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INTRODUCTION

This paper wes preparsd in the Besearch Division of the UN
Eoonomic Commission for Africa for the meeting of economic experts
on techniques and problems of development programming in Africa,
held at Addis Ababae from 30 November to 5 December 1959. The sole
purpose of the paper was to serve that meeting as a hasis of disousasion
and & point of departure. While it was wribten with the special
problems and conditions of African countriss in mind, the erpérienoe
of the UN Regionel Commissions in Asia and the Far Bast (ECAFE) snd
in Latin America (ECLA) was utilizsd, though this is not always made
evident through direct quotation,

The paper is no¥ being circulated to serve as & basis for disocussion
of problems of comperhensive planning at the session of the Working
Party on Economic and Social Development %o be held at Addis Ababa
January 1962.
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CHAPT.R I 15 DaVuLOPMENT PROGRAMMING DiESIRABL.T

1. In April 1953, the Minlster of Flnance of an Afrlcan oountry :“H
in his budget speeoh mads the following statementl “It 19 dbsolutely
necessary to make smbryo plans four years ahead; it is absolutely t '_
necessary to' do what we have done and oarry these down to the detalla
of the actual tona of steel and firm orders o ba placed. It 13
absolutely necessamy to cover those oommitments with & firm promise
of a sufflcienoy of flnanoe from overaeaa to do the large part we
admittedly cannot do’ ourselves, ‘and all of these thlngs must be
worked out as & completa eXOrcise ... you oannot 1ook at any slngle
one of these problems in isolation. Bvery one affects all the others“

2, Here in a nutshsll we have the basic elements of the process
of development programming: t6° make "embryo plans® (or sectional plans)
for several years aheasd; to cheok intentions against-avsilable
resources; to work out a.'lcomplete exeroise", i.e. to see everything
that.is being done as part of the total pictures to express the needs
in terms of specific scarce resources such as tons of steel etos =
this is the essence of davalopmenﬁ-programming,;j?

3+ The Minister in the above gquotation stated that such a
process -wes. "absolutely nsoessary”. As a matter of faot, virtualiy-™ -
all Africen counfries and territories in recent years have utilized -
most or all of the elements of development programming. This in -
1tself does mot prove that development programming is "absolutely
necessary”.. “Historioaliy, it would certainly be an exaggeration -
to say that economic progress depends on ﬁevelopment programming
1/ Quoted in ;.E. Thompson and H¢H.Woodruff, Boonomic ngologmeng in i

Rhodesia and.ﬂyasaland; Dennls Dobson Ltd., London; p. 3 L
2/ 4 fuller dsfinltion of a development progr&mme and its essentlal
elements 13 elaboratedln Chapter II of this paper.
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It would be an even”greater'treVesty'to eafifﬁet-deﬁelopment
programming, or even good development programming, guarantees economic
progress.‘ thle we must be wary of such exaggeratlons, it 1s olear
from the faots, and will aleo emerge from this paper, that development
programmlng is more than a general fashlon. While in favourable
01rcumstanoes progrese takee place w1thout development programming,:._
and in unfavourable olroumetanoee no progress takee Place even with
development programmlng, yet efflolent develoPment programmlng is
capable of making progreae more likely than it otherwzse would be,
given the 01roumetanoes. Perhaps even more 1mportant, efficient .
development progra.mming may create & situtation in. which the underlying

oiroumetances can be mado more favourable to economic PTOgTesgs, .

1#: From Bodéetingkto ﬁeveloomenthrogggmmigg
4. Histopiéally, the develdpment programmes. of Afriocan. countries
and terrlitories have develdped parily out of their annual budget-making
procednra, ‘partly out of the allocation of external assistance to thems
Por instance, in-British:dependsnt territories. the making of Ten-Year
Programmes, mainly in tﬁ;‘nature of public investment programmas, -
has developed out’eof the need 4o incorporate Colonial Welfare. and. -
Development Zrants in the territorial budgets over a period df yeare: "
The evolution of development. programming out of annual. bu@geta can .-
perhaps be traced to four main sources:

(a) Many of the larger projects financed in anrusl budgets
are of a multi~annual nature. ‘The execution of -& mmajor comstruction
project extends over e number of years and even more so the completiom -
of complete programmes; e.g.,ln education programmes the period from
the moment of makrng;yrov1eion for the traanlng of teaohere to the iﬂ;
abeorption of the first group of betterme&ucated people in the labour
market extends over mgny years, p0331bly a generationo" I
There is, therefore, an immediate case for viewing the annual budget,
not as anigolated proposal, but as a link in a chain extending over
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many budget periods.

__,(b) Even before economists developed such notiona as "funotional
?inance! and "naticnal income accounting", it was clear to officials
in the rather obvious circumstances of most African countries that the
aotions of a govermment have the effect of shaping the whole course of
economic life and development of the countries or territories concerned.
The budget, therefore, could not be conceived simply in the same terms
as the acoounts of an ind1v1dnal Mr.Micawber. ,

(e ) Offlcials.eepeoially Pinance Minietere, could not but becoume

repidly aware of the inter-reletiOnehlp exaeting between the budgets
of different yeare, in partlculﬂr, it was borne in upon reeponelble
officiala hy (eometimee plﬁte:).experience, that today's ocapltal
expendiéﬁeerﬁeeemes tomoifew;e'cﬁrrent expenditure on maintaining
and running the installations oreateds Hence, it became essential %o
enquire to what extent today'e inveatment would increase the etream
of future inoomes, how much of that stream would flow back, or should be
diverted back into the budget, and thus be available for maintainlng
and running the new faocilities. From such eoneideratione, it also beoame
rapidly clear that the addition to future production and tnooms arising
from.Ypublioc works" would largely depend upon private actions and re-
actiomsj theése would at least have to be guessed, but were also o
oepable of yeinginfluented by government action — most cbviously by
~Pigogl, monébary and trade policies - and general legislation. Hende,
the prooess of budgeting led almost inevitably to the process of
development programming. ' a

;/ “Income 20 ehlllings, expendltuxe 19 shillings and € pence — result
happineee"
“Ineome 20 ehilllngs, expenditure 20 ehllllngs and 6 pence - result
Higery.'
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(d) Current revenue in most African countries is 1iéile.té
fluctuate widely from year to yéar in accordance with'eﬁport‘priCes.
The heed to ensure & steadier rate of development than the annual - _
budget would provide for under such o1roumstanoes is a further raason
for- adoPting a longer than annual perspective. o

B, Three Obigctions to Devalopmant Prog;amming
5+ It could be smd ~ and 1% is aometlmas sald - that. {n '

Afrioan countries davelopment programmlng is unnecessary. Thrae
arguments are adduced, alone or in comblnation t first, that 7-. N
development programmlng is not a substltute for sound judgement,
sconomic and also polltlcal by those responaible;secondly, that -
development programmlng is unnecesaary hecauae the problems of most A
African oountr;es and tarrltories are too 51mpla and obvioua to

require any elaborate development programming5 and thlrdly, that
dcvelopment programmlng 18 1mposolble b“causc of a lack cf data,

@et us take dhpse,three points in turn:
(l) {Nothing. like judgement” . - s ;
-6, It is true that @évelopment programmihg is not & Bubstitute =
for judgement. : It is perfectly proper for a responsible Minister ey - -
Plamning Boerd.-to.reject-the pattern of expenditure and -policies-
suggeated as a result of:a-more or less élaborate development programming

exercise. - Such suggestlions may be réjectsad ‘because they would ‘be .
politically unacceptable : for example, they may result in greater
inequality of income distribution when the policy of the government

is the opposite, or they may temporarily benefit one part of the
country more than another part,ete. In such cascs, whlle the: snggested
development’ programme iag properly reaected as unacceptable, it is no%
the prooess of development programmlng which is to be blamed. The
political objectiveg, such as “greater equallty of income dlstrlbution,
or & required geographical distribution of benefits, sto. should

have been impressed beforshand upor thoge asked to prepare a
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development progreamme. It should then have been the itask of those
preparing the development programme +t¢o prepare the best programme they
could within the limits of the politically-set objectives = although
they might alsc quite properly have pointed out the economie costas,
1f any, of those objeciives. Thus, the faot that a development
programme may be unaccepiable politlcally to those in charge is not
an argument at all against development programmingj but where a
development programme is in fact rejected for such reasons, this nmay
reflect on the degree of co~operationbetween those preparing the
Programme and those responsible for government policies.

Ts I% is also perfectly proper for a Minister or Planning Bosard
or Parliament to reject or modlify a development programme because
they prefer to trust their own economic judgement or'"hunch'over the
judgement or‘hunches"of those preparing the programme, They may deo
80 either because they distrust the data on which the dsvelopment programme
has been prepared, or because they distrust the use made of these data.
This is also perfectly proper.” MWinisters or members of parliament and
others with trained judgement and knowledge of the conditions and require—
ments ;of:thelr owm country are perfectly qualified to guestion or to set.
aside propeqals srrived at by & prooess of development programming. It
is & &uty'of\thgse preparing a development progremms to admit where their .
data are week, and to wmake explicit the judgements which they have nade.
Even if a development programme is set aside or modified because those
in charge follow their own judgement rether than the results of a process

of reasoning and calculation in a development programme, this does not
show that development programming was unneceasary. _Reasonsble peopls
reconsider thelr Jjudgement if they find that it confliote with the
results of - roasoning by honest and competent people, doing the best
they oan with the data at thelr disposal. The result of such reconsidera~
tion may be,of course, that the original judgement is maintained; or

that the original judgement is abandoned in -the ddrection of the
development programme; or hat out of thoe clash botwesn tho
judgement of those responsible for final deocisions ahd thoae preparing - -
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the programme. there will.emerge . .something else that is a ocombination of
the two. - In netther case can it be said that development programming
was unnecegsary. - Bven if the development programme does no more than -
confirm what might have emerged from general knowledge and general judgement,
it may satill ®e ithat the added confidence given by the coincidence of
results will enable the Government to make firmer commitments than would -
otherwise have been the casev - ' .
8. It may also be-that a .development programme is rejocted or modified-
by thoss in charge because they distrust the guality.of “the pedple working
on the development-programme, and their capacity to draw  an efficient
programme. In that case, it would naturally have been better noi to draw
up a programme in the first place.. The reguest to a & certain group of =~
people to prepare & development programme must be assumed to imply-'a -
certain. -degreq of confidence in their ability.  Where there is no such- -
confidence, ohviously what is required is to train or bring in peoplay.
from ingide or ouiside the country, who are sufficiently trusted to
prepare a programme which would be taken seriocusly when @ubmitted. It
is also posaible. that politicianm in charge may wish for reasons of their. .
own 1o go through the motlons; of preparing a development programmey: s8imply .
because. 1t may.he popular or fashionable, without having any intertion -
of taking the results seriously. This does not show that development
programming is unnecessary. . 1t does show that it may be misused. -
=94 development programme may also be rejected because those
rosponasible feel,, rightly or wrongly, that the programmé submitied is
not a genuine development programme, but merely the result of some kind
of compromise of the various Departments and other interests involved.
This direets our attention to the importence of administrative arrangements
which are'necessary for the emergearice of a genuine development programme.
10. It is obvious from the-foregoing that the relatlonship between
those responsible for preparing aldevelopment programme. "and ‘those
responsible for making.decisions about it 1is of crucial importance for

the success of-the-operation. - ~--




e

E/CN.14/E5D/01
Pege 7 .

{2) Conditions "too simple"?
.. 1ls The second objection was that development programming is

unnecessary because the problems of African’ countries are "460 simpla'.
This 18 not a good-argument. It is largely based on a oonfusion. It is
true. that in many respects the present economic structure of :‘Afriean
countries looks comparatively simple: there sre large numbers ¢f subsi-—
stence farmers operating individual farms or living in village or tribdl
communities at present ouiside the money economyyj a mone& economy Yased
on export of & very few primary ocommodities; the number of industiies -
represented is small, perhaps some food processing, textiles, handiorafis,
rerhaps brewing, perhaps & oement plant; wlithin each industry, there are
probably only very few plantssy the transport network ¥s rudimentery - one
or two railway lines and a few major all~weather roads; probadbly radialing
. from the oapitel, .etcs. But the fact that the present structure of African
countries may he pupexficially simple and easily desoribed has nothing to
do with the .simplicity. on:.complexity of..the économic problems which

face them. 1In some waysy it-could even be maintained that it is the
highly developed countries rather than the Afriman couniries whare the
problems. are too simple to régquire development programming. ’ '
Their prrblems is continued progress within a broadly=satis£;otory
framework, and a highly developed mechaniasm of prices and markets

linking the activities of large numbers of trained inhdividuals may be
Presuposud. to daal.with:the~problems involved in-a broadly satisfactory
 manner, Compared with thia, the problems of African countries is: .

highly complexs nct progress within ah established framework, but a
change of the framework iiself, Iniparticular, the preat prodlem of .
most African countries and territories is the creation of z uniffed

&/'"The resonstruction of the Buropean economies was easier to'aﬁélﬁﬁe“
than tkhe pattern of ‘growth of the under~developed cduniries ol Asle

and Latin Amériqa". H.Bq,Chenery,_”Developmggi Policies and Programmes™,
‘U.N. Ecoriomic Commission for Latin America, Bulletin, Mareh 1358, p.3%.

ke
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national monetary economy —the widening of the market from individual
family Q:}y;llgge to the nation. There are no mprkot prices to.provide
ﬁh9h guldanceynor is there much previous experience of, e.gv the impact.
o;igovernmentfexpgnditure_qn education or roads on total production.
The requnaeaof people, especially of private businessmen or farmers, :
to‘gqney and other incentives are less wcll-known and loess oasily foredeen
than in the more developed countries. Capital in African couniries is-
80 scarcejﬁhat it is much more vital to utilize any process or technique:
whicyumay increase the efficiency or the volume of the total possible
invesiment. In developed countries, "waste" of capitel is much less a7
fata},,and in any case the meaning of "waste" of capital is rather
doubtful in affluent societies. Thus, in a general sense, it is :
_gubqitted that fhere is no case for believing that developmenti: programming
'igulesa necessary in Africa hecause things are 8o "simple'.

=:i,12‘ Hhat is true.is that often not enough actual projects have -
been prepared or thought about in African countries %o involve a -
complicated or agonizing choice. 3But this is a reflection on the state::
of deyelopmggt_p:pgramming rather than & reflection on its wvalua, :
Development programming is a method of choice smong many possible actions’
or combinations of actions. Where it is not possible to prepare fTor
consideration a sufficient number of possible lines of action worked out-
in the necessary concrete detail, 1t is obvious that the usefulness of
a daveloﬁmant prograﬁme is impaired. Where this is not due to an
absolute shortage of technical staff, it may be due to administrative -
ineffioiency; the Ministry of Agriculture, for instance, in spite of - °
sufficient staffings;mey never have troubled to develop plans, beyond its
routine activities, for the development of the agriocultural sector of
the economy, including projects for possible irrigation or drainage, for
supporting farm prices or for agricultural extension work, merketing T
develdﬁ@énts;}seed.imprbﬁements etc., Where that is the case, in faot, the
+"deeisichbo draw up & development programme may be'uséfdl in prodding ?
inéﬁffiéiently‘abtivé‘gpvernﬁént deparfméﬂts into action in prepaving '
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poasible plans of developmental aotlon within -their field.

(3) Laock of Gata?

13- The third doubt arose from the 1ack of informetlon, and e
eepeciallyof statlstioal data. Does not this lack make development
programmlng unnecessary or dangerous? Good 1nformation is certainly, .
the 1ife~blood of a good development programme, and much - not all —;”;_
of the information requlred is quantitative in form. What 1s the preasent
structure of the sconomy ~ how much oonsumption, investment, savings,
eto, in agrloulture, induatzy otc.? What axre the recent trends in the
eoonomy? How will a.d.d.'l.‘oiona.l incomes be spent or saved or invested?
What are the oosts and benefits of given development projecta? What
will be the impaot of .8 _programme on the balance of payments? Whet
will be the total requirements 1n termy of brlcke or steel or skilled
people or trensport or water - or development programmers? Answers to
such questione are of the essence in development programmings - But even
the person who uses “plain judgement" in determining the future pattern
of investment and expendi ture, or decldes on a series of eoonomio .
measuree for hie eeuntry, glves anewers to such questions whether he P
_knowa it or not._ Some answer to thase questions is necessarily assumed
in uhatever course of action is deoided.upon. It is hetter to guess the
enswer to these questlons dellberately, using whatever seraps of
informa'bion may. ’oe e.vea.lable, to expose the results to the 1ight of
oritiocism and to make them stand a8 & challange for imprevement in
statistioe, instead of burying the presumed answers in the cloudy
recesaes of somebody's mlnd.“

; 14, It is sven worsa to leave theae questione unanswered anq
simply determine on & pattern of measures and expendlturea whmoh oould 5
only be right on the infinitesimal chance of hltting upon the rlght )
pattern by aocident or inspiration. In actual fact, there'ia not even
that infinitesimal chance,because the answers to'these questions’ whish
would heve to emerge to make the pattern right wonld normally be mutually
inconsigtent, Suroly thc botter approach is to "rely on
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figures and hunch rather than upon hunoh alone, even when ths flgures 7

are themselves paztly based on hunch". o f
15, The advantages of putting ir quantitative form even answsrsf!

which are more baaed on"hunoh"and Judgement than on reliable data are

a8 follows. ' . : o
i (a) By settxng out the "empty economic boxes“ whlch it is ‘

esaentlal to f111 with 1nformation, a spur and guidance is given . to: ... .

statlstlcal 1mprovementa. : -

| (b) By lettlng out these date in quantitatlve form, their

mutual consistency can be tasted.- ) SR . R
- (c) Informed crltlclsm and dlscussion of the programme is .

faollitated.”i = . : :

(d) In preparlng snch quantltatlve data, whatever partial or
sorappy 1nformation is .available can be most effectively utiliged,
although great care and ceutign _;.‘sl-;l,ndica.ted in.the use of partial
information. . , : a ,

_ 16.IIt may be added that what is qald &bout quantltat;ve S
inforﬁat%on would. apply even 4o tranﬁgothngéqp;qh,gre_almostnpyq. A
definapioﬁAgnknouq;heoause they do ngt pass_.through any merket,-such.
as subsistence production on.farms or rural investment.n kimd.. - .

