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Abstracp o o
o Each of uggis_solitapyt Egch“of_us dies alone.
That is a fate against whigh we cannot struggle, but
there is plenty in our condition which is not fate, and
against which we are less than human unless we do struggle.
The people in the industrialized countries are
getting richer, and those in the non-industrialized
countries are at best standing still: the gap is widening
every day. Industrialization is the -only hope of the
poor. Health, food, education; nothing but industriali-
zation could have made them available to the very poor.
Economists are inclined to be impatient in
attempting to ameliorate this social condition; and are
inclined to think that it should be done. The lessons
which thehprgsent underdgveloped countries can learn may
lie as muqh‘in the past as in the contemporary history
of their deyeloped fqrerggners. ) » _ '
Such_commqn problems as cap;tal aqcumulation!
economic diversification, balance of payments, technolp;
gical development, population, labour, employment, land
distribution, colonialism, dualism or plurglism, political
affairs and social ideology are of importance. However,
what are absolutely necessary are/syspematic comparisons
of the processes of economic growth and of the economic

structures of different countries by linking non-economic
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factors to the structure of modern economics.' Thereby it
willhbe_pocsible to clarifyAthe_character of che process
of economic»gfowth gnd to disclose the relative importance
of the various factors. |

o Without ovcr;simplificacion, dynamic theory can
be divided into two catcgories; economic dynamic approach
and sociological institutional approach. No ™dynamics of
world economic development" is as simple as to be fully
explained by one of these appfoaches.

As a result of the inevitable process being a
synthetic theory from different cp@n;ons fcugdeducn
different bases, the theory of Profescor‘wa;t Whitman
Rostow must be consiqered. It seems that his theory isu
cogent, and successful in establishing a sequence of cause
and effect in the field of economic growth.

@ matter of factual history observed in the
light of econcmics is_fully digcgsced bywusing i}lqgt;w
raticnsvof_s}xteen ccugtrieguin the_wcrld. Tpc process.
of economic dcyelcpment is gscertgincd; Thc“dynamécs of
Professor Rostow indicates the ways of mollifying the
dangcrogs characteristics of the Union of Soviet Socialist
Republics, of coping with theAvast number of underdeve-
lopcd’countr;es,‘cnd~Qf.claréfyipg.tpc_meaninglessness of
Marxism. Here, our social hope can find the basis on

which policies should be dependent.
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The prick of getting rich is no secret and the

world cannot survive half rich and half poor.
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CHAPTER I.

INTRODUCTION. -
;--Purpose of the.-Study
-~-=Method of Treatment

"There is no way of studying social reality
other than from_thg viewpqin;~of human ideals.
A 'd;sintgrestgd social science' has never
existed and,‘for logical reasons, cannot
exist. - The value;coggota;ion of our main

- concepts represents our interest in a matter,
gives direction to our thoughts and signifi-
cance to our inferences."

-~--Cunnar Myrdal
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I. Introduction o )
~---Purpose of thef§tq§y
--;Method of Treatment - o o

o ;AFor better or for worse, recent developmegte -
of economic gyowtb pheogy;have pegdedﬁpoushift_Qigcgseion
of "dynamics of world economic development" from broad
deliberation by social scientists to the specific assess-
ments by practical tecbnicianei o o

. There are five reasons why this thesis is to

be written: _ 7
First: systematic comparison of the course of economic
growth and of the economic structure of different.
couptries ap_varyipg stages ef pheir development is ‘
needed to understand the process of economic growth and
to assess the“impqrtance of the féctors which accelerate
or retard economic growth. = o
Second: there is a pronounced dearth of systematic
thorqugh'studies_of comparative economic growth_and
structure, although a~large amount of work has been‘and
is being done by individual.scholars, by research insti;
tupions,mand py_gqyernments.. o
Third: it is necessary to_have_an effort to l@ng*pgqe
economic factors to tbe“structure of modern‘economics,
and; primarily, the ecgnomic aspects of economic

growth and structure and the effects of noneconomic
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factors on ecogpmiq_li§e mgst be considered. _
Fourth: the main contribution which economists seem to
be able to make is to clarify the character of the
process of economic growth and to lay bare the relative
importance of the various factors which agceleratg or
retardﬂit,-because the areas most important for under-
stan@ing the process of economic growth and.differences
in economic features among countries are likely to_be
those that are most significant from the point of view
of economicmpo;icy. ‘ . o
Fifth: the main lessons which the underdevelgped.countries
of today can learn from the more deve;oped-cbuntries may
lie as much in the early as in the contemporary history
of forerunners. |

~ Starting with the consideration of the problems
of "dynamic" theory, it bgcgmes‘clgaywtpap there have
been two approaches to "world economic development."
‘However; neither the economic dynamic approach nor the
sociologicalAinstitutional §ppr9gchLis‘mo?g cogent than
the theory of Professor Walt Whitman Rostow. |

"What‘oft;was thoughté
| but ne'er so well expressed." -

‘ In Chapter'II, the main trend of dynamic theory

is’traced tp_t@pqw a new light on Professor Rostow's_theory.

Having established a historical background, a striking
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characteristic of ;he new theory might be understood from
a deeper perspective. ' i o o

e The theoretical basis of Professor Rostow's
interpretation is aaalysedeinAChapter III Which‘?°n§is?s]
of three sectionsi i@eological,‘pheoretical and practical.

"No more calamitous notion
than that abstract economics
. was economics proper. _

- A matter of factual history seen in the light
of economics is fully discussed. Althoogh:many economiets
have felt dissatisfied with the deductive basis of dynamics,
serious attempts to get to grips with the facte‘of .
world economic geveiopment have(seldomobeea.successful._w
What must be done is to establish.a ‘sequence of cause and
effect in the field of economic growth. 3

) Chapter IV is devoted to the application of
?rofeesor“Rostow'e dynamics. In- 1960 every educated,
decent, intelligent son of Weeternvciviiizationois facing
three massive p;oblems; the Union of Soviet Sociaiist
Republics, the underdeveloped countries and Marxism. Not

only to save the world, but also to save our own souls, -.
we desperately need theoreticians based on facts, planners
based on‘theories; and fighters based on policies, who
would take upon themselves important social functions

in democracy.
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 -- Practically, the world is ruled by the ideas
of economists. : _ - »
"The promotion of knowledge is
the most powerful policy."
‘ Here, I would like to get the facts straight
and think things out stringently to make known a new

dynamics of world economic development.



CHAPTER IT.

EMERGENCE OF "DYNAMIC" THEORY --
1, Tdentification of Problems.
2. Dynamics -in Econemic Theory | |
3. Institutionalism and Sociological Considerations

L, Professor Rostow's Formulation of Coenclusions
from the above

"Our trouble is not ignorance. It is just
- - that we know so many things that are not

true." .

---Josh Billings



o1
IT1. Emergenge"ef "Dynamic™ Theory - - o

_ Making a systematic firsthagd survey of "dynamic"
theory requires a great deal of work'because as one of the
growing theories,_dynemic theorgﬂeonsiegs of an. enormous.
nugbep of arguments among Americag:British4ecogomisteuend-
Continenpalmeconomiets, Harvérd.School end Chicago School,
.and economists who belong to international o;ganizetipqs'
such as the United Nations, and,free_lancers. As a matter
of fact, it is a~m§1ée ipvoly}pg hqndgeds of theorists.
and practical men. I would like to egmmarize the discuss-
ions eoncerning dynamic tpeorynto,dedgce_e striking

characteristic of Professor Rostow's theory.1

1. Identification of Problems

After World War II, the American positlon in the
world economy hadﬁdrawn greatA;nte;eet.frog_econqmlsts. _
In 1947, the‘Qounciluon Foreign Economic Relations:end‘the
Twentieth Century Fund elaborated a study of America's
role in foreign trade and investment. Norman S, Buchanan
of the University of California and Friedrich A. Lutz of
Princeton'Universitynpublished "Rebuilding the. World

Economy."?u The Council on Foreign Economlc Relatlons was

I This is not a comprehens1ve survey of dynamic theory.
What I will do here is to trace the’ main trend of the
theory ‘and throw a new light on Professor Rostow's.theory.

2. Norman S, Buchanan & Friedrich A. Iutz, Rebuilding

the World Economy; America's Role in- Foreign Trade and
Investment New York, Twentieth Century Fund, 1947.
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organized-by seven members, including Winfie}d"W, Fiefler
of Princeton University as the.chairman, Wigfield,WT-Biéwell
of the Council on Foreign Relations, and.Paul G. Hoffman
who was -the president of_thg Studebake:ngrpqrapien»gs“wgll
as the chairman»of the Committee for‘ggonomic Development.

- The.main_purposerf the Council was to ?ecgnsider
American foreign econqm;c policy. Finally, they“brought
forward a recommendation on multilateral trade and re;
construction of the world»economy.with special,emphasis
on elimination of. international economic;unbaquce by
international capipal movement. Also, in conpectign wj.th
the strong influence of changes in the American domestic
economy on the world economy, they advocated. some domestic
economic policies, such as the establishment of a buffer
stock system with respect to raw materials which could be
reserved, and the abolition of tariff barriers to increase
imports. N - o )

- Afterwards, Norman S. Buchanan wrote a book,
"Approaches to Economic Deyglopment“rwith Howard S. Ellis
of Harvard University.3 Thus he contributed a great deal
to the pioneering field of dynamic. theory. Hisiapproach;
was very practical and political, because of his previous

career in. journallsm.@nn‘>,..4.,

3. Norman. S. Buchanan & Howard S, E Ellis, Approaches to -
Economic Development, New York, Twentieth Century Fund, 1955.

I, Kiyoshi Matsui, Koshinkoku Kaihatsu Riron no Kenkyu,
Tokyo, Yuhikaku, 1958, pPpP. 32-55.
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- Previously in 1945, Alvin H. Hansen analyeed the

fundamental inequality of the world economic structure in
his. work,-"America's Role im the Wo?ld;goonomy.??;o;n the
yo;ks of booh Normao‘S.ABuchenan end¢A}vin H. gagsen,“we‘.
£ind a strong element of Keynesian thought. At that time,
C;eonawLewiehwyoEe_"The pniped States and,Foreign Invee;ment
Pfoblems," in which she broke down the effects of foreign
investment on international and national economies,6

On the other hand, wiobout any connection with
modern economics, the type of study which analysed the
social economic strgcture‘of underdeveloped countriee”as
such, had been carried on mainly in the United Kingdom
and the Netherlands:whose colonies presented problems not
only to their mother countries but also to the world _
economic development. Julius H. Boeke of the Netherlands,
who had continued an enormous amount of research on
Ipoonesian society since 1910 and had advocaped the o
'duel economy' tpeory!“wrote "The Ipteres@e"of the Voice;
less Far East; Introduction to Oriental Economics" l9h87 as
a stepping stone to hlS following rich volume: "Economle

8

van. Indone51e“ in 1953.2 - Its English version,- "Economics

5 Alvin H. Hansen, Amerlca's‘RoIe in the World Economy,
New York Norton, 1945.
. Cleona Lewis, "The United States and Foreign Investment
Problems “Washington, D.C., Brookings Institution, 19L8.
R Ju11us ‘H. Boeke, The Interests of the Voiceless Far
East; Introductlon to Oriental Economlcs, Leiden, Unlver-

8 Jullus H. Boeke, Economle van Indone31e Haarlem,
vierde herziene druk, 1953.




apd Economic ?oliconmeuel Societies as Exemplifie@»by¢
Igdonesia," eppeared ig the ss@e;year.?iwDeriv§ng>éugges;
ticnsifrcm-Julius.H.TBceke!s theory, Johg-S.AFgrnivell ;
published a ser;es of:works, in 1939 "Netherlands India;
A Study of Plural Economy,"lo inw1941 "Progress and
Welfare in Southeast Asia; A Comparlson of Colonlal
Policy and Practice,“l; and in 19#8 "Colonial Policy and
Practlcej,A Cemparatlve Study 9f Burma and Netherlands
India,?;z Nowadays he makes an effort to analyse the
political and_economic sitﬁationmof Bgrmaf;3 A professor
of Oxford University, Sally H. Frankel, who was bo;g_@g
the‘Union Qf-Soﬁth Africa and graduated from the London
School, had been continuing his work on South Africa
and built up the foundation of his 'multiracial society'

theory.l'+

9. Jalias 0. Boeke,. Economnics and. Economic Policy of
Dual Societies as Exemplified by Indonesia, New York, -
International Secretariat, Institute of Pacific Relatlons,
1953. -~ ,

10 . John S. Furnlvall Netherlands Indla' A Study of

Plural Econom , Cambrldge, The University. Press, 1939. .

11 John S.. %urnlvall Progress and Welfare in Southeast
A31a' A Comparison of CoIon%aI Policy and Practice, New
York, I9L1. ‘ LT

12 John S. Furnivall,,Colonial,Polic ‘and Practice; A
Comparatlve Study of .Burma and Netherlands India, Inter-
hational Secretariat, lnstitute of Pacific Eeiations, :
Cambrldge, The~ Unlversity ‘Press, 1948, o

"13 Jdohn S. Furnivall, An Introductlon to the Political
Economy .of Burma, Rangnon _Peoples' Literature Committee .’
and .House, I§§7.’ The Government of Modern Burma, New York,
Intgrnational Secretarlat Institute of Pac1f1c Relatlons,<
195 B

"14 Sally H.. Frankel The Economic ' Impact on Underdeveloped

Soc1e¥y, Essays on InternatlonaI Tnvestment and social
Change, Oxford, Blackwell, I953.




' - Hence, after 1948 "dynamic" theory has, roughly
speaking, begn developed~duaiisticaliy; one  is the gcgnomic
dynamic approachuthat,-having‘its start in_thg(traditional
theory of,economic development, -is primarily conce;ngd
with economic adjustment througg_an inpernational capital
mqvement; and another is the sociolegical institutional
approach which originated from studies of the social
structure of unde;qevelgpgd gqunt?igsf 3 _
~ The economic dynamic approach had its basis in
the thoughts of classical economists, Adam Smith, Thomas
R. Malthﬁs, and Gi.ovannii.,._Blotero,15 and. has beenibrought
up in the field of ecoﬁomics as a theory dealing with
economic deye}opmegt and growth as wel}was the popu}ation
problem. In this category, we mightuincludg;gll_ggch’
distinguished theories as the followings: Adam.Smith's
formulation of development with natg:al harmogy,ﬂthe
pegs}gistiq pqpulation thgory of Thomas‘g. Malthus, David
Ricardo's theory of extinction Qf‘invgstmenthinpentive
and international.Spéciglization_based uppn”comparative
costs;-Karl_H. Marx's philosophy of revelutionary nge}op;
ment which is founded on historical materialism, Alfred

Marshall's trade cycle theory and formulation. of economic

15 Giovannl Botero was an Italian predecessor of anti-
mercantilists. In his book, Delle cause della grandezza
e magnificenza delle citta, 1589, he compared the unlimited
generative powers oi human beings with the limited produc-
tive powers of land.
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development without  harmony, Joseph Ai.Schgmpgterfg theory
o§ dynamic growth,_and J. Maynard Keynes' theory of_
imperfect employ@enﬁ’ggq thggry of sgcular §tagnation.

The sociological institutional approach has
arisen from the study of the social»structure of colonies
wp@qh_was”ﬂecessary for colonial adpin;stration:u;ltr
includes not only Sally H. Frankel'svigea of 'economic
impact' on gnderdeveloped society, Julius H..Bo§£9;s
theory of 'dual economy, " John_S,“Furp;val;'s 'plural
society' theory and Rupert Emerson's pessimistic inter-
pretation of bapkWard society, but also Bert F. Hoselitz’
considgfation of -environmental conditions in underdeveloped
countries, and Charles Wolf's instituﬁionalism, to which
I shall refer later.:_This approach is lacking in synthetic
theoretical system, butwis.worthy of attention.

These two approaches have originated separately,
not only from the historical difference in theoretical
background, but more important, frqm the differencg of

problems which‘econq@ists_have discussed”with special

emphasis. Here I would like to set forth all our major
qgestions; S | _
(i) Problem of capital accumulation and economic
diversification = ‘ | o
-;-Whicp‘contains'such problems as under;

saving; hoarding of gold, silver and gems,
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shqrtage Qf produgtive ;nvgstment»oppo?tunitigs,
o 3imperfect;on of-the banking system, and usury.
(11) Problem of balance of payments
;;;which mainly means price instabi;ity pf
primary products, therefore it implies
fluctuation of foreign reserves, deficit in
trade balance and deterioration of terms of
. trade.
(iii) Problem of technological development
-;;which indicates lack of skilled workers,
operators, entrepreneurs, and low level of
- - productivity. .
(iv) Problem of population, labour and employment
;--which means ngr% gnd underfpopulapion,
o 'e@ig:apiop,wgp@_@igggised employment.
(v) Problem of-landﬁdistribqpion_’ N ~
. ---vhich implies land reform.
(vi) Problem of inheritance from colonialism and of dual
or plural society ) ]
---w@;chvincluges imperfection of governmental
burgauqratig_organizations, illiteracy,
proyincialism,_qonventiong%%sm, lack of
cq-qperativé spirit and lack of will to
 work.

(vii) Problem of political affairs and ideology
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-aawhichAcomprisgg_politigal instability,r
ideological conflict, backwardness of politi-
cal parties and trade-unionism.
_ . In fact, among these problems are some which do
not cause any trouble in certain countries; and sometimes
they appear in different forms. (i) and (ii) are economic
problems, (vi) and (vii) are political social problems,
and (1ii), (iv) and (v) belong to both categories, economic
and social. Fundamentally, phe¢écopomic”dynamicquprqacb
deals with the fields from (i) to (v), and the sociological
institutional approach analyses the points from (iii)
to (vii), - - N :
~ The problems of population and land are the
oldest questions in economics. Particularly, phgwpopulapiqn
p;oﬁlem has recently made_tfemendougnstrideg in its dynamic
analysis and statistical consolidation through contributions
of the Unipeqlmgpiogé,:dempgraphersz and statisticians.
The real substance of the“population problem_lies'in the
consequence of an unceasing race petween production and
population, w@icb'was raised agugnwissue”avbun§red and
sixty years ago by Thomas R. Malthus. In other words, it
1s a question of increase and decrease in per capita
gqnsgmption.wlThg so-called Hg;rod-Domar formula has been
to some extent adopted as a tool to analyse economic

development, and since then the argument concerning the



grpwth rate ef the econémylend the‘growth rete:of populst@ep
pas been getting more-and more teateqt}é' However, ye.should
net“;ggore the fact that the population structure";n‘a
country, espeeially age distribution, is an apsolgtely |
importagt.datum for forecastiqg the future employment
situation andfcsleu}atigg fluetuatiop‘gf produetivity.“ N

~ To those countries thst depend principally upon
primary products, land reform and itsAvarious'aceompanying
problems aremthe p;ereguisites to eeonomichevelmeent
frem an.institgtiggelist point of view. With respect to
this aspect, we must take aceountAefhthe following regional
studies:  those on Indonesia by Julius H. Boeke, 17 Eastern
and Southern Europe by Wilbert E. Moor, 8 Eastern Europe
and the M%dd}eanst pnyoreen Warr;ger,l?_and thna”by
J. Lossing Buck,” as well as a report entitled "Land

Reform° DefectS-in Agrarian Structure as.an Obstacle'to

16 ROY . F Harrod *T‘wardsea.Dynamlc Economlcs' ~Some Recent
Dévelopment of Economic. Theor§and Their Applicatlon to
Policy, London, McMillan, 1954 Evsey D. Domar, "Capital
Expansion,’ Rate ‘of Growth and Employment n Econometrlca,
vol. 14, Aprll 1946, pp. 137<147. -

17 "Julius H. Boeke, The Stricture of Nethérlands Indian
Economy, New York, Internatlonal Secretarlat Institute of
Pacific Relatlons, 1942 ‘

‘18 Wilbert E, Moor, ' Economic Démo raphy of" Eastern and
Southern Blirope, Geneva, ‘League . of—gations,‘19h5 T

"19 Doreen Warriner, Land and Poverty in the Middle East,
London, Royal Institute. of International Affairs, 1948,
..20 J. Lossing Buck, "Some Basic Agrlcultural ‘Problems of-
China, “Secretariat Paper No. 1, Tenth Conference of the
Instltute of Pacific Relations, Stratford-on-Avon, Séptember
1947, International Secretariat, Institute of Pacific
Relations, 1947.
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Economic Development™ by thewunitevaationalz}

_ ”wThe problems of capital accumnlation and“balance
of payments are clbsely related with each“other;”on tnis
a tremendous number of arguments haye been presented by
a great many economists, whose motivations and propositions
are so different, tnat tne situations are eu;prisingly
. complicated. I should not enquire especially into them
here, however, Ifahoulg%nention several tne names of note-
worthy scholars} RagnaniNnrgse,zzaJacob Vlner,zz Hans w.

Singer,zb Norman S. Buchanan,25 John H.. Adler,?é Henry C

2T United. -Nations, Department of Econom1c Affairs, Land
Reform “Defects in" Agrarian Structure as an Obstacle to
Economlc DeveIopment New York, 1951.

.22 Ragnar Nurkse, . Problems of Ca ital Formiation in

Underdeveloped Countries, .

rade Fluctuations’ and*Buffer POllCleS ‘of "Low Income
Countries---A Symposium; The Quest for a Stabilization
Policy in Primary Produclng Countrles," K klos, vol. 11,
Fascicle 2, April 1958, p. 14l. ‘

23 Jacob’ Vlner, Internat10nal Trade and Economic’ Develop—
ment, Lecturés delIvered at the National Univer51ty of
Bra21l Glencoe, "Free Press, 1952, =~ -~ 7

2L Hans W. Singer, "The Distribution of - Gains "Betwéen
Investing and Borrewing Countries,™’ American Economic
Review, "vol. 40, No. 2, May 1950, pp. L473-L85. "lhe
Mechanics of- Economic Development A Quantitative Model -
Approach," Indian Economlc Rev1ew, August 1952, "Obstaclés
to Economic Development, 8001aI*Research vol. 20, Spring
1953, pp. 19=31. "Problems of Industrlallzatlon of Under-
developed Countries," International Social Science Bulletln,
vol. 6, No. 2, 195h T

25" Norman S Buchanan, Internatlonal Investment and
Domestic Welfare, New York, Holt, 5. -

" 26 John H. Adler, "The Flscal and .Monetary Implementation
of’ Development Programs;" Amerlcan Economic Review, vol. uz
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Wallich 27 and Peter T. Bauer.2§ Generally speaking,
Ragnar Nurkse and Jaceb Viner put importance on inter-
‘natipnal economic factors, and, on the other hand, John
H. Adler and Peter T. Bauer emphasize domestic factors
such aquomestic cap;tal accgmulation. In additiqp to
these works, some publications of the United Nations??
have to be referred to. -

, As I will explain in detall afterwards, the -
theory of economic developmeptv;s in considerable confusion
at present, mainly chaqsg“qf:unélarity about the purpose
of the theory. The main question is, whe?her the purpose
is industrialization of countries, rise in per capita
income or increase in social welfare. The indispensable
conditions for industrializapiog are not only favourable
situations of labour, capital and land, but also soundness
in thg credit syétem, potentialities of domestic and inter;
national markets, existence of basic industrial facilities

and promotion of progressive entrepreneurship. .These .

"2/ Henry C. Wallich, Mbnéﬁary Problems of an Export’
Economy; The Cuban Experlence,vcambrldge .Harvard. University

Press, 1950. Moneg, Trade and Ec¢onomic . Growth New York,
McMillan, 1951. tabilization of Proceeds 'rom“Raw
Material Exports," Round Table Conference, International
Economic Association, Rio de Janeiro, September 1957. -

28 Peter T. Bauer & Frank W. Paish, "The Reéduction of -
Fluctuations in the Incomes of Primary Producers," Economic
Journal, vol, 62 ‘December 1952, PP, 750-780 R

port Markets of Underdeveloped

Countries, New York 1952,
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factors should always be applied first. At ﬁhe;same time,
we must notice that industrialization is not necessarily
the best way to raise national income per capita or to
increase.national welfare. It depends dpon_the growth
needed, the proportion between popu}atipn and lapd, or
the relative difficulty of capital financing, and we may
even imagine a case in which agriculturalization is more
recommendable as a tentative measure. The problem of
social welfare often comes into conflict with capita;
accumnleiion, ffom a shprp term view-point. Preferepce
between them changes our point of view on verious“espeees;
for instance, the population problem. Without a conscious-
ness of purpose, we could not understand the substance
of a problem. _ ) - o _ .

V‘After all, industrialization and reising_per
capita income aim to increase the social welfare of the
inhabitants. Then we realize that dynamic theory has to
be based on broad political, economic and social analyses,
leading to thedoverall improvement of countries. It
becomes completely necessary to anelyse the economic
development of each country separately, and we might say
that general theoretical studies, of international capital
movement apd ecenpmic relationship among underdeveloped
and developed countries, are not very eogent'up;ess they

have certain realistic backgrounds. But this does not
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mean that sociological analysis can be Qynamic thgory." |
Dynamic‘theory is growing in the direction of;a politigal-
econq@ic theory which is based upon all the ideas I have
mentioned above. Our presegt”dynamic_theory is trying to

analyse economic development by looking.at societies from

the inside.

2. .Dynamiggn;n:Equomic”Theory - m .

_ ~ Among those economists who take the economic
dynamic approach, we notice several schools. One of them
is a school which is trying to estabiish dyngmic theory by
figuring out the purpose of economic development through
consideration of ig;ernational politics and economy.

