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The Vice- Chancellor Speaks

Sir Ponnampalam Ramanathan Memorial Lecture
is an annual event at the University of Jaffna
during the aftermath of the General Convocation.
The lecture is funded by an Endowment instituted
by the Board of Directors of Parameswara College
in 1980. The theme of the lecture usually centres
round subjects related to tradition, religion, society,
techrology and human values.

The lecturer this year is by Professor N. Bala-
krishnan, Head, epartment of Commerce and
Management Studies. His lecture to -day will be on
‘From Growth to Development = Review of Perspec--
tives and Strategies’. As one who has specialised
in development studies he could be relied upon to
present us a clear picture of the state of affairs
in this particular area of study. And it goes without
saying that the lecture will be a fitting tribute to
the memory of the eminent statesman that Sir P.
Ramanathan was. The primary interest of that leader
having been the formation and development of a
healthy nation, to-day's subject would have been
something very dear 1o his heart.

I have grear pleasure in inviting Prof. N.
Balakrishnan to deliver his lecture.

University of Jaffna.
1991-07-09. Vice-Chancellor







SIR P. RAMANATHAN MEMORIAL LECTURE:

FROM GROWTH TO DEVELOPMENT
A Review of Perspectives and Strategies
By
Prof. N. Balakrishnan,
Head Department of Commerce & Management,
University of Jaffna.

In this presentation an attempt is made to highlight
the theoritical, conceptual, and policy issues in growth,
development and welfare relationships in the Third World
context. It will also indicate how and why the underlying
major policy perspectives and approaches have changed
significantly since the early 1960s, bringing into sharp
focus the complex and multidimensional aspects of develop-
ment process and development goals.

Today’s lecture will concentrate on (i) important as-
pects relating to growth oriented strategiecs and policies,
(ii) the perspectives that shifted the emphasis to income
distribution, income inequality, poverty and ¢ basic needs ’;
(iii) policy orientations arising from (iv) given expression
somewhat differently in terms of ¢growth with equity’,
* redistribution with growth ’, and ‘ growth and poverty
alleviation ’, and (v) questions relating to ¢ rethinking * de-
velopment and redefinition of deveclopment, emtracing broader
dimensions both in relation to development process and
development goals in the context of contemporary dcvelop-
ment experience in the less developed or Third World
countries. In a review of most such themes, strategies
and policy approaches - including international aspects — what
will also inevitably be highlighted are the important phases
in the ecvolution of the post —second world war Third
World — centred mainstream development thinking and develop-
ment economics ’.
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From Adam Smith to Gunnar Myrdal

Gunnar Myrdal’s monumental work about under develop-
ment and development Asian Drama, appeared in 1968,
when already some of the earlier theoretical and conceptual
notions about growth and development, derived largely from
mainstream development economics, came under critical re-
appraisal. Myrdal’s work appropriately enough, carries a
sub - title, An Inquiry into the Poverty of Nations indi-
cating its nature and scope and the primary emphasis in
dealing with problems of development and planning for
development in the South Asian region, particularly South
Asia in which India, inevitably, receives a wide coverage.
From a methodological and theoritical standpoint, the chief
merit of this study centres around what the author calls the
* institutional approach’. Myrdal observes: ¢‘the central
idea in institutional approach is that history and politics,
theories and ideologies, economic structures and levels, social
stratification, agriculture and industry, population develop-
ments, health and education and so on, must be studied
pot in the isolation but in their mutual relationships.l Very
often development economists have concentrated on economic
factors, isolating them from or paying inadequate attention
to, ‘non - economic * factors. In the early phase of develop-
ment economics - after the end of the second world war-
it would be true to say that *techno economic ’ dimensions
of development received greater aitention, while the ¢socio-
cultural * dimensions were not sufficiently probed in the
analysis of under - development or development.

Myrdal further states that his endevour to apply an
institutional approach {s an attempt to analyse the develop-
ment problems (of South Asia) in [a manner Adam  Smith

studied England’s development problems (mearly) two
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hundred years ago.2 Adam Smith, one of the foun-
ders of modern economics, wrote his famous treatise,
meaningfully titled, An inquiry into The Nature and Caases
of Wealth of Nations. His Wealth of Nations was not only
a major treatise that laid the foundations of modern econo-
mics, it is also an important work dealing with problems
of long run economic development. Though written two
centuries before and reflected the major concerns of an
earlier period of nascent industrial capitilism, there had been
some continuity in the evolution of economic thinking on
development from Adam Smith’s Wealth of Nations to
Myrdal’s, Poverty of Nations. If Adam Smith’s Wealth of
Nations expressed, essentially, the optimism of an earlier
era about capitalist path of long - run economic development
Myrdal’s Poverty of Nations provides a sharp contrast in
its attempt to unravel - largely through the institutional ap-
proach — the complexities of transition from a state of under-
development, conditioned by an interactive process involving
a multiplicity of factors -~ both economic and non - economic.

Adam Smith’s Wealth of Nations and writings of other
classical economists contain the essentials of early growth /
development eeonomics. Adam smith stressed the importance
of market forces (the ¢ invisible bhand *), free enterprise,
specialisation and division of labour *, capital accumulation
and technology and minimum state intervention, ie, laissez~
faire. Based on these and other factors, his analysis provi-
ded strong theoretical and ideological foundations for the
development of industrial capitalism, Britain took the lead
in the development of industrial capitalism, followed by
Western Europe and later North America, which wushered
in what Simon Kuznets calls the era of * modern’ economic
growth - fundamentally different from the earlier periods -
with all its associated and identifiable characteristics.
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Sustained increase in output, significant structural changes
in the economy, technological advance and capital accumu-
lation, changes in social structure and institutions and inter-
national spread of growth are among the major compo-
nents of modern economic growth, which in Kuznets, view
represents a distinct epoch dating back to the Ilate 18th
century and confined largely to economically developed
countries. Elaborating on the distinctive aspects associated
with modern economic growth, Kuznets has identifed six
major characteristics, namely: high rate of growth in per
capital product and increase in population; rise in factor
productivily, marked structural transformation in the economy;
changes in the structures of society and ideology; interna-
tional spread of growth through the developed economies;
induced by technological advance, and limited spread of
economic growth benefiting only about one - fourth of the
world population.3 The major characteristics identified and
elaborated not only stress growth and growth inducing factors,
but also structural changes in the economy as well as in
society. Much of what is indicated above also influenced
the thinking about growth and development in the less de-
veloped countries. That three quarters of the world’s population
and the countries inhabited by them have remained outside
the reach of modern economic growth forms the central theme
of a paper by Richard Easterlin with a suggestively framed
title, ** Why Isn’t the Whole World Developed?’” He observed
that development had spread from northern and western
Europe and then to some regions of relatively recent settle-
ment; but it had not spread to most of the world.a

By the {late 19th century capitalist development had
enlere:i a new phase which even Adam Smith would not have
anticipated. The phase of competitive or laissezfaire capita-
lism came to an end and the transformation led to, what
in Marxian approach is termed, ° monopoly capitalism * with
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concentration of ownership of capital and centralisation of
production, control over markets, and expansion beyond
national frontiers, seeking profitable outlets for investments
overseas with the export of capital assuming an important
place.

What Simon Kuznets described as the compulsion to
reach out to the rest of the world by the developed or
mature capitalist economies was seen ditferently in terms of
Marxist - Leninist perspective as the stage of monopoly capi-
talism - the most important feature of capitalist expansion in
the 20th century taking the form of (capitalist) imperialism.
Whichever way one looks at it, what is important to note
is that capitalist development entered its most expansive
phase with a global impact.

