put per unitof labor and other resources used to produce

goods or services) is limited owing to-the lack of modegn

technology. A traditional society lacks the capacity to
produce an increasing quantity of goods and services.

Due to the limited productivity a high percentage of

a traditional society's resources must bé devoted to ag-

i

STAGE 2, GE'ITING READY FOR TAKEOFF

In this second stage ot growth the soclety Is in the
process of change but needs time to transform its po-
litical and economic systems. This transformation is
necéssary .belore sclence and technology can be’

-adapted to its needs.

. The prerequisites of economic takeotf were first ap-
parent in western Europe In the late aeventeenth cen-
tury. Atthdttime, new fundamental sclentlﬂc knowledge
wis being discovered and spread. Thisknowledge plus.
important inventions bégan to make industry and agri- -

* culture more productive. A search for new markets and *

riculture. The social organization is characterized by < resources and the competition for their contro! provided,

strong family and.clan ties. The system doesn't change
much so there are limited: opportunities for Improvlng
“one’s condition. s

Often the control of real political power is in the hands
of the landowners. These Individuals are generally sup-
ported by the civil service and the military as they seek
to influence the existing central political power. Land-
owners tend to try to protect their own economic inter-

ests, and consequently try to block the growth of such.

nationwide economic institutions as trade and banking.

Historically, traditional societies include the Chinese
dynasties, early Middle Eastern civilizations, and Eu-
ropean feudaltsm

‘Questions foi' discussion:

1. How would you define the term traditional? -

2. What impact would the value system of a traditional
society have upon economic development? -

‘3. How might conditions in a traditional society serve
to discourage economic development?

4. What more recent societies might be classmed as.
traditional according to the criteria established inthis
readmg"

further stimulation for increased productivity. Asaresult,

certain structural changes occurred in soctettes

undergoing.economic growth c

- @ therise of anewclass ofentrepreneurs who invested

savlngs and took risks in order to make a profit;
® the appearance of banks and other capital-gathering
 institutions; -
@ an extenslon of oommerCe both withln and wnthout
" the soclety
] an increase in Investment in transportation sources
-of raw materials, and communications;

- * @ the appearance of some modem manufacturing

Yechniques; o .
® an expansion of education .

These changes took place ata sl wrate wnthtn a society
still characterized by low’ prod ity and in which old
social values and structures persisted: The key element

- inachieving takeoff was the development ofan eftecttve
centraluzed natton-state . !

Questions for discussuon:

" 1. How would you define the term entrepreneur') The

term capital?"

SOURCE: Based on w W Rostow, The Stages of Economlc Growth A Nort-Communist Mamfesto, 2nd ed. (Cambridge Cambndge Univers«ty

Press, 1971). . » »

5_4,



- ‘2 What six changes do tradltlonal socleties undergo» e Industries that stImuIated the takeoff stage. The econ- 1}
~omy. biegins to produce most of the things it'desires. * -

. as they progress toward economic development?-*
S Why are these .changes Important In economlc
T rdevelopment? - -

3 Why would the building of a natlon-state be signlti- :

- cant for economlc change‘?~

| STAGE3.TAKEOFF . . '
R T R S

Takeoff occurs when obstacles to a steady rate of

 growth are overcome. At this point the forces of eco-
nomic progress domlnate the society and growth char-
- acterizes the economy. |
~ Therequisite elements for takeoff requrre the butldup
» of Investment capital, technological developments inin-

- dustry and agriculture, and the emergence of political

leaders with policies of economic development.

~Agriculture becomesincreasingly commerciallzed as

new technology-is applied fo farming. Agricultural sur-

pluses arise and become available for export. Industries -
expand rapidly and yield profits which, for themost part,
are reinvested to expand those same industries. The -

expansion of industries creates a rapidly increasing de-

mand for more tactory workers. The restitis an mcrease"

.inthe slze of crtles

I Questrons for discussion:’ ;

1. How would you define, the term profits? The term .

surpluses (as used.above)?

2 What appears tobe the relationship between polrtrcal
Ieadershlp ‘and economic development? )

"“srAcs 4. DRIVE 10 MATURITY

A Iong period of contmuous but uneven economlc- o

growth follows the takeoff stage. With technology ad-
vancing, increases in production outrace population in-

.creases. The growth of new industries accelerates at . -

the same timé\that older industries “level off.” Many
goods that previously were imported fire  produced do-

mestically. New import needs develop to furnish ma-
terials for the new industries. Soctal institutions ‘and -

_people's values change in ways that support the growth
process.

Maturity is generally‘attalned approxrmately torty yearsv -

" after the end of takeoff. Maturity is the stage:in which

there is balanced growth throughout the entire economy
as well as the capability to move beyond the original

A}

7 -‘Historically it took approxlmately sixty years for the .

Questrons for dlscussron.

1, What does the term accelerate mean as used In thls

context?

. 2 What changes in values and lnstltutrons mlght take'
place that would serve to encourage economrc-*-

growth?

0.

" STAGE 5. ‘i-nGH MASS CONSUMPTION

AND BEYOND

The tlfth stage is charactenzed by the shift of the‘ i'f
- mature economy toward the mass production of con- - -

'sumer goods and sefvices. Mass production, a process

centage of the population can afford luxury items. in

~ addition, the structure of the working force changes in
\ two ways: -

‘e The work torce becomes ;more urbanized;

vice mdustnes rncrease

At this stage socrety decldes to I|m|t some technologles -

and apply some available resources to social welfare

, programs and detense Thisreflects a changing of goals:

“as the society ceases to accept the continued extension

thls stage

questlons for d|scussmn.