Eugene Staley of Stanford University, Raymond F. Mikesell,

a specialist in the Middle East affairs, and several more
Who mig@t bgwragarded as members of this school. Dynamic
@heory.is such a changeful, varying subject, that it is
éuite dangerous’to classify all the‘gcopomists.concerned
with it. For instance, Norman S. Buchanan used to be an
enthusiastic Keynesian, however,“nqwadgys he is establishing
a more general method,‘ And Iryoqld 1ike to say that even
Raymond Ff Mikesell, judging from his practigal.work in

the dipleggticﬁfield of the Middle East and in editing the

Middle East Journal, and his theoretical researches,
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particularly about foreign exchange and balance of pay-

30

ments, is expected to establish a significant theory

in the future. -

Eugene Staley expresses his thought in h§3-
stimulating book, "The Future of;Underdeveloped Countries.™
He begins to define basic human wants: a person wants‘an
adequate living, a sense of security, a sense of freedom
and participation, creative opportunioiesgﬁa sense of
belonging, and a sense of purpose. Successful development
should be taken to mean:

"Wlthln the developing country

1. Higher level of production and real income,
widely shared. - '

2. Progress in democratic self-government, reason-
ably stable and at the same time responsive to
the needs and wishes of the people.

3. Growth of democratic social relations, including
broadly shared freedoms, opportunities for
self-development, and respect for individual
personality.

L. Less vulnerability to Communism and other

' totalitdrianisms, by reason of foregoing.

In external relatlons :
1. Growth of attitudes that make for a more peace-
ful world, and for freedom both from external
oppression and from use of power to oppress

others. -

2. Growth of mitually benef1c1a1 international
trade and investment.

3. Strengthening of the over-all resources of the
free world and the collective defénse caga01ty

“of free peoples. agalnst any aggre531on.

30 Raymond ¥, Mlkesell 'Fbrelgn Exchange. in the Postwar
World, New York, “Twentisth’ Century Fund, 1954. Postwar

Bila eral Payments Agreements, New Jersey, Prlnceton :
University, 1955. o

‘31 Eugene Staley, "“The Future of Underdeveloped Countrles'
Political Implications of Economic Development, New York,
Council on Foreign Relations, 195k, pp. 92-95.
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‘ ~ He analyses the developmentfprgble@_from'a free
world‘pointhqf view and presents pgﬁig.questiogs_in“a
very clear;cut form. He thinks economic development
means chaggg in social institutions.

"Economic development is a massive problem in human
education and social readjustment. We are least
likely to go wrong when we think of it in these
terms rather than as a problem in mechanical equip-
ment and mechanical skills, important as these are,"3?

" He admits the importance of the sociological
institutional approach from the beginning.; |

On the other hand, Maurice Dobb discusses the

problem from a different angle. He regards economic
dgvelopmgnt as--a broad political and ebonogic proposition,
and §tr§§§esﬂthe~supgriority of socialistic planngdveqonomy.
After studying Soviet ecgnomicldevelopment for years in
the United Kingdom, he gave three lectures at the University
of Delhi in India in 1951 on economic development. In
these he anaiysed the motivations towards economic growth
through three factors: division of the labour force,
capital accumulation; and technological innovation, and
indicated the diminishing trend ofwtpe rate of profit
in quitalistic economy, as well as the éuper;ority of
the soclalistic economy in coercive absorption of

unemployment and in organ121ng the -economy . Norman S

32 Eugene otaley, The Future of Underdeveloped CountrlesJ
Political Implications of Economic Develo ment, New York,
Council on Foreign Relations, 1954, pp. 388- 389




Buchanan and Howard S. Ellis criticize his proposals about
re}@ist?ibuting farm population,vslighting the light
industry and utilizing the surplug_}gbourwfopge,”as qne;
sided.33 He is a Marxist (or a typical Ricardian socialist)
and mogt of the”criticism of his interpretatiop§ is
concerned with this aspect. However, aside from his one-
sided ideology, his analysis has contributed considerably
to dynamics in_economigmpheogyf _ ]
I have to mention two groups very igf}uencialﬂ
with respect to dynamics in economic theory: the Harvard
group and the M. I. T. group. In Harvard University,
thgre:have been six ppoginent”professors:vthree Keynesians,
Seymour E. Harris, Alvin H, Han§e§A'ngard;S.‘E};§si an
original economist, Joseph A. Schumpeter; a Schumpeterian,

Gpt.tfr;e_d__.}r_-on._H“a?gr.lgr;;?’? and Gunnar Myrdal who has

"33 Norman S. Buchanan & Howard S. Ellis, Approaches to
Economic Developmenit, New York, Twentieth' Century Fund, 1955.

3L Thé admiration of Gottfried von Haberler to Joseph A,
Schumpeter is beyond our comprehension. He starts, "Joseph
A. Schumpeter was one of thé greatest écohomists of all
time,"™ and continues, "the time for a completé and déetailed
appraisal of Joseph ﬁ.-Schumpeter's scientific achievements
and of his place in the history of economics has not yet
arrived. Full appreciation of a work of such magnitude and
complexity requires greater time distance for proper
perspective.” He says he would like to bé a founder of the
Schumpetériah School, but "he concludes, "the main reason
why no Schumpéterian School developed is that “Joseph A.
Schumpeter was neither a reformer nor an enthusiastic -
partisian of capitalism, socialism, planning, or any other
tism,' he was a sholar and an intellectual."™ -Henry W. -
Spiegel, ed., The Development of Econochic Thought; Great
Economists in Perspective, New York, John Wiley, 1952,
pp. 735, 7h9 & 761,
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established the theory of cumulative process of causation
through criticizing the_unilateral chgracteristic of the
clgssigal-sta?ic;equilibripm theory and its trade theory.
Among them, Gunnar Myrdal belongs to the Swédispxsghool
~and has no direct ‘connection with the Harvard School.
The main flgures 1n the Harvardﬁgrgup have been Joseph A.
Schumpeter and Gottfried von gaberlgp w@g were also
ipf}uencedrby the‘Viegna Schqol, Although.@lvin H.
Hansen is certainly to be calle@ a Keynesiap,-heAhas_
based his original interpretation on a broad point of
view.35 _ o ) |

- The classical system which we find in the
Harvard group has been severely‘critic@ged. In this
sense, we can set up a clear distinctigp»betwgepgthe
Harvard group and the next M. I. T. group, although the
latter has also been influenced consi@grgp;ywpy the
economics of J; Maynard Keynes. 1In cgnnectiqn w;ph
economic dynamics, we coglg piqk out thg”followingw“
economists: Charles P. Kind;eberggr, Paul N. Rosenstein-
Rodan, Max F. Millikan, Harvey Le?bgnstein,‘@vereﬁt Ef'
Hagen, Wilfred Malenbaum, and Francis M. Bator. All of
‘them are members of the Center for International Studies

of the Massachusetts Instltute of Technology.‘

35 EIvin H. Hansen, “Post-Keyne51an Economics," -American
Economic Review, vol. 45, No. 3, June 1955, pp. 36 0-372.




- -In 1953, Ragnar Nurkse became remarkable as
anveconom;st in the field of ecgqogicvdynapicsl bY,.
publishing a book entitled "Problems of Capital Formation
in Underdevelope@MCount;igs."36 Presently,-he is a
professor at Colgmbia University.t—Besides being loosely
‘gonne¢ted with Gunnar Myrdal through the theory of the
viciqus circle, he is isqlapedmaghfar as schools or
sectg{gre conce;ged, vRagngr Nurgsgwwas‘bqrn_in Estgnia
in-1907, and after studying at Vienna University from
19?g“t9 1934, he worked for the Department of Economic
Finance of the League of Nations for more than ten years.
burigg this time, he handled several publications of the
League of Natiops!‘which_were_concerned with the problem
~of international currencies during the two World Wars.
He explains his thought on economic development in the
book "Problems of Cap;talmFépmation_in Uﬁderdeveldped
Countries™ which is originally based upon his three.
lectures at the Economic Research Institute of Brazil in
Rio de Janeiro, the National Bank of Egypt in Cairo, and
PheﬂAmgricgn‘Ecqnqmic Society in 1951 and 1952. In this
book he emphasizes the necessity Qf qapital formation to
realize ecopomié development by blocking off the vicious

circle of poverty. According to him, this could be done

“36_Ragnar;Nurksé;"Problems of Capital Formation in -
Underdeveloped Countries, Oxford, Basil Blackwell, 1955.




o = T S " 25_ ;. i -

ogly yy_effgctive exploitgtion qf disggised unemployment.
To raise the inducementrto invest, which is suppo§ed to-
be very rare in underdeveloped areas, it isuabﬁélutely
important to create external economies by public invest-
ment. On the other hand, it is equally necessary to loyer
the propensity to consume, Wh%gy is ;gisedhby’the so-called
demonstration effect, For making saving available, we have
to adopt certain controlApo;ipiés with international co-
operatioh, rather than adopting the traditional policy of
economic isolation. Thus capital formation might be
practicable W;thput”fore;gn a;d. This is the outline of
his view. One of his contributions is to generalize

James S. Duesenberry's demonstration effe¢§,37 but he
stresses the demonstration effecp on themconsumppion side
too strongly,‘and his thgpries of the buffer stock system
and the buffer fund, could not.avoéq»bging_gritigizedvby
such practic%lreconomisps,as S;;uSydney QaiggleoanHfu
Adler and Peter T. §auer,?8 Since Ragnar Nurkse proposes
the'establishmenﬁ of a buffer fund by general taxation |
measures; which could be attained by domestic policy,

therefore he has a different _approach than the others.

37 James S, Dﬁesenberry, Income, Saving and the Theory of
Consumer Behavior, Cambridge, Harvard University, 1949.

38 Ragnar Nurkse, "Trade Fluctuations and Buffer Policies
of Low Income Countries---A Symposium; The Quest for a
Stabilization Policy in Primary Producing Countries,"
Kyklos, vol. 11, Fascicle 2, April 1958, p. 14l.
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- In this respect we should not forget Albert 0.
Hirshman who writes -his unique idea of 'development
st;etegjfwin his recent work, "The Strategy of Economic
Development.‘_'39 _

) - Jacob Viner, ans internatidnel eeonomiet_et.
Princeton University, has a wide perspective. In 1958
he was invited as a guest to the Mont QelérinVSociety
to which I will refer later. He has done a noteworthy
amount of work in both fields, academic and practical.

He has given lectures at‘the.following universities; the
University of Chicago (;918;;917, ;925),\the Hautes

Etudes Internationales in Geneva §19éo;19§1), Stanford
University (1937), Yale Univers;ty4(19§2;19h3)) the London
Sehqolw(%9ﬁg)3 Cambridge University §l9ég)! and Princeton
University (1946-present), and worked for the United
States Tariff Comnission (1917-1919), the United States
Treasury Department (1939,'1942); the United States
Department of State (;953-;952), and the Economic Council
of the League of Nations (1933). 1In 1952, he published
"International Trade. and Economic Development"LPO and
thereby enteged;the_fle}q“of<ecogom1c_dynem1cs. His point

of view is relatively conservative and since he leaves the

39 Albert 0. Hirschman, The Strategy of Economlc Develop—
ment , New Haven, Yale University Press, '1958.

hO Jacob” Viner, ‘Tnternational Trade and Economic Dévelop-
ment, Lectures delivered at the National University of
Bra21l Glencoe, Free Press, 1952.




hope of development to various forces, he is close to
’Rggngf»ﬂurkse and the group of economists of the United
Nations. » o ‘ ' '

] __;q“ggditigp to;@hgsev§COPOMistslkIhgustéggggh
on the economic specialist group of the United Nations
as a group‘pakigg the economic dynamic gpgyoach.:‘?hig
g;gup.yas“pub;igheq_"Meagg;esnfpr the Economic.Devélop~
mgpp_owandgrdevg1oped_Coun;r§es,ﬁh;;asmwell as a few
books on land reform, domestic_financ;ng of economic
development, and instability in export markets, which I
have mentioned previously. These pgblicat}ons have%
decided the direction of dynamics im economic theory.
They p;esent_@pmestic and»international_policies iq
order to provide for the gne@plgygd, who are class;fieg ‘
into four categories: tradefcyc}igal, seasonal, technical,
gn@_@isgu}sed, and to promote economic development, We
shogld pay attentidn to the fact that they spend guite

a number”of pages‘analysing such intangible obstacles as
t;gq;tiggs and 1ong-establishgd social cusﬁoms. They
bring together all the practicaluprpblemg_sugh as very
difficu}t and delicate choices: consumption or investment,
human investmegt or material investment, public work or

other productive activity, autarchy or foreign trade,

manufagtgringvindpstry,gr,agriculture.‘.They_also analyse.

L1 United Nétions Department of Bconomic Affairs,
Measures for the" Economlc Development of Underdeveloped
Countrles, New York, 1951.
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propgrt;on_of ggvernment-and privatg work, method of
procuring domestic capital, rectif}cgtion 9§“trade_ N
policy of developgd count;ie§, rqu;rgd'amgugt of fore}gn
capital, and so for;h._ However,ubgcause_they offer many
interpretations of various questions, lack of theoretical
consistency is theig chief drawback. _ _ o
- _ ~Hapsww. Siqgey, whgwig active in”the Econopic»
Department of the United_Nations, is\ap influgnt;qlhfiggre,
having written many articles since_}95Q.§2_ His economic
model of growth is, in short, set up in order to find a
meeting point, thrpugh the marg;nal qfficiency of capital,
between the priority for manufacturing industrywand the
necessity of maintaining equilibrium among local industries.
As a concrete propgsal to rgalize suph a mggting_pqint, he
calculates the required amount of capital under a few o
suppositions; if all the increase 1nmagriqg;tural‘pqpulation
were absorbed_into nqn—agriculyura% sections_ang giYen _
capital equipment, in‘the_agp%cultura; sept;on productivity
might be raised without an increase in its pbpulation‘

(that is, capital deepening is carried ogt)_and_external

economies would“be deve}oped,v In order to galculatg the

T2 Hans W;:Singer;‘"The DIstribution of Gains Datween
Investing and Borrowing Countries," American Economic Review,
vol, 40, No. 2, May 1950, pp. 473-485, "The Mechanics of |

Economic Review, August 1952, "Economic Progress in Under-
developed Countries™ & "Problems of Industrialization of
Underdeveloped Areas,"” Round Table on Economic Progress,’
International Economic Association, Santa Margherita Ligure.
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velocity of egpgomig growth from tg;ee data---the saving
rat;o,fthe cgpiﬁal cp;efficient,>§nd“phe rate of increase
in popplapion;ééhe usgsuthe Harrog;Domar fo;mula._:M§inly
from the practical aspect of technological development,
Norman S. Buchanan andvgoward_S.”Ellis“?”cripégize Hans W.
Singer's theory by reducing it to the'following three
points;mthe infaqt.industgy argument---the view that
specialization in egpprting raw materials hinders the
progress of other industries; the theory of external
economies---the view that the most important gain from
industrial development is not the product itself but
the benefit which the whole soc1ety receives; and a
theory of the terms of trade---the view that the terms
of trade of countries specialized in primary industry
will inevitably deteriorate. i} 4
- . "Wbrld real income per capita and with it the
standa:d of liv;ng‘of phe average human”pelng, is probably
lower nowithan twenty-five years ago, and perhaps lower
than in 1900," indicates Hangéwﬂ Singer in his "Economic
Progress in Underdeveloped Countries." Starting from this
point, Gunnar Myrdal analyses inequality in the inter;

national economy and points out the ‘shortcomings of

ex1sting trade theory.‘ He is trying to establish a new .

“Li3 Normanvs._Buchanan & Howard S.”Ellls, Approaches to
Economic Development, New York, Twentieth Century Fund,
1955.




approach to the problem of economic development by He -
was born in Sweden in 1898, and-after graduating from the
department of law of the University of Spocgbolm, he
received honorary degrees-from Harvard University, - -
Columbia_Univereibywano the;New‘§chool for Social Research
in New York. During 1938 ‘and 1942, he was invited by the
Carnegie Foundatlon to. 1nvest1gate the American Negro
problem and made public "An Amerlcan D11emma"h5 in l9hh
Afberwerds, he filled verious“governneng posts 1n“Sweden?'
such as member of the;Upper House, Minister of International
Trade and Industry (1945-1947), and Executive Secretary of
the Economic Conmiesionnfor Europe (19L?;19é7)f “Then he
visited India in order to make a study of economic develop-
ment and economic planning‘lnrthe region of Sonth“and
Southeast Asia which was sponsered by the Twentieth

Century Fund of New Iork.hé He has handled a number of
controversial‘problems. His criticism of the claseicel

theory of international trade could be summed up as follows;

“LL Gunnar Myrdal, Development and Underdevelopment; A
Note on the Mechanism of National and Internationa i '
Economic “Inequality, Cairo, National Bank of Egypt, April
1957. Rich Land_ and Poor; The Road to World Prosperltx,
New York, Harper, 1958. . N

L5 Gunnar Myrdal, An American Dilemma; The Negro Problem
and- Modern Democracy, New York, Harper, 19Lk.

- 46 He has not made public hlS idea after publish1ng
"Rich Land and Poor; The.Road to World Prosperlty,
therefore we could see his recent thought only by a h
pamphlet; Indian Economic" Planning, In Its Broader Setting,
New Delhi Secretary, Congress Party in Parliament, 1958'_E




inmthe;classical theory;xinterngtipnal mob;lity of labour
and capital is not a necessar& gondition for_balancing
factor prices, namely, averaging pat;onal incomes of yarious
countrieg. The theory of international tfade has”been
developed frqm the_gbspract premise of igte;ggt%gpal
immgbility of productivg factors. Thig is not necesgarily
wpopg,}but_%t is positiyely unrealistic and imposaible ﬁo
explain from this. the gctgalﬂunbalance Qf the world
economy. A#lfar as this problem is concerned, the classical
theory is tunrelated,' and if we apply this theory without
considering its premise, it might be 'wrong.' 3

The most fatal premise of the qla§sica1_theory
is the premise of stable equilibrium. In other words,
after a primary change, an economic system always adjusts
towards a stable point where equilib;;um can be attained,
unless- the next change is caused, Gunnar Myrdalﬁoppqées
this thougbt. Accordigg tgﬁhim,%7 economic changes are
gcgugglatiye if we leave economic process alone. The‘ _
second change will work in the same direction as the first,
therefore inquality instead of equality has been growing

in the world economy.

3. Institutionalism and Sociological Considerations

“L47 Gunnar Myrdal,‘Developmentvand‘UnderdeVeIOPment; A
Note on the Mechanism of National and lnternational
Economic Inequality, Cairo, National Bank of Egypt, April

1957.
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. First.-of all, I must refer to the Chicago School
as a group takipg the sgciolggical.;9stit9tioga1 apprPach.
Being in the wake of Friedrich A. von Hayek, many dis-
tinguished-economists with new view;points have got. to-
gether since the Qnd of World War II; uThe phief agt;ve
members are Milton Friedman and Bert F. Hoselitz, however,
the_Schoql'also incig@eglPeﬁer‘T. Bauer of Cambridge _
'Universipy,:Fritz Machlup;whp was napura}ized_;p ﬁhe United
States in }9howa£ter grg@uating frqm Vienna University gpd
now at Johns Hopkins University, and Charles Wolf, Jr. of
the Univefsity é?uCal;fornialwyhowpggﬂrgggptly become an

econqgic cogsultgnp of‘the Rand Corporgtiqn. These peqple

Sally H. Frankel, Julius H. Boeke and John S. Furnivall,

whom I mentioned before.

- This group opposes strongly the 'materialistic!’
approach, which‘sggms to be quite popular in the United
Nations. - For example, Sally»H. Fra_nkell”8 goés so far as
per capita' are complepely‘different things. At the back
of thislthought; he has empirical fact showing that there

is no close relationship between the statistics of national

income and the living standard of various countries. His

"8 Sally H. Frankel, The Economic Impact on Underdeveloped

Society; Essays on International Investment and Social
Change, Oxford, Blackwell, 1953.
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theory of 'economic impact! regards the process“of social

§tructural.change by exterﬁal economic impgctsgs the
process of far-reaching social economic re-adjustment.

His theory'istilled with a number Qf complicatgd.factors
which cannot be explained in terms of such formulary
concepts as international investment, capital accumulation
or income. With9ut analysing the pgtterp_qf social welfare
in,rgspective_cpuntrieg, gg_continues,'economic growth
cannot be discussed and here wé have to pay attention to
social traditions, institutions, and various characteristics
of_'dual economy ' and 'plural@stic'racial §ociety' which
haye been brought about by racial difference and racial
mixture. o _ _ B _

‘ o It is one éf the conspicuous ;nplinations pf’
dynamic theory to study the relationship_betweenrsocial
institutions and economic development, and obviqgsly‘thgy
have taken the hint from the studies which I have mentioned
previgusiy. The pivot of the study hag: movgdmfrom Europe
to the United States, mainly because after World War II,
the United States hés been obliged to grapple with the
qifficult problem o§ economic dgve;ppmgpt“in underdéveloped
countries. It has become absolutely necessary to_re;
examing the gignifiqance and mean%ng of phe traditional
a@stracp economic conqept§:"“0ha;les Wolf, Jr., who is an

economist with the Rand Corporation, Santa Monica,
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California, conducted research under a grant from the

underdeveloped countries, while he was at the University
of California ap_Berkeléx,“joipply?with Chandler Morse of
Cornell University. He made Rubl%g”ongwgfwgye p¢§ult§;of
t@?ﬂf?%ﬁﬁr?ﬁ prpjgct iq‘phe American Ecgnpmic Beview.h9
According to Charles Wolf, Jr., while inadequacies of
exisping te¢hnolqu and_investmept inyariably“characterize
underdeveloped economies, these characteristigg are “
peyhapswggrrela@ivefratper thgq'causal. Ihe inadequacy of
technologyAand capital formationvmay be due less to tpe
shortage of information about techniques or oprgtegtial |
savings, than to the shortage of the 'right'! kinds of
institpt;ons;-'right' implying those kinds of institg@?bns
whigh_permit or stimulate, rather than impede, the adop;
tion of new_tephniqugsmand“ppg fgrmation of productive
capital. In other wqrds; institutions, as well as capital
and tgchnology, are‘prgductivg. _Growth;promoting insti;
futioqg may so build up the environment in which factors
gf_production meet, that the raﬁe at which combinations
occur is acce}grateq{&

Charles Wolf, Jr. writes, "Institution refers to

L9 Charles Wolf, Jr., WInstitutions and Economic Develop-
ment," American Economic Review, vol: 45, No. 5, December
1955, .pp, 867-883.. He is also a coauthor with Sidney C.
Sufrin of Capital Formation. and Foreign Investmeént in’
‘Underdeveloped Areas, Syracuse University Press, 1958.
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opgan}zatipgswggd policies, both govgrnmenta%_énd,priva;g,"
and'igstitutions may stimulate or impede various behaviours
leading to economic. growth by their effect on "(i) the_‘
direct calculatlon of costs and benefits' (1}2*F¢1at10n-
ships between production and distribution (putput and
income); (iii) the order, predictability and probability
of ecogqmic relagﬁon§hip§2“(iv)'gnow}edge'pf econoqic
oppgytuni?ies;“apd (v)“motivations and valpes." Fo;'_~
example, the initiations and enforcement of protectionist
commercial policies, suchlag the imposition of tariffs,
foreign_exchangg taxes, subsidies,_9r'}ow intepesp 1o§§,
to stimulate investment is a case of (i); the mercantile
guild or certain types of insurance systems belong tgw(iii).
By using these five items, Clarles Wolf, Jr. classifies
functionally the various institutions which have been
developed in underdeveloped countries and stresses the
importance of their roles in economic. -growth. o

- Bert F. Hoselitz of the Chicago School goes a
step further in this problem, 50 and analyses the role of
noneconomic factors in the economic change which occurs in
an economy as leaves a state of relatively slow growth of

s@agnation and starts a process of rapid growth. He tries

to analyse the problem of how to account for the explosive

50 Bert F. Hoselltz, “Economic Erowth and Development°
Noneconomic Factors in-Economic Devélopment," American
Economic Review, vol. 47, No. 2, May 1957, pp. 28-L1.
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revolution. What is most important to him about the
strugtural ¢hanges takipg p}ace~dp?ing pheAexplpsivg
change period is the adoption_of previously existigg
institutions for new_gnds, gspecially for capi;al formgtion.
Bert F. Hoselitz notices a big difference in theArgtengf
ipygsyment after the explpsive change in an economy and
exglgipg tpiswphgpomenon by aggigg.whgther or not general
'environmental conditions' have been created to make an
increase in net capital formation attractive and achievable.
o ~ The 'environmental conditions,' which enable the
rapid growth, mhst be sought chiefly“in noneconomic aspects
of the society, continues Bert F. Hoselitz. _Apart from
the bui}d-ub of economic overhead capital, such as
comgupications and transport system an@hinvestment_in
harbour facilities, some warehouses, and similar instal;
1atiqns favouring“e§pecially foreign trade, most of the
innovations introduced during the preparatory period are
based upon changes in th§ institutional arrangements in
tpgAlgga}, gducapional, domestic or mo?ivatipnal orders,
Once these new institutions have been created, they
operate as gifts from the pagt!'confributing freely to the
vigprous spurt of economic activity in the period of
explosive grduth._ To be concrete, tpe need for capital
rquipes'the.ava@lability of institutions through which

savings can be collected and channeled into projects.
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Hence a bankingvsystem or its equivalent, in the form of
a state agency collecting revenue and Spendihg it on
development”pgpjegps, is required..