_ ) 17, The neeq to make quantltat;ve Zuesses OT. agsunptions concerning
such transaotlons is, a spur to undertaking the kind of sample studies. .op
sooial 1nqu1rles whloh are esseéntial for g knowledge of the nature of the
economy and of the incentives which move people into action. .. R

18 In no case ¢oes programming in any way add to.the obatacles
towards effective policy formulation oreated by absence of data. It has.
been well said that a lack of adequate date '"is a limitation to any form
of analy51s and does not handicep a igstemqtlc approach. to programming

any more. than any, unsystematlc one. "

SEETN
e

HZA Lewis “The Theorz_of Economic Growth"; London 1955,pp 389—390. o
' e e o
“/ H.B. Chenery, g.clt., p 61. o
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19. The danger for those dr&w1ng up development programmes is that
they may beoome prlsonere of their own gussses, lews having once put-
the beat flgure down they may assume that this flgure is a faot, when 1t
may only be & guess. It is very imporiant to replace the original guesses
by better guesses and finelly by faots, as more informatlon becomes
availahle. It ehould also be remembered that it is not the uwltimate test
of a good development programme that the data conteined in it should bs
acocuratej nor even that the change in data and the path of economic
development should he eoourately forecast in it. Rather, the teat of a.
good development prOgremme is that it should lead t0 measurses which
make growth more repid, and meke total investment mere effiolent, than
would otherwlee heve boen the case. A development programme may very
well operate with doubtful deta and doubtful projections, and yet it
may serve to produoe the kind of investment 'package! which is superior
to the sum of inveetments whioh would have emerged from a oase-by-cass
or departnentalized egproeoh. Or it may serve its purpose by putiing
its finger onfexeotlv_tne kind of measures most needsd to increase
rroductions No one would call a development programme "inefficient®
beoause the measures suggested in it have turned out to be successful

beyond expectationl

0+ ‘Bxternal lekn fong

20, Another possible doubt as to whether development programming ‘
is possible or ‘desirable arises from the faot that all African eoonomies
are strongly" of ‘the type of “open dependent eoonomiee", ise. export
proceeds - ueually domlnated.by one or two produots - form a hlgh
peroentege of" their domestic monetary 1ncomee, or even of their totel
domestid inoomes, Moreover, agrloultural production in general, eubaeot
to unpredictable changes due to weather stosy i an important part of
nationsl incomes. It follows that total resources available may fluotuete
heavily from year to year, and in a namer difficult to predict.
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vl 21. Thle certalnly createe dlfflcultiee for development progfamming
and it eleo oelle for epeciel ed;uetmente in the teohnlquee ‘of program~
mlng whloh thle meeting might well ‘disouss., For instance, it may be that
thare " ehould be a basic programme foundod én the assumption of moderately
unfavourable prioe developmenﬁs in worla mdrkete and a supplementary '
programme ‘in the event of more favourable prices, varleblllty of total
evalleble réesdurces mey also call for greater ‘Plexibility a more
frequent adausﬁment and poseibly ‘shorter duration of development
progremmee.' Mery Afrlcan countrles have found ways of etebillzlng thelr
netional expenditure ‘to some extent in spite of fluctuatlons in world '
prloee, by’ “buch measures as Marketlng Boards, sliding’ ‘scelés of taxatlon,‘
compensatory efook-pillng ‘or acoumulation of buffer funds eto.. ‘To '
disouse “the ‘economic substance of such eteblllzatlon polioiee would
carry us heyond the technlquee of development programmlng. "But such " -
polioies ‘are bound fo 1nf1uenoe the teohnlques of' development programming
at the dame ‘time ‘as they make the task e351er by emoothlng out the

fluotuatlone in avalleble reeouroee.

Cy L o : woo . . : D e

D, fPfoéfemming"and'Prog;emmeeﬁA

22, It will be noted that this paper has so far deeifﬁwifh fhe
desirability of development progremming rather than the desirability
of hev1ng a dewelopment programme. The two are not quite the same
thinge. Development programmlng as a process is eomethlng that may be o
considered as an 1ndiepeneable preoondltlon of efflolent policy y a
formulation. Whether or not the results of this policy should be brought
together in one single proeramne or plen is a separate metter. However,';
it is rare for & programme oOr plan not to be produced and published. i} ::
The pxoductlon of a single dooument embodylng the reeults of development 1

programming has a number of adyentagee- “ e e

(a)- ‘It -is. of great value to agencies rendering or considering
agaistance to a country to have in front of them a plcture of the sum
total of the kind of policies which the government proposes to follow
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and of the results which i1t hopes for, or expects. . This applies to
private foreign investors as well as to national or international public
agenclies, It has already been mentioned that,historically,in a number
of African countries and territories the first long-range plans were
prepared in oonnexion with grants under the British_coloniel Welfare .
and Dovelopment system. The same is true in the French dependent
territories or formerly dependent territories,where exiernal assistance.
provided by FIDES (Fonds d}Investiesement oour le Développement :
Boonomique et Sooial) and CCFOM (Caisse Centrale de la France d'Outre-
Mer), hae led to the formulation of four-year development plans. In
general,aeszstenoe under the Marshall Plan to western Europe through
OEEC led to the formulation of development programmes for the
oversess territories in Afrioa. Simllarly, the prznoiplee reoommended
by FAO for agrioultural surplus disposal recommend that the use of  .
local ourrenoy reoeipts erieing from such transactions be linked to'.ﬁu

development programmes, primarily in 1eea—developed aTens. Moreover, |
in eeveral oases mieeions from the International Bank have suggeeted |

or helped to establlsh the outllne of a development programme.' There

is no doubt that a oountry 8 ohences of ettracting foreign reaouroes aie
inoreaeed by the ezletenoe of plauslble and realistic prugrammesprovidp
ing evidence that &’ government knows what it wants to do and why 1t is

doing ite

(b) Equally - and perhepe more 1mportant = it is of’ great |
impor;anoe to domeatic 1nvestors, pertioulerly to private bueineesmen,nl
1o know and to understand what the government is w1lling to do $o help
them in, or elternatzvely to dleoourage them from, certain courses nf
action. In under—developed oountriee, 1nd1v1dual aots of 1nvestment are
often muoh less profitdble than the shortage of oapital might suggest,
because of lack of tramsport,powor, ropazr and maintenence f301litles,'
skilled labour, technicians, knowledge of markets etc.. The very faot
that a potential investor is informed sbout what is likely to happen in

the next few years in all these respeots, how the incomes of his
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potential customere aré llkely tb increase, and what other supplementary
eﬂterprisee may be started ‘during the period, ‘makes it that much Tikslier
that He ‘will take the risk, "and also that his investment will be ¢f the:
right ¥ind When he dscides’ to ?isk it. This naturally’ presumes that -
the "developmént programme is éxpécted by the private business commiwii by

to be actumlly carriéd out. If & sovernment has successfully carrisd "
oﬁ%“oﬁe‘or”tﬁo”ﬁrevious“deveIOPﬁeﬁt'programmes,‘this‘may‘shﬁrplj inoreeee
the expeotaiion thai 1t ‘means’ hueinese and knows what it ie doing.

(o) The publioatlon of the results of developmeﬁt programming
in the form of a development programme elso eeeme epproprlate to the '
demooratlc eystem of government.‘ People have a rlght to know the pioture
which the government hae formed and‘the alms which it hopes to aohleve,
as well 28 the meeeuree by whioh 1t hopes to eohzeve them.' In & demooraoy,
also, the government does not coneider 1tself as the eole rep031tory )
of wlsdom,and it 15 rl%ht that 1t should expose its 1ntent10ns and t
obaeotlvee to the teet Qf puhlic debete and critlclsm. In faat, informed
debate around 2 development programme 1s more fruitful and healthior '

than oontroversles around personalities or ephemerel evente. The oeee

I

[xe

for develqpment programmlng w1thout 8 development programme eeems no

stronger than the case for ‘budget:.ng mthout the publioation of

annual budget.

.23+ The above advantages apply to the publication of the dﬁVOlOp-
ment progremme when the time 1s rzpe._ " This does not mean that it is

a good thlng to publish dsve10pment prOgrammee Whlch have not yet been B

approved or which may still be subaeot to maaor rev1sion. Premature ’
publloation mlght eeelly confuse publio oplnlon, or create publlo .
pos%tions for or agalnet certaln 'targets or policies whloh could ;'iif
dietort the ultimate programme._

i

vt o “F S b Lo b o
T W . RN ] . . . . PR S L AT



E/CN.14/ESDS0Y .

Page 15
CHAPTIR II. ~ ,  Formulation of & Development Programme

.- 24» For the provisional discussion in Section I, it was suffiolent
to use the rough-and-ready definition of -a development programmeé oontained
in the initial quetation from a Budget speech. It is now necessary to
define a development programme more precisely and to indicate its
essential elements.: A development programme is an analysis which
provides a basis for designing and carrying out a development polioy
by reference to. objective criteria and for testing its implications
against those of alternative polioies.1

25+ The -eggsential components of a development programme are ‘the
following: '
- (a) A statement of the general aims and objectives of ths
SEG ._‘d_z;goye:mn%ent.
(b) 4 ptatement of more precise and guantitative targets.

(o} A statement of the structure of the sconomy, recent .trends
., .and broad lines of development. .
(d) Balance-sheets and tests of feasibility.

(o) A public expenditure programme.

(£) Details on major projects.

(g) Bxplanation of policies and measures by which the government
proposes to achieve its aims. . ,

“° " k. Uoneral Aims and Objectives

26. The contral cbjective of any development programme is to
promoté "ﬁavelopment" But this is rot sufficiently precises ' "Development™

'}—x-"

i/ This deflnltion ‘combines elements from H.B Ghenery, "Develqgment Polioies

and Proggammea" Economi.c Bulletin for Latin America, Narch 1958
UsN o dloonomi o' Commission -for Latin Amerioca, and J.Tinbergen - "On- the the HARS
Theory of Boonomiec Policy™, 1952. .

E R
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means many things :to.many men. ii-ié«hecesaary~in55*development—§r6¥{ﬁ“
gramme to specify what lines of development the govermment has in mind.
Ampng,poesiblenobjectives—— gll of them of importance in Africa « are
the followingi . $o reduce. mass poverty and malnutritions to change
over. from a subsistence .. .. %0 a monetary ecunomy:p-io achieve a
higher degree of export diversificationy +to become less dependent upom™
fluctuating :world marketsy - to promote sxportsj)  to inorease production-
as rapldly as possibley +to lay the foundations for future growthj +to -
attract foreign capitalj to encourage domestic investments -to inoréase .
consumption rapldly 3 1o hold down Eqnsumption,injordsr,to inorsease .. -
invegtment ; to industrialige j. to encourage agriculture  etows Lt will

be readily seen that theso objectives are not all mutually consistent

and may oompete for:limited resources. - It is important to say what
exactly the government has in mind. Otherwise, its’bolioiéshand proposed
projects cannot.be properly. understood. - : : '

. <21+ Ag.the government's general aims and objectives will often
apply to a longer period than the development programme itéelf, it seens
useful to specify which.of the general objectives are.expected to
continue for a long time to comey-and which determine the present pro=
gramme but are expected to change with its execution. o

284, The main objectives will lergely determine the genéral’
priorities, In a good development programmé, the general'aima and
cbjectives as well as the associated priorities should arise from an
analysis of the present structurs of “the ecbﬁomy and the main weaknesses
to be remedled.l Thia is the main reason why it is horc submittod

“that an analysis of the atructure of the ‘economy should be 1nclude¢ 1n
& development programme, d931gned more to bring out the main poinis of
weaknesses than to provide a full description. Partlcularly when - - -
_n:dgiamming for aAcountry in early stages of davalopment, it may be *:"
most lmportant to gxpand the dsvalopment capaclty by removing agurges

of waékneés. : ' : SR ‘
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.- 29+ The general aims and cbjeotives will not alweys be 6f &
quantitative nature. --Por instance, among the objectives for many
countries in Afrioca cowld-be such things as ohanffing the abtitude’
of caitle, owners sc that:thoir cattle wight bo considerod eB '

a productive investment rather than an mcoumulation” of wealth; as ah

objeotive. this is herdly capebls of being expressed in quantitativb'

terms (although“it::oonsequennes.in terms of increased produc%idﬁ sre).

On the other hand, the abjective of bringing more cultiveble land

uﬁdar‘quljivation can be quantitatively expressed direct. ¥here

.8 genaral objective is quantitetively expressed, it becoumee a-long-

tornm ;farget. - A number of objeotives are perily dquslitetive and partly

quantitsiive, such &s the "fransition from a subeistonce ecordmy to

. & MONGtary. economy". This 4s in itself quslitative Dut™i¥ ospable .

of being expressed by a number of quantitative indicators. o TrE
30. The statement of general &ims and objectives may well reflect

the general sconomioc philosphy:of the government, For examplesis it desired

to produce a more equal income distrdbution or on,the contrary,to '

encourage inequalities for the sake of incentives? ‘Is 1t desired o °

lay the. foundations for a iong~ters increase in produstion or- to schieve

immgdigte improvements in living:conditions? I it desired 16 enlarge

or reduce .direct governmment -participation in productidny ete.? It 'is

good that a development programme should explain the genéral 'éconcuid

beliefs.of the. government so-that proposals ocan be judged in their

T

praper, context, im

B. Targets e A
i St e ISa T o ' s . co R
(1) Dverall tggggf : e o
‘<31, Such targéts can be "overall"™ orMsactoral " Among overall
targots) which are fraQuantly included’ in devalopment programmes,
el ther 5i%gly or Jointiy, we find. national—income targets, oonsumpfion
or standard-of-living targets, investment targets, tarieta for total
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employment or changes.in employment structure, export and import targets.
In many .development programmes, -one .of these targets appears as the
original terget from which others may be derived. The choice of the'"
origiral %arget will reflect the general priorities of the government.’
Bugey vhere the priqrity problem is to improve the balance-of bayments’
position,. export and jmport tergets will be primary; whére the main
oonoery is. with the .provision of employment, targets will " S
be primarys; where  the main ooncern is with raising standai‘dszbf"li'ﬂnéi,
consumptiqn targets; ~ where the main concern is t6 raise capital® ™
formation, invesiment targets} where the main consern is to industrialige,
the ,change in employment structure away from-agsioulture and towards -
industry may be adopted-as the primary targets. "It is useful in a °
development, programme to indicate tho przmaﬂy targets from which- t’he others
have been derivedy. P N 4 ‘ Ce T

. 32. An overall.. -targe*b of this kind car be in-the nature of a
. task to be sety, or it qan.be in the nature of a trend to be projected.
Where an aanalysiax of: recent. progress under earlier programmes or & =~
periodic survey. of recent trends: shows that satiefaetory PI‘OSI'G‘BS iﬂ“
beipg made,.the.%arget may simply bé to continue this’ satisfactéry” 7
rate,of .progress;. It:lis.even possibie~for'.a development pmgrammel*!:o’ o
proﬁrid‘e;; for.a: smaller rate of:iprogregs:than has recently been’ oBagi¥ed]
this will. be:the oase: where rscent progreéss has béen dué to sPedial -
ciroumstances which ocannot be ‘repeated, such as pPoat—war ‘rebtdénstridtion
or specia.lly favourable commodity prices. Normally, howevé’i*’,-‘ja‘ develop=
ment pregramme will provide a task, some kind of sgpeeding-up in the
irends regently ebserved. Fep

33+ Some people doubt the usefulness of aggregative income ta.::--
gets., It is ocertainly true that,broadly speakingyany ‘ctaintry will"iry
in its development programme to meke the rate of inecrease in. national
incoms a.s hlgh as possi‘ble.‘ Hence, the ta.rget acquires. the nature. of. .
a general goa.l. But most develppment progranmes do, in. fa,ct, contain. :

"~ -5' P e T T
P A Sh Tyt DI

2/ See parapraph 68 below.. °~ - ° S
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such' targets, and the prevailing feeling is that this is useful in
setting a task which will spur everybedy concerned to great sfforts te
accomplish it, and that i+ aleo provides & test for:theé relative degree
of sucoess or failure of ‘the development programme. Moreover,.an overw::
ambitious target in projeoction of the apeed of overall growth is much - 7
legs harmful than wrong targets concerning the relation of different.
sectors -to sach other and wrong selection of projects. "A development .
programme can, therefore, serve its main function of guiding the direction
of resource allocation even if it does not turn out to dve s gooﬁ fore—
ocast of the rate of growth.m ‘ ' )

.34« In this connexjon, it.is also useful to bear. in mind that .
the establishment of aggregative income targets is particulerly daifficul?
in Airican’opunt:ies. Since economic development imwelves & struotural
change from subsistence to market eoononmy, estimated increases in
domestic produot may be magnified as a8 result of inocomplete coverage of -
non-monetary iransaotions. Such inoreases are also influenced by the -
methods Qf valuation adopted, partioularly in respect to subsistence
OTOPS,. .. - o .

- 35« These cbservations have also a hearing on comparisons. among
countries, . In faot, the practices adopted in desling with the subeistence
sector as well as the relative price struoture,vary from one Afrisan
country. t9 another. iIt:ﬁay -therefore  be very misleading to. judge

. various. African couniries' apeed of deovelopment. mainly by refersnce to-

the rates of inoreasge of their netional. .inccome or to aet their -
aggragative income targots on the basis of other countries' “performanoe®.
16« It 18 one of ihr great meriis  of the system of national income

.aocounting to indliocate that all.the various overall targets:so far’

mentioned are intersrelated,.and that thoy must, therefore, be made
matually coneistent. Once a ocertain perocentage. inoreéase in national-
income. has been set as a goal, and made concrete in terms of épeocifio

ey Lt

3/ See H,B.Chenery, op.oite; peT6s o

L CRLPLE STRE



BACK 14/usn/o1

Page 20

increases in output the investment target follows more or lese direct.
from t@ié;nik certain part_ of tho increasse in.-national income may be:. ..
gbtained without investment e.g. by better utilization of existing
cnp#a;ties,go;_hy getting farmers to practice better orop rotationy or .-
by land reform,.greater incentives, increasing-skili, réducing waste,’ .-
better repairs and maintenance etc.. It is one of the weaknesmes of "=
development. programping generally, and one based on aggregative invest—:-
.ment targets specifically,;that:it may conocentrate tho attemtion toe -7
much. on tangible. investment as the only method of raising incomes.