By early decades of the 20th century capitalism has
become a world - wide system and the present day Third
World countries in the early periods of their history were
drawn into the orbit of world capilalist expansion. Most
of the present day Third World countries have had a colo-
nial past. The international division of labour that evolved
since the late 19th century has been largely determined by
the pattern of imperialist expansion and colonial rule; this
pattern in its basic form continued even after the colonial
rule formally ended - with ¢ nco - colonial * influence and
penetration. These aspects are relevant to the understan-
ing of the contemporary scene as well. The framework of
international economic relations stemming from trade, aid
and capital flows-in the context of less developed count-
ries have given rise to conflicting perspectives with regard
to trade and development, The liberal or neo - classical
perspective is pro - trade; it views trade as an ¢ engine of
growth ’ and firmly supports the growth promoting aspects
of trade and international market integration and an out-
ward looking strategy. The so - called structuralist perspective
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views trade - development relations critically and speaks of
adverse consequences for less developed countries from the
historically evolved structure of international trade and
economic relations. The views of the dependency or neo -
Marxist theories are even more radical, ranging from being
strongly critical about the impact of trade to attributing
¢ underdevelopment * itself to the pattern of ¢ unequal’
system of interpational trade and international economic
relations that had evolved in the past.

II

Third World Countries — Main Characteristics

Economic development of the Third World or Iless
developed countries emerged as a major concern both
at national and international levels after the second world
war. This period may also be considered the first important
phase in the evolution of development economics as a sepa-
rate and specialised field of study. With decolonisation
and political indepedence, questions of rapid econcmic deve-
lopment came to the forefront in the newly emergent nations
with colonially inherited and distorted economic structures,
‘newly established political systems engaged in the process
of nation — building, traditional social structures and a
political leadership dominated by elites, largely drawn from
the western educated professional and other wealthy sections
of the population.

By the early 1950s although development economics-
devoted to the study of socio —economic development in the
less developed economies branched off into a separate
discipline, it was not totally free from the influence of
« orthodox economic theory ® — classical, nco — classical and
Keynesian variants developed in the context of western ex—

perience. Myrdal takes a critical view of what he calls the

« western approach ’, refering to the transference of western
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economic theories and concepts to the study of problems
of development or underdevelopment in the less developed
countries. This approach that found its way in the main
stream theoritical analysis of development problems, in
Myrdal’s view, becomes a ¢ biased approach ’5

Western development experience has considerably influ-
enced the basic Perceptions about growth and development.
Development economics itself branched off from its parent
discipline, Economics, which contains much of the main-
stream theory distilled from western experience. The relevance
or appropriativeness of so - called ¢ western - oriented apporach’
can and do present serious methodological and conceptual
problems in the study of development related to the less
developed economies, In the analysis of development pro-
blems of less developed economics, the uncritical application of
conce pts, theories and models evolved essentially from
western experience may not be helpful and may even be
inappropriate .6 Although there was sufficient awareness
on this among many development economists, the influence
of the orthodox ¢ western — oriented * economic theory and
analysis is ncvertheless felt in the theoretical and conceptual
formulations dealing with problems of less developed econo-
mies, implicitly. if not explicitly, in prominent and less
prominent forms.

The Third world countries though viewed collectively
in relation to most of their common problems and charac-
teristics and similar development goals are nevertheless s
heterogeneous group, They include countries in different
geographical regions Asia, Africa and Latin America and
diversities amongst them can be seen in terms of a number of
factors, such as, size and population, resource endowments
economic structures and living standards, social aod structures
and political institutions. Notwithstanding such diversities,
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most of the Third world countries do share a number of
common characteristics, the most salient of which are con-
veniently summarised by Michael Todaro in following terms:
low levels of living; low levels of productivity; high rate of
population growth; high levels of unemployment and under—
employment resulting in a marked degree of labour under-
utilization; high dependence on agricultural production and
exports of primary production; dependence and vulnerability
in international trade and economic relations.? These
inter-related characteristics, most of which often reinforce
each other and inteiact with each other not only result in
low per capita income, but also in high degree of relative
income inequality and absolute poverty of large segments
of population. Poverty in the Third World context not only
means very low incomes but is also associated with other
forms of socio — economic backwardness and deprivation
such as, poor health conditions, malnutrition, low literacy,
infant mor(ality, low average life expectancy and lack of
access to other forms of economic and social wellbeing.

The wide gap between rich and poor nations the
developed and less developed nations in income levels and
other aspects of socio —economic wellbeing is the most
dominant feature of the contemporary global scene. In the
world’s estimated total population of 5206 million (1989)
the developing economies or the low and middle income
economies — according to the current World Bank classifi-
cation — accounted for three — quarters of the total, but contri—
buted to only 16% of the world’s total GNP of 20,736
billions cof dollars. In contrast the developed industrialised
countries — the OECD member countries — accounting for only
152, of the total world population contributed to nearly 70%
of the global GNP in the same year. There are, according
to the same World Bank classification, fourty one (41) low
income economies or countries with a per capita income
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of $580 or less (1989). They together constitute 50% of
the total world population, but had a share of only 5% in
the total world GNP. These so-called low income countries
had an average per capita income of $ 330 in 1989, while
the middle income countries had an average per capita
income of $ 2040; and low and middle income countries
taken together recorded an average per capita income of
$ 800. The sharp contrast depicting the income gap in
absolute terms is evident when it is seen chat industrialised
countries - OECD members — had an average per capita in-—
come of § 19,090 per annum. Even the so —called middle
income cconomies had an average per capita income ( $2040)
which is only about one — tenth of the average per capita
income of industrial countries.8 The differences in per capita
income levels within the developing economies is no doubt
vissible; but the gap is substaintial between them and
industrial countries.

Growth -~ Oriented Perspectives and Strategies

In the 1950s and early 1960s the perspectives that
dominated thinking about growth and development in the
Third World context —and consistent with the * mainstream’
development economics — reflected certain characteristics, the
most notable of which were: growth of output or growth
of per capita output, accumulation of capital through in—
creased saving and investment supported by external assistance;
technological change; industrialisation and emhanced producti—
vity in modern sectors. Tony Killick, a prominent develop—
ment economist, elaborared this dominant view, summarised
in the following propositions; (i) economic development is
viewed as a process of (discontinuous) structural transfor—
mation, (ii) beyond the critical level of per capita income
growth can become sclf — sustaining, (iii) to break out of
the low income trap a ‘critical minimum * effort or a
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< big — push > will be necessary, (iv) to initiate this big
push many resources inputs will be required, but the most
single important component is a substaintial increase in the
rate of investment, and (v) development entails industriali—
sation, which may initially be concentrated in manufactured
products for the home market.9 Killick further observed that
mainstream development e¢conomics of the 1950s was highly
interventionist. It established <‘powerful theoretical and
practical arguments against the reliance upon market mecha—
nism and advocated a strategy of development which placed
the state in the centre of the stage’.10 These propositions
and observations very well reflected the most important
theoretical, conceptual and policy approaches widely prevalent
in the 1950s and 1960s; they also by and large represented
a body of development thought — pertaining to the less deve—
loped countries — that gained prominence during this period
and influenced development strategies and policies.

One influential early model that viewed the develop-
ment process — broadly in terms of the historical experience
of the west - through a ¢ two sector ’> model was put
forward by Arthur Lewis,31 a pioneer of development
economics. Based on the existence of a subsistence rural
agricultural sector with ‘surplus labour’ on the one hand,
and a modern /urban industrial sector on the other —in
a less developed economy -the development processes s
shown by Lewis as a transformation through the expan-
sion of the modein sector with the transfer and absorption
Jabour that was assumed to
sector. The major thrust of
growth of output through expan-—
(industrial) sector and the {(ransfer
this sector. The model embodies four
structural transformation, indurtrialisa-
the modern sector and

of underemployed surplus
exist in the traditional
this model is on the
sion of the modern
of surplus labour to
major components: .
tion, capital accumulation 10
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absorption of surplus labour. Accordingly, the pace of
expansion and development in the modern sector will be
determined by the rate of investmeni and capital accu-
mulation that is possible in the modern / industrial sector
from the ° profits’ that accrue to this sector, which in
turn will govern the absorption of surplus labour from
the traditional sector. Lewis’ original fermulation has
been criticised, but the model has also been further
refined and developed by others. What is necessary to
highlight is that the model placed much emphasis on
growth, capital accumulation and industrialisation and
visualised a process of transformation for the less deve-
loped economies. His frequently quoted statement from his
seminal paper had this to say: ‘*The central problem in the
theory of economic development is to understand the process
by which a commurity which was previously saving and
investing four or five perceat of its national income
or less converts itself into an economy where voluntary
saving is ruoning at about 12 to 15 percent of national
income or more. This is the central problem because
the central fact of economic development is rapid capi-
tal accumulation (including knowledge and skills)22’’. This
statement was perhaps most representative of the ¢ general
perspective in  which the bulk of the development litera-
ture of the 1950s was produced.’13