On the other hand, he emphasizes the significance
of thgwgvailability of skilled labour qf various kinds
and illustrates the difference 9§wecpngmic growth between
Japan which was interested in Dutch studies, and China
which had no technical knowledge. He also analyses social
marginality which is actugliyAa driving force to the
institutionalization of entrepreneurship, and concludes
that the role of social marginality which might be regarded
as social deviagcg_is extremely manifest, o

~ From this simple presentation we see that Sally
H Frankel's theory of structu;gl change is modernized
and made concrete by Bert F. Hoselitz. »

One of the groups, using the sociological _
institutipnal‘app;gach,;is the MonFVPelérin“Sqqietymwhich
has a close relationship,tp‘the Chicago School. This
societymhas>a difinigg purp9§e; to study and d§v§lpp the
philosophy of Friedrich A. von Hayek who made public hisw
idea 9? pure‘indiyidualism by the book eppitled "The‘Road'
to Serfdom."5l In l9§h; when the opinions on the post-war
economic system were sharply dividing into liberal

economists and planning economists, Friedrich A. von

ST Frisdrich K. von Hayek, The Road to Serfdom, Chicago,
University of Chicago Press, 1941,
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Hayek -published this book, in which he censures planned .
economy as totalitarianism, from a purely @gdividualistic
point ofﬂview:thgogg the members of-the Society are the
late Walter Eucken of Germany, Ludwig Erhard, Mingsperugf
Economics for Germany, Henry Hazlitt of the New York Times,
Wilhelm Ropke of Switzerland, Peter T. Bauer of Cambridge
University, Milton Friedman of the University of Chicago,
Sally H, Frankel, Fritz Machlup, a number of distinguished
people from the United States, the United Kingdom, Germany,
France, Italy, Switzerland, Japan and so forth. Recently,
the Mont Pelérin Society has shown a deep interest in
economic growth, and particularl& Peter T. Bauer is worth
watching. B o B
. . ..... To Peter T. Bauer, what is called the 'new
orthodoxy' represented by Gunnar Myrdal, Ragnar Nurkse,
a part of the M. I. T. group and the United Nati ons group,
suffers from“@apy mi§upde;s§apdipg$ and fallacies in
va?igus aspects. The discussions of the 'new orthodoxy'
are based on the theme of the vicious circle of poverty
ggd_backwardness,<however,ualthough there are certaini
differences in ways of expres§ion,_thesg‘a;gugeﬁps §imply
repeat the same theme. For instance, according to the
52

"Economics"wof Paul A. nguelson which is the most popular

text book in north America:

52 Faul K. Sammelson, Economics: An Tatroductory Anal sis,
2nd edition, New York, MCGrOWHHiIi, 1951, p. L9.
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"Backward nations cannot get their heads above’ witer
becdiisé their production is so low that they can
spafe nothing for capital formation by whlch their
standard of 11v1ng could be. ralsed n

Ragnar Nurkse says 1n‘h1s "Prpblems of Capital Formation
in Undegdsvs;oped gounpries"53 that: ..

"In discussions of the problém of economic dévelopment,
a phrase’ that crops up freqiently is t'the vicious
¢ircle of poverty.! "---" It implies a circular
constellation of forcés tending to act and reacét
upon one another in such'a way as to keep a poor
country in a state of poverty."

Andmtbo‘sane’idsa“is“expressod‘in Gunnar Myrdal's "An
International @conomy"shrasﬁﬁol;ows:

"It is, in fact, the richer countries that are”
developing while the poorer areas, with the large
population, are stagnatioii or progressing much
more Slowly. =~-  TFor mankind as a wholé there has
aoﬁﬁally'beén”no'progféSS‘at‘aI% "As'Mr., Hans W.
Singer has rightly pointéd out,’? world real ‘inéome
per capita, and with it the standard of living of
the average human beéing, is probably lower now than
twenty-five years ago, and perhaps lower than in
1900, because the nations that have rapidly raised
their economic standards have been a shrinking
proportion of the total world population.”

Furthermore, the arguments follow this theme

continuonsly---po cut off this vioious»circle, private
investment is insufficient, and inter-governmental

donations on s»;arge scale and loans with subsidy by

53 Ragnar Nurkse, Problems ol Cagltal Formation in
Undgrdeveloped Countrles, xford, Basil Blackwe 1, 1953,
po [}

54 Gunnar Myrdal, An International -Economy; Problems
and: Prospects, New York, Harper, 1956, pp. l=2. '

‘55, Hans W. Singer, "Economlc Progress in Underdeveloped
Couiitries," Round “Table on Economic Progress, International
Economic A85001ation, Santa Margherita Ligure.
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developed countries are needed Peter T Bauer belleves
that most of these discussions are fundamentally mlstaken.56
_ According to Peter T, Bauer, these discussions
find underdeveloped countries all in poverty, however, they
usually use the term, underdeveloped countries, to cover
the whole of Asia (with the possible exception of Japan),
Africa, Latin America (with Argentina sometimes omitted)
and parts of Eastern and Southern Burope. Defined in tnis
way, the underdeveloped areas contain about three-quarters

of the populatlon of the world 57 These areas are dlverse

56 His belief 1is shown in the foIlow1ng ITnes. “WOver
the past twoé decades theré has grown up on both 'sides of
the Atlantic a new orthodoxy of thought regarding the
ancient problem of economic development---an orthodéxy
that is based largely on fallacy. "--- I do believe that
the new orthodoxy has tended to promote some very mislead-
ing doctrines and ‘delusions. Specifically, I hold that
the doctrine of an unbreakable vicious circle of poverty
in the”underdeveloped areas is largely a myth. --- Lastly,
I would stress that economic development in a meaningfiil
sense is not just an increase in the volume of goods and
services a nation produces. It is an increase in goods
and services that people want and have freely chosen. It
is a widening of human options. ---" It is not true that
theé younger nations are caught in a vicious c¢ircle of
poverty. It 'is not true that they have stagnated or must
stagnate. What is true is that their further advance '
depends fundamentally on their adoption of measures that
will free up rather than constrict exchange, individual
effort, the division of labour, and private capital
formation, and will give play to what are sometimes
slightly referred to &s the middle-class of 'bourgeois!
virtues." Peter T. Bauer, "Economic Growth and the New
ggghodoxy," Fortune vol. 57, No. 5, May 1958, pp. Lh2-

‘57 Peter T, Bauer & Bersil S, Yamey, The Economics of
Under-developed Countrles Cambridge, Cambridge University
Press, 1957.
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in many aspects, such as in density and grquh-of popula-
tign,4pclitical and social institutiop§,‘eqongmic.gygwth,
and ecgnohic quality of people. In spite of this diversity,
most of F@gighgopiegAb;ing themﬂgp tgggther>for>discussipns.
This is comp;ete}y.wrong. The present}y developed countries
used to be underdeveloped, and they have agcqmplisheqw“
prosperity With_li@g}e external capital and.no_dopat;on§.
Peter T. Bauer criticizes the theory of the vicious circle
by using a nugber of fact§‘apd stgtistics. o

Peter T. Bauer puts spgcialhemphasis on the
investment in cash crops at thé bggigging of capital
formation. This sort of investment is very efficient
and hasuplgyed a ng;icgable"role in thengroqess of eponomic
development in a good many countries, but it is ignored
even by the statistics of the United Nations. And the
fact that rubber plants and cocoa t;eeguare existing as
cash crops in Malaya and in Ghana, denies the premisg of
the "new orthodoxy"' Fh3§ phe natives are incapab}e of )
estab}ishing 1ong;run economic programmes. There is no
reason to say that manufacturing industry is the only
measure to promote economic deyelgpment, and the study
of economic history does not justify_the idea that o
governmental aid on a large scale solely makes industriali;

zation possible.

It seems to me that Peter T. Bauer's theory is
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brought up from the antagonism to Ragnar‘Nurksefg bgffgr
pp};cyuwbich'wgs revealed at the symposium of Kyklos in
Aprilw}?58,58“and his theory is the same as the idea of.
Sir Sydney Caine, who is an authority on Malayan affairs,
besides being Director of the London School of-Economics.

~ Thus, Peter T. Bauer, who strongly objects to
the development projects based upon the 'new orthodoxy'
phepry, ingvitably takes up the problem of priority in
national schemes in“assessing'thg gg;ng of‘privape | -
. enterprise, which“i§_9xg}a§ngd_by Gunnar Myyd§1.59 The
"new orthodoxyf lgaygs no dQubtqthat the increase in
governmental investment by cdmpu}gory saving is gbsolutely
necessary to raise national<product, however, Peter T.
Bauer bglieves it is not necessarily important.69 We
find several cases of economic development without
compulsory saving, and besides, nobody can be sﬁre that
forcgd §aving_e£§ecps capital accumulation or increase

in output. Compulsory savingwis_mgrg;y a money §hifp

- 58 Ragnar Nurkse, "lrade Fluctuations and Buffer Policdies
of Low Income Countries---A Symposium;.The Quest for a
Stabilization Policy in Primary Producing Countries,"
Kyklos, vol. 11, Fascicle 2, April 1958, p. 141. In this
symposium, ten economists were in attendance: Peter T.
Bauer, Frank W. Paish, John H. Adler, Sir Sydney Caine,
Roy F. Harrod, &tc. - * ~ 0 oot T

"59 Gunnar Myrdal, Development and Underdevelopment; A
Note on the Mechanism of National and International
Economic Inequality, Cairo, National Bank of Egypt, April
1957, pp. 06-67,°73. . = . o ' T

60 Peter T. Bauer & Bersil S. Yamey, The Economics of
Under-developed Countries, Cambridge, Cambridge University
Press, 1957, pp. 190-208.
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from the private sector to the public sector, and;if~we
takevaccognt-of its effect on private capital formation,
we Wouid know compulsory saving makes l;ttle contribution
to capital supply. Whatever measures of investment we
formulate, the increase in output is not simple function
of investmenp apd evén though an ipcrease in output is
brought aboqt, it is not always a desirablg output.

In brief, bgfore discussing the problgms of
compulsory savipg, develppment project or inter-govern-
mental loan, Peter T. Bauer thinks, consgliqation of
grganization fqr raising”racial cagital'by underdeveloped
countries themselves, and removal of restriction to the
induction'ofﬁforeign capital, shquld<be done. He is a
liberalist who advocates the_natural economic development
through free activity of private enterprise.

S In his "Economic Analysis and Policy in Under-
developed Countries," Peter T. Bauer says we have to
remember thg distinctions between positive economics,
no;@gtiyé“econom;qs gpd the art of political economy .
Prgpositions of positive economics fefer to what is,
those. of normative economics to what ought to be, and
thoserf the”art of political economy po“the means for
obtaining specified.results. To him, positive economics
has primacy in the sense that the most significant

and distinctive contributions the economist can make to
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nérmatiﬁe economics and to the art-of political economy
stem from the_geperalizations establishgdlby posi?ive
economics. - At last he declares, "I'shall deal almost-
entirely with positive eqogomics.ﬁél He continues? when
we understand the real conditioqskof underdeveloped
countries, such economic generalizations as the law of
demand, the law of supp;y, Gresham}s Law, the dependence
of the division of labour on the extent of the market,
the tendency of individuals to turn to activities yielding
the highest net advantage wiphin the opportunities open
to them, become very qseful.62-~§gper T. Bauer and Milton
-Fﬁedman,_the members of the Cambridge Schqol of Econognics_,é3
argifrgguently confrontedeith the 'Keynesians' of Harvard

University and Mf_I{ T. with respect to concrete problems

~ 01 Peter T. Bauer, Bconomic Analysis and Policy in Under-
developed Countrles, Cambrldge, Cambrldge Unlver51ty Press,
1957, pp. 6-7.

62 Peter T. Bauer Economlc Analy31s and Policy in Under-
developed Countrles, Cambr*dge, Cambrldge Unlver31ty Press,
1957, pp. 8-9.

63 The Cambridge Economic Handbooks, to which both of them
join, were organized by J. Maynard" Keynes firstly, and -
succeeded by Sir Dennis H. Robertson in 1936 and by Claude
W. Guillebaud in 1946. 1In the original introduction, J.
Maynard Keynes wrote, "The writers of these volumes belleve
themselves to be” orthodox members o6f the Cambridge School
of Economics. At any rate, most of their ideas about the
subject, and even their prejudices, are traceable to the
contact they have enjoyed with the writings and lectures”
of "the "two etonomists who have chiefly influenced Cambridge
thought for the past fifty years, Dr. Marshall and Professor
Pigou."™ - Peter T. Bauer & Bersil S, Yamey, The Economics

of “Under-developed’ Countrles, Cambridge, Cambridge Univer-
sity Press, 1957, p. v.




of approaches. The attitude pf thg Cambridge Schogl»to
examine_clgsely~vgrious premises aboub natiopal incq?e,
labour force, natural resources, human resources, and the
re;gtionship between capita% agd econgmic growth, is a
frontal challenge to the 'neﬁ ortho@oxyf who seem to'pe
trying to apply analytical tools without consideration
of those prem%ggs.”w N ) :
~_Milton Friedman is the nucleus of the Chicago

School and his activity is now noticeable. He was born
in Brooklyn in 1912 and during World War II, he worked
for the National Bureau of Eégnomiq Research as a member
of the ;?sea;ph §§§§f.' Atqphat time, hewcollaboratéd with
Carl $boup and.S;mon-S: Kuznets and recently he started
the study on Keynes with a new approagh., B ‘

] Primarily, the Chicago School has been:igciined
.to take a new look at the_gqst;Marsballian»economics
brought up in»Europe. Miltog Frigdmag follows in the
wake of this basic trend. For instance, he admits the
usgfulngss of’thgwutilityrpheory which was built~up'by
Léoq‘walras and others, however, hg makes a searching
inquiry into the problem ofigti}ity measurement and tries
to formulate a more»realistic system. He critigizes Léon
Walras; "His,prpblem_is“the problem of form, not of“
content: of displying an idealized picture of the economic

system, not of constructing an engine for analysing
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concrete problems."ék_ Therefore, as far as pure theory is
concerned, he is cémpletely different than Joseph A.
| 65

Schumpeter.

L. Professor Rostow'!s Formulation of Conclusions
from the above

) As I explalned at the beglnnlng, the final
determination of the genealogy of various approaches to
economic development rgqg?;gg_g?eaper time_fortproper
perspective.» Different opiq?ons, sgemingly'founded on
different bases at art;an§itiogal_pe;iod? usually become
a broad~system by improving each other at a synthesizing
period. L - .

A This process pas been‘stagpeduin t@qffielq_gf
dynamic theory by Professor Walt Whitman Rostow. First
of all, T should like to illustrate his position with
66

respect go\the”whgle'dynamic theory.™

6L, Milton Friedman, "Leon Walras and His Economic
System," American Economlc Rev1ew, vol. L5, No. 5, December
1955, p. 90L.

65 Joseph A. Schumpeter, Hlstory of Economic” Analy31s,
New York, 1954, p. 827. 'He says; "So far as pure theory
is~concerned Walras is --- the greatest of all economists."

66 This illustration is simply designed to show theé"
geneéral positions of all the economists I have mentioned
previously in order to trace the main trend of dynamic
theory and throw a new light on Professor Rostow's theéory.
It is neither a complete schematization of the approaches
nor a comprehénsive survey of the theories. Since a
thought of each economist is many-sided, a strict class-~
ficd&tion of the theories is very misleading and it should
be carefully avoided.

g
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DYNAMIC THEORY

 ¥alt Whitman Rostow

A AN N\
Economic™ - = - 7. Sociological
Dynamic =~ Institutional
Approach Approach

Harvard. Group [ Chicago School
-3 .E.Harris “C.Wolf " Jr.
—-A.H.Hansen JH.Boeke
~H.S.E11is J.S.Furnivall-
-G.Haberler. - S.H.Frankel-

M. I. T. Group - T B.F.Hosélitz
—-C.P.Kindleberger - | F.Machlup-
—P.N.Rosenstein-Rodan o o e
-M.F.Millikan Mont Pelerin Sotiety
-H.Léibenstein - F,A.Hayek
-E.E.Hagen B T
~W.Malefibaum Cambridge Sé¢hool
LF.M.Bator — P.T.Bauer

-U. N. Group-- M.Friedman
LH.W.Singer ‘ —
N.S.Buchanan

E.Staley

R.F.Mikesell -

R.Nurkse ‘

-A.O.Hirschman

J.Viner

-G.Myrdal

M.Dobb

Professor Walp_Whitmgn Rostow was born in New

York in 1916. After having made his doctor's degree

in Yale University in 1940, -~ "1 . .-

-~ L, he

began his career as an instructor of economics in New

Yorktx“During these twenty years, he has done such works

as follows:
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Walt Whltman Rostow

(Year) (Career) : (Publlcatlons)
1938 : --~Investment & the’ Great Depre531on67
1939 -~=Investment & Real Wages; 1873 188668
1940 ---Explanatlons of 6
"thé Great Depression; 1873- 1896 9
Instructor of Economics - ,
' Columbla University ST
1941 -—-The Growth & Fluctuatlon of 0
- the British Economy; 1790-18507
--—Business Cycles, 1
-Harvests & Polltlcs' 1790-18507
19,42 ---Adjustments & Maladgustments
e after the Napoleonic Wars
1943
1944
1945 o
Assistant Chief
German-Austrian Economic
~—~ Division, Dep't of State
1946
Professor of U.S. History
T Oxford University S )
1947 --=The" Amerlcan Diplomatic Revolution’>
Assistant to Economic Setretary
s Economic Commission for Europe
1948 ---British Econgmy of =
the Nineteenth’ Century7h
e (ditto)
1949
Professor of U.S%: History
. Cambridge University-
1950 ---The ‘United Nations'
" Report on Full" Employment75
---The Terms of Trade™ 6
' i “7in Theory & Practice7
Professor of Economic History
0 M. IJT. o
1951 ~--The" Historlcal Analys1s
- of the Terms of Trade’7 '
o ---Some Notes on Mr. Hicks & Hlstory78
(ditto) :
Staff Member T
Center for Int'l Studles
y M. I. T. , el e .
1952 ---The Process of Economlc Growth79
R (ditto) ‘
1953 ---The Dynamics of Soviet Soc1ety80
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1953 - L o _ T
- (ditto) c T T A 81
1954, - ---The Prospects for Communist China
- (dittO) P .y = o - o .
1955 --=Trends "in:the Alloéation -~ 82
7 of Resources in Secular Grgwth
T ---An Amerlcan Policy in Asia83
- (ditto)
1956 ——-The Take-off S 8h
©o- - 1nto Self-sustalned Growth
“e 0 (ditto) o ) ,
1957 -—=A Proposal ’ ’ i oo 3
' T Key to an Effectlve Forelgn Pollcy 5
. (ditto)
1958 T
“ o (ditto) ST N ~ . B
1959 ~--~Rostow on Growth; w86
T A Non=Communist Manifesto
(ditto)
1960 ,

67 Walt Whitman Rostow,, WInvestment and the Great
Dep§e551on," Economlc History Review, vol 8, No. 2, May
193 i ‘

68 Walt Whitman Rostow "Investment and Real Wages,
1873-1886," Economic Hlstory Review, vol. 9, No. 2, May
1939, pp. 144-=159. )

69 Walt Whitman Rostow, "Explanations of the Great o
Depression} 1873218963 “An Historian's View of Modefn Monetary
Theory;"- Economlc HlStO;X, vol. 4, No. 15 February 1940,

Pp. 354-370. -

"70 Walt Whitman Rostow, Arther D, Gayer & Anna"J., =~ =~

Schwartz The Growth and Fluctuatlon of the Brltlsh Economy,

of” the Britaln's Economlc Development Oxford The Unlver—
sity Press, 1941, -

71 Walt Whitman Rostow, MBusiness Cycles, Harvests and
politics: 1790-1850," Journal of Economic Hlstory, vol. 1,
No. 2, Novembér 1941, Pp. 200-221.

72 Walt Whitman Rostow, MAdjustments and Maladjiustments'
after the Napoleonic Wars," American Economlc Rev1ew, vol
32, No. 1, Part 2, March 1942, pp. 13-2L.

73 Walt Whitman Rostow The American Diplomatic Revolu—
tion An inaugural lecture‘HéIlvered before the University
g Oxford on November 12, 19&6 Oxford Clarendon Press,

19L7.

74 Walt Whitman Rostow, British Economy of the Nineteenth
Centuryi Essays, Oxford, Clarendon Press, 19,8.
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L Judging from his career and publications, we
could see that-his dynamic theory is based upon a broad
study of Europe, the United States, the Communist area,

and Asia as well as a historical perspective.'.He commenced

extensive contribution to dynamic theory by "The Process.

75 Walt Whitman Rostow, "The United Nations' Repart on
Full Employment " Economic Journal vol 55 June 1950
pp.~323-350."

76 Walt Whitman’ Rostow, "The Terms of Trade in Theory
and Practice,™’ Economic Hlstory Rev1ew, vol 3 No. 1,
1950, pp. 1-20, ”

77 Walt Whitmah Rostow, "The Historical Analy51s of
the.Terms of Trade," Economlc History Review, vol L, No.
1, 1951, pp. 73-76.

78 Walt Whitman Rostow, "Some. Notes on Mr. Hicks and
History," Anerican Economic Rev1ew, vol. 41, No. 3, dune
1951, pp. 316=324. "

79 Walt Whitman Rostow, The Process of Economic Growth,
New:York, Norton, 1952.

80 Walt Whitman Rostow, Alfred Levin & others, ‘The
Qypamics of Sov1et Society, Center for: International
studies, M. I. T., New York, Norton, 1953, ' :

81 Walt Whitmah Rostow, ‘Richard W. Hatch, Frank A,
Kierman, Jr., Alexander’ Eckstein & others, The Prospects
for Communist China, Centér for International Studies,

M. I. T., Eambrldge-New York, Technology Press of M. I. T.
& Wiley, 1954.

82 Walt WhHitman Rostow, "Trends ‘in~the Allocation of
Resources in Seécular Growth," Economic Progress, ed., L.
H. Dupriez, Louvain, Instltut de Recherches Economlques
et Soc1ales, 1955. -

83 'Walt Whitman Rostow & Richard W, Hatch ‘An American
Policy in Asia, Cambridge-New York, Technology Press of
M. I. T. &‘Wlley, 1955.

‘84 Walt Whitman Rostow,’ "The Take-off into Self- -
sustglneg Growth," Economic Journal vol. 66, March 1956
PP. 25-4

‘85 Walt Whitman Rostow, Max F Mlllikan ‘Pail 'N. Rosen-
stein-Rodan & others, A Proposal Key to an ‘Effective
Foreign Policy, Center for Internat10na1 Studles M. I. T.,
New York, Harper, 1957.

“86 Walt Whitman Rostow, "Rostow on Growth; A Non-
Communist Manifesto," Lectures delivered at the University
of Cambridge, Economist,: August 15; 1959, pp. 409-416.

Economist, August 22, 1959, pPP. 52h-531
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of Economic Growth" in which he‘sgggeetegVpbat~v§riatiepsA
in the behavieur o? people relevant to economic development
can beisum@ed up in a number of propeneities-f-prepensities
to seek material gain,Atevpropagetelend rear chi}@renzvto
strive_fer“@ateyial advance, to pursue pure eeience, to
apply science to the material world, apd herdivided
the_g;evph_process into the accomplishmepp of certain
precenditions;--the achievement qf the'eppropriate_cembif
nations of those propensities, and the preeesevgf develop-
ment itself, which follows when the preconditions have
been met, -His second direct contribution is "Trends in
the_e}location ef‘Reseurces_in Segu%errgrewth“‘which
emphasizes strateg;cwseetorsvof ecenomic develepment )
in“whighrconcentrated“}nyeetmeqp and other inputs lead to
papidigrewthfu He“mekeele dietinction betyeeq primary
growth, stimulated by increase in demand partly and by
innovations mostly, and the paralle}‘growth of supple-
mentary growth sectors, needed to supply the intermediate
p;qducys agd feepor_inpgps for the primary sector. The
increese in income produceq by phese sectors spills over
into derived growth sectors, selected by the dictates of
income elasticity. o .
Those two ‘works ere regarded as his prepapatory__
stage. He has become Qne_efvthe most sqimqlating_econom?sts

since World War II, because of the following works. "The
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Take-off dnto Self-sustaiped G{owth" is anveppep:meking
article in the field of dynamic theory. Not oplyvby_his
induction of the theory of takeéoff"frggmwide practical
facts,ubut also by takingiaccounp of soc%al,sgrgcpure and
institutionalwerganizatiop“as well asmecengmiekfeeters,
the new movement tg»fil} up the gap between economic
dynamiclagpreach agd socdo%ogieei igstitutieggl_agproach
has been brought out. On the one hand, he gives the
fundamental idea to Bert F. Hoselitz who modernizes and
makes concrete ppe theoryhofvstructural“c@angsiof Sally
H. Fragke% by applying his theo;y.87 On the other_hapd,
it is developed in his next work withHMax.“FiuMilliken
"A Pgoposal; Key to an Effective Foreign Policy" which |
recommends the reconsideration of the essential intention
of foreign aid, usually based upon the simple hope_ef
preventing communization by gratifying the hunger of the
poor masses of underdeveloped countries.

His take-off ‘theory, which he made publlc in
1956 was flrstly adopted by both approaches, the M. I. T.
group of t@e economic dynamleusppvoaeh and the thcagp
School of the sociological institutional approach, and
hepce“pe“was situated in the midd}e of the_two appreaches.