37. This danger is not necessarily inherent in this type of ' '~
developpent programming and showld.he resolutely resisted. But.when
all.is said and done the increase in national income will require & -
cortain amount of new invesiment,.partly publioc:and partiyrprivate. -~ -

38. Once the volume of required-invesitment: has béen caloulated in "
relation.to the increased income or.output, a “oapital/output-ratid“
follows.  If xhig.capital/output_ra%io:isslow, for instance.less than -~
2:1, this may mean that the efficiency of new investment is great, or "+
that a lot of investment has been concentrated in sectors which yield -~
immediate output,. or that much increase in output has been achieved by
maghods, neauiring little or no investment. . 4 low capital/output ratio
over s, comparatively short.period of four to five years, such as is =~
covered by most development programmesy is .not dm itself evidence ofa:
good development programme.:.-The.fact that investment has been concenirated
on sectors resulfing in mugh-immedisgte. output . may be at the expense '
ot creating diffioultises.later. The:low capital/output ratio may slso
be.due to. specially favoursble circumstences, such as the existence of
unutilized capacity, perhaps as a result .of previous investment programmes.
Over the long rum, however, say 10 years or certainly 20 years, a low.:
oapita;/output ratio is. evidenge either of favourable conditions for' =
progress in the econemy - or-ef good management, or perhaps of good- luck =
(esgs high export commodity prices). e

39, A plausible capital;output ratlo ‘doesd prowi&e somé first test
of the realism of invesitment targets. Where the capital/output ratio
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is as Iowas Y11 - or even 1¥:1; ‘there is réason for a eearchlng end
skeptical examination of “the éstimates of 1nvestment requlrements.

to search for ¢heaper and more effective oapitelwsavzng methods of
development. o

- 40%"In meny caBen, however, the cepital reqpiremente to produce
a given inoreasge in- output, aré not really computed, but are derived f

from a preconceived oapital/output ratio, In other worde, the proeedure

is reversedi - instead of deriving the eepitel/output ratio from the '
investwent requiremente, investment requlremente ere derived from Y
capi tel foutput ratio. ' SR

SR 41. The capital/output ratio can be obtained from the experience eff

nther sountries in similar’ conditions, or rule-of—thumb (often
& ratio of 3tl or 4:1 is assumed) =, or it i elmply a matter of
general judgement., &uch a préﬁedﬁre is never ‘safo. Capitel/output
ratios do show a certain measure of 1ohgﬂterm“étebiiity in more-
developsd countries, ‘but this does not provide a “suffioient basis for

assuming such a ratio in an under-developed oountry for a shorter period.\

In particular, 1t neglects the changing compoeition of 1nveetment ae
between more or less oapit&l—inteneive ‘Sectors as ‘well as ohangee in the

degree in which it is possible to increase’ produotzon without investment.

Moreover;, ! capital/output ratios in African countries are influenoed by
wide osdariations iH relative prices of "capital“ end “output"

from oné country ' toc snotheér: Since practlcelly all cepital goods are
imported and output: consista mainly of TAW materiale, foodatuffs and
mamufactured consumér goods, the o&pitel/ output ratios are etrongly
influenced by Cuetome end general import policy as well as by the
respective slares of high-priced and 1owapr1ced goodsin the ouspute
Moreover, as” elready pointed out, the estlmatei increases in domestioc _
product reflect methods applfed in deallng wlth the subsletence eeetor. |

&/ Arthur Lewis "guessges" a ra.te of 4:1. heogx of Eoonogo Growih,pi3dTs -

P

Where the odpital/output ratid is as hlgh as 511 or 6:1, there is reaeon
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An overellloepi;e}/ouypgt{repio assumed. by reference to experiegoe in

other oountriee.cannot therefore be a.substiiute fermreal‘estimatee

ofllnveetment requlrements.; When this is. not poeelble,\howeverl eati-.

metee based.on eectoral cepltal/output ratios derived from comparable

conditions may be helpful in certain cases. -
. 42, Once an estimate of ipvestment requirements has been errlved

at, ah eetlmate of reeources avexlable for ooneumptlon follows.

Consumption 1e equel to produotlon ‘minus 1nveetment, plus any lmport

surplua. Thls last feotor immedlately d;rects .attention to bqlanoe—,¢ L

of-paymeﬁte targets. Total lmport requlremente follow from the _Projecte:

ad inoreaee in consumptlon and from the progected 1nveetment requirements,

a8 modlfied by any megsures of impor?d, substitution, . taxetlon, controls eto.

whloh Jay, be envisaged in the development.progremme.;. N e n

43, Totel exports depend on the foreseen state of world markete

for the oommoditige ooncerned, and .the expegted aotionl of oompetltlve

countrlee, as mod;@;ed.py such BPBleiO Jneagures. of. export promotmom“,ﬁ-

or dieoouregement 8s may be env1saged in the . programme. The rise in -

inoome and 1nveetment requ;rements may. also dlvert resouroee from

export productlon to domeetlc uses this must be taken 1nto account dn

settlng realietlc targets but is often. negleoted.'”_:'_

.44, I‘t eta.nd.s to. reason thatywhere an 1mpoﬂrt‘eurplue is part of.

RS T3 RS B
. Lyt S S ...'w-'f.(":"’! :

the intorureleted overall tergets, some picture oust exlef of - how thig. .
1mport surplue can be flnapceda Where. the ieporf sorplue cannot be
flnanoed, the programme must be modlfled or measuree must be- taken. to

PR - Tl v Pl

prevent the Amport sg7plue., If not, the programme ?111 be an ... e
ToisEneo ‘..‘

"gxercise in hope“ .+ ,Some countries hopefully plan for an impori. .

surplus even w1thout immediately visible waye of’ financing 1t io the .

hope that the reet of the world w111 not 1et the development programme .
fail for laok of the hecessary forelgn exohange.” But this is obv1ously,ﬁ:

e Bouwod
a risky eseumptlon._ Any develqpment programme baeed on such. an
o Rofrcoan
agsumption mugt be coneldered es somewhat tentatlve.

5JE. Tems Wihsery of Hoononlc Growih", pagd 389."
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.45« Where a development progremme eatablishes overall targets
for national income, consumption, investment (public and private), exporis

and importa, it 15 best to set out these targets in the form of at least
an elementany national acoounting system. In this way the 1nternsl
oonsistenoy of the vaxious targets oan be teated, suoh as the assumed
ralationehlp between increase in 1ncome and increase in 1mports, the
asaumed ratio of 1nvestment, theextcnt o which inoreases in income

are assumed to bhe “ploughed back" into investment, eto. é .

46. In a davalopment Programme covering, say, five yoars, the
overall targets could be set either for the five year period as a whole,
or year-by-years. In economies in which resources fluctuate widely beoause
of fluotuating prices for export commodities, axceasivelu 1mportanoe
should not be attributod to year—byayéar targots, particularly of exports and
1mporta;but also of investment and national income.

47~ Yearﬂbyuyear targeta for such national aggregates would perhaps
be better regarded as mental exercises, and the value of their puhlioation
is somewhat doubtful. I% is sometlmes said that suoh yaar—by—year targe te
are necessary . in order %o prov1de a measure of progress and sueccess
in implementing the plan, Posslbly, however, this purpose oould be
satisfied by expreaalng a general ob;eetiva,e.g. to achieve within the first
two years of the plan perhaps one-third of the 1norease in national in-
oome, within the first three years of the plan half of the increase, ,etce,
The. doubt about the publioatlon of annual aggregative targets of this
kind doas not, however, apply to public investment. In tha case of .
public invesiment which by nature will be known to those drawing up' -
_the programue in muoh more detall and will be subaect to annual budget
procedures, it geems an essential element of a dsvelopment programme
to have & year*byhyear proaeotion or target for public 1nvastment drawn

up and published.

_/ Also, in this way the conslstency of the total development programme
with total available resources can be tested. This is elaborated °
" in Section (d) below "Balance-Sheets and Tests of Feasibillity."
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48, Nearly all development programmes whioh ‘set - overall ﬁargete

' for the growth of national income ard of total investment provide for a
hlgher rate of roinvestmont of incfeases in income (“marginal rate of
investment™), as compared with the previous raté of investment. This
‘cofresponds to & prindgiple of deveiopment policy, i.e. that at low
indome levels it is dlfficuit to savé or inorease sav1ngs out of
present low 1noomes; but ag 1noomee are 1noreaeed, e.g. by 1noreesed
produotlvity, 1£ should be possible to plough baok a8 higher share of
ths lnoome into the produotlve oapital of the country- it ehould be

‘”oleamly understood that to "provide for“ e hlgher marginal rate of

' ' investment msy look eatlsfaotory oh paper but is meenlngless unless
aooompanied by the corresponding measures and policies whi.ch will
actually produoe the deslred hlgher marglnel rate of 1nvestment. The
deslre to achieve a hlgher marglnel rate of 1nvestment may also affect
'the allooetlon of 1nvestment as between dlfferent types and seotors,
sinoe the income arislng from dlfferent kinds of’ investment is mot

' equally oapable of being "ploughed back" into new’ invéatment, -

) 49. Where investement targets are set, 1t is 1mportant to’ speoify
whether the” target relates to’ net investment, {.e. ihorease in total

- oapital, or whether it relatés to gg_;g investment, 1noluding the

o maintenenoe and replecement of existing oapital. It 13 also’ impertent

‘ to state whether neoessany inoreases in stocks heve heen 1noluded. -
Development progremmes somstlmes “fail to take into aooount that rising
levels” of 1noomes, "and a spreadlng mone tary economy, make it neoessary
to provide 'for 1arger stocks of commodltiee, ard this can absorb

felgnlfioan% resouroes. Both ooncepts, ‘net investments and gross ‘invest—
ment, are velia; but it is important to distinguish between them.

. 50. Flnelly; emong the ‘bverall targets, we find employment targets.
Estimates of national income are sometimes arrived at’ by taking First
the expacted 1nerease in population of working ages, second an’ estimated

;”&@gxee of ebsorption of:ﬁngmployed or under—employed persons,and third
an éstimate of an intrease’ in productivi+ty. per pereon«or manpower ‘based
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- on past trends or on the estimated effect of proposéed weasures and

polictes =t

51 Employment trends elso provide a transxtlon to sectoral targete.
'Employment targeta oftcn show ths projsetod changs “in  the distri-
bution of employment as between agriculture and other ocoupations,
partioularly industry. As’ development proceeds, the normal rule is that
the percentege of population employed in egriculture_falle fmom"perhapa
as much as 90% to ultimately as low as 10%. Subject to certain qualifi=
cations the speed of economio development can be measuredohy-the rate at
which tﬁe ‘relative share of agriculture in total‘employment falls: Since
population increases all the time, the absolute number of people engaged
in' agrioulture will normally contlnue to 1norease, at least in the underw
developed countries. « A development programme which provides for the
maintenance of the absolute number of people engoged in agriculture, by
traneferrlng the whole increase in population into nonwagriocul tural
employment, would be an extremely ambitioue development progreamme; it
could only be maintained if the rate of.investment were extremely high

3/

. and the rate of productivity in agriculture increased extremely fasi.

. {2) Segteral targets

: 52. Apart fRdm Pully aggregative targets, development programmes
normally include targs'ts 'for the major sectors of eoonomic ‘activity, In
countries where development plans have already been executed; subsequent
plans may illustrate changes in prioritles by comparing sectoral
expenditures in earlier plans.

1/ For instance, the Japanese approach to development programming ia
along these lines.

'“§/'In moré developed countries, where the population increases more
slowly and agricultural productivity rises fast, even the shsolute
numbers in agriculture tend to decrease.

'2/ ‘For the way in which productivity targets and investment tergets can be
derived from employment  {argets, see H.W.3inger, "The Meohenice of ilgco-
nomic Development", Indian Boonomic Review 1952y also "The Economics
of Underdevelopment". Oxford Unlverelty Press 1958,39 384399,

-
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The relatidnships betwsen the overall targets and the sectoral targets
can be of two kinds t either the sectoral targets are Gerived ffgﬁifhe

overall targets (thig.is known as the "programming approsch™); or the
overall targets are built up from sectoral targets (the ‘tsectoral appro—
ach"), The development from a "sectoral' approach %o "programming® is
clearly.illustrated in the following statement relating to the British
dependent territories in Africas

"Tt is fair to say.that most of the early drafte of the
_Development Plans were little more than a series of
departmental eastimates inflated above their normal level
- by anticipation of the receipt of extra-territorial aid.
The plans eventually approved represented the result of
& joint attempt to appraise — probably for the first timc -
the prospects and potentialities of each individual territory,
and devise the most efficient location of the resources .
available for development
53s The "programmlng approach" is theoretlcally superior, but it
requires a con51darable volume of 1nformation or assumptions.ﬁ Once it
. has been determlned that the aggregate per caplta 1ncome could be
1ncreased by T in the course of _the period covered by & development
programme, that thls 1norease would consist of a K% 1ncrease in consump=
tion and a Yh inorease in investment, and be accompgpiegd bfﬁ‘*ﬂ% ihcrehsa
in impor#ts, .then the .composition of the increased flow of ‘goods as between
agriculture, industry, iransport, power eto., ‘¢dn oily Yé' determined

e T

by measuring or assuming: .

‘&, The income elasficity of démand, i.e., the way in whlch the
projected increase in aggregate incomes w111 resuit 1n a
demand for va.rious kinds of finagl good.sa_ The changes in

B demand for dlfferent kinds of final goods can, of course be
‘influenced by governmental measures contained in the devalop-
ment programme, such as tazation, One would also have to
know somethlng about the distribution of the addﬁlonal 1ncomes,
. #ince different 1ncome groupg and. dlfferent social groups will

___/ Lord Hailey, “An Afrlcan Survey®, Revised 1956 Oxford.pp- 1336—1337.
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have different oonsumﬁtidﬁ patterns,

b. The input~output relations, 1.6, what wuantities of the
various raw materials and intermediate éébds are needed in
order ‘o produce the final bill of" goods ‘demanded as a result
of the projected-increase in incomes

¢+ The cost of production of Yoth raw‘matériéls and final goods,
since the demand for them will depend not ‘only on incomes,
but also on prices. The désirability of either importing
or producing at home speclfied commodities nlso depends

on relative costs.

54, éy‘now it will be appreciated that the derivation of gectoral
targets presupposes a falrly complete knowledge of the “eoonomio map',
1noluding income elasticities of demand, price elasticities of demand,

'technological productlon funotlons, and ocost structure of different
“}n&ustrles. _thle there may be partlal 1nformation available to serve

"as a gﬁide, such as budget studles, 1ndustr1al censuses, the results

of tests on agrlcultural experlmental stations, atq., it is not likely
that the “programmlng approach" can be appliad in the fully scisntific
sense in the earlier stages of development programmlng. ..

55. In practioce, therefore, it is more the other wuy around.

_Instead oftthe overall targets serving as the basis for deriving

sectoral targets, the sectoral targets serve as foundations for
the-'overall targets. The lattér then haﬁevmainly the funotion of
determining the feasibility of the whole programme and determining the
broad lines of gpyernmeﬁt fiscal, monetary,.trade and other policies.
"564 In practice, therefore, development programming:.often starts
with the individual sectors: what can be done in agriculture, industry,
transport_‘etc.? This procedure also makes it possible to take advantage
of‘suchtadvapoe.planning_as_is done in the individual government depart—
hentg. _Buttit_is an essentlal element of the process of developmemt
programming, that the programme should not be a simple addition of
sectgrg;”progrgmges.and,targets prgsented by the i?gividna; government

v S s e PR AR R S A R M e < e eps whemg s s © W R AR .
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dopartments. This would be wrong for a number of reasonst

ao

Tha dlfferent departments Would prepare their sectoral

programmes W1th dlfferent v1gour, and the ‘result would,
_ ;therefore, be "unbalanced.“ o
g

The dlfferent government departm nts would prepare their
seotoral programmes on dlfferent underlylng assumptlons.

For 1netance, one governmﬂnt department may assume that

' there will be no fore1gn exchange bottleneck and importaed

1, - - S
¢ o e Cs

de

'materlals will be freely avallable, whlle another depariment

'.proceeds on the aseumpt1on of forelgn exchange stringency,.

It is clear that the addition of two such heterogeneous
pietes is not likoely %o make a good programme,

The‘addition of thé various programmes would only by accident
be'oonsistent witk-the availdbTa rescurces, It may oither
leave resources unemployed; more probably, it may exceed the

available resources and result in losses or inflation; or,

‘most probably, it may‘ 6reate intolerable scarcities’

of -eortain’béttleneck resources, whils leaving othors

wnutilized, - -
Sectoral prografifies simply added together would not be

properly reldted to each othar, TFor Ehsiancg,'fﬁe road build-

ing programme would not provide the roads required to carry to

market the additicnal produce provided o1 in the agriocultural

programme; or else.it might provide rozds to thé'ﬁfong”

placeyor the wrong kind of roads,

57. From the foregoing, it 'is .obvibus that, just- as the pure "

sg: - programming approach" presuppeses greater. knowledge of.ths-'"economic

. vrd map’ than the under-developed countriss - or 4indesd most other countries

wGan possibly possess, so the pure "sectoral approach’ -is obviously

~+ . wagteful .and needs modification. In practice,therefofe; the'relation-

-.#hip between: sectoral targets and overall targets is bound to: beza'mutual

one, Development programming essentially considts of a- process of a

#r.camtual adjustment; back and forth, of sectoralsand ovéerall targets
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to sach other. This procedurs by "trial and error" is typical of

.development programming; it finds its administrative reflection in

frequent  oxXchanges between those concerned in individual government

departments with individual sectors, and those concerned with the

"picture as a whole", A development programme wihiout constant contacts

between those at ithe centre and those in the individiual departments

cannot possibly be a.good development programme; nor can it be so

unleas there is - genuine give—and~take on hoth sides 611 the time.li/
58. 411 the time, it is important to remember the difference

‘between targets in the public sector and targets in the private sector.