Modernisation ¢ theory * dealing with societal change
and development - mostly the work of modern sociologists—
had a considerable influeace on development thinking in
the 1950s and 1960s. Positing a neo - evolutionary
perspective, the modernisation theory viwed societal change
and societal development — encompassing multifacted econo-—
mic, political,  sociological, cultural and attitudinal
comoponents — as largely a transition from a * less developed ’.
¢underdeveloped * state (*tradition’) to a  developed
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state (“modernity’ ). This process of socicial change / de-
velopment, indicating progress from one state to another
and assumed to be almost unidirectional, will be the result
of the working out ot the inevitable process of transi—
tion. It is shown to be essentially an endogeneous
process — though external stimulus is not ruled out —realising
the inherent potential in all societies, and developed societies
in the west provide the best illustration of the process
of modernisation. This approach of mordernisation theory
makes it almost a Eurocentric model. Modernisation
theorists speak of * traditional >, * tramsitional ’, and
* modernised >  socicties; development thecorists refer to
¢ underdeveloped *, ¢ developing * and ¢ developsd * societies.
Both indicate a process of a movement from ¢ tradition’
to *‘ modernity ° and modernisation and development are
seea almost in identical terms.14 Modernisation, the domi—
pant theme of the 1950s and 1960s has lost much of
its glamour, partly because of its implicit Eurocentric
nature and its implicit identification with ¢‘westernisation’,

It is observed by Bjorn Hettne that * probably the
most well - known of the economic contribution within
the tradition of modernisation is that of Walt Rostow’s,15
who envisaged long —run development as going through
a series of stages. Rostow’s ¢stages theory 16’ played
a significant role in the 1950s and 1960s in attempt-
ing to provide a ¢theory® of transition in the |Iess
developed societies. Rostow’s theory gained much promi-
nence in the 1960s as a model of growth and development
applicable to societies at different levels in their progress
towards development. Rostow identified five stages, such
as, ¢‘the traditional society °, ¢ the pre - conditions for
take-off °, ‘the take-off’, ‘the drive to maturity * and ‘the age of
> _ representing a sequential proces

high mass coasumption : oL
[n Rostow’s analysis, all societics

one following the other.
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go through these various stages and the present day advanced
countries, according to this schema, have completed the
transformation and are now in the age of high mass
consumption. The less developed countries too will pass
through the different stages and they may now be consi-
dered to be between the second and third stages; probably
some of them may be seen to have completed the ‘take-off’
the most crucial stage in this stage - to - stage transition
process and are on the road towards maturity. The Roste-
wian model presents difficulties in the correct identification
of the different stages with clearly distinguishable characte-
ristics. However as a general analystical concept that
which has received most attention is the ¢ take- off .’
The concept of the ¢ take- off * with its associated charac-
teristics has gained prominence and was found to be
consistent with the dominant current of the mainstream
development thinking in the 1950s and 1960s. In this
notion of the take-off, which leads to self - sustained
growth, there are two major characteristics, namely, the
share of net investment and saving records a marked in-
crease; and leading sectors centred around manufacturing
activities gain dominance in the economy, Thus the mobili-
sation of savings domestic as well as foreign, and stepping up
of the rate of investment and promoting of manufacturing
activities, ie, industrialisation, combined with the accelera-
tion of per capita growth constituted the essence of the
decisive turning point, ie, the take - off. These aspects and
the process of transition induced by them were very much
part of the direction in which development theory tended
to proceed partly under the influence of modernisation
perspectives for which Rostow’s ¢ stages theory * provided
the rationmale in economic terms.

State activism and aggregate planning received much
emphasis in most less developed countries in the 1950s and
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1960s; and post - Keynesian growth models had their impact
in this respect. That the influence of the Harrod - Domar
growth model on many of the aggregate development plans
formulated by the less developed countries was clearly evident.
This composite growth model, basically Keynesian in spirit
is derived from the separate formulations by the two
authors on long run problems of growth in mature capita-
list economies. Because of strong similarities between them
they are presented in a simplified manner as a single
growth model cxpressing the key relationship between the
rate of growth of income and the proportion of income
saved or invested, assuming a stable relationship between
increase of capital and increase in income - usually known
as the incremental capital output ratio or its inverse in
aggregate form. What is highlighted by this model is the
basic relationship between rate of growth of income and
savings or investment ratio. Not only did this perspective
dominate the thinking about growth and development. but
the Harrod - Domar model provided the theoretical under—
pinning to planning efforts, development strategy and policy
in many less developed countries.

The idea of *‘ catching up ’* with the west, the em-
phasis on faster economic growth - outstripping growth of
population, - largely through industrialisation and modern
sector expansion supported by new technology and external
assistance, state intervention in key sectors and state spon-
sored planning and, in some instances, vaguely perceived
but politically appealing notions of ¢ socialist goals® - all
these appealed to the nationalist leadership in many Third
World countries.

International Trade and Development

In the 1950s and 1960s questions about trade and
development gave rise to much debate which centred around
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a number of issues. Some of the important issues can
be subsumed under what may be termed ¢trade pessimism ’,
which gave an added impetus to import — substitution indus-
trialisation strategy, already high on the agenda in
most less developed countries. Trade pessimism and its
associated problems made the case for this pattern of
industrialisation stronger and substantive issues figured
prominently in the writings of the Latin American  struc-
turalist school -~ the leading figure in this was undoubtedly
Raul Prebisch who was associated with the UN Ecopomic
Commission for Latin America (ECLA) and later with the
United Nations Conference on Trade and Development
(UNCTAD). As an important body of thought ¢‘ Latin
American Structuralism *’.17 emerged in the late 1940s and
1950s whicn exerted considerable influence on development
theory and policy in the Third World context. This body
of thinking included within its purview important issues,
policy analyses and theoretical  perspectives pertaining
to Latin American countries, but having wider implications
as well, dealing with trade, trade policy, industrialisation
and international dimensions of development.

In challenging the obtimism of the nzo - classical trade
theory, which basically represented the principle of ‘mutually
beneficial trade *, Raul Prebisch and others argued that in
the historically evolved international pattern of trade with
the less developed countries that specialised in primary pro-
duce exports (‘periphery’) and the industrialised countries
which specialised in manufactured products (‘centre’), the
former did not benefit in the way that the latter did, ie,
gains from trade were not equittably shared. Raul Prebisch
analysed this fundamental problem through the centre-
periphery model and formulated his famous thesis, also
known as Prebisch-Sinner thesis’18 refering to the secular
decline in the terms of trade for primary products exporting
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countries vis- a - vis the industrialised countries. In other
words, what this thesis implied was that gains from trade
were biased against the periphery, the less developed coun-
tries, which may operate through the decline in the terms
of trade of primary producing countries ¢ resulting in a
long term transfer of income from the developing to deve-
loped countries **.19 The Prebisch - Singer thesis on the
so - called secular decline in the terms of trade generated
much debate and controversy, particularly on questions of
empirical evidence. But despite the still unsettled issues
about empirical evidence this thesis and the underlying
apalysis brought to the forefront many questions about
international trade, development of the less developed
countries and international inequality arising from trade;
these issues were revived in the 1970s with the demand for
2 New International Economic Order (NIEO) aimed at
correcting the global imbalance between the rich and poor
nations.

