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THE INTERRELATION OF SOCIAL AND ECONOWIC DEVELOPMENT

AND THE PROBLEW OF "BATLANCE"

(From Report on the World Social Situationy U.N.s 1961)

INTRODUCTION

The social trends often merge with economic trends. In fact,
the separation between the "social” and the "economic" is often an
artifact of academic analysis and government departmentalization.
It may be convenient to make such a separation for the purpose of
analysis or administration, but the different aspects must be pub
together again, and the situation must be viewed as a whole before
any comprehensive conception of development - or comprehensive po-
licy of development - can be achieved.,

The question of the interrelation of economic and social fac-
tors of development has been brought into focus by certain changes
in the role of the modern State. Since the late nineteenth century,
but particularly in the iast few decades, Governments have assumed
inereasing responsibility for the promotion of social welfare and
simultaneously for the development of the national economy., This is
evident in the remarkable expansion after the Second World war both
of social brogramies - often embodied in pr1n01ple in new national
constitutions - and of economic development planning. This simul-
taneous preoccupation with social measures and with economic pro-
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jects — and the imevitable competition for funds, and differing
opinions regarding priorities - has raised difficult policy ques-
tions for government planners and budget makers.

The General Assenbly of the United Nations, as well as the
Economic and Social Council and its Social Commissions have adopt-
ed a number of resolutions in recent years emphasizing the impor-
tance of "balanced” and "integrated” social and economic develop-
ment and urging that action in these two tields go "hand in hand" .
In academic and professional cireles, also, the question of the
relationship between economic end social factors in development has
become a matter of growing interest - in fact, a matter of conside-
rable controversy. No one will deny that, from a policy point of
view, an appropriate relationship shoudl be established between the
economic and +the socialy the difficulty lies in defining what is
"appropriate®.

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

inquirys.

From a governmenbal peint of view, the question of balanced
social and economic development is to an important extent a ques-—
tion of the pattern of public expenditure. There is no over-all
conception or theory of balanced developument applicable to the ex-—
penditure policy of the economically underdeveloped countries at
the present time; there are only fragments of a theory and "common
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sense®, One difficulty with common sense ig that it rarely trans-
cends the bounds of professional interests. As a result, the re-
commendations for development of a visiting mission or a local
planning board will be often seen to reflect the composition of
the ﬁission on board; each representative of a professional field
tends to consider his own field most important for development,
and consequently urges heavy investment in projects in That field.

Countries oif Africa, Asia and Latin America, the majority of
of which have development plans of one kind or another and are
seeking to establish new patterns of welfare and growth, not only
face harsh and difficult choices in the allocation of their limited
domestic resources, but also must choose among alternative possibi-
lities in the limited assistence available from aboard. To be ef-
fective, such assistance has to be based on an assessment of econo-
mic and social needs and capacities and on the application of some
reasonable order of priorities. The international organisations
rendering assistance to less developed countries in their turn
face questions of balance and intergration in the forms of assist-
ance that they provide.

SOCLAL CONSEQUENCES OF INDUSTRLALIZAYTION

In the late nineteenth century, economic theory was not pre-
occupied as it is today with the concept of economic development -
although sociologists and anthropologists addressed themselves to
questions of social evolution rather more than they do today. Lead-
ing social philosophies of the time tended to assume that the
wealth of a region was a more or less static quantitys; those who
got more = by virtue of superidr strength, cunning or fortune at
birth - did so because others got less; +the goal of social policy
was to protect the weak and the poor against further exploitationsg
or to achieve a radical redistribution of wealth in the name of so-
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cial justice. Industrialization was widely seen as a negative or
retrogressive influence from a social welfare point of view, Deep
concern arose over social ills that were observed in rapidly grow-
ing industrial and urban centres - unhealthy working conditions,
starvation wages, child labour, disruption of family life, over-
crowding, filth and sordidness in slums, delinguency and corruption
of youth. Concern with these problems has continued into the twen-
tieth century and is shared today by economically less developed
countries that are seeking rapid industrialization.

It is no longer believed, however, that such social ills are
a necessary consequence of industrialization. Many of them simply
represent evils of urban poverty and over-crowding that appear
quite independently of industrial growth; they often result irom
a transfer, through migrants, of rural destituation to an urban
setting, where it becomes more conspicuous. What is needed in
these cases is not less industrialization but more industrializa-
tion., Industrial growth — along with other forms of economic growth -
is required to absorb the surplus labour, provide higher incomes,
and create the financial resources for more etfiective social ac-
tion. Redistribution of existing wealth, by itself cannot solve the
social problems of the poorer countries; the total amount of wealth
must be increased through economic development, This modern concept-
ion of the central role of economic development in social progress
has deeply affected the theory of social policy and social action.