‘The former ere the direct responsibility of the governmentsend

should therefore bhe in the nature of firm undertakiqgs, sub;ect only
to the normal revisions of the development programme. 2 Targets in
the private sector are no more than what the government expects to

-happenj or would like to happen or will try to- ‘make happen by its

sconomioc peliecies«s Private targets state the assumptions on whlch

. the governtient proceeds in framing its public expenditure programme

and the other messures and pslicies contained in the development
programme.’: But they cannot be put forward witb the same firmess ag

publie targets, since government measures to influende private actions-

- encouragenént or discouragement ~ are never quite certaln 1n effoct,

- and the achievement of these private targets will depend on the

responses of indivi&uaIS-an&'bﬁsiﬁeés units. Moreovefvin sb'farfds

' / Thia process of trlal an& error, of"bapk‘and forth" between sectoral

targets and aggregative targets is very similar in prinociple o the
'simplex' teshnique in linear programming and the thédry of games;
and this has created interest among those  concernod with: development
programm1ng in these more elaborate mathematical methods. . It ia

#i- . not believed, however, that such methods are 1mmed1ately relevant to

African oountries at the moment and it is not expected:that the:

- ’"‘maetlng will g0 into thls. Hence they are not inoludeg,;gntpg .

[sprdsent paper.. -
12/ :See below, Section H.

sy p el
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the individuals or business unitsiconcerned may be foreign investors,
their responses are not easgily influenced by the government. - For-all
these reasons, targeis in the private sechor cannot be held with the
game firmness as public targets.i, o ,

7 59« Among the public sectors, the more social sectors, such as’
he§1§h_and education, are in a speclal class. A number of recent

investigations in more advanced contrigs have pointed, with great unanimity,

o the conclusion that of the fotal increase in productivity per man hour

only a minor part has.been due to the increased input of capital and

,,ngﬁura;Jresou:qeg pesr worker; the major part has besen due -to an increase

in output,per_unit of capital and natural resources used as well as per
unit of labour, This strongly points to the importance;of "human investw
ment“ as a faotor inincreasing outpui. . However, the relationship between
expepdltyre”on.hea1th and education on the one hand and the resulting oute—
put on the otber hand is rather different from that, say,: between bricks
and buildings. .In.the first place,; better health and better education

are by‘themselveqidasirdble development objectives, even if they do ‘not
contribute to_qgtpgt;_thia‘is‘not the..case with bricks. Secondly, the

rglatipnship betweep_heglth and education and output is usually more

. remoie and unpredictable than the relationship betwsen bricks and: "
buildings. . 'I'hird.],y, .the relationship is not .technglogical .but a matter

of general economic and social analysis; no input~output tables exist: to
describe this relationship, .and experisnce elsevhere is not much help.
In the fourth place, there usually is no market demand as 2 gulde to the

~golume . of educataon and health serv1ces ;eqnlred, as there 1s w1th buildr

'“inga. For all these reasona, targets for health and educatlon expenditure

+-BTe normally treated as "autonomous targets", 1¢e. they are flxed without

Lmuch refarence to elther aggregatlve targets. or to sectoxal targets, but

morexvin accordanee with what a country “can afford";or ‘what it “needs"
The possible guidemlinesame the percentages either of total national

income or of total public expenditure directed into, various. types of
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hgalth and_Qducatiqq“prqgrgmmes.;}/

SE i

R R

..-60.- The more "social requirements" in connexion with specific
proaacts ~ housing for workers: and managers, schools, hoaspitals etc, -
ars much more easily calculated than total-social expenditure and form

.. PATh of ths trﬁe project costs.. Experience has shown that a project

ﬁﬁﬁayzfpunﬂaraas;easily for lack of proper social provisions and incentives
as for technical or economic reasons, This ies particularly trus of major

_pgoaects whlch invelve the development of a previously unsettled or
tbinly settlgd region, In.such ocasos, the distinction betwsen.the "soo-
al" infrastructure and the Yeconomic" installations required can becomo

ra¢her thin, and both are more or less equally-quantifiable as part of

»aeer $h@ input rgqulxggggps for achieving certain increases in output. -

wv (§)1e Individual tergets
6L, Below.the sectorael-targéts; thers may’ bé output targets foi”

ihdividual major commeditiesp such ag the main kinds of cereals, Hain

.. export@rticles; main™ndustrial mEterials such 28 cotto"‘tettlres,

shdgs,-cement ete., Opinion¥is divied as to whether 1ndiV1dua1 outbut

- tarpetmiare uséfuliparticularly in *the private soctor. In tho casdof
Sierra Leone, for instance, it has bsen pointed oub that in the &&Vdlop-
mant plén for Sierrs’ Léche publishedin 1949 output targsts werd ‘THIE
déwn forpalm kernels, palm'oil, - .= < kola nuts,: plabuava, glnger,"
“gotoHy eoffes, benniseed and:groundnuts; in: theicase of doffce ‘the target
was vastly gxoceded, whilé th th& case of tho other bomiioaitit¥ the target
was not réiched,’ or not maintained. This wes'said to’ ™illustréte™the”
ﬁdangdrsfaf'Qétting#taréetsffor‘production an&?eibcft‘in‘a?éhﬁﬁging 8CONOMY .

AT st et ki
DAY g taTra TR
4

-}/ The best known study is by Arthur Lewis and Al;son Martln"“batterns
‘of Publdic. Reydnue andiBxpendfturs", Manchéster School, Sebt, - 5 R
Arthur LGWIB has also rocommgnded as-a.zule of bthumb that 04 15=15% of

" the nafidnal®incomé should be spent on agricultural ressarch and
extension (Theory of Economie@rowth p., 188); .and 1-2% on cUmmunlty
development (;bzd., Ds. 395)e . . .

A (AN
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Moreover, the setting of targets tends to introduce an element of rlgidlty
into planning policy which may obstruct the forces which make for the

natural growth of the economy"-ﬂ/

As against this view, others hold
. that the setting of detailed output targets is necessary in order to:
~provide guidance to private investors, explain the nature of government
investment and other policies, and to give concrete meaning to the more
- aggregative targeta.

62. Targets can be put forward in different forms. The simplest
is in physical terms: tons of cereals or cement, sjuare ya—ds of cotton
oloth, number of pairs of shoes, miles of new roads, number of technicians
to be trained etc.. These are physical units of output. ‘Targets can
also be in physical units of input: area to be planted with certain crops,
amount of water to be supplied to farms, number of péople to bs employed
in certain occupations, etc. Where targets are.in terms of input, the
final result will obv1ously depend on. produotlvitys yleld per acre of
land, use mads of water supplled, product1v1ty of people employed: etc.-
Hhere the final output is the result of unpred;otable woather conditicng,
jlas for 1nstance in dny farming, it may he preferable fic hqve}targata in
' terms of 1nput rather than of output, since the latter depends on.
i uncontroll&ble factora. Iﬁ.égriculture, output targets are often put
forward on the assumptlon of normal weather conditions,and.should. be.
read as subaeot to a margin of error. Finally, targets may be.in-terms
of wvalue: value of output (£ X mllllons worth of shoes and. textllea)
_or value of input (£ X mllllon worth of 1nvastment to be devoted
._ . %0 the production of shges_or.textllqg). Where targets.are in
Vvvaiue terms, they are based on certain assumptions concerning prices;
such targets can be distorted {or spuriously attalned) ag a result of

subsequent price changes: It is important to translate such targeta

;l~an&*th91r implementation into real terms, "at conatant prices" In the

same WEY y’ or1g1nal investment or expendlture targets may change in real
,content with subsequent price changas. Where money receipts _

TZ47 Pro?essor D.T.Jack, "Economlc Survey of “Sierra Leone,“ P73
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‘"‘mattep more than the phyalcal content, as may, for instance, be the case
with export prooeeds, targets are rlghtly glven in value tkermso - Even in
this case, however, the real meaning of given export proceesds may change

-»1f #he price of imports, or "terms of .trade'" changs subsequantly.

(4) Regional targets

| 63. Targets relatlng speolflcally to geographlcal distrlcts and
areas smaller than the antire country or terrltory may be needed in many
caaes. In the fert place, 8 number of proaecta such as hydroelectrlc
sohemes, mines or the devalopment of a speclal agrlcultural orop can . for
teohnical reasons be carrled out at certaln places only. This, in turn,
may determlna the geographlcal looatlon of complementary 1nvestments.‘
Furthermore, economic reasons often cause certain investments to have
dlfferent produotiv1ty in dlffarent areas.ﬂ This applies not only to
spacific 1nve|tments at a Bpeclflc poxnt but also more generally to classes
e lnvestments or even all invedtiments in’ an area of some sizes For
"”example, industrlal investments ‘ternd to hdve higher returns when made in
an area whlch is elready developed to a certain dsgree than in:virgin
terrltory where no or’ very few basic facilities are available, or again
they’ are more profltable in an ‘area where the population has more purchasing
power thén when they are ‘cerried out away- from the prospeciive markets.
A devulopment ‘programme may therefore ¥ contain pointers to the most
productive location of direct investments. .

54. Secondly, transport programmes,whlch are important elementa
of aqy development plan, can only be based on a clear and explicit idea
dbout ‘the geographical distrlbution of present and future economic
act1Vity. For this reason too, a reglonal breakdown of the overall
PhQgramnme 1s requlred. o

654 Finally, a ngernment may wish for soclal and political
raasons to davelop & baokward area. In this caese, the 5overnment wants
to make a speclal effort for a oertaln reglon by dlrectlng towards it
inveetmants whieh otherw1se would have tended to go to other aress with
expacted higher returns. The esconomic choice faced by the govérnment in
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. this question is between higher yields in the short run, and broadening the
base for advancement of the country as & whole and thus improvnng the
proépects in the lcng run. -

66+ In addition %o the arguments mentioned above, a regional break-
down of the development programme is necessary to involve the loecal
‘governmente in i%s implementation, In general it is advisaﬁle to draw
:1nto the formulatlon as well ag the implementatlon of a programme as bread
groupe of the population as poesible: this is eonalderably helped if
planning and executlon can be brought te the local level 1:/. At any
-rate, the analy51s precedlng the formulatlon of a development programme
'oannot be conflned to the economy 28 a whole but should deal with 1te

va.r:.oue geogrephl ca.l e.reae.

k C.‘ Structure of the‘“conomx and General Llnes of Development

67 Reference has.alreedy been made to the usefulness of presenting
as part of the development programme, or in connexion - with it, a pigture
of the general structurs of the economy and its current irends. This 18
particularly desirable for countries drawing up their firgt develorment
-ﬂprogrampe,'end,geneze;ly for new countries. But even otherwise, the - -
presentation of a pjetyre of the economy and its broad trends in the
recent past, and&esnPiqtured.inﬁthe‘deveIOpment programme, is still

desirable for the following reasonst

Lok g
I\\'( -

o A deecription.ef‘iﬁe'st;ﬁctu;eﬁof the ecoﬁemy,“breferably
 in the form of a hetionalraceeunfihg system, indicates the
preeently avallable reeourcee, and the use at present | '
made of them. nationel income in the varlous sectors, rateel
of private sav1nge ln ite varloue ferme, tax and other public
'revenue and its dlep051tion, rates of public and prlvate
capital formation and its varloue forms, forelgn exohange

N PN N

' 'earnlngs and thelr uses. These are the 1ndlspeneable baeis ,

15/ For the advantages of decentralization,see pardgraph 136 ot seji.
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_for. formlng B picture of the proper magnlfude end direetions

of a development effort. o

Dy s

A projection of recent trende, modified by predlctable changes
in then, 1ndicetes what ie likely to happen in the abeenog

" of epeeiflc new development efforts and government meaeurea.h__

O.

Thia provides a b351e for judglng whether the objeciives and
targets are realletlc, end whether the government meaeuree
and policies proposed seen edequete‘to attain them.

The period selacted for a development programme:is not a
self-contained isolated segment of times 1t ig part of &-
continuous process in the ‘economic. growth, or at any rate

iﬁ the economic history, of the country concerned, This is -
true even in e simple-technical sens®i "at’ the beginning - -

of the period covered by the development programmes, there
will be unfinished business left over-irom .the .previous period,

in the form of unfinighed projee?e, finiehed projects which

8till wait for their complementary investment or utilization,
end_in the form of unsolved economie'probleme. 'Similarly,

any development programme, even if sucoessfully attalned, .
will hand over to the subsequent perlod unfinished businqsgh
again in the form of projects to be eompleted ag@‘newlproblema;
oreated by the successful solution of old problems. Thus

~'a’development programme.can only be understood as a result

cf-what-heppened before, and as a foundetion for what is

" intended to follow.

de

A picture of the expected broad ohangee in the economy under
the impact of the development programme helps to understand

the _purposes and priorities of the programme. The moat
important‘pert of such a broad picture in African countries

would be the relatlone between agriculture end the reat .of

the economy, “and wlthln agriculture the relatiorn between -

"Bubeletenee production and produotion Ffor = market. - -
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68. It has already been mentioned that the presentation of
such a plcture of the economy may either be part of the development
programme, or it may he separately presented in connexion with it.
The practice of different’ ¢ountries varies.in this.respects It depends
largely on the iﬂétitutibnﬂ-an&:administrativeharrangéments,within each
country. ‘'Some dduntries publish an amnual -or other periodic -economic
survey in addition to the “development programme.. In other countries,
a speech or statement by the Prime liinister or Chairman of the Planning
Board in introducing the development programme may sS&rvé ag an ocoasion
for pressnting such a picture.:.ln.other.countriea again this‘mﬁy te done
each year in connexion,. with tﬁe budget speech by the flnance Minister.
The form. in which this is.done, .Besms 1ess 1mportant than that it should
be dpney:and that it shoq;awbg pronerly 1ntegrated w1th the development
programme. T R T T R P N

2
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" 69,4 development programme should be able to stand up to a
rulibgr*of" tests. To perform thesd tests is an essential part of
developmah¥ ﬁrogramming. Phe degree of detail and precision with which
these tesfs'are*éﬁfried‘ouf'mﬁé%*aépéhd‘oh“the-hature and precision of
information ‘available. How far these iest ‘should be.actually included
in*thé'publiéhed development programme is a different matter. In certain
circumstances; where the information is weak;there may ‘be good reason
to confifie ‘the necessary calculdtions and dacundimms tovthe dinternal
working Tevel. " But everybody responsible for. freming orisarrying
out a development programme should satisfy .himgself ~that “the programme
sfé.ri‘&'é" up to these tests. . R L IR PR
(1) Overall fea51b111tx .

1345 oy

70. The flrat guch test relates to the overall f3331b111ty of the
programme as a whole,. The claims of the developmental effort, added to
other oleims, must not exceed the resources, that can be made available

during the planning period. TFor performlng thls test, some elementary
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national income. framowork: is almost indispensable. ~In- the total. picture,
development investment, .public and private, makéssits*place-aS"i BOUTCE

of demand on the national -resources slongside . -of -private consumption,
government oconsumption (the naintenance of mormal governmantal .services,
g;gltrnoprdavalepmental,ipﬂg@@éent:of-all inds (buildirg of public mépu—~
: memts,y dbuilding of conspicunous mansions by private persoms, or the - i -
hogrding of goods or gold)s exports necessary to pay for impérts, rebiilld-
ing foreign ezchange reserves, repaying debts etc,, All thesé things
have to be done either out of current productjion, impo-~ts or running
dowﬁ‘domestio stocks, or out of an import surplus which im turn has to..

be covered by foreign 1nvestment forelgn eid or running, dewn foreign
‘exohanga Teserves. 1t will be. seen that even in an elegantary. test quite
‘ 8 number of economlc factora have 1o be qons;dered. Moreover, these
factors are 1nterrelated 80 that a change in:one also causes changes in
the othera. It is in the essence of development programming that -

these faotors should, in fdct be 1ooked at a8 an interrelated whole.

.a.. 1

N 71.lIn mora concrete terms, 1f the develbpment programmae. on. &.

_ first test seems to be exgessive in relation to total availsble resources,
zone of the following thlnga i1l hqve to be done:, priyvate .consumption . -
will hava to be cut, exther by, promoting sav1nus or by-:taxationy -or..

1IN

normal govarnment consumptlon w111 have to be Guis: perhaps, .defenee.. i .

expéﬁditure, or the number of 01vil servants w1ll have to ba reducad; "

or nd developmental lnvestmeﬁt, publlc ar private, will have o be

radﬁﬁbd‘ or forelgn exchange reserves w1ll have to be drawn down, or‘F‘

foreign investmen£!w111 have to be attracted; or fﬂrelgn aid will -hgve

rﬁhfﬁ’ﬁ%?gnvﬁkedn‘ Some examlnatlon of such ppasibilities is easentia;.in
1o A s R

ﬁ&ogrammlng, untll the development programme meets the test of overall
feasibility.

.‘.‘........... =

room fExnthe‘deVeloyment nrcgramme, cannot bm mech'nical. | 6; s tay
if private incomiss’ are cuﬁ by taxatlon, there is a danger that priVata
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., BByings and private developmental investment may be adversely affectedy

Qx.the increase in taxation may-deter foreign investment. It stands 4o

reason,.that to reduce government consumption at.the oxpense:of’ . omk

_endangering law and.order, or of lowering the :standards of 'general . '
. administration in.an effort to "promoie development" may turn out to be

a self:@efeating_grqceas.;.The.persons performing the tests of feasibility
mgg@foy¥%9ugly'bg,welllversgd.in economic. analysis and must be familiar

with the conditons of their countrye ..

