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INTRODUCTION

The Spread of the Planning System

Planning of national development has become widespfead 281l
the Third World countries since the 3econd World War an.
since the achievement of independence.

All the Third World countries, whatever their
economic and social systems or tie laevel of their dovelopment,
claim to use national Planning s an instruanssat capable af
speeding up their economic and soecial devslopment. The gensral
spread of this syastem leads usg tao ask,; along with MYROAL (1),
whether we are not dealing with a certain idaslogy of ecgnamic
planning. The major reason for thia aprasd lies in the Faot
that in these couatries the State 2ust 221 wants to take &m
active part in the process of economic developmant,

Given the widespread rigidity to which thuese
societles are subiect and the incapacity of the macrket fopses
to bring about change, the State has realized that if chenge
is to take place, it must itself intervens,

A plan thus becomes a complex of scenomic messures
expressed in the form of quantitative goals and clearly.-
defined tasks (2),

This plan comes to be considered not oniy as vhe
main instrument for coordinating the varicus politizel mesnns,
but also, and above all, as the main instrument for achieving
a certain degree of rationality.

Reasons Explaining the Spread of Planning

Other reasons have played a role in the spread of pilanning as
the main instrument for ensuring a high and rapid rete of
economic growth. Among these reascns, we must list, first of
2ll, the demographic factor. It is well recognized that +the
demographic trends in the Third World countries, in both their
quantitative and qualitative aapects, represent a serious
stumbling block along ths road to economic and social
development . '

The demographic conditions of a quantitative nature,
relative to birth~rate, death~rate and age astructure,togethear
with those of a qualitative nature; represented by the
overall accumulation of human skills, have attractsd thke
attention of some authors, who tend to see in this demographic
aspect a basic obstacle te all efforts at development, They
hold that the particular characteriastics of demographic
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evolution in the Third World countries constitute a sort of
block, to the extent that every increase in income is

jmmediately translated into a decrease in mortality 2+d an
increase in the birth-rate, This situation has led ceitain
economists, H. LEINENSTEIN in particular, to see in is the

origin of a vicious circle (3).

Another reason lies in the changes that have taken place in
international capital movements, which require the governuments
to resort to planning, to a greater or lesser extent. At one
time, during the colonial era, the capital requiremenss of
the underdeveloped countries were ensured by the internati
capital market; this influx took the form of dirsct private
investment. Now, instead, the greater part of capital influ
depends on inter-government agreements and +akes the for
public, intergovernmental loans. Theprefore, before supplyi
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the capital, the government making the loan and the I.B.E;
want to see some well-defined investment projeot. LUUE:
into a plan of aconomic and social development i4!.

A fourth reason lies in the trends of internation
which can be summed up as follows: on the one side,
towards stagnation in the volume of exports from the
developing countries, made up essentially of raw materials,
and the century-old deterioration of their terus of trade,
both of which have led to a decline in earnings; and, on the
other, the trend towards a constant increase in imporis as a
result of industrialization. The result is a chronic deficit
in the balance of payments in almost all the developing
countries and, as a consequence, their limited capacity bto
import the indispensable to continue industrialization. To
remedy this state of affairs, most of the developing
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countries have practiced a policy of substitutipng imporis,
3 . . . - - N : P
a policy which in turn regquires a certain planmnug in the
use of their foreign currency holdings (5)- St
"'\_\‘
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The fifth reason for the spread of the planning systen~
in the fact that it costitutes one of the principal means
achieving a higher level eof that national unity which had
suffered so long during +he colonial period: in the first
place because it creates a nevw institutional structure for
channeling government policy and, in the second, because

when planning is crowned with success, it becomes & gymbo

of national success (6)s

Aside from the above reasons, connected with the {internaticna:
situation of the Third World countries, there are
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we can consider as exogeneous, since they are connected with
ideological influences coming from the outside, and
particularly from the Eastern countries.

In fact, the planning practices systematicall used
by the Socialist countries, whici Mave permitted them to reach
social and economic development in & short time, have
fascinated the Third World intellectuals; making them ardent
advocates of planning.

It should he remembered that some Western capitalist
countries, particularly France and Xtaly, also adopted
planning to solve the problems of economic reconstructicn sfter:
the Second World War.

However, although we encounter planning in almost all the

‘developing countries, its extent and subject matter very

greatly according to the economic and social systems. In those
countries with planned economies where the principal wmeans of
production are cwned and exploited by the State or cooperatives,
planning is generalized and imperative in nature; in thosse
developing countries with market economies, instead, where the
means of production belong largely to the private sector,
planning is essentially reduced to consultation between this
sector and iLhe public sector; it is indicative, and real
planning in execution is limited to the public sector (7).