Hisiposition_was passive at this stage. However, during

87 Bert F. Hoselitz, "Economic Growth and Development;
Noneconomic Factors in' Economic Devélopment," American
Economic Review, vol. 47, No. 2, May 1957.
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the fall of 1958 after one year silence, he made the
most_striking-lectures, "An Economic Historian's Way of
Envisaging the Sweep of Modern History,ﬂ atw9§mppidge
University, which were“sgmme;ized_in"The.Eooqomiegf»
under the title of "Rostow on Growth; A Non-Communist
Manifesto." ,
~_ The criticism of Peter T Bauer to the 'new
orthodoxy' or those text-book-llke—work§ by Charles P.
Klgdleber_gexj,88 Gepel“M,,Meler'apd Robert E. Baldw1n,89 »
and Benjamin H.-Higgins9o could be'regardeo as the attempts
to synthesigeqthe differen§ approaches to dypemic theory}
but their arguments are either very narrow and restricted
or simply oollecpive..mAs¢I will discuss'in detail after;
wards, Walt Whitman Rostow has recently made a synthetic
dynamic theory based upon aotual facts by using the
economic dynamic technique under the consideration of
§oo;ologica1 institutionalism. His attitude is no longer
passive but active, o ] o
) ~In "A Non-Communist Manifesto," we find the
characteristics of Charles Wolf, Jr., Sally H. Frankel,

B??§“F‘ Hoeelltzz>Peter T. Bauer, as Well_as 3aggar Nurkse,

EugenerStaley, and the M. I. T. group. In a sence, he .

88 Charles P Klﬁaleberger Economic Development New
York, McGraw-Hill, 1958,

‘89 Gerald M. Meler ‘& Robert E, Baldwin, Economlc Develo -
ment ; Theory, Hlstory, Poliéy, New York, Wliey, 1957,

90 Benjamin H. Higgins, Economic’ Development Principles,
Problems and P011c1es, New York, Norton, 1959.
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séts down_many familiar,trut§s §nw§“§ew and }nte;gspingx
fprmﬁlation,(however, as 'The Economist' says, his broad
unQerspanding of exi§ting theories and'his overall
yeSearch of practical facts make me believe that his
dyggmicwthegry represents one ofﬂghe most stimulating
coqtribgtipns made to economic and political thought

since World War II.



CHAPTER III.
THE THECRETICAL BASIS OF PROFESSOR ROSTOW'S INTERPRETATION
1. The Basic Thgpry »

2. The Process of Development

3. Illustrations from Various Countries

“We must not picture to ourselves an uﬁreal
world as it might, or ought to be, and make
schemes for it. That way lies social madpess,
leading to a failure of hot.aspirapions and
thence to cold reaction. Our first duty as
economisps is to make a reasoned catalogue
of the world as it is."

-~--Alfred Marshall



IIT. fhe Theofetical BaSis of Professor Rostow's Inter-
pretation o o ) -

We have noticed that economic Qevelop@ent is
to someAextent»dependent upon the political, social and :
Qultural“framework of societies, however, no effort has
the structure of modern economics. The pursuit of the
problems of caPital accﬁmulation, bglance pf payments,
technological development,.population, 1and, colqnialism,l
and political affairs respectively in different:countries
has a meaning in itself, but now the time has come to
integrate §hem and build up a synthetic dynamic theory
of economic gréwth on a glopal'basis.> The first Qynamic

attempt is being made by Professor Walt Whitman Rostow.

1. The Basic Theory )

_ The social scientist cannot afford to lag in
his scientific formulations too far behind the events
and problems ef the active world, because intelligent
democratic action is related to the qégrge to which
problemg are_upderstood and the-publiq is informed, and
it is in this.undgr}ying fupctiqquf_peyception and
education that the social scientist most importantly

,s.e,rve‘s,h,so,c._i.e;y_,}.._,4Begans.e,Professor,Rostow believes in

1 Walt Whitman Rostow, The Process of ECONoOmiC Growth,
Oxford, Clarendon Press, 1953, p. 260.
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this idea, actual historical facts and economic analytical
techniques are eptly_combined in hie dgnemice.

' ~ To Profeseor Rostow, as an economic-historianz

it is absolutely necessary to-.avoid naging amdisenbodieér
response to an abstract set of Hegelian ideas, and, as an
eoonomic theorist,“ne oon%o nop‘persapisfied wétn;w o
economics in the conventional market sense. Actual events
should be emphasized and over-simplification must be
avoided. In the prooees of economic development, he sees
‘a set of stages of growth;t-five eoonomio categories in one
of which all societies in‘the‘wonld can be placed. "They
are a matter of factual history seen in the light of

12

economics," thls shows h1s ba31c attltude._

A long period: Establishlng ‘the pre-conditlons for take-off

eees..I The traditional society------ Stegnet}on

~ +ee..IT The tran51t10nal society----- Consolidation
A few decades:The crucial process;

N....III The 8001ety in take-off

A long period: Making growth normal and automatlc,

.........

«e.+.1V The maturlng 8001ety --------- Adolescence
++v+..V The mass consuming society---Consummatlon

1Roughly speaking, the economic development of

7 Walt Whltman,Rostow4 "Rostow onAGrowth; A Non—Commun—
ist Manifesto," Economist, August 15, 1959, p. 4LO09.
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period of a century or more during whigh_the pfe-con@itions
for{pake-offhgpe establishgd; a,fgw“depages intouwhigpythe
pake—off ;g_cpmpressed;ugndvg long_perio§ when economic
growth becomes normal apd.aupogatic phroggh-yhewf}uQPuating
years of_su§§a§ned“egonpmic_progygss. More precisely,
' the firsg ap@ the last per;ods consist QfthE stages
each, therefore there are five stages: the traditional
societies in which the inaccessibility of modern
gg@enge puts a ceiling oguprgductivi@y;sthe tran§itional
societies which are cyggte@nonce~a.coup§?y is r;eh epough
to devote more thgn}aboutﬂfiye or ten per cent of its
national income to investment and once a new leading
élite has emerged which has theﬂurge:and scope to begin
building é modern industrial society; the societies in
take-off which start to transform themselves so that
economic growth becomes more or 1esskautomati¢; the
maturing societies in which, dangerqus;yvenoggh, the
imperatives‘of diffgsing the new tgghnolpgyhlosg their
obsessive control over people's minds; and the mass
Qonsuming,societiesuwhich are in some dilemma.bétween three
qptions, high mass consumption, welfare state, or external
expansion. - . i ‘
Professor Rpgtoyfgwthgory“is bgsed upon three
kindsiofwsector.. Eigs@, ppimary grgwth sectors asgociated

with particularly favourable opportunities for inno-



-59- . ..
va§ion and resource dispgvgry. Second, supplementary
groytb~sectors which expand as a response to, or require-
ment of, advance in the primary sectors. Third, derived
growth sébtggs where advance responds to growth of national
égcome,_popglation,.output_and so fg;th,B Tpg main_fe%pg;e
of his dynamics is the theory of take-off which is defined
as follqwsiﬁy _ _ ) S o
"The interval diuring which the rate of investment
increasés in such a 'way that real output per capita
rises and this initial irncrease carries with it~
radical changes in produc¢tion techniques and the
disposition of 'income flows which perpetuate the
new scale of investmént and perpetuate thereby
the rising trend in per capita output.”

7 In this theory we find the bgs;qugharggpgristics
of his earlier work, "The Proqess_gf Economic Growth," in
which he analyses ecomomic development by using six
propensities:‘the‘propensities gquevelqp’quQamgntg%
science1 to apply sqience_to economic egds, to accept
innovatiops,_tp seek material advance, to consume, and to
pave”child;en,5 and divides‘theugrqwth process into two
parts, qamely) the acgomplish@eﬁtrof certain pre-
conditions apq'the development process itself. But the
Prqfessof Rostow of seven years ago and his present

thought are different. _As a matter of fact, he has ... .

..3... Benjamin H. Higgins, Economic Development; Principles,
Problems "and Policies, New York, Norton, 1959, p. 237.

L Walt Whitman Rostow, "The Take-off into Self-sustained
Growth,""Economic¢ Joufnal, vol. 66, March 1956, p..25.7.
"'57 Walt Whitman Rostow, The Process of Economic Growth,
Oxford, Clarendon Press, 1953, p. ll.
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developed his original theory to the utmost extent in
order to make answers to the follow1ng questlons.;k -
k How, and under what impulses, do traditional, agrlcul-
turelLsocieples beglnwmov1ng towards modernlzap;on?‘_
4 When and how does regular growth come to be a built-in
feature c of each ‘soclety? o _
& What forces drive this growth along and determine
its contours? |
& How should the traditional society react to the intrusion
of a more»adyenced power?
';;;With cohesion, promptness ¢ and vigour?
—--By making a virtue of fecklessness?

---By slowly and reluctantly altering its traditional
characteristics? o
& When independent modern nationhood is achieved, how
shoudd the'national energies be used? o
-—;In_externe} egression,hpo rdght old.wrongswor to
exploit new possibilities for enlarged national
power”
---In completing the politlcal victory of the new
natlonal government over reglonal interests?
‘_-;-In modernlzlng the economy? M §
X Once the take-off is successfully achieved and growth is

under way, how far should the aim of diffusing technology

and maximizing the rate of growth be modified by the



desire to increase consumption per head and welfare?

& What relation does the relative sequence of growth bear

_ to outbreaks of war?. . - : B -

& When technological maturity 'is reached, and the nation
has at its command a mo@ernized industrial machine, to
whaplenQSuenonld it be put, and .in what proportion?

---To ‘increase social security, through the welfare
state? )

---?o expand mass consumption into the range of
dnreble consumer.goods and of serv%ces? 7

--;To gain stature and power on the world scene by
military adventure?

--=To increese leisure?

% Where is compound interest taking us?

-;;To communlsm°

--~-To the affluent suburbs?

5--To destruction?

---To the moon?6 o _ N
_ Benjamin H. Higgins writes that Professor

Rostowts conception of the stageshof gnowtn does conres;

pond roughly to the data and general information about

economicMQeyelopment‘ovaar;ous countries,“nowegegodifg;eult

the dating of these stages may . be.7 In replying to this,

6 Walt Whitman' Rostow, W"Rostow on Growth; A Non-Commun-
ist. Manlfesto,“ Economist, August 15, 1959, p. . h09 i

"7 Benjamin H. Higgins, Economic Development Pr1nc1ples,
Problems and P011c1es New York, Norton, 1959, p. 237.
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Proféssor Rostow says, in surveying the broad contours of
each stage of growth, we are examining not @ere;y-the_
sectoral structure of economies transforming themselves,

but a succession of strategic choices made by whole

soc:Letles.8

[

_ With respect to this point, W. Arthur Lewis gives

us a supgrp gg;ggrgphgiin his "Theory of Economic Growth.“

"Every economist goes through a4 phase where he is-
dissatisfied with the deductive basis of economic
thedry, and feéls sure that a mich better insight
into economic proéess could be obtained by studying
the facts of history. The instinct is sound; yet
the enthusiasm$ o6f this phase seldom sSurvivé any
serious "attempt to get to grips with thée facts
of "history. This is becausé there are veéery few
facts 'in the rélevant senses. We mean by this,’
in"the first instance, that it is only for a few
countries and for very recent perioeds that any
adequate quantity of historical records exists;
and even when there are plenty of records we can-
not 'always bé cefrtain exactly what "happened. We -
meéan also, more significantly, that the facts which
would inteérest the theorist are not what happened
but why' it happened; and while history may record
what happened, it is seldom able to record why it
happened.™

2. The Process of Development
o - No two of the countries are alike, and the i
problems of ecogqmig'deve}opment are shaped_ip eachmby its

resources, its.culture,. its history, and its. pOlltlcal

-8 Walt‘Whitman Rostow, "Rostow on Growth; K Non-Commun-
ist Manlfesto," Economist, August’ 15, 1959, pp. 409-410,"

9 “W. Arthur Lewis, The Theory of Economlc Growth, London,
Allen and Unwin, 1955 p. 15,
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institutions. Nevertheless, we have a general recognition
that there are common elements in-the growth patterns of
various ppgnpr%es. E;qussor Rostow_foymulates tpe“procgss
@fMegogom;E growth into five stages which are "a matter of
factual history -seen in the light of economics."
(i) The Traditional Society ) 4

The traditional society is qharagtgy?geq“by the
e;i§tgﬁcg q?mg Qgi;%ng on prodpcpivity. It contains an
economy mainly agricultural, using more or less unchanging
p{qductipn methods, saving and investing pyqduq;ively
little.moredpyap ;§‘geqq§retho meet deprepiation.

. ‘Food prgduction absorbs‘more than gevepty-five
per‘pent_qf the Wg;king’fopce, soclal hierarchy.is 7
rigid, social values are limited, religious feasts and
ceremonies, monuments anq'wars“cgnsti§gtg thg_greatgr‘ggrt
QfAconsumptign, @a@ily and glan cognegtioggnplay a large
role, and po;ip;gal power is extrgmg}y regional.

10

Professor Rostow says as under:

#Implicit in these characteristics is the need for

a many-sided transformation before growth can be -
established ahd lead on to maturity. A predominantly
agricultural society must be transformed into one’
predominantly occupied in industry, communications,
tradé and services., --- Man must come to regard

his physical environment not as virtually a factor.
given by nature and prov1dence, ‘but as an ordered
world that can be manlpulated in ways which yield

IU WaIt Wﬁltman‘Rostow, "Hostow on Growth; A Non—Commu-
nist Manifesto,™ Economist, August 15, 1959, p. 410.
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To be concrete, a society mustforient>its

commerce and thought to phe ngt@on, Phe propensity to

have children must decline, income above munimum levels

ofvcopsumption must be_Spenp op_trangportatignz ?Qucation

and industry, and people must come to be valued for

their individual ability to perform increasingly special-

ized functions. What is important is that some of them must

be well advanced before growth can set in at all. We

cannot expect any simultaneity or sequence in these

(ii) The Transitional Society S

) The trapsitignal soqietywis_the pr9c9§s*of

establishing pre;cgndiFions for takeégff,.lIn most

general case the achievement of preicondition§ requires

major change in political and social structure and in

cgltgral va%ues, w@iphqa;g the matter og the\prppensities.

In another_case the pre;¢ondipions are initiated by a

narrowly economic process, that is, by the high levels

of welfare whigh can be aghieved'py exploiting land and

natural resources. This is a matter of the yields.

3 The formula of growth to beqome self;sustained

can bg‘exglaingd economically by usipg the rate of”invest;

ment gndmthgwstock of capitgl»pervcapita. According to

Professor Rostow, the economic difference between a

traditional and a modern society is a question of whether



3 - 65 -
its rate of investment is low relative to its rate of
population growth or not. Under five per cent of netionel
income is low and over ten per cent is high. In order to
raise the rate of investment, the manipulation of modern
technology, the introduction of inventions'p;odgctively
into the capital stock, the preparation for lending
money on long term to back the innovating entrepreneur-
ship, and the opportunity to educate the people to
operate an economic system, are needed.

"Capital formation is not merely a matter of maximi-
zing profit; it is a matter of ad society's effective
attitudes towards science, applied science, and
risk-taking as well as the adaptability of the
working force. --- Of special importance here
are the problem of increased productivity in

agriculture and the extractive industries, and the
problem of social overhead capital."ll

~ We must watch the facts that agriculture and the
extractive industries make up accessiblé natural resources.
The increase in productivity needs a great amount of
working capital which must be financed by increasing
output, loans, capitalwimpertsi and the_unexploiteq‘baek;
log of innovations. 'Agrieulture must supply gore'goods

to meet the rise inugopuiation, more markets for the

future leading industrial sectors, more sources of pexetion

from which the government functions are financed, and more

1oanab1e funds to the modern sectors._ 8001a1 overhead

TIWalt Whitman Rostow, "Rostow on Growth; A Non—Commu-
nist Manifesto," Economlst August 15, 1959, p. 410,
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capltal whlch takes a long time to be brought up, and
yielqs_the oyera}}wgetgrns to the community as a whole
alt@qugh it ‘is lumgy, muist occupy a very high percentage
of total inyeétmep@i o o L
“;p"the_non-eqonomip side of the pquconQit;op§3
a new lgadipg_élite thmsupergeﬁgvthe Qld“landvgwnefs gpd
build an industrial society, xenophob@c nationalisg which
is the strongest motive force to be moderniggd!‘a demon-
stration effect which has two sides in the cglogial world
;f-tpe positive»typer@egonstrates thekregl effegtivelpower
of an ability to wield modern technology;uphe‘negative
type creates an accumulating resentment against more
industfialized foreigners, and the movements of the
soldiers, the politicians, the merchants and the intellect-
uals, take the major roles. "The soldiers bring much more
to ppe job”than”resgntmgnt“of foreignmdqm;pa§§gghor dreams
of future national glory in battle," the politiciang drive
home the triumph of the centre over the regions, the
merchants find in modernization the prospect, and the
intellectuals bring about social, political and legal
reform because they see in modernization ways Qf_ipcreas;
ing the dignity and value of human life for individuals

and for the natlon as a whole.
" Finally we must say ‘that, in the period of pre-

condltions, the most important thing is the establishment
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of an effective modern government which is capable of
Qrganizing tpgunapiou so Ehgg‘uuified”cqmmercial_mgrkets
deelqpf é tax and fi§cal system to divert resources |
into modern uses must be created, the stock of social -
papitglwmusg bg assured, and the radical chauges in
productivity in agriculture and extractive industries

must be brought about.

(iii) The Society in Take-off

o During the stage of take-off the country- makes
t@e.cpgplex transition to a pos;tlon“whgre‘suspgiged
909uq@i¢ g;ow;h becomes pqssible. MIn‘his origina1
publication about the theory of‘take;off, Professor

Rostow defines the take-off as requiring all three of the

following cond:i.tions~12

"(a) A rise in the rate of productive investment
from (say) five pr cent or less to over ten
per cent of national income; ’

(b) The development 6f one or more substantial
manufacturing sectors, with a high rate of
growth; .

(¢) The existence or quick emergence of a political,
social and institutional framework which exploits
the impulses to expansion in the modern sector
and the potential external economy effects of
the take-off and gives to growth an on-going
character."

The rises in rate and productivity of investment,

and self—relnforcement of the developing process are

Growth," Economic_ Journal vol. 66 March 1956, p. 32.
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technological, economlc, pol1t1cal social and cultural

.....

The essential problem is the fact that the prior dovelop-
ment of the society and its economy result in a positive,

sustained and self-reinforcing response to it. The

result is not a once-over change in the production function
or in(tbe volume ofvinvestment, but a higher proportionﬂ
of potential innovations accepted in a regular flow, and

a higher rate of investment.

LW Arthur Lewis describes this situation as
follows:}BL

"The central problem in the theory of economic
development is to understand the process by which -

a community which was previously saving and invest-
ing four or five per cetit "of its national income or
less, converts itself into an economy where volun-
tary saving is running at about twelve to fifteen
per cent of national income or more. This is the
central problem because the central fact of ‘economic
development is rapid capital accumulation (includlng
knowledge and skills with capital). We cannot’
explain any industrial revoliution (as the economic
historians pretend to do) until we ¢an explain why
saving increased relatively to national income."

_ No matter how important it is to analyse the
takeéoff‘ig terms of national income, the proportion of
output invested, and an aggregate marginal oapital;output
;atioi we must consider what actually happens aqg ppe
causal processes at work in a take-off. There is no

sigglewpattern. Stlll as_“a matter of factual hlstory

413‘W.“ﬁrthur“Lewis, "Economic Dévelopment with Unlimited
Supplies of Labour,™ Manchester School of Economic and
Social Studies, May 1954.
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seep_ip the light of economics," we can point out several
aspects. o L M—v ) N
) The loanable funds required to fingncehphg 7
takeéoff cqme‘from two types of sources: fyom sgifts ;p
the céntrq} over income flow, ipcluding,inpg@e-distribution
changes and capital impo;ts? and from thg plgugh-bggg 9£
profits ig«;apidly expand@gg sectors. One gf the oldgst
and most fundamental notions in economics isjthe notion
of economic development ogcgrripg as the result of income
shifts from those who will spend, hoard or lend less
productively po_those who wil} spend or 1end more prgduct;
ively. Ag_a matter of fact, the'supply 9f finance dg;ing
phg“takefoff period has three points:ll+ first, a§va“p?9;
condition, it isgnegessgr& that the community's §ﬁyplus
above the mggs;consumption level does not flgw_intovphe‘
hands of those who will sterilise it by hoarding, luxury
consumption or low;p:odugtivityAinvestment outlays;
second, as a pre;cqndition, it is necessary that institu-
tions are develqped”which“provide cheap apd adequate
working capital; and thi;d?‘as a necessary condition,
it appears that more than one sector: of the economy must

grow_rapidly, and that the entrepreneurs in such sectors

plough-back a substantial proportion of their profits in

“14 Walt Whitman Ros tow, "The Take-off into Self-sustained
Growth," Economic Journal, vol. 66, March 1956, p. LI.
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further producyiye:igfestygnt: o

The existence and suttessful activity of entre-
preneurs are required forgtakg—off,_yith significant
power over aggregate inqgmg giows_and ipdustrial invest-
ment gecisions. The propensity to accept inpgvgpiopg*
erends more or less on gntrepreneur§hip.> Undoubtgdiy,
mostwtakg-offs‘are preceded or accompanieq by radical
changguin aggigultu;al techniques and market organizatign.
A requirement for take-off is a class of farmers willing
and able to respond to the possibilities opened up for
them by newutechniques,lland;holding arrangements,
, transport facilities, and forms of market and credit
organization.m ) _ A '

o Land reform creates two impulseg to Fake;off._
One is the use of the flowlof“paymgnts not from landlords
bup from peasants for activity which encourages economic
development, and another is the use Qf the investment of
the more ente;prising landlords for commerce and industry.
In any case, the feudal landlords suffer a certain con-
fiscation effegt. o o

Capital_formation is aided by price infiation,v
which shifts resources from consumption to profits, Banks
and capital mark§t§ hglp Phi§ shift too.

The existenge of_gqre thgn one gvowing sector,

from which.entrepreneurs plough-back a very high proportion
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of proflts into new capacity is another. necessary

condition. With respect to this problem, the demand side
of the investment process mst be taken into account
because it may be the decisive element in the take-off,
rather than the supply of loanable funds. Substantial
improvements in the machinery of capital supply cannot

initiate a pakefgfff

Forelgn trade 1s an extremely 1mportant source

of plough-back proflts. From the natural resources,

thg expapd;ng_yleld 9f thgsg ingusyylgs f;nggges the_ .

import of capital equipment. Of course, capital formation

is not guarantged by theddgvglgppent“9f$export sectors.
The key role in the take-off process is played

'by the various sectors which Professor Rostow divides

into three parts. 15

"(a) Primary growth sectors, where possibilities for
innovation or for the- exp101tat10n of newly
profitable or hitherto unexXplored resources

" yield a high growth rate and set in motion.

(b) Supplémentary growth séctors, wheré rapid
advance occurs’ in direct response to---or as a
requirement of---advance in the primary growth
sectors; e. g., coal, iron ‘and engineering in
rélation to railroads. These sectors may have
to bé tracked many stages back into the econony.