T3« 4 development :programme. shsuld hot, of coursé) be considered
excessive merely because it -exdeeds” the resourcea available’ before the

»

stamti of> the.development prcgrammeé. ” If: the: development programme ‘
includes gffective messures to make mote resources availableé, or to bring
idle resources (parhaPSfundar—employed manpower), inte operatlon, these
resourcges:are also YaiailableM for 4he purpbse of’deoiaing the proper -

R

size oftihe development programme- Lo T Tl et

SR

?ﬁ However, the experts dlffer on the adv1sah111ty of “puttlng
pressure on resouroes"wlé/- Allareiagreed that-d ‘Brosaly #Xcoskive

.~fevelopment programie’ ii 1iablé’ te- préduce harmful inflation®and” s Poreign

Lot

exchdnge orisis, and is -more likely to sé+t ‘back development 'than 6~
promote ii.:  But there is & poassibility that a de&élopment'progféﬁﬁeiji”
slightly in.excess of 1mmediately avalldble resOurces, bf “the’ preasure

of demand, will ‘give an 1ncent1ve o makez%sources avallable, elther'”"
R
by increasing productiOn or by transferrlng resources from consumpt1on
el £ e
etc, . * However, all are agreed that ‘such posslbillties of expandlng

output by 1ncreaslng the pressdre of demand are less present ln underwdsvel-
opeﬂicountrles than ‘in developed countrleS, particularly in depressiona,

PR P .,i" e
LR nedd

16/ For a fuller treatment of this subaect see H.W.Singer, "Deflo;t

, 2 ital-Formation", Social and:Beononic Studies

Unlverslty College of the West Indies, Jamaica, Seph. » 1950, . ?ape;tw

t U presented to- the' Study Confateénce on Economic Devalopment in &
-Inder—developed Countrles, held in Jamaiva, 195T:: oo B R
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where only pressure of demand is 1aok1ng to produce a corresponding
eupply. All are egreed that the queetlon of a development programme

in excess of 1mmed1ate1y evallehle resources should be gingerly gpproach-—
ad. Thle questlon becomes particularly lmportant for countries in
whioch’ export proceeds fluctuate w1dely, end where, therefore, available
resouroee mey unpredxot&bly be reduoed from one year to anothers this

ig the ceee of meny African countrles.

75. What heppene if a development programme fails this test. of
overall ’eaelbllity, if it proves to be in excess of sveileble resources?

One of three thingsi

&, Bither theé- aVailable resources must be 1noreased by new
nEasures, sudh as greater lncentlvee for domeetlc produotion
or attraction of" foreign 1nvestment or forelgn ald; normally,
however,” we fMust dssume thet all p0551b1e meeeures to

iridrease available resources w111 1n any oase &lready have
"been taken. - S T

b+ The &géefoomem%'emogmamme-must‘oe-cut down. This is & delicate
process. The danger is that the development programme w1ll
- 2be out dowm mechanloally across the boerd, eech depertment L
being eleehed‘by, eay, 1d%. Or olse the process of outting. --;
down may reflect the bergalnlng etrength of the dlfferent
- il “'departments, or the politloal 1mportence of the Mlnieter ;EJHL,
concerneds. All this creates a danger thet even an orlglnelly
well=balanced and effeotmve development programme mey become c
:2%:°  unbalenced and less effective in the process of outtlng down.:
The only thing to do is to etart afreeh and drew up an entirely
new development prof - TEmRNS requlrlng emeller reeouroee.: A negﬂu
“i87 balance has to be sought — that is whet is meent by . o
Lo "gFsal Cand erfdbt. In praotlce,however, with a llmited o
‘eupply'of pereons qualifled to formulate development progrﬁgmea,‘:

i
EETL - the” temptation is to Yok for ehort—oute, o etlok to the

357
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_-orlglnal programme, and to cut it down mechen;oally. Buﬁ %ﬁetzie
‘not the way %o a good development programme. ' o o
~@. If it is not possible %o prepare an entlrely freeh emaller
development programme in the 1ight of more llmited reeourcee, _-

- .perhaps the pogt scolution ias to stretch the perlod of time._“__:iL
If the, dévelopment programme ‘waa orlglnally drewn up for ‘A:' “
four years, but exceeds available Tesources during the four

- years by, say, 20% ,then presumably thé programms could be "

. covered by Tesources available during the next five years.

Thus by edjusting the period over which the objective ig te
be achisved realletically to avallable Tegources it may be
posaible to preserve the or1g1nal development Programme.
4 i may be desired becauee the orlglnel programme. is
Vﬁﬂ;'eesumed to be the best poselble programme, or. perheps
becauee it refleots e delloate belance between competlng
“elaine which oannot be upeet, or because there is not. the
staff or the time to start again and formulate a new

ileprogramme.

*76. The fbeslblllty teet of overell reeources, or of forelgn exchange
resouroes, oannot be llmlted to the puhllc expendlture _programmes It
is obvibiis that the olalms on oapltal or ‘on foreign exchange in, respect
of public progeote form only part of the total plcture.: Many a develop—
ment plan has foundered because the demand by prlvate enterprlse for
resouroee ‘or forelgn exchange had been wrongly eetlmated.: Nor is it~
merely a metter of Juet formlng a pioture of prlvate clalme on_resourcess
it it even more a queetlon of devising the meaeures and policiee that
make “the claims of” prlvate enterprlse on resourcges add up to the desired
amoufit, and w1th1n thls total clalm giv1ng pr1or1ty to the most produotive
the development obaecﬁlvee. Thls ie at the same tlme one of thq,most
imporﬁdnt- en& one ‘of the moet dlfflcult pe&te of a, developmenﬁ.progremme.

I3 P
G & ST TP Tt
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Ho# téiéét féaéonablé adﬁance infoimation on privaﬁe.pians? In & way, 2
the more successful the publ;c expendlture programma 18 in craatlng

the “1nfra;trdc{&re" 5r pre—oondltxons for nore profltable private _
1nvestment; the greater the danger that the foreseen balanoe of totéllf_;
resourcesa, or of total forelgn exohange resources, will be upset by -
unforeséen large private clalms."Thls, ‘of course, can‘hardly Be called

a MPailure" Gf the' develdpment prograiime ,sinde ond of its 'main purposes
ig’ precisely 6 create” the pre-conditions for more éffeétfvé'ihvestment,
but 44 does require a Tevision of the’ programme since the strain on total
THEGUrces o ot forelgn exchange regources mist be relleved in one way or

PR S
iy

ancther, N
I .

e

(2) Poreign -exchange faasibility. = - C ol

Cimis 7T, The second test)-after that of overall-feasibility, must be

the balahce ofpijments’ tedt L the test of foreign exchinge Tesources.

These two ‘tests ‘ars c¢losely relited. Strictly Ypeaking, {f unlimited
foretign' Bxéhange Tésources woré %%aiiébié;‘a:déeﬁiopmenf”prbéramme sould
not bé excessive in the gverall sense {althdugk' there may still be specific
bottIéneoks ‘which would'in practice limit the''size of a'feasible development
progﬁ&mmé)c If the ‘overdll development programme is ex03551ve, the strain
will be Folf méstof all in the balsnce of paymentsx 'The development
prOgrammS Will raise the demand for 1mports, 1t will divert resources

away from exports, prloes Wity Ilpe whlch makes exports more expensive

and imports comﬁaratlvely cheaper. As long as the balance of payments

ocan stand this strain, the developmant programme can proceed; for its
1nf1ationary pressure can be kept in bounds. But 1n most Qf*the countries
and tarrltories of Afrlca there can 5e 1o questlon of unllmlted foreign
exchange resour@eBrJ(Some countrles, it istrie; have socimulated consider—
‘ able forelgn exchanga reserves and CURTency. resarves,uhigi gould be par-
“tially utilized: foﬁffinanclng development prégrammeq;'?%? ‘other countrien

have hardly any forelgn exdhange ‘except what ‘they earn by exports, and
have considerable external commitments +o0 honour. In practice, balance-
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of_payments considerations set a definite limit to the size of feasible
development programmes. . : T T L RIS POOr U T

78. The fareign exchange budget -ithe "balance’of payments'" ~ is an

essentigl test to which development:programmes must be submitted.

foreign: exchange budget must takd into &ccount: ¥ ¥

e
RY

{"'B.

L

‘“The present state of the balence of paymente and of fo:elgn

HTOR vLf

"exehange reserves, If the present forelgn exchange reeervqp

AT

‘are too smell for comfort, or if there 1e ‘reason to enticipete

weakness 1n the main export artlelee over the yeare ahaad,
this calls for partlcular eautlon. If there are ample reservee

to begin with and good export proepeete for the yeare ahead, _

the programme can be 1o that extent bolder.w

The adéitional diroct demand for. 1mports aplslng from thg: 3

publlc and privete 1nveetment whleh 1e part of the development

'pregramme. The danger 1n development programmlng 1s that the

demand £or impor'bs arlslng from private :;nveetment ma.y be
neglected. Thls ig one of the reasons why 1t is dangeroue
to' confine a’ development prOgramme to a publlo 1nvestment

programme, without at the seme tlme ploturlng the additional :

Jid.

private investment which the publlo 1nvestment 13 1ntended s

to stimulate oxr support Addlﬁlanal 1nvestment createe

i=

' & direct demand for 1mports because a very hlgh percentage -;:.

< in many African countries virtually all = of " the cepltal

v goods required in 1nveetment,such as machlner33 treneport

-~ equipment eto., have %o be 1mported.

Can

mAvEy et g e

- S Ta
SO

. 1/ For g fuller treatment. of +this problem, and & &emen3$retion

that the bullding up of- foreign exchange reserves caribe -
-.-Domald MaéDovugall,- "Bold or Cautious?", Social andeeonomie
. Sindies, University. College of the West Indies, Jamsica,i”
Sep% 1958 Paper presented to the Study Conference on. Eco—
nohid Developmsnt ir Un&eludevexeperi*‘eoun*bngﬁ, ‘held m
VJamelca,,1957- po . T S - T AN SR LR
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The indirect additional demand Ffor imports arising from

- the increase in incomes due to suocvessful -developments

4ds people's incomes increase their demand will increase
generally, but more specifically in the direction of
manufactured goods which may have to be imported, and higher
quality goods generallyﬁﬂinoluding higher quality fop&),which
méy shift demand away from lower quality domestiec produces .
A feilure to take into account indirect import demand arising
from higher incomes has often led in the past to difficulties
with development programmes.

The additional demand for imports arising from a transfofmation
of a subsistence -economy into a money economy, from thé“‘éﬁféad—
ing of education and knowledge of the wofid?ih‘generaf;‘énd'i
from increasing ‘economic contacts: All this is an essentlél
part of the process of development, partlcularly i Afrlca; :
but at the same time it has a "demonstration effect", in

the sense that a demand for imported products which may '
previcusly have been unknown may spread qulte rapidly.

Addltional ‘demand for 1mports arising from the fact that

2 higher level of economic activity generally requlres .
larger stocks of goods and larger 1mports of raw materials
and semiwflnlshed gOOdS‘ When a new textlle factory is. |
oonstructed, not only mas’ there be foreign’exchange for

'importlng looms and splndles, not only have the newly

amployed textile workers a demand for imported goods; the
new factorles alao need imported cotton and poseibly 1mportad

fuel in order to operate, and stocks of cotton and of repalr .

.and spare parts have to be built up. These q@d}t;onal import

items are also often neglected in daveloﬁ@eqﬁ.pxqg;ammqs,

to their detriment.
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fe. Addltlonal demand for imporits may arise from the generally
1nf1at10nary impact of a development programme. By raising

. . domestlo prices, imports now become relatively cheaper; this,

‘_lunleee-ooumteraoted,_will shift demand away from home

production to imports.

79+ A8 against this additiond démand for imports arising from
various sources, -there is to be set in a development programme the reduct~
don in the demand for imports, arising from the fact that a number of the
development-projects will be designed to produce commodities which wers
previously imported. This will certalnly be the'cesé;"particularly since
,“wherever the oommodlty ig 1mported the merket for that commodity already
 ‘911ets, and, therefore, domestic production is much less risky than in
" the caee of a oommodlty for Whlch the market has gtill fo be created.
(Thls argument assumes that the domeetlc import substitute is accepted
by the populatlon as a genulne eubetltute in quality for the imported
artlole) . The degree in Whlch the deveIOpment programme provides
for the productlon of commodities which were prev1ouely Admported, may
either be “neturel" in the first trail programme, or it may already
be 1noreaeed by balenoe of paymente oonsideratlons. If it 1e known that
theare 1e e balance of payments problem, the balance of payments effect of
projecta will be con51dered even 1n ‘the first trlal programme, and some
prlorlty will be g1ven to- pro&uction Whlch eeves forelgn exohange. Be that
as it may, the development programme will cont ain proaects which save fore—
ign exohenoe, and this has to be’ set agalnst the expeoted 1noreesee in
imports. In the stage of development in wh:ch Alrlcan oountrlee find them-
selves, such import substitution will apply partlcularly to food, including
prodessed food, textiles,'ehoes and 31m11er products of 11ghter industries
which tend to be the’ first to be 1ntroduced. But thig offeet will rarely
bé -sufficient to compensaté fully for the 1norease in 1mports involved in

the development progremme.
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#- 80, The effect of a ‘dévelopment programme on ‘exports works both
ways. ~hkidevélopiient ' progtanie will provids-for-new Tires $f production’’
which*will bé-partially oér wholly export&d, e;gi"mfﬁéfal5dévalopmqnt.-*”
A-development progfamme will also provide for 4n increase in-the pro—
duction of established export commodities, of for improved guality or .
furthex proaessigg, both-of which. should rajge their export values.LOn
the other hand, the. increage in productlon and rising incomes. projected .
in a. dQvalogment programme may dlvert resources away from the export”,vj
sacto?, The general 1nf1at10nary 1mpact of the deve10pment pProgramme
may also dlscourage expoxts by, ralslng domestlc costs of productlogmg‘
These Qontradlctory trands w1l1 have to be taken into - account._ At the |
same time,.in. view of the r;se in 1mports almost 1nev1tab1y assoclated
with the development progremme, even the originel development. .!Prqs.l-fﬂ%%&@;a :
is likely to confain specific measurgs direcfed towards expart PEQEOTLON.

81. It is essential to break ddw the-export target into individual
forecasts, at least Ffor the major export commodities. In doing. thid,
some:-general analysis of the world market DProspects of the major oommodities
ig essential., It is alsoimportant to he aware of the correaponding -

, :axport plans of other -countries which exp0rt ‘the 'same product or a-
clnﬁa‘subsiltute. T4 would obvigusly be -useful for the different:
African countries “to have:somaucommonhplcture of the world narket : -ive
prospects for xhair;majorleﬁpdrtswcnmmbdities, and dlso to have: some ™
medium of .informing each other of their plans concerning the production
and éprrt of the various primary commodities in which. they..pompates. ...

This is a matter whlch may merlt further con51derat10n. .

SRy s e

e~ .
J4 I ST N

82. In determinirg vthe export targets for Lndl?lduﬁl comm@d1§§ps, va
those. preparing a deyelopment programme would also have, tao fggmgan)
opinion of the relative scope, for the various export commodities, fqg
increasing exports by reducing cost of production or by improving
quality. Such cost studies would also have to bear in mind at all time
the corresponding cost development of major competitors. A development

programme may well express a natural desire to set awey from the dominant
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one or two export commodlties, -and develOp eecondary exporte, in order

to dlverelfy and reduce the rleke attached to fluctustlons in world
markets, But this natural deelre may be offeet by the reeult of the
market and cost studiee, these may p01nt in the dlreetion of even greeter

empheeie on the mein export commodi ty.

83. Apert from export and import of commodities, the balance ef
payments test of a development programme must also make allowance for
non-oommpditx items in the balance of payments. As exports and imports
inoreeee, eseoeiatedeeoste of t;eneport and insurance will increase.
Inereeeed foreign investments in the past, as well as foreign loans .
reeeiied_in.the past,ywill be reflected in higher outgoings of foreign
exghegge,rin_orde: to provide for payment of interest, dividends and
repeymeht"of,oapitel.,-Such service payments are often unduly neglected -
1n the balenee_of—payments tosis of development programmes, but they
oah te.very 1mportent, end their neglect 1s dangeroue._' '

‘B4, Agalnet the proJected forelgn exchangp requiremente een be set:
‘jthe expected net 1nfiow of capitel. Although some elemente of thle nay
be known (e.g. agreemente concernlng war reparatlons, negotietions
concerning public loans or prlvete inveetmente in an edveneed etege, etc.),
the forecast muat be 1ergely speculative. It is 1mportant that, although
epeeuletive, forecasts of capitel 1nf10w should not become over-eenguine,
an "ezerclee in hope.? It is aleo 1mportant that outflow of capital
ehould not be neglected, such as repayment on aeeount of previocus 1nveet-

ments end loans received.

85. What heppene if a development programme doee not pass the foreign
exohenge teet, 1.e. if the oxriginal- ppogramme turne Out to be not .
fea51ble beoauee of foreign exchangse difflculties? Several poeeibilitiee
exiet:

e

gt
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The programme may be out down and made less ambitious until
the foreign exchange picture comes.out right. This, however,
may mean sacrificing internal growth to foreign exchange

fequirements.

The goverument may take measures t6 restrict importss this

in turn can be done by import taxation,. revenue duties on
imported articles, import quotas, raticning of the consumption
of imported articles, licensing ett.. The ocholkoe of method

must be a matter of separate and detailed consideration.

The development progamme may be revised so as to give greater
emphasis to import substitution. This in tutn can be done
either by & general priority for import saving projects

~or by the use of “adbountiﬁg'prices" lafof foreign exchange.

This latter procediire means that each unit of'%oreign exchange
saved by import substitution, e.g. each & nr each US§,’
is counted in terms of doméétic curréncy not at the official

exchange rate, but ata.higher rate. When the cost and

" benefits of individual projects are canulated -9 y this would

de

-12/ Ses Section F bhelow,

‘sutomatically raise the bensfits of 1mport—sav1ng projecta,

and should lead to the ineclusion of addltional import—-

saving projects in the development programme.