The Disappoint Results of Planning in Most of the
Developing Countries

Although planning has been adopted in almost all the Third
World countries, the results obtained during the past decade
have not been up to expectaticns. In fact, despite the
disparity among growth rates registered in the various
developing countries or regions, and the basic variety of
economic and sccial conditions, the overall growth rate of
gross national product achieved by these countries during the
period 1960-67 was about 4.6% per year, but the gross national
growth rate per capita wns only 2%.

In many countries, the average overall growth rate
per capita of gross national product actually decreased with
respect to the average rate achieved during the 1950's. Few
countries have made really rapid progress, if we exclude thosze
that have benefited from exceptionally favorabls external
conditions (particularly the oil-producing countries}.

Tn many coun®ries, instead, the growth rate has
been very modest; in particular, the result obtained in many
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countries with large populations and low per capita incomes
has proven to be clearly insufficient.

During that same period, the developed cowr’ries
maintained a high economic growth rate. Between 1960 - nd
1967, the developed countries with market economies achieved
an overall growth rate of gross national product equal to
5.1% per year and a growth rate per capita of 3.8%.

In the countries with planned economies, such as
the Soviet Union and the Esstern Furopean countries, the
overall growth rate of gross national product was 6.7% and
the rate per capita was 5.4%.

The developed countries have msde new progrosz in
science and technology snd havé intensified their trade and
cooperation (8).

If we take the growth rate of naticnal product as
the main index of development, the results are disappointing;
but they become even more disappointing if we consider the |
extension of economic and social structural transformations
necessary for development. As is known, the econowmies of
developing countries are characterized by a duality, because
of which economic and technical progress leads to an accentua-
tion of the contrasts between the modern sector and the
slower sectors and points up the social and economic
disparities. Their social structure presents various
inequities and an element of rigidity which can be ascribed
to the basic regime, the political structures, education
systems, external forces and various traditional practices
and modes of behavior. Under these conditions, an increase
in production or income represents only one of the indexes of
development. Such an increase must be examined together with
other indexes revealing the other aspects off development,

Many authors ask, and not without reason, whether
there is not a certain impossibility for development in the
Third World countries.

Poverty and underdevelopment contimue to exiszv &8
a dynamic process that widens the gap between rich countries
and poor countries {(9).

There are those who have ggﬂé?éo'fam as to question the
utility of planning for economic development in these
countries. The main cause of this pessimism is the slow-down
in economic growth in the developing African countries. In
fact, Africa is much less favered than the other underdevelopud
continents. Only seven African States have achieved aa annusl
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per capita income of 200 dollars, while in 15 out of the 39
independent countries this figures is less than 70 doll: s.
guch a low income level is accompanied by all the class:
symptoms of a poor economy: a short life-span, low educusion
levels, a backward agriculture due %o the low productivity of
the subsistence sector, insufficient integration of the
economies, etC.see (10).

Some of the Big Problems Encountersd by Flanning

The political instability of almost all the Third World
countries prevents the creation of a political power capabls
of carrying out a minimum of social Lranzformations; morsover;
g0 as to avoid attacking certsin vested interests hesd on,
some governments simply do not take sosial measures or
restrict themselves to very limited ones, (11} Mamy of thew
waste most of their energy in political power gawss; rather
than devoting it to economic and social progress.

The demographic factor contributes to worsening the nondlitions
of development and planning, since in most of the Third World
countries energetic measures for family planning t6 improve
the unfavorable demographic conditions have not besn taken.
Heavy demographic growth, higher than 2,5% per year, has eaten
up the narrow profit obtained through increase in gross
national product, (11-a) Heavy migration from the rural areas
towards the cities has upset the balance between urban and
village life, creating serious problems in housing, trandpor-
tation and jobs. The high -birth-rate and low death-rate have
produced a bottom-heavy age structure, which has raised the
level of national consumption and forced the governments to
channel a considerable part of their rescurces into inveatment
projects whose returns are indirect and long-term, such 2=
education, health and clothing. The slow-down in the growth

of agricultural production has often endangersd the sconcmie
and political equilibrium, and consequently, aleo the davelop-
ment process.