What examples canyou think of that illustrate a so-
ciety’s decrsron to apply resources to  social
- programs ' . _ .

- 3. What has been the polltlcal economic, and social

impact of t_he automobile?

N

How would you define the term real mcome? Lo

; complex Interplay of savings, investments, capital pro- -

_ duction, and profits to evolve into a mature economy. . .
" However, there is probably no set tlme IImit for an econ- B
: _"omyto reach maturlty LT »

+

: Involvrng a high volume.of output per plant, usually re-

~quires large amounts ‘of capltal goods.and extensive
. division of labor. .
" Real income increases to a point where a Iarge per-

" e.The proportions of workers in-skilled jobs and ln ser- <

= . of- modern technology as its most tmportant goal. His- -
torically, the.political, econgmic, and social impact of ~ -
the automoblle has been the most Important tactor at A
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DECISlON-MAKING A PHlI.IPPINE SCENARIO

o

What would you do if. }

.you were a seventeen-year-old boy llvmg inthe Phil-
.lppmes about fifty kilometers (thirty miles) west of Ma-

" nila, the capital city? Your father rents a farm of two

hectares (five acres) and grows ri Everyone you know

" does the same thing year in ard year out—planting, -
weeding, harvesting, and then wamng to start plantlng

again. .

“'younger children sleep on mats on the floor of the big

. room. Your parents have a small sleeping room ‘of their
“own; so do your older brother and his.wife and baby. -

An older sister. lives in Manila with her husband. In a
smallshed attached tothe side of the house, your father
runs a shop for selling insecticide and fertilizer.

“When your parefits were younger, they lived in a house

made of bamboo. In those days the?/ould grow only

one crop of rice a year on their land. After they gave the -

landlord the half that was due him, there was justenough.

left to feed the family, with a litlle saved for seeds for

““the next planting season. To get more money, your father
sometimes sold the fish he caught in the flooded rice .
fields, -or your mother sold some vegetables from'her -

garden. :
. ~.Then your parents heard about some new seeds that
. produced more rice but needed expensive fertilizer. They

decided to borrow some money to buy the seeds and

fertilizer and tried them out on part of their land.. Sure

enough, the harvest from that part was much largerthan -

- that from the rest of the farm. Each year after that, they
_planted more land with the new seeds: And each year,

the harvest was larger. Thenyqur father got a loan from

a bank and bought a pump. By pumping water onto the
farm, he could grow a crop in the dry season as well as
in the rainy season. Two crops of rice a year! Your
parents’ eyes still light up when they tell you about the
first year that happened.

" After a while your parents had saved enough money,
to build the house you now live in. And a few years after
that, they opened the store, where you still enjoy lis-
tening to conversatlons between your father and the

t’.

R A

' SOURCE: The Developing World, World Banl'(-Educaﬁonal Materials (Washington, D.C.: The Worid Bank, 1981), pp. 51-53; used by permission, -

v.

. some schooling,.too.
There areten in your famlly, and you all l|ve in a three- .
room house made of cement blocks. You and the

other farmers. Mostly’theydlScuss how thlngs have im-

_“proved forthem over the years and what the|r plans are
* for the next planting season.

Your parents kept you in school through the elghth

had to stop to give the yoynger children a chancetoget.

your parents,
working as a day laborer for your neighbors. -

Recently your vrllage began-totake partina program
sponsored by the Department of Agriculture. As part of

the program, boys with"a primary education and ‘ex- .
“perience in farming are trained to be field-workers.: You

-grade, even though they Jound:it difficult to pay your:
- school fees and needed yqur help i inthe rice fields. You

 you have more time to help L
sometimes you earn some money S

B

know a iot about farming—from what you have learned 7 ’

from your father, from other farmers,-and from a field-
worker who comes to your vlllage from time to tlme And-

~you have been told that you would be accepted |nto the -
training program [if you applied for admission].

if you were to become a field-worker, you would have E

to leave home to attend a new agricultural h|gh school
in the capital of your province. You would livein a hostel -

" there, and you would be paid enough to live on during -

the two years of training. After finishing, you would be

paida regular salary foryo urworkin villages throughout

the province. Thenyou would be able to send ‘money
- home so ‘that your younger brothers——and perhaps even '
- your sisters—could continue in school.

This is the first time you have thought about leavmg
your village. You always expected to be a farmer.like
your ;ath er, and youknow your parents are counting on

store as they get older. _
But you sometimes worry about sharmg your father s

the families you will someday have? Of course, you

' might do well enpug“n to rent some other land. Or one

of you might.go to live with your sister and try to find -

" work in Manila. But it still would be difficult.
" Soon you must decide whether you will enroll inthe -
’ tramlng program. What would you do?

* . you to take more responsibility forthe rice flelds andthe -

- land with your brothers when you all are adults.. How
“can only.two hectares of land provkde enough food for
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‘DECISION;MAKING: AN UPPER VOLTAN SCENARIO

. What would you do |f

. you were a srxteen-year-old boy Iivmg on the out-
sklrts of Ouagadougou, the capital of Upper Volta? You
‘have lived there for only two years, so the village you
once lived in is still clear in your mind. You remember
-watching-your mother scratch the dusty soil around the

millet plants; stir the pot over the fire, carry the baby on . '

- her back, milk the scrawny cows, and care for your innd
. grandfather.