Export promotion may be more strongly emphasized-ih the
revizsed development prosramme-: This again~édn be dohw:

- either by general priority, or By uséd of an "“acoounting

price" which gives higher value to each-tdnit of-foreign
exckange earned by exports. Genoral measures of: export

18/ J +Tinbergen, "The. Des;gp of Devalopment“ Intarpa$10n51

Bank for Reconstruction and Development, Baltlmore, 1958.

ot [T
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.promotion -can be taken by exports subsidies, reduction of
export taxes, supplies of needed items o export industries
at reduced prices (free or reduced seeds, fertilizers or
insectioides to farmers produéing sxport crops), preferential

oredit facilitles for axporters eto.. ]

o+ Finally, the ocurrency of the couniry may be ‘dewalued. This
-would meke all imports dearer and hence act like a general
~dmport: tariffs it would ‘also make all exporis cheaper and
-. - - hence act like a general export subsidy.Ilt is,however, by no
means certaln that such a measure would actually 1mprove the
"balance of payments, lt shpuld, therefora, be resorted to
'only after detalled studles concernlng the prioe elasticity
of exports and 1mporta.‘ Moreover, currency devaluation
is a welghty measure not easily rosorted to, and also
_subject to some llmltatlons under the rules of the
'International Monetary Fund. A1t any rate, & number of the
: Afrlcan countries w1th cloge linlkas with 1arger monetary zones
N and without a central banking system could not easily resort
._to this measure. For practical purposes, therefore, we may
I_leave currency depreclatlon a51de as an instrument in develop=-
ment programmlng.

- .-
.! R

..+ 86e The main response will be an attempt to promote gdditional
exports.on the one hand; and 1o intenaify import substitution on
the :other -hand. But here we ane dimmedistely faced with.a serious
¢bgtacle ~ typloal of the. . Mwvicious ciroles" that beset development
programmning in undqredeylepedﬂgounﬁgieg.JﬁAintional:import saving
projects may save imports in the long run, but the more immediate effect

would be to increase the need for forelgn exch&nbe, 1n order to import
'thé equlpment and mafer{ala zequired.fopjthe 1mport‘ ?ang projecta.
Similarly, an.export promotlng proaect ﬁay oarn forelgn exchange in the
iong run, but more immediately it will uge.up foreign exchange, in the
form of imported ocapital goods and materials. In practice, therefore,
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78 foreign exehange bottleneck:will enforce the substitution of foreign

exchange earning or foreign-exchange saving projects for other projects,

‘irather than the formilatioén of additiomal projectas Thus, the whole

”‘3davalopment programme will have to be reconsidered.

87+ The questibn.of the foreign-exchangs test of feasibility has

rbeen dﬂalt with in thls paper at gsome length, partly because it can be

used as an 111ustration of the kind of problems which will also ariae
wlth other tests of feasibiliiy as ‘well and partly because it is in

' practice 9f crucial importance for the Mopon dependent economies" of

Africa. What Professor Chenery has said in his study for the Boonomio
Commission for Latin pmsvica could be equally true in Africa; "In my

" opiniony the solution to the problem of import substitution is at once

the most important and the most difficult aspoot of development

programming s..e.e Of the choices made in sciting up an invesiment programme,

ithat between exports and domestic production is both the most difficult

y”analytloally and the most 1mportant, gsince it determlnes the future pattern
. of dsvalopment." 20/

(3) Cepital shortage feesibility

. 88, A third limitation general to African countries, apart from

.total resources and foreign-oxchangs recources, is a quoifiqwﬁhqgﬁage of

capital in relation to unskilled labour, and in many parts of Afrioca

n&léd.in relation to land. The shortage of capital also requipes ppeoifio

adjustments in the techniquss of development programming. 4s. jin the oase
of foreign exchange, the use of actual narket priges ip oaloplafing

..:%he oosis.and-henefits of developmont. projects may, not. lead to, the most

desirable result. The rate ¢f interest charged in Afriocan countries

-

:)'_ oo e . ot . B R . 1

gg]ﬁﬂnevelopment Policies and Programnes", op. oit, The first quetation
I8 from page 61, the sceond from page 72. ot
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need actual wage rates reflect the abundamce of unskilled labour, at

- present unemployed ¢r employed at -exceedingly low or zero marginal

productivitye %—/ Here again, the use of "acoountlng‘priqes" may be
advisable, to reflect the true opportuniiy cost of capital and unskiiled
labour respectively. It w111 easily be seen that if a high “accountlng

_rate of interest" is umod-— perhaps cloae to the oapital/output ratio

of 11 or 3% - and a low "accounting wage rate" is used - perﬁapa
olose to zero the result will be:

a. More capital will be allocated to those.sectors which use
relatively little capital and relatively much unqki;led
labour.

b. Within each seoctor, projects of a kind using relatively little
c&bital and much unskilled labour will be more strongly
emphasi zed., ‘

e For: each individual project, wherever there 1s'a choise of
different ways of executing the proaeot, labour-lnteneiva
nmethods will get stronger emphasis as compared w:th oapital—
intensive methods. ' :

89, The degree to which & development programme should be adjusted

"o poarce oapltal resources in this way is somewhat controversial .

Some economists, for instance, maintain that a preference for labour—

“intensive technologies over capital-intensive technolégies should not
‘be carried too far, since it might land the under—developed countries

into obsolete high-cost industries and shut them off from the
essential learning process and from the stream of technical prograss.gg/

__/ W.A.Lewis, "Hconomic Development With Unlimited bu lieg of L b
Manohester School of Economics and Social Studies, May 1954.

_g/ This is a burning issue in the Indian development plans.  The-
importance of the "learning process" is partiocularly emphaaized
by A.O. Hirschmann: "The Strategy of Economic Development™,

Yale University Press, 1958.
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It is certainly true that in adjusting & development programme. t& the
soaroity of capital in relation to unskilled labour it is important to
rémember that projects may last for a long time, and proceed-in the light
of'the'projected'réther than the present resource pictures “{It can now
be seen why it is important to have linked with the development programme
a picture of the broad pattern of future davelopment) .On the other
:hand, the shortage of capital should rightly direct the development
j‘!,.:[n:'og:r.'amme into giving greater prominence to shorter—lived proaecta, with
“a more immediate contribution to output, over and above projeots of very
1ong-term duration, vherever there is a reasonable ch01ce.. The use
of higher "accounting rates of interest" will do that automatically,

iby discountlng future output more heavily.

90. While theoretically the "accounting wage rate" oould be zero
. -a8-long as there. are unemployed to draw upon, in practice this will not
‘be the case,because the unemployed farmer now employed in a.development
project will be removed fromhuis food base, without any certainty. that
marketable food supplies from the countryside will increase, and he also
expects and needs certain things additional to his previous consumption.
- Thus,y in practice, the opportunity cost even of unskilled labour would
hardly be zero. But it may be less than the current wage rabe,which
- traditionally may be much higher than a farmer‘s3inpoﬁe. It will be
~-.8een that these are rather complicated issues requiring careful géonomic
analysise. ‘

91: It should also be remembered that in many African célintries
skilled labour or even unskilled labour available for certain ssdtors or
oertain development regions mey be as scarce as capital, or-indsed scarcer.
I+ is true that the bottleneck of skilled labour is in part identioal
with the foreign exchange bottleneck, in the sense that with abundant
'foraign exchange most skills can be imported. But the émﬁloyﬁéh% of
expatriate skill,and the 1mport of highly oomplicatad equlpment substituting
for domestic skill are both extremely expensive. In practice, while
foreign-exchange budgeting will in itself serve to ahange the pattern
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~i-0f investment so. that less capital (which is‘largely{impoxted) will be

used and more labour (which, ig domestic), this will not be enough, There
will be need for further adjusiment of the programme to take direct
account of capital .shortage in relation to ungkilled lzbour, and pessibly

land. coope L e . : oo

(4) Food supplv feasibility tesfs '

, 92. Food gupply — or more_g ally, agrlcul ural output and
product1v1ty - are the obJecu of aﬁﬂther essz:tlal +ept of fea51b111ty.
The 1ncrease in industri 2l and otber non—:grlcultu“al emnloyment ‘
assoclated with a devclopmgnt p"vgramme *eaulre 1ncrcaeed food aupplles
from a relatlvely cmaller number cof peoplo, it quulres the devélopment

of agricultural raw mz terlc.lss it recuires tho developmeat of agrioultural
ekpdfts in order %o pay for the capitel goods and indircet additional
imporis re@ﬁ%%ed. Superimpoecd upon all this ig the desirs also 1o raise
the standard of 1livinz of the sgrisulural nepulation 1¥88YF, which

forma the majorlty of the H3t23 pcgnlat;oa in Africa, and will dontinue

to A6 86 for a congiderable time to ockb. It will bé seen that the

iombined neei for higher agrisiltiral prodvctivity in a development pro—
"gramme can be very considerabl®} and it is sesential to dee whethér the
measures proposed in +tha ‘devilopment progromic ‘make ‘stni a rise An

productivity possiBle: provision of asricultural exiension = ‘gservices,

seeds, insecticides, fertilizérs, boiier tools, irrigation, tand tenure

measures, agricultural credit uic.. The stipulated overall targets of

:rates of growth, the rete of indusirizligation, the expori targets and

the required increacec in agriculturel produciivity, ar9 a1l related to

A

. oapl -other in -an interdependsnt consistond r:smum«‘

W

ISR B4

.
1

--2}/ For a fuller dezczintiosn und rurerical iliustration of this relation~

ship, see H.W. Sl rg “T;e Yaganics of Brenomic Development™, op.cit.
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,.If agrlcultural productivity fails to rige to the required degree, the
“whole inter-relatad system will oome crashing dowm. Failure -

" to meet this test has been the rook against which many a dsvalopment

'programme hes foundered.

(5) Flacal faaslbillty test

93. Fiscal feasibility is another important test. In determining
the pattern of develojment expendlture, it must be realizad that,as
development proceeds, ourrsent expanditures tend to increass and an
lnoreasing portlon of future revenue has to be esarmarked to meet them.
Significant addiionsa to current expendltures may result from the completlon

~of some of the development proaeota,espeeially in 500131 and other not

directly or immediately productlve flelds, whloh glve rige to recurrant
charges for their contlnued utiligation and maxntenance without brlnging

about a corresponding 1ncrease in revenue. The fiscal fea31b111ty test

| lies preoisely in cheoklng the future avallablllty of current revenue

against the needs of growlng current expendltures, aocount belng taken

“of the expeoted naed for budgetary 8avings. For 1nstanoe, oonslderatlons
of future fiscal fea81b111ty n606351tated pruning down of dsvelopment

a:penditure on soclal gservicesa and other gimilar not dlrectly revenue—
producing services in many of the earller Colonial development plans and

the emphaais was shifted in favour of revenue produclng proaectse 2

A(6) _jher feaalblllty tests

94, Other testa of f9551b111ty can be dealt with more briefly,
not because they are less important, but because the principles used in

applying these testsare the same. Any realistic development progremme

o

P S

24/ BF¥iculesout ‘Colonial Planning: George Allén & Unwin' Ltd., ‘Loridon, 1958.
See Chapter 14, particularly p. 153 ffe R
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. should inolude & comparison of total demand with available supplies for
most or all of the following scarce factorst skilled manpoﬁer of_different
categories, particularly technioiane, fuel-and energy supplies generally,
end specifically oil, coal, electric power; building oapaoity' genarally, and
specifically railway capaocity, lorry capaolty, shipping tonnage; scarce
machinery and equipment, such as repair fa01lities, port faolllties,

‘storage faollitles, machine tools, bulld?&ere,trectors. .

95. In eeoh economy, there are speciflo scarcities to be added,
but the foregoing llst may serve as & general checkrllst. Strlctly speaking,
the normal prioe system may be relled upon to allooate these soaroe essential
items to the most urgent developmental uses, end to exnlude less essential
 uses, In preotlce, however, this mlght result in a prioe 1norease for

these essentzal 1tems,wh1ch would be undesirable, both becauae ‘of its

Vv, general 1nflatlonary effects and beoause 1t would unduly inoreaee ‘the

“ooet of essential development projects. In many oases, therefore,

- governments will w1eh to include in their development programmes meagures

to dleoourage or exolude less essential uﬂea, and reserve suoh eseentlal
lwsoaroe 1tems to eseentlal uses. In deoldlng upon suoh meaauree, or indeed
li:ln deeldlng whether any measuree will be neoessery, it is 1nd13pensable
‘to prepare a balanoe-sheet of the total demands for scaroe oommoaitlea, as

\;ﬁoompered wlth eetimated avallable supplles. _

96, Such commodlty balance aheets must be linked w1th an anslysis
of expected economic developmentsy only in this way can hottleneoke and

* ' Shortages be‘identified in time to enable the right kind of measures o be

teken, before irrepardble hatm:has beesn dofies This'is one<of .the most
“{mportent funcotidns of development programmes:
97+ The supply of staff trained to formulate development projects
and programmes, and to execute them, might also be called a soeroe conmodity.
- I%.is. aertainly a proper, test of. f9351b111ty for the development programme
that it should not out~run-the oapaclty ‘6f those in charge to 1mplement the
programme, and to administer the various projects. One method of economiz-*

ing this scarce commodity is to ghift as much as possible of the initiative
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in development programming either to the private level or to the looal
level, If a country can be assured that there is vigorous private .-
and local aoctivity, e.g. through a vigorous community development
movement, it is possible to thot extent for the development programme.
to concentrate more on a smaller number of large-scale projects, with—
out distorting the ratiern of dsvelopment. In the abgence of private

and looal initiative, such concentration .can be dangerous.

98. However, it is not usual to treat the problems arising from
a:eearoity of administrative and managerial personnnol among the-Vgom=—
modity belances”. It is mora usval to deal with them apart from the
formulation of development programmes, namely as problems of execution

-

: , e . . . s 2%
and pdminigtration. This practice iz also followed in thic papsrs

B. Public 'xpenditure Programmes

99+ Historically, developmenu progracming started from the
need to formulate multi—annual public investment programmes. Wiile

development programming has become much mors than a public investment
programme ,this remains an important part of it.

100, The fix st problen arising is one of deflnltion. The’ devalop—
ment programme ehould get out tee Government®s 1ntended development :
expendlture, together wvith other measures and policies and ita pioture
of the eoonomy a3 & whole. But what is "development expenditure“?

The easy answer — and the traditional answer - is to identify "develop-
ment exbendlturo" with cae:*al exponditure. This, however, “1§ not f“
only wronS’ qu- also mlslead*ng. It is wrong becruse not all cepital
expenditure 1s developwantal, nor is all development expendlture '
capital.' Expendlthre on snlendld public bulldlngs is capital expendi—
ture but not neceeserlly developmental, even though At may be ingluded
4n fhe,developmunt Progranme. Tue salaries of agricultural extensien

workers are dovelopmental, but they ave recurrent erxvemditure), ngi,

25/ See chapter III below.
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capital expenditure. The identification of development  expenditure
with capital expenditure is misleading because it draws development.
expenditure into the identification (in itself misleading) of recurrent
expenditure with ordinary revenue, and of capital expenditure with
borrowing.

101. The question of definition and classification of expenditure
is important as & first step in drawing up a public expenditure programme,
as an integral part of an economic development programme. The United
¥ations has organized regional "workshopa" on the problems of economio
and functional claseifications of government transacticns. 26 . Such
schemes of olassification cover the expenditure in the entire publioc.
sector and set it within the context of the economy as a whole. It
helps to bring out more clearly the inter-relationships between the
public and the private sector and, thus, develops information essential
for development programming. At the same iime, the economic and
funotional 015331f1cations provide a convenient bas1s for distlnguiahlng
development expenditure from other public expendlture.

102. Economioc development programming: sets the public expendlture
programme withln the context of the economy as a whole. In the firat
plaoe, the proper way of Flnanclng the public expenditure dspends on
the finanoing of prlvate investment ,which in African countrlea 15' r
always an 1mportant and frequently the major part of total davelopment.
_investment. If private covingsplus inflow of private foreign capital
are insuffioient to finance private devalopment ' 1nvestment wlthaut
~undue recourse to inflation, the public expenditure programme (even N
that part of it which is capital expendlture "below the line") may
have to be finanogd out of ordinary revenue, and the Government may

' [ A Horkshop on Problems of Budget Reclasuificatlon and Managemet in
“~ the African Region hae recenily been held in Addis Ababa (See Report
E/CN14/117 ~ BRW.1/11Rev. 1,), ,
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have 4o make public revenue available to private investors.. On the
other -hand, if private savings plus inflow of foreign capital should be
amply sufficient to cover private developmgnt . invesiment needs - not

a very likely case — the public expenditure programme, even part of the
current expenditure, can be safely covefagvthrough various forﬁsEq;
borrowing or even oreation of money. Development programming leads
necessarily away from a purely "fiscal" view of financing public ,
expendi ture programmes towards e more "functional™ view. But this does .
not mean that the old fiscal canons of finance have become useless and

shouldkbe'thrown on the sorap heap.
s AR

103+ Secondly, development programming indicates that the Bqnefits
of public invesiment are not measured by,the.producﬁign directly arising
in the public sector, and even less by the public revenue .to which they .
give rise. Rather, they are measured by the total increase of production
made possihle.as .a result of public invesiment ywhether this increase..
in produotion acgrues in the private sector, or the public gector.. ...
But agein, this does not mean that .the revenue producing?chgraotez_or
otherwise of different public expenditure projests should bhe entirely.
dismpganded.; -Far. from it: the degree in which subsequent- inareaggs.
in output -can be "ploughed back" into new investment is of greay; ;.
importance .to the development programming approach, as we have Q;rsagy_‘

S60I.