In the 1950s and 1960s Raul Prebisch and other struc-
tural school theorists based on the terms of trade issve and
disparities in income elasticities between primary products
and manufactured products, viewed pessimistically the pros-
pects for the less developed countries in the context of the
existing the international trade relations. Therefore, they argued
strongly on the need for import substitution industrialisation
in the less developed countries. In the words of Raul Pre-
bisch ¢ import substitution (increase in the proportion of
goods that is supplied from domestic sources) is the only
way to correct the effects on peripheral growth of dispari-
ties in foreign trade elasticity *’20  This undoubtedly gave
a boost to the industrialisation strategy followed by many
less developed countries in the 1950s and 1960s, with state
regulated trade and commercial policies imcluding protection.
Thus growth, capital acumulation, domestic savings, external
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assistance, technological changes, industrialisation, transfor—
mation through the expansion of ¢ modern’ sectors, state
intervention in major sectors, and planning to correct mar-
ker deficiencies - were all viewed most favourably in the
development efforts, strategics and policies in many less
developed countries. Development economics, despite dissi-
dent views, reflected most of these themes and priorities
in large measure in the 1950s and 1960s.

I1I
Growth Strategies = Challenges and Reappraisal

By the early 1960s growth - centred approach and its
associated strategies and policies came in for a critical re-
appraisal. The reasons were understandable as development
performance in a number of respects in many less developed
countries was far below promisse and expectations. The
unsatisfactory performance was not about income growth
perse but in relation to a number of other gcals and
indicators of wellbeing notably, employment, income distii-
bution, and other aspects of social well being, more particularly
poverty. In fact during the period covered by the so-
called first development decade ( 1960 - 70 ) and the sccond
development decade (1970-80) the growth performance
of many less developed countries as indicated by aggregate
growth, GNP per person, was indeed noteworthy.

During 1960 - 70, all developing countries recorded an
average annual percentage growth (in 1977 doliors ) of
3.1% and 2.9% during 1970 - 80; the so called low income
countries within this group, however recorded a lower
ayerage growth rate of 1.7)) per annum during both periods.
This was partly due to the high rates of population growth.
The industrialised countries achieved an average annual
percentage growth of 3.4% and 2.4% respectively  during
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1960 — 70 and 1970 - 80.31 The central concern that came
to be expressed since the early 1960s revolved around the
question whether the benefits of growth were being shared
widely. This emerged as the major and complex issue in
the *development debate * of the 1970s and thereafter,

It should not be thought that there was no concern
over this issue when growth - centred strategy domipated
the thinking about development - eventhough there were
views expressed to the effect that ¢ growth comes first *
before everything else leading to the single minded concen-
tration on growth in the initial phase. But growth-
centred strategy had another important dimension which was
shared by many. It was generally envisaged that with faster
growth gains and benefits will ¢ trickle down’ to the
people. But, unfortunately, this expectation proved to be
false as the experiences of many less developed ecconomies
in the 1960s and 1970s indicated either because the trickle
down mechanism was not strong enough or it never worked
at all.

Paul Streeten, who viewed development in the broader
perspective embodying nomative goals and an advocate of
¢ basic needs ’ approach, has highlighted seme of the import ant
issues in this conpection pertaining to growth - welfare
reiationship.22 It was believed by the growth strategists
that the trickle down effect can operate vis-a - vis the
growth process through the market forces., by increasing
the demand fer labour, enhancing labour productivity and
resulting in improved wages. It was also expected that the
state will be able to correct disparities through the fiscal
mechanism and social welfare measures. Such policies or
mechanisms, it was noted, did not have the desired

impact in many less developed countries.
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The emphasis on growth, capital accumulation and
industrjalisation led to a tendency towards concentration on
capital intensive industrial and other modern sectors; this
was also partly encouraged by the type of external assistance
received. While all these contributed to high grewth in
these sectors they did not generate adequate employment.
In surveying the scene and expressing concern, Ozay Mehmet
observed that <‘while several less developed countries achieved
quite impressive aggregate rates of growth in manufacturing
during the 1950s and 1960s, manufacturing employment in-
creased on average at only about fifty percent of the out
put growth rate’’.23 With high rates of population growth
experienced in most less developed countries - leading to
faster increase in labour force - combined with the type of
technologies adopted or encouraged in the context of urban-
based industrialisation and development activities, the emer-
gence of massive unemployment and under — employment in
many less developed countries in the 1960s and 1970s led to
substantial ‘‘Jabour uaderutilisation ’’ that characterised the
state of underdevelopment and poverty.

Paul Streeten, significantly enough, remarked that ‘economic
growth was often accompanied by increasing dualism- the
expansion of modern / urban large scale industrial sector
alongside the slow growth and even stagnation in the rest
of the economy ’’.24 According to this view, the dualistic
characteristics already present in the economies - contrary to
expectations — were not eliminated in the process of deve-
lopment and whatever transformation that was experienced.
This will require both a longer period than envisaged as

well as changes in the strategies of development.

In the growth experience of most less developed
countries from thc early 1950s, the much hoped - for trickle
down cffect did not takeplace. As Adelman noted ‘¢ not
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only is there no automatic trickled down of the benefits
of development, on the contrary the development process
leads typically to a ¢ trickle up ** in favour of the middle
classes and the rich.25 Employment, that can ensure pro-
ductive use of labour and thereby participation in the shar-
ing of benefits, did not expand adequately; and worsening
income inequality became a marked feature in many less
developed countries. What was even most disturbing was
that poverty loomed large and consequently much of the
underlying basis of growth - centred strategy and policies
came to be sharply criticised: and distributional and poverty
dimensicns in growth and development process - also {ermed
as ‘‘reformist development thinking >’.26 — gained prominance
in the 1970s and 1980s.

A very prominent development economist, Dudley Seers,
ably and efiectively gave expression to this changing pers-
pective in his widely quoted statement;  The question to
ask about a country’s development are therefore: what has
been happening to poverty? What has been happening to
unemployment? What has been happening to income in-
equality? If all these have declined from highlevels, then
beyond doubt this has been a period of development for the
country concerned. If any or two of these problems have
been growing worse, especially if all three have, it would
be strange to call the result *‘ development ** even if per

277 »

capita income had doubled.

Income Distribution and Poverty

The focus of ‘development debate’ shifted more promi-
nently to issues such as poverty, employment, income
distri“oution « basic needs * satisfaction and ¢ quality of
life * - contributing also to the process of rethinking on
goals and content to development. It would be misleading
and even incorrect to assume that no attention was paid
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to these goals earlier. There was sufficent awareness on
the importance of such goals. But they were all considered
part of the outcome of the growth process and it was
assumed perhaps over - optimistically that rapid economic
growth will look after most such problems.

The ¢ redefinition * of development goals explicitly in
terms of reduction or elimination of poverty and improve-
ment in the quality of life - of especially the poorer
segements - was seen as a ‘ new direction’ in the 1970s
in development thinking and development policy perspectives.
Todaro, reflecting on this changing perspective - ¢ the de -
thronment of the GNP '’— appropriately remarked : ¢ during
the 1970s economic development came to be defined in
terms of reduction or elimination of poverty, inequality
and unemployment within the context of a growing economy’’.28

Income inequality and poverty are closely interlinked
though the relationship involves complex issues, both theo-
retical and empirical. Inequality in income (and wealth)
has long been a major concern associated with the processes
of growth and development. Not only does it have ap
important bearing on welfare, but it also raises issues that
cannot be divorced from the prevalent social and in-
stitutional structures.

Income distribution can refer to both ¢ functional distri-
bution > and ¢ size distribution’. The former refers to
the division of income through the production processes
among the major factors of production, such as labour and
capital; the latter deals with distribution of income among
individuals or households. Functional distribution, depending
on the ownership pattern of productive factors as well as
the extent of their involvement in the production process
and their productivity levels can dectermine the flows of
factor incomes and rthereby influence welfare levels of the
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different segments of the population. However, we are
concerned with the size or personal distribution of income
in this presentation, as it is more commonly used as an
indicator of welfare in process of growth and development.
The size or relative distribution of income may change
adversely when incomes of those in higher brackets increase
relatively to those in low or lower income brackets as per
capita income level changes. Changes of this nature related
to income (and wealth) distribution in the growth process
can be of great economic and social significance.

