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AND
DE VELOP MENT

UNDE R-DEVELOP MENT

A NOTE 0N THE MECHANISM 0F

NTI0N7.11. AND ITERNATIONAL ECONOMIC INEOUALITY

BY

GUNNAR MYRDAL
formar!y Lnrs Hierta Professor of Poliieal Economy

١٩٠ Pblie FiAanc at the Uniuersiy of Stoelholm.

PREFATORY NOTE

ln pr'eparing for pnblication the three lectures wlicl, on the invitation
fthe National Bamk of Egypt, I had the honour to giwe i Cairo on 17,
18 and 20 October 1955, I have in the mainfollowed tle original manuscript
althougl, t0 comply ١ith established time limits for academic lectures,
certain parts vere omitted or shortened when the lectres were delivered
orally. I have permitted myself to amend and reyise the text and to
pwt part of the frst /ecture into an appendix.

Te exposition refers exclsively to the non-Soviet orld. I the
Soviet orbit a totally diffErent economic system is inforce; in international
trade this is represened by the state monopoly over all economic relations
١rit/ foreign countries.

Thue walue prenises applied are the desiability of democracy and
of eguality of opportwnity. The operational significance of working witl
e.tplicit walue premises and the more precise meaning of those actally
wsed in these lectur'es are accoured for in my book An lntermationl
fconony', Harper's, Ne١v York, 1956; I refer in particular to the
Preface, Chapter Il, the Appendix and earlier writings cited in footnote {
4o the Appendix.
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hn these lectures the argument moves on the general and methodo­
logical level in the sense that social and economic theories are discerned
as broad structures of thought and that facts are brought in only when
necessary for statig problems or as controls of the applicability of the
1heories in explaining reality. My purpose is, however, an approacl to
a more realistic theory. A treatment of the problems themselves i greater
concrete and practical details is attenpted in the larger book just men­
ioned where, however, the present issue of the mechanism of egualty
tand inequality is only summarily referred 1o.

G.M.

Geneva, December, 1955.



٤1RST LECTURE

FHE OUES٤ FOR A THEORY OF ECONOMIC
DEVELOPMENT AND UNDER -DEVELOPMENT

• Lnternations} EcoBonie lnequality
The rapidly growing Iiterature on thc economic problems of the under-

 ث
developed countries is, of course, a refection of the fundamentally changed
international political situation we are facing after tle Sccond World War.
The social sciences are as always responding- and, as always, because of the
inertia inherent in our traditions, responding with a certain time lag to
the interests and worries of the society in the life of which they are a part.
When selecting as topic for ny lectures the subject Development and Under­
dewelopment, I am aware of nerely folowing in the general streAm of this
ideological adjustment on the part of the social sciences to the new political
situation in the world.

٠This ، ه complex of poblems can, however, be viewed from many angleS:
diferent questions can be asked and diferent approaches chosen. It is, indeed,
in the interest of a balanced growth of scientific knowledge that sinultaneously

٠٠ :atmay individual scholars artack problems in many diferent ways. In th% ·, ؟ ٠. . • {s [e
Western tradition of liberal humanism our faith is tbat also i t5ت 

cussion an even٠٠ا ;:اprogress in the course of time wil come as result of dis
contrOVerSy.

• ١articular aspecthn these lectures I have chosen to focus attention on one pi di increasing
of the interaational situation, namely the very large and 5"%" untres م م

· . --٠٠ ١tevel٥ C •economicا inequalities as between developed and under-de '&Pد :+ زيي
ei !itiesThough these inequalities and their tendency to grow are fagrant I6 '

and though they form a basic cause of the rising international political tension
in our present world, they are usually not made a central problem in the litera­
fure on development and under-development,

Tlis is, however, what I would want to do in tlese lectures. I am asking
the questions: why and how have these inequalities come to exist, why do
they persist, and why do they tend to increase ? ٣hat is the causal mechanism
at worl which produces these trends ? In my third lecture wil reverse the
inquiry and also ask: how could the trends be turned ? A rational answer
to tbis latter question where the reasoning proceeds in terms of means and
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goals instead of causes and efects will have to be based upon clarity
about this same causal mechanism.

When viewed in the very broadest perspective, the facts of international
economic inequality fal iuto a defnite pattern which has a simple contour.
A few countries are economically higlly developed and have a relatively higb
level of real income per capita. To this group belong the North-Wester
Buropean countries including Western Germany, Switzerland and Austria
but not Southern Europe - and in addition tbe fomer Britisl colonies in tle
temperate zones mainly populated by European stock, i.e. North America,
Australia and Newy Zealand. Together their populations do not make up
more than about one sixth of the total population in tbe non-Soviet world,
These highly developed countries are also those that are rapidly developing
further; it is mainly tbe industrialised countries which are continuing to
industrialise and the much larger part of the non-Soviet wold's total capital
formation and investment is made iu these countries.

This is the economic upper class of nations. The lower class of nations
is far bigger. Leaving aside a number of countries in an intermediary position,
considerably more than half of the people in the non-Soviet world live in the
countries which in earlier tines were called the "backward countries' but
which in the ideological adjustment I just referred to- implying also a tendency
to smitch fron social statics to dynamics we are now becoming accustomed
to characterise as the "under-developed countries." In these countries the
real income per capila is only a fraction of what it is in the highly developed
countries. Their economic development to bigher levels of prosperity has
wsually proceeded much more slowly; some of these countries are stagnatingب 
or bave even moved backwards.

On the whole, the economic inequalities between developed and under­
developed countries lave tlierefore been increasing. As the uuder-developed
part of the world is so much larger, and as the rate of population growtb bas
tbere been more rapid, it is indeed probable, as Mr. H.W. Singer has suggested,
that in spite.of the spectacular pIogress in the highly developed countries the
economic well-being of the average human being in the non-Soviet wvorld
is lower today than it was in 1913 and, perhaps, lower than in 1900 (').

The considerable differences within both groups, in regard to actual eco­
nomic levels as well as current development rates, and also in regard to develop­
ment rates during different years in the near past, do notinvalidate the foregoing

(1) H.W. Singer, "Economic Progress in Under-developed Countries' Social Researcl,
March 1949, pp. 2f. Singer refers to the world as a whole; the statemeDt in the text about tle
non-Soviet world represents an inference from Singers' actual statement whicl holds true
a fortiori as the average income standard in the Soviet wotld is rising rather rapidly as
compared with that in tbe rest of the under-developed. world (though on account of the
high investmient rate, which has made this possible, the consumption standard has risen
more slowly).
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broad gcueralisations which I need for stating clearly the problen F veaturي١٠« مة,١ 

to discuss in these lectures. I am in search of thc causal play of forces which
has led to this result.

2. Tbe Inadcquacy of the Tteory of International Trade for tae Explanatioa
of the Economic Inequalities.

] fnd a special reason to raise this problem, since our iaberited econouic
thco1y would rather lead us to expect tbat interuational inequalities should
not be so large as they are and not be growing. ln any case this theory docs
not furnisb us with an explanation in causal terms of thesc inequalities and
their tendency to increase.

"The fact that many under-developcd countries do not derive the advan­
tages from modern transportation and coumerce that theory seems to demand
is one of the most pertincnt facts in the present interational situation and
cannot be easily dismissed' I am quoting from a recent paper by a Swvedisb
economist, Mr. Folke Hilgert ( ,( ا known for some outstanding contribution
to our ideas about the "network of intcraational trade' and related matters
which he made at the time when he served as a member of the Economic
Sccretariat of the League of Nations and which now belong to classic textد .

Hilgcrt points out that lugc movemnents of labour and capital from Europ
have transformed the plains in the temperate belts into "white man's land''
with high, rapid and sustained economic development and rising levels of
living. "Yet the gradual filling of the 'enpty spaccs' has not reduced thc pres­
sure of population in, for instance, Asia's over-populated regions where
labour is most abundant.'

Lct us remembEr, howvevr, tbat accordiug to tle classical doctrine
movements of labour and capital betweea countries wvould not be necessary

· . ٠ • • [dfor bringing about a development tovards equalisation of factor prices aD
consequently, earnigs and incomnes: in fact, the theory of intemnatiouaل 

 د ر 'ث ء•.

trade was largely devcloped on tle abstact assumption of international
immobiity of all factors ot production. That trade itself initiated a tendency
towards a gradual eqtalisation of factor prices was inplicit already in tbe

• ٢٣٠expositions by the classical authors, tbough their method of stating the law
of comparative costs in terms of only a single factor, labour which, hoWveVer,
could have difTerent "qualities'' or degrces of "cfTectiveness" ttrned the
emphasis in other directions.

(1) "Uses aad Limiuations of Lteruational Trde in Overcoming lncqualitics in World
Disuribution of Population and Resourcs'', I7orld Popnlation Conference, Rome, I954,
E/CONF.13/176, to be published.
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After ELi F. Heckscher's paper on te equalising infuence of trade ou
factor prices and Bertil Ohlin's restatement of the classical theory of interna­
tional trade in terms of a general equilibrium theory of the Lausanne school
type ,( ا) trade appeared more clearly as a substitute, or an alternative, to
factor movements in pemitting an adjustment of industriAl activity to adapt
itself to tbe localisation of natural and population resources with the result
that the relative scarcity of habour and capital became less different. Upon
this foundation there has in recent years been a lively discussion between
the econometricians elaborating, under specifc, abstract and static, condition.,
the relative efectiveness of this tendency to equalisation of factor prices as
a result of international trade (").

The inadequacy of sucb theories for explaiing realiuy cannot be ac­
counted for by pointng to the relative breakdown of the multilateral trading
system as it functioned prior to the First World War, achange which is related
as both effect and cause to the increase of national trade and payments restri­
tions. For, as Hilgert observes, a similar confrontation of the facts of interna­
tiopal inequality with the theory of intemnational trade for the period before
1914 reveals the same discord. And I would add that it isnot self-evident but,
indeed, very much up to doubt whether today a freer trade would necessarily
lead to less of international inequality or whether in general trade betweeD
developed and (densely populated) under-developed countries has ever had
that efect.

From these assertions I would, howeveY, not rush to the conclusion tlnut
the theory of international trade is "wrong" wnder its assumptions in regard
to facts and valuations. But the assumptions may be wnrealisRic, and parti­
cularly so from the point of view of the problem of how to explain the
intemnational economic inequalities as between developed and under-developed
countries and their persistent tendency to increase. In relation to this problem
the theory would then be irrelevant; it becomes "wrong" only when pressed
upon a problem wbere, instead, other and entirely diferent assumptions
are appropriate, The theory of intemnational trade and, indeed, economic
theory generally were never worked out to ft the reality of economic develop­
ment and under-developmeDt. These theories were never focused on the

 ر

(1) Eli F. Heckscler, "The Effect of Foreig Trade on the Distribution of Lncoue''
Readings in the Theory of hnrernarional Trade, selected by a committee of the American
Bconomic AssociatioD, Allen & Unwi, London, 1950 (translation from tbe Swedish original

,iner-reional and Inrernaiional Trade, Cambrdge University Fressن, Berl Ohl(:9}لإ! 
mbridge, 1933.

(2) The receDt discussion of' tbe problem of factor price equaLisation as a result of intera­
tiona] tnade was initiated by Professor Paul A. Samuelson in two articles in the Economic

and 1949; forfiier refereDce see Svend Laursen, ""Rroducnion Funcuions and1948٣لإ"%لإ%/, 
t١٥ 1eory of Intendational Trade", The Amercan EEonomie Reviewv, 1955, pp. 540 f.
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problems connected with very diferent production techniques, corresponding
to great diferences in the relative scarcity of factors of production and general
Jevels of Living, and it would be unfair to expect them to ofer a theoretical
postulation of those problems (1).

My scientifc conservatism brings me to stress also that F have here been
referring to the theory of international trade as a single, comprehensive
ystem of thought. This system, however, is the matrix of a large number of
special arguments and theorems which can usually be reshaped and ftted to
other asstmptions and thus be made to preserve their usefulness as part
of vcry difTcrent theories. This is, indeed, what we continuously accomplish:

.we are readjusting our theoretical tools to new and diferent questions. The
new questions are largely posed because of changing political circumstances.
Thus the present interest in economic development and under-development
is a refection of the dramatic political change that the under-developcd
nations are becoming articulate in craving for development and pressing
for greater intemational equality.

. The Unreahity of the Assumptions

Having thus built up tbe front against theoretical iconoclasm, I have
nevertheless to adnit that the theory of international trade does not fumish
us with the model or mechanism which contains an explanation of the economic
inequalities and their tendency to increase. It is also clear that this is due to
its unrealistic assumptions. The most crucial leap from reality is representcd
by its basic assumption of stable equilibrium. Ouly under this unrealistic
assumption does trade represent an element in the economic process whicl
onstantly operates to bring about greater ecoDomic equality between regions

and countries.

By "stable equiibriun' I refer to the assumption tbat the system eAct­
· ٠٠ • ،reonto primary changes in such a way that economic relations constantly a

the move towards an equilibrium where they would remain unchanged if no
new primary changes occurred. The idea I want to expound in these lcctures
is that, on the contrary, in the normal case there is no such tendency towards
automatic self-stabilisation in the economic system, but that the system, if
left to itself, will steadily be on the move away from such a state. If left to take

(1) Ir f :t, th de >l Ment of the "infant industry argument" and many other specialn aC, ١c [eveIopnا٠٠٠٠٠ 
considera tioDs b1 the classical authors, particularly in their discussion of practical problem9
ofthe day, contain in muce a very much more realistic approach to the problems of development
and undcr-development than their general theory. The same is true of the discussioD by
Ohlin and others of the effect of trade on technology and the relative scarcity of difTerent
factors of production and particularly diferent qualities of labour. See Rertil OhiD, op. ci1.
and Ia Poliriaue du Comerce E.rrerier, Paris, 1955.
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its natural course, the economic process wil be cumulative instead of equiibrat­
ing- in the meaning that secondary changes usually have the same direction
as the primary ones and not the oposite one- and it will then most often
tend to create inequalities and not equality, and to increase existing inequa­
lities; trade is an important element in this cumulative process. Apparcntly,
such a theory has for it the presumption of truth, since this is what is actually
happening.

This idea- in its negative form that the equilibrium assumption and tle
wheoretical approach, whichit represents, is unrealistic- is, ofcourse, anythiug
but original. It has often been pointed out that the theory of international
trade, more than any other part of economic theory, has stubbornly remained
an equilibrium theory. Professor John H. Williams, in his preoccupation with
the relation between economic policy and theory, has observed as one of the
greatest paradoxes of recent times that, "while since 1914 the world has been
in a stateofprofound and virtualy continuousdisturbance, formalinternational
trade theory has contined to emphasise equilibrating tendencies" (1); indeed
·the main drift in theory, until recently at least, seems to have been toward
further emphasizing equilibrating tendencies whether through refinement
on the classical analysis, or through the one of more modern value theory,
or by introducing more countrics and commodities... The so-called 'modern'.
or Keynesian approach has carried this emphasis even furtler through its
analysis of international trade adjustment in terms of income'' (2).

In a number of writings Williams has expressed his scepticism against
this trend of theory and attempted "to deal with the world as it is rather than
on the simplified assumptions of traditional theory" ( .( د As his interests have
primarily been focused on the relations between Western Europc and the
United States and in the main confned to those changes in the last 40 year
which to a large extent have the character of disturbances induccd by war
and crises, he has not been tempted to seek a theoretical scheme for the explana­
tion of the phenomena of development and under-development with whicl
these lecturcs are concerned. On the whole, the literature is curiously void oT
attempts to relate the problems of development and under-development
and the facts of international inequality to the theory of international tradc.
Hilgert could almost raise a claim to originality merely on the ground of
having posed this question in the article I have cited.

Professor Jacob Viner, for instance, gave his lectures in BIazil thc provoca­
tive title: Internatiomal Trade and Economic Development (1), but did not

.Economic Staliliry in a Chongig IWortd, Oxford University Press, 1953, p.  )ا}24
(2) IBia. p. 29.
(3) iBia. p. 32.
(4) The Clarendon Press, Oxford, 1953.
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raise this issue. Viner, in fact, segregates the problem of econonic develop­
ment of under-developcd countries in a last chapter where he makes many
interesting, though rather unconnected, observations and suggestions about
poverty. In this chapter he also toucles upon various international rclations:
gives reasons why foreign capital wvill probably not be available on any large
scale, reassures the under-developed countries, perhaps a little too rcadiy,
against any general adverse bias in tbeir terms of trade, and points to their
possibilities, nota bene with good fscal and monetary management, to coun­
tcract the efects of the wide fuctuations in their export prices. But the theory
of international trade appears only very occasionaly and then in certaiu
gcneral pronouncements, which because of the unrealistic cquilibrium as­

In the five earlier chapters)ا(. unption seem somewhat lost and out of place؟ 
he rnders a delightfuly readable account of his, on the wvhole, orthodo
ideas about a host of problems in the international trade feld but has astoni­
shingly Iittle to say about what thIc reader would expcct fionn the titlc of th
book: the relation between trade and development except again in the
form of intelligent but discrete inuendoes scattered throughout the tcxt.

Vincr makes one point, howvever, which has a bearing on the problem:
·Itis incumbcnt on the economist... to recognise and to proclaim tbat economic
improvement is not merely a matter of more capital, or more acres, or more
coal in the ground, but also of growth of effectiveness of management and of
manual efTort through better education, better health, better motivation, and
bettcr political and social organisation. If he fails to do s0, he is liablc to fnd
hirself throwing the blame for national poverty wholly on physical cir­
cumstances beyond human remedy, or on factors extemnal to that economy,
to thc neglcct of the internal human, social, political and moral factors whicb
may carry a large part of the true responsibility" (3). He links this correct

ultion»(1)· ،.: ء For example: "In a predominanty agricultural couotry mapid gro»% 9tP9?"  eع,
nا ,WL٠•• ء· the%!عوز]و;'لإ naccompanied by proportionate growth in dcmand for its agricultral Prن 

«، S' L٠٠٠•• ا-free-market condiions briو g sponاaج coysا y i toم aetion 49r%%?%%3{6لإ"" "hiوت is a wery
country, by making agricultural production less remunerative. ،2i4.P. :. thc under­
wrong dcscription of what actually has taken place, and is taking place,'n

 قعوؤةقة ه»i .ج ء«ة مهي ةi وج مجي جنبا،ءنءمآ، ز جي $?؟,؟لإإ%33%"
tions leads entrely asiray is the idea uhat "free market cr،} ق%!nd1% ي9 oF fact, even wheo
action forces" tendiرn to ecuilibrate industry and agricuIture. sa .., : د0'

 تومi«» ا،ي ،بثي»ثة. يif@: تإi %,يزجييي2"% إلهي%ثيل.",
asriculture to zero, Iabour wilL aot be awaنlablg f9?ت""""%%لإ ، rcfect real opporنn iy @or
is comparatively high. Costs and prices in IntusIrY es ني "free market conditions";

-i&ed, i rcmains aa unan'%'ي}لإ"" ressggإ isplacemcnv cosus. viner may answer By sق 
but tHe oint is that such an assumption is tott Iy unreaU! :04 . 'و .
swered 6uestion what this assumption precisely means uader the actual sccial, psychologicl
and cconomic conditions in under-developed countries; if tbis question is not answered,
and I believe it cannot be answered, this whole way of thinking remais meaningless and
becomes wrong, if any inferences as to reality are drawn.

Viber probably agrees with this for, as I point out in the text, heactualy does not attempt
any usc of any theory in dealing with the development problemns of under-developed countries.

(2) Ibia. p. 16.
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observation to the classical concept, utilised in the theory of international
trade, of "diferences in qualities of factors of production".

It is undoubtedly in this sphere of the "qualities' of the productive
factors and, consequently, the "efTectiveness" or production in various Lines
that a main part of the theoretical explanation has to be sought for why coun­
tries have fared so unequaly in their development and why international
trade has not been active as an equalising force. But lumping those things
together under a single, abstract and vague concept and mostly dealing with
this lump as a solid, static entity means precisely keeping them outside tle
analysis, i.e. abstaining from seeking the theoretical explanation demanded
by establishing the inter-relationships. And occasioual references to individual
elements within this lump and to their changes do not constitute a systematic
explanation, linking economic development to economic theory, but represent
rather a reversal to the indiscriminate "all case" method of the German his­
torical school, which Viner least of all should be expected to fnd to be in lis

.ikingلا 

Keeping these things outside the theoretical analysis is the second main
unrealistic assumption which makes the theory of international trade irrelevant
for the problems of development and under-development(لا ). It is closely rela­
ted to tbe equilibrium assumptions. For it is precisely in the reaLm of these fac­
tors, which the theory of international trade usually takes as given and static,
where the equilibrium assumption is most unrealistic and where instead
circular cumulative causation is the rule.

That the theory of international trade has been dominated by tbese two
unrealistic elements is no historical accident but is in my opinion the result
of certain ideological predilections. I believe that our thinking and also our
observations, even when we try to be objective, are dominated, much more
than we are aware of, by certain very general ideas or thought patterns.
These general ideas are to an extent value-loaded; this gives them influence
over our intellectual exertions and tend to protect them from our awareness
and critical attention, if we do not work with explicit value premises. They
are part of a powerful tradition and have moulded all our tools of thinking:
shaped not only answers but, even more primarily, deterined what ques-

(1) ALready in his important paper from thelate twenties, "The Theory of International
Jtade Reconsidered", Wiiliams made the points that "thE classical theory assumnes as fxed,

PrPOses of tbe reasoaing, the very tiings which... should be the chief objects of studyلإ%! 
wish to kaow is tie efects and causes of international trade, so broadly regardeلإ{} %ي"% 

،} "%%/ns ofinportance i theم facts shal fail to fnd its place in the aualysis" and that
e relaton of international trade to the development of new resources and productive

,F the presentsuatys 0F naiions, 6fincomesة »sienifcant part oF De expioraDigع Pg%شع;لإ} ف" ي 
1CEs. wel eing, than is the cross-section value analysis of the classical economists, with

"Ptipn of £iyen quoua 5f productive factors, aLready existent and employed3 مام{}
onomuc tournal, 1929, pp. 195 T.). -
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tions we ask and how we ask them. They have been particularly powerful
in determنning the theory of international trade. The two irrealistic elements
I have been referring to are the mcdia through which these iherited ideological
predilections hold their power over ecouonic theory ( .( لا

4. Groping for Theory م

The theory of international trade and its inherent ideological predilec­
tions have had, of course- to a degree and more or less by implication
their infuence also on the discussion of economic development. The facts of
international economic inequalities and of their tendency to grow are awkward
from the point of view of this theory and these predilections, and it is easiy
discernible that these facts have rather systematically been kept outside the
sphere of intensive atteution and in any case almost never been posed as a
main problem in the discussion of economic development and under-develop­
ment. Even today, when these facts are highliglted by the rising internationلa 
political tension, a tendency is visible to steer the discussion into other aspects
of the problems of uder-developed countries than those related to interna­
tional inequalities.

Similarly, the continuous trend in the theory of international trade towards
demonstrating, contrary to the facts, that u amnperedلص trade works in tbe
direction of decreasing inequalities, has its close parallel in the type of dis­
cussion carried on in the developed countries on the comnercial policies of
under-developed countries. The advices given to the under-developed couH­
tries and also the pressures exerted upon their commercial policies by
means of the policies of the developed countries themselves are determined
without much recognition of these facts and their underlying causal me­
chanism; instead they are commonly rationalised in terms of a theory of
intemnational trade founded upon unrealistic assumptions. And the founda­
tion given 't the international organisations in the feld of international
trade the Iuternational Monetary Fund, the now defuuct Lnteraational
Trade Organization and its remnant GATT tend continuously to be
permeated by the same ideological elements at the basis of our theories.

When this is said it should, however, be emphasised that on the whole
the large and rapidly growing literature on economic development and under­
development has paid little attention to economic theory generally and to the
theory of international trade in particular. In its present stage this literature
has mostly a rather uDtheoretical twist, Indeed, when it is at its best it seek
validity by keeping near to the ground of concrete facts and practical problems.

(1) In the Appendix, I giveacondensed analsis of thee major prediections of econokc
theory as they are rooted in its philoEophical fundamcnt.



16 L'EOYPTE CONIEMRORANNE

Most of the writings on economic development and under-development
express, hoWever, the need for a theoretical famework to organise our know­
edge in a systematic fashion; but this yearning is usualy qualifed by much
scepticism, which sometimes amounts to a total disbelief, that we ever will
have a general theory of economic development.

5. - The Floating Notion of the ،'Vieious Circle"

At this point F would like to call to our attention that aLmost all students
of problems connected with development and under-development make a
reference to the "vicious circle". Professor C.E.A. Winslow, in a book devoted
to the economics of health, to choose a random ihustration, points out that
·It was clear... that poverty and disease formed a vicious circle. Men and
women Were sick because they were poor; they became poorer because they
were sick, and sicker because they were poorer''. (!) Winslow thus points
to a cumultative process, continuously pressing levels downwards, where one
negative factor is at the same time both cause and efTect of' other negative
factors.

In the same spirit, Professor Ragnar Nurkse, when in 1952 preceding
me in giving that year's Commemoration Lectures in Cair at the invitation
of the National Bank of Egypt, referred to the 'vicious circle of poverty"
and explained :( ة)

«'The concept implies, of course, a circular constelation of forces tending
to act and react upon one another in such a way as to keep a poor country
in a state of poyerty. Particular instances of such circular constellations are
not diffcult to imagine. For example, a poor man may not have enough to
eat; being under-nourished, his health may be weak; being physically weak,
his working capacity may be low, which means that he is poor, which in turn
means that he will not have enough to eat; and so on. A situation of this sort,
applying to a country as a whole, can be summed up in the trite proposition:
'a country is poor because it is poor'.

Very apparently a similar circular causation between less poverty, more
food, improved health and higher working capacity wil sustain a cumulative
process upwards instead of downwards. In these lectures I will venture an
attempt to give a more defnite formulation to this vague idea of cumulative

(1) C.E.A. Winslow, The Cosr of Sickness and the Price of Health, Monograph Series
No. 7, Geneva, 1951,p. 9; cf. also Gunnar Myrdal, "Economic Aspects of Health", Chron.
World Health Orgaaisation, Geneva, 1952, 6, No. 7-8.

(2) Ragnar Nurkse, Some Aspects of Capital Accumulation in Under-developed Countries,
Cairo, 1952; cf. Ragnar Nurkse, Problems of Capital Fornation in Under-developed Cbwntries,
Oxford, 1953, pp. 4 f.
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causation and thus provide, if not a theory of economic development and
under-dcvelopment, whch would be too ambitious an aspiration. at least
an approach towvard. and a vision of. such a theory. ،

Before I close this first lecture ] wvould want to stress tbat, wvhen we Lave
once approached the formulation of such a theory of development and under­
development, it wil remain a task to integrate it into our general economic
theory and, in particular, into the theory of international trade. To have lo­
ically unconnccted and, in fact, mnutually inconsistent tbeories is hardly aع 
atisfactory state of things. This would most certainly, on the one hand, imply

·onsiderable adjustment and changes of these general thcories; those changes
would then refect thc progress in our perception of the world economy
attributable to the intensifed studies of the dynamic, loug-range probleus
related to economic development and under-development. On the other hand,
the theory of economic development, when it is once posited, wi not have
been constructed out of nothing except empirical data: as building stones
there wil have bcen salvaged many famiiar arguments and theorems nOw
harboured in tbe broad framework of our sTatic theories, adjusted and ftted
into the new structure. In economics, as in social theory generally, old thoughts
are usualy never discarded altogether; nor is eveT an idea entirely new and
original.

 ي



 م

SECOND LECTURE

THE CUMULATIVE PROCESS OF ECONOMIC
DEVELOPMENT WITHN A NATIONAL STATE

1.- Stable Euuilibrium: a False Analogy

Wheu constructing a theory to explain the changes in a social system,
the stable equilibrium notion is normally a false analogy. Its implied assump­
tions, that every disturbance provokes a countervailing reaction within the
system directed towards restoring equilibrium, and that it all will work itselF
out in one and the same time-space, have no correspondence in reality. Society
does not naturally behave as a pendulum, either resting in a stable position
of economic relations or, after having had this position disturbed, in some
circumvent way moving towards its restoration.

The normal course is not oNly, as has often been concedcd, that the oc­
curring short-run deviatioDs will themselves continuously cause to alter the
long-run equilibrium position towards which the system is supposed to be
steering. Cuite ordinaiily the system n not steering towards such a position
at al but, rather, is contiuously en route away from it. My thesis is that in the
nommal case a social change does not call forth countervailing changes but,
instead, supporting changes, moving the system in the same dii'ection as the
primary change bu nnuchfirther. A social process thus tends to become cumu­
lative and often moving with accelerating speed.

If such a process is stopped, by newv primary chaDges, as is fiequently
the case, the position of balancing forces where it comes to rest is normaاly
not a stable but an unstable one, implying that any primary clange of the
forces will again start a cumulative process away from this position in one
direction or another. Or th position of rest may have been caused by policy
interferences, planDed and applied with the intended purpose to stop the
movement. This is, of course, the very opposite to a natwral tendency towards
equilibrium, endogenous to the system.

This general characterisation of a process of social change refers to the
normal case; I wilI be discussing later the exceptions where equilibrating
tendencies are at work.
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2. ٨ Case Study of the Cumulative Process

I once carried out a comprebensive study of the development problem
of onc particular group of people: the Negro population in the United States().
It was during this study that I frst came to realise fuly the total inadequacy
of the equiibrium approach and how the essence of a social problem is tbat
it concerns a complex of inter-locking, circular and cumulative changes. I was
gradualy moved to make this tlought the main hypothesis of my study.
When now briefy referring back to this study, my purpose is to facilitate
a more concrete conception of the inner mechanism in a cumulative process
of social change.

The American Negro people are not confned to one single geographic
district where they are alone by themselves. But they are nevertheless cut
of from the rest of the American population and are tied together to a dis­
tinctly separate social group, with a community of worFies and a common
destiny. This relative social isolation is efTected by the American version of the
institution of colour caste. Behind the colour line the Negro people live to
a degrec a life as separate as if tbey were on an island with restricted com­
munications to the rest of the world. They have developed an entire class
structure of thei own, where the caste disabiities refect themselves in the
fact of a greater concentration of the population in the lower social strata
and lower average levels of al economic and social indices for comparable
strata. There is a unity in interests and aspirations in this social group just
as mucl as there is such a unity in any under-developed country or region of
a country.

The relative status of the Negro people in America in the late' thirties
and early' forties, when I made ny survey, had been rising since the great
national compromise in the 1870's after the Ciwil War and Reconstructiou,
but not very rapidly, and there had even been some retreats. Theprevailing views
on the Negro problem among the social scientists were mostly framed in static
equilibrium terms and demonstrated on the whole rather faithfully the general
trend towards social fatalism inherent in the equilibrium apprach. Mistrust
of the efDciency of "interferences" in the social process as, for example, efforts
towards educating tbe white people to broader views, campaigns for giving
Negroes legal redress through the courts, and legislatioD, "movements" and
"reforms" generally characterised the approach and was felt to possess the
mark of hardboiled scientifc objectivity in contradistinction to the credulity

An American Dilemmua, The Negro Protlem and Modern Democracy, by Gunar)ا( 
Myrdal, witl the assistance of Richard Sterner and Arnold Rose; Harper's, New York, 1944
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of the d0-gcoers ( .( ا The practical conclusion tended to be that the rise in
egro status would continue to be, asit has been for two generations, a vEry

،low and uncertain process, largely outside the grasp of intentional policy
measures : "state-ways cannot change folk-ways" (2).

In my scrutiny of the complicated inter-relations betwveen social forبec 
and, in particular, the trends of state and organisational poLicies at that timc
in the United States and their conditions and efTects, I reached the conclusion
that the national conpromise which had reigned for such a long timc was
approaching its end, at least relatively. "Ten years from now this (past) period
in the history of inter-racial relations in Amcrica may come to look as
temporary interregnum. The compromise was not a stable power equi­
Librium' (3). More positively my conclusion was that "not since Reconstruc­
tion has there been more reason to anticipate fundamental changes in American
race relations, changes which will involve a development toward the American
ideals" (9). This great, dramatic break in the social development of American
society has actually occurred. A student who has sometimes been wrong in
his forecasts of the future will be excused for pointing to a case when he wa
right.