(c) Dérived growth sectors, where advance occurs in
some fairly steady relation to the growth of
total real income, population, industrial
production or some other overall, modestly"
,1ncrea51ng parameter.A Food output 1n relatlon

15‘Walt‘Wh1tman ‘Rostow, "The Take-off into Self—sustained
Growth,™" Economic Journal, vol. 66, March 1956, p. A43.
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to6 populdtion, housifig in relation to family
formation are classic derived relations of

supplementary growth sectors and changes in demand are
linked to derived growth sectors. It is evident that
primary g?ow?h_secto;s‘always”glay the ggig.pgrt iq §@e
pyocgss_of_gconqmig development.”“Thguestapléghmenp of
cotton texpile‘industries, thg introdugt;og_pf ra};ways,
and the modernization of armed forces can constitute the
leading sectors. ”Somgtﬁmes, raw material industries and
foodstuff industries plgy tpg rolg of leaQing~§ep§or§.u_
- "History is full of—varigty,?land "there is no

one pattern or sequence for the take;off."
(iv) The Mapuyiggv$oc1e9y4

| The take-off requires a massive set of pre-
conditions géing to the heart of a society's economic
organization and its effective scale 9? values. The
rapid growth of more than one new mamufacturing sectors
is a powg;ful“and'gssentialugngine pfwgconqmichevelop;“
ment. _qu tpe takg%off”tp be_sqccessful,_it must‘lead on
prqgre§§ively to’sugtained growth whiqh implieg further
dgqp and slow-moving changes in the economy and the
society as g.whq;e.u o o . o

~_ Although the maturing society is greatly

influenced by the nature of the take-off, we can discover



=73 -

several chayac?erist%cs_of its long, fluctuating story
of sustained economic progress. = .
o d_As“phe economy matures, QYQ?éll capiggliggy“'
cap}tgﬂipgrgages,'the ip;ﬁia;wkey in¢u§§ries“dec91erate
as diminishing returns opergpg,’tpgwpipngg;;gg entre-
preneurs give way to ;ess»single;minded”indgsprigl
leaders, the average growth rate is maintained by a
succession of new growing sectors, the proportion of
population inAruralqpursuits decline§, and the inpgyf
gat@ona}_aspégtsvbgcgmg more ;mpqrpgnt.wvﬂere we must
beﬁca;efnl not to confuse being technologically mature
with being rich. - - )
In this maturing society, some proportion of
the gét;9n§1>igcome is steadily plougped pack into
expanding productive capacity and as technique improves
tpe_strgcture of the economy changes continuously.
It means phgueconqmy may face difficult balancewof pay;
ments problems and mgkes its_terms with‘the rgguirements
| of efficient production. With the lapse of time, the
demand fpr_foreigg capital slackens and domestic savings
become abundgpp:;é o ) - o -
- Professor Rostow emphasizes the importance of

non-economic aspects of the maturing society. 17 The new

16 Walt Whitman Rostow, Max F, Millikan, Paul N. Rosen-
stein-Rodan & others, A Proposal; Keéy to an Effective
Foreign Pollcy, ‘Center for Internatlonal Studles M I T.,
New York, Harper, 1957, p. 48.° )

17 Walt Whitman,Rostow "Rostow on Growth; A Non=Commu-
nist Manifesto," Economist, August 15, 1959, p. 414,




: ) o= Te-
modern glements are in full andwgonfidgnt power, yit@
their opponents in retreat Qf-d;sarréy. Gengral}y, the
powep-qf those yho cggtrol.cggital and technology is not
strongly opposed. But, the situation is neither static
nor decisive. Because of ﬁhree reasons: firstly, a change
in the working force comes. The highly trained techni-
cians‘and professiongls perceiveAthaE/they can achieve
higher reallwages_and greater security although their
real wages are ligely to pe rising. Therefore, the&
maturing process generates @he kind of»socialupr?ssures
whigh enforqe.humane modif@qgtions to ppg progess“of
economic dgvelopment, Secondlyi a”changew§nugh§ gharacter
of the %eadership appears. It is the changing process
from primitivism to the efficient manager of awh;ghly
bureaucratized and differentiated machine. Thirdly, a
qgange in the idganwhich believes in’§he merits pf_'
;gdg§trializapionMinev;tably comes out. People get
tired of the miracle of the efficiency;almighty
society..w

"These changes in the structure, ambitions and outlook
6f the society lead up to a set of searching choices
concerned with future objectives. --- Maturity,
like middle age, is_a time of dangerous as well as
promising choices. "18

(v) The Mass Consuming Society

"History is full. of varlety,“ and "01v1llzat10n's

18 WaIt Whitman Rostow, "Rostow on Growth; A Non-Commu-
nist Manifesto," Economlst August 15, 1959, pp. 41l4-415.
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p:qgr§§§ as g_cpgsgquegce~of response to some challenge”
will not be stggped, however,»wheq’themva}ggg of the
market p}ace and the imperatives of diffusing.the.ggwm )
technology lose their monopolistic control over people's
minds, "what happens gext?““AGngraphy, resources, values
and the political leadership may determine the pattern of
high maturity. :Agcording tQ;Professgr Rostow, the
society has four broad objectives which decide the docial
balance. o o - 3 )

~ First, the national pursuit of external power

and influence; second, the welfare state in which the
allgviation Qf_tpe”busipessucyclglwthe'ing;eage of social
: security, the redistribytion of ;ncqme{ and mitigation
of harshness are given a higher priority; third, the
expansion ofvmass consqmptiog'Levgls_fromubagic food,
shelpg; and clothing to durable consumer goods and servicés;
and fourth, the %nc;ggsg”ini}gi§gret o

N The high consumption comes by no means to an
end, but the balance among these fqur objectiveg-vapies
over time and between‘different societies. _"There is
bound to be variety in}thgwpatterns of consumption that
will emerge as compound interest grinds on and as the
income elasticities of demand, in their widest sense,

reveal themselves in different societies."l9

‘ I9”Walt“Wﬁitman,ﬁostpw,f“Rostow on Growth; A Non-Commu-
nist Manifesto," Economist, August 15, 1959, p. A416.
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When the -people lose thelr 1nterest in gaining
food, shelter and clothlng which have taken up the. life
of most human beings since the beginning of tlme,~"what
happenswpexp"woeeides the arms race end the'threat of
war? Some be;ieve that poverty anoucivilhstréfe are a
necessary condition for a lively human existence. The
great major;ty hope for”bepter solutions.

_ N In the end, it is the problem of a sense of the
community of bumen»qestiny.
"One”thought ever at the‘foreee- ’ - -
That in the Divine Ship, the World, breasting
Time and Space,
All peoples of the- globe together sail, sail,

the sameé voyage, 20
Are bound to the same destination.™

3. Illustrations from Various Countries

' ‘The scientific formulation should be based upon
the“eyente_end probleme of tbe_aotivehworld. Professorm
" Rostow's dynamics of economic development is a matte?uof
factual his;ory seen in the light of economics. I would
like to illusp?ate the economic growth.of thirty;nine
countries through-out_tﬁe World'wiphuspecial emphasis on
what Ppofeesor Roetowuhas useq to formulate his theory.
These illustrations do not intend to cover the whole

hlstory of economlc development.,_,

"20 Walt Whitman Rostow, Max F.. Mllllkan Paul N. Rosen-

stein-Rodan & others, A Proposal Key to an” Effective

Foreign POll;X, Center for Intérnational Studies, M. I. T.,
New York, Harper, 1957, p. 151.




& North America

% South America

% Western Europe

& Africa
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Selection of Countries

— Canada ’
United States
Mexlco
”‘iPuerto Rico)
Paiiama )
(Venezuela)
(Colombla)
(Brazil)"
Argentina
-(Chile)

— Sweden -
Denmark
Germany
Belgium
United’ Klngdom
(Ireland)
France B

-(Switzerland)

"(Ethlo?ia)

(Kenya o
(Belgian Congo)

ﬁ Eastern Europe————————{Z Unlon of Soviet Socialist

& Middle East

éngeria
Southern Rhodesia)

Republlcs

& Asia

— Turkey
—-(Israel)

[— Japan

China =~ '~
(Hong Kong)
(Indo-China)
(Philippines)
(Indonesia)

& Oceania

(Thailand)
(Biirma)
India
(Ceylon)"™
L_(Pakistan)
(Afghanistan)

{— Australia
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(i) North America ..
Acecesso..Canada ~
B.........United States

CoeeeesesssMexico

A
of y
o o
o Q d
UNtTED STATES
o




Confede-
ration
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Canada

- =9 Capitél imports start to represent

I an important increment to

[ domestic capitdl sources

! ;Substantial economitc’ progress

' /' before a truly self-reinforcing
: growth process

| / To raise the rate of productive
| / investment, the significant

| / political & social restraints
: / mst be reduced

I

b,

|

i~

/ _-Due to the abnormally large invest-
,’ ment in railways for a nation

/ -~ of this population, & to relatively
i heavy foreign investment, thé
! gross investment proportion is
I extremely higher than appears to
i mark other period
I sSubstantial railway building fails
| ,/ to initiate a take-off because of
} / the absence of the general pre-
I //- conditlons

/
:ll ,The take-off is initiated by a
% / narrow econoiiic process becaiuse of
r 7 the rich land & natural resources

/ by which high levels of welfare
i can 'be achieved

|
- -7L' A sharp relative rise in export

y prices & large new capital imports
create a newly favourable inter-
national environment

_---—18,000 miles of railway line

o=~ ——--$1 billion net balance of foreign

indebtedness

The take-off is aided by the world

: rise in grain prices. This rise
-Take—off makes attractive the laying of
vast railway networks.
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S - . [ L.

-1910- : Export of grain is“a source of

== tTake-off  ploughed-back profits -
- : Foreign capital flows are
~n I important &s lumpy overhead -
e S N capitdl construction, of long
First ) == AN gestation period, is required
World War! «= Y
T ~The development of railroads
I, serves to enlarge the export
' " Sector which generates capital
-1920- for internal development
Great :
Depression-l930—
-~ |High mass
- consump-
ro- tion
- : l9h0—
t
Second ! ~--
World War -

-1950- [Maturity

_—— The era of high consumption is still

—m gathering momentum. The pattern
- of consumption depends upon the

income elasticities of demand in
~-1960-~ their widest sense




Napoleonts
Invasion of ==

Russia

‘Monroe---

Doctrine
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United States

.
- an

~1790= - —-———=- Thé'pfe-conditions are explicitly

- ! built up S

- : - The creation of the pre—conditlons
P is an economic & techriical matter,
-1800- comprising thé building of social

— _ overhead capital & the finding of

- an economic setting in which a

= shift to industry is profitable
-1810-

---—-—-—-—----The industrial boom

To raise the rate of productive
-1820- investment, the significant”
- political & social restraints
- must be eliminated in the South

——
—
-—
-

- TTT=- There is no impact of an external

- challenge

':-';-—--—-—--—-—-The tariffs on -
: cotton textiles | R
-1830- L They play an
s » | important role

. T - | in the take-off

—— sThe tariffs on |

= /) rail iron 2

- 1T sharp relative risé in export

- ! / prices & large new capital imports

- vy create a newly favourable inter-

- )/ national environment
-1840-~ /

el

- Export of grain is a source of

- ploughed-back profits

—- The upshot is marked by railway

- & manufacturlng development

- mainly confined to the East’’ "

e e while the West & the South dlgest
© == |Take~off the exténsive agricultural’
-1850-~ expansion of the previous decade




~1850-

Crystal -=\
Palace =~ ==\

Exhibition == \

- - \

- gz -
o The upshot is marked by a heavy :

-Take~off inflow of foreign capital, while
the gréat railway push  is carrled
éut into the Middle West

Foreign capital flows aré impor-

\ tant "as lumpy overhead capital”

\ construction, of long gestation
\ period,” is required

\ Capital formation is aided by

\ pricée inflation which shifts

~1860--
r o~
e —
Civil Ward --
f -

P
— - —

European ==

\ resources from consumption to
\ profits

\ L e

—-r-——=--The economy is run by men who know
] \ wherée they are going: Confident
! \ period - o B
)The post rallway—buildlng Age of
/,’ Steel starts

—uey

Slump e e THé Pennsylvania & Mid-Western -

coal-iron complexes are brought
to life

The rate of developmént, relatively
to the United Kingdom, is raised ~
becaise a"big backlog of unapplied
technology is available
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-1900- The rise of steel is the central

symbol of the movement to
maturlty in the _post- rallway age

T. Roose-I" ~
velt c

The process of moving towards )
- maturity generates the kind of
social pressures which enforce
humane modifications to that
process

- - [ [

A shift of social objectives, rather
than a drastic reallocation of
resources, is brought about

-- The progressive income tax, which

is the most revolutionary of all

forms of econdmic policy, is
accepted. Big business curbs -

‘ itself or is curbed. The trade
Progres-< -- unions ‘are explicitly given the
sive Era right to organize. The federal
banking system is created;, partly
t6 exercise a ‘degree " of control

o T over the business c¢ycle. The

-1910- Maturity public interest winé new recog-

nition in the policy of conser-

vation, national parks & reser-
vations.

—me n v —— — — — - ———— —— o —— ——

I
l .

|
|
t
|
|
| o
: """"""" Theé mick-rakers: the doubt of
| industrial maturity

I

f

The so-called Large View fails to
- take hold"

The resources increasingly flow
- into the dimensions of consump-
tion

First
World War

r

The trend of high mass conSumption
is damped by the rise in urban
living costs

r--_--_J
.
!

-1920:;_
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~1920~4 The trend of high mass consumption
becomes palpable. The egalita-
rian bias & the traditional high
wages make the trénd decisive

- - The rise 6f 4 new middle class:
T the era of the profesSional ™
tHigh mass technicians & the white & blue
consump- collar” workers =~
tion The people flow to the cities & to
- the suburbs
The rise 6f thé automobile
A" vast migration into new single-
TN ~ family houses in the suburbs,
TN filled increasingly with radies,
-\ refrigerators. & other gadgetry
\ of a society, ‘whHose social )
\ mobillty & productivity have -@ll
\ but wipeé  out personal service.
o \ Food consumption is shifted to
- \ high grade foods’ ’
‘T. Dreiser: the doubt of industrial
maturlty
Great T -
Depre581on U Eainitt The Great Depre331on breaks the hold
: -1930-Q of a generation of political lead-
N ers whose desire is to re-create a
\ pre-1914 normalcy. It brings to
N power leaders who install a version
\ of the welfare state

: related directly to the stage of
F. Roose-"""°7 N growth. When investment comes to
‘ be céntred on industries &
services based on expanding
consumption, full employment is
needed to support full employment.
Unless consumption levels press
outward, capacity in c¢onsumers'
goods industries & those supplying
them will be under-used, & the
impulse to invest will be weak

. . . o
: “The Great Depression: "its length is
|
t

~—==---The industry is stabilized at a
lower level

Sécond i

World Warl- l9b0—
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19uo- L __-The contours of the social welfare
state are rounded out

i
|
|
i
{
Second |
World War o : o
| /A resumption of the boom of the
] | 1920s, with a resumed march to the
| | outer suburbs & a resumed exten- °
] / sion ©f ownérship for cars, refri-
. 'f o gerators & gadgets ~ :
L """ *] The &conomic growth can no longer"
- 'High mass continue to be based so heavily on
consump- the diffusion of standard consumer
---—1tionl durables. - In all sectors growth
curves are-subject to long run
/ decéleration
h The prospect, to tldy up the situa-
/ tion a llttle & enjoy the benefits
' of affluence with a four day work-
/ ing week, is altered by the
/ decision to have more babies. The
/ consequent changes in the age
/ structure of the population & in
/ the rate of family formation are
/ of major economic significance

|
|
|
i
I
|
i
|
{
[
|
|
|
/
| ,The society is less affluent than
! /) it looks

: / The peoplé behave with curious new
| /| obsession with family life,

| /! privacy, do-it-yourself, getting
] / away in caravans & motor boats,

: /| & writing impioiisly about the

i / Organization Man

' .

|
[
!

1 The era of high consumption does

s o not c¢omé to an end, because

/ effective demand is sustained.

/ Combined with the cumulative

deficit in''social capital & the

/ cost of the arms race, the in-

-- / crease in the ratio of depen-

/ dents to producers is likely to

_l link a vigorous expansion of -
=T output with a degrée of auste-

SR rity at the level of private

-1960- consumption
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Mexico
First : - T
World War1 o A series of revolutions
| L
-1920-
Great =~ - < - ' ' .
Depres51on-1930- ‘ ,The development of modern cottont’
,” textile industries in Substitution
- | e for imports marks the pre-take-off
o % period
S e ~
— g1 Political stabilization ~ =
- Nationalization of oils & minerals
e == e mm————— Revival of foreign investment helps
: 19&0- the take-off
Sk
Second 4 --
World War, =-=- T T
i &= |Take-off
L -
-~1950-
-— The economy is one of the underdeve-
- loped countries which have passed
- through the take-off process
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(ii) South America N
%.........Puerto Rico
%.........Panama - .
ﬁ.........Vgnggug;a
g.........Cg;ggpia

t.:f......B;azil )

p.........Arggntina

ﬁ.........chile

‘///PUERTO Rico

YENEZVELA



- A

First

Great”

Depresslon-1930

Second
World War

1
World War{ =-

L"'W

.o
— -

l_"-.'..
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Argentina
f\“~-substaﬁtia1 railway’ building fails
- mm————a \ to initiate a take-off because of

'\  the abséfice of the general pre-.
\ conditions™ " 7”7 o
M large qiantity of foreign capital
\\\ 1?gort does ‘not 1nit1ate the take—
~_ .0

-1920-—-—, “<The War stimulstes ‘the ‘growth” of

r---
i
|

- ——

—=—-——4 war-time block-

I the modern sectors whlch tend to

! slacken aftérwards- -

r——--The economy seeks to return to a

I pre-l9lh ‘normalcy”

| . To 'raise the rate of prodiuétive ~

' investiment the significant politi-
' cal & social restraints must be

: reduced

]

—_—————— A sharp fall in -

terms of trade | T

: +The challenges
which require
thé rapid™
development™ of
manufactured
import sub-
stitutes

N\ age of foreign :
o trade - T

\The sustained take=off is inaugu-

ratéd with the structural VlCl-

&ake-off §8itudes of the economy
—————— Consumption goods produced in

substitution for imports play
the role of leading sector

The economy is-one of the underdéve-
loped countries which have passed
through the take-off process



- 39 -

& Puerto Rico The" economy attempting take-off wheéere
' largeé injection of "American funds in

substruction as"well as in industry
takes "place, & the apparent .savings &
investment rates come’ to Over five per
cent of net national product.
Whether the take-off will be success-
ful remains to ‘be seen.

# Panama The economy attempting take off, "where
the apparent savings & 1nvestment rates,
1nclud1ng limitéd net capital imports,
come to over five per cent of net
national product. ‘
Whether the take-off will be success-
ful remalns to be ‘Seen.

# Venezuela ‘ A large quantity of foreign capital
import does not initiate the take-off,
although it contributes undoubtedly
to creating the preé-conditions.
The €conomy ‘has been for some time an
'enclave economy,' witha high invest-
meht rate .concentrated in a modern~
éxport sector whose growth does not
generate general ecofiomic momentum in
the economy, but in the past few years,
the economy may have moved over into
the category of economy experiencing
an authentic take-off.

# Colombia Growing economy, where the apparént
sav1ngs & investment rates, including
over ten per cent of net national
product.

¥ Brazil The economy is one of the underdeveloped
countries which are in thé midst of the
take-~off process. The rate of develop-
ment, relatively to the West, is raised
because a big backlog of unapplied
technology is available.

& Chile The economy attémpting take-off ‘where
savings & investment rates, 1nclud1ng
limited net capitédl imports, come to
over five per cent of net natlonal
product. T
Whether the take-off will be successful
remains to be seen.



(iii) Western Burope --
E.coeveeo..Sweden
Fff"-"'°DeQTQE?

Heoeeooon .Belgium
ﬁf:.,.....Ire}gnd

J.. ...... .Frgnce

. Switzerland

Unitep Kingoom

SwepeN

DenmMAaRK

GeERMANY

FRANCE SwiTzeRLAND
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Sweden

Congress - : - .

of Vienna w=-w-—-q-——-- The great transformation starts,
- | no warfare interrupts the
b { economic progress

-1840- A history of prégréssive libera-
e lization of government & of
- economic development
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-1860---r—-—--The openlng of British & French

e ] markets for timber creates "
! a newly fa¥ourable internatio-
y nal env1ronment

e _-The take-off is inltlated by a

~=- ," narrow economic process of the

R el ¥ich land & natural reSources

e by which the high levels of
T welfdre can be ‘achieved =~ 7
-1870- The introduction of. the railroad

- plays an important part in the

- take-off

e Export of timber & pulp is a’

S source of ploughed-back profits

- Foreign capital flows are impor-
- tant "as lumpy overhead capital
- construction of long gestation
- v period ‘'is required’
© =='' [Take-off H, Ibsen(Norway): the doubt of
-1880- industrial maturity -
- The timber industry, built on the
- steam saw, plays the 'role of = -
“- leading sectors because it invol-
- ves ‘the application of modern
Lw process1ng techniques

- ,»The ‘turnirig point into maturity

— L7~ theé beginning of a phase of
T e differentiation of production.
-1890-4 - A depression is marked by a sag-

- , ging of the’ export markets. -

= fThe take-off is a surge in output

L lin a few sectors. It is in the

on Inature of investment that these

- | séctoral "surges should be over-

- ldone. It then becomes necessary

== N | for the economy to re-group, fe-

== N iallocate its résources, & resume
TS N | growth in new leading sectors. - One
~1900- N :of the measures of whether take-

= . j off "has been achieved is a society's

- s, tability to redeploy in this way

- “The positive response takes place.
- A shift from timber into woodpulp,
- from the export 6f unplanned to
- planned board & to matches

I ettt The“NOriand”ores'begin to be
-1910- exploited by modern methods
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-1910- }---u—-The economy moves sharply towards
I the welfare state, basically
I bacaisé it is not agrarian in its
-t 3 political balance, & there is the
' great weight of socialist doctrines

First '"*F - & ideals within the indiistrial”
World War{ - working force & among 1ntellectual
i == leaders )
L ==’ There 'is a surge from pig iron into
T highly refined steel & engineering
-1920- - industries

! Hydro-electric powér is exploited
| laying the basis fora highly ~
' skilled electrical industry which~
- L is to help the railways to convert
== -9 | ~~__ to eléctricity from coal
I “The economy faces severe problems of
: reconstruction & readjustment, & it
INe does not proceed straight away into
Great” = v == X the'dge of consumer durables
Depression-l930-\Matur1ty\The only period of normal prosperity
==\ which restores 1913 levels of out-
: \\\ put. "This failure to expand cor-
e \ N responds to a failure to make the
—= w . logical move into the nérmal stage
- W\ N of growth beyond maturity
- \ The Great Depression breaks the hold
- N of a géneration of political lead-
- \y\ ers whose desire is to re-create a
P ‘A pre-191k mormalecy. The rise of the
i =194,0-N ‘C\ new regime imposes a quite differ--
: - \ \\ ent set of imperatives. Rearmament
Second 4 L= \ \\ becomes a factor. in the recovery
- \ \Imports are substituted by domestic
- \ manufactured goods
_—— \ 'The economy is ready for the welfare
e \ state or the age of durable con-
- . sumer goods
- The lag in the shift to the road can
be accounted for by lack of capital
-1950‘ 7 77 for road building, by the monopoli-
| High mass stic power of the railways & the
-s : Consump- pressure of the _government
[

~

]
!
f-7—*4

tion ;

- p|e————-- —The technical, political & SOClOlO-
e -t gical obstacles are cleared away &
- the society behaves in a remarkably
—— "American"™ manner
- The pattern of consumption depends

: & on the income elasticities of

-1960- demand in their widest sense




Congress e
of Vienna -

Prusso- = ==
Danish War --
-1850-

- 9% -

Denmark

Formation of a modern national
state

-1830---_,' Clee'%elatiénsHip to the other

European nations

The pre-conditions are actively
establishéd by introducing
modern techniques
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L Take-off

- 95 -

The end of subsistence economy

_~—The shift to meat & dairy products

reinforces the development of a
manufacturing sector in the eco-
nomy as well as provides a major
source of foreign exchange, because
it involves the application of
modern processing techniques’

H. Ibsen(Norway): the doubt of
industrial maturity
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-1910- L -~ —-—-The sociéety moves sharply towards
: : the welfare state, basically
- i because it is not agrarlan in its
: i political balance, & there is the
! great weight of soc1alist doctrines
- & ideals within the indistrial
: working force & among intellectual
- leadérs
- ,/The economy faces severe problems
- , of "'reconstructioii & readjustment,
«1920= - —— / & it.does not proceed straight
/ away into the age of consumer
/ durables
,/The only period of normal prosperity
_s" which restores 1913° levels of out-
e put. ~'This failure to expand cor-
responds to a failure to make the
logical move into thé normal stage
of growth béyond maturity
----- The Gréat Depression breaks the hold
i of a generation of political lead-
] ers whose desire is to re-create a
: pre-1914 normalcy. The rise of the
| new regime imposes a quite differ-
I ent set of imperatives. Rearmament
- r\\ becomés & factor in the recovery
|
|
|
|

World War

N l———'-——-‘ )
|
{

]

]
—————

~

[} [}
1 ¥
}
m=<--
_N

I
L

Great =~ = Tea'
Depre531on-1930-..-_

“The government begins to create an
environment of greater prosperity.
Then income elasticities of demand
express themselves in a dispropor-

1-1940~ tionate rise in demand for consumer
: - durables & services

Second 4 -- Becausé of the lack of strong egali-

== tarian bias & traditional high

: - wages, the worker takes slowly to

- o= the idea that the gadgets, travel

-= & other services are really for him

- /The technlcal political & sociolo-
- ,/ gical obstacles are cleared away &
-1950——-1 - the society breaks out into the
—- |/ phase of durable consumers'’ goods &
- y/ services.” The society behaves in
: I a remarkably "American™ manner
|
1

e The era of high consumptioh is§ still
- gathering momentum. The pattern
“e of consumption depends upon the
: income elasticities of demand in
-1960- their widest sense



Congress -
of Vienna -=

T T =1850-
Crystal == <
Palace ™ =~ @«= Y
Exhibition ==

A nationalism based on past humili-
ation & future hope makes the pre-
conditions. Junkers & the West
Germans share one solid common
conviction théat they have a stake
in the creation of an independent
modern state

— e e e (PN -

—~-The introduction of the railroad is

—
-—
——

- the strong initiator of the take-
of f - A cnanhieintt el g
N The enlargement & modernization of
AN armed forces constitute a leading
AN sector
AN
AN . .
Ny ] ) A L
‘Thé post-railway-building Age of
I Steel starts
LTake-off
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~1860-| -+ ~° The rise of 'steel is the central
- L Take-off symbol of the movemént to
- maturity in the post-railway age

-1870-| : ‘

== =1 The Ruhr coal-lron complex is

| == | brought to life
Eurdpean | == -~ F—-—-- The cofifident periody the economy
Slump |- ; is run by men who know where

| == I they are going

| - '

- The rate of development, relatively

| - to the United Kingdom, is raised
Blsmarck'ﬁ»---' because a big backlog of un-
Concess- = 1880- ~ applied technology is available
ions | S~ ' ‘

| -- ~The process of moving towards
Bismarck-4 == maturity generates the kind of
Era b= social pressures which enforce

| - humane modifications to that

} —- process

.

