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1. Development and Znvironment Policies 88 United lations Tasks

For the largest part of world population Sccio=Economic Problem Number One
is to reduce the innuman poverty they are living in. The compiex of meagures
and activities needed 1n order to bring at least part »f a solution to this
problem is nowadays referred to as jevelopment policy. After World War II
the United Nations syetem of institutions has been built and extended, first

to overcorme some of tl. war damage, but increasingly directed at co—operation

between count ‘ies i1 order to further the development of the low-income countries.

The system consists o the central crganization, of a number of regional com--
missions and of a number of specialized organizations. Some of the latter
existed alrevdy, for instance the International Labour Organization, or have
been the ov.come of expansion of the field of activity of previously existing
organigetions. Others have been created, one after the other, after World
War II. An important role has been played by the International Bank for
Reconstruction and Development which has financed a large number of projects
and progranmes, increasingly in developing countries. In the sarly years of
its operation, the Bank's philosophy was influenced strongly by American views
on development. These implied that a division of taske had to ks seen between
the pudblic and the private sectors. The field ¢f action of the public sector
in development should be seen to provids the infrastructure, whereas manu-
facturing industry had to be operated in the private seotor and could be
expected tc come along more Or less automatically, once the infrastructure

was there, For devzloping countries this theory does not apply and it is not
neocessary to quote Eastern Burope as an illustration; Southern Europe, and in
particular Italy and Turkey, could be quoted aven more convincingly. Although
the World Bank has shown considerable flexibility in its policy and repeatedly
adapted its activities to newer views on both development and other types of
socio-economic policy, the example quoted of its eariy days seems to explain
why in the building-up of the United Nations syastem, UNIDO was rather a late~
comer, still underdeveloped with regard to its tasks, and hence in ite budget.

Neglecting this aspect for a while, we may say that the UN aystem now
oontains institutions dealing with all the components of a development policy
in the modern sense of that ooncept. On the one hand, furthering of material
production, such as agrioulture and industry, are basic preconditions for
dsvelopment, but increasingly, on the other hand, it has been understood that




a number of social aspects are of no less importanca, such as income
dietribution, heaith, and education. While in the early years of the
development debate the emphaais was often on the necessity to raise total
production, experience has shown that the distribution problem becomes more
serious during the early phases of development and needs special attention.
Not only is there a distribution problem within developing countries, but
aleo one among countries. At present both distributions are becoming mcre
unequal. In what follows we propose to discuss the caus:s and possible

remedies of this phenomenon.

Before doing Bo we must deal with the general framework ir which today
development policy has to be seen: a framework determined by the finite
dimensions of our globe and referred to as "limits to growth". While the
roots of the main problems covered by this phrase, pollution and exhaustion
of some natural resources, have been recognized quite some time ago, their
significance was not impressive to most cbservers until the last decade or
80. In momt industrial couniries a century aco some legislation was enacted
to protect the immediate environment of factories and in a number of countries -
developed as well as less developed - the dangers of deforestation and
erosion were known and action to reduce them had been taken. In the last
decads, however, economists became aware of some more ''cosia" of "progress"
and a sudden shock was produced by the Meadows couple and their collabora-
tora when they reported to the Club of Rome on the joint effects they
expected from unlimited growth of population and production {7]. Almost
simultaneously the Stockholm Conference of the United Nations in 1972, moved
by a similar corcern, but less intensively, resulted in the creation of the
United Nations Environmental Programme (UNEP), to be taken cart of by an
Assenbly, a Board and a Secretariat in Nairobi, headed by ¥r. M. Streng [13].

Since there may be incompatibilities betwcen the development and the
environmment policies any further specifioation of either of them must be
preceded by a tour d'horison attempting to evaluate the context of a general
framework within whioh both have to be carried out.