] want now to sketch in its barest outhines the social theory or methodo­
logical hypothesis used in this particular study (5). 1n its simplest form the

(1) The important facL is, hOwever, that the sccial scienuists of this period while
most ofteD eagerly and honestly asserting that their findings and their teaching could not
have any great practical efTects on the development of inter-racial relations in ADcrica -
wcre actualy all the time effciently bringing togethcr and organising the rational argunents
for fundamental social changes. Indeed, they were making it increasingly difFcult for educatcd
rhite people to uphold some of thc stereoyped opportunistic views whicl wcrc basic to
scgregation and discrimination. It is my conviction, for which l have given thc evidencمs
in tbe book refered to above, that the Amcrican social scientisIs' work during the pre-war
period contributed mightily in producing the driving forces to thc dynamic development of

.nter-racial relations which later was gathering its momentum somc tcD years ag0ز 
(2) This laissez-faire approach in the great tradition of the Iate Professor Willianr

S iith still older moorings in the natural law philosophy which, with all the par-unner - ٠٠٠٠٧١ •h ulia of modern social science lingo and the impressive amassing of facts, has a parti-
ong hoid in America - was often connected with a vague philosophy of cconomie"2"}"" م

cI IarySLr' ,eriodر it presented itself in two vcrsions with many inter­
-iة eonomierevم aوة sion, where tFe evresuaiion w,ا i"وز",لإييق{ atg, nنوإءه 

me Iary posItons:a ،:٠ and even eradicatc race prejudice; and, much more
tion which wvould change everytIL?} ,,Psion, according to which no such revolution aw
commonly, a conservative liberalist' ,assumption in that version too was that no signi­
to be expected and, consequently •as4" y] ,م [ackling the "basic factor", the economic
ficant change can be brought about excP' ,1 s ر it was and that, anyhowv, there was Iittle٠٠٠٠ t We « ر و 'system - the situation would remain pretty THe.أ- one factor theory thus strengtlened

• ١٢C ٠chance for any type of induced changes to 8"%!""" dency م٨ and blocked a rational concep-
the cguilibrium approach and its inherent fat%!5", nic مم, development.
tion of circular iDterdependence and cumulative 1Yn٤

(3) 0p. ciL. p. 1014.
(4) 0p. cit. p. XIX. ,
(5) The rest of this section contains a condensation of the methodological arguncnt

in the book cited and particularly Chapter 3, SccUion 7, "The Theory of the Vicious Circle' ,
pp. 75 f., and Aprendix 3, "A Methodological Note on the Principle of Cumulation' , pp.
i035 ٥.٢
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cxplanatory model can be reduced to two factors: "white prejudice'', causing
discrimination against the Negroes in various respects, and the "low plane
of Living' of the Negro population. These two factors are mutually intet­
related: The Negroes' low plane of living is kept down by discrimination from
the whites wbile, on the other side, the Negroes' poverty, ignorance, Supersti­
tion, slum dwellings, health defciencies, dirty appearance, bad odour,
disorderly conduct, unstable family relations and criminality stimulate and
feed the antipathy of the whites for Negroes. White prejudice and low Negro
standards thus mutually ''cause' each other. If things remain about as they
arc and have been, this means that the two forces balance each otber: white
prejudice and the consequent discrimination against the Negroes is blocking
their efforts to raise their low plane of Living which at tle same time form=
part of the causation of the prejudice on the side of the Whites.

Such a static "accommodation" is, however, entirely fortuitous. It is
everything else than a stable equilibrium position. If either of the two factors
clanges, this will cAuse a change in thc other factor, too, and start a cunulativ
process of mutual interaction wlere the change in one factor will continuously
be supported by the reaction of the other factor and so on, ia a circular way.
The whole system will be moving in the direction of the primary change,
wpwvards or downwards, but much furtler. If the origiual push or pull i:
withdrawn after a time, still a permanent change will remaia in both factors,
or even the process of interacting changes will continue wvithout a ncutralisa­
tion in sight.

Both the two factors are composite entities. If we split the Ncgroes'
·'plane of living" into its components levels of "Negro employment'',
"wages", "housing", "nutrition", "clothing", "health", "education", "stability
in family relations', "law observance'', "cleanliness", "orderliness', "trust­
worthiness", "loyalty to society at large", etcetera the hypothesis is that
changes in all these variablcs cumulate in a similar fashior. A rise in aم y
single one of the Negro variables will tend to raise all thc otbers and thus,
indirectly as wel as directly, result in a cumulative effect to decrease white
prejudice with new efects back on the Negro plane of Living as described.
A rise in Ncgro employment will increase earnings, tend to raise levels of living
gencrally and improve health, education, manners and law observance, and
wice versa; a better education will enhance the Negroes' chances of getting
into higher salaried jobs, and vice versa, and so all through the entire gamut
of variaUles. White prejudice is an equaly composite and unstable cntity of
beliefs and valuations and is, among other things, dependant upon its result
in discrimination. Experience thus shows that, if by some chance discrimنna­
tion in a particular feld of social contact is increased or decreased, the psy­
chological force behind it, i.e. prejudice, tends to change s0 as to support
actual behaviour. This fits into the geaeral pattern of cumulative causation.
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The point is not siply that "many forces are working in the same direc­
tion". They are, in fact, not; and there might even be periods when counter­
directed forces are balancing each other so that the system remains in rest
until a push or a pull is applied at one point or the other, pushing upward
or pullنng downwards. When the total system then starts moving, it is the
changes in the forces that work in the same direction. And this is so because
the variables are interlocked in such a causal mechanism that a change
of any one causes the others to change in such a direction that these secondary
changes support the primary change, with similar tertiary efects upon the
frst afected variable, and so 0n.

We notice tlat when there is a "balance", a neutralisation of changes,
so that the system is at comparative rest, this is not a stable equilibrium at
all- of the type which is tacity assumed in the notions of "equilibriur',
"accommodation"', "adjustment', "maladjustment" and "social lag" and,
further, that under this Bypothesis a system which is moving is not steering
tOwards any "equilibrium' or necessarily "accommodating" towards any
sort of new stability. Ordinarily social systems are not in rest but are actually
moving both with tbeir own momentum and also ordinarily under theinfuence
of a multitude of outside pushes and pulls, primariy affecting several of their
variables and in different directions, thus often turning the systems around
their axes as they are moving.

The causal interrelation between all the factors in the problem of a popula­
tion group lLike the American Negroes gives sense to the general notion of the
"status'' of the group in essentially the same way as the inter-relation between
prices gives sense to the notion of the "price level' and aD index of this
status could be constructed and would have meaning as measuring in time
or space the general tendency of tbe system. The main scientifc task is, however,
to analyse the causal inter-relations within the system itself as it moves under
the infuence of outside pushes and pulls and the momentum of internal on­
going processes.

In a realistic study the system becomes, of course, very mucl more
complicated than any abstract model. All factors must be broken down by
region, social class, age, sex and so on, and the number of combinations in­
creases by multiples for each classifcation applied. The scientifc ideal is not
only to defne and arrange the factors into their elements, but to give for
each of the elemeDts a measure of their actual quantitative strength in in­
fuencing each of the others, as well as a measure of their abiity to be inDuenced
themselves by cbanges in other elements within the system or by changes
in the outside forces.

These outside forces in the study in question represent the surrounding
total national American community. Some of those outside forces are under-
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going large short-term changes as, for instance, the business situation and
employment opportunities. Some others are more constant determinants
as, for instance, the complex of inberited ideals which iu my study I called
"The American Creed' and the institutional and political frame as it is in­
fuenced and activated by those ideals. The outside forces provide continuously
pshes and pulls for the system, and they inNuence, at the same time, the
co-effcients of internal causation, i.e. they change the structure of forces
within the system itself.

The time element becoues of paramount importance in these formulae
as the effects will be spread very diferently along the time axis. A rise of
employment, for instance, will aLmost iصmediately raise some levels of Living"
but a change in levels of education or health is slow to be achieved, and its
effects back on the otler factors are theu in tum delayed, forcing a lag in
the wbole process of cumulation.

Idealy the scientifc solution of a problem like the Negro problem should
thus be postulated in tbe form of an inter-connected set of quantitative equA­
tions, describing the movement and the internal changes of the system
studied under the various inDuences which are at work. That this complete,
auantitative and truly scientifc forulation is far beyond tbe horizon does
not need to be pointcd out. But in principle it could be made; and I submit
that the workng out of such a postulation sbould be the aim and guide of
our less perfect research endeavours.

If the realism of the hypothesis of circular cumulative causation is ac­
cepted, certain general conclusions can be drawn which it is worth while t
spell out already at this point. To begin with, this concepUion ofa great number
of inter-dependent factors, mutualy cumulative in their effects, disposes of
the idea that there is one predominant factor, a "basic factor". Usually the
"economic factor" bas been given this role in an often non-conscious applica­
tion of Marxian economic determinism.

When studying the Negro problem or any othcr social problem under
tbis hypothesis it becomes, indeed, difficult to perceive what precisely is meant
b1 the "conomic factor as distinct from the others and still less understand-.لا ،.. ء 
able how it can be "basic" as everything is cause to everything else in an in-
terlocking circular manner. For similar reasons, the application of this hypo­
thesis moves any realistic study of under-development and development in
a country, or a region of a country, far outside the boundaries of traditional
economic theory. This is because by necessity the study becomes concerned
also with al so-called "non-economic factors": what thc classical authors
humped together in such concepts as "the quality of the factors of production"
and the "effciency of production" and usually kept outside their analysis.
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That, under the hypothesis of cumulative causation, an upward movement
of the entire system can be efected by any number of measures rather indepen­
dently of where the initial push is appLied, is a very important point to keep
in mind. But it certaiلn y does not imply that from a practical and political
point of view i.e, when reasoning instead in terms of means and goals
it would be indiferent where and how a development problem is tackled.
The more we know about the way in which the different factors are inteT­
related - wbat effects a primary change of each factor wil have on all other
factors, and when tbe better will we be able to establish how to reach
maximum total effects of a given policy effort in moving and changing the
social system.

Nevertheless it is unlikely that a rational policy will work by changing
oلn y one factor. If, therefore, this theoretical approach is bound to do away
in the practical sphere with all panaceas, it is, on the otler hand, equally bound
to encourage the reformer. The principle of cumulation insofar as it holds
true promises fnal efects of very much greater magnitude than the efTorts
and costs of the reforms themselves. The low status of the Negro is, for ins­
tance, tremendously and self perpetuatingly wasteful all around- for exanple,
the low educational standard causes low productivity, health deficiencies
and low earnings and these again keep down the educational standards,
and so on. The cumulatively magnifed fnal efrects of a push upward
when wisely applied to the relevant factors is in one sense, a demonstra­
tion and also a measure, of the earlier existing "social waste". In the end,
the cost of raising the status of tbe Negro will not involve any «real net
cost" at , aلل but i teadم result in great "social gains' for society. The defini­
tion of these political concepts does not only require explicit value premises
but must be conceived of in the dynamic terms of circular cumulative cau­
sation.

This is, indeed, the principle upon wbich an under-developed country
can hope to "lift itself by the shoe strings' if it can only manage to accom­
plish what Professor W.W. Rostow calls the "take-ofT into self-sustained
growth' ( ( ا and afford tbe sacrifce to wait on the full returns of its policy
efTorts.

Before I go further, I should perhaps say that I feel very much in line witl
ordinary common sense when stressing that in the uormal case circular cumu­
lative causation and not stable equiibrium is the more adequate hypotlesis
for the theoretical analysis of a social problem. John Maynard Keynes has
some basis for his famous dictum that usually "the practical men" unknow­
ingly are "the slaves of some defunct economist' when they express general

(1) Manuscript to be published shortly in the Econonic ،Journal.
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opinions. They then often think in the metaphysical teleological terms of the
stable equiibrium notion and the idea of individual interest harmony under
conditions of non-interference on the part of the state. But in tleir proper
role they act on better assumptions. Every successful businessman has tle
principle of cumulative causation as a built-in theory in his approach to prac­
tical problems; otherwise he rould not be successful. A politiciau would be
afailure ifhe did not calculate with the cumulative efects. The whole philosophy
of the professional philantbropists is imbued by this hypothesis. ('

I am afraid that the social scientists cannot escape the main respousibiity
for having preserved against the wisdom of the generally perceived common
sense amonglaymen the inherited stable equilibrium notion as the organising
principle when systematising knowledge about society into theory. They
have thus become more deserving of Keynes' observation than the "practica]
mnen" even if, as l point out in the Appendix, much researcb work and
lately also some attempts to piecemeal theoretical analysis actualy follow
quite a different approach, without it ever being really clarified, however,
how it all hangs togetlcr, how it clicks with equilibrium theory and what
more broadly it implics for our practical philosophy about tbe world.

3. A Simple Dlustration of the Drift tomards Regional Economic Lneguality
mithin a Country :

I have suggested that the principle of interlockنng, citcular interdependence
within a process of cumulative causation bas validity over the entire feld of
social problems. Suppose that i a local community an accidental change
occurs which is so relatively big that it is not immediately cancelled out in
the stream of events: that, for example, a factory, whete a large part of the
population gets its livelihood, burns down and that it becomes clear that it
would not pay to rebuild it, at least not in that locality. The ptimary efrect is
that this business frm gets out of activity and its workers become unemployed.

(1) Actually, the best formulation in writing I have fouad for the workiag of the cumu­
lative process in the feld of the Negro problem was given by one of tbe wvنi est foundation
heads in America, the late Edwin R. Embree of tHe Rosenwald Fund:

"There is a vicious circle in caste. At the outset, the deopiscd group is usualy inferior
n certain of the accepted standards of the controling class. Being inferior, members of theز 
degraded caste are dcnied the privileges and opportunitics of their fellows and so are pusbed
stiil further down and then are regarded with that much less respect, and thereforc are more
7igorously denied advantages, and so around and around the vicious circle. Even when tle
movement starts to reverse itself asit most certainly has in tle case of the Negro - there
s a desperately long unwinding, as a slight increase in goodwill gives a little greatcr clancن 
and this leads to a iittle higher accomplishment and that to increased respect and so slowly
upward toward equality of opportunity, of regards, and of status". (Brown Anerica: the
Srory of a Ne» Race, TLe Wiking Press, Neو York, 1931, p. 200). Tho vaguely implied
notion thatcumulative causation is retaring the speed of progress is, hOweveT, wTong.



Let us for the sake of simplicity focus our attention on the efTects via onu
singe variable: tbe local tax rate. The tax rate wil go up as the income basis
narrows. This secondary change may become even bigger if, in response
to the lowered demand curves, businesses and workers begin to move out
from the community to seek better markets someWhere else. If They do, this
wil usualy also change the age distribution in an unfavourable direction,
lowering taxable income per capita and raising the relative demand for public
welfere services.

The higher tax rate, in its turn, will itself act as an extra disincentive to
other busiesses and workers considering moving into the community; it
will also strengthen the incentive for already establisbed businesses in the
community and workers to seek to get out, which then in a second round wil
cause the tax rate to move upwards still more, having again simiar effects.
If in this situation the localauthorities, because of the rising tax rate, are moved
to lower their standards in various public services, such as the provision of
schooLing for children, homes for the aged, roads, etcetera, the rise of the
tax rate may be retarded but only at the expense of making the community
in another important respect less attractive for businesses and workers.

Should the tax rate before tbe frst change have reached a stationary
level, it is now not moving towards this level as an equilibrium or any other
stable level but continuously away from it, and this movenent itself is
al the time causing new cbanges of a nature to result in pushing the tax rate
still bigher, and so on and on. This simple model of cumulative causation
released by a primary change is, I believe, more typical of actual social pro­
cesses than the intersection of tbe demand and supply curves at an equilibrium
price which has become symbolic of' much of our reasoning in economic theory.

When nevertheless in wel-organised welfare states Like the Scandinavian
ones the local tax rate does not continue on that adventurous course but is
prevented from rising too mucb, and when also the community in that con­
nection is restrained from lowering the standards of public services too much,
this has quite another explanation than theplay ofthemarket forces, namely the
fact that national state legislation has been enacted for the specifc purpose
of stopping such a cumulative process by subsidising from the common purse
any individual community which for reasons outside its own command has
got into fnancial difculties, and at the same time prescribing certain miصi­
mum standards for public services. The modern highly integrated national
states in the one-sixth of the non-Soviet world which is well ofT and rapidly
progressing bave furnished themselves with a most complex network of systems
of regularised public interferences of all sorts which bave the common purpose
of counteracting the blind law of cumulative social change and hindering it
from causing iequalities between regions, industries and social groups. To
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this question of the countervailing changes induced by organised society I
will come back later.

In my example the primary change was an adverse one. The cumulative
process, however, works also when the change goes in an upward direction.
The decision to locate an industry in a particular community, for instance,
gives a spur to its general development. Work opportunities and incomes
are provided for labourers who might have been unemployed before or
employed in a less remunerative way. Local businesses can Dourisb as the
demand for their products and services is increasing. Labour, capital and
enterprise from outside are attracted to exploit the rising opportunities. One
new business or the enlargenent of an old one widens the market for others,
as does generally the increase of incomes and demands. Rising profts increase
savings but cause at the same time investments to go up still more which again
pushes up the demands and the level of profts. And the expansion process
creates continuously external economies favourable for sustaining its con­
tinuation.

The local tax rate the factor I picked out for ilustration of tbe causلa 
interrelations in a downward cumulative process can be lowered and the
amount and quality of public services enhanced; both changes will make the
community more attractive to businesses and workers also for this reason,
with the result that the local fnances will again be boosted with similar results
on the tax rate and public fnances, and so on. These fiscal effects of locaLised
expansion may become hampered because of interferences by the state in the
form of burdens for inter-regional tax equalisation built into the taxation
system. As 1 am still considering ony the play of the forces as unhampered
by state interferences, I leave this last matter for the moment.

4. The Play of the Market Forces Tends towards Lnequality

A cumulative process of the same general character, going downwards
or upwards as the case may be, wil also be generated by a change in the
terms of trade of a community or a region, if the change is large and persistent
enough or, indeed, by any other change having as its effect a substantial
decrease or increase in the interrelated economic quantities: demand, earing
power and incomes, savings, investments and production. The main idea I
want to convey is that theplay of theforces n tie market does not normally tend
1oards causing regional eguality but, on the contrary, ineguality. "Nothing
succeeds like success", and I add: nothing fails like faiure. The version in
the Bible of this ancient folk wisdom is even more expressive: "Unto everyone
wbicb bath shall be given and from hنm that has not, even that he hath shall
be taken away from him".
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If things were left to the market forces without any policy inferences,
industrial production, commerce, banking, insurance, slipping and, indeed,
aLmost every economic acLivity wbich in a developing economy tend to give
a bigger than average return and, i addition, science, art, Literature, education
and higher culture generally, would cluster to certain localities and regions,
leaving tLe rest of the country more or less in the backwater. Occasionally
these favoured localities and regions ofer particularly good natural conditions
for tbe economic activities concentrated there; somewhat more often they did
so once they started to gain competitive advantage. Naturally the economic
geograpby sets the stage. Commercial centres are, of course, usually located
in places where there are reasonably good natural conditions for the construc­
tion of a port, and centres for heavy industry are most often located not too
far away from coal and iron resources.

But within broad limits the attractive power today of a centre for com­
mercial and industrial expansion has a main origin in the historical accident
that something was once started there and not in a number of other places
where it could equally well or better have been started, and tlat the start met
with success. Thereafter the ever increasing internal and external economnies
in the widest sense of the word including also, for instance, a workiug popula­
tion trained in various directions, Lively communications, the feeling of growth
and elbow room and tbe spirit of new enterprise, etcetera- fortifed and sus­
tained their continuous growth at tbe expense of other localities and rcgion
where instead relative stagnation or regression became the fastened pattern.

It is easy to see how the expansion in one locality has "back-setting
effects" in other localities. More specifcally the movements of labour, capital,
goods and services do not by themselves counteract thc natural tendency to
regional inequality. By themselves, migration, capital movements and trade
are rather the media through which the cumulative process evolves, upwards
n the lucky regions and downwards in the unlucky ones. Generally, if theyز 
have positive results for the former, their efects on the latter are ncgative ({).

The localities and regions where economic activity is cxpanding wilI
attract net-immigration from other parts of the country. As migration is
always selective, at least in regar to the migrants' age, this movement by
itseLf tends to favour the rapidly growing communities and disfavour tle
otbers. In the historical epoch - which is only just now coming to its end in
the very richest and most advanced countries when birth control is still
on the spread downwards in the economic and social strata (2), the poorer

(1) This statement will be qualifed in the next section.
(2) When this process is completed, the avcrage fertility might well be rathcr higb or

at times evcn rising; but it is poitively, and aot negativcly, correlated to conomic and
Gccial status.
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rcgions will also have a relatively bigher fertility which adds its infuence to
that of the net emigration in making the age distribution in tbese regions dis­
favouable, at the same time as in the long run it may cause a less favourable
relation betwcen total working popultion and rcsources. The poverty in rural
regions of Europc during the long period of net-emigration to the industrial
·entres- and to America- has part of its explanation in the unfavourable
agc distribution, in part caused by migration.

Capital movements tend to have a similar efEct of resulting in increased
inequality. In the centres of expansion increased demands will spur investments,
hich in the ordinary way wi increase incomes and demands and cause a
sccond round of investments, and so on. Savings will increase as a result
of the higher incomes but wil tend to lag behind investments in the scns
hat supply of capital steadily mees a brisk demand for capital. In the other
regions thc lack of new expansionary momentum has the implication tbat
1hc demand for capital for investment remains relatively weak, so even com­
pared to the supply of savings which iw beل low as incomes are low and not
rising but tending to fall. Studies in many countries have shown how the banking
system, if not rcgulated to act diferently, easily becomes an instrunent for
iphoning ofT thc savings from the poorcr regions to the richer and more

rogrcssive ones where returns on capital are high and secure.

Tradc operates with the same fundamental bias in favour of the richer
and progressive regions and disfavour of other regions. The freeing and widen­
ing of the markets will often confer such competitive advantages to the industries
in thc already established ccntres of expansion, which usualy work under
conditions of increasing return, that even earlier existent handicraft and

-ndustrial activities in the other regions are thwarted. The hampering of inز 
dustrial growth in tbe poorer Southern provinces of Italy, caused by the
erasing of internal tarifT walls after Italy's political unifcation, is a case in
point which has been thoroughly studied: industry in the Northern provinc
had such a lead and was so much stronger that it dominated the national
market, which was the result of political wnification, and suppressed industriad
cforts in the South ( .( ا

(١) Thc proccss was conditioned aad spurred by te liو uidation of ue Poli4%3لإ""إ 
٠٠٠٠ • a ٧administrativc powver ccntres in Soutern Italy, while those in Northern Italy, Ii. "}

lat time even mnore than now were tools in the hands of the industrial intercsts there, gaine
iو gemoو y er» ه iioa عf تسبءij: يهje وi« ءة Fia ة /%Y ب"4 زي4$ لإ $ لإ %لإ"3 لإي؟
and an annexation of Southern Ttaly by the stronger NortlcrD ItAIy. e rOIc

.n the cunnulativc proccss wi]] bc discussed in a [atter section of this lecturcز 
Another cxample on a still largcr scAle is the long economic stagnation after the Civi

war up till the Second World War of the southemn states of the United States. As will be
touchcd upon in the Third Lecture, this systematic bias of trade as between regions forus
also part of the mcchanism of the economi? relations between a mctropohitan country and
i1s colnnies.
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As industrialisation is the dynaic force in this development, it is almost
tautological to state that the poorer regions remain mainly agricultural. As
I pointed out, the perfection of the national markets will even tend to frustrat
earlier beginnings of industrial diversifcation in agricultural regions. In the
backward regions of Southern Europe about three quarters of the population
gets its Livelihood from agriculture. In these regions, not only what they may
preserve of mauufacturing industry and other non-agTicultural pursuits, but
also agriculture itself shows a much lowver level of productivity than in the
richer regions (1).

The cumulative process towards regional inequality works tlrough many
causal chains usualy not accounted for in our short-term analysis of the play
of the forces in the markets. If left to themselves, those regions, which have
not been touched by the expansionary momentum, would not, for example,
be able to aford to keep up a good road system, and al their otber public
utilities would be inferior, creating other regional competitive disadvantages.
Railways would be drawn so as to meet efective demand for transport, whicl
would imply without giving mucl consideration to the needs of those regionس .

Under the same assumption the poorer regions, unaided, could lardly
aRord much medical care and hospitalisation and their populations would
show more of health defciencies and a lower productive efTiciency. Their
schools would be grossly inferior in Southern Europe the populations of
the poorer regions are actually still largely iliterate. The people living thcre
would on the average be ridden by more primitive variants of religion, sanc­
tioning traditional mores by taboos and functional magic, and they would
be more superstitious and less rational generally. Their entirc systens of
valuations would take such imprint of poverty and backwardness that they
would become even less susceptible to the experimental and ambitious
aspirations of a developing society.

A] these frustrating effects of poverty are interlocked in circular and
cumulative causation, one with the otbers and all with the biases I referted to iu
the working of migration, capital movements and trade. The contrary effects
of nising economic levels in the centres of expansion are in a similar fashion

Part of the stronger competitive position of industry in Norter Italy at the timne)ا( 
of Itayy's political unifcation, referred to above, was based on the fact that Northera
Italy also had a more developed agriculture.

Professor Jacob Viner makes the plausible point tbat ".. the real problem in poor
countries is not agriculture as such, or the absence of manufactures as such, but pOverty
and backwardness, poor agriculture and poor manufacture''. 0p. cit. p. 52.) This is supposed
to be a criticism of Prof, Raul Prebisch and others who have urged industrialisation as the
necessary mainstay in a program of economic development. As his argument is nArrowly
static, Viner however, misses entirely the point that industrialisation is motivated to rectify
a disbalanced economy and to give the dynamic monentum,
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also intercounected in circular and cumulative causatiou, continuously sus­
tainig further expausion. For easy refeTence I wil refer to all the former
efects as tbe Backsetting Efects of economic expansion in other regions. I
include under this label the efrects via migrations, capital movements and
trade and also all other more orless "non-economic" effects ex-emplifed above,
and the term refers to their total maguitude as cumulated and nagnifed by
circular causation.

It should in this connection be pointed out that according to historical
experience the cheap and often docile labour of underdeveloped regions usuaلly
does not attract industry. The few examples where the labour supply has
been efrective in bringing industry to backward regions as the movement
of textile industry from New England to the Upper South in the United
States are rather i the nature of exceptions from a general rule. There
are so many forces working in the opposite direction, among them the external
economies in the established centres of economic expansion. Ordinarily it
is labour which bas to move to the localities of rising demand and there at the
place of employment tIy to make tle difTcult eforts of adjustnent to the
diferent ways and values of an expanding society.

5. The Spread EfTecs

Against tle Backsetting Efects there are also tbe "Spread' effects of ex-ه 
pansionary momentumn from the centres of economic expansion to other regions.
Itis natural that around a main centre ofexpansion a whole surrounding region
is more or less takeninto the stride as it becomes spurred ahead byincreasing out­
lets of agricultural products and stimulated to technical advance and rational
business conduct all around. There is also another line of "spread' to localities
farther away, wlere favourable conditions exist for producing raw materials
for the growing industries. These and all other localities, where new starts
are being made and lappen to succeed, become in their turn, if the expan­
sionary momentuu is strong enougl to overcome tle Backsetting Efects,
new centres of self-sustained economic expansion.

hn reality, relatively expanding, staguating and regressing localities are
represented by a fairly continuous series on diferentlevels, with all graduations
between the extremes. Insofar as in the aggregate all the dispersed industrial
advances amount to something cousiderable, economic standards in the
whole country are given a Lift. But ordinarily, even in a rapidly developiug
country, large regions will be lagging behind, stagnating or even regressing;
and there would be more regions in the latter two categories if the play of
the market forces were alone left to decide the outcome.
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Even in the case of countries like the United States or Sweden, where
in the last century business enterprise could exploit a particularly favourable
situation in regard to natural resources and where also other unusualy ad­
vantageous conditions for economic growth were present, not least in the
general cultural situatioD, the development was not that entire countries
were drawn into a more or less equal and simultaneous expansion process.
A closer view discloses great disparities. In the United States, for example
aLmost the whole Soutb was until rccently largely a stagant region; likewise
the emergence some generations ago of the new great opportunities in agri­
culture on the Western frontier left large rural areas in New England in
decay from which some of them have not yet emerged.

A country where, on the contIary, few starts are being made and/or
wvhere the starts do not happen to meeu with sucb success that they result  iص
a substantial and sustained increase in demand, incomes, ivestments and
production, becomes an under-developed country. Even in such a country
there are, however, usualy localities and regions which are advancing indus­
trialy. MaDy Latin American countries illustrate how in countries which
on the average are under-developed, there can be districts, usualy around the
ports, which are very rapidly expanding.

The Spread Efects of momentum from a centre of industrial
expansion to other localities and regions, operating througb increased
demands for their products and in many other ways, weave themselves into
the social process by circular and cumulative causation in the same fashion
as the Backsetting Effects in regard to which they represent countervaiing
changes. hn the marginal case the two kinds of effects will balance each other
and a region will be "stagnating". This balance is, however, not a stable equi­
ibrium, for any change in the forces wil start a cumulative movement upwardsل 
or dowDwards.

Itis quite feasible that all the regions in a counry may beinside this margin
of balancing forces if the initial starts are many and strong and successful
enough and the Spread Efects work relatively effectively. The inequality
problem is then reduced to the different rates of progress as between regions
in the country. On tbe other hand part of the curse of a low average level of
development in an under-developed country is that the Spread Efects there are
weak. This is one of the reasons why internal regional inequalities tend to be
the greater the poorer the country is on the average; I wil later point to
another equaly important reasou, namely the different character of state
policies in developed and under-developed countries.

This fact that the Spread Ffects tend to be weaker, the poorer whe country
is, has immense importance in our problem. The Spread EfEcts are a fune-
1ion of the relative level of development. A higb average level of development
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n a country is followved by improved transportatioDs and conmunications,
higher lcvcls of cducation and a more dynamic communion of idcas aud
values, which all tend to sIrcngthen tHe forccs for the spread of economic
expansion. Considering the development process for a country as a whol
thc Spread EFects, as they become operative, form themselves an important,
phase of the cumulation of tlc changcs: their weakness in under-developed
countrics is one of the main facts holding those countries in s1agnation or
regressioD wvhile, on the contrary, the efective spread of expansionary mo­
mentun is a main cxplanation wly sustained and rapid progress becomes
an almost automatic process when country has once reached a higl level of
developmcnt.

6.- Countervaiing Chcoges

On this point of my reasoning I would hike to recall that my main hy­
pothesis is thc existence of a circular and cunulative causation, implying
that in the normal case sccondary changcs, called forth by a primary change,
tend to move thc system in the same direction; this is what makes a social
process cumulative. Expansion, when it has once got a start in a locality,
wvill fecd itself, while this very movement upwards in one locality will engender
Backsetting EfTects in other regions which would force them ito a spiral of
regression, if there were no Spread Effects from the former localities strong
enough to counter-balance the Backsetting Efects.

The Spread EfTects to the otherwise regressing regions 1epresent thus
in tlose regions a countervailing change to the Backsetting Efects operating

a downward direction. Under no conditions do the Spread Efects establishمن 
the assumptions for an equilibrium analysis, though. Economic stagnation,
if it occurs, is nothing else than a fortuitous and temporary balancing of the
two types of efTects. On a higher level of general economic development iD
a country the relative strength of the Spread Efects becomes itself a spur
to development, while on a low level the weakness of thc Spread Efects implies
that they do not counteract the Backsetting Effects' infuence to cause a cu­
mulative regression.

There are a great number of otber complications and qualifcations
that in a more elaborated analysis would have to be ftted into the model
which I am attempting to visualite. Thus we cannot exclude, though we see
very Little evidence of it around us, that thcre might be factors inherent in
the situation of a centre of economic expansion which tend to retire or even
revert tle cumulative process when it has reached a certain level of develop­
ment, for iustance due to an increase of not oلn y public cxpenditure but also
private costs when industry has become too concentrated "external dis-
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economies", if the temm be allowed and, more generally, the social and
individual costs of congestion. To the same category would also belong the
depressing effects of decreasing demand in a "maturing economy", if new
outlets are not created by capital export, state expenditure, inclding all
Sorts of social investments but also war and amament costs, or otherwise.

Or it may be that wages and the remunerations of other factors of produc­
tion can be driven up to such a high relative level that for this reason other
regions get a real chance to compete successfuly. A prolonged period of
economic expansion may also have saddled a prosperous region with a very
large equipment of old real capital which may introduce a temptation not to
discard obsolete capital so rapidly as would be advantageous in a period of
swift technological development. The quasi-monopoly in many felds, wbich
is often connected with a position of having been in the lead for a long time,
may also have damaged the spirit of enterprise and risk-taking ( .( ا ،

In the downward direction, the cumulative process miglt Likewise engender
endogenous countervailing forces and become arrested. Thus the cruel Mal­
thusian population checks, raising the death rate when population increase
had pressed down consumption under the subsistency level, represented in the
classical population theory such countervailiug changes operating when there
was a downward movement of tle level of living of the workers. These checks
ould set a limit under which regression could not proceed and thus establish
a low level stagnation equilibrium. Assuming permanency in the forces operat­
ing in tle direction of economic regression, this equilibrium would indeed for
once be a stable one. The recent explosive development of medical science
making the prevention of death even at exceedingly low living levels a ratler
easy and inexpensive matter, would tend to force the population checks to
retreat and thus move tle stagnation equilibrium to a much more depressed
level of human misery in countries where economic development does not
keep pace with increased population pressure. There might be other endogenous
countervailing changes in a downward process having a similar efect of slowing
down, arresting or eveu turning the direction of the movement.

Naturally, in the short run, in all countries and all regions at all times
the equilibrating interplay of couatervailing changes as between demand,
supply and price to which economic theory has devoted such a dispropor-د 

tionate amount of attention - will be operating more or less according to
that theory. This interplay usually 1epresents, however, only the ripples on
the surface or, to mix the metaphores boldly, the foxtrot dancing steps of all
the participants in a market during the broad marcl of events.

(1) An analysis of these and other factors apt to retard an expansionary movement,
as they operated in Europe iu the period between the two World Wars, is contained in Pro­
fessor Ingvar Svennillson's Growvth and Stagnarion in the Earopean Econony, Geneva, 1954.
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٤y ٠٠٠ ،In geneRal, changes of anticipations conscquent to more prinary cbanges
rAther tend to puh and support a cumulative process; this agrees with the

 ه و ج

main bypothesis. Thus, already an expectation on the part of the white popula-
tion that the Negro plane of Uving will be rising, normaly tends to decrease
wvhite prejudice. In certain regions of the South in America and, in particular,
among the poor whites who are in the closest competitive position to the
Negroes, such an expectation may, however, at least for a time, instead cause
Fising resentment and increased prejudice which tLen iutroduces a counter­
directing secondary reaction but, of course, no equiibrium,

When rising prices cause people to expcct further price rises, this wil
normally move them to buy more and sell less which, in full accordance with
the main hypothesis, supports the primary tendency of the prices to rise. In­
dced, it is mainly the anticipations wlich give to the Wicksellian cumulative
process its acceleration in later stages (Wicksel's policy goal of a constant
price level wvas not to be expected as au outcome of tbe play of tbe forces in
the market but as a result of intentional monetary policy). But, of course, it
is possible that pcople are so conditioned by theory or earlicr experience that
they will expect that after a rise in prices tLere will folow a fall; this then,
of course, Las the contrary effect.