In his pioneering study on the time pattern of income distri-
bution Simon Kuznets advanced his well known ¢inverted U
hypothesis >, according to which inequality tends to increase
in the early phaze and then decrease with increase in per
capita incomes.29 This is explained in terms of the pattern
of growth, sectoral importance in this connection and other
related structural changes. Kuznets® study, dealing mostly
with rich countries and a few poor countries, was followed
by other similar studies about income distribution and per
capita income levels. Some of these studies did confirm
the tendeccy indicated by the U shaped hypothesis; ¢ they
tend to support the hypothesis that there is a tendency
towards increasing inequality in the early stages of develop-
ment, followed by a period of declining inequality after a
gertain income level has been reached’’.30 There are other
more recent studies which have been skeptical of the vali-
dity of Kuznets® hypothesis 3. However there can, and
should, be adecquate scope for policy intervention to improve
the pattern of income distribution. During the 1960s and

1970s it became clear that most less developed countries

oxperienced high degree of relative income inequality and
absolute poverty on a substantial scale. This made it necessary
for less developed countries to look for and adopt alter-

)=




native strategies and policies in which income redistribution
and poverty alleviation become important development goals.

In 2 major and authoritative work, Redistribution With
Growth (1974), jointly undertaken by the World Bank Research
Study Centre and the Institute of Development studies, University
of Sussex (World Bank - IDS study), there was a major
shift in perspective with interest directed more towards
distributional and poverty dimensions of development. In this
study Hollis Chenery makes a pointed reference to the major
issue in the following statement : It is now clear that more
than a decade of rapid growth in underdeveloped countries
has been of little or no benefit to perhaps a third of their
population. Although the average per capita income of the
Third World has increased by 50); since 1960, this growth
has been wunequally distributed among countries, regions
within countries and socio - economic groups. Paradoxicolly,
while growth policies have succeeded beyond expectations of
the tirst development decade, the very idea of aggregate
growth as a social objective has increasingly been called into

questions’’ .32

The available evidence from a number of studies, based
on both crosssection and time series data on income dis-
tribution for many less developed countries, indicated that
relative income inequality has increased in the 1960s and
1970s eventhough per capita income growth has been satis-
factory. This worsening income inequality has been of
particular concern in relation to the incomes of the lowest
20% or 40% of the population; high income inequality in
many of the less developed countries had far reaching 80Ci0-

economic implications.
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The evidence presented and main conclusions reached
by Montek S. Ahluwalia in the World Bank - IDS study
with regard to sixty six countries at different per capita
income levels - classified in terms of different levels of
inequality categorised as ¢ high®, ¢ moderate’ and ¢ low’
based on the share of the lowest 409%, - can be summarised
as follows: (i) the socialist countries show the highest
degree of equality in the distribution of income - largely
because income from ownership of capital and other means
of production do not go as income to individuals, (iij the
developed countries have experienced a relatively more
equal distribution falling mostly between low and moderate
mequality; (iii) most of the underdeveloped countries
are characterised by greater relative inequality than the
developed countries surveyed falling within high inequality
range and one - third showing moderate inequality; (iv) the
average income share with regard to the lowest 40%
in all underdeveloped countries came to 12.5% witn a good
deal of variation around this average; (v) in the case of
balf the underdeveloped countries income share of the lowest
409, averaged only 9%; (vi) there seems to be no clear
cut relationship between per capita income levels and the
degree of income inequality in terms of the inequality levels
specified in the context - as high, moderate and low. In-
zquality appears to be associated with different per capita
income lovel.33

The growth-distribution profiles of many less developed
countries presents a varied picture. Hollis Chenery identifies
‘“ the patterns of growth and distribution observed in the
developing world 34’ in terms of what he calls: ¢¢ growth
oriented pattern ’*, illustrated by Brazil and Mexico; ‘equity
oriented low growth’, illustrated by Sri Lanka and ‘rapid

growth with equity”’ illustrated by Taiwan and S. Korea.

This shows that depending on the circumstances and poiicy

—24—



choice and influences, the growth - distribution pattern can
vary, some involving growth —equity trade off, others ia-
volving rapid growth and equity and still others showing
rapid growth but no equittable income distribution. As Keith
Griffin remarked ¢ it is not growth as such that orcates
inequality, but a particular pattern of growth a country
chooses to adopt. What matters is the strategy of develop-
ment 35 In the 1970s and 1980s. strategy that favoured
‘¢ equitable growth ** ¢‘ distributive justice ** and poverty
eradication gained greater urgency and wider acceptablity in
the Third World countries.

From a consideration of relative income inequality,
which indicates the extent of disparity in income (and wealth)
among different groups of persons or households, we must
turn to questions of ‘¢ absolute poverty *' which dominated
and continues to dominate the discussions on development,
particularly since the end of the 1960s in the less developed
countries. In the context of overall income growth, widening
inequality with adverse consequences particularly on those
segments, say the lowest 20% or 40% of the population,
which may not register any gain vis-a - vis others, will
undoubtedly be seen as a most unfavourable outcome.
But what could be even more worrying is that absolute
average income levels of large segments may be so low - in
many less developed countries - totally inadequate to support
even ‘a minimum living® standard in terms of food and
other basic necessities; and with a marked increase in popu-
lation the numbers of such ‘absolutely poor’ people can
and do increase. Both the quantitative and qualitative
dimensions of absolute poverty accounted for much of the
concern behind the rethinking and reorientation of develop-
ment policy and goals.

People may be said to be poor in the absolute sense
when they do not attain ‘a minimal standard of living'36
necessary to provide them with food - in terms of needed
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calorie requirements and nutritional levels - and other basic
necessities to sustain themselves in a given context. What
should constitute this ‘acceptable minimum’ can give rise
to conceptual and measurement problems; it may vary in
time and place and is conditioned not only by physiological
and economic factors but is related also to social and
cultural factors. Nevertheless, when such a ‘minimum level’
is defined, which will constitute the ‘poverty line’, this can
be expressed through income or consumption equivalents in
terms of an individual or a household. Such a pre-determined
or specified minimum level constituting the poverty line can
be a yardstick to measure the extent of absolute poverty.
By comparing the actual absolute income or consumption
levels of different sections of the population with the poverty
line norm, one can judge how many of them fall below the
poverty line, and the absolutely poor can be identified in
terms of the yardstick adopted.

Poverty line approach can be either income or consumption
based. It cap be country - specific using calorie require-
ments and nutrition level and their income or consumption
epuivalents; this can be, and has been, extended to cover
also other basic necessities such as clothing, health, educa-
tion etc. hough country — specific nutrition related poverty
lines have been used in the measurement of absolute poverty,
‘international poverty line’ too has been wused in recent
times to indicate the extent of absolute poverty in the
less developed countries. Though such poverty line figures
may be arbitrary and beset with problems when expressed
in terms of a common world currency, usually the US
dollar, such international poverty line yardstick has proved
useful especially for inter-country comparisons.