You also remember the day your father came back‘ i
to the village from Quagadougou to take your family to' -

the city. He had gone there to find work after a drought

wentinto its third year and there was almost nothing left -
to eat in the village. He found a hut in a squatters’ set-

_tlement and repaired it. He said that many other people
_in the settiement spoke your Ianguage and that you
would not be lonely.

And you remember the way he led all of you to your I

new house through a maze of narrow, dusty lanes lined
with mud houses. Surrounded by hundreds of others
just like it, the hut was smaller than the one .you had
left. But at least there was a shed for cooking, a small
space for a garden, and a-pen for animals. :
You now feel athome in Ouagadougou Even though

the surroundings are ugly, life is easier than it was in -

-your village. Your father works as a n|ght watchman.
Your mother sometimes earns a little money when she

‘can do housework in the city. But most of the time she -
- must take care of your younger brothers and 3|sters and -

your grandfather.

" For a while you had & job car‘rylng mud in a basket
from the bottom of a nearby gulley to a neighbor who .-
was making bncks But your neighbor finished makrng .

tw

-

'bricks a couple of months ago, and you have had:no’

job since.'Now and then you earn  a little by running

- errands for shopkeepers, but you haven't been ableé to -

find a regular job. When you had your job, your famrly
had enough money:to pay for’ food ‘and for the watér
sold by a water vendor who comes to your part of the -
settlement each morning. But it has been tougher for

. all of you since youlost your job. -

A few weeks ago, some government officials held a "

*. meeting in your neighborhood. They said that the set-

tlement .you live in will be improved. New roads and
footpaths will be laid out. Ditches will be dug to carry
away rainwater and sewage. And pipes will be installed -
to bring clean water to some central points. The officials

~ said that your father could geta loan to pay for materials -

to improve your house: to add a room, install a tin roof, .

- orreplace the mud floor with cement. Your father would

find it difficult to pay back the Ioan but he thinks he can
manage if you get a job. _
Since coming to Ouagadougou, you have heard peo-

- pIe talk about Abidjan, the capital city of the Ivory Coast.

Two days away by train, it is'a much bigger city than

- Quagadougou. People say that there are more jobs there
~and in the countryside nearby. ‘The older brother of one . .

of your friends recently sneaked onto the train and went )

" toAbidjan. Your friend suggested thatyou and he might

do the same thing If you went to Abidjan, you might
‘earn more imoney than you can earn in Quagadougou.
And if you could send some money back to your famlly,‘
they would. be vbetter off than if you were to stay |n_
Ouagadougou. . " a
. Your friend wants to go to Abld]an r|ght away. What

_ would you do?

SOURCE: The Developing World, World Bank Educational Materials (Washington, D.C.: The World Bank, 1981), pp. 66~67; used by permission.

.ir
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‘(“1

DECISION-MAKlNG A BOLlVIAN SCENARIO

‘ What would you do if .

.you werea fifteen-year-old girl Iiving in asmaII viIIage'
on the altiplano, the high plain in the mountains of Bo-..
" livia? Your village is a couple [of]-hundred kilometers -
north of La Paz. You have never been to the capital city,

‘but you have heard villagers talk about the long bus trip
that starts at dawn, winds down the mountains, follows

‘the shore of Lake Tltlcaca and ends at mldnight inLa

Paz.

By working’ hard and long, your tamrly\ manages to
have just enough to eat. Your parents and two older
brothers work most of the day ih the potato fiplds. For

as long as you can remember, youhave helped yéur :
mother carry water from the well, sweep the house.and

‘yard, peeI and cook the potatoes. You al$o’ heIp her to

spin and weave the wool from your sheep and llamas -

‘'so that you can make bIankets, ponchos, and cIothes
for the family.

On Saturdays you usuaIIy go wrth your. parents tothe -
_market in the square near the church in Ayata, a town

-gight kilometers (five miles) away. There you buy some
necessiies—soap, maiches, sugar, and salt: Some-
times, when there is spare cash, you father . . . buyis]

beer, cigarettes, and batteries for the translstor radio.

Sometimes your mother sells her weaving.

‘Like the other girls in the village; you started school.-

‘when you were nine: Most of the boys started when they

were seven. You remember the hard wooden benches .
and the cold, one-room schoolhouse that your father L

and other men of the vrIIage built, the one your little
sisters now attend. You remember the teacher who talked

to you in your own language, but taught you to read,

wr|te. and speak in Spanish. Your teacher told you that

youweregood at Spanish, and at arithmetlc and wrlting, '

" too. - -
' When you tlnlshed the third grade, you were sent to

the school in Ayata. So were twelve boys from the village
“and your girifriend next door. But your girifriend had to * -

drop out after a year because her parents could not

SOURCE: The Developing World; World Bank Educational Materials (Washington, D.C.: The World Bank, 1981), pp. 61-63; used by permission.

e

Y

_affordto pay her schooI tees any Ionger It wasg oold as -
you walked the eight kilometersto school each morning -
But itwas beautiful coming backin the aftemoo ns,when .

the air was clear and the instenIng snow on the moun- ‘

' taintops was plnk and gold. - -
Now you have tlnished the eighth grade the first glrl -
__from your village ever to do so. Your parents want you -

to continue your schooling in La Paz. You could live with

" an uncle and aunt whom you have never met. With a’.

hu._;

high school diploma. and -your knowledge of Sdanish ;

training arid become a nurse.