If people really bclieved in an equiibrium thcory, this would - in a
way similar to their knowledge of psycho-analysis infueuce their mental
teactions and their behaviour, normally in the direction of countervaiing tbe
cumulative process. If people were more staticaly minded, and therefore
expected corrections to come automatically, they would tlus show greater
rcluctance to move out of the community where the factory had buTned down,
and they would be less eager to invest in enlargement of their plants in the
other commnunity where instcad I had assumed a primary change supurring
the development process upwards. In botL instances this would slow dowa
the cumulative process, particularly in the beginning; in the extreme case it
could stop it altogether.

A realistic study of any social process wll have to reckon with a great
variety of diferently interrelated secondary changes, and I do not deny that
sometimes the changes are interlinked so as to counteract each other. Never­
theless, I believe that when main trends over somewbat longer periods are
under consideration, social changes tend to be cumulating in their net effects.
The development problems refer by defnition to these longer periods and
to what happens when the primary changes by cumulation come to have
magnifed efects and give rise to a sustained movement which then reaches
outside the framework of aDy static adjustment towards an equilibrium.

It has to be remembered, however, that the long term changes are nothing
else than the cumulated changes in tbe shorter Tun. Naturally, the short term
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ebanges in the general business conditions of a country asa whole have to be
fitted into the scheme. A boom implies a generalised spur to expansion over
the whole economic feld. It will perhaps usually have its strongest efTects
in the established industrial centres but may be helping along a number of
new starts in other localities or making lingering old starts a success. A boom
wil probably always increase the relative strength of the Spread Effects. A
depression should have the opposite results. I believe that more intensive
research on changes in the general business conditions, directed nore speci­
ficaly on their consequences for economic development and, in particular,
on the aspects of this problem relating to economic geography, would be
rewarding. When changes in general business conditions by tradition are dealt
with as the "business cycle problem", long after these changcs seem to have
Iost every appearance of being cycLical, this implies a recognition that, under
the given institutional set-up, there are in the economic system self-generating
changes of the countervaiing type.

7.- The Role of the State

The Secretariat of the United Nations' Economic Commission for Europe
has since many years devoted increasing attention to the empirical study
of the problem of regional development and under-development in various
Buropean countries; the results are beig published in the annual Economic
Surveys ofEurope. This year a more comprehensive analysis of tlese problems
was contained in a separate chapter of the Survey ( :( ا From this study I
want only to retain two main conclusions which become apparcnt as soon as
the relevant data are organised according to regions.

The first one is that in Western Europe regional income disparities are
much wider in the poorer countries than in the richer ones. If we use sucH
a simple measure of regional inequality as the proportion of the total popula­
tion of a country living in regions where average incomes are below two-ت 
thirds of the national average, we fnd from the tabulations for this study tbat
this proportion amounted to only a few percent in Britain or Switzerland, to
some ten percent in countries like Norway and France, and to about one­
third in Italy, Turkey and Spain (%).

The second conclusion is that while the regional inequalities have beer
diminishing in the richer countries of Western Europe, the tendency has
been the opposite in the poorer countries.

(1) "Problems of Regiona] Devclopment and Industrial Location in Europe", Economnic
3Sarvey or Europe n 1954, Geneva, 1955, pp. 136 R.

(2) Not only thc incaualities within each country but also the difTercnces in relative
ineguality between countries would havc appeared much greater, iF the administrative divi
sion in regions used for the tabulation had been morc adequate to the problem studied.



One part of explanation to these two broad correlations follows directly
as an inference fiom the characterisation of the social process of circular
cumulative causation which I bave attempted to give in the foregoing. Tb
Spread EfTccts tending to communicate tbe economic growth momentum
fiom the localiscd centres of expansion to other localities and regions is de­
pendent upon such factors as transportation, communications, education,
rationalisation and equalisation of beliefs and valuations, etcetera, which
arc themselves a function of the general level of economic development
attained. It is fron this point of view natural that the poorer countries should
show greater economic inequalities as between regions, and it is also natural
that regional inequalities should decrease as a country emerges fron1 poverty
and stagnation.

When a country develops and bccomes ricler and then the Spread
EfTects become stronger, the resulting greater equality as between regions
will itself spur economic development and so become an important factor
in the cumulative process. It implies a fuller utilisation of the potentialities
of the human resources in a nation. On the contrary, the fact that the Spread
EfTects are eaker in an under-developed country, whicb geuerally is caused
by its poverty, and the consequent fact of gross inequalities, with often tbe
larger part of the population living on a subsistence level in stagnant or
regressing regions, represent tbemselves a major impediment for economic
progress, This is one of tle interlocking relations by which in circular cumula-
1ive causation "poverty becomes its own cause''.

Of equal inportauce for the eplanation of the two broad correlations
is another facL, namely that wvithout exception all tbe ricLer countries since
a couple of generations have been approaching the "welfare state". In those
countries, tle market forces which vould have Iesulted i a tendency to
rcgional inequalities have become imcreasingly regulated and counteracted
by state policies directed towards greater regional equality. In the poOrer
countries, on the other hand, market forces have been given a relatively freer
play, when their effects to create regional inequalities have not actualy been
supported and magnifed by built-in feudal and other inegalitarian institutions
and power structures aiding the rich in exploiting the poor.

The causal relation is again circular, insofar as the poorer countries have
«emained poor partly because in recent generations the eforts to national
integration poiicies have been weak, whنle on the contrary, the richer couDtries
bave succeeded in maintaining their economic progress by more forcefully car­
ryig out sucb policies. Again, asin relation to a dierent strength of tle Spread
EFTects, it is a question of the degree of the utilisation of the human resources
of a country.
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The egalitarian poLicies of the welfare state are not inexpensive: to t­
advantages meted out to the poorer regions in a country correspond sacrifice
for the richer regions, at least temporarily. This is another example of ircular
causation in the cumulative process: egalitarian policies mcet greater dif­
ficulties in a poorer country which would need them so much more as th
weakness of the Spread Efects has there created greater inequalities to over­
come. Again "poverty becomes its own cause". At the other end, economic
progress and rising levels of income mean more elbow room for everybody
and therefore give more force to the ideals of rational generosity. Wh
people are becoming better ofT and have greater security, they will feel freer
to give up privileges and let down barriers keeping others out and will be more
prepared to carry the costs of common burdens; and this process, in its trn.
buids ever stronger the fundament for continuous economic prOgress.

Broadly speaking, the egalitarian policies of the welfare state wvill c
aimed at strengthening the Spread Efects of communicating the expansionary
momentum to the less progressive regions of a couDtry and counteracting the
Backsetting Effects. In the system of cumulative causation the two types
of infuences - the market forces and the policies are circularly interlocked
even in another way. Weaker Backsetting Effects and stronger Spread EFects
and, consequently, less of regional inequalities give a frmer political
power basis for the egalitarian policies. As, in their tuIn, those policies esult
in greater equality, democracy strengthens its hold as it is evolving. On the
contrary, with the strength of the Backsetting EFects and the weakness of th
Spread EfTects in a poor country folow greater economic inequalities; this.
is inimical to the growtb of effective democracy which could form the power
basis for the egalitarian policies such a country would be in particular nee
of precisely because of the relative weakness of the Spread Efects and the
strength of the Backsetting Efects.

Generally speaking, on a low level of economic development with relatively
weak Spread Efects of expansionary momentum, the competitive forces iI­
the markets will by cumulative causation constantly be tending towards
resulting in regional inequalities; the inequalities themselves will be holding
back economic development and at the same time weaken the powcr basis
for egalitarian policies. A higher level of development wil strengthen the
Spread Efects and weaken the Backsetting Effects whicl wil decrcase regionaf
inequalities; this will sustain economic development and at the same time
create more favourable conditions for policies directed to decrease still further
regional inequalities. As the national state becomes ever moIe efectively a
welfare state- mnotivated in a way which approaches a more perfect democracy
and having at its disposal national resources big enough to carry out large scale
egalitarian policies with less sacrifices on the part of the regions and group°
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that are relatively better off the stronger will be both the urge and the
capacity to counteract the blind market forces which tend to result in regionلa 
inequalities; and this, again, wil spur economic development in the country,
and so on and on, in circular causatio1.

These statements move on a level of bigh generality, as a "theory" is
permitted to d0. Broadly, they grasp the social facts as they organise themselves، ٣ «اد

into a p attern when viewed under a bird's eye perspective. The special charac-
teristics and circumstances of every country, every region and, indeed, every
acting individual diferences in natural resources and their dispersal in a
country, international relations, historical traditions in regard to production
activity, national and group cohesion, relgions and ideologies, and economic,
social and political initiative and leadership, etcetera wil result in wide
ariations to the theme. They can, however, all be ftted into this general
vision of circulAr cumulative causation as they cannot be integrated in our
inherited theories insofar as they are dominated by the equilibrium approAch.

8. The "Oppressor State" and the "Welfare State'

The term "state'' stands here for all organized interfereDces with the
mnarket forces. The defence for this vaguely inclusive terminology is the fact that
n modern time the state has actually become the main manifestation of this

organized socieuy and has enforced itself as the controlling framework for
practicaly all the interferenccs by other institutions and power groupings
within the state.

The traditional role of the "state" in this inclusive sense was mostly to
serve as mediun for giving additional force to the cumulative process tending
towards inequality. It was the economically advancing and wealthier regions
and social groups which were more active and effective in organising their
efoTts, and they had usually the resources at the same time to stop organisational
efTorts by the others. And so the "state" wvhich stands here for organised
society became mostly their tool in favouning their interests.

Feudalism was a huge collusion between the rich and migbty to lay
a hold on the land and seize power to tax the peasants. The cities enforced
their "privileges'' upon the surrounding rural regions: the merchants and in­
dustrialists in the cities protected themselves against competition from outside.
In the cities the richer classes protected themselves efTectively against tbe
poorer: labour regulations not only in the mercantilist state but much earlier
were weighted against the workers, and their general purpose was to keep down
wages and to sustain labour supply. The heavy anti-state and anti-organisation
bias of the classical economist was thus in their timne much more of a truly
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«1iberal" position as it was directed against a state whuch could still generally
bc claracterised as the "oppressor state".

But it should not be overlooked that even in the poorest and least progres­
sive countries policy actions were continuously taken by the state to counteract
the tendencies towards inequality. The under-privileged groups pressed for
greater equality. From all ages history records uprisings of the poor against
the ricb, the exploited country-side against the city, the peasants against the
landlord. When successful, these revolts by the under-privileged received the
sanction of the state.

In Sweden "land reforms" were centuries ag0 pessed though timc and
time again, often more radical than those at prescnt carried out or planned
in under-developed countries. The proud words in tle Swedish Constitution1
which in free translation may be givcn in the following form: "The right of
the Swedish people from the most ancient time to be taxe only with its
free consent is exercised by Parliament'', refer to this iaportant and ratlcr
singular historical fact that in Sweden thc buds of feudalism were at all times
continuously nipped in the bud by the revolts of the faImers who thus tetained
fairly uninfringed property Iights to the land and thereا y also their frecdomn
as citizens.

The national state, wben it came into being, almost always partly relied
upon popular appeal even centuries ag0, and it almost always excrted a
certain amount of countervailing power against the tendency to regional
inequality. Pvery state took early some responsibility for common services
and for building roads and raising the level of technology in the backward
regions - though ordinarily in a poor country an inproportionate part of
the meagre public funds devoted to such purposes served the richer reRions

 ت
in particular.

In the planning of railways considerations of slort-term profitability,
as I mentioned, worked to the advantage of the richer regions. But fiom the
beginning in most countries another purpose was also operative, namely to
open up under-developcd regions; freight 1ates were gradually fashioned
with partial regard also to tlis second purpose. The same applies to the building
of electrical power stations and distributional petworks even if it happened
٩uite late in fairly advanced countries that power tarifs were biased to tle
advantage of the richer regions.

As the baDking system developed, some precauLions were usually rather
early taken in the laws regulating this activity to preserve some control over
capital resources in the interest of the less industrialised regions; later or
specialised fnancial institutions were established and subsidised to service
their particulat credit needs,
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Fn thc last decadcs of tbe nineteenth ccntury agriculture tended to bccome
an occupation which remuueratcd the tillers on a much less generous scale
than otlcr workers, ad protectioD for the ptices of agricultural products، ح 

was built into the system of ecouomic policics. Measures to aid the starting٠٠ ث•

of new industries in stagnant regions and to protect exristing ones were common
in almost all countries fiom a still earLier stage. In somc countries the beginnings
of legislation to protect tenants agaiust abscntec laudowners, farmers against
thc big corpotations, formed to exploit the wvater povver and the forests, and
other similar policy measures were also taken long ag0.

Thcse policies were wcak, particularly in tle uow poorcI and relatively
tagnating countries, and usualy mucl more than counterweighted by other

policies framed to favour the ricler regions. But they ere always prescnt
in some measure. In fact. cforts to support economic development in under­
developcd regions are as old as tle national statcs.

A mai vehiclc for these strivings towards regional equalisation ncasures
werc the national parliaments. As thcy dcvelopcd and gradually aforded a
platform fot grievauces, this policy trend gatbered momentum. The poor are
the many and cvcn the rclatively poor atc the great majority, wberever tle
line was drawn for those who were given a say. In order to gain power political
parties had to sponsor refotms in tlc interest of greater regional cquality:
this becamc the more ncccssary as later thc electorate was gcadually enlarged
towards manhood suFTiage. Popular movemeuts and intcrest organisations
played tleir inportant role. Tle more advanced states perfected more aud
more systems of laws and regulations favouring the poorer rcgions and tl
poorer classes generally.

8 considerablc part of the cqualisig neasures took tle forn of transfcrring
€ver morc functions to be provided fot out of the public purse and of transfer­
ring the financial responsibility, partially or entirely, to ever larger units:
from the local conmunity to the province and from botl to the state. This
happened gradually to Ioad building aud road upkeep, to the provision of
cIinics and lospitals, to tbe responsibiity for sanitation, health protcction,
education, etcetcra. At the same timc minimum standards for public servic
proided y ا the municipalities were enforced, and tax equalisation schemes
were embodied in tle general tax system, usualy earlier than the introduction
of progressive taxation. The institutions to provide professional training, better•ن 

market outlets, credit, ctcetera, to the poorer regions proliferated and wer
made stronger.

Already a littlc more tlan half a century ag0 began iu the advanced coun­
tries the development towards social security reforms and, a couple of decades
later, towvards progressive taxation, twvo mighty policy ttends which Iave for-
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cefully contributed to equalisation even as between regions. Individuals from
the privileged classes, like Hjalmar Branting in Sweden and Franklin Roosevelt
in the United States and many before them, went over to the other side and
contributed leadership to the poor.

I believe it would be a rewarding task to make an intensive conparative
historical analysis of this development from the "oppressor state' to the "wel­
fare state" under the main viewpoints of its interrelation with economic pro­
gress and its character of a cumulative social process. There would be many
individual diferences as between the several countries, particularly in regard
to timing, but I believe a main conclusion would nevertheless be fundamental
similarities in the broad pattern of historical sequence and the causal cumulative
mechanism of social, economic and political factors steering and determining
this sequence.

Fn a few counties we have by now reached a situation where no lrge
social groups and, consequently, no regions are permitted to be realy poor
and, which is even more important, where the opportunities for the newly
born are almost equal. As I pointed out, this impLies among other things that
the productive powers of the entire population are brought nearer to their
real potential. The refoIms as they have evolved have at every point of time
continuously contributed to raising the "quality of the factors of productions";
they have by raising the level of national productiwity widened the fnancial
imitations of social reform policy, thereby also making possible still further
reforms, and so on.

A main explanation of why these few countries can bc characterised as
highly integrated is to be found in these complex networks of systens of
state interferences, preventig any region, industry orsocial group from lagging
far behind in their developmnent. Tle interferences get their support from the
sentiment of national solidarity in countries wbere the ideals of liberty and
equality have been operative social forces; the gradual realisation of these
ideals bas in its turn strengthened them and thereby the solidarity basis for na­
tional policy. Econonic progress itself has iacreased the strength of the Spread
ETects of expansionary momentum, decreased inequalities and thus soLidified
democracy; it has also created the easier conditions for mutual generosity
which made the enactment of the equalising state policies gradualy more
possible; in its turn the greater cquality of circumstances in tbese countries
has sustained economic prOgress.

Rolicies for narional integrarion, including regional cquaisation, represent
themselves a phase only of the cumlative social process of economic develop­
ment, thougb this process is of a higher order as it includes also, in addition to
tbe evolvement of tbe market forces, people's political attitudes, the political



G. MYRD ٨ ا -mrwrr 6n٤٥٣٦1- ٠٠٠٠٠٣
، 43

interfcrences and in fact the entire politiلac process. In these countries social
and econonic reforms now develop further by their own momentum as almost
incidental to cconomic progrcss which has party been, and continues to
be, one of their results and ب the nced for "reformers' has decreased to an
extcnt that the internal life of those nations has lost much of its earlier dra­
matic interest. The distributional conficts become minimised and their
continuous gradual solution secured by the expected general rise in production.
To spur on this rise in production becomes in an ever more egalitarian society
the main policy goal and it is commonly shared by all regions and groups.

Wlen these fEw countries dcmonstrate an approach to hammony of in­
dividual interests as, indeed they very defnitely do this is, however,
not the old one of natural law, utilitarianism and the economic equilibrium
theory, brought about by natural forces in the market. It is r0 a large exrent
a "created' armony, creared through policy interferences by organised society
into the operation of the market forces which, if lefi to themnselves, wold have
lel to discharmon, and it is naIrowly restricted to the nation.

One closing word on the operation of the price system. In the highly
integrated national states, the conditions under which the price system operates
havc, in this cumulative social process, been radically infuenced and arranged
by 1he legislation and administration of the state, by intercst organisations of
all sorts wvhich, in tlosc countries, tend to become quasi-public institutions
and by individual private businesses which, contrary to the assumptions of the
theory of price formation under free compctition, are powerful enough to
infuence demand or supply and, consequently, prices. Prices are nanipulated;
1hey are not the outcome of the forces in the narket; they are in a sense "political
prices", depending on the regulating activity of the state, @uasi-public and private
organisations and priwate businesses. The state interferences in the price system
are, in a sense, the covering and closing ones as, under the direction of the
political process in a democracy, they are partly framed to regulate, countervail
or support, tle non-state interferences in order to make the total outcome
correspond to thc vahuations and objectives which emerge from the democratic
political process.

Nevertbelcss, within this institutional framework the price system func­
tions, and apparently to considerable satisfaction. Short-term changes in
demand and supply work themselves out in about the way described to such
full length in the inherited eeuiibrium theory of price formation. It can even
be stated that it is precisely in these countries where the price system is given
a real chance to function, and function wvell. In the less wel integrated coun­
tries, on the other hand- with a less eficiently working mechanism of the
spread of expansionary momentum and where, furthermore, the state gives
to the natural forces more free play and has, in fact, because of the poverty,
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so much narrower Limits for policy interferences in all respects even shOrt­
term changes are continuously apt to start a development towards somc sort
of public disaster.

9.- Tbe Need of a Theory

This is very obviously a complex of problems which should entice the
builder of mathematical models and where the att of the econometrician would
also be maximally useful. Tbere is need for abstract models accounting for the
complex circular causal interrelations between changes in the various forceg
during a cumulative social process and doing it in such a way tbat statistical
data could be inserted. I am aware that Professor Ragnar Friscl and others
have been experimenting with very much simplifed models of tbis type anc
tried to work out the methodology for more perfect approaches. Indeed, sone
of tbe illustrative models, presented in the present lively discussion of the
development problem of under-developed countries constitute also small
pieces and bricks of a mathematical theory of cumulative causation. Wlat
we are all groping for is a general theory of development and under-develop­
mlent.

Giving such a theory of circular cumulative causation a matlematical
form encounters the difculty of the compulsion to restrict the variables
to a bare minimum. For realism and relevance the model therefore by necessit

• ٠٠٠٠ • ydepends on a major a priori: an insight into what the essential facts and· ١ ncausal relations really are. To take this a priori from one's own huncl :· ' ٠'ES 1e
almost certain to be a choicc of one of the innumcrable roads to irre]eEvance.
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essential and thus be in a position to draw inferences whicha5١ [و ا re relevant. F .٠ ه ،0,
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6ion of the theoretical thinking of "the practical men" which, as I pointed
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has a much broader scope of validity. The devotion of so much of their efToP
even in the last decades to "wclfare ecomomics' though it was conclusively
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proven long ago that this entire approach is unrealistic and, iD fact, even without
kogical sense is a demonstration of this point.
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There is no otler rational way to reach that insight into what is really
essential, which is indispensable for the choice of variables for a theoretical
model, tlan the cumbersome and laborious one of comprehensivc and intensive
cmpirical social science research. Only on this basis can we hope to construct
1he "model of the models" which could function as the guide to realism and
relevance for our abstract theories. This basic empirical research wvould nccd
to cncompass social facts and relations in all fclds. Our traditional division
of knowlcdge into separate and delineatcd social science disciplines has, of
course, n0 correspondence in reality, and concrete social problems are never
simply economical, sociological, psychological, or poLitical. A model of
development and undcr-development which works only with ''economic''
variables, for instance, is already for this reason doomed to be unrealistic
and thus irrelevant.

And this comprehensive social scicnce researcl, prior to the construction
of the abstract model and needed for its rcalism and relevance, should b
unfettered as far as possible from the powerful predilections I have referred
to; the general method to accomplish thisis to work with cxplicit value premises
tested both as to relevance and signifcance. This comprehensive research
needs, however, as it procceds, to formulate hypotheses in order to direct tle
observations and ask pcrtincnt questions. Empirical knowledgc cannot be
assembled and systematised without orgauising principles, i.e. an insight
into what are the cssential facts and relations. It nccds, in fact, for its own
pursuit a nucleus of thc tbeory wvbich I said could only be constructed on itself
2s a basis.

This is tbe logical crux of all science: it assumes in all its endeavours an
a priori but its ambitions must constantly be to fnd an empirical basis for
this a priori. A wOrth-while theory of development and under-development,
f it ever could be formulated, would have to take its direction from ideasز 
distilled from the broadest empirical Knowlcdge of social change in all its
manifoldcdness, acquired under the greatest freedom fron tradition-bound
predilcctions. Only thereby can the heroic simplifcations be safely founded
which the cconometrician nceds for using his powerful tools in a way wbicl
makes his contribution realistic in explaining social reality and relevant to the
guidance of social policy. But the empirical knowledge itself cannot be acquired
without principles of selection and organisation, i.e. wvithout a vision of a
theory.

We are thus constantly attempting what in its perfection is impossible
and we are never reaching more than makeshifts; tbese, howvever, can be
better or worse. In our prescnt situation the task is not, as is sometimes as­
sumed, the relatively easy one of flling our "empty boxes' with a content
of empirical knowledge about reality. For our theoretical boxes are empty
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pnimarily because they are not built in such a way that they can hold reality.
We need new theories whicb, however abstract, are more realistic in the sense
that they are in a higher degree adequate to the facts.

Meanwhile, I believe it to be a disciplining force in our dispersed efotts
in the feld of developaent and under-development that a clear concept of
the ideal is constantly kept in mind and given a directing role in all our research.
To begin with, we need to free ourselves from the impediments of biased and
inadequate predilections and unreal and irrelevant theoretical approaches
hich in our academic tradition we are carrying with us as a heavy ballast.



THIRD LECTURE

THE INTERNATIONAL PROBLEM

1.- The Poverty of the Under-dereloped Countries

In this Tuird Lecture, where I proceed to deal with the problem of iater­
national inequalities, I wil as in the earlier two be interested only in the
broadest structure of essential facts and causal relations not at ths stage
in particular cases as, for example, the spots on the map of the under. developed
world where there are oil resources to be exploited and wHicb now attract
capital and enterprise in large scale economic enclave buildings. The vision
of a theory of development and under-development I am reaching for, should
outline those facts and relations which are general, common aud essential,
but it should have, at the same time, the capacity to encompass in the suc
cessive stages of concretion, whicl is the aim of scientifc research, the special
characteristics and circumstances of individual under-developed countries.
THis is wvhat I ncan by the realism of a theory. My postulate is continuously
that the inherited equilibrium theory does not furnish such a realistic framework
for research, mainly because it does not contain the hypothesis of circular
cumulative causation but actually excludes it.

Against thc background of the analysis of regional relations, carried
out in the Second Lecture on the basis of this hypothesis, the backwardness
and poverty in the under-developed world should not cause surprise. Contrary
to what the equiibrium theory of international trade would seem to suggest,
the play of the market forces does not work towards equality in the remunera­
tions to factors of production and, consequently, in incomes. If left to take its
owD course, economic developnent is a process of circular and cumulative
causation whicb tends to award its favours to those who are already
well endowed and even to thwart the eforts of those who happen to Live in
regions that are lagging behind. The Backsetting Effects of economic
expansion in other regions domiaate the more powerfuly, the poorer
a country is.

Within the national boundaries of the ricler countries an integration
process has taken place: on a higher level of economic development expan­
sionary momentum tends to spread more efectively to other localities and
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regions than those where starts happen to have bcen made and successfuly
sustained; and inequality has there also been mitigated through interferences
in tbe play of the market forces by organised society. In a few highly advanced
countries comprising oد ly about one-sixth of the population in the non­
Soviet world this national integration process is now being carried for­
ward towards a very high level of equality of opportunity to all, wherever,
and in whatever circumstances they happen to be born. These countries are
approaching a national harmony of interest which, because of the role played
by state policies, has to be characterized as a "created harmomy'; and this
has increasing]y sustained also their further economic development.

Outside this small group of higbly developed and progressive countries,
al other countries are in various degIees poorer and mostly also less prOgrcs­
sive economicaly. In a rather close correlation to their poverty they are riddcn
by internal economic inequalities, which also tend to weaken the efectiveness
of their democratic systems of government in the cases where they are not
under one form or another of oligarchic or forthright dictatorial rule.

The relations between relative lack of mational economic integration and
relative economic backwardness run, according to my hypothesis of circular
cumulative causation, both ways. With a low level of economic development
followv low levels of social mobility, communications, popular education and
national sbaring in beliefs and valuations, which imply greater impediments
to the Spread Effects of expansionary momentum; at the same time the
poorer states have for mucL the same reasons and because of the very fact
of existing internal inequalities often been less democratic and, in any case;
they have, because they arepoorer, been up against narrower fnancial and, at
bottom, psychological limitations on policies seeking to equalise opportunities.
Inequality of opportunities has, on the other hand, contributed to preservingو ا 
a low "quality" of their factors of production and a low "effectiveness' in
their production eforts, to use the classical terms, and tHis has hampered
their economic development.

0n the intcmnational as on the national level trade does not by itself
necessarily work for equality. A widening of markets strengthens often on the
frst hand the progressive countries whose manufacturing industries have the
lead and are already fortifed in surroundings of external economies, while
the under-developed countries are in continuous danger of seeing even what
they hiave of industry and, in particular, their small scale industry and
handicrafts outcompeted by cheap imports from the industrial countries,
if they do not protect tbem.

It i easy to observe how in most under-developed countries the trading
contacts with tbe outside world have actualy impoverished them culturaly.
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Skills in many crafts inherited fron centuries back bave been lost. A city Like
Baghdad, with whose name sucl glorious associations are connected, today
does not harbour any of the old crafts, except some siver smithies, and they
have adapted patterns from abroad requiring less craftsmansbip; similarly
it is only with the greatest difFculties that one can buy a book of Arabic
hitcrature, while chcap magazines in English or Arabic are in abundance.

If international trade did not stimulate manufacturing industry in the
under-developed countries but instead robbed tbem of what they had of
old-established crafts, it did promote the production of primary products,
and such production, employing mostly unskilled labour, came to constitute
the basis for the bulk of their cxports. ln these lines, however, they often
meet inelastic demands in the export market, often also a deuand trend
which is not rising very rapidly, and excessive price fuctuations. When, fur­
thernore, population is rapidly rising wHile the larger par of it lives at, or near,
the subsistence level- which means that therc is no scarcity of comnmon la­
our any techological improvement in tbeir export production tends to
confer the advantages from the cheapening of production to the importing
countries. Because of inelastic demands tle result will often not even be a
ery great enlargement of the markets and of production and employment.

Fn any case the wages and the export returns per unit of product will tend
t0 emain low as the supply of unskilled labour is almost unlimited.

The advice nd assistance which the poor countries receive ftom
the rich is even nowadays often directed towards increasing tLeir production
of primary goods for export. The advice is certainly given in good faith, and
it may even be rational from the short term point of view of each under­
developed country seen in isolation. Under a broader perspective and from
a long term point of view, what would be rational is above all to increase
productivity, incomes and living standards in the larger agricultural subsistence
$ectors, s0 as to raise the supply price of labour, and in manufacturing industry.
This would engender economic development and raise incomes per capita. But
HIade by itself does not lead to such a development; it rather tends to hAve
Backsetting EfTects and to strengthen tbe forces maintaining stagnation or
1cgression. Economic development has to be brought about by policy inter­
ferences which, however, are not under our purview at this stage of the argument
when we are analysing only the efects of the play of the market forces.

Neither can the capital movemnents be relied upon to counteract interna­
ional inequalities between the countries which are here in question. Under
the circumstanccs described, capital will, on the whole, sLun the under-develop­
ed countries, particularly as the advanced countries themselves are rapidly
developing further and can ofer their owners of capital botb good profts
and security.



Thete has, in fact, never been much of a capital movement to the countries
which today we call under-developed, even in earlier times except tiuy
streams to the economic enclaves, mainly devoted to export production of
primary products which, however, usualy were s0 proftable to tbeir owners
that they rapidly became self-supporting so far as investment capital was
concerned and, in addition, the considerably larger but still relatively small
investments in railways and other public utiities whicl bad their security
in the political controls held by colonial governments. The bulk of Europeau
overseas capital exports went to the settlemeats in the free spaces in tle tem­
perate zones which were becoming populated by emigration from Europe.
After the collapse of the international capital market in thc early' thirties,
which has not been remedied, and later the breakdown of the colonial system,
which had given security to the foreign investor, it would be almost against
nature if capital in large quantities were voluntariy to seek its way 1o undet­
developed countries in order to play a role in their economic development.

Ttue, capital in these countries is scarce. But the need for it does not repre­
sent an efective demand in the capital market. Ratber, if there were no ex­
change controls and if, at the same time, therc were no elements in their
national development policies securing high profts for capital - i.e. if tbe
forces in the capital market were given unbampered play- capitalists in under­
developed countries would be exporting their capital. Even with such controls
and policies in existence, there is actually a steady capital figlt going on fiom
under-developed countries, which in a realistic analysis should be counted
against what there is of capital infow to these countries.

Labour migration, fnaly, can safely be counted out as facto of im­
portance for intemational economic adjustment as between under-developed
and developed countries. The population pressure in uost under-developed
countries implies, of course, tbat they do not need immigration and tbe con­
sequent low wages that immigrants are not tempted to come. Emigration
from these countries would instead be the natural tbing. For various reasons
emigration could, however, not be much of a real aid to economic development,
even if it were possible.

And the whole world is since the First World War gradually settling down
to a situation where immigrants are not welcomed almost anywlere from
wherever they come; people have pretty well to stay in the country where
they are born, except for touristing by those who can aford it. And so far as
the larger part of the under-developed world is concerned, wlere people are
"coloured" according to the defnition in the advanced countries, emigration
is usually stopped altogether by the colour bar as defined by the legisla­
tion, or in the administration, of tbe countries whicl are white-dominated
and at the same tire better ofT economically.
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If left unregulated, international trade and capital movemeuts would
thus often be tbe media through which tle economic progress in the advanced
.countrics would have Backsetting EfTEects in the under-developed world, and
their mode of operation would be very much the same as it is in the circular
،cumulation of causes in the development process within a single country as
analysed in tle Second Lecture. Internationally, these effects will, however,
dominate the outcome mucb more, as the countervailing Spread EfTects of
expansionary momentum are so very mucl eaker. DifFerences in legislation,
.administration and mores generaly, in language, in basic valuations and
beliefs, in levels of living, production capacities and facilities, etcetera make
the national boundaries efective barriers to the spread to a degree which no
.dcmarcation lines witbin one country approach.

Even more important as inpediments to the Spread Efects of expansionary
momentum from abroad than the boundares and everything they stand for
is, however, the very fact of great poverty and weak Spread Efects within the
under-developed countries themselves. Where, for instance, international
1rade and shipping actually does transform tbe immediate surroundings of a
port to a centre of economic expansion, which happens almost everywhere
in the world, tle expansionary momentum usually does not spread out to
other regions of the country, which tend to remain backward if tbe forces
in the markcts are left free to take their course. Basically, the weak Spread
Efects as between countries are thus for the larger part only a refection of the
weak Spread Efects within tLe under-developed countries themselves.

Under these circumstances the forces in the markets will in a cumulative
٦ay tend to cause ever greater international inequalities between countries
.a9 to theit level of economic development and 'average national income per
،capita.

2.- Tbe Economic Impact of Colonialism

Many of the under-devcloped countries were until recently under the
political domination of a metropolitan power, some are still. Aلmost all of
the under-developed countries, that were not colonies, were, and many are
til, economically dominated from abroad with effects in the econouic field
which are closely similar to thosc under colonialism.