The difficulties of social transition are limited to the urban
industrial environment, The introduction into the countryside of
schools, paid labour and modern legal and administrative systeus
tends to break down the traditional authority and controls exer-
cised by the extended family, kinship or tiibal group and may have
disruptive effectd of considerable magnitude in the rural dis-
triects. Conflicts between generations occur here as in the cities
when the status and influence of the older generation are diminished
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in the face of the superior education and the independent monetary
income of the younger generation.

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

Social cohesion is often maintained in these cases through the
continuance and transformation of traditional institutions - for
example, the conversion of ethnic or tribal affiliations in cities
into welfare or labour associations., Sometimes the traditional re-
ligion plays a major role in mainfaining social cohesion during the
process of adaptation of the individuval to the modern industrial :
society; at other times it is repudiated, along with much else from
the past. Nationalism has become almost universally a source of new
identification and group cohesion for popuiations in transition,
replacing or dominating older loyalities to kinship, ethnic or
other traditional groups. "ln-group" feelings are converted into

national attitudes, and passions ofrialry found among the custo-
mary societies are often projected into the international scene.

SOCIAL "OBSTACLES'" TO ECONOMIC DEVELOPMENT

Once the importance of economic development as a means to so-
cial ends was recognized, attention turned to a different set of
problems - the social obstacles to economic development. In part,
they are the same problews differently conceived: if, for example
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a traditional mode of life that is incongruous with a modern in-
dustrial economy can be disrupted by economic development, it can
also, as long as it survives unchanged, act as a block to such de-
velopment. Much has been written on the subject of social obstacles
to economic development in the last few decades. They can be rough-
1y classified under three main headings: population, institutional
and individual factors.

(1) Population factors. Since economic growth ordinarily defi-
ned as growth in per capita national income, which in turn is de-
fined as the ratio of production to population, it is obvious that
trends in population can, mathematically speaking, play as large a
role in economic growth as trends in production. In fact, some ob-
servers maintain that, for a number of countries, from a purely
economic point of view, the most efficient investment to promote
economie growth would be investment, not in economic productions
but in reduction of birth rates.

The situation is complicated by the fact that production
and population - the numerator and the denominator in the ratio
that defines the level of economic development - are not indepen-
dent variables; growth of production and growth of population inter-
act upon each other in ways that are obscure and controversial. In
some circumstances, population growth entails commensurate or even
greater production growth (e.g. when resoruces and technology are
adequate and labour in short supply). In other circumstances it
does notj per capita income may be held back or even decline with
rapid population increase, in an existext of unemployment and under-
employment, and at given inadequate levels of technology and resour-
ces. Increase in production, in turn, may stimulate population growth
under certain circumstances; for example, in some of the most highly
developed countries today, mariages and birth rates may rise for a
time with expanding economic conditions (and drop with depressions),
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while in the very poorest countries there may be both a rise of
birth rates and a drop of death rates when increased production im-
mediately brings better nutritién and health. On the other hand,
expansion of production, especially through industrializatione in
populations that have reached a certain level of development, may
be associated with declining birth rates and a slew-down of popu-
lation growth, as has been the case in various countries of south-
ern and eastern Burope in recent decades. Countries showing this
demographic pattern, in which the death rate is relatively stabi-
iized and the birth rate is dropping rapidly or has drapped to a
relatively iow level, will the _definition undergo much more rapid
economic development in terms of per capita income growth than
other countries in which economic production is actually increasing
at exactly the same pace but in which the death rate is dropping
rapidly while the birth rate remains constant (or rises). The lat-
ter demographic constellation is found in many of the countries of
Africay Asia and Latin America today.

Expansion of production may be hindered by the difficulty of
increasing the amount of land and other physical resources im use,
in proportion to the increase of the labour force. While this hin-
drance to economic development is especially important in densely
populated agricultural countries where there is little unused land
suitable for agriculture, it also appears in some countries of re-
latively sparxe population where conditions of climate, deficiencies
of technology, or cultural and institutional factors hanper exten~-
sion of agriculture to unused lands.

Expansion of production may be hindered by the difficulty of
increasing the amount of land and other physical resources in usey
in proportion to the increase of the labour force. While this hin-
drance to economic development is especially important in densely
populated agricultural countries where there is litble unused land
suitable for agriculture, it aisc appears in some countries of rela-~



tively sparse population where conditions of climatey, deficiencies
of technololgy, or cultural and institutional factors hamper ex-—
tension of agriculture to umused lands.