<. Lacunae in Our Knowiodge; Main Controversies

in o attempt to erduate the lanetvis preaant position the first
discovery we make is thot nany of our traditinpal certaintics have dis-
appeared. %We cannot g2 on ne 1f tuore as oo anfinite earth, atmosphere c.
ocean intc which we can dump cur wastos w ! from which we can extract our
raw materials nd frodstu{fs Rnowin - the we cannct 20 or does not imply,
however, that we lsou wnow when and whers to etop or to accelerate. Upon
ingpecting the Meadows pioncering exorcise we are confronted with a number
of cuestion marks, many of thom placed by industrious criticas, without,
however, ilsc answerin; the coiresponding questions. While we seem to know
more or l:3s how to clear *the known forms of pollution of land, rivers ana
the atmosphere, opininns on other poiuts widely diverge. Will nuclear
fusion be a reliable safe gource nf energy? One physicist has an answer
completely different from a colleaguc's. Will other mineral resources
become too expensive to extract them fifty or a hundred years from now or
never? Wide gaps separste various geologists. Can we stop world population
to grow to twice the prosent level or three, c¢r four times? Large differences
of opinion again exist bhetueen demogriphers, psycho.cgists, sociologists and
other experts. How many people can the earth fced? The ham question,
probebly. Here the gap between agronemists and a number of biologists is
not only large vwhen it comes to figures, but biologists have rcasons to deny
the possibility to decide on figures for ysars to come; they need to carry

out a tremend us programe of further research before they can give an answer.

Sinoe we have tc plan our policies, however, we will have to make some
reasonable guesses on the latter question, ns I propose to do in Section 4.
After our having done so, a few more questions will arise. The time may
come, in the next century, when we have tc ration some natural resources
between all users of the world. How much time of preparation will we need,
keeping in mind that it took fificen years to conclude the cocoa agreement?
Of course, in times of war we usually act more quickly, but what inter—
pretation do we have to give to "war", if the "war on poverty” which the
Second Development Decade wns believed to be has not so far impresssd

Amerioan, British or German sovernments in thc least?

) One ocoaclusion can be safely drawn. There is an urgent need of carrying
out a very large prc*rmme of scientific rescarch, by reprusentatives of all
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sciences and all countries invnlved. And this prcgramme may imply a
considerable reorientation of t'ie existing progrummss now c-rriad out.
This will require a degree of ce-~rdination by far 3urpassing past levels.
Already hundreds of initiatives have been taken and many are in execution,
not to epcak of the supply of co—crdin.tors, convinors of symposia, con-

ferences, action groups and so or - too many to quote here,

3. Some Examples of Solutions Scer.

The attitude some pecopic assume vis-d-viu & sCcne as just sketched isg
partly determinad by their knowledge and portly be "non—cognitive skills" -
to use a term favoured by zducationalists and psychclogists. People who
are vasily impressed by their own capebilities - I may be one - have already
given thu answers, Thus, one well-known futurlogist from the United 3tateg
has already rcassured us th:t the world vill smoothly move towards bliss,
to remain there. Citizens of developed countries will on time be saturated
and prefer leisure over more congumption. They will also prefer to have
smaller familics than so far. Even people from now developing countries
will go the same way, but 2 few decados later. Short-ges of exhaustibles
will be gradually compensated for by new inventions and the Forresters and
the Meadowses are just another few Malthuses.,

Somewhat similarly, but less scientific perhaps, since they are rulers
not scientists, some powerful rulers tell us not to worry about pollution,
exhaustion of energy, lack of food or the need for a population policy - if
only we change the social system; presumably following the invariable laws
of Marxiom-Leninism, although I am not sure whether to continue by wadding
further names and, if so, which.

Slightly less certain of themselves some more modest Western Europeans

are concerned, but more about the development problem of the poor countries
than about doomsday & la Meadows. They can be found in Sussex but also on the
continent. For safety's sake they are almo recommending caution on all fronts
mentioned in Section 2. The vresent writer's vision is not far from theirs,
as will be set out in Section 4.




4. A Workirg Hypotiecoia: 2 Imamework {or Pepulation nnd Consumption

.

Ir thio seotion Iom oceine ¢ roaoaal it o {auttiple) working hypotheais

in the Irre ool o frunevers of come of tin oril.ry deterninents of a combined
aevalapmert rmd cnviromnent puliy Uor the sxerld ot lurm. Ry a multiple

hypothzgsis I mear a art of Lypolaeses or o multi-dimensional hypothesis

™r recsons  arithmetical conveniercs 1 rrapese to consider the
period 1570-2012. For 1470 Jierld Bank 1 maves ae wiilable for all countries
of the werld. The lenc<th of ta: pericl offers conveniences of arithmetic,

1

but should not, of ecnurse, » token too literally.