In judging the economic results of coloniaLism, I think it would contribute
to avoiding an irrational heightening of the resentments of these nations,
if the main thesis of these lectures were coDstanty borne in mind, namely
that because of circular cumulative causation a tendency towards inequality

inherent in the unhampered play of the market forces, particularly when the
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general leve] of development is low. Nationally, this tendency wil be coun­
tervailed by the Spread Efects of expansionary momentum when once a
country bas reached a high average level of economic development and by
national integration policies; intemnationaly, for reasons just given, the
Spread Efects are much weaker and the cumulative process will e more
wnhampered in unfolding itself in the direction of inequality, if the forces iu
2he markets are given their free play. Keeping the commercial advantages
of this tendency of the play of the market forces and also of the political and
economic power position inherent in colonialism does not presume any
sinister design on the part of the ruling country or its businessmen and poli­
icians.

This should not be impLied to mean that what the metropolitan countries
and their businessmen undertook in order to advance their own economic
interests, always and necessarily was to the disadvantage of the dependent
countries. In a very real sense the economic activities of the colonisers repre­
sented a measure of spread of economic expansion which without the peculiar
poWer relations of colonialism would not have taken place. Thailand, which
the jealousies between the colonial powers left in political independence,
did not become more developed than Burma.

The colonial governmeDts also buit roads, ports and railways and in­
vested in other fomms of overall capital or provided the conditions of political
security and economic proftability without which they would not have been
built by private business concerns. EveD when, as usually was the case, these
enterprises were motivated primarily by the colonial governments' own in-
1erests and those of their settlers and business groups, they represented im­
portant advances towards creating the conditions for general economic de­
velopment.

The colonial government established law and order, a regular civil service,
took measures for elementary sanitation and, in some cases, for popular and
higher education on a Limited scale. These generally benefcial activities oF
colonial governments and their business people took a larger scope in the
cascs where the political domination was a more complete institutional ar­
Jangement and endured for a considerable time, as in India or. Indonesia,
while they were of smaller consequence in the cases where the domiation
٣as less complete and durable as in Egypt or in the Middle East.

More generally, colonialism implied contacts with the ideas and ideals
of tbe world of the advanced countries and conferred higher education and
training to administrative and professional responsibility to some whose
umber difered greaty as between the several colonial empires. When the

fommer colonies now steer out on ther omn course as independent states they
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ave this as their basis for thei poLicies, icluding tLeir economnic develop­
ment policies. But during the time of dependency, these positive accomplish­
ments showed a persistent tendency not to result in much of economic
dcvelopment even if, in most cases, tbe colonies had more of development
than they probably would have had if tbey had been left alone. To explain
4his we have to reach down to tbe cumulative mechanism of the play of th»
forces.

A metropolitan country had, of course, aa interest iu using the depcadent
country as a market for the products of its own manufacturing industry. If
it took spccial measures to hamper the growvth of indigenous industIy -
which often happencd this was a natural commercial policy of a country
which had political domination over another country. Usually such mcasures
however, were not neccssary, as its home industry had an incomparable lead
and in surroundings of well-developed cxternal cconomies could producc
the products so cheaply that it easiy could undersell auy competitor in th
dependent country -- if only that country was preventcd fron protecting him
which is the essential element of political colonialism. Likewise the metropolitan
country had a clear and obvious interest in procuIing primary goods from
its dependent territory and even to invcst in producing then in plenty and
at low costs, thereby exploiting in its own interest the local natural resourcc
and the indigenous cheap labour.

A metropolitan country bad also A self-evident interest in mouopolisiug
so far as possible the dependent country for its own business interests, both
as an export and an import market. In pursuing this interest it had at its dis­
posal tle trade and payment regulations as an important outDow of its politica!
domination. But in a natural and normal way it got the protection of its mono­
polistic interests fortifed even more by the whole structure of legislation and
administration and the entrenched institutional systen of business conncctions
which was gradually buit up. THis "enforced bi-lateralism'', as I havc called
this phenomenon in another connection, characterised all colonial empircs,
though in difTerent degrees. It was a natural result of political and
economic dependency, and it now tends to retain its hold even after politiلac 
hiberation.

Im the metropolitan countries this bilateral tendency was often idealised
as "close cultural and economic ties' to a mother country. And, as I said,
therc were very substantial advantages to the dependent country connected
with it. But at the end of thc process it must, of course, normaly mean a con­
siderable economic disadvantage to tle dependent country, as it tends to worsen
its teIms of trade by restricting artifcially the scope of the markets where it

uys and seLls. It gives an iteresting sidelight on thc power situation in theن 
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world to note, in passing, that when this enforced bilateralism was occasionally
challenged, it was not from theinterest point of view of the dependent conntries,
but from that of other industrially developed countries which demanded
open access to their markets as sources of raw materials and as outlets for
their exports of manufactured go0ds.

The capital, enterprise and skiled labour a metropolitan country sent
to a dependent country tended for natural reasons to fomm enclaves cut out
and isolated from the surrounding economy but tied to the economy of tbe
home country. Racial and cultural differences and the very much lower leveL
of wages and modes of living made even within tbe enclaves themselves
strict segregation a natural consequence. Segregation hampered tbe transfer
of culture to the indigenous population, including technical skills and the spirit
of enterprise. It is one of the main reasons why these economic starts of co­
lonialism remained enclaves and wby the spread of expansionary momnentum
was extremely weak or altogether absent.

When employment opportunities were expanded in the mines and on the
plantations, the new demand for labour was rapidly flled by population in­
crease, which was also spurred by the unquestionably benefcial policies,
referred to above, to preserve intemnal order and peace and improve sanita­
tion, etcetera. As tbe colonisers had an interest in plentiful labour supply
and low wages for their enclaves, rapid population increase and the lack ٢­
real development in the much larger subsistence economy outside the enclaves
did not to them appear as an unfavourable trend of events.

A main interest of a metropolitan country was quite naturally order and
social stability. By an almost automatic logic it therefore regularly came to.
aly itself with the privileged classes in the dependent country; sometimes.
sucb classes were created for this purpose. These favoured groups were, by
and 1arge, primariy interested in presenving tbe social and economic status.
guo under whicb they were privileged, and they would noImally not press.
either for a national integration policy, aimed at greater equality within the
country, or for progressive economic development in the main subsistence
sector of the economy.

From one point of view, the most important efect of colonialism was،
rehated to the negative fact that the dependent nation was deprived of effecLive
nationhood and had no goveInment of its own which could feel the urge to.
take protective and fomenting measures in order to promote the balanced
rowth of tbe national economy. Lack of political independence meant theع 
absence of a unifying and integrating purpose for tLe colectivity except,
at a later stage, the negative purpose to expell tbe foreign rulers. The couDtry
and the people were laid bare and defenceless to the play of tbe market forces
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s rcdirected only by the interests of the foreign metropolitan power. Thisة 
by itself thwartcd individwal initiatives, at the same time as it prevented the
formation of a public policy motivated by the common interests of the people.

For all these reasons, colonialism meant primarily only a strengthening
of all the forces in the markets 1hich anyho١ ere working rowards internal
andl intermational ineauality. It built itself into, and gave an extra impetus and
a peculiar character to, the circular cumulative process. It had and in some
countries still has, not least in the dependent countries themselves i
close parallels in certain instituLionلa power structures witطin individual
countries: the caste system, the racial and religious chasms, the depcndence
of the rural regions upon the richer city and, in the feudal or semi-feudal
order, the dependency of the peasants upon the landlord, the merchant, th
mnoneylender or the tax collector.

In the era of awakened nationaLism in the under-developed world the
colonial system is now doomed and its lquidation is one of the most important
political avalanches taking place before our eyes. The remnants of the system
are bound to disintegrate wvithin a period of time which is very slort in the
annals of history.

The new nationalism is always, in a sense and to a degree, "democratie"
and, in any case, the old aliances with privileged groups interested in status
ato do not any longer assure social peace. In the dependencies which still
Linger, the miitary and otber expenses for maintaining the regime and the
costs and losses caused by the popular revolts, and also tbe fnancial burden
for social reforms and for investments in economic development whicb are
now thrown , iص take the proftability out of the colonial system and make
it instead increasingly a liability to the metropolitan countries.

There are special vested interests in these countries, sometimcs able t
infect whole political factions in their parliaments. The settlers and business
coIporations, who have profts, iavestments and a whole way of Life to lose
will of course resist giving up their privileges. The ideas about this system as
a vehicle for a national "civilising mission'' in history, wbich under the epoch
of colonialism had emerged and become systematised with diferent ideological
structure and phraseology in the diferent metropolitan countries, will for

 ت
a considerable time be earnestly upheld by writers, statesmen and the comrcn
citizens. Fundamentally, these ideas are, bowever, largely rationalisations of
economic interests, and when gradually the proftability of the system is lost
and it stands out as an increasingly expensive political luxury, the colonial
system is doomed and the national ideologies wil be readjusted accordingly.
The intellectual leaders in the great humanistic tradition in these countries
wiI instead increasingly be concerned with the eminently practical problem
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of how with wisdom and foresight the liquidation of the colonial system could
be handled so as to cause a miuimum of incidental human sufrerings and iu
any case to avoid tragedies on a large scale.

When a poor and backward nation thus becomnes politically independent,
it wiلl fnd, if it did not know it before, that political independence most
certaiصly does not mean that it is automatically on the road to economic
development. It is stil up against the circular cumulative social processes
holding it down in stagnation or regression: the natural play of the forces
in the markets working all the time in the direction of internal and interna­
tional inegualities as long as the general level of development in a country is
low.

It has to start where the colonial regime leaves ofT and, as I said, the
overall investments and the civilisational accomplishments of that regime
become its principal assets. It inherits a large subsistence economy witb
enclaves producing primary goods to afford importing the capital goods
it urgently needs for economic development it wiلl have to press on with the
production and exports along the same line. The "enforced bi-lateralism'
is frmly entrenched in the whole business set-up and can only gradually be
transferred into a more proftable system of maDy-sided business relations
with the entire world supply and demand markets. As it canuot offer the
security of political colonialism it wil iصitially have greater diffculties and
not smaller to attract foreign enterpreneun and funds from the interDational
capital market. The one great asset its Liberation from colonial domination
ha: bestowed on it is its Liberty to regulate is Life according to the interest of
its own people. And this new asset, its freedom to interfere with the play of
the forces in the markets, wil not be remunerative, except when put to use
in an inteligent and firm manner.

MeaDwhile, the very struggle for independence has in many cases released
piritual forces for national identification, this necessary frst condit ion forة 

a nation's ability to conceive a national development plan. India is, of course,
an outstanding example of this birth of a nation through the fght for in depen­
dence. Libya, on the other hand, which got its freedom by a decision of the
United Nations as incidental to the defeat of fascist Italy in the Second World
War, or several countries in the Middle East, which owe their existence as
separate states mainly to the balancing jealousies of the West-Buropean
colonial powers, when cutting up the Ottoman empire after the First World
War, and have between them got artifcial boundaries set by the interplay
of the same foreign infuences, now demonstrate the weaknesses concomitant
with their having won their uationhood too cheaply and in a manner too
haphazard fiom the point of view of their inner human forces,
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3. - The AbEence of a World State

57

In the developed couDtries regional inequalities bavc been mitigated
and in a few of the most advanccd ones almost wipcd out of existence by the
spread of expansionary momentun1 and by tbe interferences by the national
state. The world as a wlole shows an appearance whicL is more similar
to the internal situation in one of the least developed countrics where the
spread of cxpansionary momentum is weak and where the state has been
less able to couDteract the Backsetting Efects of the play of the market forces,
directed towards inequality. The international situation is only very mucl
worse and even more hopeless, as we have ony the faintest beginnings of
something like au international authority whicl for the world as a whole
could perfomm the task of tle national state in an iudividual country. If from
one point of view the explanation for the existing and ever increasing interna­
tiona] inequalities is the cumulative tendency in the unlampered play of the
market forces in a sitnation where the efectiveness of the spread is weak,
from another point of view the explanation is instead thc absence of a world
state which could make interferences in the interest of equality.

On a deeper level, the explanation for this is that there does not exist for
mankind as a whole that psyclological basis upoa which such a policy could
be founded: a basis of mutual human solidaritylike the solidarity felt
within a nation, a state of mind which there, built upon a certain homogeneity
of culture in all' regions and social classes and most often, though not always,
strengthened by a commou language and reLigion and tbe concept of racialه 
oneness, has evolved from a long history of common destiny and in tle ad-
vanced countries developed continuously to ever higher levels by the very
experience of sbaring in tbe responsibiity and costs for the national integra­
tion policy itself.

During and immediately after the Second World War very courageou
attempts were made to buid up inter-governmental organisations in many
felds for the explicit purpose of initiating policies for international economic٠ ه.٥

integration. This activity, as a matter of fact, was an important part of the
psycbological warfare of tlose years, aimed at winning the masses for the
war aims and sustaining their wilingness and capacity to bear sacrifccs inة ه 
the common struggle. The results are diminutive, mcasured in tcrms of the
hopes once held out to the peoples. But the eforts arc still continued. And
they wil be continued, because integration and equality are ideals which nO
country and, indeed, no responsible buman being can ever afford to give up.
International organisations, therefore, wbeD once they Lavecome ito existence,
and however non-consequential they become, will never eا liquidated in peace
time. They are i tLat sense among the most stable of huuau institutions
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Many of these organisations are as yet, in the main, only propaganda
fora and, in addition, media for diplomatic contacts between governments
and for consultations. Some produce studies of importance to the respective
learned professions and to the individual governments. Some also succeed
in getting hold of certain technical tasks of actual cooperation in minor matters
between the governments. The International Bank for Reconstruction and
Development actually lends some money, and some of this capital streAm i
directed towards the under-developed countries very small sums, to be sure,
at times probably less tban the capital some of these countries lose through
capital fights or by the gradual home-taking of investments after thei political
Liberation. Most of the international organisations are active in technical
assistance, again on a small scale. There arc possibilities that an intcmational
institution wil be founded for distributing capital aid, though in very small,
almost only symbolic, portions.

Meanwhile the under-developed countries are utilising thc international
organisations for raising demandsfor international action to inprove tbeir
terms of trade and counteract the disastrous Ductuations in their cxport return,
but it is improbable that practical agreements on an important scalc can
be reached in this feld. The idea of an international control of industria}
cartels is also being quietly buried.

If the practical results are as yet meagre or altogether absent, nevertheless
it is of greatest importance that international fora have been created, and will
remain functioning, where the under-privileged countries can raise their
demands for equality and express their dissatisfaction with the operation
of the market forces. Even if the present trend is not upwards, it is not ex­
cluded that the trend may turn and that in the course of time these beginnings
of a world government, which are present in our existing international organisa­
tions, can be gradually strengthened so that tbey can come to function in way،
which are more and more similar to those of the individual national states
within their own boundaries. We should not forget that so late as in the year
prior to tle Second World War hardly no responsible scholar or statesman
would have dreamt of the feasibility of that Likeness to international taxation
on a small scale which nevertheless United Nations technical assistance
program actualy represents.

Tbe judgmnent holds, however, that for any new foreseeable future tLe
corrective policies initiated by intra-governmental organisations will amount
to very little - to make a comparison which comes naturally: in the aggregate
to very much less than the efects of such changes, upwards and downwards,
of the uuder-developed countries' terms of trade which according to experience
can be expected to occur ftom year to year.
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hn this situation the under-developed countries are thrown back on their
own resources. Their situation is not entirely hopeless. Even in the absence
of a world state which could interfere in the play of the market forces in the
intcrest of greater equality, they are now becoming mastcrs over their own
economy and can even regulate intemnational trade insofar as tleir own
exports and imports are concerned. They can by introduciug intentional
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policy interferences manage to alter considerably the direction of the market
processes under the impact of which they have hitherto remained backward.
The cumulative nature of these processes, which has kept them down in utter
poverty, holds out, on the other hand, the promise of high returns from their
policy efTorts if they manage to plan them intelligently and carry them out
efectively - which is, however, a very big if:

The political independence they have won for themselves, or are now
winning, is their most precious asset: the national state. It gives them freedom
to organise tbeir own life according to their own interests. In the absence of
a world state, their policies have to be nationalistic in the sense that they must
with a single-minded intensity be directed to raising tHeir own economic
standards towards reaching greater equality with the rest of the world. It is
not up to them, who are the poor, to take internationaListic considerations,
except those that are in their own interest. The ricber countries are not makiDg
much of real sacrifces either, thougl in tbeir case it would be in line with
their professed ideals of Liberty and equality.

Economic nationalism does not need to be preached to the newly liberated
under-developed countries. I feel rather a special responsibility when speaking
t0 my present audicncc, to add the reminder that, while nationalism, as I
suggcsted, has an important function to fill in welding together the masses
and inspiring them to a common purpose and a unifed policy and while tbis
becomes the more important in the virtual absence of a functioning world
state, an economic policy does not become rational to a nation simply because
it appcals to national feelings and still less only because it is damaging to other
nations. This is the more important to stress as for natural reasons thc nationa­
Lism in the under-privileged countries contains not only the positive urges
towards growtl and welfare at home but also much of resentment against.ب 
those richer countries which have until so recently been the systematic op-
pressors of their national aspirations.

There is a simple rule to apply in drawing tbe line for sane and sound
nationalism: an wnder-developed country is well advised to take any and all
measures 1rhich, on the growd of good reasoning, can be proved to enhance
its own economic welfare. It should carefully avoid policy measures which are
not nationally benefcial in their total and ultimate efects. And culturaly
it has reasons not to abstain from learning fom all the world. It is a policy
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of Eelf-defeatism, which least of all a poor country can afford, to buid up
. bariers against the richer world's civiisation and values.

I am giving tطis advice to rational nationalism with a clear conscience,
as it is my fTm conviction that real success in the under-developed countries'
nationalistic ecoDomic policies would bring us nearer, and not further away
from, the stage when an integrated world policy, based on international soLida­
rity, could with more effectiveness be attempted. It is poverty itseLf which keeps
levels of culture in the under-developed countries low; and, whether wc lik
it or not, solidarity is a state of mind which is nurtured not by condescending
compassion or pity with those who are very diferent from oneself but is the
feelings which develop between equals and near-equals.

It is not the. downtrodden Negro in America who overcomes white pTc­
judices and inspires a natural acceptance of his equal human rights but the
educated, prosperous and secure Negro; he is more efectively the fightinga
Negro. It is when the workers in our advanced countries have won the status,
where they are guaranteed their right to strike, that they can enter into col­
ective bargaining on equal terms and strikes can then actually become
Very rare occurrences. Land reforms were seldom handed down by public­
pirited landlords on tbeir own benevolent initiative but were pressed uponه 

sooiety by the dissatisfaction of land-hungry peasants. Ff we could imagine
that today in our advanced countries farmers were deprived of their votes,
we would not bave the present agticultural price policies; these policies hav
been won as the result of the political power the farmers could erert, and
without such a power the countryside in most of these countries would for
long periods have been more poverty-stricken and backward .( ا)

Similarly, in the relation between nations it is fundamentally a question
of some greater power balance. All my observations of the functioning of
our weak international organisations have converged to the conclusion that
the main cause of their weakness in the present historical stage is intermatioal
ieguality and, more specifically, the erceedingly weal bargaining power of the
under-developed countries which formally constitute their majorities bwt are
pushed around wnder the pressures exerted by the tiny minority of rich countries.

(1) Some of tlese political advantages won by he underprivileged groups in the ad­
wanced couatries are at the expense of still more underprivileged peoples ia under-devclopEd

uDtnies; this is an example of the fact that, in the absence of a world state, the nations asم 
4nUegrated entities, 1cluding tbeir less privileged groups, become interested participantsID -٠٠..٠٠ '4Pglicies whicb from a broader point of view work towards international ineaualityأ"لإمي 

Ploitation. The peoples in Cuba and Java could be a Iittle better oR iF we in Europeب ?ي, 
s4£ less labour in growing sugar beets; by protecting our faracrs' butter we areر,[ترزي" 

ihg !%s ot a cbance to the producers of tbe raw materials for manufacturing margarine;
Bgyptians cannot be very happy about the United States' way of supporting thcir cotton

gTOwers. But thLs does not countersay the point made in the text, where I an simply illustrat­
i gم how on the national scene soLidarity must be bascd on some equaLity of political power.
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From this point of view of attaining a world situation where there
would be a stronger basis of solidaIity for international concerted actions
in the interest of equality and integration every development towards
olidarity between the under-developed courtries is also a step forward,

insofar as this means that they become stronger. Under-developed countries
end to have their cultural and economic relations and, in fact, most of their

communications with one or several industrial countries, while their mutual
ties are weak. This is, indeed, a natural outcome of prolonged economic and
cultural backwvardness, foreign economic domination and, in particular,
political colonialism. It has its approximate parallel in the paucity of close
inter-rclations within a subjugated class of many static societies, concomitant
ith the dcvclopment of fxed client-patron relations to individual faniies
or members of families of the dominating class. As in such a society, so in
the world at largc, the tnprivilegcd group has to seck its liberation partly by
cultivating its own interrelations. By joining hands and pooling wlat they
have of bargaining power, the under-developed countries ca togctber gain
for themselves considerations which they would not have got individually.

As yet, there is almost no practical economic cooperation between the
under-developcd countrics, and the basis for fostering it is weak as the initial
situation is almost complete abscnce of economic relations aud often of
cfTective transport facilities. But on the more general political plane there
is under way a movement towards solidaity among the under-developed
eountries which is bound to become in time one of the great vehicles of history.
They have in common the memnory of foreign domination and exploitation, the
intense realisation of poverty and intcrnational inequality, and the ambition
٥f rising to fuller participation in the enjoyment of the world's opportunities.

Their collective support of all liberation movements im thc stil dependent
countries is already a political reality of considerable signifcance. In their
internal policies they are beginning to learn from eacl others' experiences and
not taking all their patterns from the developed countries. In time practical
cconomic cooperation within this group wil also develop. As international
solidarity grows between the great majority of mankind wlich is struggling
along in the under-developed countries, the minority in the developed countries
will be under the inner urge to join by careful steps the majority, which is
becoming powerfil, in common policies for conmon goals.

This is Low, under favourable circumstances, I could see wvorld soLidarity
coming to ns and the gradual emergence of a likeness or an approach to theه٠ 
world state. The benevolcnce on the side of the richer countries wil in this
rcspect be a secondary factor, for the simple reason that, excep t under tbe
rge of some compulsion, our advanced nations are not prepared to giYe
p privileges and make real sacrifces for the pooreI cowntriesن 
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No society has ever substantially reformed itself by a movement ftom
above: by a simple voluntary decision of an upper class, springing from its
social concience, to become equal with the lower classes and give them
free entrance to the class monopolies. Tdeals and the social conscience do
play their very considerable role, which should not be forgotten, but tiey
are weak as self-propelled forces, originating reforas on a large scale: they
need the pull of demands being raised and pressed for. When power has been
assembled by those who have grievances, and the storm is gathering, then is
the time when ideals and the social conscience can become effective.

4. The National Plen

It is now commonly agreed that an under-developed coutry should Have
a national economic development policy. Indeed, it should have an overall,
itegrated nauional plan, as is also urged by everybody. All under-developed
eountries are now, under the encouraging and congratulating applauses of
the advanced countries, attempting to furnisL themselves with such a plan
eRcept a few that have not yet been reached by "the great awakening'.

It is assumed by all that it is tbe national state wlich must be responsible
for tbe overall plan and, indeed, for its initiation and pursuance. From one
point of view, the plan is a program for the strategy of a national government
in applying a system of state interferences in the play of the forces in the mar­
kets, thereby conditioning them and giving a pusl upwards to the social
process which bad settled down in a vicious circle of inequality and economic
regressiop, stagnation or a too slow developmen1.

Because of the warious deficiencies in a backward countrty it is also ac­
cepted by everybody that the government wلi have to take over many func­
tions under its own regimc which in most advanced countries in the West
are left to private business. In much of the contemporary literature on eco­
nomic development and under-development and particularly in that largeI
part of it which is now streaming from the advanced countries the matter is
ometimes a little confused by an altogether unfounded counter-position ofة 

central state planning and "free enterprise" and by assuming that plannin8
ereates rigidities.

lt should te clear, however, that if an under-developed country realy
ucceeds in starting and sustaining by its interferences an upward cumulativeة 

process, tbis wil give more and not less space for what of private enterprise
such a country possesses or is able to foster. And the central planning will
constantly have to aim at breaking the rigidities, which are the mark of under-
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«evelopment, and to seck to establisl greater Texiا ility in tie entire social
fabric( .( ا But quite apart from howv the Line is drawn in this respect, which is
usually not a question of great principles but of practical considerations, the
national government is expected to assume by means of the plan, and the co­
ordinated system of state interferences making up tle operational part of theا د 

plan, responsibility for the direction of the entire econonuic dcvelopuent of the
country.

The emergeDce of this common urge to economic development as a major
political issue in all under-developed countries and tbe definition of develop­
ment as a rise in tle levels of livig of the conon people, the uncontested
understanding tbat economic development is a task for the governments and
fhat the governments have to prepare and enforce a general economic pla,

ontaining a system of intentionally applied controls and impulses to get
development started and to keep it going, is an entirely new thing in history
indeed a complete conversion of the Schumpeterian model of what once hap­
pened in the now developed countries.

What we witness is how this much more than half of mankiad living
in poverty and distress is not only accepting for itself the pursuance on a grand
scale of a policy line which we are accustomed to call "socialistic", but that
positive and urgent advice to do so is given to them by all scholars and statesmen
in the advanced countries and by tleir governments when participating in
solemn resolutions of all the inter-governmeutal organisations. Apparently
nobody iu the advanced couutries sees any otler way out of the dificulties,
vhich are mounting in the under-developed countries, than the socialistic

ne, however difTerently one's attitudes may be towards the economic problems
at home.

A main clement of every uational development plau is a dccision to
increase the total amouut of investment, aimed at raising tle productive
powers of the country, and to procure the capital formation necessary for
this purpose. The plan nust deternine this overaLl auount and must, in
addition, deteImine tle proportions of the capital which should be allocated
in different directions: to increase tle overall facilities in transport and power
production; to construct new plants and acquire tle maclinery for heavy
industries and for light industries of various types; to raise tle productivity
level in agriculture by long-term investments in irrigation schemes and short­
term investments in tools, machinery and fertilizers; to impove the levels
of health, education and training of tbe working people, and so 0n. To be
practical and effective, the plan must be worked out not only as a general

(1) Cf. United Nations, Economnic Commission for Latin America, Analyses and
8ojeetions of Economic Developent I. An Itrodction to the Techصiquo of ProgrammiDg,
New York, 1955, pp. 3 f.
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frame but must have his frame flled and concretized by careful segmenta4
planning. And it must contain defnite direction on al points and, in addition,
spell out instructions for thc specic inducements and controls by which the
realisation of those directives becomes efTected.

The plan should take the lesson from the industrialy advanced countries
that national integration towards greater social mobility and regional eco­
nomic equality is a condition for rapid and sustained economic gIowth in
1he country as a whole. A main purpose of the state poLicies blueprinted in
tbe plan, therefore, must be to increase the strength of the Spread Efects of
the development impulses as between the regions and between occupations.
Jn this respect most wnder-developed countries are up against stale institutiong
of social and economic inequality which often cannot be broken easiy;
frequently the state is itsclf initially in the hands of social groups which have
an interest in preserving the traditional social chasms.

A poor under-developed country cannot, however, in the early stages oF
its economic development realy aNord much of tle type of redistributiona!
measures which in the advaDced countries are knowvn under the label "social
security".They sbould consider carefully the fact that the now highly developed
countries in the early stages in their economic development bad very Little of
it and that this type of equalizing policies came to play an important Tole
nly when their general level of income per capita had ir sen ligh above what

the under-developed countries can hope for in any ncar future. They might
also recall that the one century delayed industrial revolutions which is now
aking place in the Soviet-Union under very diferent political and institutional
conditions, in this one respect closely follows the pattern of earlier capitaListic
development that the lcvels of real income and consumption of the working
masses are kept exceedingly low to alow for sustained rapid capital formation.
There is no other road to economic development than a forceful rise of the
part of the national income which is witb-held from consumption and devoted
to investments, and this implies a policy of utmost atsterity so independently
of whether the increased savings are engendered through high levels of profts
to be ploughed back in industrial expansion or through increased taxation.

This frugaliUy, which must be applied to the level of Living of the masses
of the people for the simple reason that tbey are tle many, becomes a much
more difhcult policy in the under-developed countries today because of thei­
much greater poverUy aud also because of the new ideology which had
no real counterpart in tbe developed countries in their early stages of develop-ط •

ment but has now been spread with their generous support- that the purpose
of economic development is to raise levels of living for the masses of the people.
Ft becomes even more difficult as democratic forms of government are being
dopted, giing the vote to the masses.
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Im the advanced countries politicAl sufrage was by various devices res­
ticted to the upper income strata until late in the development process. Tbat
type of "restricted democracy" has in our days lost its appeal. The under­
developed countries have to go all the way to full democracy. The alternative
is to remain legalized oligarchies or, if the outer forms of democracy are
adopted to dilute those forns. But as in these countries the inherited social
stratification las takcn its shapc under the inpact of econonic stagnaUioD, this
will in most cases imply preserving social chasms inimical to the strengthening
of the Spread EfTects which is necessary to sustaining economic development.

Tlese countries need thus rcal denocracy already in order to break down
the cxisting impediments to cconomic development. But undoubtedly demo­
cracy, at the sam time, makes it more difcult for their governments to hold
down the level of consumption in the degree necessary for rapid development.
The tendency towards dynamnic dictatorships of a fascist or communist type,
visible in all main parts of the under-developed world, should be viewed under
the perspective of this basic political dilemma.

Independent of wlether it is democratic, oligarchic or dictatorial, the
state, which is supposed to do the planning and put it into efect is in under­
developed counties often a weal state, served by a comparatively inefEective
and sometimcs corrupt administration. It is usually particularly weak on the
provincial and local level. Central economic planning is always a diffcult
thing and, when it has been tried, it has not been too much of a success in the
advanced countrics. Now, what amounts to a sort of superplanning has to
be stgcd by under-developed countrics with weak political and administrative
apparatuses and a largely illitrate and apathetic citiن enry.

THere are all reasons to expect nunerous mistakes and in many cases
total failure. But tl alternative 1o making the heroic atrempt is continued
acquiescence i economnic and culural stagnation or regression wwhich is politically
impossible i the world of roday; and this is, of course, tle explanation why
grand scale national planning is at present the goal in under-developed coun­
trics all over the globe and why this policy line is unanimously endorsed byحا 

goveInments and experts in the advanced countries.

Only one more genera] observation: the population reproduction rate
 ص

and its diferent components become of crucial importance for the perspective
into the future, represented by the national economic plan. The explosive
development of medical science implies that the lowering of mortality rates,
which in the now advanced countries was a slow process stretching over
generations, can be expected to happen in a very much shorter span of time
in tbe wnder-developed countries, and that it will proceed rather independently
of whether levels of living have been raised. In many individual parts of the
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under-developed world the death rate is aLready today lower than it was in
the advanced countries in the childhood of now living generations; there is
no reason why their situation should not become the nommal one in under­
developed countries within a decade or two.

Tf fertiiity is not decreasing simultaneously and the natural efect oF
the health reforms is the opposite one the rate of natural population in­
crease will tend to rise., The under-developed countries have today abou٤
one third larger population than at the time when the Second World War
broke out; they may be eRpected to double their population within the next
thirty or forty years. In all under-developed countries, even in those with a
fairly favourable relation between population and natural rTesources, rapid
increase of the population, by its demand for investments already in order to
keep up the basic living conditions at their present levels, will tend to hamper
and slow down economic development; this impLies that a given rate oF
development will reguire greater sacrifces.

The national plan should therefore inclade a population policy, aimed
at controling fertility. As a matter of fact, A vigorous and successfull birtl
control campaign will be needed already to hinder the rate of natural popula­
tion increase to rise.

5. THe Criteria for Panning

I have wanted to make these condensed remarks on the problem of na­
tional planning for economic development of under-developed countries in
order to depict what I am not going to dwell upon further in this lecture, but
to have, nevertheless, a general background for the discussion of one single
point on which I would Like to refect a Little more thoroughly. The point
is this: The national plans canot be made in terms of costs and profits for the
individual enterprises; they can, in Jact, not be made in terms of the prices in
the marketS,

Most of the investments to be planned are not proftable from the market
point of view. This is true not only in regard to tle big overall iuvestments
Whose main purpose is to create the external economies for industries wlich
mostly as yet are not in existence but only planned, soneties for a distant
future on the other side of even a fve-year or a ten-year plan. It is equaly
true of the investments in most of the manufacturing industries. In fact, the
reason why they have not been made earlier, and why tbey would not be made
now without the incencive to be rendered by the state in some form or another
as specifed in the plan, is simply tbat they cannot be expected to produce

.be product for sale at a competitive priceنا 
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Morc generaLy, the cxplanation why there are unemployed and under­
employed workers in an under-dcveloped country is that in the market there
is no effective dcmand for this labour. Indeed, te explanation why a regioR
r a country has a stagnating economy is that it camnot compete successfwlly.
And, from tbis point of view, tbe rholc meaning of the national plan is to give
eucL shelter from the market forces to investment, enterprise and production
that they become undertaken in spite of the fact that they are not remunerative
according to private business calcuations.

It is here thaT the national state coDcs in as representing the common and
1ong-term interests of the community at large. It senses the fictitiousness of
the private business calculauions in terms of costs and profts. From the point
of view of the common long-term interests every new investment and every
new enterprise has another sort of yield than the erpected money returns.
This is so if we can assuue that the aggregate of ne١ investment and new
entcrprises, as provided for i the plan, can succeed to set oTT a cumulative
process of economic growth. And, cotrariwise, it is these other yields whicl
will then represent the tendency to circular uصidirectional interactions
within the entire system which makes this process cumulative and thus
8ustains it.