Montek Ahluwalia’s study using an international pov'erty
line based on a per capita income of US $75 (i971 prices)

provided some valuable insights into the problem of absolute
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poverty in the 1970s. In this estimate covering countries
accounting for about 60% of the total population of deve-
loping countries (excluding China), about one — third fell
below the poverty line in terms of $ 50 per capita and
about half came below the poverty line reckoned at§ 75
per capita. There is an important observation arising out
of this study, 1ie, much of the poverty is due to Ilow
levels of per capita income in many couatries — though in-—
come inequality too had its role to play.87

In a later study by Ahluwalia, Carter and Chenery on
the dimensions of income growth and poverty, covering
about thirty six developing countries, it was observed that
“almost 40% of the population of the developing countries
live in absolute poverty defined in terms of income levels
that are insufficient to provide adequate nutrition’’ .38
Poverty line anproach to the measurement of absolute poverty
— whether country specific or otherwise - can  be usefull in
identifying the quantitative dimensions of this problem. From
this one can derive what is called a head - count ratio -
a most widely used index - indicating the percentage of a
country’s population which is below the poverty line. It is
a useful measure indicating in quantitative terms the extent
of poverty; it can be indicate whether the percentage of
the people living in absolute poverty is increasing or decreas-
ing over time. Useful though this index, it may not tell us
anything about the intensity of poverty, ie, the state of
the people below the poverty line - how many of them are
just below it or far below it. An additional measure that
can be used is the poverty gap’, which tells us about the
aggregate income shortfall of the poor in relation to the
poverty line. In otherwords, poverty gap measures the quan-
tum of imcome transfer needed to bring all the poor upto
the poverty line. In poverty measurement, there are also
other refinements that take into account the extent of in-
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equality, income transfers and changes in inequality within
those identified as below the poverty line. Poverty measure-
ment and its reiinements have - especially at country or
sector levels - increased the awareness of the magnitude of
the problem.39

Poverty and its measurement in terms of income or
consumption largely speak about the quantitative aspects. But
the qualitative aspects are no less important and they con-
vey not only the idea of deprivation of large segments, but
also the most distressing aspects that characterise poverty in
the Third World. The World Bank review of 1980, devoted
to three major themes ie, poverty, growth and humanity re-
source development, noted: It is difficult to measure pover;
ces —ees...-e-aa0 @5 absolute poverty means more than income
it also means malnutrition, poor health, and lack of edu-
cation - and not all poor are badly off in all respects’’.40
The qualitative dimensions manifested in such forms as
malnutrition, ill health, bad sanitation, sub - standard hous-
ing, lack of education, infant mortality, low life expectancy
and lack of access to other basic amenities describe vividly
the extent of ecomomic and social deprivation suffered by
the poor in the less developed countries.

Ten years later, the World Bank published in its
World development Report (1990) arother comprehensive
and authoritative study on poverty. In terms of methodology,
coverage of substantive issues, presentation of statistical
information and in other respects, this report is certainly
worthy of consideration and it contains a wealth of infor-
mation on the complex issues of poverty in the Third

World countries.

In this report a consumption - based poverty line apprOi.l;‘-'b
has been adopted; making use of both country- specilic
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Poverty lines and, especially, a universal poverty line. Employ—
ing both an upper poverty line of $ 370 and a lower poverty
line of $ 275 per capita a year in constant (1985) purchasing
power parity prices,4l (and supplementing this global poverty
line with certain other social indicators, such as under five
mortality, life expectancy and net primary entrolment rates)
the study estimated the number of poor (1985) - in terms
of poverty line of § 370 — as 1150 million people in the deve-
loping countries; this gives a head —count ratio of 339 of
the total population of the developing world. Based on the
lower poverty line figure of $ 275, it is estimated that
633 million people - out of the total estimated poor - are
deemed to be ‘extremely poor®’, which constituted 18% of
the total population of the developing countries. In terms
of the region - wise breakdown of data on poverty, the
pattern that emerges is worth noting. It is shown that
South Asia records the highest percentage of 51 per cent in
terms of head count index; this region’s percentage of ex—
tremely pcor amounted to 29. Sub - Saharan Africa, classified
as another region, records the next highest percentage of 47¢
with a percentage of extremely poor of 30. Middle East and
North Africa together showed a head - count ratio of 31%
in relation to the total estimated poor and 21% in relation
to total classified as extremely poor. Latin America and
the Carribean region have a comparatively lower percentages,
of 19% for the total estimated poor and 12% for these
estimated as extremely poor.42 It is of interest to note
that within South Asia India figures prominently with an
estimated 420 million people below the upper poverty line.
giving a head count ratio of 55% - percentage of population
below the poverty line. Those classified as extremely poor

came to an estimated figure of 250 million giving a head
count index of 339,
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The relationships between per capita income levels, in-
come inequality and poveity do not always present a clear—
cut and uniform pattern; on the contrary the pattern appears
to be mixed and varied. Poverty seems to be prevalent in
countries with relatively high per capita incomes; this im-
plies that high per capita income levels need not necessarily
mean less poverty or absence of poverty, In such situations,
extreme ineguality in income distribution can be the major
cavse of poverty. Low average income levels are strongely
correlated with substaatial poverty. Much of the absolute
poverty prevailing in the less developed countries can be
attributed low per capita income levels, combined with in—
equality in income and wealth. There are, however, countries
in the Third World with comparatively low average incomes
which have avoided extremes of income inequality and

poveriy.
Sri Lanka’s Experience

Sri Lanka fits into this pattern. Her development ex—
perience, which has justitiably attracted much attention in
recent times, illustrates some of the important facets con-—
cerning growth, development and welfare relationships. Sri
Lanka can be, and has been, cited as one of the most
successful cases of equittable growth, considering the fact
that she is also ooe of the ‘low income’ countries in the
Third World. In the Sri Lankan development experience, of
pirticular interest is that inequality in income distribution has
declined notably since the 1960s.43 With regard to the in-
cidence of absolute poverty no firm and comparable data
are available. However most estimates based on different
methodologvy and survey data indicate that the percentage of
population living in absolute poverty varied from 15 to 25
percent in the 1960s 1970s.44 In terms of the usually well known
social indicators, basic education, life expectancy, infant



morality, death rate etc., Sri Lanka has performed remark-
ably well; and in relation to some of them she is well
ahead of many other less developed countries.45 It is note-
worthy that according to the most recentjy devised and
authoeritatively proclaimed Human Development Index by the
UNDP - covering both the developed and developing coun-
tries - Sri Lanka with an index of 0.789, coming with in the
‘medium range’, stands above eighty two other developing
countries and is almost on the threshold of ¢ high human
devclopment * category.46

For a long time Sri Lapka has maintained a high level
of social expenditures devoted to educaticn, health, and
food subsidies, which led to impressive social welfare
achievements.4? As a result of the emphasis on such equity-
oriented politics, relative inequality has been kept low and
the country avoided worst forms of inequality and poverty
with moderate economic growth in the economy. Sri Lanka
moved away from this basic ¢ redistributive strategy * since
1977 and adopted strategies and policies that have a pro-
nounced bias towards growth maximisation, accelerated
investment, market orientation, open economy, export led
growth and foreign capital. These have had adverse impli-
cations for equity and poverty. Though accompanied by
higher growth, higher rate of investment, reduced open un-
employment and certain poverty alleviation measures in the
post — 1977 period, there has been a noticeable reversal in
the income equalising trends that occurred in the 1960s and
1970s.48 It has been observed that ¢on the whole the
market oriented, private enterprise biased adjustment policies
carried rather adverse effects on the poor and marginal

groups.49
v

Redistribution with Growth and Basic Needs
In the equity - oricnted development strategies - emphasis—
ing income equalisation and reduction or eradication of
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poverty - that gained greater recognition since the early 1970s,
redistribution with growth (which in effect is redistribution
from growth) approach stressed the need for the redistribut-
ing a part of the increment in income to the poor, the
identified target groups; this also included asset redistribu-
tion towards the targeted poor. This approach contained
both  production and transfer aspects.50  The pro-
duction strategy dealt with the corrections of biases in
factor prices so as to encourage labour intensive production
and employment opportunities and increasing productivity
in existing employment by providing access to inputs and
other support services to especially small producers. The
transfer strategy may involve both consumption and
investment transfers. The former is intended tc provide basic
consumption goods and other facilities to the poor. Invest—
ment transfers are aimed at redirecting investment to areas
or sectors to benefit the target groups, which can contri-
bute to the enhancement of their skilis and human resource
capabilities and thereby widen their access to productive
work. It is evident that in this redistribution with growth
approach there is an important role for the government
even though the main thrust of the strategy isin influencing
the structure and pattern of growth in such a mapner that
the low income producers - the target groups- will enjoy
improved and expanding income earning opportunities, while
receiving additional resources in the form of consumption
and investment transfers to reinforce and strengthen such
opportunities.51

Almost about the same time when redistribution from
growth perspective received considerable attention, and partly
because of pessimism about its effectiveness, international
agencies, ILO in particular, and other prominent develop—
ment economists advocated the necessity and relevance of
“basic human needs’ approach for dealing with inequality
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and poverty in the Third World context. Both approaches
share something in common but there are important dffferences.
The redistribution with growth strategy, requiring redistribut-
ing a part of the increment in income, concentrates on
income expansion, productivity and enhanced income earning
opportunities for the target group. Though poverty - focused
it is said to be a gradualist and an indirect approach to
poverty eradication. In contrast, the proponents of basic
needs approach see it as a more direct and effeciive way

of tackling mass poverty and deprivation.