The most vital dimension - litorilly :nd abstractly - is that of
population development. “lith the dangers threatening mankind and in view

of it3 3ignificance in other reapects. -« decelerction of population growth

scems to have 2 hish priority. Jven far those coatinents where this pro--
position still mects with doubts the proposition is valid that their develop-
mant will be furthered by such a deceliration. Making a distinction between
developed ana developing - ~r, for brevity's sake, between rich and poor -
countries, a2 stroager deeccleration for the rich thon for the poor countries
makes sense: the usge of scarce n:itional resources per capita being much
higher ir rich thon in pour countries. To fix the ideas, I submit that by
2012 the totnl populcticn of the rickh countries will have to be returned to
its figure of 197C, For the poor countries tnken topether I assume that by
2012 zero growth of populztion must have been attained, As an average rate
of growth for the total »of those countries over the period considered 1 propose
a firure of 1.5 ver cent per annum, reflecting the feature that in the be-

ginning the fall in growth will not yct materialize.

The other dimension of our framework concerns total incume measured in
the ouying power of 1970 US dollzrs. Jor it I 2asume that the average rate

of growth of income per c pita of all rich countrics together must be

~radually reduced, so 28 to stop nt 2 rcasonable level of income; again, to
fix the ideas, I think of an average srowth rate for 211 developed countries
over the whole period of 1.7 per cent per annum, sinco that amounts o about
one half of the present rate of growth. For the developing countries, however,

I submit that we have to plan for an accelerated growth of consumption per

oapita and I propose 5 per cent per annum 28 an average for all countries
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and the wholc period. This implies doubling of per capita income every
fourteen years :.nid hence cight times tie 197C fijure around 2012. It is
this aseumption, by the w.y, which makes it preforeble to consider a pcriod
of 42 years for this oxercise of "indicative mecro—planning”, as the werking

hypothesis mey alsc be called.

The seoming contradiction botw:on the rrowth 2=gumptions for rich and
poor countries is in fact quite natural: it implics that there ic a bottom
~ not yet reached by at least - billion people - to o human life in dignity,
but also a ceiling of satur~ntion of what makes for o decent life: 1noreover,
a8 already s~id, the citizens of the rich world use so much more natural
rescurocs than those of the poor countries, thnt the necessary caution
about exhausting these rcsources nust be shown first of all by the former
group of citizens.

The multi~dimensional working hypothesis just set out works out as
indicated in Table 1I.

Table I. :
Populution (in millions), Income per Capita (1570 § purch sing power )
and Total Income (in billions of $) for Developed (D) ant Developing(U)

Cogntries and Totals (T), 1970 ~nd 2012

Population Income per Capita (8) Total Income (bln §)
Year D U T D U D U T
1970 1089 2588 6T7 3700 320 4030 830 4860
2012 1089 4835 5924 7400 2560 8060 12400 20460

S A e e A B Le & b e emmia cim wm o 4 oa ans et s mntan m—m——— e s & o

As already mentiored the basis of the {igures in Table I ig a World
Bank publication [5] giving figures on incomes converted into 1970 US dolliars
using official exchange rates. These have been transformed in the way sug-
gested by Balassa [2] as an amendment on an earlier suggestion by David [3].
This transformation has only been used for the developed countries, sinoce
for the developing countries it would supply income figures of several
hundreds of dollars per capita even if the figure based on the official
exchange rate would have been gero, whioh does nct seem acceptable, Balassa's
line has been prolonged by a ourve passing through the origin of the graph




showirn,~ wlussats corrected 1ncome {1 ures a6 4 function of the dorld Bank
fijures. i..ls curve is of course som:what arbitrary, but the manoeuvring
margir. 1s not e 1t does iead to o multiplication by 1.t of the lowest
World Tmink fi mres. Delow T -~ome bac. te this question with an altcrnative
derived from “n as ~»t unppuplish-d repert by Kravig on the comparison of