These cxtra-proft yields consist of the external economies which almost
every new enterprise bestows upon other enterprises, now or in a future whicl
might be distant, the value of expanding markets, the value of increasing tho
number of trained workers and, insofar as gradually levels of Living can be
raised, the productive value of higher levels of consumption in general and,
in particular, higher standards of healtl, education and culture. It is inherent
in the circular cumulative causation within the entire economic and social
fabric during an expansion process that the final results as measured in tho
rise of production and the national income should be maDy times bigger
than the initial costs implied in getting the system' under way and keeping
it moving.

In the national plan these reAl ecouomic efects have to be accounted for
and thcy must be calculated in real terms. Tt is, indeed, necessary to complemont
the profs calculations with calculations also of those other yields both in order
to motivate the state iuterferences generaly, and, more particularly, in order
to give a rational basis for the decisions of the natioual plan on the crucial
guestions of how the specific targets 8re sei and how the interferences shall
be proportioned and balanced in a scheme of rationally motivated priorities:
how high the capital formation and investment level shall be raised, in what
industrial fields the investments shal be steered and how much slal be iDvested
in health, education and various training schemes, etcetera, and by what
means the results slall be aclieved.
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Mone of these questions can be answered and, indeed, th plan cannot
be constnucted in simple market terms. A whole cumulative expansion prGcess
has to be hlue-printed in real terms of the concrete investment proyeuts, thcir
efects on the volume of production in varios iines and on consumption,
on employment of workers and natural resources, the induced changes in
health, education and productiveness of labour, etceTera, in various sectors
and in diferent years, with main attention focused on the circular causa inter­
actions between al the factors in the system. The plan must be determined also
in regard to the concrete state interferences in the markets to be applied in
order to assure that the process realy comes of and develops as planned.

As T have already mentioned, a natonal economic plan is by logical neces­
sity what is called "socialistic" in contra-distinction to a free market cconomy.
From the beginning of the 'twenties there was a lively discussion in our learned
joumals about the possibility of any rationality in a planned cconomy. It
was siarted of by Professor Ludvig von Mises who dcclared that a socialist
economy must fai because the absence of a free narket and of a cost and proft
system untampered with by the state would preclude the application of any،
economic criteria to determine in an objective way what should be done and
what not. This thought that economic planning is necessarily arbiIrary and­
that the market itself renders objective criteria for policy which contains
in a nutshell al the inherited, irrational prcdilections holding back economic
theory which I referred to in tbe First Lecture and comment upon in the
Appendix can, of course, be traced much further back; among others

 ت و

Gustav Casscl prescnted his version of the doctrine more than ffty years ag0.
Tbe thpught is, however, entirely fctitious, and the whole discussion

without sense, since the problem is stated in terms of value metaphysics and
not in tems of the practical needs and the concrete human valuations as they
are operating in the actual setting of the rea] and observable causal inter­
relations between the changes of the factors in a particular social system.
The ironical fact is that this very type of economic planning, the possibility
of whicb was so recently denied on logical grounds, is now proceeding in
almost all under-developed countries often with the competent guidance of
economists, many of whom in another compartment of their thinking harbour
whole leared structures of fctitious arguments in the old tradition to which
Mises only gave a particularly unreserved and, thercfore, crude expression.

The price system as a part of a very irrational whole, namely the economy
of a backward and stagnating country, can hardly have any great clain on
rationality to begin with. It could the less form the rationality basis for those
"economic" and "objective' criteria as, furthermore, its continuous modifca­
tion is part of the state interferences which form the operative part of tEe
national plan.
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As I referred to in the Second Lecture, we have in our industrial and
bighly integrated countrics by a long and gradual process of public and private
organisation of the narkets succeeded fairly well, on the whole, to make
tbe price system our servant and not our master though curiously enough
it is usually not fully rccognised in popular debate which in many of the most
thoroughly organiscd economies, Like those of Switzerland or the United States,
is carried on as if prices were actually set by the laws of supply and demand
wnder ftee competition. The under-developed countries are now launching
on the attempt to accomplish this difTicult task of taking the command over the
price system and conditioning it to operate as an efrective means of carrying
out their national plans, and they are pressed by the circumstances to do it
in a much more sudden and complete way and on the bases of very much
weaker goveInmcnts and administrations.

When stressing the fact that a national economic plan cannot be rationلa ly
constructed by thc application of the criteriA of the price system and private
busiuess profitability but that the plan must consist of tbe blue-printing in
real terms of a proccss of circular and cumulative causation, I am not preaching
a g0spcl of licence but quite the contrary. To reacl deeper than a registration
of the market phenomena and to ascertain and analyse the intricate causal
interrelations in a planned cumulative development process in an analytical
task of supreme dificulty, but, if I am right, there is no other way to rational
conomic planning. And this approach, if efTectively carried out, will in the
practical sphere spell out reasons for an economic policy of suppressing the
temptations to raise levels of Living very soon and very much. A poor under
developed country that under the dificult circumstances I hiuted at has the
ambition to "lift itself by the boot-straps" and start out on a sustained economic
development process must, indeed, count inputs and outputs in the most
careful manner and generally apply a policy of frugality. My point here is
tLat to have any hope of success it has to make the calculations in real terms
and not the fictitious tcrms of prices, costs and profts.

Indeed, a major purpose of the national plan is to effect the strictest
economy with the available resources. When, as a matter of fact, many under­
developed countries demonstrate shocking waste of very scarce resources
in "show-piece' public works and in subsidizing eRpensive starts of investment
and production along blind alleys, this is the result of their faiure to apply
rigid planning, and the only cure is to improve tbeir planning. This assumes
getting down to a realistic analysis of the concrete causal relations involved.

Another general purpose of the plan is to overcome the rigidities which
characterise an under-developed economy. Rational economic planniug is
thereforo the opposite to being adverse to the market economy as such. Ist
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ndeavour must constantly be to enlarge mnarkets and to utilise for the aims
of the plan the price fomation that takes place in the markets which are tbus
created or expanded. This is, however, not at all the same thing as taking the
criteria for the planning itself from these market phenomena which are itE
own creation or results of its modifcations. The strategy of economic plan­
ing in under-developcd countries must very largely consist in forseeing byس 
rational analysis where the bottle-necks due to particularly tough rigiditiee
are likely to arise and then to direct the policy measures accordingly.

A third general purpose of national economic planning is to carry out
the liberation of the minds of the people and the governments from many
popular preconceptions, often originating from their envious comparisons with
the highly developed countries, which otherwise are certain to dominate the
cconomic policies in under-developed countries: the only way to do it is by
knowledge of the true causal relationships as revealed by a rational planning
in real terms. The result of economic development should regularly be that
manufacturing industry becomes a growing part of national production, and
this is generally understood. But this correct conception of the end result of
economic development does not necessarily imply thatrationally the economic
policy measures should, in every stage, be concentrated on starting a number
of industries and certainly not necessarily those industries which characterize
the developed countries' economy. lt might be, and it is actualy often the
case, that the more intractable basic rigidities in their economic systems are
in agriculture and that therefore the self-sustained process upwards of circular
cumulative causation requires a concentration of the larger part of tle initia}
policy eforts in that feld.

From my account of the development problen of the American Negro
people which served as an attempt to give a more concrete conception ٢
the character of the circular and cumulative causation of a development pro­
cess-] drew the general conclusion that an upward movement can be ef­
fected by any mumber of measures, rather independently of where the initial
push is applied. But I also stressed that from the point of view of economy
of eforts, i.e. in order to initiate a maximum advance of the entire system as
a result of a given amount of sacrifices, it matters very much how a develop­
ment problem is tackled. The task of national economic planning in under­
developed countries consists of reaching, on the basis of a careul study of
the ciroular cumulative causation which runs forth and back between all the
factors in their social systems, a strategy for state interferences which secures
a maimum general economic advance possible to realize with so much of
sacnifices as the people can safely be expected to accept.



6. Internstonal Trade uder NationAl Economic Planning

Thesc pninciples have, of course, their ful application to intemationAl
tradc as well. Thc development plan of an under-developed country will re­
gularly mply the necessity of buying capital equipment fron abroad in large
auantities. 1f, as is usualy the case, this increasc in imports is not covered by
a suffcient amount of capital aid and foreigo credits or none at all, the under­
developed country will have to do its utmost to increase its exports. When

، the limit of desirable and possible cxport expansion is reached set by in-
temnal production facilities and the often inelastic demands abroad it wi
havc to restrict is imports of consumption goods and, in particular, luxury
goods to sustaiu thc cssential imports.

These induced changes in the couposition of its foreign trade will have
to be matched by production increases in agriculture and manufacturing
industries to stop inflation and also by price and consumption regulations at
home in order to hinder the demand for luxury imports to transfer itself into
incentives for an undesirable direction of investments and production at home.
The capital formation for raising tle level of investments has at tbe same
time to be engendered by higher savings procured by various policy measures.
All these induced changes in the quantities of consumption, production,
exports and imports are essential elements in the national plan.

As investments and production are going up and as then factors of pro­
duction have to be stimulated to move into new combinations, a certain
degree of internal infationary pressure is under all conditions to be expected
in a country which is embarking upon economic development. Dn order not
to lose control over the development process, incomes and consumption de­
mands haveto becontrolled carefuly, but some of the increased demands will
turn towards imported goods. As anyhow the raised imports of capital goods
are bound to put a pressure on the excbange resources, an under-developed
country bent upon economic development will be conpelled to apply iuport
restrictions already for reasons of protecting its exchange balance.

These irport restrictions, which thus under al conditions become
necessary even without any designs for protectionism fit, however, into the
national plan which, as I have already pointed out, assumes that a number
of investments and production entreprises shall be undertaken which are not
competitive in the markets and therefore need shelter. ln their turn they will,
as they mature ito the stage when they can deliver more goods in the market,
gradualy relieve the exchange situation. Some of this increased supply wi
consist in more export goods. In the actual situation of a deeply lopsided
economy wlich most under-developed countries inherit from stagnation and
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econouc colonialism, tLe larger part of the production increase wil be more
and new goods for the home market, substituting for imports and gradually
allowing an increase of consumption in a more self-suficient economy.

I am here reproducing in very much simplified form the essential elements
of any national plan as observed from the view-point of foreign trade and
exchange. The advice under-developed countries are now gratuitously given
to abstain from interfering with foreign trade and from tampering with ex­
cbange is in most cases tantamount to an advice of not bothering with economic
development. The advice they would really need is, instead, how to carry into
efect their trade and payments regulations, and how to pursue tbat necessary
modicum of control over internal infationary pressure which is a precondi­
tion for a rational and effcient management of the trade and payments re­
gulations. This latter advice they need very badly indeed, for monetary. trade
and payments policies represent one of the felds where a less efficient aduinis­
tration can make a real mess of national planning for economic development,
as many sad examples are apt to demonstrate.

Returaing to the trade regulations and their employment for protective
Purposes, it is obvious that they cannot be rationally framed according to the
'objective' economic criteria of the price system, i.e. not by means of a simple,
static appLication of the theory of comparative costs. Many manufacturing
industries are thwarted in their growth or prevented fiom ever coming into
existence because of the small size of the domestric market; tlis market is
frequently over fooded with foreign imports from sources to which this
demand is often only very marginal. By providing protection against outside
competition, the local industries can be given their chance. Another general
reason for protection is the fact that, as I have already pointed out, almost
every new industtial enterprise is apt to create a number of extra-proft yields
for tle economy as a whole in tle form of external economies of all sorts, an
increase of the number of traied workers, etcetera. These effects are for various
reasons relatively much more important in an under-developed country than

.a developed oneحز 
An under-developcd country is, furtbeImore, characterised by the fact

that a large portion of its working force is unemployed or eking out a bare
sub-existence through various forms of "disguised unenployment"، This fact
that in a country labour is not productively employed is from one point of
view a way of stating that country's under-developed status; from another
point of vieبw it represents its opportunity. If part of tbis "free' labour can
become gainfully employed, it is a net advantage for the country even if, for
this purpose, a shelter against competition needs to be erected. In an under­
developed country the span between wages in manufacturing industry and in
agriculture is, furthermore, for many reasons, apt to be particularly 1arge.
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This will hamper industry if it is not given protection to a correspondiogنه ا ي 

degrce.

Jnterferenccs in international trade, otivated by considerations of
this type, are only part of the general efTorts, as defied in the national plan,
to recondition the price system in such a way that a sustained cunulative
process towards economic development is engendered. The practical or a­
tion part of a national plan consists of nothing else than a system of inter­
ferences in the price system; tLe interferences lave all to be judged in terms
of the factual analysis in real terms wlich the plan also contains of the actual
6ituation and the envisaged cunulative process upwvards wlicl is the practical
goal. THe pla and its targets, in otler wods, have to remnder the basis for deciding
the criteria, the decisions themselves are political decisions reacled in rerms of
ational uelfare, as this is determined by the political pr'ocess.

As applied to the feld of iaternational trade, tluis is again everytling
else than an invitation to licence. It implies only a change of the normative
standard of political judgment from the logically untenable and, indeed,
entirely fctitious doctrine of free trade or soue of its euplemisms, to tbe true
interests and 1eal causal relationships as they exist in an under-developed
country and Uecome revealed by the incisive study of the relevant facts which
the national plan slould represeut. No under-developed country can aford
not to calculate most carefully with the international prices of its possible
exports and imports.

Tle prices abroad are independent variables iu the problen: they are given
realities wlich an under-developed country can usually not infuence aud
modify as it can its domnestic price structure. There are, asI pointed out,
rational reasons why it wil choose to produce at home things which it could
import cleaper or export things at a loss to be covered by subsidy. But those
reasons must take full account of the international prices as independently
determined facts; the risk of not doiag it with utmost care is a slowing down
of the developmeut process. Tle fact that protectionism is rational in au
under-developed country showld, of course, not be used to conceal the other
fact that the interferences in international facts, as today actually practiced in
most of those countries is often grossly irrational.

As a matter of fact, that old chapter in the thcory of international trade,
which ftom Ricardo's tine we give the title "Couparative Costs", is well
worth preserving in tbe tleory of econonic development and under-develop­
ment which we are in need of. The extra-proft yields, whicl I bave referred
to, can bc introduced into the scleme, as well as the facts which make infa­
tionary pressure and exchange difculties nomal consequences of a policy
of economic development. If these amendlmcnts were made in a systematic
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way, unbiased by our predilections, what would emerge would be a dynamic
theory of comparative costs. Contrary to the old statie theory, it could not
pretend to explain actual reality but would for a part of the theory for rational
economic planning.

These countries are for many reasons in a difrerent position from thAt
of the highy developed countries and, as I have explained in more deلنat 
in another connection, there are good reasons for a "doublestandard morality'
so far as international trade is concerned. Mucb of the activity in the Interna­
tional Monetary Fund and in GATT and much of bilateral negotiations
about trade policy outside these organisations bas been based on the principle
do wt des. Thنs nay be appropniate in the mutual relations between highly
developed countries, but it implies a false assumption of equality so far as
under-developed countries are concerned.

An infationary pressure and a pressure on their foreign exchange resources
are a normal consequence of their economic development policy, and a tight
regulation of their foreign trade becomes already for this reason a necessity,
if they are not to give up this policy. In addition, they have in tbe very fact
that their economies as a result of under-development are lopsided and
lacking competitive strength special reasons, which are notpresent for developed
countries, to use these regulations for protection. And as tbey must be bent
upon to utilize every chance to keep tleir import at a maximum level, their
trade regulations will not decrease world trade, as those of a developed country
actually do, if it manages - as it should be able to do to keep out of ex­
change diffculties.

The under-developed countries can on rational grounds ask the developed
ountries to Liberalize their trade unilateraly. They need to be staunch free­

traders, and even preserve for themselves tbe right to give export subsidies,
so far as the advanced countries' imports from tbem are concerned, but
restrictionists in regard to their own imports. And they have valid arguments
against anyone who would cal tbis attitude logicaly inconsistent.

7.- The Under-developed Countries' Need for Ner Seientific Approaches

l started out in the First Lecture to compare certain facts with theory:
on the one hand, the facts of gross economic inequaLities, and ever increasing
inequalities, as between industrialy developed and under-developed countries
and, on the other hand, the theory of international trade which suggests a

 ت
tendency towards equalisation of the prices of the factors of production as
a result not only of' factor movements but of trade. l related the defciency
of thنs theory to its assumptio of stable equilibrium and its closely related
abstraction from most of the things important for economic developmert
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and under-devclopment. The equilibrium notion and the general ap­
proach of economic thcory in Line with this noUion folow certain irratioual
basic prcdilections which are further commentcd upon in the Appendix.

ln the Second Lecture I stated my general bypothesis that, contrary to
the equilibrium approach, normaly a social process is cumulative because
most often a primary change calls forth reactions in the system whicb are
not equilibrating and counteracting that change but supporting it; if a social
ystem is at rest, this is not a stable equilibrium but a fortuitous balance whicb

will be broken and transferred into a cumulative process in one direction or
another by any new primary change. This implies that the free play of tbe
market forces is not working towards equality but will tend to result in inequali­
ties between regions, and I illustrated this infErence by discussing in some
detail the development process as it afects diferent regions in one indivi­
dual country.

I notcd as exceptions to my main hypothesis the occurrence of counter­
acting changes, especially in the short run. Even in the longer run the Spread
Efects of The expansionary momentum in other localiuies and regions is apt
to counteract the Backsetting EfTects and tbus to break the tendency to
regional inequalities, though it wil never create the assumptions for equilibrium
analysis. The effectivencss of tle Sprcad Efects is a fuction of the general
leve] of development in a country. Anothcr countervailing force is .the inter­
ferences by the state and the social organisations. Hn the richer countries,
where the Spread Effects have become maximaly strong and the interferences
by organised society highly developed under an increasingly effective democratic
control, we are approaching a 'created harmony' with equal opportuaities
for all.

In the Third Lecture I developed the thought that the situation in the world
as a whole is more like that in an under-developed country: where
the weakness of the Spread EfTects is a basic explanation of greater inequality
where generAly the state, partly for this reason, is less democratic, and where
the state therefore, and because of tbe more severe fnancial limitations, has
not reached far in applying interferences in the play of the market forces in
order to decrease inequalities.

The international situation is only very much worse. The colonial system,
hike similar institutional power structures inside the under-developed countries
themselves, has in many ways given additional strengtl to the forees working
for international inequalities., Our weak international olganisations represent
hardly a beginning of a world state, and the concerted actions initiated and
agrecd upon in these organisatioos are, when measred in terms of the real
problems to solve, as yet not very much moe than faint gestues. Interna-
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tional inequality is wnder these circumstances continuously increasing as
rcsult of the play of the forces in the market.

The under-dcveloped countries are tbus thrown back upon their own
resources. They have one asset, the national state, and the possibility it implies
of regulating tbeir on economy. To speak in Hegelian teIms: the road t٥
&nternational integration muSt go over mational integration; rationalistic polcies
by the poor coutries and an increase of their bargaining powver, won througl
٤hese policies and througl increased cooperation betnveen then as u group,
i3 a necessary Stage t0١ards a more effcctive Morll-wde international cooperation • ت٠•

In the latter part of the Third Lecture I reversed, therefore, my approacb.
fnstead of asking about the outcome of the natural play of the forces in the
markets, I posited the practical and political problem of how an under­
developed country could, by intentional state interferences, initiate and sustain
national economic developmcnt. The hypotlesis of cumnulative causatioN
which tends to be the doctrine of despair for the poor countries as long as
they leave things to take tleir natural course, holds out glittering prizes for
a policy of intentional interferences. AppLied to a goul-directed national
endeavour it promises results much bigger than the eforts iF the eforts
succeed to start a cumulative process upwards. T'his is the theory of how to
Iift oneself by one's boot-straps.

The under-developed countries in their drive for economic developnent
are in almost all respects up to very much greater dificulties than the uow
developed countries ever faccd. The economic level where they start is in most
cases very mucl lower; tbe relation between population and resourccs usually
much nIore unfavotrable and the population trcnds more dynamic and dan­
erous; they do not have at their disposal an international capital narket asع 
the now developed countries had in their time, nor the emigration outlets;
they have not inlerited th traditions of rationality and the rule of 1aw whicl
were so important in the earlier history of the now developed countries. And
they are late-comers: they lave not the opportunity, as the now developed
countries had, to advance as industrial islands in a surrounding world of
backward nations whch they could exploit as markets for manufactured goods
and as sources of raw materials and for this purpose even keep in colonial
bondage. The one advantage they have is our accumulated scientifc and
technical knowledge.

But to utilise this knowledge they need- and this will be my last point -­
fresh research ia all felds. Neither our techniques of politics, administration
and social refomn1s, nor our techniques in production and distribution can
witl advantAge be simply taken over, As they have developed to suit the coudi­
iions of the advanced countries, which are very diferent, tbey are not adequate
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to the needs in under-developed countries. Ideally the under-developed coutries
shoulu uilise all the awailable knovledge but work out their on specifc rechique
t0 fit their ahnes and their act.l condirions. And to do tbis efectively, they
would need to carry on research on al levels, also fundamental research.

They have also for free use our economic theories. But again they should
not accept them uncritically but remould them to ft their problems and their
interests. They should be aware of the fact that very much of these theories
are partly rationalisations of the dominant interests in the advanced and
rapidly progressing industrial countries. A very large portion of the literature
on the devclopment of under-developed countries produced in the advAuced
countries, for instance, has not had as its value premises our old Westeru
ideals of libcrty, equality of opportunities and common human brotherhood

ideals which are now victoriously conquering the world and whicL the under
developed countries have in common wvith us - but much narrower national
political interests as they ar viewed in those advanced countries. This situa­
tion has been much worsencd under the impact of the cold war when often
1hcse national intercsts even became narrowed down to strategic interests
in that world confict.

More generally speaking, it would be pathetic if tle young sociak
scientists in the under-devcloped countries got caught in the predilections
of the thinking in the advanced countries, wlich are hampering the sclolars
there in their eforts to be rational but would be almost deadening to the
intellectual strivings of those in the under-developed countries. I would instead
wish them to have the couage to throw away large structures of meaningless,
irrelevant and sometimes blatanty inadequate doctrines and theoretical
approacles and to start out on fresh thinking right fiom their needs and tbeir
problens. This would then take thenn far beyond tle realm of both out-moded
Western liberal economics and Marxism.

Instead of chcwing on our old doctrines and doctrinal controversies they
should nnake their pick of what is rcally practical and useful in our tradition
and tlen proceed to making their own theoretical coDstructs to suit tleir
problems -- as I pointed out in the FiIst Lecture, tley would then find many
old and famiiar arguments and theorems useful when adjusted to ft into
a new fiame. All the undcr-developed countries are now starting out on an
economic policy line which, as I pointcd out, has no close historical precedent
in any advanced country. In the same way as the course of economic eventS.
and policies in those advanced countries in al times gave rise to new realigD-.
ments of social and economic theories better fitted to, and closely conditioned
by, the historical circumstances there and thcn, it would be entirely appropriate
if the fact of very diferent events and policies in the under-developed coun-
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tries today were acepted as a challenge to produce new and diferent theore­
tical frames for social and cconomic research.

If this hope could come true, an incidental effect of the awakening oF
this large majority of mankنnd, which has up till now mainly subsisted :. Ln
economic and cultural backwardness, would be new scientifc discoverie ،s ا 
and the widening of our spiritual horizon in the end the enrichment of our
comon culture. It is under tle inspiration of tbis brave hope that in these
lectures I have permitted myseLf to deal in somewhat provocative terms witB
a number of the inherited theoretical approaches as they have been fashioned
in the privileged countries during their period of economic advance and
anchallenged intellectual hegemony over the world.

But let me end by the reminder that to make the pick of wbat is really
useful and practical in our traditioaal theoretical approaches, and to effectuate
the throwing away of the ballast but to accomplish at the same time the new
aلigments of all old arguments and theorems to ft into a diferent approach
to economic and social problems, is by no means an easy accomplishment.
It is not the task for dilletants and ignoramuses - they are usually the frst
to succumb to traditional predilections or some of their popular perversions
often without even knowing thcir intellectual bondage. They are the least,
oiginal. No critic has ever been efective without knowing thoroughly what
he was criticizing. The steeply cLنmbing path I am staking out for the young
cial scientists in the under-developed countries requests, in fact, the mostع 
evere eforts to true learning and the fullest mastery of the entire theoreticalع 
heritAge. It is much easier to be a conformer than a competent rebel. Again
I as م not preaching a gospel of Licence but of harder intellectual discipline.
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FIRST LECTURE

DDEOLOGICلA ELEMENTS FCONOMIC THEORY

Lص tle First Lecture I referred to crtain valueloaded, very general ideas
or thought structures which if we Are not employing purposively and
effectively the method of working with crplicit value premuises are having
a dominant infuence on our way of posing problems and answening then.
The folowig condensed note is aصi ed at a general characterisation of these
predilcctions with tle main interest focused on their logical inter-relations
and their relatiou to the historically given phiosophical fundament of e0-
nomic thinking.

The main poit is that in an usually uncontroled way they determine
the mental cLimate in which we work. This meutal clنmate of certain dominant
general ideas is by no means only the refection of material interests. Generous
impulses arejust as real as egoistic ones, and western civilization is, for iustance,
imbued with the ideals of Liberty and equality; tbe operative importano of
these ideals as social forces in the dynamic mechanism of development, mostly
confned, however, to tle nationl states, is hinted at towards the end of this
Appendix and comnented wpon in the Sccond and Third Lectures.

But in the present connection we should not overlook the fAct that all
our economic speculation, including the theory of interational tradE, was
originally framed in the setting of the interests and ideals of the then most
prosperous country, Great Britaiu, and there even consciously conceive
of as a theory for the welfare of the British nation (1). Thereafter, and until
7ery recently, it mas almost exclusively developed further by theorists who
were the natiouals of those few countries whicb wero rapidly progressing
economically under conditions of eRpanding mutual tradc and large movements
of capital and labour. In these countries, all higher culture, including th rise
of economic science, was concentrated at ule centres f economic expansion.

It is diffcult to believe that these facts have not beeu of importance in the
selection of viewpoints and thesetting reby also in the horizon for economic

(1) Cf. Lionol Robbقni , The THeory of Economke Policy, MacMian, Lمoadon, 1952
pp. 9 f.
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thcory: it should not be surprising thcn that tle prohlems parlicular to the
under-developed countries and regions tended to fade out in a pale, distant
haze until in recent years they were forcefly pressed upon us by the poli­
tical and spiritual revolt of the peoples living there. It is a commonplace
in the sociology of knowledge that social and economic theories rarely escape
fron becoming to some extent a rationalisation of the interests and the aspira­
tions of tle milieu where they grow: if not so much by commission, tle more
by omission.

1. Major Predilectiods

One such dominant idea is the general notion of hurmony o/ interests,
whicl certainly is a conforting thought for those who have drawn a Iucky
mumber in Life's lottery. The idea was a clearly perceived conviction in tle
philosophy of natural law which served as tle basis for tbe first construction
of a general economic theory two hundred years ag0. ln utilitarianism, whieh
soon took over the function of foIming the philosophical basis for economic
theory, this assumption of an existing hammony of interests became a 1ore
involved matter and was often hidden away in tacit assumptions and sonetimes
explicity renouaced as, for instance, by Bentham. And many of the theore­
tical approaches of the classical economists in Englard were based on a
recogition of conficting inTeres1s, as for example, Ricardo's tleory of di­
tribution.

But, in the end, the harmony notion as a major predilection of economic
theory pressed itself into the practical and political conclusions even in the
ecoDomic thinking which was based on utilitarianism. lt wvas inherent aad
logically necessary in the very attcmpt of the utilitarians to explain both aetual
behaviour and a moral behaviour in terms of the hedonistic mechanism of the
sensations of pleasure and pain.

At bottom this was also an identification between "what is' and 'what
ought to be'' and, as in the philosophy of natural law, such an identifcation
assumes a harmony of interests in society; the difTerences in real life between
an actually perceived utility and the morally correct one had to be explained
as "a miscalculation of chances". Without the assumption of interest harmony,
the empiricist philosophy of utilitarianism would lose its claim on objectivity (1).

The further fact that the wtilitarians could not in practice carry out tbe
social calculus of pleasure and pain which was their proclaimed method of

(1) Gمu nar Myrdal, The Poliical Elememt in rhe Development of Economie Thcory,
Routledge and Kegan Paul, London, 1953, pp. 44, 48 er passim.
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empirically determining those policies which gave as a result the maximum
"general social welfare- by necessity brought this assumption of interest
harmony up from the level of epistemology to the level of practical discussion
in connection with various topical political issues ('). However, on this level,
the assumption was, then as now, often hidden as an implicit link in the
chain of argument.

In both these closely related philosophies, out of which al our modern
ronomic and social theory has branched of, it was recognised that manyه 

social institutions mainly results of "interferences' prevented the natural
harmony of interests from becoming realised. The entire discussion between
{he more radical and the more conservative writers for two centuries, when
it is brought to the pivotal point, tumns around the question of what, and
how much of, prior insttutional change would be necessary to bring society
to the natural state of interest harmony (); even Marx is no exception to this
eneralisation.

It was, however, mainly thc conservatives who came to deternine the
development of economic theory. From a purely logical point of' view this
is entirely fortuitous. The fate of their theories profted from the accident that
1hey happened to be conservative; for this implied that they were interested
in a natural state of harmony which, to them, was fairly like the world tley
saw. Their teleological analysis became therefore relatively more relevant
for its explanation (J). This is what I have called the "realism of conservatism";
it operates as long as theory is steered by a metaphysical and teleological

.oncept of realityن 

We might today feel ourselves far away from tle confdent faith of the
old philosoplers in an intrinsic harmony of interests in the world as we see
it or as it would be after certain purifying reforms. But if we scrutinise carefuly
the way we are apt to formulate and motive our most general policy opinions
in regard to their expected efects, or if we analyse similarly leading articles
in the press, the party programs and the speeches during an election campaign
or a debate in the Ceneral Assembly of tbe United Nations, and similarly
if we search our own economic theories and ask for the explanation of wby
they approach problems in the way they do, and if we then succeed in keeping
the distance necessary to discern the broadest pattern of our reasoning, we
will be surprised to fnd what a powerful hold over our thought-ways this
old idea of interest harony has maintained.

(1) lbid. pp. 43 et passi.
(2) lbid. pp. 71 f., 106 f. et passim.
(3) Ibia. p. 31.
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A second general predilection, closely related to the interest harmony
doctrine, is the anti-state and, indeed, the "anti-organisation" bias. In both
the philosophy of natural law and of utilitarianism, atomistic individualism
was a consoious assumption, stressed in protest against earlier and conten­
porary philosophies which tended to give to the state and other collective
bodies an organic nature and, indeed, a kind of personality with independent,
if limited, interests, rights and duties. The hedonistic psychology was thus
implied already in the philosophy of natural right; in the empiricist utilitarian
pلih osophy it was elaborated and laid as the basis for the whole endeavour
of calculating the "general welfare' as a sum of individual interests. The
political bias springs from the fact that this calculation was made upon the
further assumption- or adjusted to fit the assumption of interest harmony
in society. The prolifc modern "welfare economics" moves inescapably wnder
the same spell, attempting by individualistic psychology to reach a netaphysical
goal, determined in advance by the prediections and, more particularly, the
harmony doctrine, which is logically inherent as otherwise the objectivity
of the welfare notion would be lost.

To the physiocrats as the early exponents of the philosophy of natural
law this bias was programmatic: to them the explanation why tbe "natural
order" of the harmony of individual interests did not materialise in full per­
fection, was mainly the "interferences' of the state and other collective bodies.
In their time the state and its institutional substructure of organised interests
was also not of the type our modern "welfare state" is approaching but might
rather very generally be characterized, instead, as an "oppressor state";
see in the Second Lecture.

Bentham, different from tbe physiocrats, started out with strong con­
demnations of the aprioristic metaphysics implied in the assumption of
natural laws and conceived of his own philosophical exertions as the working
out, on the basis of the empiricaly ascertained sensations, of general rules
for public morals and legislation, i.e. precisely interferences by the state.
But, by intrinsic logic, the result of this- as of any other attempt at founding
moral and political views solely upon an observation of facts was, for
reasons already suggested, a relapse into the doctrine of a natural harmony
of individual interests which, in its tur, carries an inextricable anti-state
and anti-organisation bias. This is more clearly the situation if the analysis
is focused on an ideal society not very different from the actual one, which
on the whole was Bentham's approach and very defnitely the approach of
those authors, all of them Benthan's followers, who, tbanks to the "realism
of conservatism", came to determine the main trend in the development of
economic theory.

To Marx,however, tbe society he saw was very far from ideal. He criticised



tle harmony doctrine and attempted indeed to view the whole history as a
sequence of class struggles, diferently staged because of the changing modes
of production; he dealt with tbe state as the instrument of oppression by the
ryling classes. But he ended up by tbe sweet anarchistic vision of the "state
of liberty' attained when, after the fnal revolution of the proletariat, the
state would have "withered away". And the signifcant thing is that he never
worked out a system of organised economic poLicies to be carried out after
the revolution: the word and the notion of "economic planning"', noW
recognised as the true shibboleths of socialisn, cannot be found in his writings.

No one in the entire tradition of economic speculation within the bounds
of our Western civilisation as this speculation developed since the Enlighten­
ment, not even the wildest critics of our social order and our social theories,
seems to have escaped altogether this common predilection of individualistic
atomism in theory and anti-state and anti-organisation bias i practical
conclusions. Our modern thinking has on the whole been developed by theorists
who, with all their facilities, usually did not have the revolutionary intellec­
tual will and powers of a Bentham ora Marx to take distance from old theories
they had inherited and to dare original constructs of their own. We should
therefore not be surprised to fnd that recent economic tlinking has also tended
to remain within the bounds of these vague predilections.