A certain number of Third World countries, among which Egypt,
which at one time thought their internal food supply to be
sufficient, have been forced to pealize a deficit in cereal
production. They must therefors sacrifice increasing sums of
foreign currency to import food to make up for the insufficient
quantity available, To resetablish the balance in food
production would require action for the transformation of
agriculture and the connected zectors. Butthis transformation
is not possible without poiitical structures capable of
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adopting a radical agrarian reform (12). In those countries
where an imbalance in the structures of the food sectc:
already exists, we can expect to see the application f
planning periodically jeopardized by crises in supply .nd
currencies constantly threatend b gzlloping inflation.unless
the development rates projected for the other sectors ar
reduced or long-term aid in food supply is cbtained from
abroad,

13. Another big difficulty encountered by planning lies in the
fluctuations of export income and the uncertain variaticns in
international aid. As is known, foreign zurrency resourcss
represent a decisive element in determining the real evoliubion
of total production, investments snd comsumption during any
given year. Most of the Third World cconomies are not
autonemous, in the sense that a large part of their total
production is destined to foreign trade or comes Trom foreign
trade., Furthermore the production capacities of these
economies adapt but poorly to the present structures of demand .
and particularly to the structures of the new demarnds that
progressively emerge as the economy expands., The supply of
intermediate goods and equipment goods is negiigible when
compared with Llhie growing need for those goods regquired for
new projects, whereas the couutry's capacity to impuri is
increasingly unstable., In fact, the stagnation in the volume
of exports and the deterioration of the terms of trade for
basic agricultural products (13), on the one hand, and the
fluctuations in the flow of foreign capital towards thae
developing countries, on the other, are the underlying causs
of an insufficient capacity for importation., In the face of
this situation, many countries have been forced to reduce
their rates of eccnomic development. To remedy the laci of
foreign currency and permit the implementation of their plans,
most of the Third World countries have been forced to azi for
financial aid and technical assistance. Unfortunately, the
volume, distribution and continuity of this aid depend o=
many political facters and are, conseguently, subject to the
vicissitudes of international politics. We must point ouv '
here that as concerns international aid, we are still far
from the goal auspicated by the U.N. General Assembly when
it invited the rich countries to devote 1% of their gross
national product to international aid, L. PEARSON, called to
preside over a U.,N., commission for cooperatio:n and develop=
ment, expressed the same goal and invited the rich countries
to grant their ,aid through the internationsl organizatians{ié}e
But the rich countries devote only 5% of the gross nationsi
product to aid, in the form of ereodit, aid and capibal
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investments, Furthermore, we hold that the capital imported
by the underdeveloped countries more or less, equals what they
lose through the expatriation of profits, interest on loans
and credit and inequitable trade terms. The pProspects in

this area are by no means good, since the developing
countries' capacity to pay back loans will necessarits limit
their borrowing abroad (15), ;

We must therefore conclude that international aid
must be extended, improved and, above, all. coordinated with
the internal economic situations of the developing countries,

Another difficulty arises from ths shortage of skilled
manpower and personnel required for the alaboration and
implementation of the plans and projecis, as well as in the
management of enterprises. For many cocuntries, the lack of
skilled personnel represents one of the main obstacles 4o
Planning and the execution of the werk reguired for develope
ment,

The narrowness ©f markets poses another problem. This
narrowness is particularly marked in many African and Middle
Eastern countries, small States whose population isg tao
limited {16) to build up a demand sufficient to support
basic industries, such as metalworking and mechanics., This
problem raises another: the problem of regional integration
among these countries,

We cannot conclude this list of difficulties
without recalling the weight of armament, which absorhs =2
large part of the resources of certain defeloping countries,
At times, military spending exceeds the total of ail invest-
ments and obviously constitutes a serious loss for these
countries and the most sericus reason for their economic and
social backwardness,

In the face of these problems, we do not share the hopas
expressed by the U.N. experts with regard to development
predictions for the 1970's (17), unless some sericus
rethinking takes place on the Planning system as practicad
so far,

In this report, we shall attempt to make some
suggestions aimed at improving the planning system, as the
main instrument for economic development. These suggesticne
refer: a) to the scarse importance given by the authors of
Plans tc the role played by non-economic factors in develicp~
ment processes; b) to the growth models currently resocried
to in the elaboration of plang; c¢) to the nesd to trasform
the agrarian structures; d) to the importance of action to
change the demographic structures; e) to the realization of
democracy through planning.