real incomes wmong o4 nwaber of rountries

1. order te i1llustrite siat the worxing hypothesis implies for vorld
income distribution w- any ~asume for ~ while that the assumptions made for
211 rich and for 1ll pear countries alsc apply to the richest and the poorest
tern nar -ent respectively  of the world's countries {(measured in terms of
their populatlons). Ir 7.ct we aibmit that the richest ten per cent should
even grow somewhat less than .1l jeveloped ond the poorest ten per cent some-
what more than 7.1 v lopin;s countries: thercfore this next exercise for
the year 2012 overectim tes the incomes of the richeat and underestimates
thoge of the poorest ten s¢r rent, by an amount nct yet specified by more
precise proposals. The ratic of oer rapita incomes between the upper and
the lower ter. mer cent of countries amounted to 32 in 1970 and would have
been reduced to below # in the yeur 2012. In these fipures no correction
has been made for the effects of pollutien, und other "costs of progress"
as analyzed by llordhaus and Tobin {9]; their figures suggest that incomes
of rich countries overestimate “'net beneficial income' by about one quarter
of the conventional firures (if the overestimation were negligeable in 1529);
this correctinn would reduce the figures to 24 and less than 6. In addition,
unpublished results of rescarch by Kravis show that +he buying power correction
applied in Table I to low inccme countries has becen too low and that better
figures seem to be almost twice thc ones used (where the officially converted
dollar figures had been multiplied by 1.6 for these countries). Finally
we already stated that the figure is an overestimation. Altogether, the
ratio for 2012 might then be about 2 to 3.

5. A Common-Sense Defence of Our Working Hypothesis

At first sight, the working hypothesis or framework set out in Section 4
will look very unrealistic to many experts on development co-operation. All
four basic assumptions can be easily criticized. Population projections now

adhered to show considerebly higher figures for both main groups of ocountries.




Economic growth of the devaloped countrics is usually estim.ted to slow
down less than we assumeil, and cconomic growth of develeping countries to

accelerate legas than we sugoested.

The main defence to be attempte i in this section is that most ¢f our
usual figurcs are noeglacting twe challenges which ire much more gerious than
the traditional conplex of discinlines (ec"onmioai technolegy, eology and
agronomy with = bit of sociology) scems to belicve, These two challenges
are the velfare gap between rich nd pocr countries and the challenge of

the limitations on the biosphere.

The way in which our working hypothesis attempts to take into account
these two challenges is the following. First, 1 believe that withir forty
years the world community must be 8oc1elly integrated to about the same
extent as some of to-days national political urits. I am thinking of
countries such as the United 3tates Prance or the German Federal Republic.
When we calculate the regionil difforences betwoen the richest and the poorest,
taking again ten per cent of the population of American States, French
regions and German "Linder" we find ratios of 1.5, 1.7 and 1.5 [10],

Secondly, the food requirements cround 2012 for the populations in our
framework can be estimated on the basis of our knowiedge of the income
elasticity of demand for food and amount to about three times the 1970 agri-
cultural world production. This equivalent to an average annual rise in
agricultural production of slightly less than 3 per cent, as compared with
the average rate of growth arrived at in the FA) World Indicative Plan for
1965-1985, and somewhat higher 8till than the cctual performance of agri-
culture ovar the last decade. From discussions with a number of biologists
I am left with the imprecsion that this is hardly 2cceptable to them - Just
as my populntion and developmeni assumptions are hardly acceptable to the
traditional group of disciplines.

A final element of dofence of our working hypothesie that restriction
of population growth is among the most impcrtant ways to exercige power open
to the masses of the poor population. By making unskilled labour scarce they
improve their bargaining power pogition more than in any other way .

Part of the assumed farther develupment of the "rich" countries among
which is also a oountry such as Italy, or Great Britain, is needed in order




to attain o leoss unequrl income distributien Which 1s virtually the only
wiy for those communitics to survive. The same applies in a much stronger
woy te tho intornal incond iistribut irn of thae pocr countries  but that is

refleocted i the -routh rat.s sugroted tor th.oue countrice.

This stite of  Of.irs with ~omed to cur working hypothesis is whit
1 rall rommor Sonse e oppoesed fa acieatific necurtey. It 13 one of the
few altopn tiv. that ve L 't if o try to drntrilate all the presgsules wWe

ape st out to mer. or loss harmsoniously.

It is the ossence of - working hrpothesis thut it be tested, This is

the challenge this ossuy trics to bring te the profeseicns involved.

Perhaps an ~lternitive common-sense appreech is that the world will
not survive the chollenger. The main reason why I do not deal with it is
that it needs no further analysis. It is bound tc be an improductive way

of thinking; ours has n slight chance not to be.