As our research resources have increased we have been able to intensify
tremendously our empirical knowledge of the social and political institutions;
but our general economic theories even, and not least, in their econometric
difusion into less accessible corners from Walras, Jevons and Edgewortb
on, have largely remained faithful to the predilections. This is of particular
importance, since general theories have always had a closer relation to policy
prescriptions than empirical studies. The empirical studies of the institutions
have meanwhile, in this climate of basic inteLectual predilectioDs, mostly
either shown a tendency to adjust thenselves to theory or remained strangely
pointless.

The ffree trade doctrine, which I mention here as the third of the main
predilections of economic theory, is usually presented as a conclusion from
theoretical analysis; in reality it is, however, the matrix into which the entire
analysis has been moulded. It is a more specifed corolary of the assump­
tion of harmony of individual interests and expresses that assumption's
iمherent anti-state and anti-organisation bias. Al these general ideas are
interlocking; they are indeed only diferently adapted modalities of the same
dominant structuraLisation of thought which I am here trying to characterise.

The practical triumph of the free trade doctrine is the fact that even the
severest critics of economic liberalism usualy fnd it dificult to free tbemselves
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from its fascination ( .( ا Thus the motivation for an interference in trade is
ordinarily presented in the fomm of reasons why, under special circumstancee,
an eRception should be accepted, The free trade doctrine, in fact, has set
the terms of reference not only for the theory of international trade but, more
specifcally, for al discussion of state interferences in the economic life and,
in particular, in international commerce. The burden of proof was always
supposed to lay on the interventionist.

Ln point of logic, this is, indeed, somewhat astonishing. As a theory, the
free trade doctrine is not tenable (2). Apart from this and accepting for
the sake of the argument that the doctrine is true in some sense the practicلa 
postulate as presented by the theorists, when emerging from their analysis,
is always equipped with a large number of abstract assumptions and reserv­
ions (3). The question then arises what a general practical postulate for
concrete action realy means when it is delimited by abstract assumptions and
reservations.

One of the assumptions is particularly awkward: free competition. Such
a situation has never existed and the actual trends are away from it. Generaly
it is not even possible to decide whether a particular policy measure in a par­
ticular country would bring us nearer to, or take us further away from, the
purely fctitious state of free competition. Why, then, in pure logic, should
the free trade doctrine be given the beneft of doubt; why should it be the
one idea to be allowed to set the stage; why should interferences be judged
by the criterion whether they are justifed as exceptions ? Why should not
he rule be simply that, as always, we should be careful to have our factsلا 

straight and our reasoning correct in temms of mcans and ends '? These were
questions I raised twenty-fve years ag0, and further study and expericnce
have only conrmed me in my relativistic thoughts.

The notion of eguilibrium is the closing Link in this system of basic pre­
dilections. It is, indeed, a necessary theoretical device when giving expression
and logical "proof" to the others. It has therefore a teleological purpose and
importance above the simple and technical one of being a chosen theoretical
tool for the analysis of social reality.

The notion of equilibrium also runs through our whole economic and
social speculation for two hundred years and has until this day determined
the main concepts of all the social sciences, not only economics. From what

have said it becomes understandable why tbere has always been an inherentا 

(1) Ibid. pp. 104 f.
(2) Ibia. pp. 129 R.
(3) For what folows, see ibid. pp. 134 m.
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urge to give a positive value connotation to the state of equiibrium as two
hundred years ag0 to the "natural order" which from this point of view is
only a special case and to give a negAtive one to disequilibnium or "disor­
ganisation", "maladjustment", "social lag" and "crisis"', to mention only
a few of the neat-synonyms adapted in various directions.

Reality was assumed normally not to be in eguilibrium; but equilibrium
aevertheless had a "virtual reality" as the status towards which actual reAlity,
despite all disturbances, forever tended to approacb- and which could also
be utilised as a nomm in forming value judgments concerning actual reaLity.
This was the way of thinking of the physiocrats and the classical authors
and the idea reached its most compreheDsively elaborated refnement in tbe
neo-classical general equilibrium tbeory.

Knut Wicksell once pointed out, however, tbat there are many alterna­
tively possible equilibrium notions which could be useful in theoretical analysis.
Tbat used in economic equiibrium analysis of the ordinary type is but one:
the stable equilibrium which may be illustrated by the hanging pendulum
and which, if attained and not further disturbed, would imply that things
remained unmoving.

One of the other cquilibrium notions can be illustrated by a cylinder
rolling on a plane surface: it may come to rest anywhere; or in entire absence
of friction it would continue to roll in the same direction with unchanged
speed, and that would then be its equilibrium. A third equilibrium notion is
the "labile status" of balancing forccs iu whicb a pencil would remain, if
one succeeded in placing it upright, on its end; the application of a push
would, however, cause an accelerated movement away from the originak
state of equilibrium.

Many of tbe theoretical advances in economnics in tbe last two genera­
tions have, as a matter of fact, been made by departing from the inherited
stable equilibrium notion. Large portions of Keyncsian and post-Keynesian
analysis though not the general theoretical frame have this character

icksell's analysis of the cumulative and accelerating process away from؟ 
aonetary equilibrium when the market rate of interest was made to differ
from the "natural" rate, is another eRample and an earlier one.

Still earlier, Marshall's theory of external economies and, indeed, mucb
preceding analysis of increasing return, reacbes outside the feld controlled
by the stable equilibrium notion. The earliest classical authors themselves bad,
tesides their short-term equilibrium theory, a tbeory of long-term economic
development in fact they had more of it than the ne0-classical authors
and part of it went outside the frame of euiibrium analysis. The preseut
tively discussion of economic development of under-developed countrie8,
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including the building of dynamic modcls as those around the analysis of capital
output ratio, moves also outside the theoretical frame of the stable equilibriun
approacb. ٠

The point in the First Lecture is, however, that the stable equilibrium
notion has retained much of its hold over our reasoning, often more than
we are always conscious of, and that, in particular, the huge and dominating
stnucture of the theory of international trade has stubbornly remained an
equilibrium theory. This is the principal reason why it cannot contain a valid
theory' of economic development and under-development and of interna­
tional and regional economic inequality. And the stable equilibrium notion
contains, and is animated by, the other main predilections mentioned aUove:
the idea of interest harmony, the anti-state and "anti-organisation" bias,
and the free trade doctrine.

2.- Basic Premises

All these predilections work themselves out in political conclusions which
tend to be conservative in regard to the distribution of wealth and income.
From the point of view of the sociology of science this should not surprise
us. As I pointed out in the introduction to this Appendix, economic theory
and social theory in general developed in the rich and progressive nations of
the world and there under the dominating impact of the rich and progressive
social classes and regions.

From the point of view of logic, wbich is my main concern in this Ap­
pendix, this conservative twist of the main trend of development of economic
and social theory is explained by the arbitrary but effective principle of his­
torical selection which I referred to as founded upon the "realism of conserva­
tism:'. As long as social science has not freeditselffrom a metaphysical concept
of its problem and a teleological intent and not generally accepted the method
of working with explicit value premises, the conservative writers, focusiDg
their analysis upon an ideal society more like the one we see, will actually
deliver a superior explanation in causal terms of social reality.

The paradox is, however, that modern economic and social theoties con­
tain at their very fundament wltra-radicalpolicy premises ('), directly emanating
from tbe basic philosophies.

From the natural law philosophy came the doctrine of labour's moral
superiority as title to property: labour was the only "creator of wealth''. In

(1) For what follows, see ibid pp. 105 and other places cf. Gunnar Myrdal, ''The
Relation between Social THeory and Social Policy", The British lournal of Sociology
Sept. 1953, pp. 211 f.  د



its modern form this idea stems from Locke; it materialized iu the classical
theory of real value which assumed labour as the only real "factor of produc­
iion" (1).

From the same philosophy came the idea that "all men are born equal'.
The hedonistic psychology was, as I menuioned, already implicit in eighteentb
century natural law phlospby; in utilitarianism it was elaborated to provide
the empirical basis for the calculation of pleasures and pains, the arithmetical
sum of which, the "general welfare", was to be maximized. This psychology
contained early the idea of diminishing 'marginal utility' of an income unit
as the total income increased. The political assumption that in the calculation
of the "general welfare" everybody should be counted as equal to everybody
else was never disputed. The conclusion was also early drawn, and only further
elaborated by Bentham and James Mill, that equalisation of wealth and in­
comes was in the interest of society.

These various streams of the ultra-radical equality postulate, "proveu'
n so many diferent ways, culminated during the Enlightenment and the ideaز 
fastened itself at the very rockbottom of Western economic and social specula­
tion. It formed thereafter the common implicit value premise for political
conservatives and radicals, liberals and socialists.

These streams have their sources mucl further back in mankind's history.
All great religions and philosophies have, on a general plane, been egalitariaD.
It is a still largely unsolved sociological problem, why and how it happened
that this shining idealistic vision of the dignity of the individual human
being and of his basic right to equality of opportunity originated and main­
tained its powe through untold centuries of blatant inequality and
oppression.

The main line of the development of economic theory became, hOwever,
for reasons given, demarcated by the writers who were most wiling to com­
promise in their policy conclusion with the radical tenets. Indeed, the
inherited economic theory, as it now stands, is made up by their logical com­
promises. From John Stuart Mill on, a main device for efectuating the

· ٠٠٠ • ، :tion. includincompromises has been making a distinction between producti 1, 18
exchange, and distribution: in the sphere of production natural laws reigned
and interferences could only hamper the growth of production, while distribu­
tion was the sphere of liberty where the equality postulate had its legitimate
space of validity.

FoI more than hundred years economists have since then utilized Mill's
device and felt relieved of the equality postulate by reasoning only about

(١) Ibid pp. 64 f.
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production and exclange and by iterating a general reservation in regard to
distribution. This is the way in which the economists have escaped their basic
radical policy premises and have preserved the iصherited structure of economic
theory with its vague implicit notion of harmony of interests. This is how
they have "proved'' the free trade doctrine and how they have [protected the
Aaissez-faire value load in the stable euiلibrium concept. The distinction
between a production sphere and a distribution sphere is, however, logically
wntenable( ( ا and this fact is, from one point of view, a main oxplanation why
our theories are defective.

This uneasy logical compromise and inherent logical confict
between the equality postulate at the bottom of our thinking and the laissez.

faire twist of our practical political inferences is, of course, not only the fate
of economic theory but is the basic bewilderment of our Western civilizAtion,
It is now on the verge of developing into a paralyzing hysteria under tle on­
slaught of the rising revolt of the under-privileged majority of mankind
which is fnally being reached, and becoming efectively moved by, our
mationalistic equality postulate at the bottom of all our thought structures.

(1) rBa. p3. 129 €.
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1. Land Reform in underdeveloped countries ranks frst among the
economic and social probleus which have attacted world public opinion
after World War II and which have bcen studied by various world organiza­
tions and conferences with a view to suggest suitable reconmnendation..
Countries catering for economic development have in their turn given
top priority to the question of land reform in order to promote certain econo­
mic, social, political and human objectives.

The redistribution of land property through governnent intervention
is an action which should attract the attention of world public opinion, not
only because of its cconomic and social importance but also for the close rela­
tion between the principle of private ownership on one hand and the political
and legal structure of the state on the other. Moreover, the state direct inter­
wention for the redistribution of agricultural property has its deep and far­
reaching efTects on the outlook and thinking of the people as it afects the
Right of Ownership which, in some countries, form a fundanenal basis for
the philosophy and beliefs of the masses.

If opiaions agree as to the importance of land reform, they divide on its
defnition into two main groups. One group widens the scope of land refomm
to include any modifcation introduced to the basic systems of agriculture
with a purpose to increase production or improve the farmer's conditions.

Under this defnition, land reform covets aDy state measures conccrning
interference in land ownersbip and tenancy, rural cooperative organization,
wages, and taxation. It furthermore includes technical development whetber
relating to the techniques of production or to providing its means, such as
irigation or drainage schemes and the use of machinery Torlaud reclamation.
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The other group limits the feld of land reform to the redistribution of
land property, giving as support to this definition that the term has always
been used in this sense whenever the redistribution of land property took
place, as happened in Mexico before Worl War I, in some Eastern European
countries after that war, as well as in some latin American, Asian, and
Mideastern countries after World War II.

Hn this paper, the meaning of land reform is confined to the state inter­
ference for the redistribution of agricultural income in favour of the landless
peasant, whether it amounts to the redistribution of property or is limited
to the redistribution of agricultural income as long as it eREcts a substantial
reduction in that proportion of income the landlord used to get before the
state interference. ln other words, we shall limit our stdy to land reform in
its traditional sense as being a measure taken by the state in favour of the
landless peasant whether through allowing him a chance for ownership or
by increasing his share in the income from agricultural production to an
extent unattainable without state interference.

2. Owing to some political and economic reasons certain measures
were taken before the frst World War for the distribution of land property
with a purpose to create a class of small landowners without afecting large
ownerships. Some of these measures were even meant to support large owner_
ships and provide them with adequate labour. To stop the migration o
agricultural workers to urban centres they were given smnall plots of landF
enough to tie them down butinsufficient for their sustenance, and big landlords,
were thus allowed the necessary labour-supply. This was the case in Russia
and Eastern Prussia towards the end of the nineteenth century.

Other measures meant to increase the number of small landowners by
selling them reclaimed land as was the case in Denmark when reclaimed areas
were distributed in Jutland. In anotber case, 1and was purchased by the
Government and resold to small farmers by instalments as happened in Ireland
towards the end of the nineteenth century also.

The Bolshevik revolution of1917 destroyed private ownership in the Soviet
Union and was followed in some European countries (especially those neigh­
bouring Russia) by a number of legislations dealing with the problem of large
ownersbips Czechoslovakia (1919), Poland (1920 and 1925), Rumania
(1921) and Eastern Prussia (1919). Similar legislations were promulgated in
Yougoslavia, Hungaria, Austria, Spain and other European countries.

With the exception of the Soviet Union, all measures taken by those
Buropean countries were introduced to redistribute land property with a view
to increase the number of small and medium ownerships and put a limit on



large ones (Latifundia). The reasons behind were mainly political, and the
aim was to bar the efects of the Russian Revolution from infltration to the
masses. Thc task of redistributing large ownerships in East European countries
was particularly facilitated by the fact that a part of big landowners were
foreigners and the political gain was double.

3. With the exception of Mevico (1910), all measures taken for the
distribution of property before World War I cannot be termed "land reform
as they did not afect the economnic or social order as a whole, nor did they
aim to afect any change in the distribution of agricultural income. On the
contrary, they catered to strengthen the bases of large ownerships.

On the other hand, the measures taken in some European countries
after that war to redistribute large areas among peasants (as done in Rumania)
had goals similar to those aimed at later on by land reform in underdeveloped
countries after World War ll, and succeeded in working out noticeable efrect
on the economic and social structure of some of those countries. Such measures
come under the sense we mean by "land reform".

Despitc their bcing linked with political events, the land ''reforms" adopted
by underdeveloped countries after the last war have in common an obvious
economic nature. Land rcform in Bolivia (August 1953) came out of the last
Bolivian Revolution. In Egypt it was introduced by the Revolution of July
١952. In Pakistan and India land reform .was a part of the general reform
movemnent characterizing their independence. Land reform in Japan (1946)
was essentially linked with the general development in her policy since tbe
occupation of her territories by American troops. n Taiwan, land reform
was dictated by her special political conditions. Yet, it should be noticed that
in all these countries economic planning has become the rule and that land
refoIm is considered as part of the general plan for economic development,
not as mere limitation of ownerships or redistribution of agricultural profts.
٢t is adopted as a means of achieving the optimum economic development.٠١٤ا• ث

We are not going to attempt a detailed analysis of the factors producing
hand reform in underdeveloped countries after World War DI as they vany
from country to another according to their respective conditions as regards
ownership, tenancy, and the relationship between landlord and tiller. Nor
are we going to give a detailed account of the diferent measures taken by
each country. We shall only refer to the important and common steps followed
to realize land reform in underveloped countries after the second Wrld War
and give some remarks on the problem, limiting our study to the importance
of economic factors in producing a successful land reform and the relationsbip
between land reform and the general economic development movement.



THE M4AI STEPS TAKEN BY UDERDEVELOPED COUNTRIES

TO ACHEVE LAND REFORM

٨) Redistibwtion of LaAd Property :

4. In the advanced countries of Westetn Europe the system of private
Ownership has its roots shooting far back, with a large class of smdل l
and medium landowners exploiting their own farms. In some underdeveloped
cuntries, on the other hand, such a balanced system of ownership never
existed. In some Asiatic countries there was a special class (Zamindari) who
neitber cultivated land nor participated in its cultivation, but used to collect
rent from the actual tilers. New legislations in those countries tend, therefore,
to wipe out this class and give tillers a quasi right of private ownership (India
and Bastern Pakistan can be given as examples).

In some of the underdeveloped Latin American countries, tand ownership
was concentrated in a few hands and prohibited to either tillers or natives,
In Bolivia, f.i., 4.5% of the total landowners in 1950 owneed 70% of the total٥privately-owned land property. The Properties of the native inhabitants
(the Comunidades) had been expropriated since 1900. The recent land reform
in Bolivia provided for the redistribution of large ownerships which were
Aot cultivated by their owners, and at tle same time restored to the native
Mhabitants their communal properties, adopting in this respect a system similar
t that applied by Mexico in 1910 when large ownerships were erpropriated
ad restored to villages (Ejido).

Ln other countries where private ownership was already settled but
badly distributed (as was the case in Egypt), land reform fxed a ceiling for
private ownership, expropriating any area in excess for redistribution to small
farmers in the form of full private ownerships.

5. - The importance of 1and reform can be grasped from the following
Sfatement relating to measures of land redistributionin some countries, showing
areas scbeduled for expropriation, areas redistributed. and number of families
receiving land. (published by the U.N.)
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»RE٨ OF LAND AND NUMBER OF FAMDLIES AFFECTED BY MEASURES OF
LAND REDLSTRmBUTIO

(Area in tbousands of hectares except as indicatcd)

Country

Taiwan:
Public land
Private Land...٠٠00٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠

Czechoslovakia (Acts of 1945, 1947, 1948)
Fgypt (1952 Act) ٠.٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠
Finland (1945 Act)
GermaDy (Federal Republic) .٠٠0٠٠..٠
lndia (c)٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠-٠٠٠٠٠٠٠٠٠٠٠٠٠٠
]tح ly ..٠٠٠٠٠٠-٠٠٠٠٠-٠٠٠٠٠٠٠٠٠٠٠٠٠٠-٠٠٠
Japan..٠٠٠٠٠٠٠٠٠٠٠٠٠-٠٠٠٠٠٠٠٠٠٠٠٠٠٠-­
Mexico (1946 to 1952) ... ٠٠٠٠٠٠٠٠٠٠٠ إ··
Pakistan(ج٠٠.٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠( 
Poland (since 1945)..٠٠٠٠٠0٠٠٠٠٠٠٠٠٠٠٠٠
Spain ()..٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠-٠٠٠٠٠٠
TukEy ٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠
Yugoslavia (1945 act) .٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠٠

Area
Scheduled for
eKpropniation

Or
redistribution

64
1٦4

4.500

280
160.000 (d)

700
2.441

595 (d)

588

1.566

Area
redistributed

to date of
Gorerment's

reply

52

1.750
187 (a)

2.053
89
،

187
2.383
3.985(f)

274 (d)
6.0o

272()
797

Families
receiriAg

lamd

106.823
300.000
350.0oo

129.680 )ف(

39.691
4218.000 (e)

84.547(f)
278.648
981.300

55.385
316.464

.Thousands of acres; refers to area expropriated during the frst yearت( 
b) Land transfers. c) Si states only. d) Thousands of acres.- e) Cultivators.
J) Including only land actually in fnal possession .

.North-West Frontier Province onlyي( 
h) Land under the National Land Settlement lnstitute.

.Phus 149.650 hectares of pasture land allotted to villagesة( 

B) State interference for Limiting land rents and ensuring the security of tenure.

6.- The problem of agricultural rents infation is of great importance
in old countries, especially where land ownership is concentrated within few
hands and the agricultural population is pressing hard on land. The probleu
becomes more complicated when it is difcult to shift working hands fiom
agriculture to other trades.

lt should be notieed that in new countries such as the U.S.A., New
ealand, and Australia where agricultural land are adequate and shifting
from farming to other trades is easy, no attempt was made to fx agricultural
rents.

In European countries, on the other hand, the inadequacy of agricultural
land to meet demand forced rents upward and eventualy necessitated state
interference to establish a balanced relationship between the privileged
landowner and the tenant. ln order to secure continuous and progressive
cultivation, minimum periods for tenancy, automatically renewable, were
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laid down. Sub-leasing was prohibited, but on the other band, tenants may
be recompensated for improvements they introduce to the land.

However, the problem of agricultural rents is more accentuated in undel­
developed countries where the cultivated areas are densely occupied by a
population which cannot be easily shifted to other trades for several econonic,
social, technical and political reasons. To divert hands from agriculture to
industry requires heavy investment of new capital. The traditional sticking
ofa farmer to his land renders it dificult to shift him to any other pursuit.
Moreover, a great dificulty is involved in his technical training for industry
in underdeveloped countries.

Political considerations play also an important part in fixing agricultural
rents especially i such a country where the areas redistributed under land
reform are not enough to cover all landless peasants. To create a general
feeling of equality between benefcient and non-beneficient peasants, the
latter has to be reconciled through lowering agricultural rents and regulating
his relationship (as tenant) with the landlord.

This is why land reform in underdeveloped countries imposed rent ceilings
and foor tenancy periods. Automatic renewability of tenancy, prohibition
of sub-leasing, and recompensation for improvements efTected by tenants
have also been included .(ex. India, Pakistau, Taiwan, Japan and Egypt).

In the following we shall deal with "Land reform and agricultural pro­
duction", tben with land reform and econouic development.

LAND REFORM AND AGRICULTURAL PRODUCTION

7. We have already stated that underdeveloped countries are very
keen about raising their standard of living through full exploitation of their
resources. ADy decrease, in the present level of production will threaten their
already low standard of living and delay their economic development.

Agriculture is the main source of income in those countries, engaging
from 70 to 85% of their total population, while agricultural products account
for the greater part of their exports. The future of underdeveloped countries
is therefore closely related to the future of their agricultural production.

Their governments have thus to think much before taking any measure
that may affect a decrease in agricultural production. They rather try their
best to increase that production.

Generally speaking, land productivity in underdeveloped countries is
sLightly below that of developed countries, but labour productivity is far mucb
lower, as can be seen from the following table:
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RODUCTTVITY OF THE AGRICULTURAL POPULATION BY CONTINENTS AND
FOR THE WORLD (a) PRE-WAR AND 1947/48

Continent
٠٠٠-"٣ي معوم/»e [إ٣remar/٩٥/١9٩7/as نعee م4

of premarof pre-warpre-١٢ar [ ١947/48
 ،ة

World average 1.24 ا.· 1.30 105 0.42 0.42 100
North and Central

America ٥ ي 1.07 1.50 140 1.80 2.57 143
South Amcrica 1.28 ن٥ 1.39 109 0.58 0.48 83
Europe ، 1.5١ 89 .ا34 1.04 0.8S 85
Cceania ٠٠0٠٠٠٠٠٠ 1.06 1.20 113 1.94 2.38 123
٨sia 1.26 1.20 95 0.24 0.22 92
Africa ٠٥٩٥٠٥٩ 0.77 0.73 95 0.12 0.12 100

Source: Food and Agriculture Organization of the United Nations, Moathly Bulletin
of Food and Agricultural, vol. 2, No. 9, Septenber 1949; arranged in order of yield per
hectarc in 1947/48.
(a) Excluding the Union of Socialist Republics.

The redistribution of property cannot alone be of any great efect in the
productivity of labour, for that productivity depends mainly on techصical
and human factors- i.e. on factors relating to methods of production, use
of machinery and the technical effciency of labourer. It tbus remains to be
answered wlether land reform can increase land productivity (due regard be
given to the law of diminishing returns) or whether the redistribution of land
property sbould be accompanied by other teclnical measures aiming at the
increase of production.

8. Those who oppose the redistribution of big land ownerships believe
that this measure disregards the advantages of mass production, discourages
investment, and results in less production. They also beLieve that if agricultural
rents are fxed at lower levels than could be obtained under supply-and­
demand conditions, landowners will discontinue their normal function of
bearing the greater share of investment in agriculture. As a further suppoFt
to their argument, they maintain that the legislator's interference to efect
an arbitrary increase in the tenant's share of agricultural income weakens
the care he should take in cultivation and in maintaining the natural produc­
tivity of land.

The advocates of redistribution, on the other hand, consider it as an
essential factor to achieve agricultural development. A big landowner is less
often the cultivator of his land, while a tenant has no incentive to maintain
he natural productivity of tbe soil or to avoid its exhaustion. He would not
invest enough on fertiLizers or improvement works of a long-term naturE.
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The result is lower production and decreasing productivity of agricultural
labour.

Some of the international economic commissions to underdeveloped
countries where big ownerships were concentrated in a few hands noticed tlat
the cultivation systems adopted tended to retard development in agriculturaL
production.

The U.N. Commission to Bolivia in 1950 stated in its report (laid down
before the land reform), that the land tenure system almost completely blocked
tbe development of a progressive agriculture.

The 1.B.R.D. Economic Commission to Iraو also noticed that most of
the cultivable land was in the hands of tribal chiefs and big "absent" landlords.
No eforts were paid to improve the land which used to change bands from
one tenant to another year after year. The report goes on, "the system undoub
edly retards progress and then undermines the health and vigour of the rural
population, Lنmits the market for industrial production, and may in the long
run prejudice the stability of the social order".

9. The effect which the redistribution of large ownerships may work
out on the volume of agricultural production and the productivity of labour
cannot be generalized. Each case has its own circumstances. The problem is
closely related to the optimum size of farms, which varies according to dif­
ferent factors including the type of cultivation, the general economic condi­
tions, number of population, etc...

In some countries, extensive cultivation may be the most productive
method as regards investment, while others are obliged by their own circum­
stances 1o adopt intensive methods which engage as many workers as possible,

It is obvious of course that the progress in production techniques afects
the farm size which can be considered as the optimum size.

ln countries where large landowners play no important rble in production,
the redistribution of their property does not afect the farm size as it would
be aLready divided into small tenancies, and as a consequence, redistribution
will hardly change the method of cultivation.

The redistribution of land property afects the farm size in those countries
where direct exploitation prevails, whether by owner himself (as in Latin
American countries), or by large tenants as had been practised in Rumania
and otber East-Europea countries before land reform. When the large farm
size is more suitable to the general conditions, land reform exempts the well­
exploited ownerships from redistribution. In Bolivia, f:i., large estats properly
exploited by owner himself are exempted from redistribution, provided tbat
he should use machinery. Ths of course is the proper method for a country
well-adapted to extensive agriculture.
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In brief, the redistribution of property under land reform does not
ecessariy afEct the farm size as regards area. A wise land reform shouldد 

٤ake into consideration the state of land cultivation before the reform and
mnaintain intact- at least for a time those farms with high labour produc­
tivity, since the requirements ofnational economy dictate no change ofmetbods.

10. It should be pointed out that the farm size does uot exclusively
depend on the area of the productive unit, for we mean by the "size" the
economic size. The cultivated area is undoubtedly the main factor in deter­
mining the far size, but it is not the only factor.

The optimum faImn size may be defned as the size whicL can provide an
adequate income and a convenient standard of living to the family engaged
in the farm. Sucb a size has its undeniable social advantages, but it may not
be the economic optimum size. This latter may be larger or smaller than the
size required to aford the needs of the family. If larger, the use of hired labour
is advisable; if smaller, some of the family members have to fnd work in
adjacent farms or outside the agricultural feld altogether.

From the economic point of view, the optimum farmn size is tbat which
ensures optimum employment of different factors of production. In other
words, it is the size at which the average cost is lowest, If we adopt this de­
finition and take into consideration the different types of natural conditions,
the difference in managerial ability, the possible cbanges in the techniques
of production as well as in the number of population, and the general economic
conditions,... then w can come to the conclusion that land reform should
secure a degree of elasticity which can allow a farm to adapt its sie to the
changing conditions and tend always towards the ecouomic optimum size.

Land reform can achieve this elasticity by allowing the formation of
farms larger than those created by tbe redistribution of land property. This

. . ٠٠٠٠ • reformquestion is connected with the ceiing area imposed by the land
legislation.

Moreover, the credit facilities whicb land refoIm ofers to the new farms
created by the redistribution of land property give them the means by which
they can always adapt themselves to maintain the economic optimum size.

There is no doubt that cooperatives and other organizations formed at
the lad reorm centres can play an important role in helping the farm achieving
its optimum size.

This role should not ouly be that of replacing the ex-owners or private
institutions as regards the services they used to render to the agricultural
producer, especialy in countries where land productivity has attained a higH
level. Tbey should also seek to ensure the continuous progress of agricultural
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production. If the techniques of production remain unchanged, tle end aimed
at cannot be attained without manipulating the factors of production in such
a way so as to increase output. The cooperative system may be required to
play an active part in production. It may also be found neccssary to adopt
a collective system in production if it proves to produce thc optimnum sizE.
The importance of individual motives in production slould not be overlooked,
however.

I1.- The question referred to at the beginning of this study regarding
the efTect of land reform on agricultural prodution may now be brieDy
answered. The repercussions of land redistribution depend on the modifica­
tions it works on the farm sie. Whether these modifications are advantageous
or not to production depends on the type of the farm, i.e. on the nature of
fhe activity undertaken by the farmer and on the means which the land reform
may adopt to realize the optimum size.

If a large farm is well-managed, it can realize certain advantages including
the adoption of modern techniques of production; the easy acquitement of
more capital; the possibility of using machinery; and the good marketing of
ptoducts. In addition, where the total cultivated area is Limited, large farms
help economising tle land which should otherwise be allotted to embankment
and canalization if tLe area is divided into minor plots, and at the same time
help to coordinate irrigation and drainage where these two aspects present
important problems.

However, tbis does not mean that a large farm size secures success for
al types of land utilization. There are many types of utilization wlich can
best succeed in minor farms.

If an underdeveloped country is at the same time over-populated, i has
to seek more chances for employment, in agticulture especially if it is diffcult
to turn to industry. In such a case, the large farm may Limit the need for labour,
not only because of its natural tendency towards mecahnization, but also
because it is often inclined to adopt the form of utilization where labour is
heast needed. A large owner Iay prefer pastoral persuits to farming, or grow,a»
5ay wheat, while the cultivation of vegetables is rather necessitated by thc
conditions of a densely populated country.

It sbould also be noticed that tbe distribution of land property docs uot
exterminate all the merits of large farms, for these merits can be obtainedl
through cooperative institutions which can bring the small faru to the optimum
size as already indicated above.

12. Tbe Government interference through inposing low ceiing for
agricultural rents will not afect production except where the landlord play
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an important part in the finance of production and the guidance of farmers
and is likely to discontimue playing this part with a reduced rent. Even in
this case, we have first to suppose that there is no other means to f lل up the
gap created by the landlord withdrawal from active cooperation. But in fact,
the cooperativc institutions coupled with the agricultural credit facilities
aforded by the state will help the producer to overcoue the dificulties which
mnay arisc should a landlord reduce his care about production.

foreover, tle increase in the tenant's income will allow hin better feeding
and generally improve his standard of living. His productivity in agriculture
is 1hereforc likely to increase.

W have, tbus, seen that the redistribution of land property and the
limitation of rents are likely to increase agricultural production if farms could
be brought to their optimum sizc; yet, this does not mean tbat land reform
can solve} the main problem of the overpopulated agricultural countries, vis.,
insuficient cultivable land to meet the increasing population. This problem
is related to economic development in general and will be dealt with in theج 

following pages.

LAND REFORM AND ECONOMIC DEVELOPMENT PROGRAMS

13. The relationship between land reform and economic develop-
ment programs in underdeveloped countries can be studied from several
aspects. The efect of land reform on agricultural production afects in its
turn the general economic development, as long as agriculture represents
1he main source of income and accounts for the major part of exports. For
it is this income, coupled with the rcceipts from exports, which will determine
the prospective local investments in industry. These investments are afected
by both national savings and the amount of foreign exchange that can be
appropriated for the purchase of capital goods from abroad. This is of course,
regardless of the foreign capital and the possibility of better exploitation of
idle resources if financed through credit creation within the capacity of national

conomy.

The redistribution of land property and its preparation for production
within the new system of land tenure incur managerial and other expenditure
to enable the new owners exploiting their land by the creation or expansiou
of public or private credit institutions, the formation of cooperatives, the
digging of canals and drains, and the purchase of machinery that can suit the
new system of production. Such expenses (or more accurately that part of
the expenses incurred by the redistribution which leads to no net increase
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in producuion) affects tbe other sectors of the economy as they represent an
additional burden on the national economy. Yet, these same expenses may
create, on the other hand, a new market for non-agricultural products.

The recompensation of ex-handlords may give rise to serious financial
problems and create infationary pressure.However, this can be avoided by
distributing the burden of recompensation over a long period.

Perhaps the most effective relationships between land reform and the
economic development appears wben land reform with its both sides (the
redistribution of both land and agricultural income) is carried out on a large
scale in a country depending mainly on agriculture. ln such a case, land reform
reaty afects the way of spending national incomne and eventually leads toع 
important modifcations in the general economic structure of the country.
These modifcations should bc anticipated and precautions taken in order
to attain the best results. .This is the aspect to which we shall confne ou
study of the relationship between land reform and economic development.