TogotoLaPaz wouldbe expenslve You would have. ﬂ
to pay school fegs, buy school books and unrtorms and
. give some money to your aunt and uncle for food. You-
* would also need some money for bus fares so that you
could.come home to visit during holidays. Your. parents -
tell you not to worry aboutthe money. They can manage. f
_ they say, andin a few. years you could be eamlng more . -
~in a month than they do in a year. '

But you do worry. You know that your tamrly wouId

have to sacrifice a lot. You also know that your two- -

.and your own language, you. might become a secretary ..
or a primary school teacher, or you mrght get additronaly =

younger sisters might not be able to go beyond the third -

grade—at least while you were in school. If you didget
. more schooling, you could:help your family. But that
‘would be many years away. And what if you did not do

well in school or did not find ajob when you finished?
Then there is the boy you have been fond of since
you were a child. He wants ‘you to ‘'stay in the village—

‘to marry him one day, have many children, and live just
* as your parents live. You would weave ponchos.and
-.. blankets, work

ith’him in the fields, and care for your
children. You

ple you had known all your life. ,
The time has come for you to make a decrsron Your

parents-tell you that the decision is yours. What would
: 'you do‘7 '

’

T

ould attend the festivals and go each
~ weekto the market in Ayata. You would be around peo-
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e DECISION-MAKING AlAVANESE SCENARIO

What would you do if . L
.you were awoman lIvlng ina vIllage of 2,000 persons
ln the foothills of mountains in Central Java, the most
densely populated island in Indonesia? You have spent )
your entire life in the rolling countryside,” where rice is.
grown all year round in terraced fields: . . .
Your husband owns a half hectare (about one acre)
_of land. Her your family-grows the food you eat-and
-some fruit and rice that can be sold at the market f\a
nearby town. You often work with him. So do two of your -
sons and a daughter, who sometimes work as day la-
borers for other farmers. The two younger children still
are in school, but the little girl will soon stop because

you cannot afford to pay both of their school fees. Be-

* sides, she will be able to do some of thework once done
by your eldest son, who recently went to Jakarta the
capital city. _
- Your village takes part in the countrys V|llage De- -

- velopment Program. Under this program, the govern-

ment provides your village with some money to -help

make improvements that otherwise could not be made.........

The village council decides what improvements will be
made each year and uses that money to buy the ma-

terials needed. Then people in the village volunteer to -

do the work. Last ‘year, they rebullt a brtdge at the en-
 trance to the village. -
- The .village council is now trying to declde Wwhat it

-should do this year. Your husband is a{nember ofthe .-

council, and he has been talking with you and your
neighbors about possible projects. Several have been
proposed, but the choice has narrowed to two projects.
One is to improve the road that leads to the: market
town. Part of it has to be surfaced with gravel and crushed
‘rock so that cars rucks and buses will be able to use
the road when the rains are heavy. The village council -
would use governmentmoney to buy several truckloads _

(o

' of rock and gravel whlch the men of the wllage would

spread out. A govemment engineer would show, them .
where to-make drains along the side of the. road.

There are advantages and disadvantages to havung
market town during the rains to go to the neW health '
center. You have tuberculosis, as do many others in

_your village, and you must regularly go the health: center

to get mediclne But the road is a painful symbol to you..

" You often watched your eldest son head down théroad
to the market town. It was there that he first heard about -

life In Jakarta, where he finally went to live. You do got

- want your other children to leave your village Theroad

istemptation enoughnow; thetemptatuonwould beeven :
greater if the road were improved. . :
. The other project is to improve the system that sup-
plies water to the two taps in the vrllage The storage

" tanks at.a nearby spring are leaking an‘&“need to be
. rebunlt Covers have to beinstalled on the tanks to keep

the water from becoming pollute%y The'pipes. carrying
water to the taps leak badly, and so do the taps, which

have.to.be relocated. With.the. money from -the-govern---—

ment, the council would buy new pipes; new taps, and -
cementfor the storage tanks and covers. A govemment
engineer would supervise all the work.

This project has advantages and disadvantag es, too
Clean water would reduce the extent of intestinal dis-
orders that affect everyone in the- village. But you are .

'worried abouthaving the taps moved, ‘even though you -

realize that the muddy area around themisa breeding:

. ground for mosquitoes. You fill your waterjug atthetap
" near your house every morning. Your friends are there

at the same time, and you talk and exchange news wrth

_ them. You are afraid that all this might change if the tap
. were.moved to another place in the village. »

Today, the village council is'going to decide on the
project to- undertake this year. lNhat would you do?

SOURGE: The Developing World, World Bank Educational Materials (Washington, D.C.: Thé Worid Bank, 1981), pp. 40-42; used by permission.
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Handout 4-5

DECISION MAKING A URUGUAYAN SCENARIO

What wouldyou dolf ... * s ',' -

i you were a businesswoman op.erating atanneryin -

" atown in Uruguay? You grew up in Montevideo, where

you attended the university and studied-economics and
‘business-administration. After graduation, you marfied -

a fellow student and went to live in Paysandu, a few
hundred kllometers to the north. Your father-ln law had

operated a tannery there. Your husband became his =

partner and took over the business after his fatherdted
Life in Paysandu was much quieter than itwas in the

‘-'capltal and you missed your family. But you enjoyed

learriing about the operation of the tannery. You often

~ accompanied your husband on his trips to ranches;,
ideswere prepared

-where cattle were slaughtered an
for shipment to the tannery. The tannery seemed noisy
and smelly to you at first, but the process of cleaning,

- soaking, and stretching hides fascinated you.