€. Two Main 3ets of Means to Apply, I. Financial

The working hypothcsis can be scen ~lso, as already observed, as the
get of aims of world socio—cconomie (development cum environment) policies.
Our next asubject thercfore must be to indicate the main sets of instrumente
conducive to thesc aims. In this and the next section I propose to discuss
the means of an international character necded. In Sections 8 and 9 T will
take up some means to be upplied inside countries in order to reduce

inequality

In 1970 tho Strotegy for the Second Develoment Decade 1971-198. has
been unanimously ~cccpted by the U N. General ‘issembly. Among the inter-
national means the recommended financial transfers of 1 per cent of ONP of
the devoloped countries, of which O.7 per cent official development assistance,
played the main part. The developed partner countries howve chosen not to
carry out their part of the common policy. As n consequence we can only
recommend that the developing world use what power they have to apply other
means. Part of their limited power is their supply of some natural rgsources
which will be increasingly scarce. We witncss the cpplication of this means
in the form of higher oil prices., They will be followed by gimilar attempts
to raise the prices of copper, bauxite and phosphates; and there may be a few
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more commodities. Also, as already obsryed, f2raly plonning should be

8g¢en a8 n menng to nxort power, ocopacizlly in opdor te inprove the bargrining
power of unskilled workurs. For the tinme being th riss 1n oi) pricis snly
constitutcs n solution for a sm~ll part of the drreloping world, with some

of the higher procucds ir the hands of 4 fow Wreniy rich persong, It is

too carly to Judge whether 111 theso Prococds will be uscd for the davelop—
ment of nther devaloping countries which to oopgin with, 1re in mcre troubl.
than ever. put negetintions with oil producing countrics in srdor to ~btain

their co-operation rp- under way

Anothor part of the limited power rf deviloping countrics nay perh-ps
be used te further, through the United N-tions, the institution nf t wo
transnctional bodicg meant to merve interests not only of tha developing but
also of sections of the developed countries! public opinion. T[his is som. ..
what more long-run policy, subjoct t¢ many hagirds, but egsentinl for world
welfarc,

One transnational body is neided to co-ordinate the use of the oceans
and night be called an ocean authority. 1ts tisks should be (1) to prevent
further pollutinn of the oceans: ""1) to nrevent overfishing; (iii) to license
the exploration and exploitation of tho oceing! minaral regources, both in
the field of oil and 38 ~nd in that of nodules containing mangonese -nd
nickel ore, The subject is topical since th. pousible foundations will bo
discussced ~t the forthcoming 1975 sonfercnce on the law of the seas (14].
Among the seven proposals available at th: moment of writing mor: than one
have been formulated by developing countries in mutual co—operation. The
feature of the new bod, *o be created that is of immediate rolevance to our
present subject is that tho Authority should be entitled to collect its own
financial means from its liccnsing activity and that part of these means
oould be made availalle for development purposcs. Since the pollution of the
oceans is alarmmingly increasing, support from number of developed countries
might be forthcoming and the power of the developing countrics in this matter
could be the power of sound arguments: the "power of the mind™.

Another transnational body is nceded to take care of an orderly -nd
equitable co~operation between multirnational enterpriscs and governments,
especially but not only, govermments of developing countries. Multinational




enterprises .re another exanple of te cificient cnd forunrd-looking attitude
nf btusinoss |, Wit s Coalead of public cutnorities.  [Mieir activitios are
of course iirected at oaking profits but they hove contributed to the creastion
of amnloyiernt in Ducr rountries ol to tae troonster ~f wnownow., 1t ig true

thvt governments of devoloping countiies, 1. thelr bereaining with such

~nterprises, often re tiw wweaker pirty, gpeciilly because of the luck of
expertise o tho ~mottors involwed tuu vhey are nevepeion nd hove often

shown this by umposin~ cenditione rnothe enterprises concerned which reflect

the stron th ot soaveroionty A mere eciilitrited position may be arrived nt j
if the countervailin: mubiic power — whion G0y c1tizens in developed countrics
also wnt to ©: present - were orjwnized in n internationnl {ramework in

which also trade unions nd consumer interests vere represented. Juch an
authority should alwo be entitled to collect taxes from multinational enter-
prises, avoiding double t:x:ition, however, oane sart of th:se tax proceeds

mizht constitute another independent source of finance for development pur-

poses.