' - o

1~ 1890-

~1900-

~1910- Maturity
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-1910- Maturlty,The economy moves sharply towards
“- L' 7" the welfare state, basically
i because it is not agrarian in its
v political balance, & there is the
== great wWeight of SOCiéIist“doctrines
~- & ideals within the industrial -~ ~
: ' working force _& among 1ntellectua1
- leadérs
—e sThe economy faces severe’ problems
" / of recoéonstruction & readjustment,
-1920-----‘ / & it does not prOceed’straighﬁ”away
- P/ int6 the ageé of "tonsumer durables”
- | / _The 6nly period of normal~ prosperity
-= |,/ " which restores 1913 "levels of out-
- ;' / put. This failure to expand cor-
L, responds to a failure to make the
| logical move into the normal stage
: of growth beyond maturity
== The Great Depression breaks the hold

First
World War

A r--..l —
r
1

Great c=AZ Ty of a generation of political lead-
Depre351on-l930— ers whose desire is to re-create a
- pre-191L normalcy. It brings the

- breakdown of the system implicit in

- the Versailles Settlement & creates

-- the regime which opts for a quite

- : different use of the potentialities

- of mature economies; military

- expansion

- The lag in the shift to the road can

be accounted for by lack of capital

-19#0- for road building, by the monopo-

“e listic power of the railways & the

- préssure of the governments, by the
| == later start with the concept of the
I == mass produced car for the mass °
Lo market, by the shortage of cheap

- suburban housing sites )

— Because of the lack of strong egali-

= tarian bias & traditional high
ST wages,, the worker takes slowly to
=1950-1~~-4 the idea that the gadgets, travel

- I & other services are really for him

- e -The technical, political & sociolo-

- L gical obstacles are cleared away &

-~ |High mass the society breaks out into the

-= consump- phase of durable consumers' goods

- tion

Second -
World War

' The era of high consumption is still
-1960- gathering momentum
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Belgium

Congress -
of Vienna -

-1830~-———————- Formation of a modern national
- state

Co The perpetual neutrality is
-1840- guaranteed

== |Take-off Great strides in the mining
' ' ' industry promote the take-off
Crystal -

Palace’ -
Exhibition ==
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-1860- The rise of steel is the central

- symbol of thé movement to
- maturity in the post-railway age

—
- I
N |
oo
-1870- |
-~ '
European - |
Slump -- :'
- |
- : The rate of development, relatively
- | to the United Kingdom, is raised
C - | because a big backlog of un-
-1880- I applied technology is available
- |
- -———The rapid industrialization of the
- | economy leads to labour unrest
- |
- !
—— I
) |
S
~1890- |
o l
- |
- {
-- |
— |
- l
- |
— |
C e {
-1900- |
o
-- |
== |
-- [
- |
- - ‘
- |
. |
-d



First r -

World War4 --
|

t.
t-—-

-1920- -—

/

- = |\,
- 1,1
- Vo

I

1/
|

N\

|
——— | 7/
|
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--The economy moves towards the

- welfare 'state, because it is not
agrarian in~its political balance
& there is the great weight of
socialist doctrines & ideals
within the industrial working -
force & amohg intellectual leaders
;The economy faces severe problems
¢/ of reconstruction & readjustment,

/ & it does not proceed straight

away into the age of consumer
durables

,The only period of normal prosperity
which restores 1913 levels of out-
put. This failure to expand cor-
responds to a failure to make the
logical move into the normal stage
of growth beyond maturity

Great == —"d—s————-The Great Depression breaks the hold

Depression-1930-——-

FlQhO-
Second 4 -
World War, ==

L

_1950_--

1

. . '

-~
|
|
i

—————g————
/

Vd

of a generation of political lead-
ers whose desire is to re-create a
pre-191L4 normalcy. The rise of the
new regime imposes a quite differ-
ent set of imperatives. Rearmament
becomes a factér in the recovery

~~The government begins to créate an
environment of greater prosperity.
Then income elasticities of demand
express themselves in a dispropor-
tionate rise in demand for consumer
durables & services -

Because of the lack 6f "strong egali-
tarian bias & traditional high
wages, the worker takes slowly to
the idea that the gadgets, travel
& other services are really for him

,The technical, political & sociolo-
7 gical obstacles are tleared away &
the society breaks out into the
phase of durablé éonsumers' goods &

services. The sociéty behaves in
a remarkably "American™ manner

The era of high consumptioh is still
gathering momentum. ~Theé pattern
of "consumption depends upon the"
income elasticities of demand in
their widest sense



South Sea
Bubble

3 _»-7\’103> -
United Kingdom

~1720-
-1730- ——q————"The development of the cotton-
- | textile industry starts
- : explicitly
- |
-1740~
-1750-—=+ The pre-conditions are very fully
Sp | developed. Progress in a number
- : of industries are considerable
- | throughout the eighteenth century
- | & the social & institutional
- : environment is propitious
- | '
—- '. . ,
Ve L - ---Substantial earlier progress before
-1760- : a self-reinforcing growth



American
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i There is no impact of an external

! challenge on the industry

: The creation of the pre-conditions
i is an economic & technical matter,
i comprizing thé building of social
: overhead capital & the finding of
|

|

{

an economic’ settlng in which a
shift to industry is profltable

-+ =———j———-—-The Black Country coal~fron complex

;.1770_

Revolution -~

The ™
Younger
Pitt

ro_-

I
l
|
{
|
(
(
3
I
|
(
|
)
1
|
l -—-— v
|
|
!
|
1
:-1800—-
|
|
!
|
|
|
_

| is brought to life. Exhaustion of
charcoal supply creates a need of
shift to new industries in new
districts

|

l--~The substantial improvements in the
| banking system do not initiate a

| take-off

|
-

The original sector of primary
growth is cotton textile which is
large in relation to the whole
economy, & of which evolution is
consequently a massive fact with
wide secondary repercussions on
the development of urban areas or

T the demand for coal, iron; &
tTake-off machinery, for capital & trans-
port. Its technological develop-
ments 'bring a’ sharp reduction in
readl costs & priceées, therefore,

-- tap a source of effective demand

for rapid expansion

The steel industry rises from the
\ railways & the railways arise from
\ the requirements of cotton textile

-

\
N The take-off is based almost wholly

\ oh domestic sources of finance
Capital formation is aided by price
inflation which shifts resources

from consumption to production
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Higher -~ —————-——The economy is run by men who know
Corn Laws - I where they are going: Confident
- : period
- |
-1820-
~1830-
-18h0—-——~T——-—The process of moving towards
) - | maturity genérates the kind of
Mines Act  -- } social pressures which in turn”
-= | enforce humane modifications to
- ' that process

Ten Hours -

Act | -
' -1850-
Crystal -~ --Maturity
Palace -
Exhibition ~-- :
- | ' ST I I
R - The Golden Age of Victorian Indust-

rial Prosperity. "The post-railway-

{
o building Age of Steel starts
1



European -

Slump -
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The relative rate of the develop-
ment slows down, because only a
rough approximation to the new
technology created in the previous
year is dvailable. The late =~
comers have a big unapplied back-
log of technology available

,’The Fabian Society: the doubt of
s+ industrial maturity

The econdémy does not move faster
from technical maturity into the
age of 'high consumption, because:
(1) maturity is a mattér of virtu-
osity & the spread of technique on
the supply side. The real income
pér capita rises, but in the form
of more & better food, clothing,
housing, public utilities & trans-
port. The bicycle boom begins the
age of consumer durables, but is
then interriuptéed by the wars. -

(2) the country is a major indust-
rial region in the world ‘economy.
Capital & manpower are drawn to

the point of expected higher pri- -
vate yield & real wages. In spend-
ing capital abroad t¢ open up farm-
ing territories or building rail- "
ways, the 'economy obtains invisible
imports in the short run & cheaper
supplies of primary goods in the
long run, bit it benefits mostly
the whole world trading area.

(3) the timing of the stages of
growth is affected by intervals
when resources are devoted to war,
diverted to go6ld mining, or wasted
because public policy fails to -
créate the conditions for a regular
movement forward
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-1910-
First r - -
World Ward_ ;a-—-_«r-——suThe process of moving towards’
ﬂ - , maturity genérates the kind of
L == | social pressures which in turn’
Lloyd™ o4 === | enforce humane modifications to
George's |-1920- i that process
Reforms |, = !
. =
R G. B. Shaw: the doubt of indust-
- rial maturity
Great == +a'<-eewee—ee—---The Great Dépression breaks the
Depression-1930- hold of a generation of political
~- , leaders whose desire is to re--
— créate a pré-1914 normalcy. It
- brings to power governments that
- build prosperity of a sort on’
- housing, the devaluation of 1931

- - & Empire Preference

-~ [High mass
r ‘ consump-
l9hO- tion

-

!
Second 4 .-
World War

1
|
!
H

,-The technical, political & sociolo-
-1950-q-—— ,7 gical obstacles are cleared away &
L - y; the society breaks out into the
phase of durable consumers! goods
& services. ' The society behaves
in a remarkably "American" manner
The era of high consumptioh is still
- gathering momentum. The pattern
- of consumption depends upon the
-- income elasticities of demand in
. their widest sense

- - —
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France

Congreéss -
of Vienna el

-1820- An agricultural economy

 July Revo--1830- The close rélationship to the
lution - United Kingdom makes the take-
_ . off early

. -Take-off

-1850-
Crystal -
Palace == |
Exhibition == N

‘-l- \ .. - '\’:v‘ ‘ RN -, . - . - .
- “\The ‘post-railway-building Age of
-- Steel starts




European
Slump

-1910- Maturity

= 109.- o

The rise of steel is the central
symbol of the movement to -
maturity in the post-railway age

The rate of development, relatively
to the United Kingdom, is raised
because a big backlog of un-
applied technology is available

The "social structure & the family
pattern hinder the economic
growth -~ - o

Lack of coal-iron complex is a -

fatal cause for a slow economic
development



First
World War

Great

-1910- Maturity With stagnant populatlon, a five

e
: i
'

-1920- -

- llO -

] per cent investment rate yields
| substantial growth 1n real out-
! put -per “capita

—=————- The ecofiomy moves towards the .
wélfare state, because it is not
agrarian in its political balance
& there is the great weight of
So¢ialist doctrines & ideals’
within the industrial working -
forcé & among intellectual leaders

,The economy faces severe problems
,~ of reconstruction’& readjustmént,

/7 & it does not proceed straight

away into the age of consumer
durables”

——The only period of normal prosperity
which restores 1913 levels of out-
put. This failure to expand cor-
responds to0 a fdilure to make thé

e
N\

-
/ l"‘"ﬁ

Depress1on—l930- ~< logical move into the normal stage

Second -
World War

r

'

!
A

|

|

]

]

L

~1950-1--~

~

~. of growth beyond maturity

~The Great Depréssion breaks the hold
of a geéneration of political lead-
ers whose desire is to re-~create a
pre-191L4 normalcy. It brings to’
power a Popular Front government.
The rise of the néw regime imposes
a different set of 1mperat1ves.'
Rearmament becomes a factor in the

-1940- recovery’

The lag in the shift to the road can
be accounted for by lack of capital
for road building, by the monopo-—
listic power of the railways & the
pressure of the government, by the
later start with the concept of the
mass produced car for the mass
market, by the little availability
of cheap suburban housing sites

i - e ms -~ - - ~

—---——Thé technical, political & soc1olo-

A gical obstacles are ¢leared away &
-High mass the society breaks out into the ~
consump- phase of durable consumers! goods
tion

The era of high consumption is still

-1960- gathering momentum
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& Ireland In-the eighteenth century, making a
virtue of fecklessness, the oppressed
Irish reéact to the intrusion of a
more. advanced power. -
The economy is regarded as the pre-
take-off society, where the population
pressure is geéenerated not only by the
easy spread of highly productive
measures of public health but also by
the easy acceptance of high-yield new
crops, permitting a fragmentation of
land-holdings, earlier marriage & a
rise in the birth rate. -

% Switzerland The economy relies almost wholly on
the skill, motivation & energy of the
people. The impetus comes from
handicrafts and tourism.
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(iv) Afriga o -
#é:f'-°'--Et§iQPia
#..:......Kepyg.m o
#.é.......Bg}gigp Congo
#......;..N;geria;

Keeeeeooe.d0uthern Rhodesia

ETHLO0PIA

NIGERIA
KenyA

BeLgian Coneo

o) e

SouTHERN RHooesia



& Ethiopia
# Kenya

% Belgian Congo

& Nigeria

& Southern Rhodesia

- ]_.13 -
The pre-take off economy, Where the
apparent savings & investment rates,
including limited net capital imports,
come to under five per cent of net
nationalnproduct.

The pre-take-off economy, where the
apparent savings & investment rates,
includlng Iimited net capital imports,
come to under five per cent of net
natlonal product. -

savings & investment rates, 1nclud1ng
substantial het capital imports, come
to ovér ten per cernt of net national
product, but the 'domestic pre-condi- -
tions for sustained growth have not
beén achieved. The etonomy, associated
with major export industries, lacks

a political, social & institutional
framework which exploits the impulses
t0 expansion in the modern sector.
Currently, a large quantity of foreign
capital import does not initiate the
take-off, although it contributes
undoubtedly to creating the pre-condl-
tlons.
The enclave economy, where net capital
1mports are large.

The enclave économy, where the apparent
savings & investment rates, including
substantial net capital imports, come
to over ten per cent of net national
product, but the domestic pre-condi-
tions for sustained growth have not -
been achieved. The economy, associated
with major export industries, lacks

a political, social & institutional
framework which exploits the impulses
to expansion in the modern sector.
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(v) Eastern Europe

KieeveosoooUnion of Soviet Socialist Republics

WPL7N e

Qe

o



Napoleo
Wars
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Union of Soviet Socialist Republics
-1790-
- -
' -
] [

~= L1800~

nic }B \

==\
”Fi'r\
1810~ \
- \

qm————e

r--

A séries of military intrusions
- / & defedts are the great engine
- /  of change



Ru8so- “ﬂ

Japanese
War

_1860-

- }15 -

_--The pre-conditions start explicitly

—— ~———r" The traditional coalitions among

the commercial middle class, the
| more enterprising civil servants’
! & soldiers share one solid common
! conviction that they have a stake
| in the creation of an independent
! modern stite - .
E /The substantial economic progress
" // before a truly self-reinforcing
] ; growth process = ~
: / K. H. Marx: the doubt of 1ndustr1al
L/ maturlty -
L, . - S
1/ The substantial improvements in the
} banking system do not initiate a
take-off

|
| .
! /The introduction of the railroad is
i / the strong initiatéor of a take-off
g Tariffs are imposed. They play an
./ important role in the take-off -~
| / The takeé-off is aided by the world
b/ rise in grain prices. This rise
!/ makes attractive the laying of

v vast railway networks

I A sharp relative rise in export

I prices & large capital ‘imports

l create a newly favourable inter-

! national environment

/
/

/

/

-1890-~—- Export of grain is a source of

ploughed-back profits

m—————— Foreign capital flows are important

as lumpy overhead capital const-
ructlon, of long gestation period,
is required

The substitution of "‘government
bonds. for "the great” landholders®
claim on the flow of rent payments
redlstributes income into the hands

I Take-off material advance & to accept
o innovations”

Industrial output as a whole
iricreases on the average at about
eight percent per annum

The enlargement & modernization of
armed forces constitute a leading
sector
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: -1910- Take-off With its multlple impact on growth
| == the railway finishes the take-off-
( -h Coal, iron & engineering surge to
b e meet the expanded home deménd. The

- - Baku petroleum field exparids to =
First 1t &= its natural limit & the Ukrainian
World War-d —- coal-iron complex is brought to
L - llfe

e The economy is run by men “who' khniow
~1920 | Where they are g01ng---Conf1dent
== j périod: the broad pattern of
- . / economic.growth under the commun-
- I ist leadérship

e | A"drivée-to maturity: thé process
- / of industrial differentiation ~
oo “- / The post-railway age: the agé of
Expulsion - =- / steel, machine tools, chemicals

of Trotskyr - ————— & electr1c1ty

-
Great™ 1 == == : jThree special aspécts:
Depre551on'l930- i / (1) The government damps the rise
First Five e : / in’ consumption & concéntrates on =

Year Plan : -= /| capital formation & military items,

|
{
i
- - : | egiving a disproportionate emphasis
Ay to the metal using industries as
-= by opposed: to hou31ng, textiles or
:, / transport. ~ (2) Despite large
i/ capital outlays in agriculture,
p ! collectivization damps productivity,
! (3) The surge to maturity comes
1 wheén the backlog of accumulated
technological possibilities in--
clude developments. in aeronautics,
electronics & atomic energy

Sécond -4 ==
World War

The rate of development, relatively
to the West, is raised because a
big backlog of unapplied technology
is available

Stalin's -~ - The process of moving towards

Death - "7 maturity generates the kind of
==  Maturity social pressures which in turn
- enforce humane modifications to
- the process
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(vi) Middle East

K.ovev....Israel




_ r ==
First | ==
World War1 i

L ooe
-1920-~
Great

Depression—l930-

r
fe

s

Second %
World War

Su0-

_vl}gu_

Turkey

- M —————— Against the background of industria-

lization, the take—off is inaugu-
rated”
Consumption goods produced in
substitution for inports play-
the role of leading sector

-Take-of f

The economy “is oné of the underdeve-
loped countries which have passed
through the take-off process

_.-Renmarkable inc¢reésasé in agricultural
- income & productivity
I It remains to be seen whether the
I take-off will constitute a tran-
| sition to self-sustained growth, -
& whether the society can overcome
its structural problems




& Israel

- 120 -
The economy relies almost:  wholly on
the 8kill, motivation & enérgy of -
the 'people as well as on huge gifts
& investments, from the United States
& world-wide Jewish community.
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(vii) Asia .
M.........Japan
sre2rerseChina
ceeeneenn Hq‘;}g Kong .
++ess..Indo-China

.........Pp}}ippipes

Bl S R e

........Inqggegia

.........Thai}and

eeseesesBurma

..QCOOCOInd-ia‘

.......ngispanw‘

T -
Q
4]
“«
l._l
o)
e}

«escosAfghanistan

Pakis TAN

AeGHANISTAN GOl | Hong Kong
2% PHiLippiNES

INDo- CHINA

Fﬁ;qlaf .
INDONESIA
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Japan

e I
Opium Warg-lBAO-\
LoD

N
- ;>Their demonstration effects cast
-— J/ the die
/-‘- // -' . -- . - . - - . .
T e S The trarisitional coalition bétweéen
-1850- the Samurai & the grain merchants,
“ T e 7 who share one solid ¢ommon con- -
Admiral -— s viction that they have a stake in
Perry's =~ -- the creation of an independent
Seven Black -- modern state
Ships P T o B '
- » Agricultural dynamism alone cannot
- lift the economy into take-off.
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-1860- With cohesion, promptriess & vigour,
- the Japanese react to the intru-
-= sion of a more advanced power

- /Capltal formatlon is"aided by price
-= / inflation which .shifts Frésources
== /! from consumptlon to production
- !’ The take-off is based alimost wholly
- / on donestic sources of finance
: / The substitution of government
1870-—-1 / bonds for the great landholders!'
/ claim on the flow of rent payments
/ redistributes income into the hands
/ of men more ihclined "to seek
material advance & to accept

i
!
|
l
- } innovations
I
|
I
il
|

_—~A"whole séeries of new industries

~= 5 -~ take hold, initially sparked by
o government initiative, but turned
1880— - ~ over to privaté enterprise as new

men -emerge ready to carry respon-
- sibilities & risks
-~ ——_——— — The take-off is built on railway,
e on shipbuilding, on cotton, on
- : 8ilK cultivation & manufacture, on
== coal & pig iron, & finally on a
- o surge -of military outlays helping
- o to build up the engineering
Meigi Erat -- - tTake-off industry

|-1890- T '
I -— Export of silk is a source of
| - ploughed-back profits. Moreover,
|
|

—-—c—-—q—-— ‘——_-——————-—-----——a‘

: - the silk industry plays the role
Sino- ~

e ee of leading sector, because it’
Japanese .L involves the application of "'modern
War —- processing techniques, & because

- of its secondary effect which
- requires for uniform high grade-
-- yarn in developing modern produc-

-l900--L\ tion techniques
- ~~<Modern industfial sector is still
_ small & largely dominated by

i

|

i

I

I

|

|

i

|

| - textiles
l

i

i

|

1

- 1910-
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-1910- The remarkable purposeful forward
| == surge to maturity, in which a
- - relatively narrow array of
- natural resourcés is harnessed
- -- by a diligent population to the
First 1 == best that modern technology can
World Ward —e—o_ offer, is broiught about
boea T —-<World Wir I StimulateS the economy.
- == The modern industrial sector
ST starts to fan out into Cchémical™
-1920- fertilizers, steel, & electrical
-= equlpment
. ~The Great Depre531on ‘breaks the-
-= , hold of a generation of political
- / leaders whose desire is to re--
m , create a pre-1914 normalcy. It
“= s brings about the regime which
B - 7 fosters military expansion
Great’ T e T N T
Depre331on-l930--——a—---Thé engineering industries come
- into their own, under the stimulus
~- of Manchuria & of war outlays &
- preparations. The value of out-
- put in metals, machinery & ‘
- chemicals comes to outrank textiles

-
:-l9h0- Maturity

Second

in a remarkably "American" manner
-- | The era of high consumption is still
~- - gathering momentum. The pattern

- 7 of consumption depends on the

-- |[High mass income elasticities of demand

- consump- in their widest sense

©e=" | tion
-1960-

!
&
World War: --

|

| - - -

-1950-—--1 _-The society breaks out into the
- I~ phase of durable consumérs' goods
- },’ & services. The society behaves
- '



-

First | -

World War4 -=- -
| -
l— -

-1920-

Great
Depress1on—l930—

- -
:-l9h0-

Second 4 -

World War: -

!

Communist r --
Regime 4 1950—

i} r "".' 7
First Five] --
Year Plan 1 -

|
{
L. =

- 125 -

Chlna -

By slowly & reluctantly altering -
its traditional characteristics,
the people réeact to the intrusion
of a 'more- &dvanced power )

The population pressurée is gerierated
not only by the easy spread of high-
ly productive measures..of public -
health but also by the easy accep-
tance of high-yield new crops, per-
mitting a fragmentation of land-"
holdings, earlier marriage & a rise
in"the birth rate i

Substafitial railway building fails
to initiate a take-off because of
the absence of the general pre-
conditions

The developiient of ‘modern cotton -
textile industries in substitution
for 1mports marks the pre-take- off
periéd’

,The economy attemptlng purposefully ’

j to take-off under the national plan
 The First Five Year Plan: the agri-
;  cultural policy may fail to produce
/ the minimum structural balance
/ required for a successful takeroff,
/ réquiring radical réevision of invest-
/ ment allocations & policy obJectlves
/ at a later stdge
/ /A1l non-governmental pools of capital
/ / 1is systematically transfertred into -
/ the hands of the state. It is draw-
;7 1ng heavily .for capital resources
;] oh the mas§ of peasants
Ny Exports to the communist bloék wrung
at great administrative & human cost
[y from the agricultural sector, are
!y ' a source of ploughed-back profits
// The enlargeément & modernization of
/ armed forces constitute a leading
/ sector '

The rate of”deVélopment,‘relativelym
to the West, is raised because a -
blg backlog of unapplied technology

-Take-off is available

We' cannot judge whether the take-off

-1960-

efforts are successful or not



First {
World War-: -
|

Great ‘
Depression-l930

, -y
-1950-/

r—-

First Five' -
Year Plan l -

r--
1
1

/
/ The First Five Year Plan: the take-

The development of export sectors
doés not create capital formation
becaiise their proceeds are used to
finance bullion imports

Substantial reailway building fails
to initiate a take-off because of
the absence of the general pre-
conditions

The development of modern cotton
textile industries in substitution
for imports marks the pre-take-off
period

/The economy attempting purposefully
to take-off under the national plan

off is defined ex ante in natlonal
product terms ’

The Sectoral comp051t10n of the
process is not fully worked out

To fulfil the full réquirements for

take-off, the achievement of indust-

rial momentum is needed

;To a limited extent, the economy
relies on income transfer by the
routé that a certdain confiscation

effect affects the feudal landlords
and the real value of the government
bonds_ethangeq_fpr_}and depreciapes

The rate of devélopment, relatively

to the West, is raised because a =
big backlog of unapplied technology
1s avallable

 Take-off The economy is one of the underdeve-

loped countries which aré in the
midst of the take-~-off process -

We cannot judge whether the take-off

efforts are successful or not
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The economy relies almost wholly on
thé skill, motivation & energy of the
péople who have pérformed a kind of
economic rope trick, climbing into-
industrialization with virtually no
visible means of support.

The pre-take-off economy, where the
apparent savings & investment rates,
including limited net capital imports,
probably come to under five per cent
of net national product.

The economy attempting take-off, where
savings & investment rates, including
limited net capital imports, come to
over five per cent of net national
product. Whether the take-off will be
successful remins to be seen.

The pre-také-off economy, whére the
apparent savings & investment rates,
including linmited net capital imports,
probably come to undéer five per cent
of ‘net national product.

The pre-take-off economy, where the
apparent savings & investment rates,
including limited net capital imports,
probably come to under five per cent
of net national product.
The enclave economy, where net capital
imports are large.

The pre-take-off econonmy, where the
apparent savings & investmént rates,
including limited net capital 1mports
probably come to under five per cent
of net national product.

The pre-také-off economy, where the
apparent savings & investmént rates,
including limited net capital imports,
probably com& to under five per cent
of net national product.