. After your children were born, you stopped travelnng-;

with your husband on business, but you oftendiscussed .

~his work with him. He relied on your judgment partly '

because of your knowledge of business practices, partly
because he felt you had such a good business sense.

Then, about five years ago, he was killed in a car ac- .

~cident: That tragedy left the business in'your hands; afd ~
soon you were absorbed in its daily operations.

For three years the business went well, butthen your
regular customers began to cut back on their orders.
The tannery had always relied on sales to these firms,
which processed hides into leather products for sale in
Monifevideo. It had been difficult to find other customers
in the past two years, but you found enough to keep the

business afloat. You know, however, that selling hides -

will become more difficult in the future, gnven the com-
pet|tIon from other tanneries. "
here are two things you can do. F|rst you couId

sfde the tannery-—a factory that. would produce suede o
_jackets for export. To build the factory and pay for the .
machinery, you would have to_borrow a lot of money. .
- You would have to hire'someone to desigri the jackets
“and supervise production. You also would have to hire

“and train ‘more workers. And you would have to find a _”

- trading company that would sell your jackets In other
_countries.” -
To explore this venture further you recently Went to -
Montevideo to find out from officials of the Mlnistry of .
Industry about the help they might give you'in sefting
up the new factory. You learned that they would help
you get aloan to build the factory and buythe machinery. ,
‘They would also provide experts to help you-figure out
all'the steps in production and to train the workers you
need. And they would recommend companles thatcould
help you with the marketlng of ‘your jackets in other
_countries. :
The assistance offered by the Uruguayan govern-
ment makes you feel less anxious about the risks of -
expanding your business. If you were successful, you
might someday expand the factory further and produce
many other kinds of processed leather goods. You would
like to do this because you know that many people. in

~"Paysandu niéed jobs. You would also like this tor your
husband’s sake—to take his place as a leader of the -
business community. All very attractive, but you still
would have to put up most of your savings to get the
venture off the ground. Would it be worth it? _
‘The other thing you could do is sell the tannery. You'
would not have to worry about whether the business -
would succeed and whether you would be‘able to repay
the loan. Instead, you could. return to Montevideo: your

children would like to be near their cousins, and you .
. would like to.be near.your elderly parents. You would -

- have enough money to live comfortably and to sendyour .

enlarge the business and beginto productleather prod- .

ucts for export. The government of your country has

been encouraging companies to produce more exports.

It charges lower taxes to companies in the export busi-

ness, and it provides those companies with various klnds _

of help. - -,

You have been th|nk|ng about burldlng a factory be- a

children to college in Europe or the United States. But
- you would also like to find work that is as chaIlengIng '
as your, work at the_tannery.. Although you know many
business people in Montevndeo, you are not sure that s
any of them would hire you. *

" You must soon decide between selling the tannery or
expandlng its operatlons What would you do?

Guyc

lsOUFtCE: The Developing World,-World Bank Educational Materials (Washington, D.C.: The World Bank, 1981 ), pp. 56~58; used by pemilséldﬁ. o
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'What would you do if . )

» - Handout 4-6

@

N

you were a successful businessman in San Jose.

. Costa Rica? You sometimes smile when yol remember

the morning‘in 1950 when you first arrived in San Jose
after the long bus ride from your viliage. Was it- reaIIy,
thirty years ago? Your family.had farmed in that village
as long as anyone. could remember. It was a hard life:

“long hours in the fieids, long heurs haulmg irrigation-

water up-from the well. Working together, you and your

- father and brothers ralsed only enough food for your

fam|Iy

* When you finished eighth grade in your vnIIage your

parents sent you to live with your uncle in San Jose so

that you could continue s¢hool there. You were scared .
when you started at the trade school. But motors had .-

_ always interested you, and you liked learning more about

§

two foreigriers that day twenty years ago. Butwhen they R
~came.back to San Jose a year later,.they asked you to.

- become an agent for their company: T
to:sell and repair their tractors throughout Costa Rica.

them. When you finished your tralnlng as an autome- .
chanic, you set up a small repair shop in a shed near-

- the school. Things went well for you, and soon you rented
.a.shop.next door_to_one of the big hotels. - '

N W

DECISION-MAKING A COSTA RICAN SCENARIO

-
v

Important more watermeant more: food :Soon yourfam-
- lly was eating more and.selling surplus tomatoes. Their -

neighbors saw the difference the pump had made and -

wanted pumps, Y00. So you installed them for what they
~ cost you. By 1975 many farmers in your village were
. producing tomatoes forsalein San Jose Each year after ‘
“ that, the harvest increased. -

Last week, your brother came to San Jose to teII you. .

. that this year's crop had been the best ever: ' But many
farmers in the village had to let many of their tomatoes
. rot becausg no more could be sold in San Jose. Your .

brother said-that people were plannlng to cut back on k

- their tomato planting.

You would like tohelp.. Wlth your money and con- :
nectlons you could set up,a cannery to make tomato
juice in the village. You could build a shed, install tubs
and canning equipment, and have your brother manage

the operations. The cannery would use allthetomatoes -

the farmers could grow, and some of the unemployed
men and women inthe village.could work there. Perhaps.___.