of Labour in the Ficid of Industry
As announced, a second important means of executing world development
policies is to be found in trade policy, with as its basis a new division

of labour between the world's countries, particularly in the field of manu-

facturing industry. Indeed, cnotier part of the limited power of developing
countries consists of their capability to produce at very low prices a

nunber of labour—intensive iadustrial products. Their exports of theee pro-
ducts have risen by 20 per cent per annum during the period 1360-1970 Lé6].
Génerally speaking, agriculiural production is to a large extent determined
by climate and type of scil of countries and their geographical parts, whereas
for industrial products a much higher mobility of location prevails. Many

industriee are in that sense 'footloose".

The fact just stated thot exports of labour~intensive industrial products
of developing countries have developed so rapidly illustrates the possibility
of & new pattern of international) division of labour, and the theory of

international trade as well as practice have shown that the resulting trade

can be "to the mutual advantage of the trade partners". In .ther words, the
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pour countries' income can rige substantinlly 1f tiade ir nunufreturcse he
developed, implying that iadustri (1 production incr-:ses.  The deceloration
in growth of developed countries wnd the weeeliration of rowth of developing
countries, proposed in our working lypothesia, nluo implic tnnt the ghare

of total industrial production in its world tctal Will increase | in controe
distinction of its stagnancy durir,; the last decade.  There is no need for
concern -~ in the longer run - for Lhe rick countri g, sinc gervices will

be demanded at a higher level as per capita income ricas

A well-known pre—condition for wttuining the fall results of the new
division of labour 4mong countries, :nd hence the m ximum incr2age in employ-
ment and income, is the bsence of obstacles to trade, except as a tomporary

means to overcome initial difficulties . nd disruptions Ly sudden changes.

The quantitative role industrialization in the development process asg
suggestaed by the Framework miy be illustrated by two fi;ures derived from
it. In the 42 yeoars considered the growth rats of non--wgricultural consumption
of the poor countrics will have to be ovor vight per cent per annwn; and the
portion of thig consumption in poor countries will rise from its present 10
to 57 per cent of world totals.

The types of industries which arc the most aporopriate for the poor
countries to develop depend on their comporative advantages. For the first
decade these will doubtless consigt of the abundance of cheap unskilled
labour and some natural rcsources. By and large thercfrre comparative
advantages will be found in industrics using these factors. Cases of doubt
may arise where the extraction and initial processing of tne country's
natural resources require capital-intensive methods of production. Other
factors of importance will be the level of sophistication of industries;
generally speaking in the early phascs the less sophisticated processes must
be preferred; this means the use of less human capital [4] per w it of product.

Comparative advantages will change over time and the most spectacular
example of a quick change in this respect has been Japan. This example is
not representative, however, and since the developed countries will continue
to grow to some extent, the speed of change in comparative advantages should
not be exaggerated - éven more so if our framework would appear to be too
ambitious and would require a longer period of transition from the present
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gituation. 1In principl., dynamic comprative advontages indiciite that over
time come ondowments o) individu:l countrics will change ~nd hence the mnst
competitive industrics. Seientific infarmation +nd analysis on the main
trends in these changes 10 endownents will be a useful piece of information
to both movernments wnd indvstrialists. In this ficld there 18 W1 important
task for the United Lntions and it stonds t- reason that UNIDO 18 the

org~nization in whese ficld this piece of information ond research belongs.

The change in world industricl structure noeded will, if e~rried out,
improve the posgibilitius of ~renting, in th2 ¢ ming decade Jr 80, congiderabliy
more employment in developing courtrics. This will be contribution to both
~ higsher rational income and a less unequal income distribution, since un-
employed don't ~dd t> prouduction and 1in poor countrics, don't receive an
income. Fecr the exccution of this policy tha agpect of marketing should not
be overlooked. Mahfuzur Rahnan (€] hna made 2 point where he shows that
there is 12 high correlation between the volume of exports of developing
countrics and the nucber of tradc flows which exists bhctween the country

considered and iis trade p.rtners.