The ILO, which had already highlighted the employment
dimension in its approach to poverty especially concerning
the *working poor’ and the peed for productive employ-
ment by the beginning of the 1970s, also took the initiative
in focussing on the basic needs approach.52 In shifting the
focus internationality, the ILO in its report (1976) gave
expression in following terms: ¢ basic needs as understood
in this report includes two elements. First, they include cer—
tain minimum requirements of a family for private
consumption: adequate food, shelter and clothing are obviously
included, as would be certain household equipment and fur-—
niture. Second, they include essential services provided by
and for the community at large, such as safe drinking water
sanitation, public transport health and educational facilities 53

Paul Streeten, one of the most prominent advocates of
basic needs approach defined it as one designed to ‘improve
first, the income earning opportunities for the poor; second
the public services that reach the poor; third, the flow of
goods and services to meet the needs of the household
members; and fourth, the participation of the poor in
ways in which the needs are met’’.54 What is obvious in
this approach is that human needs are expressed with a
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major focus on food, shelter, health, education and tans -
port; also included are non - material needs like participation;
equally obvious is the stress on human resource moblisation
or enrichment. Another special attribute in this approach is
that of viewing basic needs fulfilment as an end in itself.
What is i/nplied and even possibly inescapable in basic
needs approach is redistribution of income and wealth as
mequality in the distribution of productive assets is often
correlated with poverty. Another added dimension is the
participation of the poor in development in which they are
expected to be major beneficaries. Both redistribution and
participation will unavoidably be linked to important political
dimensions relating to political power relationships which
may determine the feasibility of a strategy heavily biased
in favour of the poor within a ‘reformust’ framework.

One of the important characteristics of poverty in the
Third World context is that the bulk of the poor are
concentrated in the rural areas, although the urban infor-
mal sector too carries large pockets of poverty. In the
Third World countries, on average, seventy percent of the
poor are located in the rural sector and the problems
such as malnutrition, lack of sanitation, education and
health are most visible in the country side. The majority
of the poor dependent on rural agriculture and allied
activities — are small farmers, tenant cultivators, landless
labourers, ¢ marginal ° farmers and other self employed
persons.

In this context, therefore, the problems of poverty alle-
vation or eradication are largely and inseperably linked to
rural development in the Third World countries. Apart
from the techno - economic aspects of small scale farming
or rural agriculture dealing with improvements in producti-
vity, technology and innovations, there are important



aspects relating to ¢ socio structural * dimensions of rural
development. Any rural development strategy will have to
take into account such institutional questions as tenurial
arrangements, agrarian relations, ownership of productive
assets, mostly land, redistribution of such assets and access
to primary inputs and support services — especially in the
context of small - farmer - centred rural agriculture. In pre—
dominantly rural small - farmer based agricultural economies—
as in many Third World countries — the pattern of ownership
and distribution of land and access te other productive
resources / mputs and opportunities to engage in productive
work can have a significant impact on income distribution
and poverty. Even within a ¢ reformist > perspective, the
feasibility of equittable growth leading to reduction in
inequality and poverty through an employment - intensive
small farmer — centred rural development may require asset
(primarily land) redistribution and redirection of investment
resources to a significant extent. However, institutional
regiditiss and entrenched power and authority structures
may present problems in this connection. In highlighting
these aspects within a reformist approach in the Asian con-
text it has been observed that * the mechanisms for allocating
resources and the institutional and political structures are

heavily biased against the poor, and that policies favouring
the poor require major changes in political power and
institutions™ .53

The major policy orientations aimed at income equalisa-
tion and poverty alleviation — already highlighted above -
dealing with employment generation and / or productive
employment for the working poor, redistribution from growth
and basic needs fulfilment can together be termed ¢ redistri—
bution strategies *, Wwhich became familiar in development
literature and policy discussions in the 1970s and 1980s.
It is against such a background that Keith Griffin speaks
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of a *‘comprehensive redistributive strategy’> with five cent-
tral elements, viz, (i) an initial redistribution of assets,
particularly land, (ii) creation of local institutions Wwhich
permit the participation of people in grass roots development
(iii) an employment intensive pattern of development;
(iv) investment in human capital, particularly education and
health; (v) sustained rapid growth in per capita income.56
Viewed in this manner, the policies that emphasise the
creation of productive employment or policies that stress

redistribution from growth or those that advocate the rele—
vance of basic needs satisfaction can all be considered as

‘¢ sub — strategies ** within a more comprehensive development
strategy.®7 It is of interest to note that rapid growth of
iucome is given an important place. 1f poverty elimination
is to be achieved within a reasonable period of time sustained
economjc growth is essential, But this sustained growth has
to be combined with a number of other elements which can
also influence the pattern of growth biased towards the
unemployed, underemployed, the poor and the low income
groups. Of further interest is that this kind of broad-based
and redisiributive strategy has a particular rclevance
to a system of ‘‘ small peasant agriculture *’58 and, there-
fore, the mmplications are no doubt significant in the Third
Worla context.
Vv

Rethinking Developmcnt and Goals of Development

Arising out of the preceeding sections and drawing on
the contemporary development thinking and experience,
different perspectives can broadly be identified, viz., (i) ‘growth
first and distribution later’, (ii) ‘growth with trickle down
mechanism’, (iii) * redistribution with growth * and (iv) ‘basic
needs® satisfaction.59 There can yet be another perspective
based on ‘socialist model’ (e.g china) which places redistri-
bution and restructuring of productive assets as first priority

—a3h—



with new patterns of ownership. This is an approach involv—
ing a radical socio - economic transformation. Such differenti—
ation as made here is admittedly a simplified way of
summarising highly complex issues and policy orientations,
but useful nevertheless to understand dominant themes and
shifting paradigms. In the first two approaches indicated
above, based largely on western experience, there is an
important difference in emphasis in that the second one
shows a greater concern for the spread of benefits from the
growth process through the trickle down mechanism without
having to ‘wait’ too long. The third and fourth perpectives.
which can be grouped together, offer the possibilities through
a reformist approach within the existing market - government
systems in improving income equality and reducing poverty.
This no doubt requires the necessary political will and hence
the political dimensions of poverty eradication are no less
important than the economic dimensions.

Though radical restructuring and redistribution of assets
takes place first in socialist countries, it is observed that a
modified version of such *redistribution first” has been
associated with the experience of some capitalist (developing)
countries as well where considerable redistribution of assets
(land) has taken place (e.g Taiwan and South Korea) and
where development proceeded not only rapidly but with a
pattern that was equittable as well.60 Thus some form of
“ redistribution first °* on a significant scale can take place
even in non socialist developing countries, provided the
political structures and power relationships are favourable for
such reforms.

In the development literature since the 1960s, a notice-
able change has taken place with regard to the per—
ceptions and meaning of economic development ijtself. In
the growth - dominant perspective, the GNP per capita was




taken as a major and quantifiable index and treated aimost
synonymous with development. But very soon with the

‘< dethronment of the GNP, it became not only necessary
to differentiate between growth and development but also to
focus more on the multifaceted dimensions. Not that
growth unimportant. There is unanimity in envisaging growth
as a necessary but not a sufficient condition of development.
Bconomic development involved much mose than growth.
It meant, in the long - term perspective, change and some
kind of structural transformation in society. In a more welfare
oriented sense development also encompassed certain social
goals and achievements in relation to tbem.