14. We have laready mentioned that land reform with its two sides
tends to increase the income of new land owners and tenants while it decreases
the income of big landlords. The general economy of the country is greatly
afected in accordance with the way the increase in the income of farmers
is spent. They may accordingly increase their investment in agriculture and
consequently stimulate production (or importation) of fertilizers and necessary
agnicultaral equipment. Land reform may give rise to some light industries
to meet the new demand of minor ownerships on simple machinery. The
general economic activity wil thus increase and the invetsment in industry
expand to cope with the needs of the new markct.

On the other hand, the increment in income may be spent on coIs١١)n. ur' ،Et
goods such as clothes and tbe local clothes industry wil expand either thI  و],

١ ،roug
the increase of investment therein or through the utilization of idle capacity.
Or, tbe increase in income may be spent on food, and the farmer will then
appropriate more land for the cultivation of his family food requirements.
In this case the national economy will gain no advantages; on the contrary
the increase in food consumption, if considerable, may badly afect the export
trade. It may even endanger the execution of industrial plans if their success
requires an expansion in agricultural output, in foodstuf, and in the receipts
from exports. It should be noticed, however, that the increase in the farmer's
food consumption may increase his productivity besides its social and
humanitarian advantages.

15. As regards the decrease in the income of big landlords, this may
affect certain local industries and entertainment services. But as in most under­
developed countries luxury goods are sualy imported and travelling expen-



diture abroad represents an important item in their balances of payments,
land reform is likely to improve their foreign payments position without
producing a corresponding loss to the national economy as a result of reduced
,mports.

We should not forget either tlat botl the redistribution of land property
and the limitation of land rents are likely to divert savings to new cbannel
of investment other than the cumulation of more land, thus producing a newو٠ ض 

ource of fnancing economic development.

A problem that needs special mentioning is the compensation whichi
usually paid to landlords in the form of loDg-term bonds (sometimes of 30
years) to be redeemed by means of the installments collected from the new
owners. This procedure means that the amount of compensation will be paid
out of the agricultural income and can be channelled to investment in industrial
or other activities within the economic development program. It is possible
that public or private credit institutions may carry out their ordinary role of
lending against these bonds to enable immediate investment in useful fields.
Such loans are advantageous to the national economy under two conditioDs:
first, they should be granted within a limit that would not lead to infation;
and secondly, this facility should be considered as a part of the economic
development program so tbat moDey may not be spent on precious metal
hoarding or in low-yield investment. Needless to say that money lent to ex­
Jandlords should be carefully watched against being smuggled abroad.

However, lending against land reform bonds ueeds be organized only
when their circulation at the stock eRchange is restricted and their redemption
slow. But if these bonds are allowed normal circulation and redeemed in reason­
able annual proportions, other problems will need consideration. Thcre is
the problem of how to avoid the results of illegal speculation that aims at
lowering the market quotations especially at the start. There is also the problem
of fxing the annual redemption at a level that leads to no infation.

16.-It is obvious that the fnancial effects resulting froun the redistri­
bution of agricultural income will vary in importance with the eRtent of this
redistribution. The change in demand as we have already pointed out will
affect the country's foreign trade and will consequently afect the customs
receipts which usually foIm a main source of public revenue in underdeveloped
countries. The tendeucy towards levellation of income wil also affect the
proceeds of income taxes.

From the foregoing we can conclude that land reform is closely connected
with the national economy as a whole and witl the gcneral tendency towards
economic development. We have pointed out in part l of this study that the
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success of land refom depends on the ability to increase agricultural produc­
tion or at least to prevent its deterioration. This ability iD turn depends on what
extent the national economy can substitute the ex-landlord in providing owncrs
and tenants with material and tecbnical aid in order to bring the newv farn
1o the optimum size. To achieve this end, it is nccessary to coordinate thc
general development program with land reform. If land reform requires some
public works (roads, canals, etc...) the development program should cater­
to create public or pnvate frms or to organize government administrations
that can carry out the necessary works. If the parcelling of big ownerships
necessitate a shift towards extensive cultivation, then the economic develop­
ment program should be adapted accordingly. Storing houses are to be pre­
pared for agricultural products and wider markels are to be sought through
the improvement of transportation and other marketing facilities both locally
and abroad. Marketing abroad is of particular importance to underdeveloped
countries, as the continuous deterioration in their terms of trade is partly
due to lack of organization in their export-import policy. As the more deve­
loped countries (usually exporters of manufactured goods and importers of
raw materials) enjoy a rather monopolistic postition both in exports and
imports, underdeveloped countries can improve their terms of trade only
when their economic development programs gve due attcntion to have a
well-organized trade system which can stand against tle monopolistic elements
in world markets. It may be necessary for underdeveloped countries to conclude
agreements between themselves to secure success for what measures tbey may
take in tbis respect.

The change in demand based on the distribution of agricultural income
requires the economic development program to give more weight to those
industrial projects which can meet the new demand.

In other words, the economic development program should be adapted
as to incorporate land reform. There is no doubt that the ultimate aim of both
land reform and economic development programs in underdeveloped couutries
is to wipe out disguised and partial unemployment and to increase the pro­
ductivity of labour. These problens cannot be satisfactorily solved in under­
developed overpopulated countries without creating new industries and
increasing agricultural production. The increase in agricultural production
can be attained by expanding the cultivated Area and by improving the econo­
mic yield of land through the reconsideration of crops to be cultivated and
the application of diferent technical nethods of cultivation.

18. Before leaving these two remarks about tle relation between land
reform on one hand and both agricultural production and general economic
development on the other, we have to stress the importance of the administra-
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tive problems involved. A highy efficient administratve systenI is indeed
required to carry out land reform. The expropriation of land, the management
of requisitioned area before redistribution, the decision as to what benef­
ciaries are to gct use of the land reform, the creation of new institutions for
the help of new owners such as cooperatives and guidance centres, the manage­
memt of such institutions, the control on land rents... all these are not easy
problems to be tackled.

Similar problems are to be.faced in the execuUion of the economic develop­
ment program and its adaptation so as to secure success for land reform.

It is obvious that the execution ofland reform will be easier when national
consciousness is well-developed and the cultural standard of the farmer is
adequate. For the success of land reform is closly connected with the general
attitude of the countrymnen. The peasant should not receive his new land or the
increnent i his income as a gift to be squandered. It should sink deep in the
comuunity conscience that thes eadvantages are mere means leading to higher
development and better society.

CONCLUSIO

Land reform is a common phenomenon which appears in the histoy
of nations whenever certain conditions step in to cast light on the problem
of land tenure and land rent, and whenever circumstances favour a coercive
and courageous action. Such an action may be the result of a revolution or
a measure to avoid an expected revolution. It may also come out when the
poltical stucture of a country is deeply changed (as happened after the libera­
tion of Asiatic peoples) and means bave to be sought in order to achieve both
social and economic development, to confrm the newly acquired political
freedom, and to interprete this freedom in terms of economic rights in land
tenure or in land yield.

Fhere is no doubt that the importance of land reform as a fundamental
· ٠ wed from themneasure for development will be more emphasized when vie

· ٠٠٠٠ • mmic advantagessocial, humanitarian or political angles. Besides, the econol  "ة
of land reform cannot be denied. lt leads to the reorganization of agricultural

d٤١ti ١٠٠tif٤ b٤ and in such a way as to avoid the disadvantagespro ،ucIon on scIen'1 Ic ١ases
of big ownerships. Under land reform, however, lower rents provide chance
for tenants to develop the techniques of production without undue exhaustion
of soil fertility, while the depreciation of land value diverts a considerable
part of national savings towards investment in industry and trade.,

Yet, land reform will not be fully effective unless it is coupled with state
interference in agricultural production with a view to obtaining the optimum
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famm as regards the type of agriculture, as weLl as the farm area, whicl should
be adequately elastic to cope with any changes in the techصiques of production
or in the general economic conditions. Perhaps the most serious danger to
land refomm is the parcelling of property. In any case, land reform sbou!d be
considered as an integral part of the general economic development programm
s0 as to secure balanced development in he ؟ different sectors of national
economy, especially in underveloped overpopulated countries where the
standard of living cannot be appreciably raised without creating new industries
to absorb the surplus population.

A٠ EL TANAMLI



ECONOMIC ASPECIS
OF LIVESTOCK PRODUCTION

by OMAR WAHBY, Pb.D.
Faculty of Agriculture, Cairo Unirersity"

As it is knowu in mathematics one can maximize a giveu function subject
to certain restrictive conditions. This ptoblem of maximization is, implicitly
if not explicitly, dealt with in reaLity among people hawing diferent major
interests in life like production, consumption, etc., or people performing withنn
diferent Lines of activity like education, politics, medicine, etc. A consumer
for instance tends to maximize his utility or, commonly speaking, happiness
function subject to the means at isا command related to the price of the units
of the componets formulating his happiness vector. As for the producer there
are three factors which are usually considered as afecting his bebavior: the
technological factor, the economic factor, and the institutional factor.
A microeconomic analysis of an cconomic frm would reveal its manager's
aim selecting the economic factor to be maximized and taking the other two
factors as given at least in the, relative, short run. However, this approacb
is not adopted by the technical scientists since tleir profession requires then
to ignore but the technological factor for maximization which is, admittedly,
a complementary approacl to and indispensable part of the long run dynamic
production process.

Looking at the production process ftom this angle one may view tho
tcchnology ofproduction as a factory processing and improving to themaximum
input-output relations or, synonimously, production functions. Applying
cconomic tools to these production functions completes the overal produc­
tion picture.

L ivestockز Production
Livestock production could be analysed in a micro sense, that is, from the

individual firm's standpoint, and in a macro sense, that is, from the nation's
standpoint. Let us follow, therefore, each approach to show tbe economic
implications involved in the overall problem of maximum eficiency of Lives­
tock production.

L ivestockر Production as a Private nterprise

Livestock production is, in a micro sense, an enterprise within the farm
business utiاizing agricultural reeoarces and heuce competing ith otler
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farm enterprises for land labor and capital. Whether or not the resource ma­
nager starts up a livestock enterprise is determined by the net returns obtained
from such business (including soil conservation considerations, etc.) compared
with those obtained from other farm businesses over the range of the manager's
economic horizon, This decision is governed by various economic theories
based upon cost, price, risk, and uncertainty considerations and also by the
famous biological input-output relationships (production functions).

There is, however, a simple economic device througb which the resource
manager can deterine the scale of his livestock production, if any, relative
t0, say, crop production given the production functions and using a fxed
amount of resource on the farm which is mainly land. This device is the iso­
resource curve AB (fgure 1) showing all possible combinations of Two products
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that can be produced with a given amount of resource. This curve which the
manager, being more economically than technologically minded, takes as

-iven and which becomes variable through tbe efforts of the biological scienع 
tists is not useful by itself in solving the problem. Which combination should
be produced to make the most of our resources is determined by price con­
sideration which is represented in the price Line CD. The slope of CD repre­
sents the sales-price ratio of livestock products and crop products at a given
time. The point of tangency F gives us the answer which is a combination of
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OL units of livestock products and OP units of crop products. The ncgative
slope of AB shows a caseof competition between livestock and crop productions.
This, however, docs not fully agrec witb reality since there is usualy a degree
of complementarity between agricultural enterprises, i.e., the production of
one crop induces the production of the other with no additional resources.
Wthin the livestock enterprise, for instancc, there is complementarity in
production between cheese and feeder stock production since some of the
cheese by-products like whey are commonly mixed with concentrates in the
feeder-stock ration.

Now that the manager determined the size of livestock enterprise relaive
to other enterprises on the farm he is confronted with the input-output relations
of whatcver stock he handles. Due to the inevitable fxation of some factors
of production in the biological world, production functions are subjected to
the law of diminishing returns. The problem of deciding oD the point on the
production function at which the manager stops applying inputs then arises.
The optimum point of production is, again, a function of biological factor
(production function) and economic factor (price Line). Let us take fecd, in
steer fattening enterprise, as the variable factor. In fact, it is the most important
factor of production to people engaged in this occupation. Taking otheF
factors as given, figure 2 shows a hypothetical relation between feed input
over and above thc maintenancc ration and meat output (gains in weight).

P

٨

٢ee #
ot4مز 

Pو٥ dء tte»>
٤3٠٠r<م٤ 

F a ء zم ut

 م٨
() ره
/taiAteم ance

٣a 3٢'e٨

(a)٥٩:٢ع م٤



108 EGYPTE CONTEMPORAINE
 د،،جي«

The optimum level of feeding is determined by the tangency of feed­
meat price line CD and production function AB at F. Thus, given the produc
tion relation and the input-output market price ratio shown in figure 2, the
manager maximises his profits by feeding OE obtaining OM meat output.

The optimum level of feeding in any other line of livestock production
could be similarly determined.

Dealing with more than one factor of production requires mathematical,
rather than graphical, representation. One may introduce, say, milk produc­
tion function for a certain breed ofcows in a single regression equation contain­
ing three independent and one dependent variables, thus:

Y=<-+ PX-+yH3-+nX;

where Y stands formilk output,X1,F5, andX; stand for three factors of produc­
tion, say, feed, labor, and housing condition. ,P,y and n are the equation's
parameters to be estimated. The outcome of this analysis shows us the relative
importance of the considered factors in milk production. This is a necessary
Step toward the appLication of factor-cost-product-price considerations.
The factor with the largest coeficient enjoys, presumably, the greatest con­
sideration.

The detemination of the optimum combination of fed resources should
take place simultaneously with that of the optimum level of feeding. Livestock
enterprisers often mix concentrates and roughage or difrErent kinds of con­
eentrates in tbe ration according to fixed practice regardless of the possibility
of feeds substitution necessitated by dynamic changes in feeds price ratios.
Lack of adequate knowledge as to the substitution ratios ([) between con­
centrates and forage, (2) among concentrate contents, and (3) between proteins
and carbohydrates, yielding an iso-amount of output, holds the entrepreneur's
profts short of the desired maximum.

THe relevant economic model picturing the cheapest combination of feed
inputs that produces a given quantity of output, thus, maximizing profits,
is the is0-product curve AB subjected to the feeds price Line CD in figure 3.
AB represents all possible combinations of two feed inputs (concentrates and
roughage, proteins and carbohydrates, etc.) producting a given quantity of
output, say 20 pounds of milk. Applying tbe price line CD (representing
feed-price ratio at one point of time) to the biological iso-product curve we
determنne the optimum point of feed combination F indicating the cheapest
ration 1eeded for producing 20 pounds of milk under the prevailing price
conditions.
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Role of Animal Breeders and Geneticists i theم Efficiency Rrocess

Ft has frequently been mentioned that the rational livestock producer
should deal with relationships which are rooted in the reaلm of biological
felds. Those relationships hike production, iso-resource, and iso-product
functions are looked upon by the resource manager as invariable except
through the efort of animal breeders and geneticists and not of the animal
husbandmen. A production function of a certain breed of cows for instancE
can be shifted upward with a change in its elasticity by improving the inherent
productivity of the breed (fgure 4). The same result can be achieved, however
and ony relatively, by the dairy husbandmen through freeing the dairy stock
from dliseases or varying the ixed factor of production. This, of course, is
a submarginal situation and should be handled before the performance of the
breeders' duty. Applying the price line to the two hypothetical production
functions drawn in fgure 4, we determine the optimum level of feeding on
cach function. The man with the low-milking herd, not knowing the nature
of the production function of his cows will want, like his neighbour with tbe
high-milking herd, to feed OB to get OH. He only gets OE with additional
cost more than returns caused by moving fron the optimum level of feeding
0A. The intersection of the two production functions in figure 4 is justifed
by the assumption that high producing stock requires higber maintenance
fceding leve} OD than that required by low producing stock which is OC.
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Also the shape of the two production functions assumes the existance of
three milk production stages, increasing, constant, and decreasing mnarginal
productivity and a fourth stage inwhich the increments of milk production
stop aud the animal begins to gain weiglt. Al these assumptions, however,
may be hypothesized, thus subjected to empirical evidence.

Livestock Production as a Nationa] Enterprise

Fron the nation's standpoint hivestock production is considered a patt
of the overall national production. Thus, the nation's economic goal regarding
this type of enterprise is to make the most out of all resources devoted to
livestock ptoduction, namely land, labor, and capital. More scientificly speakingوح،فه 

and in general, the average production which is the total production
divided by the umits of productive factors should be maximized. This, however,
is not always the nation's desired goal. There are tines whcn maximum lives­
tock total production is sought regardless of cost considerations. Temporary
eaergency caused by a sudden increase in the country's population through
refuge, for instance, may call for an unexpected need for additional amount
of auimal protein foods. The suddenness of the existance of such condition
does not permit fxed resources allocated for livestock production to be ad­
justed to the new situation, thus, inducing the application of variable resources
up to the point where total production begins to diminish. To the individua!
producer this process, as previously mentioned, is not economical. Production

subsies may, therefore, be given to Livestock farmers t compensate the losses
ufered from operating beyond the optimum point of input application.
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PROB٤EM SOLUTON CONCEPTION
OF AGRICULTURAL PRICE CONTROL

by D, ELSAYED GABALLAH

(A) '!ke Poblem snd Metod of Analysis.

A1 the most general level the problem investigated is the possibility oT
formulating the fianework of principles underlying agricultural price control
in order to determinc more clearly the impLications of scientism to the formulA­
tion of agricultuIal price policy. Underlying this investigation are thejustifying
presumptions concerning the reconstruction possibilities of the agricultural
economic proccss by controling the price instrument, tbe extensive resortج 

to agricultural price control with the multitude of problems that such control
has given rise to, and the unsettled differences regarding the criterialin temms
of whicb farm prices should be controhled. The analysis will not be concemed
wvith the purely marketing problems of fa products; but rather, with the
production aspects of agIiculture as they bear on farmers' incomes and con
sumers satisfaction, and with agricultural price control as a public correctiYe
neasure.

Methodologicly, the investigation will be carried out in terms of
foImulating ' the principles derivable from the characterization of the
agricultural economic problems arising from the operation of the free or
uncontroled agricultural price system and the reduction of each problem by
the relevant type of agricultural price control. This approach is suggested
not merely by the necessity to diferentiate the types of problems involved
in the operation of the free agricultural price system, but also by the necessity
to specify the character of the categories and their inter-relationships which
obtain in the price control of each problem. With the clarification that this
approach provides it would become possible to deteruine what to expect
from agricultural price control as a policy instrument, and to settle somie
of the fundamental issues that has been raiscd over the last decade in the
treatment of that controversia! instrument.
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ow that the focus of the ivestigation is the farm economic problems
arising from the operation of the free agricultural price system and the possi­
bility of their reduction by agricultural price control the question would be
raised concemning the agricultural price functions which givc rise to econonic
policy questions.

(B) Dual Instrumeatality of the Agrictltral Price Systen?1.

The agricultural price systen is of no concern to selfsufFicient fatming.
Ft concerns only commercial agricultura-with far reaching efects on botl
farmers as income earners and on every member of the society as a consumer
of farm products. In the capacity of an economic maximisation instrument,
it integrates and regulates the specialised agricultural economic process witl
production, income, and consumptioD cousequences depending on thc ins­
itutional ftamework in which it operates. As it performs its regulatory and

ttegratory functions it simultaneously serves as a controlling instrumne of
iagricultural production or what may be termed as the resource allocation
function of far prices, and as a controlling instrumnent of agricultural income
or what may be temmed as the income allocation function of farn prices.

As an instrument of private economic maximization, tle fiee or uncon­
trolled agricultural price system determines the structure of an enterprise
agricultural organisation. The particular prices, prevailing ot expected, of
farm products and resources serve as guides to the individual producers who
in the attempt to maximize their net positions from thc cost price relatiouships
would keep readjusting the kinds and quantities of outputs to produce, the.
relative quantities of the various resources to use, and the methods of produc- .
tion to follow. ln the very undertaking of such production functions the
agricultural price system also determines tle distribution of agricultural in­
come and its adjustments by pTices paid to the services of thc resources tbat
enter into production. The prevailing relationships among such price payments
clearly determines the pattern of income distribution within agriculture.

Though analyticaly sepatate, a c!ose interdependence ties up the two
allocative functions of the agricultural price system in a particular structural
setting. Ia the frst place, because of the fact that the use of tesources is deter­
mined by expected incomes and that incones arise as prices paid to the services
of the resources used A close interdependence exists between the two price
functions and the systems of allocation they bring about. In the second place,
the resource allocation function of farm prices is, by implication, subotdinated .
to their income allocation function. This relationship signifes the fact that
the agricultural price system serves consumers indirectly by guiding farm pro-
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-uction in ternns of private maximization. Alternatively stated, since the proه 
duction objective is to maximize the private income position of farmers, they
will be primarily concerned with the income allocation function of far prices,
«1nd will use prices as guidcs to resource-use only to the extent that such price
guidance is expccted to maximize thcir net income position. In this connection
sight should not be lost of the fact that for producers to maximize their private
cnds they havc to produce the output most valued by consumers.

The maximizational capacity wvith which thc uncontrolled agricultural
price system operates and the relationship between its two allocative functions
are institutional attributes that characterize it as a capitalist instrument. This
institutional character necessarily refects the institutional character of the
enterprise agricultural organization for which the price system acts as the
machinery of cconomic allocation. More specifically, the private maximiza­
tional character of the agricultural price system is a necessary implication of
private property and production. In this capacity the price system acts as the
market instrument of private acauisitiveness: a function that is bound to bring
pIessures to control it in thc interest of special groups. This very maximiza­
Tional character of the agricultural price system implies that as a logical ne--ت 
cessity and with regard to thc future, the system must be rooted in uncertainty-
and would consequently be ony expectational. Such uncertainty arises from
privacy of decision-making or privacy of enterprise by independent economicت 
units: An institution that obtains as a necessary implication of private pro-
perty and thc pursuance of proft. Closely tied with these two institutional
attributes is tle subordination of the resource allocation function of farm
prices to their income allocation function, and consequently the subordinA­
tion of production to the maxinization of private ends.

(C) Analytical CbAracter of Agricutrel Price Control.

As a logical consequence of the interdependence between the income
allocation function of farm prices and their resource allocation function the
control of either function would necessarily result in the simultaneous control
of the other, with a new and diferent system of farm resource and income
allocation thereby obtaiing depending on which function has been primarily
.controlled. More specially, this consequence means that in addition to the
cxistence of the free agricultural price system and the system of farm incomeه 
and resourcc allocation it sives rise to, there could exist other two agriculturalق و 

price systems and their corresponding systems of farm resourcc and income
allocation. These price and allocation systems arE:

(a) The agricultural price system in which the income allocation function
of prices has been primarily controlled to raisc or lower farm income than what
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would have otherwise been the case under the free agricultural pricc systen1.
This type of price control which focuses ou the income fowv between tle farm
and non-fam sectors of the economy and to that end starts with the manipula­
tion of the income allocating capacity of farm prices, would also result in a
secondary but necessary efTect, namely, the control of the resource allocation
function offarm prices to the extent that the control of tbe income allocation
function requires. This is another way of saying that for a farm output to be
sold at a given price to yield a given income, the quantity of that output must
be such as can be sold at that price. But as it responds to price, the control of
farm output to the desired extent would involve the control of the resource
allocation function of farm prices to that extent.

With both agicultural price functions thus controled a new agricultural
pnice system and a new corresponding system of farm income and resource
allocation would emerge, with such price and allocation systems difering fromm
the free agricultural price system and the system of income and resource allo­
cation it gives rise to.

(b) The agricultural price system in which the resource allocation funcLion
has been primarily controled to reconstruct the production organization of
agriculture. This type of price control whicl focuses on the wvay rcsouces should
be used, and to that end starts with the manipulation of the resourcc allocating
capacity of famm prices, would also result in a secondary but nccessary efect.
namely; the control of the income allocation function of farm prices to the
eRtent that the control of the resource allocation function requires. This i
another way of saying that for a given production organization to obtain, thc
prices paid to the services of the various resources (their incomes) must bc
such adjusted as would induce each resource to ente into production as would
add up to the desired organization. But the control of the relative incomcs to
the services of the various resources to the specific incone structure correspond­
ing to thbe desired production organization would involve controlling the
income allocation function of farm prices as would transmi to the resource­
hsed relative incomes that would add up to thuat spccifc income structure.

Wز th both functions of the agricultural price system thus controlled a
new agricultural price system and a new corresponding system of farm resource
and income allocation would obtain with such price and allocation systen1s
differing from both the free agricultural price systems differing from bot
the free agricultural price system and its systems of allocation, and the agri­
cultural price system in which the income allocation function has becn pri=
Marily controlled as mentioned in (a).

Fhe above analysis of the possibilities of controlling the free agricultural
price system leads to the conchwsion that on accotnt of the interrelated func-
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tional duality of the agricultural price system the term "agricultural price
control" is a compositc conception that has to be comprehended in terms of
its twvo analytically separate components, namely; (a) agricultural price
control of farm income in which prices are primarily treated as income vehicles
with the understandable result that parties to the exchange of farm products
would be concerned directly as income earners with any change in the income
allocating capacity of farm prices, and indirectly as farm output users with
the production consequences that sucb income change requires; (b) agricultural
price control of resource use in which prices are primarily treated as vehicles
to farm production reconstruction with the understandable result tbat partie
to the exchange of farm products would be concerned directly as users of sucb
products with the change in the resource allocating capacity of farm prices,
and indirectly as income earners with the income consequences that the pro­
puction reconstruction requires.

The fact that both types of price control precipitate faru incone and
resource use changes slould be no reason to confuse one type with the otheI,
or to obscure the composite nature of the term "agricultural price control"
wvhich necessariy means both types unless the type of function primarily
controlled is specifed. For the diferences between the two types are not
merely structural: which function has been primarily contolled witb the other
function subordinately changing correspondingly, but they are as will beج ه 
clarified in what follows botb functioDal and institutional tbat each type of
control stands not merely independent but decidedly contradictory with th
other.

{D)) Agricultural Price SolutioDs of heا Farm Allocstive Problemد .

Between themselves, the twvo allocative functions of the agricultural pric
system bring about through the free operation of that system the economic
problems of agriculture as it is tied to the exchange system. The nature of those
problems clearly derives from the nature of those price functions; consequently,
A farm income problem and a farm resource use problem could obtain witl
the operational content of each problem depending on the specifc price solu- '
tion adopted for each. Before analysing those problems and their possiblc
eduction by price control, it is necessary to state that those problems and their
solution are translatable into price terms since the policy measure adopted
is a price control measure. However, the particular price relationships speci­
iying one problem and its solution differ from those specifying the other,ب 
with the consequence that the types of measures necessary to bring about one
solution difer from those necessary to bring about the other.
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1.- Agricltral Price Control of Economic Eauality :

A farm income probelm would exist when the amount of incomc trans­
mitted to agriculture by th free agricultural price system crcates unrest on
the part of farm or non-farm producers. Sincc firm commodity prices are the
income vehicles to commercial agriculture and non-farm prices are the income
vehicles to the non-farm sector of the economy, the farm income problem wvould
fnd expression in the ratio of farm to non-farm priccs; and the price cortec­
tion of this problem consists of the social adjustment of tlat ratio as to yeild
agriculture only the amount of income considered as "just' or "reasonable'_
As a consequence of the political detemmination of the price solution of the
fam income problen it would characteristically remain indeterminatc. Thw
adoption of any particular farm to non-farm price ratio, and lcnce the degrec
of income distributive equality between agriculture and the rest of the economy,
would depend on the relative strengtl of thc conficting forces shaping thc farnn
price legislation, with the prevailing conception of equality as a social value
playing a major role in reconciling those conficts.

Institutionally, the regulation of tle income fow betwecn tLe agricultural
and non-agricultural sectors by controlling the income allocation function oF
fam prices (or agriculture's terms of trade) does not change the character o٢
the agricultural price system as a capitalist instrument. Under such contro!
the agricultural price system continues t serve as: (a) an instrumen1 of specia  أ
economic maximization through which farmers and non-farmers stand to.
gain at the expense of each other, relative to what would have otherwise pre­
vailed under tle free agricultural price system, depending on in whosc interest
and to what extent such control is made; (b) an allocating instruncnt in
hich the resource alocation function is subordinated to the income alloca-.
tion function. The fact that collective action on the part of farmers and non­
fammers is involved in such public contro] and that the gains realized are co!­
lectively shared by farmers or non-farmes (a situation that difTers from the
free agricultural price system situation where private producers try tomaximize
their private gains) has no effectregarding the general political economy charac­
ter of such controlled agricultural price system.

Within the above general institutional franework, a particular instit­
tional change takes place as a result of the control under consideration, namcly:
converting the free agricultural price system fiom a competitive instrument
into a monopolistic one. This change which arises as a logical necessity of
the arbitrary change of the income allocating capacity of farm pices for
against faImers is required to counterbalance a monopolistic position that
favors or disfavors farmers. Broadly speaking, farmers normally stand to lose
rclative to non-faImers on account of the fact that they sel their output in
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a competitive market and buy their supplies in a nonopolistic one. Their
injty deepens over periods of increased farm technology and productivity
as well as over depression periods when, on account of the agricultural cost
structure and conpetitiveness, the same level of famn production hass to be
maintained. When agricultural incomes deteriorate over such periods farmers
press for farm price support and the producUion and marketing restrictive
measures that go with it to counterbalance the monopolistic privileges of tbe
non-farm sector. On the contrary, when the denand for farm products outruns
their supply as wvould generally occur during a war, serious infation, and rapid
industrialisation, farmers would stand to charge excessive prices if the market
were left uncontrolled. Even if it were assumed that resources were available
and could be channelled into farm production, output cannot be expanded
before a production lag that may extend for several years. The inability to
expand faIn output at the same pace with the denIand for it, even tbough in­
berently technical, would crcate a situation analogous to a monopolistic one
in which production is consciously restricted. Over such periods consumers
would justly press for farm price ceilings and consumption restriction to check
the "temporarily monopolistic" farm position.

The types of measures fo and particular efects of agricultural price
control of farm income are well treated in the literature to deserve any further
treatment here. However, a signifcant remark concerning this control as a
policy instrment is in order. The continued resort to such control inspitE
of its established theoretical and practical limitations arises from the fact that,
politically, it is the more readily available altenative to alleviate the implica­
tions of inter-dependence between a competitive sector of the economy and
other sectors that not only enjoy varying degrees of monopoly power, but
also behave in such manner that threatens witb periodic collapses and in­
fashenary pressures. Agriculture fnds it more pactical to press for higler
prices than to press for trust control, monetary stabilization and economic
growth. AIthough fghting monopoly with monopoly would decidedly reduce

' 5

the national product, its acceptance simply means that, in terms of practicabi-
Lity, it is nore preferable to maintain equality among the various economic
sectors than to a higher level of owtput. In a similar fashio no-farmconsumer,c٦ 5  ،ه

particularly those with fxed incomes, fnd it more practical to press for price
ceiligs and consumption control than to press for infation controls when

 ص

i fationص becomes politically an inevitable instrument. In such politico-economic
setting, the economist accepts agricultural price control only as a political
"realist, for his sinplist economic notions indicate that farm price control a
a policy measure does not go far behind treating tbe symptoms.
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2.- Agricltral Priee Contol of ACconomic Eficiency :

A problem in the use of resourccs in agricultural wvorld exist wlcn thc
output forthcoming from such use as it is directed by the free agricultural
price system is less than what it could have bcen had the available resources
been most effectively guided in production. Theoretically, the perfect solution
to the resource-use problem involves the reorganisation of the agricultural
production system in such manner that not only no more output could be
realised by any other production organisation, but also that any such
reorganisation mut reduce tle forthcoming output. As a matter 'of defini­
tion the perfect resource-use solution or maximum economic efTiciency is
uniguely detemmined, witl its insiduous determinism arising from the fact
that it obtains as the outcome of two "givens" namely, consumers' preferences,
and the available quautities of resources viewed in their capacity as technical
units and applied in production to achieve maximum consumers' satisfaction.
Maximum output is by implication also deterministic and signifies the perfect
optimality of output to consumers' tastes, with such output presumably pro­
duced by using the minimum amounts of resources technically required.

The maximum output solution to the resource-use problem originates
in economic theory. It detives as an answer to the following question: It
derives an ansWer to the following question: "If there is a given collectiou of
resources how should they be organized in production to achieve tle maximuu
output' ? Since the answer must be based on marginalism, (l) the particular
prices involved in this solution would clearly be those specifying the marginally­
adjusted production or the farm input-output price relationships that are such
adjusted as to yield equal marginal retuIns to comparable units of resources.
In price terms the agricultural resource-use problem would therefore be
indicated by any discrepancy among the marginal returns to comparable
resource units; and its correction requires the Teconstruction of production
in terms of marginalism. It goes without saying that the existence of the problem
implies a reduction in output that results from the wastefulness with which
resources are used; and as a consequence consumers, other things remaining
equal, would be forced to pay unneccessarily higher prices.

The social agticultural price adjustment necessary to achieve the maximun
output solution involves the control of the resource allocation function oF

(1) Professor F.Knight carefully states tbe maximizational nature of marginalism in
wlat follows', Economic theory is concerned with tle allocative aspcct of economic behavior.
Its entire argument comes under the singlc "economic principle'' that the total result is
maxiصized through allocating means among alternative channels of use (eacl subjcct to a
law of diminishing efTectiveness) in such a way that equal incremcnts of means yicld eaual
increments of cnds in all modes of use", Sce "The Nature of Economic science in Somc
Recent Discussion", American Economic Review, Vol. XXIV, June 1934, p. 228.
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fam prices iu such manner that margnalism mould obtain throughout the
agricultural production organization. Such control requires the adoption of
two measures, namely, farm price foreknowledge to guide the allocation of
resources among alternative types of output, with frus following a "proft'
maximizing behaviour and an unrestricted mobility of resources anong and
within fms to muake possible the needed marginal Iesources adjustments.
From the farm production system emerging proft would disappear as an
economic category, but the maximum output desired by consumers would
be forthcomning.

lnstitutionally, the political economy character of tLe free agricultural
price system as a capitalist instrument changes witb controlling its resource
allocation function to achieve maximum efficiency into a socialist instrument.