D TP ——
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Neglect of non-Economic Factors in Planning for
Development

Many Third World countries seem to have been surprised to
discover all of a sudden that national development, and
particularly a planned development aimed at maximal growth

and deep structural change, is a slow process indeed, But thay
were even more surprised to discover that, despite thedr
efforts, they could not succeed in creating an envigrcenment
capable of guaranteeing the continuity of a developmcit Processs
They discovered that the greatest obatacle to overcoms 13y in
institutions, habits and traditions that prevented the
creation of a new man., In a larye pari of these countries not
enough has been done to increase the possibilities for
successful implementation of their developmsnt pians through
a minimum of essential institutional reform. It is for this
reason that in most of these countries planning has been
experimented in a relatively unfavorable social and istitu-
tional context.

To this difficulty we must add the widespread
practice, on the part of the organs jn charge of planning, cf
considering only the economic factors (capital, savings,
investment, etc.), to the neglect of the non-economic factors
(traditions and institutions).

The Complexity of the Social System

Today everyone admits that a sccial system is made up of
economic and non-economic conditions (or factors), linked
together in a cause and effect relationship to the sxtent
that a change in one cenditions -brings about changes in the
others.

In Marxist terminology, the economic factors
constitute, in a way, the infrastructure; and the non-sconomic
factors, the super-structure.

The main economic factors are connected with incoms,
production and living standards. The main non-economic factors
concern attitudes towards 1ife and work, institutions and
political behavior (18).

From an economic point of view, the most important
general characteristic of the underdeveloped countries lies
in the fact that the average productivity of labor is ver:  lc
and, consequently, national production is also low. The resul:
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is a low national income per worker and per capita. The low
level of productivity and income can almost be taken as -
rough index of the level of underdevelopment of a countr: (19).

The industrial sector, ard particularly the bi:
industrial sector, is minimal. 1z il the other sectors, and
particularly in agriculture and the crafts, production
techniques are primative and capital intensity is low. The
relationship between savings and income is very low; conze-
quently there are no long-term preoductive investments. ‘
Economic and social infrastrutcutes, particularly in the
transportation and energy sectors, are inadequate. The uii-
lization of manpower is low as concerns participation, duration
and effectiveness, and this, in the last analysis, determines
the low productivity of labor.

These conditions are directly interrelated; thus,
the low rate of savings tends to limit the formation of
capital; the primative production techniques are parily the
result of low capital intensity, since more advanced techniguss
would require more capital per man, The same holds true for
the distribution of the labor force among the varicus sectors
of the economy; thus, while many workers are employed in
activities requiring litile or nou capital, only a few are
comployed in activities requiring a large amount of capital,
but also capable of increasing production. The low productivity
of labor and its inefficiency are, to a large, extent, the
result of primitive techniques and insufficient capital.

In the underveloped countries, living standards tend to he low
for the great mass of the population and to present specific
quantitative and qualitative deficiencies: inadequate nutrition,
poor housing conditions, inadequate medical and pharmaceutical
care, inadequate facilities for education and culture at all

levels, etcess

The low living standards are primarily due to the
low levels of productivity and inceme; reciprocally, they ara
the cause of the low productivity and inefficiency of labor,
which figure among the causes of the low income levels.

This triangular causal relatioship between producti-
vity and income, standard of living and productivity and
inefficiency of labor is one of the crucial determinants of
development.

Attitudes towards life and work are deficient from various
stand-points: a low level of discipline and punctuality in
work; superstitions, lack of enthusiasmn, adaptabliity?ambitxon
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and interest in general in change and experimentation; disdain
for manual labor; passive submission to authority and :
exploitation; a poor attitude towards cooperat%nn; 1li stle
notion of personal hygiene, etCe oeo

All these attitudes together indirectly, b 3
negatively affect the conditions of production and the
utilization of income to obtain the highest possible living
standards. In the opposite direction, however, these undesirable
attitudes are all to a large extent functions of the low living’
standards and therefore, indirectly, of the low levels of
productivity and income, of which they are, at the very same
time, one of the causes.

This causal relationship is alsc among the erucial
factors underlying underdevelapment.

The national community is also characterized by &
certain number of istituticnal conditions unfavorable to
economic development: archaic agrarian structﬂrﬁsg inadeguate
t; inadeqguats
=~
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institutions for enterprise, employment and credi
national consolidation; inadequate authority of g
organs; instability and inefficiency in national politics; low
standards of efficiency and integrity in the public administra.-
tion; inefficient provincial and local govermment bodies,etcC...

Underlying all these institutional weaknesses is an
insufficient level of popular participation.

On the basis of this list, we can recognize the
complexity of the social system, since the causal relationships
are not limited to within each group of factors, but also
exist among the different groups.