The pre-take-off ecoriomy, whére the
apparent savings & inveéstment rates,
including limited net capital imports,
probably ¢ome to under five per cent
of net national product.
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(viii) Oceania

Peveeeoens Australia

AusTRALIA
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Australia

A sharp fall in -

A war-timeé block-

terms of trade | - o
tThe challenges
which require
the rapid ;
development of
manufactured
import sub-
stitutes

age of forelgn
\_trade J
<\---—The take-off is initiated
N by ‘a narrow economic
N process because of the

-Take-off| "~
. High Mass ™ rich land & natural
~.consumption | resources by which the

~

\ high levels o6f welfare
| can be achieved :
~_ 'Méat industry is a substan-
~_ _tial manufacturing sector
~ Consumption géods produced
in substitution for imports
play the role of leading
sector
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. These case studies carry very important impli-
cations for tbday. The variety of sectoral patterns in
the d;ive to maturit& nggég emppasis in the world where
so many nations are seeking take-off.
i+ [Yery few nations have been endowed with'a
Pepnsylvania, a Ruhr,w§ B1§cg,09unpry o?"a:Ukraingi“ M9§§
pavg some garrower range of natural resources. Some_musp
rely almqst_whol}y on th§5§ki111 motivation and energy of
their_people. However, the minds of phe 1egde;§ of the
visions of the Ameriqap, German and Russian patterns
raphgr than t@e”probably more relevant Swedish and

Japanese patterns.



CHAPTER IV.
THE APPLICATION. OF PROFESSOR ROSTOW'S INTERPRETATION
1. Policy Views -

2. Criticism of the Marxian Standpoint

"The best decisions are neither bought nor
sold. They are the pesult of disagrgement;
where the last Wor@ is not 'I a@mitxyou're
right,' but 'I've got to live with the
é. o. b., haven't I?"

~-=Charles Curtis
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IV. The Appligation of ProfessorwRostow's Interpretationf”.

The past is on top of us and with us a}l the time,
and there is on@y one way gf‘mastering it,‘pyaknpwing pgw
these things have come to be. ?rgfesso; Rpstowfs dynamic
thgory which hglps to gnderstapd.thgir nature, cpa;agter,
and their correlation to_the_presentvrgal;ties“of“life,
ultimately gives us cogent ideas to provide §“p§}igy
perspective on wgr;é economic dgvelop@egtv and to. counter-

poise the Marxian interpretation of economic dynamics.

1. Policy Views i
o - -In a process of modern development, first the
United.Kingdpqz then‘France,*Bglgiu@l the Un;ted Stapgs,
Germagy!“Sqédep? Denmark, Japan, Canada, Australia and
the Union of Soviet §ocigli§§”39pupiic§»have matu:ed
economically. Mexico, Argentina and Turkey are likely
to be the followers.‘mChina, India gndAYqu§;avig‘may
come next. Burma, Nigeria, the Belgian Congo, Southern
Rhodesia, Colombia, Bolivia and Ecuador are not far
- behing the forerunners. Puerto Rico, Panama, Venezuela,
-Peru, Brazil, Chile, Iran and the Phi}ippingsvare gctually
attempting to "pake-ofﬁg? and eyep‘couggries now in the
' "Preftake-offﬁ §page,»sg¢h”as ;gdo%@hing, Thailanq,"
Indéngsia, Ceylon, Pakistan, Afghanistan, Iraq, Egypt, -

Ethiopia, Kenya and Ireland will sooner or later achieve
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their "take-off." -
| In sixty'years' time, the world ought to contain

many ngwly mature nations who_areqablg to apply to their
resources the full range of science and technology.
Compound interest will continue to operate in the mature
societies, however, for the first time the arena of power
will be likely to become truly global, With respect to
this situation, we have to face two difficult problems.
On the one hand, it is a question of how to understand
and how to deal with that greapyempirg;-éthe Unioh of
Soviet Socialist Republics. And on the other hand,
it is the problem ofhhow to dealﬂwith a number of
countries which are presently underdeveloped but are
certain to become mature. _ )
(1) The Union of Soviet Socialist Republics

- Technically, structurally and psychologically,
the Union of Soviet Socialist Republics is nowadays
regdy for the ageﬁqf”high masg_consgmphion, Whigh means its
dangerous age. Seven ‘years ago, Professor Rostow
explained the situation as under.1

"Without change or conflict at the top of the’

Soviet structure we can expect no dramatic overt

reflection of those forces, all of which have

arisén from the dynamics of Soviet evolution but

lie outside the'capabilitles of "the regime wholly
.to. control .. The stability of Sov1et policy since.

T Walt Whitham Rostow, KIfred Levin & others, The
Dynamics of Soviet Society, Center for International
Studies, M. I. T., New York, Norton, 1953, pp. 258-259.




- lBh -

the m1d-l930's is art1f1c1a1 It represents a
complete short-térm tactical sucéess in maintaining
the pattern of Soviet rulej but this success has
been achieved by holding- 1n check or frustrating
forces and attitudes which are not diminishing but
are probably gaining in strength as a secondary
-consequence of that pattern of rule. '
It would be dangerous to underestimate the capabili-
ties of the Soviet regime to maintain domestic
order so long as it maintains & minimum unity at
the top, and, in particular, so long as the secret
police continues in eXisténce as an effective agent
of the regime. Nothing in this analysis justifies
aii easy optimism concerning the timing of a thange
in the Soviet system or concerning the process of
transition. Nor will such change necessarily and
automatically work in the interests of the United
States and common humanity everywhere.

On the other hand, it is important to recognize the
existence of these deeper forces and to take those
actions which would maximize the ¢hange that their
ultimate coming into’ play ¢tontribute to the develop-
mént of a more peaceful and stable world, and thus
accord with our own interests.

_ In respect of both the start of their take-off
and their arrival at maturity, the Sov1ets are about flve

decades behind those of the United States.2 By capltallzing

2 For the sake of the full understanding of this
problem, the following articles must be réferréd to:
U. S. Congress, Trends in Economic Growth; A Comparison
of the Western Powéers and the Soviet Bloc¢, A study pre-
pared for the Joint Committee on the Economic Réport by
the legislative reference 'service of the Library of =~
Congress, 1955. U. S. Congress, Soviet Eeccromic Growth:
A Compdrison with the United States, A study prepared for
the Subcommittée on Foreign Economic Policy of the Joint
Economic Committée by the legislativeé referencé sérvice
of the Library of Congress, 1957. G. Warren Nutter, Msome
Observations on Soviet Industrial Growth," Américan-
Economic Reviéw, vol., 47, No. 2, May 1957 pp. 618- 630
G. Warren Nutter, "Measurlng Productlon in the U, .S, S.
R.; 'Industrial Growth in the Soviet Union," American
Economic Reviaw, vol. 48, No. 2, May 1958, pp. 398-L11:
T. 5. Khachaturov, "The Economlc Effectlveness of" Capltal
Investment in the U. S.”S. R.,;";.V. Aboltin, "Economic
Aspects of "Peaceful Coexistence of Two Soc1al Systems,"
American Economic Review, vol. 48, No. 2, May 1958,
pp. 3068-392.
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on a big“unappliedlbacklog pf techgologyzMphgy_@avevbeen
dgye}oping_at enormous speed. Their gcqngmic strengph
and potentiality must be very great, because to reach their
present maturity they havénsurmounped‘theﬂdiffipﬁlties of a
traditional society with intractable problems of land
tenure, ag_illiterate serfdog, gver-popu%ation on the }gnd,
the lack of a\free-wheeling.cqmperc;al @i@@}g c%ass?“ang
a cglpurg which initiallyhplacedvg }gw premium on modern
productive e9onomicmactiv;§y. Morgoyer, they have done
thi§‘workwwith lgw per gapéta éonsugpgipn,magain§pwahi“V“
background ogwthertyo World Wars gnd“thglG;eatApgprgssion.
This rapid and strong economic accomplishment
has been carried out by constraints imposed by the state;
and the\concentration of its investment in heavy industry
and industry related to military forces has made the
development’ppssib}g.“ o ' o -
| Judging from Professor Rostow's theory of
'growth, the Union of Soviet Sgcialisy Republics has been
doing the sgmewthing that Germany and Japan did a gengra;
tien ago, but_poss;bly in a s}ightly 1a?gerAscale. Now
the Russian qugrnmént is cagghP:up ithhemthree;way |
choice:_To gxpand high mass.consumptiqn in@o the range
of durable consumer goods and sgrvices?) To assert thgh
status and power of_the new mature gocigty on the world
scene by military adventures? To enhanée human dignity

énd freedom?
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As discussed previously, usually maturity is

a time of dangerous as well as promising choices. But -

N E

so far as the Union of Soviet Socialist Russia is concerned,

the situation is more serious than ever. Professor Rostow

explains it as follows:3

LN

"Tn terms of the stages of growth, Russia is seeking
to convert its maturity-into world primacy by
postponing the adveiit of high mass consumption.

But it is doing so hot because”its prospects of
victory over the West are all that good; not because

- its Security could not “bé more cheaply and effectively
insured; not because it is"its national interest to
continue the arms race---but bécause communism is
a curious form of society appropriaté only to the
supply side of the growth problem, and likely to
wither in the age of high consumption."

For @aking up a policy forwdealing_with t@is
great empire in the time_qf danggr, twg‘asgecps”should

have,been @aken in@o account. In the first place,~the

Union of Soviet Socia}ist Republics has perfdrmed a
selective_and purposeful feat, in the matter of rates

of growth, by devotingﬂg radica}ly higher proportion of
investment to heavy industryi_but awvarigtyan.forces_are
making for deceleration. _This new phenpmenon can bg ébserved
in their latest figures formprojectedugxpangion.“ In the
sgcondﬂplacg, an enormous, fast;gyowing heavy industry isw
not g_goal in itself, nor“is~itwag intrinsic inteynational
advantage, therefqre the comp9§i§i9n‘9f Pheir output will

definitqu be phgnged. . The al;ocation_of,egonomic.resources

"3 Walt Whitman Rostow, "Rostow on Growth; A Non=.
Communist Manifésto," Lecturés delivered at the--University
of Cambridge, Economist, August 22, 1959, p. 526.
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mpgg ghange’beqause ofﬂthg inf;lpfation_of consumg;s' goods
into“the sogiety._ Then, the economiq structure and thghrates
of growth will move closer to those of the high mass con-
sumption ecgnom%eg, o o A
With this understanding in mind, two policies
are appropgig@e for making the Soviets give up Woqu »
power. The firstwpplicy is to try to make their choice
of attgmpted world dominion so unattrgcgiyg pg'pbe B
Russians as to be unattainable. The second pqlicy,is”to
strive to make the;r choice of a high mass con§umppign
economy as easy gndvas 9atural as ppssible. As a matter
of fact, the W?st must demonstrate certain things, to
persuade the Russians to face the fact of the diffusion
of power an@vépcep§ the stage of high mass consumption.
The West should not let them get far enough ahead to make
a tg@pofary militgyy pesolution»rational, and the West
should help the underdeveloped countries to move into take;

off within tbe dgchr@tic orpit, )

The Union of Soviet Socialist Republics is a
big country to have come to material maturity so late,
but it knows that other big countries are gyaduglly_
qoalegping tgward§'§ingle states. As with the leaders
of Germany and Japan_;q the 1§§t'gen¢§atigpi theyefore,
the leaders of the Union of Soviet Socialist Republics

may feel dimly and resentfully aware that the only
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ratibnal alternative to bidding for world domination wi;l
eyentually be to accept a status as one middling nation-
state among several.“

- Finally, no specially mysterlous attrlbutes‘@g§t )
be ascribed to the Russian economy. From Professor Rostow's
dynamism, it is simg}y a great nation with cgnsiqerable
gp@owmgngs for gyga§%ng modern economyqand society. T@e i
orggnizgpionjs_domestic imperatives and external ambitions
have prpduced a versiqnﬂqf the common experiencg:of gqowth
which is abnormally focused on heavy industry and military
potential. The question is whether the West can mobilize
Russian ample resources pomdo.tyg p§§k§;thgp must be done.
In other words, it is a mat;gr\of'§p§rit,7intglleép{ will
and insight. Whether the policy of the West for releasing
Russian resources to increase human dignity and freedom,
qu@al‘wglfare and integnatignal security, is’bringing
about good results or not, might be judged from the
structural changes in the $ovie§'econ9@y: What should
be watched are the gpgcifigngllbcations of their resources.
(ii) The Underdeveloped Countries - -

- We are in the midst. of a great world tran51t10n
Out31de North America Western Europe, Japan and Oceania
and even in parts of thosehareas, untll‘recentlyfthe paptern
pfwsqgée§y remained essentiglly ﬁixed in tbe‘mqldxof low;

productivity rural life centred on isolated villages.
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Within the past forty years the two world wars and enormous
improvements in communications haye fundamepya}}y alteggd
the perspective of hundreds of millions of people. This

revolution is rapidly exposing_previously‘gpgphepigww

peoples to the possibity of change. The world community

is becoming both more interdependent and more fluid than
the same time it presents both a great danger and a great
opportunity. The danger is that increasing number of
pepple will become convinced that the@r new aspirations
can be realized only through violent changg and the
renunciation of democratic institutions, and since the
gommunists have recognized their opportunities to exploit
thg revolu@ion of rising expectations by picturing gom;
munism as the road to social opportunity or economic
impyovemgnt, this danger is increased by the existence
of communism. _ _ N
Thus, it is an urgent necessity to make up a
policy on the problem of how to deal with a number of
th§~ppe§§ntly upder@gve@opgd countrigs. Wigh respect to
this point we must notice that glthough“gpina might be
, regarded as.one_of the exceptions, her fgtgggldgpenqs )

greatly upon the policy of the West.. The next paragraph%

L, Walt Whitman Rostow, Richard W. Hatch, Frank A.
Kierman, Jr., Alexander Eckstéin.& others, The Prospects
for Communist China, Center for International Studies,

M. I, T., Cambridge-New York, Technology Press of M. I. T.
& Wiley, 1954, pp. 313-314. '
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indicates the situation. :

"A unified, "confident, “ambitious group of men deeply
comnitted to the use of totalitarian technlques have
mastered mainland China. They aré driven oh by =
their intérnal and éxternal ambitions td industridlize
rapidly and expand’ thé modérn uhits of their armed
forces. They are ‘driven ofi by the requirements of
these tasks combined with their ideological commit-
ment to total political control to employ techniques
which may or may not "bé consistent with their aims.
They face in the coming years a decigive passage of
modern history at a time of intense power struggle
in w hich they are caught up two ways: in the Sino-
Soviet Alliance, and in the interaction of China and
the rest of Asia, Thus, despite the unique powers
the Communist regime exercises on the mainland, its
fate rests substantially with the peoples of the
Free World and their government."

At the same time, this policy making is absolutely
important to persuade the Russians to face the fact.of ;he
diffusion of power and accept the age of high mass consump-
tion, because now the underdeveloped countries are the main
focus'of“communist hopes. If the West could be successful
in pughigg_them.into'takgquf within the democratic orbit,
the Union of<Soyiet SoqialisticARepubliqs_wogldwngt be
able to maintain its hope of world domination by communis-
tic military aggression._ o

Any detailed policy to serve the purpose of
developing ppe“gnder@evelqped economies must be based upon
an’undergtgnding of the economic problems these countries
face, and of the possibilities and limitations of the
influence outsiders can exert in helping them to solve

these problems. No two of these countries are alike, and
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the problems of growth will be shaped in each by its
ggsggrpes,“ips cu}tureluit§ history,.an§~i§§PEo;itical
institutiops,_”Neyer§heless, as ;wpgve sugge§§ed,;there
is a rgcognipigq‘thap there are commonwelements in de
patterns of development ofldiffeyggt‘countrigs, posing
common implications for development policy everywhere.

To establish the ppeﬁcgnd;tions of grgwth“and -
to make sure that growth is maintained, the underdeveloped
gouptrigs need cap@tal; and to make effgg?ive use both of
their domestic meagre capital and of capital frqm‘abyoad,

they need technical assistance.

One of the most note-
worthy pointgvén the development policy ﬁpr'phg un@gr%
developed countries in connection with Professor Rqstoyfg
dynamics is that the capipgl and technical assiétance from
phe»developed countries must reflect the different stages
of growth of the pgligy gpjectg. o

The egpnomigs in a "§radipiopal" stage can make
productive use of substantial outside capital only in a few
f;elggwlikert;ansporp, irrigqtion, @inipg, and power. The
amounts of_capital absqrbgd ip agricu;puge gnqvindugpyy_
are very small. The economies in:é "transitional” stage
have more oppgrtugit}eg for prqductive'invgstment, al;'
though thgi?vcapac;ty fgr cgpita% absorption isrlimited.
This capacity depends on such factors as the technical

and managerial capacity available, the size, stability
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and motivapionsvof thglnop-agricultural labour force,
the level of skills and education, tb? development of
markets, thg”state of bag;c~fac§lities fo;ﬁtranspo;t,
commnications, power, and community services. The
economies in the take-off phase have new problems; how
much of its output is the economy willing to sgt"ggide fg;
inyestqept anq how mgch ggniit borrow iq ngpmal igtg;national
gapital markggs?5“ In this matter of the relapionship
between the stages of growth and international as-
sistggqezjgeyera; points have to be taken into account.
Tpg_invespmgpt in the'pyqdpption of raw materials forh
export depends for its p?oduqtivity not on thevdomegtic
market but on the level of demand in internatigggl markets.
The risks of investment in the underdeveloped countries
are relateq_with the gquestign‘of w@ephe; the economy will
grow continuously in the future. As a matter of fact,
nobody can predict when the‘take-off Wil} occur. But as
soon as the country succeeds in takingéoff{"its own output
can generate the_substancg to plowvback ipto its own

capital formation and favourable profit prospects emerge,

so0. that the requirement for foreign capital is reduced. 6

5 Walt Whitman Rostow, Max F ‘Millikan, Paul N.~ Rosen-
stein-Rodan & othérs, A Propcsal; Key to an Effective
Foreign Pollcy, Center for’ Internatlonal Studles M. I T.,
New York, Harper, 1957, pp. 50-51., " .

"6 Walt Whitman Rostow, Max F. Millikan, Paul N. Rosen-
stein-Rodan & others, A Proposal Key to an “Efféctive
Foreign Pollcy, Center for International Studies, M. I. T.,
New York, Harper, 1957, pp. 51-5L.
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Another significant indication which Professor
RQStOW'S theory suggests is that there is a particglarly
critical period”in the process“of economic develgpment
ofcevery country which determines whether the country
will develop into a selﬁfsustained_growth-With expanding
levels of welfare or sink back into economic stagnation.
Thg former case creates phg hope for the‘dgvelopment of
mature democracy, and the latter case induces economic
instab;lipy and political chgos:” This criticgl qifference
between an upward development and a downward stagnation
is often determlned by forelgn capltal a1d -

- No doubt these are not the only thlngs that
have to be cons;dered in formlng the polic1es, because
there are many complex problems. For instance:

“Most important, perhaps, the total problem of East-

West relationships is complicated by deep, often

unconscious, issuesS of race and colour. The intensity

of certain anti-Western and anti-American reactions
of the part of Asians is undoubtedly caused by fierce
underlying resentment of real or believed attltudes

of racial superiority in the West."7

Or,

"Americans generally think of Communism as a purposé-
ful conspiracy to maintain itself in power where it
has already seized power and to expand its power to
the limit compatible with thé security of its existx
ing bases. ==~ It is essential for us to understand
that the Asian image of Communism is very different
_from ours ; and that an effective effort to build and

Policy in A51a Cambrldge New York, Technology Press of
M. I. T. & Wlley, 1955, p. 9.
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eusteiﬁ an elliance mﬁeﬁ“regognize and cope with these
special attitudes of mind."® - o
In summary, then, the Western po}icy.towerds the

qnderdeveloped countries should aim_at making.the dissipa-
tion of the nationalist impu}se in eventual external
aggression as unattractive and difficglt as possible, and
making the_building of the domestic.economy on the smooth
modernigetion of»the society as easy as poegib}e,__For
reelizing these purposes, the needs are:‘mgch capital aid;
a continuing joint organization for epp}ying the aid funds
and for»giying opportﬁnities to che 1eaders_o£ the ugder-
deyeloped countries to be mixed up coéoberatively with the
developed countries' leaders; much tactfulness, because
of the variety of the underdeveloped countries; the
application of a free import policy to their manufact-
ured goods,.by'reason_of the urgency of their search
for markets; and emancipation of colonies.9 Carrying
out these policies is not a matter for one single de;
veloped country, therefore, a new ippernational pertnership
Progrem"foruworld economic grcwch is proposed.'_Jgdg;ng
fromvtheAprevious_etudy of dynamicshof_worlcreconomic _
development, the purposes of this program must be threefold;

making avallable suffic1ent capltal to permit the under-

"8 "Walt Wnitman Rostow & Richard W. Hatch, An American
Policy in Asia,’ Cambrldge New‘York Technology Press of
M. I. T. & Wiley, 1955, p. 10.

9 "The Rostow Doctrine," An editorial comment Economlst
August 22, 1959, p. 512.
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Qeyeloped countries to lggpch“an u}timately»se}f—sus@aining
process of egqnpmic development; gtimulating.anglassisting
the underdgvgloped countries to overcome obgtacles to
their own developmegp other than lack anpagitgl; ggd -
creating a climate of international economic activity in
which the eggggmieg 9£~the geyelgped countr§§§“9fwg9€§pvw
éqericg, Western Europe, Japan and Oceania could continue

to grow.

- e . - L VA . ' - -~

According to Professor Rostow's theory, the under-
developed countries wgulgwbgwﬁivided intovygreg categories.
The countries ip_the>traqitipnal stage ggoulq be foereq -
an expanded volume of techniqal assistgncgwapd such cap?tal
as Pheyhcogld demonsp;ate_phey are ready to use. What is
nggdg@ﬂis pha? the'a;dwwqgld be on a grant basis. The
countries in phg prgnsitiongl_stagg shou}q bg offered
continuing technical asséstance“and as much capital as
they could absorb. As long as tbe_aid meets the agreed
critgria of_prqductivipy, it should be borrowed at
favourable rates of interest on a long;term basis. The
ggunp;ies in takefoff ghould be offered foreign capital,
judging from Fhe view;point of g;edit;worﬁhéqgss, in
connection With intgrngtiong} sources of capital.

_And_with rgspect to these_policywviews, ten
characteristics might be pointeq,ogt: first, every request

for assistance which meets the criteria of productivity would
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be granted; second, it is designed po;provide maximum
;ngenpiyes to the governments Qf themugderdeveloped
coggtr%gs to take the steps necessary to promote degelog-
ment and thus make their countries eligible for assistance;
third, ecpnomic”growth in many counpr@gs would depend more
on the devglopmenthqf absorptive papac§ty than on the
availgbility of capital fpn@sl therefgre3>t@§ program
should proyi@e for thevgxpansionhpf absogptiye_cgpgpity;
fourth, the recipient countries must bgwggnvigceq"tbat
the program does not have narr9wly poli§icg1 or"military
objectives; fifth, it is as important to have agreed
positive criteria of eligibility as it is not to apply
wrong criteria; sixth, sponsorship s@ould be.inter;u
national rather than gatipnal;_seventh, thg‘incentive
effects of @he plan will be much more pronounced_if_it
is applied on a world scale than if it is_limitgd to one
or two regions of tbe world; eighth, §he program will
have very liptle-incent;ve effect_if'it is not agsured
ﬁnderdeveloped countries will establish home indugtrigs
and Will become spmewhat more'sglf;sufficient, they must
not develop as autarchies; and tenth, there_are agricgltural
resourqesrwhich>with\a ;ittle.intelligent planning could be
made to play a much more important part in inpernatignal

effors to promote development than it has done to date, e. g.
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by the productive use of ag{iculturai eurpluses,lo

It seems«tnat:a mugn-exgendeqviong—term_program
of the_oeveloped oountriesf participation in the economic
development of the underdeyeiopeq countries is one of the
fewmconcnete instruments eveilable for echieving the two-
fold nesnlts of increasing the awareness elsewnere‘in
the world thet‘the goelegmespinations, ano_values of the
developed oountries'”peopie arelinmlarge‘part the same as
those of peoples in the underdeveloped countries, and
developing‘viable, energetic, anq confident democratic

societies through the whole world.

2. Criticism of the Marxian Standpoint

» ~ -~ One century has passed 51nce Karl H Marx made
public his great theory Actually it had a validity in a

certain perlod of the world economic history, however, as

J. Maynard Keynes said a year before the publication of

"The General Theory of Employment, Interest and Money,"
Karl H. Marx surely "invented a certain method of carry-

ing on and a vile manner of writing, both of which his

successors have maintalned with fidelity," but we can

dlscover “nothing but. out-of-date controver31alising"ll

10 Walt Whitman Rostow, MaX_F.,Millikan,,PaulfN.iRosen-
stein-Rodan & others, A Proposal; Key tc an Effective
Foreign Policy, Center for’ Internatlonal Studies M. I. T.,
New York, Harper," 1957, pp. 57-69. '

11 Roy F. Harrod, The Life -of John Maynard Keynes,
London, McMillan, 1951, p. 462,
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his theory, which has been ;egarded Ezhg numggr:of people
as a clue to the economic riddle. Still Marxism has not
?eeg el;minaped f;om our contemporary gggnogigs: Now
is the time to make sure that the Marxist analysis is
not a valid theory of society pgt_simp%y furggshes*a part
of the @eghanism for a_th?o?y;of society. SBEhH§ theory
does not now exist. To offset or replace Marxism, Wg_need
a thgory which takes account of the multiple mopiyations'
Qf_human beings, one in which'economic forces, dynamically
interacting over time, help determine other aspects of the
society and g;e»pgrtig}ly determined by themselves.