In addition to the rate of population growth and population
density, the population struc ure has an obviously important bearing
on economic development since the relative proportions of economical-
ly active adults versus children and inactive elderly persons will
determine the amount of production beyond the worker's own needs that
can be used for savings and investment, and the amount that wust® be
consumed by non-productive dependants in rood, education and health

services, as well as nousing and comuunity facilities. This weans
that two countries with initially equal labour productivity (produc—-
tion per worker) will have different rates of economic growth ify
other things being equaly their population structures differ. The
economically under-developed countries gemerally have a population
structure weighted heavily with children, owing to nigh birth rates,
and although the proportion of elderly persons in their population
is comparatively small, the net result is a considerably higher ra-
tio of non-productive age groups in the under-developed countries
than in economically more ddvanced countries.

Another population factor (also having political connotations)
which can inhibit econowmic growth - sometimes only temporarily, if
usable land area is extensive but which has received much less at-
tention is that of the absolute size of a country's population.
ihis has acquired new significance with the independence of a num-
ber of Airican countries. Under modern circumstances, an economi-
cally under-developed country of small population, other things
apart, appears to be at a disadvantage as rar as economic growth is
concerned. A swall country is less likely than a large country to
approach economic self-sufficiency and must lean much more heavily
on exports and iwports. Since the economically developed swall
countries today rely as much as, or even more than, the economical-
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1y under-deveioped small countries on foreign trade, it is not
realistic to assuwe that as the iactter develop, they wiil reduce
their depeniiency. Diversitication of industry and agriculture, in-
ciluding the estapilishment of dalversifled swall lndustries IOT pro-
cessing agricuitural products, as well as the production 0i 100ds
now imported, is an important economic objective, but it can be
carried only so far when the population is limited to two or three
million or less. Certain types of industry are altogether excluded.
To takr an extreme example, only a few of the largest and wealthiest
countries have the resources, the research and technical personnel
and the market potentialities to establish an airplane industrys.
Economically developed small countries can, howevery, effectively
engage in other industries, such as electronics or watchmaking
which enjoy a good export market., Bub in the small economically
under-developed countries today, many forms of industrial export
are out of the question for years to come, because the economies
of these countries are not technologically advanced enough to com-
pete with such products in a world market.

The result of this situation is a continuing orientation To-
wards the export of a limited number of primary commodities - to-
gether with the import of a variety of industrial itéms. The pri-
mary commidities in recent years have shown wide market fluctu-
ations, indisposable surpluses and a generally unfavourable price
trend vis-a-vis industrial products. If present trends continue,
and if the economic growth of the small economically under—-develop-
ed countries is to be ensured, the choice would seem to lie essen=-
tially between, on the one hand, regional or intermational market
arrangements, or other economic-pelitical confederations or amal-

gamations to permit greater diversification and specialization of
production and more massive investment in'key pro jectss or, on the
other hand, some form of bilateral guarantee of trade income - pro-
tected markets, subsidies, etc.
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(2) Institutional factors. If the industrially advanced,
high incoﬁ;_ZBuntries of the world are lined up and compared with
the economically under-developed countries, a large number of dif-
ferences in social institutions will be evident - in fauily systemss

in the presence or absence of extended kinship and tribal systems,

in the forms of community organization, in labounr, welfare and re-
creational institutions and associations, in class or caste systems,
modes of property ownership, political institutions, religious in-
stitutions, etc. For example, as a rule at the higher levels of
economic development the family tends to be smaller, more mobile,
shorn of its economic production functions and of various functions
assumed by educational, legal, police and welfare institutions of
the State; but remains an unit of consuwption, and has even greater
emphasis on psychological and emotionsl bonds and functions, as
other bonds and functions diminish or disappear. Larger institutions
based on blood relationship or presumed blood relationship, such

as clans and tribal systems, with their multiple political, social
and economic functions, disappear at higher levels of economic de-
velopuent, a complex network of independent or State-controlled in-
stitutions appears instead, based on occupation, recreational in-
terests, residence, sex or age group, political affiliation, etce

Some of the institutional forums in the less developed countries
undoubfiedly serve to hold back economic development. Propf, however,
is difficult to come by, in view of the very multiplicity of the
factors involved. It is practically impossible to exercise the kind
of scientific controls (as in a laboratory experiment) that would
be necessary in order to reach a firm conclusion as to which of
these many institutional factors are really important for develop-
ment — and how important they are! - and which are superficial.
Since most economically developed countries are European or of
European origin, any distinctive feature of European culture, ran-—
ging from habits of dress to broad political and religious insti-
tutions, will automatically have a surface correlation with econo-
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mic develepment. The danger is that the more obvious but less
relevant features will be taken as the fundamental ones for
economic development., The Pacific islanders who destroyed
their ceremonial masls and regalis, orgmrnized their houses in
rows like umilitary encampments and marched up and down with
sticks, in the hope of achieving the kind of wealth that they
had witnessed among foreign military stationed on the islands
during the Second World War, "may have perceived correctly the
general principle of the need for institutional change but er-
red in the application.