Development is both a process and an end result and
therefore goals of development assume considerable signi-
ficance. As a process, development involves interaction among
several variables mainly economic;, but the importance of
non - economic variables cannot be underrated. In itself
this complex process operating in a particular environment
is, no doubt, significani. But what is equally important is
the end result that can emerge; it is here that normative
goals of development are relevant. When we view develop—
ment from the point of view of its impact on the people,
especially the poor, in a less developed economy, then it
is necessary to incorporate certain welfare goals; once such
explicit goals are specified which may be based on some
kind of value — judgement, then development becomes a
normative concept as well. To say that successful develop-
ment - with a welfare focus - involves increasing per capita
output, improvement, or atleast no worsening, of income
inequality, reduced poverty and improvement in health and
education and other important aspects of socio - economic
wellbeing, is to accept that they are all desirable goals fmd
normative dimensions based on important value premises
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become an integral part. These can and do determine the
design and orientation of development goals.

In the 1970s, with considerable <re—thinking’ on develop-
ment and in the efforts to ‘re-define’ it, the content of
development received much attention which party reflected
the intensity of socio - economic problems in the third World.
In this broadening or enriching of the cencept and meaning
of development it became more ‘people — centred , forcussing
on the enhancement or the realisation of human potential
In the 1970s and 1980s, reflecting such changing perceptions,
what Todaro6! calls certain ‘core values’, such as * lfe
sustenance’, ‘self —esteem’ and ‘freedom of choice’ came to
be highlighted. Encompassing economic and social better-
ment of especially the poorer segements ‘developmental values’
with a humanistic orientation came to be associated Wwith
human dignity, security, freedom of choice as well as a
sense of involvement and participation in decision — making.
Undoubtedly, these will require changes in social and insti-
tutional framework. In his attempt to capture the broader
dimensions, Todaro offered the following definition: *‘deve-
lopment must be conceived of as a multidimensional process
involving major changes in social structures, popular attitudes
and nationzl institutions as well as acceleration of growth,
reduction of inequality and eradication of poverty’.62 It is
interestiug to note that in this definition with a Third
World focus ‘structural - institutional* aspects come firss
implying that they are necessary, and theretore deserve em-
phasis, to achieve the desirable goals set out in the second
part of the definition. In this the frontiers of development
and development economics get pushed further and take on
a strongly multidisciplinary characler. This 1s not dissimilar
to the approach adopted by Myrdal — to which reference has
already been made - when he observes that ‘‘the problems
of development (in South Asia) is one calling for induced



changes in (that) social and institutional structure, as it
hinders economic development and as it does not change
spontaneously or, to any large extent, in response to policies
restricted to economic sphere’’.63

Within an normative - analytical framework, the enlarge-
ment of the content and meaning of development - showing
as well the interrelated and interdependent nature of the
major components - may be viewed through: the growth
dimension, the equity dimension and the participatory dimen-
sion.64 The growth dimension or component deals with
the familiar territory about increased material production,
productive capacity, sustained growth, development of tech-
nological capabilities - with the addition of the more recently
emphasised aspect of ecological sustainability. The equity
component is associated with reduced inequality, poverty
allevation and / or eradication and basic needs fulfilment.
The participatory dimension is somewhat less rigorously for—
mulated and is not a well integrated element in the ¢ new
thinking *. But it nevertheless conveys some of the essential
aspects of development. To make it ‘people - centred’ — both
as bopeficiaries and participants - their involvement, partici-
pation and role in decision - making are important and
necessary. This also entails certain other aspects such as
self - respect, human dignity, freedom or enlargement of choice
and huwan rights and entitlements. All this will require
both institutional and attitudinal changes. The participatory
component along with others can improve the conditions of
wellbeing for the people. It is emphsised further that “there
canpot be any permanent trade - off’> amongst the components
and *‘ each has its own instrinsic value” and the inter-
dependent parts with equal weightage make development
itself a <total’ and ‘indivisible’ process.65 In otherwords.
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they all go tcgether and in a closely interrelated manner -
both conceptually and operationally - give an enriched and
enlarged meaning.

Devclopment Econemics — new challenges

When compared to decades of the 1950s and the 1960s,
the decades of the 1970s and 1980s reflected a general
disillusionment with *development economiecs® itself. Writing
in the mid - 1980s Coleman and Nixon expressed this feel-
ing in the following words: <*it is no exaggeration to state
that development economics is at present going through a
crisis. The rzcent spate of articles on the evolution and
current state (and status) of devclopment economics as a
separate sub - discipline raflects the atmosphere of question-
ing and self - doubt amongst the main stream dcvelopment
cconomists . . . .”” 66 Heary J. Bruton in his observations
speaks of the ¢tsearch for development economics *’. It is
indeed very revealing when he says * The main reason Wwhy
development is so often accompanied by disappointment and
tension is that it is largely an attempt to replace the west,
rather than an effort to set motion an indigenous pro-
cess of chinge within the traditional sectors themselves; the
efforts to replace the values and institutions and relationships
of the traditional society by imported ones create tensions
and uncertainty . . . . . >’ 67  Arthur Lewis writing in the
mid - 1930s observed that ‘‘deyelopment economics is said
to be in doldrums after a couple of sprited decades’’; he
describes the 1950s and 1960s as a period of < great
theoretical innovation and controyersy ’>* and expressed the
view that ¢ development economics is not at its nost
spectacular, but is alive and well”.68

What Henry Bruton says as an attempt to * replicate
the west ’’, is no doubt an important theme though not a
new one. Even when the mainstream development theory
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beld sway, there were dissident and / or radical views which
centred around different perspectives. However, the ideas
about ‘indigenization of development thinking’, the evplor-
ing of ‘new approaches’ and ‘scarch for alternatives’ - though
somewhat loosely formulated - gained recognition only since
the mid - 1970s.69

The ‘new’ development economics ~ to differentiate it
from the] traditional growth economics - that evolved in
the 1950s and 1960s as a distinct field of study generated
much enthusiasm and optimism with considerable promise
and expectztions. But the actual development performance
in many less developed countries was disappointing mostly
with regard to major goals such as employment, reduction
in income inequality and poverty; and disenchantment with
he basic policy approaches was inevitable.

Development economics became increasingly multidiscipli—
pary with the 1960s, which enlarged the scope of the field
to justify the description ‘development studies’ bringing
within 1ts purview socio structural acd institutional dimen-
sions. The emphasis on pelicy analyses and policy - oriented
approach also increased, which made the field increasingly
empirical as well.

In the 1970s, development economics had to contend
with challenges from neo - classical resurgence and (a little
carlier) critiques based on neo - Marxist and radical perspec -
tives on underdevelopment / development. There has been
throughout an uneasy relationship between mainstream develop-
ment thinking and neo - classical paradigms; and the limita-
tions of neo - classical approach were highlighted in the
carlier period. However, with the resurgence and revival,
described as ‘‘the most substantial change in the content of
development economics® during the 1970s and 1980s,70
many Third World countries moved from a staie interven-
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tionist phase to an ‘open economy’ perspective, representing
almost a reversal of earlier approaches.

Summary Conclusion

In concluding this wide - ranging review the main points
of discussion may now be summarised. Development theory
and policy debate in the last four decades went through
ditferent phases and resulted in the emergence of different
and conflicting perspectives. During this period development
strategies and policies were adapted to accomodate changing
experiences and the challenges that had to be met. From
a preoccupation with growth in the initial period, the focus
shifted to employment, income inequality, poverty and redis—
tribution of benefits. Development experience also showed
that the Third World itself has changed in many respects
in the past two or three decades with deversity in levels of
development and development performance that became more
marked.

Development experience of the Third World countries
has been shaped not only by the internal structures and
their domestic dimensions, but also by the external economic
relations and the external context in which they operate.
The latter have increased the importance of the global dimen-
sions of Third World development in whatever way they
are perceived.

Taking a global view of the poor, Theodore Schutiz in
his Nobel lecture (1979) observed : ‘“most of the people in
the world are poor, so if we knew the economics of teing
poor we would know much of the economics that really
matters’’.7! The implications from this highlight not only
the conceptual and policy aspects about poverty - centred

problems of development, but also their magnitude and
complexities as well as the challenges.
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