104. Thirdly, the finanocing of publir and private invesiment must’
:'be gedr’ ag a whole. Private savings are considered to be available ite =
finance public investment, if in the context of the development programme
public investment deserves higher pri6rity thah the’ private investment °

which would othérwise be financed., Whether the private ‘savings are
transferred to the public sector by taxation, or by borrowing, or by -

21/ See paragraph 48 above.
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credit rationing to the private sector or by other means is a question
of tachnique, not of prineiple, But the opposite is also true., If
private development investment is deemed to have priority over publie
iﬁvésfment, the publioec savings (éurplus of revenue over oxpendi ture

as well as the Oovernment's amccess to external resources of publie
finance) should be made available to finance private development in~
vestment. This can be done by subsidizing private investment, or by
setting up public credit institutions for private investors, or by re—

ducing taxation; agein, this is a matter of technique.

105+ It will be noted that development programming is neutral as
to what are proper spheres of public and private investment. That
is a matter to be decided on other grounds. The technique of
development programming is appliocable whether the realm of public
investment is widened, as a matter of philosophyor affloiency, or
vhether it is narrowed. Although it is commonly believed that
development programming'implies a dias in favour of public investment, '
this is not thé case provided that those formulating the programmes
beware. of an elementary fallacy. It is a fact that public investmént
programines can Ye drawn up with much more asSsurance, certaa.nty and d.eta.il
than prifate investment programmes,which are at best a guess of what
la.rge humbers of private persons are likeély to’ d¢ under such stimuli
as the Oovernment provides. In any case, those formulating the
development programme are officials more closely in touch with government
departments than with private investors. But it is & fallacy to conolude,
thatybecause public investmont is more easily predictablc and more easily
controlled by those formulating development programmes, public -
investment for that reason is more important to development than
private investment. Thus put, the fallacy involved is evident, and
development programming can be seen to be a neutral technigque.
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106, Inoidentally, the danger poznted out in the precedlng paragraph,
i.a. that dsvelopment programmers as OfflOIalS nay be over—famzliar with
publio investment and therefore lean towards it, and under-familiar with
private investment and tharefore shy away from it, is & good reagon for
associat ing persons or groups representative of private investors as
blosely as possible with the process of preparing a develbpmént programme
at all atages. It is also a reason for drawing the officials preparing
s programme from backgrounds which give familiarity with private invest-—
ment activities, a8 well as those of _government departmentss It is
finally =8 reason for g1V1ng development progranimes the greateat posaible
publiecity and submittlng them to wide public diascussion, preferdbly
before they are put 1nto flnal shape. In all these ways, care can be
taken to see that the neutrality of’ development progremming as a technique
' 13 safeguarded.-

107. Experienoe haa shown that although public expendlture program—
mes, are more eaaily foreseen than prlvata 1nveatment programmes, never—
theless serious errors in forecasting can be made. Onoe a puhlic_ex;endr
iture programme has been drawn up, the speed with which it cah'be‘ |

iimplementéd“is often over—eafimated. Thisjmeans that in the earl{er
stages of the expenditure programme, or of major projecta;'eipéhd{fhre
may well: fall short of the original estimates, because the preparatory

" work needsd has rot been sufficiently taken into account. This may

- glve the erroneous impreassion that the original expenditure programme
“‘was top modest, and may lead to the adoption of additional projects

whioh ‘cannot’ really be afforded. In the later stages, the situstion

1s often reversed: expenditurs exceeds the estimated amount. Frequently,
the original estimates were drawn up under rather idedl assumptions
regarding effiociency of executionj provision for contingenciesgs may have

been insufficient; prices may have risen in the interval; certain features
of the pro;eot may have been expanded compared with the orlginal4?lana,
etc.. At this stage, “the” danger is that unforeseqn budget defioita may
cause inflationary pressure as well as pressure on the balance of
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‘“peymente. Alternatively, projects may be hastily out down in order to
;avoid the deficit, to the detriment of the balance of the programme as
a whole. Therefore acourate end realistio publio expenditure eetimatee
are very 1mportant 1n development programming.

108, Previous reference has already been made to an attempt to
.oompare the public expenditure pattern of different countries, expressed
as a percentage of natlopal income, wlith a view to determining whefher
any general rules or frames of reference could be found concerning the
distribution of public expenditure of countries at different etagee of

development and in different economio oircumsiance. £§/

F. Individual projects

103, 1t is obviously necessary in a development programme - to
come down to concrete projecta. A development programme without individnal

. .projeots would float in the air, While thers can be no develepment

programme without rrojects, it should be. emphaelzed again that develoPment
programming is much more than a oollection of projeote.

110. In selecting projeots, the tecknique of development progremming
leads to emphasis in the following directionsay

a. Projecta ares looked for whioh have a strong "impact effect "

" in utiliging otherwise unemployed resdurces. Examples of this
are projeots whioch utilize domestic matérials which could not
otherwise find a market; or projects which create the greatest
possible volume of employment in countries whetre there is
unemployed or under~employed labour of the right kindj or

Rt " projects which utilize the unmutilized capacity of already’

_53/ W.A. Leuwis and Alieon Martxn, “The Pattern of Publioc Revenue and |
E;Eenditure", op. clt. '
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existing tranébbrt, power or industrial plants. Buoh projects

" will be advanced in the scale of priority because the "accounting
'price“‘(opportunity costs) of the otherwise unemployed resources

which they utilize would be counted as very low or even zeroj

‘:alférnati#elyg-additional employment or utilization will be

counted as an additional "indirect" benefit. In either case,

such projects will appear more attractive as- a result of applying

the technique of development pregramming.
:Communi ty -development is, in this connexion, a typicel

example. It comprises, as a ruley, a collection of

projects carried out within a rural community with the unused

and often abundant resources of that community. It furnishes

stimili to what is often called self-help and is based on the

idea that many improvements,either to the social facilities

or ito.the eoonomic infrastructure of a willage,which are not

called for by the price mechanism hecause of the low income of

the group nor ‘carried out by the Central Government hsecause

of limited finances, can he carried out by the community itself

through contributions in kind:of available and unused resources

-.such as. labour and locel materiala. The propoxrtion of total

investment whiech taltes the form of non-monetary rural investment
i1s already more than negligible in a. number of Afrigan countries.
Experience has shown that it can be greatly inoreased by
oommuni ty development methods,. using unpaid spare—time labour
with a minimum ciaim Oon scarce materials and scarce foreign

exchange. The]abour-inten51ve methods- used- in-eommunity develop—

" ment work as well as the fact that the seleotion of’ projeots

"Zisj mada 1 by those dlrectly due’ to benefif, are fufther agdvant—
‘ages of: thas method. ‘Moreover, tha employment of farmers on

rural improvements ‘of their own ochoice in their own village

does not remove them from their food base and therefore
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minimigzes the drain on food supplies. 22/ In addition, extension

- work and,improyementslin.agridultural methods can be made more

acceptable to farmers,and hence more effective.These advaniages
are so powerful that the possibilitieg of community development
as a method of economic dsvelopmentlhavq hardly been exhausted.
"This is the best kind of planning". q

. Projects which relieve a partiocular botitlensck or source of

weakness in the economy: Such projects might be regarded as

a speoial case of the type discussed under {a), but in practice
they usually appear as a special scategory. Once the statement
of genérel aims &nd objectives has been made, and the economic
analysis has gingled out speoific problems or sources of weakmess
as being of over—riding importance, projects directly designed
to deal with thess will be advanced in the scale of priorities.
To 1lluastrates if the chief problem is to transform a subsistence
economy into a monetary economy, transport projects may acquire

“gpeocial priority. Where the chief problem is . to improve the

" balance of payments, foreign exchange earning and foreign exchange
" saving projects will receive priority. Where the chief problem

- 18 -t0 create a class of domestic business managersy the promotlon

" of small or medium - industrier ofa type:suitable for giving

expérience in management will receive priority, or projects in
which foreign kmnowledge and domestic enterprise are.associsted
in the form of "joint venture'. 1/

[

7 Zé/ See paragfaph:92 ahove.

30/ See Arthur Lewis: Theory of Economio Growthy p+ 219,

}1/ In the Philippine five-year development programme, such con-
slderations have been embodied in an actual formula which
“is used by the Philippine authorities in deciding upon the
.énoouragement oxr discouragement of individual, projects. The
use of such & formula is, however, exceptional.
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o« Projects which are related to other projects in a "ggﬁblgﬁéﬁtary
fashion", i.e. projects which mutually support each other and
increase oach otherta efficiencys That is what is meant by
- paying that development programming triss to form "patterns" or
"packages" of projects so that the sum total of the benefits of
the "package" is greater than the benefits dexrived from the
individual projects contained in the package, each projeot taken

by itself. An- vbvicus illustration would be the building of a
road in a previously undeveloped region,  the provision of

" irrigation facilities to farmers in the same region in order to
grow orops to be marketed over thc new road, and the establishment
-of a prooessing plant in the same area to process the additional
production marketed over the new road. - These three projects form
a "package'. Each project separately might be a bad project;

i s together, they may be a very good investment. Some’ economists
““maihtain that the invesiment "packags™ in an invesiment programme
-7 ghould in-itself be "balanced™; but’ the valus of this presoript
" "ia doubted by others.: - B R R

: d;‘Projectg whlcﬁ "dlverslfy“ the economy; i.e. whlch 1ntroduoe or
T o strengthen a llne of productlon or economic act1v1ty prev1ously
not represented or under-répresented in'the economy: . The argument
for giving special considervation %6 such - projcots,-other things
" being equal, runs along lines made familiar (in a more reéatrioted
" gense) from the "infant industry argument" for tariff protection.
' The argument is thét a now industry osn be expestsd in course

ity ™ L0 of ‘time ‘to beocome more’and more efficient, dsiexperieroe is
> gained. Therefore, if a project eatablishing a' new industry or
S 'new technique is rédsonably attractivé o the basis of present
- <7 costs and benefits, it can be Assumed to be even more attractive
sen o 1f the expected future increass in officiency is taken into-
‘acoount. Sometimes, diversification is put forward as. an¢bject-
ive in itself, regardiess of efficiency. The rational basis for
thisy apart from considerz*ions of national prestige, is that
" a-more diversified cconomy rcduses risks, and offers more

"growing points" for technical progress.
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Bowever, it ig somewhat dangerous to give priority to a
project merely because it is something new. Almost by defini-
iony the rigks in introducing something entirely new may be
greater than the risks in building and developing what already
exists. However, while for instance the desirability of
substantial export diversification is a comvlex matter to
be decided in the light%t of each individual case, there is
no questionbut that tho diversification of agriculturel production
for loecsl consumption is almost always essential. for
nutritional reasons.

R . A L e [
M ' N e . oLt (S .' Yo

- 111« The preceding discussion, of course, dogs not exhaust the

;- liet of factors to be ftaken into account in. selecting projects. In his

- Report on Industrialimation and the Gold Coasty . Accra, 1953, Prof. Lewis

outlines some most effective criteria to determine whioh industries can
best be daveloped locally. It 1s, however, obv1ous that a great deal of

judglent and analysis 1s necessary on the purt of development programmers.

112, In preparing and seleciing projects for.a-develppment
programme, & number of practical questions arise* Considering the
shortage of trained people to prepare development projects,: how far is
it justifiable or posasible %to prepare and. study a much larger number of
projects than can actually be selected for the programme? Which is
greater, the risk that manpower may be wasted in preparing projectas, or
the risk that those formulating developmant prograrmes have to accept
projects prepared for them without knowing vhether sufficient alternat—
ivesn have been considered?  What can be donc: to avoid undue. priority being
given to big, showy, spectacular projects as against the somttered,

: #noonspicwus, yet possibly very important projeets? , Shewld those responsi-

+ ble for formulating a development programme:.dlay & direect.part in the

; formulation of projects, should they leave this to.people din the various
government. departments,: or should there be & combinztion of the two?
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Which is the oot way for economists and technicians to co-operatc in tho
formulation of development projects, and in measuring costs and benefits?
How does one best cnourc that those preparing development projects, in one
department are aware of related projects under study in other depariments,
go that proper '‘packagsz’ can be formed? This list of guestions is by

no means exhausiive.

" 113, Anotaer pro. lem iS'how to encure that a “projeét" is not
defined in an unduly restrlctlve manner. A project does not necessarily
result in = tangible coucrote enderoint- Al though this paper follows
the usual prhct;qe in using the term project", perhaps it would be better
td épeak of zn "activitr" instead. Some econonists maintain thet

development programmes tend to place $oo much emphaSiSﬂOn‘tangible'capital

formation eand Yo neglect such activiiies as training, dgricultural exiens-—

ion, industrial prcductivity advice; surveys, health work ete. — all
aotivities which result in an inerecse in knowledge and efficiency, but
not directly in tangible pizces of capital. If such a biaz exiats, it

is not inherent in the techrnique of development programming. It is true
that the benefits of human investrzent are often léss tangible and difficult

%0 measure, Iui devolopment programming itself, with its empha81s on in—

- ddrect benefits, opportunity costs and the 1n,er11nk1n%{o£"dlffggegt

-agtivities should rather-tend to reduce the handicap of human investment

in oompsting for resources. Wheras expenditurs is determipaqmbyha,plain

--oompetition for availaple funds on the basis of individuol projacts,

without any aviexpt at programmingy it is 1o be fearsd itlat auman \
o
L5 <o han undgr uuvclo 10ﬂt programrlng

Anvestmont will pob ovon-loss ilan ivs e

: 114,1Thera a~e situations in which one singlé projéct sianda out
as belng of suoa ‘great importance, end ‘so' obviously doserving prierity,
that “the job of desvelcpment programming is greatly simpliified. Inm- such
cases, economlsts work*ng on problems of development' programming -can
rénder perhan" the best serviece in 1mprov1ng the project itself by examining

its various aspects, costs and benefits. However, such a dominating priorit,

" project is likely to bo a large~scale multi-purpose project,such as the

A e e S e R
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‘development of a river valley; or -the.development of an aluminium industry

‘invovling bauxite mining, hydro-electric power development, pori development,

etc., as well as smelters.and other plants. Such dominating multi-~purposs

- projects can be extremely complex, The relations among their various

aspects may need the application of the technigues of development programm-
ing as much as the analysis of the national economy &s a whole, In

goneral, ;mporvement of 1nd1v1dua1 projects is usually 1eft to the staff

of the wvarious deparuments and operatlng agencies, whereas those respons-

.‘1ble for formulatlng development programmes concentrate more on the

inter-relationship of different progects_and pr10r1ty directions. But

“nd hérd and fast rule can be léid”dowh.

115, It is not easy to see how a good development programme can be

- formulated .except. by. those vho have an upderstanding also of the problems

of preparing and evaluating individual projects, ifs‘diffipu}?;eénand
,pit fall .

[

Gs . Policies and Measures to Implement thé_Prqgrdﬁﬁé

116, The -purpose of & development programme is not to. produce: an

- impressive or even an intellectually satisfactory dooument.  The purpose
‘48 o get things done, to change things. - Therefore, the means towards

this end ‘are as important’ as the end itself., If the means are not

' provided t0 implement the programme, the programme will remain on paper.

‘1

(It is also trte, however, that it is not possible to provide the

proper means &and policies without being quite clear about what actually

-~ 1% 13 hoped to achieve). While soms people prefer to distinguish
~.8harply -batween the formulation of;a'défeiopmpnt programme on the
- one hand and its implementatién oh the other hand, it is.perhapa

- preferable to think ofuthe mogéures and policies %o ihplement the

programme as an integral part of the programme formulation itself;

117, Although it is necessary to show that the objectives of a
development programme are.gapable ox achievement, the specific pollcles

and measures to be applied may not be published st the same time and in

]
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the same document sas. the programme it#elf. The practice of different
" countriés ~differs 'in 'this fespect, ‘depending aldo upon constifutional
.and legal requirTements. For instance, tax mé&sures 'may be -annocurced

in the budget speech whereas a developmernt pfogramme may: be publighed
at a different time '6f ‘the ye¢ar; it may not be considered wise to

- gnnounce tax changes aheal of the budget date. ' Even-them, it would

‘~geem desirable, wherever possible, for:the development programme to
indicate at least in broad outline, if not in detail, the type of -
measures.and policies contemplated for ite implementetion. If the .
purpose-of publishing a development programme is to guide irdividuals
- in their economic actions -and to enlist their informed support, it
“is . diPPioult to see how either of these two purposes can ‘beé fully
achieved unless some indivation of poliocies and messures is given. :
To bring such contemplated policies and measures together and relate

.. .~them %o the .objectives of the,deyeiopment programme may alsa bave the
- adysniage that legislatpres as well &s individual citigeng can see the

.-.. Propoged measures as part of a general design, rgthar,thaq“ggligplated
oo 2018 from the blue. L . R ST TR PR S P,

.+ 418, ‘The '‘range of policy. instruments at the disposal of g&vernments
> ig, of :sourse, very large.~;2/“There-is‘little~t0 be said iz gemeral

- way. The ‘choice of policy instrumsnis will depend on the pneferences,

traditions and institutions of each particular country. The only "

;"o penerel:-atatement one can make is that in formulating a -devel opment

vi 7 programme no possible measure or policy should beexcluded from! donsider—

:Tationy: For imstarcc,-in zddition 4o the mors ustal Mecdnomiepolicies"
such as fiscal policy, monetary policy, trade:polioyf“credlt poliey. etce,
cortainly matters like ccmmerclal 1aw, banklng leglslatlon, land tenure
leg:slation, property rlghts of forelgners etc. can . be of great

importance: and should ‘all be exmmingds . =07 e oo

32/ In the application of linear programming techniques, the number of
policy instruments to be considered must; in fact, at least be equal
to the mumber of objectives.
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119+ Perhaps one further general 8 tatemeni can be ventured ,
although perhaps not everybody would agree with it. Where the Government
has a choioce between measures which operate through normal market forces
(e-g. taxes, intereat rates, exdhange rates, subaidias,'wage'ratea. eto.),
and measures which involve quantitative regulation (rationing, liesensing,

prohibitions, quotas etc.), other things being reasonably equal, perhaps

some preferenceshould he given to.the first type of measures. In ocarrying
out & vigorous development progremme the Government would in any case have
its hands fully, and quantitdative regulation imposes a greater sirain on
official manpower than changing of market data. However, in a number

of apecific ciroumstances the market mechanism is not well developed,

and there are consequently areas where many believe that direct government

action is preferable to working through the market.