3
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The interdependence among factors is neither s
nor clear. If we could list the individual factors and
all their causal relationships,then perhaps we could give
complete explanation of the cause and effect relationships
underlying the present state of these factors, their changes
or total lack of change.

W
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A very common idea in the literature of underdevelopment tends
to explain that social progress in the poor countries is
dominated by vicious circles (20), of which the best-known

is R, NURKSE's vicious circle of poverty. According to this
idea, a situation of equilibrium of self-perpetuating
underdeveloping leads to economic stagnation. The poor man is
poor because he is poor; and indeed he tends to get poorer
because he is poor.
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The greatest criticism that can be addressed to this
concept lies in the fact that it does not explain the ‘ies of
causality existing between the economic and social faciors,

It gives no indications on the threshold (21) beyond wiich we

‘can be sure that a cumulative upweard movement will begin; nor

does it explain‘why in reality, even though this threshold is
reached, this upward movement does not take place, The tiss
of causality in this case would consgtitute an advantage,since
the process would be self-sustaining.

Separation of Economic_and non-Economic Factors

Despite this evidence, many economic models and most of the
works on planning separate the economic factors from the non-
economic factors, concentrating theig analysis on the former,
This tendency is based implicitly on the following premises:

1) that the chain of causality goes from the economic conditions
to the non~economic conditions; in other words,; the infra-
structure dominates the superstructure. This Ffirst hypothe-
sis, as G. MYRDAL (22) reminds us, is often tantamount to
accepting the Marxist hypothesis according to which culture
is a superstructure built on the mode of production and
thus simply a function of economic conditions and,specifi-
cally, of production (23).

2) that efforts to directly change the non-economic conditions
are difficult, if not impossible.

3) that economic factors are considered more accessible to
observation and analysis than are social factors.

4) that economic quantities are objective, since they can be
reduced to a common denominator and expressed in monetary
terms, which is to say that they are quantifiable, whereas
social factors are not and therafore cannot be the objects
of value judgements, But these ideas are false (24).

One of the consequences of this separation has been the
concentration of planning efforts on the esconomic factors. The
governments'! efforts at implementing development planning by
means of investments in infrastructures and new industries
have produced a certain increase in production and income in
some sectors of the economy. But the extension of these results
to the other sectors has been weak or absent. The reason is
that this extension has been prevented by attitudes and
institutions., The "take-off" can be abortive and not have asg

a result a self-sustaining growth. In effect; in the under~
developed countries, attitudes and institutions are gensrally
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less favorable to the extension of development stimuli than

in the highly developed countries. In the latter, a long
process of adaptation to rationality has already taken place;
giving rise to a collective mentality, attitudes and idgieas,
spread by education and generally penetrating social rzlations.
In the underdeveloped countries, instead, efforts at convincing
people to accept innovation encounter greater resistance, and
the development stimuli may be hindered or brought to nothing

by the existing attitudes and institutions.

In writings on the problem of development in the
underdeveloped countries, it is always admitted that a ciose
relationship exists between the effectiveness of development
policies in the economic sphere and ths prevailing attitudes
and institutions. Indeed, it has hecome almost a cliché to say
that the political revolution will have te be followad by a
social revolution in order to permit an economic revolution,
But despite these stereotyped statements, the tendency in
practice seems to be to hope that social changs willi follow
in the wake of economic change, since an economic development
is what is in fact attempted. '

The exclusion of the non-economic factors from the
models normally used in economic analysis and planning nas
produced a seriocus distortion (25) in our underslanding of
the development processe.

y &

It seems evident that the practice of separating
the economic factors from the non-economic factors and the
importance given to the former, to the detriment of the latter,
is a result of the fact that economic policies are easier to
implement than social policies, which challenge vested
interests, violate deeply-rooted jnhibitions, offend traditions
and beliefs and work against the dead weight of social inter

The socialist countries, particularly the Soviet

Union and China, have used State force to change attitudes and
institutions. But the almost totality of the governments in
the underdeveloped countries do not want to follow this axample.
They barricade themselves behind the term "democratic planning?,
but this is only a way of hiding their lack of resolution and
ability in using force to enforce existing laws and regulations
and, to make new ones.

The "soft!" State (26) is one of the main characteri-~
stics of underdevelopment and the principal reason for the
failure of planninge In fact, it helps to raise almost insurmoud
table obstacles and inhibitiens in the way of developmente. By
protecting all the factors outside the economic sphere, froi
preventive and vigorous attack, i% seriously hinders economic



