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DEVELOPMENT ECONOMICS 

Fourth Lecture : Development and Planning Institutions 

1. Rel evapce ofPolitical St:ructure to Effectiveness of Development 
and Planning Inst itutions. 

Parliamentar Democrac vs 
- - --~1 

Judicial'YP;-~me 1 Minis ter 
& Cabine t 

Non-separltion of Executive 
and Legisla tive Powers 

The El ectoral Mathinery throws up 
the Executive .Personnel as well 
as the Legi S: l ators and cannot be 
trus t ed to furnish compe t ent , Heads 
of Mi n i s trie s · ' 

This def ect can to sorne ext ent be 
overcome by the establishment of 
Finance and Invest~ent _Ins titu
tions outside of the r egular 
Civil Service in the form of cor
porations or boa r ds on a s emi
autonomous bas is. 

(case of British Commonwealth 
Africa ) 

Presidential Democracy 

Judici~d~ature 
& Cabinet 

1 
Rig i d Separ a tïon of Execu-
tive and Legisrative Powers 

The Electoral Machinery 
throws -- up only the President 
who has wide fr eedom in the 

· choide of his Cabine t Ministers 
and is ther efore in a better 
position to select a compet ent 
Cabine t 

(case of U.A.R., PYerto Rico, 
etc.) 
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2. Models of Development and Pl anning Institutions 

Pl anning Board 
( C a p.i:.ta1 J3u dga.t )._ . 

Puerto Rico 

.. -· ... : .. FOMENTD ..... . --· ... 

. ---· ·-····. - - -1-

Development Bank Economie Develop~ 
(L.oans to .industr.y·,:>commerc e , .. -men-t -Administra..:. 

r eal estate , hotels r -Economic ti-orr · 
Devel opment Administrat ion, (Construction and 

.. .and t o . the Government - 1-eas-e -of f acto
rie s~ preparation 
of industrial 
s ites ) 

Sierra Leon e 
( Propos ed) 

, ___ _:Prime Minister . . 

Economie ~ser 1 . 1 . . 1 

Ins ti t~u-t-e~f-o-r~--::M-:-l-. n-I±s=tr:y:_::::o.~f===E::c::o:::n:::.1 ~in ·Dev :--J:nd. 
Social & Econ. & Social)Developm of of Tr ade · Minis- Bank. Dev. 
Res ea rch (or, Finance & Indus t. tri es Corp. 
Pl anning Ins t .,:) Developm.Secre tar 

-. 1· 
j 

Centra l 
Statistic. 

National 
Plan 

Offic e Commission 
(Inspecta
r a t e ) 

Economie 
Planning· 

Unit 

Co-ordinat ion 
of Economie 
Affa irs among 
Mini s tries·~ 

Technica l 
Ass istance, 
Sources of 
Externa l Funds · 
for Development 
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3. Personnel for Development and Planning Institutions 

( a ) Fore ign Personnel 
(b) Local Personnel trained abroad 
(c) Training progr amm es (Planning Institut~, Universities) 

4· Criteria for Investment 

General~ (a) Choic e of l eading sectors promoting maximum growth 
(not always feasible) 

(b) Choice of industries that contribute to growth, 
employment an d training of local personnel (not 
a lways f easible; Cf. Hirschman's theory of Unbalanced 
Growth) 

Specifie~ ( a ) Import displacement by dornestic manufacture for 
home consumption 

(b) Domestic manufa cture for home consumption and for 
export 

(c) Capita l goods industries for the domestic marke t 

5. Induc ements to Foreign Investors 

( a) 

(b) 

(c) 
( d) 

( e) 

(f) 

Incom e Tax holidays (provided doubl e t axation is 
avoide d) 
Duty-free importa tion of plant, equipment, and raw 
rna t erials , and exporta tion of local products 
Acc el erated depreciation a llowano es 
Industria l sites an d buildings for r ent or lease 
for f actorie s or commercia l purpos es 
Repa tria-t ion of cap ita l andprofits (subj ect to 
the sta t e of the externa l balanc e of payments) 
Preferenti~l tariff rat es for imports from certain 
s ources or markets. 

6. Policy towa rd Fore ign Investors 

( a ) Provision of infrastructure (roads, schools, t el ecom
munica tions, hospita ls, power, light, ports, railways, etc.) 

(b) Encouragement through various specifie inducements 
(Item 5) 

(c) Non-nationalization of foreign enterprises (tax treaties 
and non-nationa lization pacts lodged 1-d th U .N. or World Bank) on 
nationa lization with fair comp ensation (determination of fair 
comp ensation with a ssistance of the World Bank) 

(d) Participation by the state in private en t erprise on 
a rigid or fl exibl e percentage basis (sometimes state participation 
in lieu of, or as truste es for, local investors to whom shares held 
by the sta t e woul d b e sold ev entually). 
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( i) Necessi ty f or caution agq. inst general or . 

indiscr1iiiini:ï:ië-·i:i~aié -·pa:rtièipa-Üon -·h; ":foreign" êï.1terprise . in orde:r 
to av oid involvement in unsound private _fQreign v en tures. 

(ii) N eed to ayoid straining, overburdening , or unheal thy expansion 
of, civil servic e on ground of limited ab ility and capacity for 
engaging i n industrial ent er prises . 

(iii) Part icipa tion by the s tate on a ma jority bas i s justified in the 
cas e of major mi ner a l r esources. 

(e) Protection, on _c ertain c onditions, of c erta i n industries, 
esllecia lly those ba s ed ·on loca l ma t eria l s, or of an i mport- di spl a cing 
nature . 

Note : ( i) Necessity for minimal policy of pr o t ection in order to a.vo id 
incompe t enc e and inefficient pr oducti on , ancl to safeguar d the 
oost of living of c on su mer s . 

(ii) Compensa tion for loss of i mport r evenue by the l evy of sal es 
t ax on the local product. 

(iii) Prot ection normally jus tified for decreas ing coot industr i es 
or indu s tries likely to f all into this ca t egory. 

( f) Res triction on fore i gn ent er prise i n certai n activities 
res erved fo r loca l bus iness, e . g ., r e t a il mercha ndizing on gr ounds of: 

( i) increasing empl oyment of local peopl e ( e . g ., 1vomen) and 
widening of local par ticipation i n i mport and r etail trade , 
especially -vrher e pr eviously domi nat ed by f or e i gn ent er pris e; 

(ii) gr ea t er pro ductivity of scarce for e i gn capita l in oth er t han 
service f i elds, e . g., in manufacturing indus try. 

(g) I mport lic ensing as a · iool of ai t er a iion in the 
composition of i mports, both to encour age establishrr1ent of import-d~splacing 

industries and to a lter the r a tio of cap i tal to consu mer goo ds in f avour 
of the former. 

Di amond, William , Development Banks 
Boskey, Shirley, Pr obl ems and Pr ac tic es of 

Dev elopment Banks . 

((I. B. R. D. , 
( Johns Hopkins 
( Pr es8; Baltimor e ) 