120, ApEft from studying'thé general economic effects of individnal
méasures, such as tax changes or new commerocial légialaﬁion, those formu—
11&ting’deveidpﬁéﬁt programmes alsoc have a apecial'duty to study and advise
on the co—oidinétionof the various policy measures taken by the Government.
Is the pricing policy of public enterprises in line ﬁith fiébal’ﬁoiiciea,
or other measures 10 encourage seving? Is & proposed new import duty in
line with a polioy of encouraging domestic industries by such measures
- a8y 0+.8.,the setiing up of an induetrisal or trading estate? ' Is -the policy
of a marketing board in withholding ocertain portions. of incomes from export—
ers at times of high prices compatible with the desire to raise agricultural
. productivity? These are the types of questions cohcerning the inter-ralation
+. of the different - measures taken by governments which should ocome under

review in formulating a development programme. - ° . - - A

QHAPTER III- Implementation of Develogment Proggammegf_"
121. The term "development programming" or "development programme"

is sometimes limited fo the problems of formulation discusaed‘;g the

*
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previous section. 1/ This paper does not. follow that practice. Since
..the policies and measures necessary to translate s development programme
-into sotion have been included as an integrsl part of the programme
itaelﬂ,—g/ it.peems logical to go.one step further and inelude as part

of the technique of development programming everything necessary to
execute the programme. This seems 10 be more in line with the view taken
~in this paper that the purpose of programming is to improve things, and
not Juat to formulate a "consistent" or satisfactory brogramme which
‘may, however, fall to be 1mplemented, or may even be incapable of

implementation.

122. Among the préblems of 1mp1ement1ng development programmes
“We may perhaps single out” the follow1ng four.

S ey
s J”,‘,.. PR

_g. Contlnulty 1n develoPment programmlng. ,

b - Bev1aion and keeplng up to date of development programmas.
i Adminlstratlve location of the programmlng group.

d.‘ Co-ordinatlonln carrylng out the development programme.

......

These will now be taken up in turn.

A. Conitinuity in Development Programming

123. .In democratic countries, parlismentary majorities change,
-governments -change, -ocircumstances change, and tho views and objeetives of
*- people will change even in given circumstances. Hehce, a development
programme should never be immutable, And this is8 even -more ture of the

j/ This, for instance, is the definition used by Chenery, ECLA Bulletin,
ops citsey pe 72, Chensery restricts the term programme to analysis,
and ocalls anything to do with exscution “development plan

2/ See paragraph 116 above.
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short-term policies (usuelly annual) which are designed to sachieve
the aimg of the development programme. On the other hand, there would
be no sense in a programmeé which is changed and upset with every turn
and twist of political power or public opinion. The problem then is to
provide reasonable continuity. This is often desoribed as “taklng the
' DProgramme out of party politica".

124. There are various ways of doing this all of which have worked
in vaficua countriea under different circumstances. A developménflﬁro—
gramme oan be taken out of politics by associating the oppoaltion party
or parties with the process of formulating the programmes this, of cOurse,
assumes widespread agreement on certain economic essentials, and a will-
ingness to take Jjoint responaibility on broad economic matters. Another
approach is to leave the formulation and administration of a development
programme largely in the hands of politioally neutral permaﬁeht oivil
‘sarvants 80 that the machlnery at least of development programmlng will
be preserved even W1th changes in polltical power, thig solutlon also
has its llmits gince we have seen that the emphasls glven to maaor
political and social objectives must determlne ‘the nature of the
programme itself. The executlon of & development programme may be taken
out of the hands of normal government departmenta, with their political
.contrel, and given to autonomous govermment corporations, with =staff not
‘subject to normal civil service rules, with long-term tanure and some
" degree ‘of independence from political controlj this may have other inciden—
‘tal advantages; but thers are also disadvantages in creating;.as it were,
a separate machinery outside the normal machinery of government. There

seems to be no patent solution or panacea, _ e e

3/ Chapter II, A above. | S



oo s

L/CN.14/BSD/01
' Page 71

125. Continuity-ig perhaps best safeguarded if the group of
officials executing the ‘development programme establishes a high
reputation for efficiency and impartiality, if it establishes good
co—operationwith the various government depariments which formulate
projeocts and carry out policies, if it is recognized by government
departments as helping them with their jobs rather than obstructing
them, and if the development programme is successful in marshalling
enthusiasm and support from the general population and from the
private sector. It is also important that the politically newiral

character of development programming as a technique should be widely
demonstrated so that development programming does not become identified
with such temporary objectives as, for instance, nationslization or
perhaps denationalization, tightening or perhaps dismantling of

import controls etc..

B. Revision of Devélopment E;ggrammes

126. Here a distinction must be made between the development
programﬁa itself and the short—term policies heoessany to execute it.
"Most development programmes are established for a certain number of
Years, and it is not anticipated that they will be changed, except
“for major ochanges in circumstances or shifts in political power. It
"has already been indicated that a'qeitain amount of flpxibiliﬁy can
"be introduced into development progﬁammes, Wifhout aléeriﬁg—thﬁm
directly, by changing the time period over which given objectives
have 1o be aohiefed,_for instancs, if foﬁeign exchangéfaanhings drop
"¥ 39 & result of unfavourable commodity prices, a five—ybﬁf;ﬁrbéramme

IS
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may be extended to six years.ﬁ/ Or a development programme may be in

two parts, a "ocore" and a supplementary programme, the latter to be
brought into operation under certain ciroumstances, The Second Develop—
ment Plen of Ghana is.on this basis, A special kind of “built-in revision"
' -of & development programme may be mentioned: the development programme
can be drawm up for a certain period say, five years; each §éar the

‘past year is "8liced off" and another year added, so that in each year

a programme for the. five years ahead is formulated. This procedure,
which is followed in Puerto Rico, has the advantage of bringing out

- the continuous character of the planning process, but it has the' dis-

- advantage of reguiring a new programmé to be formulated every year.

This is only pomsible where there is sufficient staff and capable

" administration, and where there is considerable continuity of polit-

ical and economic objectives, all of which is the case in Puerto Rioco.
Subjeot to such "built-in revision", however, the development programme
itself is not usually meant to be revised. The formulation of a develop-
ment programme is toco great a task to be repeated at frequent inter-
vals, Also, and perhaps more 1mportant, it would create confusion in
the public mind, both in government departments and in private ciroles,

to have radically changed guide-lines laid down at frequent intervals,

The UN Working Party on Economic Development and Plarming in Asia

. and the Far Bast, at its first session i 1955, considered "whether
the planning agency should have alternative plans ready to meet
likely changes in conditions and policies". However, after noting
that in practice the countries of the region are producing one single

__.programme, although leaving flexibility in exocution, the Warking

" Party advised that "oconsidering the paucity of resources and also
condidering the importance of having a sustained policy underlying

. & plan, this preference for one steady yet progressive amnd glastic

" plan seems to be fully justified". (United Nations Economic Bulletin
for Asia and the Par Bast, November 1955, p. 13). This oconclusion
would also seom to be applicezble to African countries, where the
paucity of staff and information for development programmes is at
loast as great as in Asia and the Far East,
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127. The situation is, howevermy-quite different if we think,
not of the development programme itself ,but of the short—~term policies
which are impreased upon all government: departments as necessary for
carrying out a development programme. Insihis case flexibility and
conatant review should ohviously be the order of the day. Any geood
development Progeaouae should have prOV1slon for constant evaluation
of the progress of the programme, of the way in which the various
governmental and private seotors play their part within the programme,
,and o£ the effeot of the dlfferent polioy 1nstruments used to produce
tha deslred effect. In many countries the announcement of maJor new
wipolioy instruments and of new operatlng polloles for the various
':govqrnment departments is tradltionally assoolatai w1th the annual
budget, the annual budget gpeeches and budget debates. Hence, it
would peem natural that the evaluatlon of the development programme

.

should also be on an annual ba91s.

oy 128. The neoe551ty of constant evaluatlon and rev1sion of ghort—
) term‘polioies and. the effeciiveness of dlfferent polroy 1nstruments
~arises from the fact (emph351zed in Ghepter II sbove) that the vorious
. proposals and parts of a development programme forn an 1n,er-rela%ed
.uhole, From this it followe that 4if one seotor of the development
programme deviates from its role in the whole pioture or 1f, for
instence, a2 given measure calls forth a different response from the
one originally piotured, this 1s bound te have an effect on the othex
oomponents of the development programme and lead to corresponding

sdjustments there. Ferrdre io meke such adJustmehts would result in

.
" 5 . “ - e co- " " 1 . & "
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ﬁé This is the case, for 1nstance, in India,where annusl” evaluation
‘reports are prepared. ' There is some form of annual evaluation
in almost all African countries, a% least, of the progress of
expenditure and the current state of 1mplementatlon of projacts.
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Or, if adjustment is to be avoided, it.is vitally important that any
‘deviation in an important. sector should be discovered as soon as possible,
so that priorities can be changed and counteracting measures taken in
-order'to‘preserve the halance of the programme and maintain its effect—

iveness. . . o Co-

129, This need For cheoking progress, for discovering déviations,
for taking counter-measures or for adjusting the rest of the programme
“‘oalls for high administrative efficiency and good co-ordination amang
811 concerned. In fact, it seéems almost certain that revision of short-
term policies necessary for exeouting development programhés im the
real test of whether the process of development programming is not im

excess of thé edmiﬁistrative‘oepacities of the cousitry concerned. The
admlnletratlve problems in formulating a development programme are,

by oomparisan, of & minor nature.

130+ The revision of pollcles 1mplemont1ng a developmont programme
dspends fundamentally on a complete and frank exohange of 1nformation
be%ween thosse responsible for the programme as a wholeson thé one hand,
v and offlolale in various operatlve departments and also private -uri ts
and intereste yon the other, ‘In that sense, no development programme
can be effective unless those 1n charge of it have their fingers "on the

-

pulso" of the eoonomy. o

C; Admlnistratlve Location of the Pg_grammzng Groug

131. .The progremmlng functlons must be concentrated in a oompetent
group, looeted somewhere in tho government machlnery. It need hardly be
pointed out that this has nothing to do with the merits or damerlte cf
"ceniralized planning”. The programming function mus+t be undertaken
1n one plaoe, but the execution of the plan oan be as wldely decentralized
as ‘desired; it can be 1oft as much asg. desined to private and - 1nd1v1dual
"initiative; and even the formulation of tho programme ehould draw upon
& wide circle of groups and interests. The programming function must

5
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be centralised only in the sense that it must be separated from
other funotions, such as general government administration, central
banklng, fiscal polioy or the formulation of 1nd1v1dual proaeots or
dapartmental programmes.

132. Hhere‘no separate programming function is undertaken, 8
programme can only be formulated by a process of bargaining between the
differénf departuents and interests involved, or else by deciéiona
at high pplitioal levels,y ©.gs by ad hoc cabinet decisions. 'Neither
of these two possibilities is good administration or likely to result

in a good programme.

133+ The programmlng group can have differenti names: Plannlng (or
Development) Gomm1931on, Bureau, Board, Staff, Jecretariat, Department,
‘ Minlstry etc.. It can be split, more or less’ clearly, into two levelss
a seorqtarlat or civil service levelyon the one hand, and a deq;plonn
making or polltlcal 1eve1 on the other, - - The'deoiaionrmékihé level
can elther be a slngle Minister — liinister of Development, Mznister of
< Planning, Minlater of Finance eto.— or a group .of Ministeps or. Gdblnet
woxCommittee — ueually all the Ministers partiocularly concernad with
economio mattars under the chairmanship either of the Prime . Minlster
- or the; Mlnlster of Flnanoe or & specisl Minister of Plannlng:(or Develop~
ment) — or the Prime Minister himself or e separate Council or Board.
In pome countries, Members of Parliament or representativaé‘ofiprivate
'?%‘,'ﬁg{_ugroups or..outstanding 1ndividuals may participate at the decision-making
Aﬁ;}eval. Flnally, the programmlng group may-be associated, in varying
“dagrees, with the formulation of short—term policies. to, carsy out the
development programme, such as budget formulation or declaions on other
BOOnomlG measures. Lt will be ‘seen even from thls brlef desoription
that g‘great variety of admirnistrative arrangements are possible. In
some countries of Latin Ameriocse and Asia, the Central Bank has tradit-
ionally played'a céhsidefable part in programme foimulation. Its Researoh
Department in such cases,in fact yserves as the programming group.
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" 134, The formulation of a development programme has also technical
agspocts, and required aotititiesfwhere acadenic standards. of objectivity
are important, e.g. the collection of data, the development of priority
eriteria, the study of engineering and eoonomlo aspects of major projects
etc.. For this reason, some countries flnd it useful to associate

unjiversity inetltutee or other 1ndependent 1net1tut1one with the

-formulation of programmes, at least in the initial stages, and aleo

to aesoolate emlnent persons of experlence from outside the government
meohlnery, or poeelbly from outside the country, with the development
programme.

135. The general Splrlt of development programmlng would seem to

.. point in the dlreotion of the etaff work being under the dlreot guidance
. -of a Cabinet Minleter, and of the group belng dlreotly attached to the
l_Prime Minleter 8 0ff106. This, arrangement would emphasmze the neutral
Aco—ordineting p051t10n of the programuing group between the dlfferent
:Fdepartments and interesis 1nvolved.‘ The Cablnet member 1n dlreot charge

oteeni,

‘of ‘the group would make certain that the group is kept in touoh W1th
., all such new polltlcal, soclal end eoonomlo obaeotlvoe ae would have
. 8 bearing on. the development programme. But thle euggeetion muet be open

to many reeervations, depend;ng on the clrcumstanoee of dlfferent

| f' ﬁ. Co-ordinatlon in Carrzlng out the Develogment Programme
L PIRD I E "—_’7"'"'_'

136, -Good ico-ordinasion is. the essence . of good admlnlst;etdon. It is
also the essence of :good development programming. . Co-ordinatien is

. .required at many different stage and at many diffprent levels, Within
.the government machinepy, ce-ordination between the substantive depart-
ments and the programming groyp is required .in- the formulation of

‘development . programmes, as has been. emphasized already.

salg ol

-/See Chapter II B above,
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EﬁGobﬁoo;ordinationis necesgary to provide constant checke upon the
progress-of’ the programme, and to diseover deviations and bottlenecks
at the earlies® possible mofierit. Co-ordination is réquited tolring to
the attention of the pfogramming group any new information or chahnge in
data whick may be relevant and lead to a revision of the programme.
Cowordination  particularly needed in order to ensure that the various
- polley instruments by which the programme is executed are harmonized with
- each other, such as fiscal policy, monetary. policy, trade policy, ocom-
‘mercial legialation, price policles of public enterprise, policles of
- marketing boards eto..Co-ordination is reguired when the various
. departments have to be brought together in concarted action, for inatance
"in the development of a river wvalley ,Co-ordination within the publioe
domain has also to be extended to such government corporations and govern—
ment enterprises as are outside the normal govarnmen$a1 routines . It has
¢+ also to be extended to regional and local levels. As haq'bean emphasized
. -before, amooth-running and vigorous local government, properly co-
ordinated with higher levels of administrationscan take a terrifioc load
.: off the programming machinery, and can correct any inherent bias towards
oentralization -and mammoth projects.

ca.

e s

137+ Of perhaps even greater impcrtance‘iaco;ordinafidnwith private
activities - Normally, the production of final commedities-is--almost entirely
R privata. . Ewen Where investment 15 largely publlc,as is the oase-in most
rﬁ;iiAfriogn countrlas, its ultlmate pu:pose is to lay the foundation for sub-—
i fusaqubnm pmivate productlon., Where publlc lnveatment in the production
o “i;of fingl goods takes place, thls is often 1n the nature of pioneer enter—
wibe prigey the 1ntentldn is 40 stlmulate privata enterprlse and ultimately
xturn over tc“private enterprlse. Often,co-ordlnation with private enter-

prise may usefully take the form ¢of joint ventures. In other cases,
public activity may take the form of merket research, or training of
workers or higher permonnel, or provision of other specific requirements
for private investors, such as factory buildings on public trading estates
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- QY agricultural extension services or demonstration farms, eto.. Bven

the provision of normal public services depends for its efficiency on

- gauging correctly the response of private individuals or husiness units

to the provision of.such services,

138, Co-ordination with private activities is even more difficult
for public servants to achieve than co-érdination within the .government

' machinery. It can be powerfully aided if the programming group is in

[

I N

constant touch with private groups and private. opinion. 'This can be
done by adding to the staff of the programming growp persons familiar
with private activities, or by hawing private advisory groups sttached

- to the programming unit, or by ‘impressing the:staff of the programming

unit with the need for comstant contact with private opini¢n, I%- is

‘also possible to have individuals who are: representative: of private
‘activities co-opted to the decision-making level ofithe programming
" ‘maochinery. Co~ordination can be formal or informal, - In countries

where there is & tradition fof departmental co-ordination ‘there- is: often

" no need to formalize the system, In other cases, however, formsl:

arrangements for co~ordination may be absolutely necessary to break down

departmental jealousles and a‘band—offlshneas, :Lt may, in fact have to

be enforced from above 1n the initial stages, T

A

LRTE

- 1/ The Working Party on Boonomic Develugment. :and Planning for Asia and

the Far Eest, in its previously quoted report, while in favour of

"appointlng some persons with experiénce of private industry as members
of planning boards" advised against ."the grant of representation on
the planning authority to any particular group in society". This, the
' 'Working Party considéereéd inappropriate because it would bind the plann-
“ing authority to "allegiance to sectional interests", United Nations

Beonomic Commission for Asla and the Far Bast, Bulletin, Novembar

1955: P. 40. ' :
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This, of course, presupposes that there is co~ordination at the decision-
making level. If the various departmental Ministers in the Cabinet zre
not able to co-operate properly, it is not likely that their civil
servants can be persuaded to do so, A strong common ¢ivil service
tradition and esaprit{ de corps can be of great help in achieving co-

ordination and is in fact one of the most essential prerequisites for
an effsotive development policy.