In developed countries there ig considerable concern over +  recon-
version of their own siructure whicih n alimination of trad  barriers will
entail. No doubt thc transition of workers ~nd employ:rs to other, more
competitive, ovranches of industry must be facilitated by current information
on the situation znd by subsidies to transition for both retraining and
moving geographically, but some initiatives of employers must also be required.
cages of successful reorientation are there to show the possibility: for
instance a switch from textiles to textile machines or from coal mining to
chemical industry. In a general way i° can be stated that the reconversion
procest of the American economy from war to peace production after World

Wer II went much more smootkly than some had feared [8].

Tha nature of the reconversion process may be clarified by indioating
the steps involved. Opening & musket in 2 developed country for produots
of a developing country will (a) reduce employment in the industry whose
products are imported in large quantities; (b) reduce the prices of these
products by the reduction in import duties and possibly by a lower oost of
production; (o) create now demand ty the developing oountry for, for instanoe,

machines and new demand by the developed country as o oonsequonce of the




price fall; (dy ince oo ctprog. 0w VT e SR RS o
increass will posnibly 111 ~hrrt of thv T duetion wonti ned undor (:); if
so, the gradunl roedu Tion U «oTKIng Loare CLL Wb L abd e e wan perlod of
industrializa.ion m~y help to ootve %0 proablan it oot b ocdeed skt b
new employment cr>:ted uauwer (d) ils » oar Ve s W indastoics and Lot
finally, a reduction in e ranbes of Cardier etteas Loy Jo M pa. s b tae
solution; this lattor on the conaition. houerr o Coocountey 0T oortitin

of these workers recoir:g .orTo Tinatic .. 67 L. Th

3  Income Distiibutior within jich Lonrtru:s

The policies supgested mat be Ccoawnita by A Laether roduction in
income differences witnin all coun‘rien. Tn 1.3 cration LoSrooune Lo o dirs oo
the possibilitiecs withi: devilonsd corairiee.. noa sz .en of rtodies undes -
taken recently the eifect o) 3cue nows s cerar it te wroh o cauctien
bean estimated. They can beot e cane rieed by mecvr ~olievaotion be Ty
primary incomes (received for yrecdactis pasvoo s ocn as thr cupaly of
labour or capital) anc incomcs o icr corploue  ittroavilon fihat e, b
taxes have been paid and rading .1 vasues of B IVICES rocatyed from the
government, to the ex.ont nat these . lues sursess ohe prices paid for thomo.
Primary incomes can be s~on ;'Ls apices for rroductive =2oviccs wno these it

N

will be high for seorvices of reat ceesalcy oot Tow {ovm omor ic s aburdan Ly
b]

[
L

available., FPrimary incomes cii be mad> e uacg b My aaniny wein scored
of highly paid and abundance ol badly naid gervices, Trece nain bac  prout
phenomen.. ara influencing relalive gearcities of wroduciion factors, namels
technological development, ciwing erd cXpans -m A L rae0rin e and traininge o
far, technological changer have serdcd %0 rois deaan’ {or highly sualified
labour and for capital, whereas saving .nd tho capansian of cducation have
tended tc raise the supply of ihesc factors, boeh timee relasively to lese
qualified labour. Thus, we arc faced with & wacc Letweer technolojsical develc »-
ment and the ccunteracting pheromena. In ihe average, ovex the last cerooury,
the latter phenomena have "won the baitl:", whicn resulted in a reduction of
the share a wnit of capital or a highly qualif.cd individual receivad of total
national product. Put diffcrently, intcrest rotes ( corrested for inflation)
and salaries of professionals have fallen in comparison to wages of unskilled

workers. PFor interost rates this is well imown. For exlarics Uliman (2]




estimates th.t the ratio betw en jqualified and 1238 qu.lified labour which
W3 Su5 1r 1300 wasuntoi to 1.0 arn the prriod 1540=1163. For tae ' -therlands

the ratic A7 incowe of o udonaclly troined to ctrner lobour wis around 7.8

in the moriod 1900-130 nd fell to obouv 4.5 1n 1960=1970 11 .

Incom's after redisiridbution have becors l..s uncqual to an overn higher
qround 1770C thers wi hardly wy redistribation. Around 1960 in the
wont te the lowest wog

dogr v
Lotherlongs tas ratie of incone of the high:st 20 1
10 befor taX ~=nd ¢ to 7 aft: rodistribution  for houscholde for consuning

nersons it war 3.2 before e 7.d After redictributier, a fall by cne third.