There was nothmg special about repamng the car of

y wanted you

--Soon you were traveling inyour truck all over Costa
Rica; showing farmers how to use tractors. After you

sold a tractor, you returned every: once in a while to :
service and repair it. Before long, you had ten employ-

ees, then twenty You moved into an office’ with a sales
room. By 1970 you had become a Ieadlng buslnessman
|n SanJose. -

*-Throu

1

jh the years, you always sent. money back to
your farnily. When eIectrlclty came to your village, you
bought a pump for your father and installed itin the well
* on his land.,The: pump ended the back-breaking work -
. of haullng Irngatlon water up from the well. But more

'&,.. R . . o

~ -~ you might one day export tomato junce to the United’
_States, -

Butnf you mvested your money in"a cannery, you .

“would have to.pull out of another business venture in
‘San Jose. You and some other businessmen have re-
cently talked about startlng anew vocatlonal school. An e

architect has deS|gned a bunldlng, ‘and you have inter- . _
viewed several persons who might become the school’s -
director; You aré proud of the. reputatlon you enjoy.in
San Jose, and the vocational school is only one of many -

‘things you could do to help people in your-adopted city. *

So many people in Costa Rica heed vocational training.

~-You know what a, dlfference it made in your I|fe thlrty
" years ago. '

Tomorrow you and the other busmessmen plan to o

: meet to continue your discussmns What would you do?.

'SOURCE: The _Developlrig World, World Bank éducational Materials (Washington, D.C.: The World Bank, 1981), pp. 45-47; used by permission. .
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DECI_SION-_MAK.NG:f THE PERsoNAL PERS_I_;ECTIVE -

Dlrectlons You are to read and reportto your group aboutthe declsion the person
o in the story you are assigned must make. Formulate gnswers to the '
L S foIIowrng in order to prepare your report | to your group

1. Based on knowledge you derived from previous Iessons Is thrs economya barely
,developing, a qulckly deveIopIng. ora deveIoped ec9nomy?
' ;2.}‘ Brieﬂy charactenze the Irfe of the person in the story
3. What decjsion must the person make?

4. List all of the person 's alternatlves, an,d descrlbe the posrtive and negative im-
pllcatrons of each.

5.1 you were that person what choroe wouId you make? Be prepared to justriy . |
_your seIection : .

6. What impact mrght your chouce have upon the economic development of the
o area in whrch the scenarig is set? .

7 What issue in economic deveIopment does this story |IIustrate?

a .

From Analyzmg Growth PO”CIGS of Developlng Countnes A Resource Gulde, EPS Series.\ 1983 Published b J i
Education 1212 Avenue of the Americas, New York. New York 10036 y the ot Councrl on Eoonomic

Kok T .




Ha'nddut'4-18
| HCONOMC DECISION MAKING: cRouP SUMMARY

Economie | SRR S GroupDeclslon(nole o o
|Classification| Economic Factors Involved ‘Alternatives dlssent, Ifany) | Implications of Decision

2 R [ .
‘plnes, R A . | | T

Upper | - . S 1 I
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Bolvia | | e R |

daa [ |,

‘Uruguay' " L e

R
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Hahdout 5- 1 |

TWO I’OINTS OF VIEW GLOBAL 2000 -

GI.OBAI. 2000*

There willbe a90 percent increase in world food production from- 1970-—2000 while
atthe same time there wr\lbe apercapitaincrease of less than 15 percent. However,’
per capita food consumptioti n South-Asla, the Middle East and the LDC's of Africa
will scarcely improve or,will actually decline below present lnadequate levels. The
bulk of the increased food preduction will go to countrles that [already] have hIgh
"per person food consumption. .

Durlng the same period from 1970-2000 there will be a 95 percent increase in the
realprice of food. Food outputin LDC'’s will “barely keep ahead of population growth”
and the outlook for improved diets tor the poorest people in the poorest LDC's is
sobering ,

L
ANOTHER POINT OF VIEW"

J ‘ i |
In our view, about 300 mrlhon peopIe now Irve in countries whlch are desperately
poor and uniikely to improve much'in the next decade or two. Examples are Ban-
' gladesh, the Sahel fregion] of Africa, Haiti and Bolivia. About 700 million additional
people live in what we -call “coping” poor countries: Such nations are not doing
badly as a whole but many of their citizens are very poor; india, northeastern Brazi! -
-and the-peasantry of- Mexico are examples; As the woild's population grows from
the current 4.3 billion and levels out around 10 billion in the middle of the Twenty-
" First Century, about a billion people will almost surely be very badly off. These
problems are both very important and very difficult to deal with. But they will have
. little reIevance tor the great majority of the worId S populatlon

As for real food pnces, the world price for wheat and comin constant dollars was-
roughly the same in 1977-1979 as it was in 1967-1969, despite sharp increases
in 1973-1975. Such fluctuations can recur, and are indeed likely. . . . But a con-
tinuing, rise in real terms has not ageurred, nor is it particularly Irkely While food
prices in real terms are likely to go in the immediate future, there is Irttle reason
to expect a long-term rise.

This is not to argue that’ many m|II|ons in poor countries do not suffer from mal-

" nutrition. Fortunately, however, various technologies could solve or alleviate most
of the world’s nutritional problems in a few years. Their adoption has often depended
upon effective demand, i.e., demand with money. behind it. If there is any single

. cause of world hunger, it is poverty, not a lack of food. Thus, the problem is financial
rather than simple productron

-
i

*The Global 2000 Report to the Prasldent (Washington, D.C.: Govemment Printing Office, 1980).