This change involves, structuraly, the subordination of the income alloca­
tion function of farm prices to their resource allocation functioD; and, funG­
tionaLy, a maximizational instrumentality solely in tems of the social opti­
mality of farm production. The sociatlist character of the agricultural price
system under this type of control reTects the political economy character of
the system of allocation it regulates. The two measures required for the achieve­
ment of maximum efficiency, namely, unrestticted resource mobilicy and
price foreknowledge are socialist measures that when adopted, would complete
the socializm of agriculture. For unrestricted resource mobility means that
every frm is enabled to acquire the resources it needs whicL implies that
resources cannot be privately held but rather have to be pubLicly-owned
with each frm enabled to obtain the variety of resources it needs in terms of
marginaLismn. And price forgeknowledge means the ending of privacy of
decision-making; for when all frms know future prices they could only operate
as "quantity adjusters' of resources but not as proft-seekers.

Now that tle political economy character of agricultural price control
of maximun resource-use efciency has been clarifed it would be unnecessary
to go any further into a discussion of its other attributes as it is of no conceIn
to any agriculture based on private property regardless of the social regulation
of the latter. It must be mentioned here, however, that the maxinum ofhicieucy
solution whicb appeals only to "economic-purists" is valid omly in theory and
could easily prove disastrous in practice as may be inferred from the absence
of a completely socialized agricultural in any part of tle world.

(E) Agricultural Price Contol i Contemporsryم Agricultral Rconomics.

The analysis of the possibilities of agricultural price control of the farm
a locativeل problems leaves no doubt regarding tLe diferences in purpose and
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conception between price control of farm incomc equality and price conol
of farm resource-use economy The diferences which are structural, functiona
and institutional render each type of cotrol contradictory with the other.
To be sure, on account of the absence of private property and production under
a totaliterian socialism there is no place for agricultural pricc control of far
income to establish a balance of economic power between farmners and non­
farmers; but ratber there is theoretically a place for agricultural price controI
of farm resource-use to achieve maximum economy. Nor would there bE
a place in an enterprise cconomy for agricultural price control of maximum
rescurce-use economy because it is not the consumers who collectively ow
and operate the agricultural production system solely in terms of their ow»
preferences, but rather, there is frequently a place for agricultural price conto}
of farm income to establish a socially desirable income balance Hetween farnر 
and non-farm earners. The contradiction under consIdcration may be summed
up by stating that both types of agricultural price controls caunot be simul­
taneously undertaken because farm production cannot logically be simul­
taneously botb capitalist and socialist.

ow that it is all too clcar that the maximm economy value is not n
camnot be the overiding social value in an enterprise economy, the question
would justly be raised regarding the relevance of the concern with controlling
the resource allocation function of farm prices to achieve maximum econome
when dealing witb the agricultural price policy of an enterprise agricultuty
or any system of agricultural production that is in principle based on tbe
existence of private property regardless of the extemt of the regulation of th

 ا-

latter. The answer to this question originates in tle very development of
recent agricutural economics.

Over the last ffteen yeats the major development in agricultural ecouomics
has been in the area of agricultural price coutrol of farn production eficiency.
Since its embryonic stage in 1940, ( ( ا this development has such vigorously
grown that by now it stands as a major schoo] of agricultural cconomie
thought (2). Inspite of the sporadic intellectual unrest it caused the

",Schultz, T.W., and Jonson, G.D., "Elements of a price policy for :griculture)ا( 
Memo. 5 (mineo), 1wa Agricultural Eperiment Station, Ames, Iwa, 1942.

(2) Schultz, TW., Redirecting Farm Policy, New York, Macmillan, 1943,
- Production and Welfare of Agriculture, New York, Macmillan, [950

ch. 1,5, 7,9, 12. ٠ " •
- Agriculture ln An Unstable Economy, New York, Mc Gron Hil, 1953.

Johnson, G.D., Forward Prices tor Agriculture, The University of ChicAgo, Pres,
Chicago, IIl. 1947.  و م

- Trade and Agriculture, New York, John Wiley and Sons, 1950, ch. 6-8.
Heady, E.0. Economics of Agricultural Production and Rcsource Use, New York,

Prentice Hall, 1952. ch. 17, 18, 24 and 25.
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chool's ( ( ا forceful domination and cxtreme complixity remained un­
challenged. () .( ذ)

No attempt wil be madc here to critically analyse that school; only the
institutional characterisation reached in this investigation will be applied to
throw light on the way for futre analysis. Boiledl down to its essentials the
school consists of the followving propositions:

1) Resource allocative ethciency should be adopted as thc objective of
agricultural pice contol.

2) Price foreknowledge (or Forwvard Pricing) to guide farmer's use of re-د٠ 

sources should be adopted as first step toward the eficiency objective,
pcnding the development of economics and thc identifcation of the otle
necessary mcasures to achieve eficiency .

.3) Efciency is polititically and economically justifable not merely in terms
of its compatibility with the existing social value systen but also in terms»٥ا ج

of its being the production organisation that yields maximum profts
to the farmcrs and maimum output to the consumerS.

4) Agricultural Forwvard Pricing is politically and economicaly justifable4ج 

in terms of both its compatibility with the free agricultural price system
-DاC٠٠٠١٠٠٠٠٠ ء.and its profit and output maximization efEcts to thc producers and 3o

Sumers respectively.

5) Deviation of agricultural production from the eficiency conditions
· ٠٠٠٠ : :omes andseriously injures farmers and consumers in terms of net inC

output respectively.

. ٠٠٠ Farm Econo-(1) Froker, R.K.,"Discussion of price policy wvinning papers' , Journal of
mics, Vol. XXVIlL, i946. , متمر:. Journal of Land

Persons, K.H., "THe Problem - Solution Basis of Forward PricinG' ,
Economics, Vol, YXV, No. 4, Nov. 1949. A11eم te Resources in American Agri-

Brewster, 1.M. and Persons, H.L, "Can Prices l%'جية .
culture', JourDal of Farm Economics, Vo]. XXVIII, NoY. Eecc ir Association isrican Farm :onomIc li

(2) In an essay contest sponsored by the Am"" ,Mded price control of resource-use.
1945, the frst and second award-winning papers omic ر]??%؟ progress, that will promote
See : "A pricc policy for Agriculture consisKent !{ wز liam H. Nichoils, Journal of Farm
adequate and more stablc income from farming. ')
Economnics Vol. XXVIL 4. Nov. 1945. ,٥rWilliamn O Jones states, "This elaborate;'و و 

(3) CommentinG on that dcvelopnent Pro'@=' Heory, in approximately cqual parts.
• ٠٠ a any م٠٠٠٠ growinG structure is built of obserYaf"", ly ب م] by an empirical irvestigation, each

Each junction of tle girders of theory is »ol" je م structure by one or more theoretical
emnpirical fnding is 1irmly ticd in to the rest o
girders... i٤are ٤ر sound now until ithas been examined much

....It is hard to tell just what parts ol,, bز' iob. lt wil reguire tie and talent. "See'
more carefuiiy than irssGor has been. This!ر}ثمز{ج Economics, Vo. XXXIV,Nov. 1952,
The Ncw Agricultural Economics', JournA
p. 446.
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Agricultural price uncertainty (the opposite to Forward Pricig) injrUs
both the producers as to the scale of their opcraLion, the size of thcir
incomes and profits, and the consumers as to the quantity and structurU
of farm output.

7) The logic of perfectly solving simultaneously both the production problen
and the distribution problem calls for their separation, and solving the
former by price guidance of production to achieve efiiciency and th
latter by nonprice measures but directly by income redistributive mcasures.
hn view of the political economy character of agricultural prie control

of maximum allocative efficiency as reached in the above scction, the following
defnite conclusions can be made regarding the natre and validity of the
above propositions:
1) The effciency recommendation is a recomnmcndalion of socializing

agricultural production; bence, it cannot bc adopted by any agricultural
based on some aspect of private property. The term eficiency that its
advocates in agricultural economics used is a connotative term that
is eRactly definable as the term "The Competitive Solutiom" which is
recommended by socialists.

2) The Forward Pricing Recommendation is a recommendation of socializing
the agicultural price system to direct the use of thc still privately
owned resources in terms of consumers use of output and not in terms
of producers proft. Its adoption would split the institutional structutU
of the capitalist system by eleminating privacy of decision-making or
enterprise, and leaving private property intact. The system of politicلa 
economy it gives rise to is neitber capitalism nor socialism, and should
not be confused with the "Mixed Ecoaomy" systems.

3) The economic justifcation of efciency in temms of profit maximisation
by the producers contradicts the institutional character of eficiency as
a production systen that totaly eLiminates proft as an economic category
and liquidates the private producers to start with. The political
compatibility implication of eficiency with private poduction as such
implication arises ftom the maximum proft justification is necessarily
misleading. As to tbe maximum output justification, it has already been
mentioned that its validity is only theoretical and no data is available
to support it. In fact tle absence of a totaly socialisd agriculture in any
country points to the grave practical difficulties that face the adoption
of such organization.

The appeal to faumers in terms of proft maximization by Forwardه( 
Pricing is misleading since it anIounts to tle contradictioa tLat a socialist
mneasure could enrich tle capitalists.

6)
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5) The attack on uncertainty is institutionaly a disguised attack on privacy
of enterprise, and similarly the attack on a production organisatioa
that deviates from cficiency is an attack on non-socialist production.
2he relevance of the economic justifcation supporting both attacke
cannot be evaluated here. It must be mentioned here, however, that so­
cialists havc no complaint regarding the productiveness of capitalist
agriculture and their objections have mostly centred on the inequality it
gives risc to.

6) The Iogic supporUing the adoption of the economic system mentioned in
proposition ( ( ا above, poses a new ideological theoretical weapon tbat
economists arc not yet aware of. Its full possibiities has yet to be studied
particulary in comparison with the traditional socialist veapon.

The possibiity of making the above conclusions rested on the indentifca­
ion of the institutional character of the pIice control under consideration.
This identifcation brought to the surface the severe contradictions that makes
it imperative to refuse the economic justifcation that tbe school used to sup­
port its propositions. The fact stiلl remains that the complex theoretical
manipulations used to obscure and justify those economic contradictions haYe
yet to be reconsidered. And until this is completed contemporary agricultwral
economics in its major development wil continue to pose a serious case of
acdenic confusion that has for long been left unnoticed.

DR. EL S٨YED GABALLAI

aange, 0., On thc Economie 'FIeory ef SociaLism, Minneapohis, Minresota,  )ا( ا193٤
in M. Lippinco1. cd.
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 مصر فى
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 التجارة نادى نشال
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 والغرب الشرق من أنباء-
 واحصاءات بيانات-

 الانتهاج مشروع حول: أباتظه فكرى الله عبد
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 المرى القطن
 وطرق ممر فى القطن: فهمي محمود فحمد

• تمويله
 للممال والادخار التأمين منادبق تانون

 أوروبا الى القلية صادراتنا: خالد وسيم
 الاخيرة المالية الحرب تبل وآسيا

• ويعدها
 الاقتصادي المجال فى الحكومة برنامج-

 القاهرة٩٨ العدد
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 فى الضمانات مشكلة: سليمان التواب عبد
 الصناعى التليف
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١٩٥٦ سنة فبراير أول القاهرة٩٩ العدد
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 المشروعات تمويل: الشافعى اجد محمد دكتور
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 السوداء القائمة فى المدرجة البواخر-
 شهر فى والمالية التجارية الأسواق

١٩٥٦ سنة يناير
 الاستيداع شركة بمخازن التخزين حركة

١٩٥٦ سنة يناير شهر فى
 التجارى التعارف
 تموينية قرارات

BULLETIN DE LA CHAMBRE DE COMMERCE EGYPTIENNE
D'ALEXANDRIE

20eme Annee, No. 233 Alexandrie- P٤vrier 1956

DEveloppement Economiquo de I'Egypte
depui la REvolution. Lmportant dis­
cours du Ministre des Finances.

Lois. DEcisions. ArrEtEs divers.

Le Premiere Constitution Egyptienne.
TrAc6, travai, construction et pro­
duction,
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 الدولى للقاذو الصرية المجلة
١٩٥٥ -سنة القاهرة عشر الحادى المجلد

 لحقو الدولى الميثاق: الفنى عبد الحميد عيد
 الانان

 حمون لحماية الاوروبية الاتغاتية: كامل حمسن
 الانان

 فى فارسو اتفاقية: صالح الدين ضياء دكتور
 المدنى للطيران الدولية

 مهن لى عر مرحب عنقيرى جبرائيل

 ، ي باندونج

 غال بطرس بطرس دكتور
 المربة الدول جامعة فى
 امة الوثائق-

 المفوبة• نفدا

REVuE BGYPTIENNE DE DROIT INTERNATIONAL
Vol. 11 Le Caire- 1955

ANDRE COCATRE-ZILGLEN. Les -e م
sure conservatoires en droit interna­
tional.

Notes et Chroniques.
Documents.

Dr. BOU'TROS GHALL Th Anglo-Ye-
mini Dispute.

MOHAMED ABDEL AZlZ. 'The Origin
and Birth of the Arab Lcague.

HASSAN BOGHDADI. Ln compEtence
des Consuls €trangers.

 الصناعية مصر
١٩٥٦ سنة يناير- القاهرة ا العدد٣٢ السنة

- الارز بر تصد

 الصناعة شهريات

 الكبريت الجلود
 السياحة

 المتحد: للولايات التعدينية السياسة

 مخلفة وعروفن دولية أسواق

 االصرية المناعة احصاءات

 ونفقات الجملة لاسعار القياسية الأرقام
 المشة

 الامريكية

 العربى الغرب اقتصاديات
 العمل مائل

 النقض محكمة تضاء الضرائب شئون
 مصلحة من الثانى التحفظى الحجز بطلان

 الضرائب

 الامهم لاسعار القياسية الارقام

 فى الصادرة رلافلاس اشهار أحكام

١٩٥٥ ستة سبتمبر/ يناير
 الصناعة تهم التى التشريعية النموس

 ديسمبر أول من المدة فى سدرت والتى

9٥ ه سنة ديس٣١ الى

L'EGYPTE INDUSTRIELLE
32eme AnnEe, No. 1 Le Caire - ]anvier 1956

Guestions du trAvail.
@uestions Fiscales.
Statistiques de l'Industrie:
Actes legislAtifs interessant I'Lndustrie

du 1er au 31 Deeembre 1955.

Choniuue de lIndustrie: l'Industrie des
produits chimiaues.

.a politiaue extIactive aux Etats-Unisا 
L eر d&veloppement conomiqueث en Chi­

ne Ropulaire.
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١٩٥ سنة فبراير القاهرة٢ العدد_٣٢ السنة

 المصرية الصناعة احصاءات
١٩٥٥ فيسة القطن وتج غزل صناعة
- يناير من الصوف ونج غزل صناعة
١٩٥٥ ستة سيتر
 الزيوت منامة
 والسجاير الدخان صناعة

 الصناعة تهم التى التشريعية النصرص

 منة يناي. فهر ن مدت ب"ا"ي

 الصثاعة شهريات
 التعاونية الجمعيات

 الدول الى الصلب أنابيب صادرات_
 للبترول امنتجة
 النووية للابحاث الاوردى المجلس

 الصناعية الغرف انباء
 الممل قل ما

 الضرائب شئون
 تجارية وعلاقات دولية أسواق
 المماممة شركات كرين حركة

32eme Annee, No. 2- Le Caire- F٤vrier 1956

Chronique de l'Industrie., Lindustrio
du cuir durant le 1er semestre de
1955. L'arsenAl de 1a nouvelle cale
sEche du port d'Alexandrie, Les ex­
portations mondiales de tubes d'acier.
Le "teel''. Lindustrie des articles en
matiEres plastiques.

L esم CoopEratives.
L'&conomie du Maghreb = La Tunisie,

1'Algerie et le Maroe.
@uestions du travail. Allocation de

wie chEre. Heures de traveil. V&te-

١٩٥٥ اكتوبر- ينار الخارجية التجارة
 الزراعة
 والتجارة فع الد اتفاقات
 العيشة نفقات

 الجديدة التشريعات
: السودان فى

 المحاصيل ب الخارجية التجارة الميزانية
 الحكومة وسياسة الاجنبى المال رأس-

 الخارج في
 المركزى الهند بنك تقرير

 فى الاقتصادية التنمية لتمويل مؤسسة
 سيلان

 الاهل النمسا لبنك الجديد النظام
 مركزيا بنكا تنىء ليبيا
 الاحصائى القسم

ments des ouvriers. Droit de l'emplo­
yeur A dEterminer la capacite du
travailleu'. CongEs.

@uestions FiscAles. Jurisprudence d، o
la Cour de Cassation = La rEgulari-
t€ ces livres du Contribuable n'esE
pas une condition de la prise en con­
sideration de leur contenu.

Stetistique de I'Lndustrie.
Actes l6gislaEifs intdressant Iind١g¢٤:٤ ،t1٥du 1er au 31 Janvier 1956.

 وتعليقات ملاحظات

 الرئيسية الفالات
 من الأول النصف عن ممر مدفوعات ميزان

١٩٥٥ سنة
 مصر فى الداخلية الملاحة

: الاقتصادية الشون
: مصي فى

 والائتمان النقود حركة
 الاجنبى النقد

 الذهب
 امالية الأوراق

 الاقتصادية الشرة
١٩٥٥ سنة القاهرة الرابع العدد الثامن الجلد

 القطن

 المفرغة والحلقات والتدافع التوازن
 الحرب قيود من بقية

 للرخاء الاساى الشر
 يد جد سلاح
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Stocks and Shares.
CrEdit Foncier Egyptien.
Market Reports.
Officers oF the Chamber.
PArticulars of Membership.
Clnssified Inder oF Advertisers.

BULLETIN DE LA CHAMBRE DE COMMERCE SUISSE
EN EGYPTE

N8. 37 Le Caire ]anvier 1956

CHRONIQUE DE ٨ CHAMBRE
ECYPTE :

Rapport sur le dEveloppement do la
situAtion cotonniere du 1/10/1955
au 31/12/1955.

Nouvelles €conomiques et diverses.
Le Commerce erterieur de 1'Egypte.
Nombres-indices des prix de gros et

du cot de la vio.
Rocettes douaniEres et nroits 'acci­

ses.
6UlSSE :

Tendances dو la politioue commerca­
le stisse.

Apergu de la situation Economiqus d6
1a Suisse vue par 1'U.B.S.

Revue boursiere.
Nourlles 6conomiques et diversقe ،
Les machines pour entrepreneurs  ة

l٥ Roirو de Zurich.
Stntistiques &conominues Suisses.

Cote des changes et billets de ban-
que٠

Calendrier des foires ٥t expositions.
Mises en rolations.
Liste des publications et revues.
Tnder des annonceur6.
Membres fondnteurs e6 DonAteurs.
Annonces at PublicitE.

BULLETmN DE LEGISLATION ET DE yURISPRUDBNCE
EGYPTIENNES

6eme Annee, Bo. 11 Alexandrie 1955
PHILIPPE DRAIIDIS De Ia vente a

soi-meme par le reprEsentant d'au­
trui.

Legislation.
Cour de cassation,
Cour d'Appol et autres juridictions.



THE EGYPTIAN ECONOMIC 6 POLITICAL REVLEW
V٥l. 2, No. 6- Cairo February 1956

Ronthly Commentary.
News from Afica.
Background to Baghdad.
Busiess Commentary = More Fertii-

2ers The High Dصa Takes Shape
More 'Trade Agreements Boom

Town Inflation or no inflation
One Year of Share Prices Tde
Gap.

Cotton.
American Economy end Egypt.
Lancashire's OrdeAl.
The Penalty of Rull Employment.
Gold and Gold Market in Egypt.
Economics of the Sudan.
Documents and Statistics.
THe Egyptian Consttution.
٢He Baghded Paet.

LA GAZETTE FISCALE, COMMERCLALE ET INDUSTRIELLE
&eme AnnEe, No. 62- Alexandrie Octobre 1955

Lث giملatian.
Le Code de l'Autamobile et de la roue.

L'essurance oblgatoire.



1RTTCLS5 PARUS DANS LES REVUES
 ،د،-د

RiVUES ETRANGERE

THE BANKER

1 ذ5

Vel. CVL, Ne. 361 Lond February 1956
A Banker's Diary.
THe Bunkers and the 3aueozo.
THe Soviet Economic OfFansive.
Sir 09GAR HOBSON : A٥ I Soo It.
J. E. HART9HOFN : Is BHitein AgAinst

Monopoly ?
An Artists Sketchbook : Martins B5

Tottenham Court Road. W.T.

How DeArer Money Hمs cut Credit.
J. C, HUNT : Latin Amarican Crren-

cy Practices.
٦٣٥ Bills of Lading Cases.
AmericaN Revi٥٣.
Lnterهn tional BAnking Revie9.
Appointments and Retiremeuقt .
Bnnking Stetistia.

BULLETIN INTERNATIONAL DES SCLENCES SOCIALES
Vol. VH, N8. 4

PREMLERE PARTIE
LBS RECHERCHES INTERNATIONAUEs

٨vent - Propos.

٢ M6thodes et R&sultats

T Bibliographie s6lcctive: les recher­
ches comparatires de portEe in­
tarDationAle su certains grands
sujetA d'6tudos.

Paris- 1955
DEUKIEME PARTIE

1'ORGANSATION DANS 1E DOMAINE
DES SCrENCES SOCLALES

CHRONIGUES ET mNKORMATIONS
I L'organisation dans I6 sciencoد ح 

sociales.
II .Terminologie ب

I1 Rowue dوe P6riodiquee et Chroni-ه، 
aues Bibliogrephiaues.

I٧ Informations diverse.
٦ Tribune Libre

DROIT SOCIAL
19Eme Annee, No. 1 Paris anvier[ ب 1956

PREMIERE PARTIE :
ORGANISTAION PROFESSIONNELLE

P. DESPRAIRIES : Tvolution ot prin­
cipes du droit minier et des Hydro­
cArbures on Frnnco.

ANNERE: Index des textes lERislatif
sur le rEgimc des mines et des hy­
drccArbures.

ALPRED SAUVY : La sibuation €cono-
mique.

DEUXIEME PARTE :
T RAVAI L

R. JAUSSAUD : L'accord Renault du
15 Septembre 1955.

ANNEXE: Accord des &tablissements
Renault du 15 Septembre 1955.

L situationه du march& et du trarail
agricole au cours de I'ann&8 1955 e
les migrations rurales.

Le r6gimo de 1a mise A' pied des d€-
legues du personnol. (Ar&t ds la

Cou± de Cassation (CH. Crim.) du
24 Mare 1955. avec 1o raoport .M عه
18 Conseiller Mauric Patinم 

,Jurieprudenca r&conto en matidre socأ -
l٠٠.٥pmpRRE LASSEGUR : La situation so-
«ialo.

TROISIEME PARTIE :
sECURmTE SOCIALE ET PRESTATTONS

FAMDLIALES
RATIER : Les conflits d'affiliation aurل. 

caisses d'assurance vieillasse des non
elariو& et leurs solutions.

DOMNNIGUE CECCADT : Donnؤes e-
sentiellas d'une r6forme des prestA­
tions familiales.

Notcs sur lo privilbge ce la scurit6 s0-
ciale.

Jurisprudence r&cente en matiere d٥ 86-
curit6 sociale.

Bibliographie.
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19eme Annee, N. 2 Paris - Fevrier 1956
A propos du controle des entreprises

natonalisees.
AللRED SAUVY. a ا situation eco-

nomique،
DEUXIEME PARTLE :

TRAVAIL
A. BARJOT. L'expErienee de cing

mois de mEdiation.
PIERRE FOURNIER. Le probleme des

2ones de Alaires.
Le' reparation du prEjudice de carriere

subi A la suite de l'&puration admi­
istrative par les agents des servicesد 
publics concEdes.

Jurisprudenca rEcente en mAtiEre s0-
eiale.

PIERRE LASSEGUE. La situation so-
ciale.

TROISLEME PARTIE
SECURITE SOCLALE ET PRESTATIONS

FAMILLALES
Bilan du systEme frangAis de sEcurit&

sociale.
L'apport u ة rEgime genEral de sEcurit6

sociale aux familles algEriennes.
J. RATTER. Les conflits d'affiliation

aux caisses d'assurance vieillesse des
non salariEs et leurs solutions.

Jurisprudence rcente en matiAre de ­& و
cuit€ sociale.

Document: La politique sociale des E­
tats-Unis (Extraits du message du
PrEsident Eisenhower au CongrEs des
Etats-Unis sur I'&tat de ['Union, 5
Janvier 1956).

Bibliographie.

ETUDES ET CONyONCTURE
11Eme Annee, No. 3

K. JANKELIOWTTCH. Les perspeeti-
ves &conomiques en France pour le
premier Semestre 1956 d'apres les
chefو d'Entreprises.

• GLLSON. Les investissements dans
es entreprises privEes de llndustrie et
du Commerce R&Alisations en 1955
et Perspectives pour 1956 d'aprEs une
enguEte auprEs des chefs d'entreprises.

Paris Mars 1956
Part des dEpenses d'armement et des ex­

portAtions dans la Croissance €cononi­
Gue des Etats-Unis.

H. GAYET. - Evolution YEcente de l'E­
conomie Canadienne.

CH. SEBASTIAN. Le problEme du lo-
-ement et l'Activit€ de Ln Construcم 

tion en Allemagne Occidentale depuis
1945.

JOURNAL DU DROIT INTERNATIONAL
82&me Annee, No. 4 Paris Octobre, Novembre, Decembre 1955

R. PRIEUR, La notion de concentra-
tion d'entreprises au sens ce l'article
66 du Traite instituant la Communau­
t€ BuropEeane du Charbon et de 'A­

.ierه 

L. A. RAVINOVITCH. Les traites do
Bonn et le problme des dommaees
'occupation.

JURISPRUDENCE.

THE JOURNAL OF INDUSTRIAL ECONOMICs
Vol. IV- N6. 1- Oxford - Cctober 1955

I. P. ANDREN. Monoply Investigation
end Methods for CaleulAting the Rate
of Return on CapitAl Employed.

-L. MELJ. Some Rundamental Prinل. 
ciples of General م Theory of Mana­
gement.

CLARENCE JUNG. Investment Deei-
sions And the Non-Linear Cycle.

MICHAEL BEESLEY. The Birth and
Death of Iadustrial Establishments:

Experience in the West Midlands Co­
nurbation.

DAVID GORDON TYNDLL. - Price Po­
licy in a Nationally ADministered L-
dustry an Alternative View,

J. A. P. TREASURE. Direct and Indi-
reet Exports.

C, ROBERTS. Labour Productivity and
Utilization in Cnpitalist and Co-opere­
tive Shop Trading.



ARTICLES PARUS DANS LES RBVUES

THE MDDDLE EAST JOURNAL
Vol. 9, No. 4 Washington Autumn 1955

137

SIR RUPERT ILAY. THe Impact oF the
Oil Industry on the Persian Gulf
Shaylrhdoms.

JOHN S. BADEAU. A Role in Search
of a Hero: A Brief Study of the Egypt­
ian Revolution.

HERBERT 1. LIEBESNY. Administra-
tion and Legal Development in Arabia:
Aden Colony and Protectorate.

DON PERETZ. Development of the
Jordan Valley Wsters.

SIMON D. MESSING. Changing Ethio-
pia.

Developments oF The Guarter: Comment
and CHronology.

Book Reviems.
Bibliography of Periodicl Literature.=
List of Periodicals Reviewed.'

7٥l. 10, N5. 1 Washington Winter 1956

MARVINE HOWE. The Birth of the
Moroccan Nation.

ROBERT ROSSOW, Jr. - THe Battle of
Azerbaijan, 1946.

HERBERT J LIEBESNY. - Administra­
tion and Legal Development in Arabia:
TH٨ Gulf Principalitios.

PETER G. FRANCK. Economic Prog-
ress in an Encircled Land.

Developnents on the @uarter: Comment
aNd Chronology.

DOCUMENTS.
Book Reviews.
Recent Publications and Forthcoming

Books.
Bibliography of Periodical Literature,
List of Periodicals Reviewed.
Readers' Commentary.

THE OUARTERIY yOURNAL OF ECONOMICS
V. LXX, No. 1- Cambridge, Massachusetts, - February 1956

PAUL A. SAMUELSON. Soeial IndiFe-
rence Curves.

ERVIN MILLER. Monetary Pohiey in
a changing World.

R. M. CYERT & JAMES G. MARCH.
Organizational Factors in the theory of
Oligopoly.

ROBERT SOLOW. A Contribution to
the theory of Economic Growth.

THEODORE 1EVITT. The Lonely
Crowd and the Economic Mnn.

HARVEY J. LEVIN. Standards o Wel-
faire in Economic 'Thought.

MURRAY. C. KEMP. Tariffs, Income
and Distribution.

E. LERDAU & J. ROWE.- Prices, Wages
and Industria] Productivity in Austra­
hia and Ner Zealan&'.

NOTES AND DISCUSSIONS:
BOISGUILBERT: A NEGLECTED

PRECURSOR OF AGGREGATE DEMAND
THEORISTS:

HAZEL VAN DYIE ROBERTS. Com-
mnent.

STEPHEN L. MCDONALD. Reply.
Recent Publications.

REVUE D'ECONOMIE POLITIOUE
66eme AnnEe, No. 1 .Paris ]anvier-Fevrier 1956

FARL BRANT. La stratEgie Econo-
miaue du dEveloppement agricole.

JEAN FOURASTIE. Essai sur la me-
sure des quAntitEs €conomiques.

M. BOITEUX. Comment calculer I'a-
mortissement.

CLAUDE PONSARD. Note sur Loseh
et 1'analyse de l'espAce Economique.

MONTJOLE. ,.Lnvestissement ب Epargne.
Production. Consommation,

ERIC BOVET. Une thErapeutique des
crisEs.

Pix de T'Association de Scienee Econo­
miaue .

Avis dc CongrEs.
Revue dos livres.
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REVUE ECONOMIOUE
V٥]. VIL, N. 1 - Pars- ]anvier 1956

JANE AUBERT-KRLER. Economie ب de
l'entreprise. Pratique des affaires ou
analyse theorique.

PAUL CHAMLEY. 'Th&orie economi-
que et principes de gestion des entre­
prises privEes.

P. W. S. ANDREWS. @uelques Limi-
tes &conomiques A la dimension et A
la croissance des entreprises indivi
duelles.

ROBERT GUIRENEUF. Remarques sur
1a gestion des stocks dans l'entrepri­
se.

JOEL DEAN. Comment fixer le prix
d'un nouveau produit?

CLAUDE PONSARD. Note sur la lo-
calisation de la firme.

PIERRE BLZE. Lnvestissements intel­
lectuels et expansion €conomique.

J. AUBERT - KRLER & M. M. DEGUET
BibLiographie d'€conomie de Tentre­
prise.

JEAN WELLER. Deux €tapes de po-
hitiaue €conomique internationale dans
les relations du "monde occidental,'

Notes bibliographiques.

REVUE HELLENIOUE DE DROIT INTERNATIONAL
8eme Annee, No. 1- Athenes ]anvier-Mars 1955

DDMITRI EVRIGENIS. @uelques obser-
vations sur le Droit comparE en tant
gue moyen d'&ducation juridique.

P. G. VALLINDAS. Autonomy of In-
ternational Uniform La٣.

APOSTOLOS BOURNIAS. ' Le gage
contractuel sAns dEplacement dans le
Droit hellEnique.

A. LIGEROPOULOS. Les clauses re-
latives A la monnaie de paiement et
les clauses d'&chelle mobile dans les
contrats (Droit hellEniaue).

G. MICHAELDDES-NOUAROS. - La
preuve de la paternit& et les progres
de la science (examen du sang etc.)

PAN. J. 2EPOS. - Transfert du risque
et de la propriet€ dans la vente de
chose de genre (Droit hellenique).

E. BANDERMACHER-GEROUSSIS.
Anerkennung und Vollstrekung aus-
landischer Entscheidungen uber die

Sorge der Person der Kinder und die
Unterhatspflicbt.

G. RAMMOS. Le r5le respectif du
uge et des parties dans l'allEgationز 

des faits et de l'importAnce du pro
cEs-verbal de l'Audience judiciaire.

CH, N. FRAGISTAS. De I'aetion » but
purement dEclaratif en cas de cr&an­
ces exigibles.

E. KYRIAKOPOULOS. De la sEpara-
tion des juridictions administratives et
des juridictions udiciaires ز (Particula­
rit€ du systeme pratiau€ en Grece)

PH, BEGLERIS. - De la sEparation des
-uز uridictions administratives et desز 

ridictions judfciaires (Partieularit& du
SystEme pratiqu6 en Grce).
AP. PAPALAMBROU. The "actes de
gouvernement' in Greek Law. .22

CHR. P. YOTIS. Les effets du proces
pEnal engage devant le Tribunal Civil.

REVUE INTERNATIONALE DU TRAVAIL
Vol. LXXII, No. 1- Geneve Janvier 1956

XAVIER LANNES. La mobilite in-
ternationale de la main-d'oeuvre en
Europe Occidentale: I

GUSTAV VLAHOW. Les programmes
de stagiaires ouviers et dinstructeurs
en Yougoslavie.

T. ٣. DJANG. L'aide la ة construc-
tion de logements ouvriers .Taiwan غ

RAPPORTS ET ENGUETES
L'&volution rEcente de 1'emploi et du

ch6mage dans le monde,
DAVID KRIVINE. L'emploi dans !'agri-

culture en IsraEl.
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