Among the institutioral forms more generally cited as ob-
stacles to economic developument are caste and class systems
that freeze individuals in ancestral cccupations and reward
thew on the basgis of birth rather than ability or achievement;
autarchic family and kinship systems that discourage individual
initiative and independent employment of family members, feuda-
listic and other antiquated forms of land tenure discouraging
higher productivity by the agricultural worker; religious, semi-
religious and communal practices that absorb large funds in
ceremoniais, and in investment in the goodwill of supernatural
agencies or in status symbols; and social fragmentation, isola-
tion and lack of communications, particularly in rural areas.

it should be noted that European nations moved into the
phase of industrial growth in the nineteenth century with a
quite different historical background of social and political
institutions and cultural systems form those of Africa today
or those - still widely different - of Asia today; the world
as a whole of the nineteenth century was also a quite different
world form that of today. It cannot be assumed, therefore, that
the less developed countries will or should go through the same
institutional changes that Europe went through in its early stage
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of industrialization. Bach country has the unique problem in de-
velopment of building its future out of its own past.

While there are roughly discernible institutional differen-
ces between developed and under-developed countries, there is no
simple ome-to-one relationship between instituvional form and
economic development. Thus, both high productivity in industry
or agriculture and low productivity are found under a variety of
institutional forms. Institutions exist for reasons other than
economic, and institutional changes may or may not be desireable
for reasons other than economic social - justice, the dignity,
equality and freedom of the individual. It is perhaps natural to
believe that the kind of institution most desirable for non-eco-
nomic reasons will therefore be inherently most effective econo-
mically. Other things being equal, a socially desirable institu-
tion may well be economically more effective for the simpie reason
that it is more socially desirable: it enlists the participation
and motivation of the people concerned. There is evidence, however,
that economic production, at least in industry, can take place at
high 1levels even under a forced labour system in which individual
morale counts for relatively little, being replaced by terror and
similar strategies of the State. '

When countries that have achieved exeptionally rapid economic
growth during this century - for example, Canada, Germany, Israel,
Japany Porto Rico, the Union of Soviet Socialist Republics and the
United States - are examined individually, it will be seen that
their economic development has in fact taken place under a rather
wide range of institutions - politiecal, religious and social. The
fact that a country has progressed economically with one kind of
institution does not prove, of course, that it would not have pro-
gressed faster with another. An institution can hgve a braking ef-
fect, which is concealed by the net forward movement when powerful
developmental pressures are at work.



s Br

The centuries mentioned in the preceding paragraph as being
among those having achieved rapid economic growth during this
century do, however; have one institutional factor in common: name-—
ly, the important role of +their educational institutions. Further-
more, much of the education is deliberately and strongly oriented
towards technological change and economic progress unlike, says
the educational systems of medieval European scholasticism or tra-
ditional Chinese scholasticism,

liore generally speaking, what appears to be of primary impor-
tance in a social institution - from an economic development point
of view - is, in the first instance, its orientation towards change
and development, its readiness to adopt or support new technologies;,
and its influence on the abilities, attitudes and energies of indi-
viduals acting through it or controlled by it. A radical change of
institution may be necessary in order to provide the occasion
(and the symbol) for the release or growth of these forces and the
achievement of a new orientation especially when progress is pre-
vented by vested interests. Alternatively, a social institution may
in some cases adapt itself, without extensive changes in external
form, to accomodate the goal of economic development, as, for
exampley in the adaptation of the Japanese family system at the
beginning of Japanese industrialization, or the adaptation of the
English system of landlordism to modern agricultural development.

There are few institutional changes more widely recommended
today than agrarian reform in economically under-developed countries,
particularly where absentee landlordism directs its energies towards
the maintenance of the status quo rather than towards developmente.

At the same time, the peasantry in such countries is often illite-
rate, traditionalist and deeply conservative in nearly all matters
except the distribution of agrarian income., Agrarian reform invol-
ving the transfer of ownership to this sector of the population,
however desirable from the point of view of social justice, does