*Excerpted from “Globaloney 2000, by Herman Kahn and Emest Schneider, Policy Review, Spring
~1981, pp."133; 141, and 143. Used with permission of the Heritage Foundation, publisher of Policy
Revlew Kahn is durector of the Hudson Instifute and Schneider is a stet&member there.
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I Handout 5-2

A

The prerequisite for economic progress for the under-
developed countries today Is not essentlally different
from what It was in Great Britain at the time of the In-

dustrial Revolution, or what it was In Russla in 1917. To .

grow, an underdeveloped economy must bulid capital.

How Is a starving country ablie to bulld capital? When
80 percent of-a country s scrabbling on the land for a
bare subsistence, how can It divert its energles to buiid-
Ing dams and roads, ditches and houses, rallroad em-
bankments and factories, which, however Indispensable
for progress tomorrow, cannot be eaten today? If our
postage-stamp farmers [In Egypt] were to hait work on
their tiny unproductive plots and go to work on a great *
projectlike, say, the Aswan Dam, who would feed them?
Whence would come the necessary food to sustain these
capital workers?

At first sight, the problem looks msuperable if an

underdeveloped country is to amass capital, it will have
to swing labor from agricultural tasks to capital-building
tasks. Buy}a Jhien a country can barely feed itself, how
can it mgRethis switch?
At secgnd:Pok, however, the prospect is not quite so
.bleak. Thaseg'economies do have unemployed factors,

“and a large number of peasants who till the fields are

not feeding themselves. They are, also, in a sense, tak-
“ing food from one another’s mouths.
As we have seen, the crowding of peasants on the

\

THE ENGINEERING OF DEVELOPMENT

" Inefficient scale of agriculture conceals a reservoir of

both labor and the food to feed that labor if It were else-
where employed. By ralsing the productivity of the tillers

" of the soli, a work force can be made avallable for the

bullding of roads and dams, while this “transfer” to cap-
Ital bullding need not resuit in a diminution of agrlcultural
output. -

Thig ratlonalization of agriculture Is not the only re-
quirement for growth. When agricuitural productivity is
enhancedby the creation oflargerfarms {or by improved
techniques on exlisting farms), part of the ensuing larger

_ outputper man must be saved. inother words, the peas-

ant who remains on the soll cannot enjoy his enhanced
productivity by raising his standard of living and eating
up all his ilarger crop. Instead, the gain In output per
cultivator must be siphoned off the' farm. It must be
“saved” by the peasant cuitivator and shared.with his
formerly unproductive cousins, nephews, sons, and

.daughters who are.not at work on capital-buliding proj-

ects. We. do not expect a hungry peasant to do this

‘voluntarily. Rather, by taxation or exaction, the govern-

ment of an underdeveloped land must arrange for-this’
indispensable transfer. Thus, in the early stages of a

“successful development program, there is apt to be no

visible risein the individual peasant’s food consumption,
although there must be a rise in his food production.

‘What s apt tobe visible is a more or less efficient—and

land in these areas has resulted in a diminution of 9~

ricultural productivity far below that of the advanced
countries. Hence, the abundance of. peasants working:
in the fields obscures the fact that a smaller number of
peasants, with little more equipment-—couid raise atotal

- output just as large. Twenty years ago an observer wrote:

“An experiment carried out near Cairo by the American -

College seems to suggest that the present output, or
something closely approaching it, could be produced by

about -half the present rural poptilation in Egypt.” Here -

{is an extreme case, but it still applies, to some degree
to nearly every underdeveloped land.

Now we begin to see an answer to the predicament
of the underdeveloped societies. In ngarly all these so-
cieties, there exists a disguised and hiddén surpius of

-labor that, if it were taken off the land, could be used to
build capital. Most emphaticaily, this does not mean that
the rural population should be literally moved, en masse,
to the cities where there is aiready a hideous lump of
indigestible unemployment. it means, rather, that the

sometimes harsh—mechanism for assuring that some

- portion of this newly added productivity is notconsumed

on the farm but is made available to support the capital-
building worker. We see here the problem that caused
the Russian planners such trouble in the early days of

~ Soviet industrialation.

at we have just: outiined is not, let us repeat, a
formula for immediate action. in many underdeveloped
lands, as we have seen, the countryside aiready crawis
with unemployment, and to create, overnight, a large
and efficient farming operation would create an intol-
erable social situation. We shouid think of the process

-we have just outlined as a long-term bluepnnt that cov-
-ers the course of development over many years. it shows
_us—as did our earlier model—that the process of de-
‘velopment takes the form of a huge internal migration

from agricultural pursits, where labor is wasted, to in-
dustrial and other pursuits, where it can yield a net con- .
tribution to the nation’s progress.

SOURCE: Robert L. Henlbroner, THE MXK-ING OF ECONOMIC SOCIETY Revised for the 1980s, 6th ed., © 1980 ppP. 245-247. Repnn‘led by

_ permission of Prentice-HaH Inc., Englewood Cllffs NJ
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L . Handout 5-3

PROPOéAl.S FOR IMPROVING FOOD PRODUCTION IN
| DEVELOPING COUNTRIES

!

. The following was taken from a 1981 letter by Douglas Ensminger, professor emeritus of rural soclology at the
University of Missouri-Columbia, to M. Peter McPherson. adminlstrator of the Agency for International Development
(AID) u.s. Department of State. v - ‘ :

. | am writing to share with you what | think have been some of the significant conclusions to be
drawn from the past three decades, conclusions with Implications in selecting agriculture and food-

N -related program strategles tor the decade ahead.