Anoth:r measur~ of inequ: lity »tton used, the raconlled Lorenz cocfficient,
for Gre~t Aritain around 19¢C ~mount.l to (.32 for primary incomes 2nd to
(o225 for incomes after redistrioation.

Forecasts for the ~cming one ~r two decades fer the US4 and Holland led
me tc a further reductinn ~round 1990, by cne-third in th. ratio of academically
tpaincd labour in rolation tn othor for toth countrizs (11]. By the addition
of some further mezsurc?, such 18 an 1ncreass in c.tate duties or the limitation
of income from orterprise board menbership, further results can be obtained.
This would bring us close to what I triec to .dcrine as an qquitavle income
distribution: discussion o1 this consupt in this ocntext would .cad us too

far afield, however.

9. Income Distribution within Poor Countrics

Income distribution within poor ~ountries is less casy to ascortain than
income distribution within rich countries. To a large extont this is due to
their different strusture, close to feudal in rural areas and comparable to
the situction one or twc centuries ago of rich countries in urban areas.
Important progress ir our undorstanding of the factors behind income distribution
in poor countries has been made by Profcesor Irma Adelman (1], but our quanti-
tative knowledge of the impact of the relevint factors is alight. Some measurcs
can be suggested on the basis of Mrs, Adelman's findings, but it would recuire
further research to estimate the size of their impact. Both time series for
now developed countrics and cross section comparisons among countries of
different stages of d:velopment show that with the policies followed so far in
the early stages devclopment entails an increase of inequality followed, in the




-17 -

later stages, by a decrcsse g discuczed in the provieus sooticn.  Thig
sequence of cvente in not neceogsarily the only porsicls ence W clpcay 3.0
thnt the observed long-ter: decr .se 1in ncgunlity o -pends on hiee Proace®
between two counteracting influcne s, Det2aal-d figur o siow arvi.tiens ror
the goncral pattern.  The same may pply to 1cvelepins countric wnd now
policica may be found wiichk mizht veduce at w  wrli v st of oy loprant
the incqurlity thiat woula hov: prevailed witnout them. & coaon foture to
Mrs., Adelman's and my findings is the import ree <[ duceticr. ' “rrive -t
leas inequility. Othi:r au cegtions to be o rived (rom 'rs. ioeliain's stuwli s
are that tcoo intensive vxpleitation of natursl vesourc.; only =nd too ir.um'wﬂ
usc of capitzl a - moking for ineoruality -ni siould oo kept witnin lisats,
Also the develepment of small farns = prosuppesing 2 land refrrr = will cen
tribute to less inequality. Finally, measures to iner wse politic-l
participation may loead te an imorovement in the distributinsn ot income,

¢cspecinlly for the middl sroups |1, p.186/1 7].

10« Summary and Conclusiong

Co~onperation within the Unitea Nations frarmowerk on motters of
industrialization is still relatively underdeveloped since initially
industrializotion was socn a8 a concern for the privite sccter .nd hardly

for governments. This view is outmoded

Industrialigation =1lso rcquires world-wide co-—cperation, which hag te
be placed in the framework of development a3 well os environment policies.
As for the latter importunt lacunae in our knowledge ovist and for the time
being only an intuitive (pre--scicntific) vicw can be proscnted.  The author
submits a frame of population and production targets for the next forty years
for both developed and developing countries and believes this to ve equilibroted
with regard to the strong tensionas betwcon the necessity for the poor masscs
to improve their position and for the world at large to romain within the
constraints of food and other shortages. Somc figures c:n be found in Table

I, with some posaible corrcctions following that Table.

The means to be applied for development purposes ave, among others,
financial transfers and more trade in industrial products. In thc absence

of transfers by individucl rich ocountries alternative finance may be derived




from an Oconan dudherity e frow nooutacriiy rogulatug the co=opuration

betw on multin- tionnl ontoeoris o, governnentis, trade unions nnd consume?d
unions. As for trade, tae devoleopiny countri.s' power 18 embodicd in their
row mat. ri.l supplies :nd thnoir supply of | shour—intensive  less sophisticatod
products, Inride countri s incom {istrisuticn koo te be mnde loss unequnl

by 2 reducticr of th: supply of anskilled lnbour, to bu rttained by mere ~nd

better cducation ~g .oll s by Janily plonning.
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