Hypothesis 1. One of the most Important conclusionsis that food to feed the people isnot so much a productlon
problem’ as itis a problem of.gross inequalities in the developlng countries.

Hypothesis 2. Hunger has its roots in poverty. People are poor because they are denled either access to
~ production resources or opportunrties to work and earn enough to meet basIc human needs

Hypothesis 3. Food, hunger. poverty, and population are all Interrelated

Hypothesis . . 4. While plans are conceived in material, economic and soclal terms, thelr achievement necess-
tates that all-development be accep%ed as being first and foremost-human resource development. -
Only as people become self-reliant dpelf-respecting will the material and economic components -
of development be achieved.

-

Hypoth'esls 5. The selection of technology in the future must be accepted as an ethrcal issue One cntenon
must be whether it will contribute to a more just society.

_Hypothesis 6. The rmpIementatron of land and institutional, reforms and the geyQIOpment Q,Ltrustwqcil;;y Insti-......
© T  utions t6'serve ali segments of agncultural and rural development must be prerequisites for achiev-
ing enough food and for opening up opportunities for the tillers of uneconomic land holdings and
landless labofers to become economically and secvlly selt-rellant Only then can they’ achieve

. sufficient food for their families.

Hypothesis 7. The backdrop influencing aII phases of development'must be understood and accepted as being :
' the process of transforming traditional societies and moving them toward modern societies. In
realizing this, we must accept that it will take a long time for change to occur and development’
goals to be achieved. While some goals can be achieved within a decade, the basic and fundamental
cultural changes must be viewed as requiring generations. [

Atter reflection on these conclusions and examrnrng a number of possihle program strategies, it would seem that
the strategy most appropriate would be this: an interrelated approach to food hunger, poverty and popuIatlon issues
within a rural program development. .. _

f‘:‘

SOURCE: From /\genda, October 1981, p. 3. ' | 8 7




| Visual 6-1

POPULATION FACT SHEET: WHAT DOES IT MEAN?

e From the first appearance of humans to early historlcal times, the populatlon grew at a rate
of 0.002% or 20 persons per year per mulhon of population.

e During the period 1650—-1750the annual population growth rate was 0.3% or 3,000 per m"iylpl'iori. o

«
\

L]

® From 1850-1900 the population grew at a rate lof 0.6% or 6,000 per rriillion. _

s

e Overa ten-year penod from 1930to 1940 the populatlon growth rate was 1 0% or 10 000 per
million. . o v : :

® ' Most of the richest countnes are now experlencmg a populatubn growth rate of about 1 0% a
year oraess. : . P -

i

-

° Growth rates afhong rriany poorer countries range from 2.0_"_/6 to 2.5% or3.0% ayear.

o
. ¥

SOURCE: Based on Economics in Society: Third World Ecéno_m:_’es, "by Suzanne Waggins Heibumn et al. (Menlo Park, Calii.:.Addison-Wesléy
Publishing Company, 1977), Table 23. v : : . v o - :

-
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. From-Anilyzing Growth Policies ‘of Developing Countries: A Re&&(me Guide, EPS Series. 1983. Published by the Jéi ic -
*Education; 1212 Avenue of the Americas, New York, New York 10Q36. | o :
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- Handout6-1

- - . THE WORLD'S POPULATION, 1982~ . |
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Reglon or Country oE @m0 < af af £8 - e 3.5 .-& ad
World . 4585 29 11 1.7 406082 85.35 6 60 .37 46 2,620 68
More developed . 1,152 15 10 06 116 1,248 - 20 23 11. 72 69 13 8,130 92
Less developed 3434 733 12 2.1 33 4835 96 39 4 57 26 60 680 55 .
Afica ..t 498 3 49 28766 770 33
* Northern Africa.” 3 54 43 52 1,110 41
Western Africa .3 4722 64 750 26
Eastern Africa 3 47 15 78 ‘310 32
. Middle Africa 3 45 30 75 370 27
_Southern Africa - 4 59" 47 35 2,120 .52 .
Asia . ° 4 58 23 59, 920 58
~Middle S_OUth Asia 3 49 22 64 230 40
‘Southeast Asia 3 63.23 65 580 56
* . East Asia 6 66 22 54 ".1,330 74
North:America 11 74 74 4 1,240 95
Latin America . - .4 63 63 40 1,910 71
- Middle America - 3 .64 60 42 1,840 72
- Caribbean. .0 .- o -6 66 52 39 1,540.73
' Tropical South Americall i 1209, 3 62 62 37 - 1,890 67
' Temperate South Amerkais 7 68 82 14 2360 83
Europe. . 7L 13 72 69 16 7,990 93 -
Northern Eufope 4. 14 73 74 5 9,020 95
Western Eurdpe 14 73 /81 7 12,600 95.
'Eastern Elfopé 12 71 759" 28 -4,380 92.-
‘Southern Eltope 11 72 61 23 5,090 89
. . N B a . . v N
USSR il . 10 690 62 17 4,550 91"
Oceania- " - g1 5 8 69 72 20 7,600 86 .
| ACHE-dt except for the PQL index are from 7982 World Population Data Shiget, Population Reference Bureau, Inc. (Washington,

AGH2) ‘The PQL index is compiled by the Overseas Development Council and was taken from the 1979 Worid Fopulation Data

i) e figiires shown here were calculated with uhrounded dal
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: r?éqﬁewhat from thos_é.,thét would be obtained using the' ?béqduré &escrib_ed in step 1 of the Teaching St;ateg'_y for thls '