‘ Prgfg;sor Rostow once wrote: 7 4
"The autﬁor has by no means solved thé'problem of'

but he would argue that the focusing of attentlon
on this problem is an urgent item oni the agenda
of the social "sciences. "Further, its solution
appears essential both for a full understanding
of the process of economic growth in the past and
for the formulation of adequate public policy
designed to sustain or accelerate economic growth
in the many portions of the world where this is
the majority will of peoples and the enunciated
aim of their governments."12

As far as the field_of economics is concerned,

12 Walt Whitman Rostow, The Process of Economlc Growth
New York, Norton, 1952, p. 9. :

137 Viadimir I. Lenin, "The Three Sources and Three”
Conistituent Parts of Matfxism," Capltal . The Communist
Manifesto and-Other ertlngs by Karl Marx, New York,
Modern Library, 1932, pp. xxi-xxvi.” Karl H. Marx, The
German Ideology, 1846. Karl H, Marx, The’ Communist Ma Manl-
fgsto, 1848. Karl H. Marx, Crlthue of Political Economy,
1859.
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~ The fundamental proposition of Marxism is the
so;cal;ed econqm?c or @aterialistic intgrpregation of
history. The general character of the various processes
of life is fundamgnpally depgrmiped by the'mode of produc-
tion in material life. Marxism proceeds to"the conclusion
that the entire history of society is merely a repord»of
class styuggles. Nineteenth;gentury industrialisw had
greatly simplif;ed previousmclass align@eptﬁ&yymsplitting
soqiety into two great“hostilg groups: the bourgeoisie, as
sole owners gf*ﬁhe means pf productipn, and the proletariat,
devoid of all»proquctive forces except their own labour
power and hence at the mercy of the small class of bourgeois
employers. ' The 40@§gant economicuclass, whenever faced by
the_refusal of an outmoded economic class to surrender its
polit%calldominanpe, has been compelled to erect a new
political state of ipé own in'ordgr to consolidate its
economic power. - Marxism regards control of thempolipical
state by Phe dominant economic class as the central fact
in all history:. _ ‘

The qlass struggle ismoriginatgd and kgptAgoing
by the existence of surplus_value. The worker along »
produces all wealth and is rightly eptitled to thg full -
value.of his creation. Marxism reduces all labour to simple
average labour, regards'land as meyely a pasg;ve ggenpAand

capital as the product of past labour. The exchange value
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ofleveryphigg;i§ﬁggte§minedyby_?@e laboug t%m¢:§oc;§l}y:
necessary to produce these products, The workers do not
receive the full value of their labour, but, with only
their labourugower to“offer, rgcgivewfromhgmplgy§r§;n9 [
more @hag enough forupggggr sgpsistepgewand ppe propaga-
tion of the race. Employers on the other hand, are said |
to be pocketing as profits thgwﬁurpluswvalue,mthe difference
between what they pay their workers and what these workers
prpdgge;. Marxism believes explgitatipn in cgpita}i§t B
society taking the form of surplus value, which grows apace
as increasing gfficiency of pgp@gction shpptens Pbgh;§§ogr
time social}y necessary to produgg*thewwgrker§f subsistence.
Industry concentrates into larger and larger
businesg_ug§ts“as_wea}th gnd ipcomg_gome inp{ggsingly into
the hands of an everédiminighing number of people. Pro-
dug?@on increasega but the consuming_powgr pf~theiwgrging
pgpulagion relativgly.decrgases. ”Periqﬁic”depressiops are
for a p%me offset by various expansionist phases ofucgpipal;
ism, but, Wi§h~Phe ering up of both forgign and domestic
markets, society becomes increasingly rent by devastating
cri§e§‘and enters upon a period‘of indgs?r%al‘decling -
%eading_iggxorab;y to thg collapse of capitalism. Asw§he
clasg struggle ?nten§ifies,»the_rich grow fewervand richer,
the poor more numerous and poorer. The increasing number

and misery of the laboﬁring class engenders a militant
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class gggscigusness.' Themprqletar%at §§@per§_and gptacks
the capitalistic system in every possible way. When
conditions have become unbearable, and where constitutional
means oftyefo;m have been of no avail, the workers unite in
a masg_upwising at some propitiogs momentz_overghrgwigg

the ruling class by the use of every method which capitalism
hgs ggp}gyedﬁto preserve itself,/:Cap}ta}@sm,“conpginipg
within itsel@ the sggds“oﬁﬂgts gwpmdestrggtiqn,wsupplie§“
the motive power which brings about its inevitable extine-
tiogfm Witp‘gapitgl;§m overthrownzhthe wo;k;pg“class

assumes ggmplete cppprol.' ?he thk qf reqonstrgct%og is
garrigd‘op_for anwindeterminatg perioq up@g;lthe }egde;ship“
9{ the pro}etarian.Qicyatorship, When,;ﬁinally, the working
classAhas_cqme,to igclude‘the entire“popglat;on,vthis inter-
mediate stage of social@sm evolvesvinto communism, the
comp@gpely clasé}ess §oci§ty,;and civilization has reached
its final stage of development. - o

"?rgfessor Rostow summarises the Marxist thought

in seven propgsitipn§.}h N i o
"(1) A society's political, social and cultural -
characteristics are a function of thé conduct of
the economic process---until the stage of communism
is reached, --=.° o o T o

(2) History moves forward by a series of class
struggles, --<."" " C

(3) Feudal societies were destroyéd when they
.permitted the growth of a middle class ---.

"IL Walt Whitman Rostow, TRostow on Growth; A Non- -
Communist Manifésto,m Lectures delivered at the University

of Cambridge, Economist, August 22, 1959, pp. 528-529.
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(L) Capitalist industrial societiss’would create the
conditions for their own destruction because they
created a worklng force to which- they allocated only

rial capacity would lead to a competitive struggle
for markets, -———

(5) An~ increasingly assertive’ proletariat ‘would ---
be goaded to seizé the means’ of productlon -

(6) This seizure of power would occur in a setting
of disruption caused by impérialist wars ---.

(7) After this seizure of power, productlon ‘would be
driven steadily forward, without crlses, and real
income would expand untll true communism became
p0831ble "

_ There are certain similarities between Professor
Rostow's dynamlce_(themtraditional society, pgewgransitiopal
society, phe eoclety”ln takeeoff,”the mapgring"soclety, and
the mass conau@log society), and the Marxist standpoipt
(feudalism, capitalism, socialism, and communism). By ac-
cepting the facts that economic change has social and ’
polipical efﬁects, and that there is the reallty of group
and class interests Which help to create tpe causes_of wars,
both theories start from traditional or feudal societies and
inquire into tpe process of bulldipg compound lnterest ipto
the social structures. Andzboth indicate the goal of true
affluence in the end, although the mass consuming.society
and communism are extremelyvdifferencf

»mAs Professor Rostow eaid eighr years“ago,_thew
problem of formulating an alcernacive tovthe Marxisc system
ie'aowgrgeoc item on the agenda of che social sciences.
Judging from the preyloos'study, Profeseor Rostowfs dynamics

certainly has a cogent characteristic as a non-communist
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manifesto. ”His bagigugriticism of_Mgrgisp;is related to
the following two aspects. The Marxist hypothesis omits
the role of very long-run forces which have manifestations
inhreligipn and the consciousness gf ngp;onality; and }t
gives an undemonstrated priority and fundamental causal
posit@on’tomecpnomicvmotivations and economic processes
in social and political life.1®.

" Human motivation is the key point of attack on
Marxism., A}thougy‘tye.people“;s a complex unit, seek?pg
power, leisurg, adventure! cont;nu;ty of expe;iegge and
security; concerned with the family,“the values of the
cu;pure; and capable_of‘bging moygd by gpgen§§.ofhcoppec—
tion with other‘human beings, Marxism“finds‘nothing but the
notiqn‘pf_ppofi§ m@;@migationﬂ&g human motivation. The
h;sporicgl background and”Marg'§_personal_experienge made
Marx think that peoplg{s behaviour was not an gct_of bq;angj
ing alternative and conflicting objectivesi However, in the
factual world seen_in/the light of economic§? patterns of
choice, not a ?igid>ipevitapi1ity, are of significance, ‘As
a matter of fact, Marxism assumes that the decisions of a
society are a fupcpion_of who owns property; so capi;alist
societies would cling for ever to the free market mechanism

and private advantage. Thus, Marxism can give no expla-

~15 Walt Whitman Rostow, The Process of Economic Growth,
New York, Norton, 1952, pp. L42-43.
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tax and the Welfare state, énd why the working class joins
in democratic political activities,
"The outcome of social conflict i§ in fact likely
to be 'governed by ultimate conSiderations of communal
continuity. --- "Karl Marx regarded the ultimate .
human solvent as cowardice and betrayal, not as’' the’
minimum condition for organized social life, --- "1
._According to Marxism, economic advag;aggfﬁé. e.
profit maximizgpion, isvphe causenqg wars. But cplonial wars
were fought mainly“becagse of napignal prespige_and power,
regiona; aggressions were.aroused from the di;gmma between
asserting national power on the world stage and consolidating
cggtrgl governmental power over trgditional forcgs in'the
regions, or concentrating og_modernization, and mas§ive wars
weré_gt;g@pted to win_qecisive hegemong in_phe_world arena.
Capitalist §9cietig§ enjoy making strides‘of,egoqggiq growth
withqut beingAdependent upon colonies. Colonialism is
virtually dggd:

] erld'economic development has been tracing the
route of the five stages: the traditignal society, the
transitional society, the society in take;off,‘tpe>maturing
society, and the mass consdm@ng_soc;ety, not only by phe
effect pf profit'motives. ‘As soon as people understand
that they need not die young or liye in illiteracy, there

appear sgme,forces to make this process of development

"16"Walt Whitman Rostow, "Rostow on Growth; A Non=.
Communist Manifesto,™ Lectures delivered at the University
of Cambridge, Economist, August 22, 1959, p. 529.
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inevitable. It seems that societies have behaved in the
most Marxist way ;q thé‘dr}ve to maturity, nevertheless
people do the things ngeded to industrialige a society
not merely to make money, buE to haye power, adventure,
challenge anqyprestige. Marxism cannot explain "phe
ardent striviqgwof men long gfter they had madewmore money
than they or their children pguld conceivably use._"l7
| An industrial reserve army does not seem to have
arisen, and the idea of stagnation of~9ggita%;s@\§s mgde
unrealistic:by rising real wages. Competition does not
lead to monopoly—;—if monopoly develops, it is more because
of the economies of large scale research and development
than because small firms could not survive the market
environment.hmOWipg to trade unions an@ various pressure
groups ériging from the democratic process, wages approximate
to net marginal value product. The Keynesian revolution
@as been making the amplitude of cycles of unemployment
smalle; and smaller througb sensit@ve economic policy.
Since people prefer a prpductivg activity to_leisure,_they
haye'a lot of things to do productively. Therefore, di;
minishing returns are not likgly to prevail. ' '

Where the class struggle is softened{ what is

left.is,hot_a_dpminance.of the profit motive and progress,

17 Walt Whitman Rostow, "Rostow on Growth; A Non-
Communist” Manifesto,” Lectures delivered at the University
of Cambridge, Economist, August 22, 1959, p. 529.
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but a problem of_balgn;e between external assertion,_cgg:“q
solidation of central power, and economic growth. Eventual-
1y, MarxismAassumes"thathoup‘compgund interest appears in
Fhe»perverse form ofvmogntigg profi?s, capable of pging
distributed_in_hig@bgapi?a}@st liying, unusable capacity
and war; but“frofgssor Rostow's dynamics asserts that on
yhe other hand, our cpmpopnd interest would face the choices
between the national pursuit of external power, the welfare
‘state and tpe expansion Qf mass consumption. :
ﬁFinally,_we have to noticenpheufact thgt Marxism

has formidable forcelas a technique of power, because it
could help to establish a system of state‘orgag;zation N
based on politiqal dgperp%nism. In a t;ansitiogal soc;ety,
a_well;disciplined minority can seize powef, whiph me§ns
the éontrol of“tpg army, poliqe,wand means 9f commun;cation.
A centralized dictatorship may supgly_essential pre;condi;
tions for take;off, through setting up confusion and
conflict betweenwpradipéopg}_glgments gnd”mOQernizgrs.

) Tpewmgrxign spandpoint is faulty;and Profesgor
Rostow's dynamiglyiew is_ya%id,‘tq interprgt the world

economic devélopment. But the outcome is uncertain.



CHAPTER V.

CONCLUS IONS

---Prognosis

"Tbe ideas- of econgmists and pqli§ic§} ph@}o-
sophers, both when they are right and when
they are wrong, are more powerful than is
commonly understood. Indeed, the world is
ruled by little else. Practical men, who
believe thgmselveswpq be quite exempthffom
any intellectual influences, are usua};yhthe
slaves of some defunct economist. Madmen in
authority, who hear voices in phe air, are
distilling their.frenzy fpom some acaggmic
scribbler of a few years back. I am sure
that the power of vested interests is vastly
exaggerated compared with @he gfadug} gnc?pach;
ment of ideas. ;-; Soonvor late, it is ideas,
not vested interests, which are dangerous for
good or evil."

---J. Maynard Keynes
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V. Conclusion
---Prognosis _ . w

There is a growing conviction that world economic
development holds the key not merely tousgve'thg W9?1§3
but primarily to save our own soyls.”4Vgryhf§w ppople@§
are_@ore_engggingfand_morg significant than dynamics of
world econogic*ggyelgymegti' o »

To study social reality, it ;g gbso}utely »
important(to approach from the viewpoinﬁ of humap_iQegls,
because our thoughts are directed by a yalugubonnotat§9n.
An enormous numbgrwof thébries have begn:set forth, but
most of them lack cogency, due to the fact that they
emphasize many things that are not true. To speak of
’developggnt'is towassume that.t@e society is“procgedigg,
o€~§§i}§ng to proceed, in a certain diregtion. {Certain
stapdards or_criteria of sugh_developmegtnare not so
simplegthat they'are explaingdnby an economic dynamic S
app;pgch.of a soqiological institutignal apprqach. _Capital
accurulation, economic diversification, balance of payments,
Eecbnglogica} development, popula@ion,rlaboppz_emplqyment,
land distribution,‘pqlopialism, dualism or_plurglism,
‘political affairs and ideology are very important problems
per se; however, differgnt opinions which are founded on
those different bas¢s must become a broad synthetic system

by improving each other. Professor Walt Whitman Rostow
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has been establishing a dynemic“theory with broad under-
standing of existing theories and overall research of
practical fects. - -

As an‘eeongmist, qufessor*Rostow mages a
reasoned catalogue_of the woylg as it is, because ge ~
believes that we must not picture to@gurselves an unreal
world as it might, or ought to be, and make schemes for
it. His dynamic theory of economic growth on a global
basis is based upon faetua} histo?y seen in the light
Qf_ecqnomics. Following an inevitable“preeess of
develepment, all economies in the world have been
tracing five stages of growth. »

o ' Almost two centuries have passed since the
United Klngdom first attempted a take-off. Meanwhile,
Fregeez Be}glum, theLUnlted"States,HGermany,mSweden,
Denmark, Japan, Canada, Australia and the Union of
Soviet Socialist Republics have»reacheq_the“stage of N
maturing society. Mexico, Argeptiqe and_Turkey seem to
have finished the process of take;offzwand China, India
and“¥ugos}eyia are taking;qfflnow. 'Bgr@s, Nigeria, the
Belgian Congo,- Southern ﬁhodesia,WColgmb%a, gglivia_and
Eeqs@er.are trying“tq*take;off, and”Puerte Ricoszenama,
Venezuela?wPeru, Brazill Chile, ;rsn anltbe ?hilippines.
keeg upﬂwith the fererunnerjsf It isﬁebvious that even

Indo~China, Thailand, Indonesia, Ceylon, Pakistan,
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Afghanistan,“lraq, Egypt, Ethippial Kenya andMIrelgpd
wil} sonner or }gygr*ggp out of. the pre-tgke—off stage.
In the mgdern Worlq;thgre will very soon be no entirely
traditional so;éggies“left} ‘ L

The future_neyer resemble§ the past.'~Human
gqowlgdge is §99‘we§gwto tell what“particu;af changgﬁm
to expect. Nobody knows what the future holds. Still
we must be ggided by some hypothgsi§3_be9ause as moving
beings, we are forced to act. Eventually, the assumption
that the future will resemble the past is the chief
determinant on ﬁowwyg act in practice. A

When we know that the arena of social conflict
will become truly global in six decades, and that the
outcome of social conflict is in fact likely to be )
governed by»ultimatewconsiderations pf“communa; contingity,
tpree mgssive current problems should be considereqirhqy
tq_mollifg the dangerous characteristics of the Union of
Soyiep”SopigliSt Republics; how to cope with a number of
_ phe underdeveléped cougpries; and how to clear up the
meaninglessgess of Marxism. The great empire which
stretches out from Europe to Asia has now reachedwi§s
Qapgeroughgtagg,vfacing inevitgble choices. The fate of
those living in'the stage of high mass consumption as
well as those suffering greatly from the inequality of

the world economic structure, will be largely determined

by the nature of the pre-take-off conditions and take-



off ;n the younger nations. The minumum condition“fer”_
organized social life is the u}timate human solvent_that
phe best decisions are the result of disagreement, not

Observing the past economic history of the
world, we might know that the ideas of eeonomists are
veryJ}Qf;uencial whether they;are;right or wrong. Thus,
we must make known the following facts. ;As far as the
underdeveloped countries are concerneq, the path of
development is an uphill*one. However, given the willing-
ness to bear the costs of develepment, apd given the
prerequisites of sociologicel and po}itéqal deyelopment,
the_prespeets forJ@evelopment are hopeful. After the
rate of development is accelerated? the obstacles to
fgrther development may be more easily reduced. _Progessor
Rostow's theory shows that once momentum is gained, the
process tends to be eumulative and each edvagce creates
the conditions fer further advance. As'for the developed
countries, the currenﬁ_institutionalization of many
requirements for Qevelop@ent makes cpn?inued growth .
possible. There canihardly be Seen any signmthat chenges
in the preveiling economie and social structure are under;
mining the present institutionalization of development
requirements.

It is true, as J. Maynard Keynes once indicated,
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that when we wish to put our point of view clearly, we
must sqmetimes pretend to a little more conviction than
we'feel. ] 5
... Professor Rostow!s theory is, at a munimum
valuation, full of interest and application to the present
world; anqwcggtains“mgny fgyesig@ts for the future. I

ggnsideywit may be rapeq Wgchagigpgrlwgs superior to all

Neither Marxism, nor the other non-Marxist views, satisfy
our contemporary value connotations; they are both too
narrow., _ » , o

I pe}ieve phgt“the rich_hgvg as clgar_a duty to
bear the burdens of the poor, as the poor have to bear
their_own,‘bgp the burdens of the poor are born too much

by themselves.



, - - 163 -

3  Bibliography L R

Aboltin, V. YEcohomic Aspects of Peaceful Coexi§tencé of
Two Social Systems.™ Américan Economic Review, vol.
48, No. 2, (May 1958), pp. 368-392.

Adle¥, JohA H. "The Fiscal”and Monetary Implementation
of Development Programs.™ American-Econoémic Rev1ew,_
~vol. 42, No. 2, (May 1952), pp. 584-600.

Bauer;'Peter“T;”and Paish’, Frank W. "The Reduction of
Fluctuations in the Incomes of Primary Producérs.®
Economic Journal, vol., 62, (December 1952), pp.
750-780.

Bauer, Peter T. Eéonomié_Anaiyeis.ahdfPoliéy in Under-
developed Countries. Cambridge, Cambridge University
Press, 1957.

Bauer, Peter T. and Yamey, Bersil S. The Economics of
Under-developed Countries. Cambridge, Cambridge
University Press, 1957.

Bauer, Peter T. "Economic Growth and the New Orthodoxy.™
Fortune, vol. 57, No. 5, (May 1958), pp. 142-198.

Boeke, Julius H, The Structure of Netherlands Indian
Economy. New York, International Secretariat,
~ Institute of Pacific Relations, 1942.

Boeke, Julius, H. Thé Interests of the Voiceless Far
East; Introduction to Oriental Economics. Leiden,
‘Universitaire Pres Leiden, 1048.

Boeke, Julius H. Economie van Indonesié. Haarlem,
Yierde_herziene druk, 1953.

Boeke, Julius H. Econbmics and Economic Policy of Dual
Societies as Exemplified by Indonesia. New York,
International Secretariat, Institute of Pacific
Relations, 1953.

Botero, Giovanni. Delle cause della grandezza e magni-
ficenza delle citta. 1589.

Buck, J. L0351ng. Some Basic Agricultural Problems of
China. International Secretariat, Institute of
Pacific Relations; 1947. (Secretarlat Paper No. 1,
Tenth Conference of the 'Institute of Pacific Rela-
tions, Stratford-on-Avon, September 1947.)




- 16l - |
Buchanan, Norman S. International Investment and Domestic
Welfare. New York, Holt l9h5

Buchanan, Norman S. and Lutz, Frledrlch A. Rebullding the
World Economy; America's Role in Foreign Trade and
Investment. New York, TwentiethACentury Fupd, 19L47.

Buchanan, Norman S. and Ellis, Howard S. Approachés to
Economic Development. New York, Twentieth Century
Fund, 1955. -

Domar, Evsey D. MCapital Expansion, Rate of Growth and
Employment." Econometrica, vol. 14, (April 1946),
pp. 137-147.

Duesenberry, James S. Income, Saving and the Theory of
Consumer Behavior. Cambridge, Harvard University,
1949.

Frankel, Sally H. . The Economic Impact on Underdeveloped
Socn.etyi Essays on lInternational Investment and
8001al Change. Oxford Blackwell 1953

Friedman, Milton. "Leon Walras and His Economlc System.™
Amerlcan Economic Review, vol. 45, No. 5, (December
‘19557, pp. 900-909.

Furnivdall, John S. Netherlands Indiaj A Study of Plural
Economz. Cambridge, The Unlver31ty Press, 1939.

Furnivall, John S. Progress and Welfare in Southeast
Asia; A Comparison of Colonial Policy and Practice.
New York IQAI. .

Furnivall, John S. Colonial Policy’ and PractlceJ A Com-
pgratlve Study ‘of Burma and Netherlands India.
Cambridge, International Secrétariat, Institute of
Pacific Relations, The University Press, 1948.

Furnivall, John S. An Introduction to the Political
Economy of Burma. Rangoon, Peoples' Literature
Committee and House, 1957.

Furnivall, John 'S. 'The Government of Modern Burma. New'
York, Internatlonal Secretariat, Institute of Pacifie
Relatlons, 1958. ‘

Hansen, Alvin H. AmeriCa's Role in the World Economy.
New York, Norton, 1945.




~ 165 -
| Hansen, Alvin H. “Post Keynesian- Economlcs.“ American

Economic Review, vol. 45, No. 3, (June 1955), pp.
360-372;

Harrod, Roy F.jToWardéjaIDjnamié'Ecoﬁomlcs; Some Receéent
Development 6f Economi¢ Theory'and Their Application
to Pol1cx. London, McM1llan, l9h8

Harrod, Roy F. The Life of John Maynard Keynes. London,
Mchllan, l951

Hayek, Friedrich A. von. The Road to Serfdom. Chicago,
University of Chicago Press, 194i.

Higgins, Benjamin H. Economic Development; Principles,
Problems and Policies. New York, Norton, 1959.

Hirschman, Albert O. The Strategy of Economic Develop-
ment. New Haven, Yale University Press, 1958,

Hoselitz, Bert F. "Economic Growth and Development;
Noneconomic Factors in Economic-Development.”
American Economic Review, vol. 47, No. 2, (May
1957), pp. 28-41.

Khachaturov, T. S. ®"The Economic Effectiveness of Capital
Investment in the U. S. S. R."™ American Economic
Review, vol. 48, No. 2, (May 1958), pp. 368-392.

Kindleberger, Charles P. Economic Development New
York, McGraw—Hlll 1958.

Lenin, Vladimir I. "The Three Sources and Three Consti-
tuent Parts of Marxism." Capital, The Communist
Manifesto and Other Writings by Karl Marx, New York,
Modern Library, 1932, pp. xxi-xxvi.

Lewis, Cleona. The United States and Foreign Investment
Problems. Washington, D. C., Brookings Institution,

Lewis, W. Arthur. "Economic Development with Unlimited
' Stupplies of Labour." Manchester School of Economic
and Social Studles, (May 1954 ).

Lewis, /W. Arthur. The Theory of Economic GrOWth London,
Allen and Unwin, 1955

Marx, Karl H. The German Ideology. l8h6




; _ - 166 -
Marx Karl H. The Communlst Manlfesto. 18h8

Marx, Karl H.{Crlt}que“of'Polltlcal'Economyi‘1859._

Matsui, Kiyoshi. Koshinkoku Kaihatsu Riron no Kenkvyu.
, Tokyo Yuhlkaku 1958

-

Meier, Gerald M. .and Baldwin. Robert E. Economic Developﬁ
: ment Theory, Hlstory, Polloy. New York, ‘Wl}ey, 1957.

Mikesell, Rayﬁond F. Foreign Exchange in the Postwar
World. New York, Twentieth Century Fund, 1954.

Mikesell, Raymond F. Postwar Bilateral Payments Agreements.
New Jersey, Princeton University, 1955.

Moor, Wilbert E. Economic Demography of Eastern and
Southern Europe. Geneva, League of Nations, 1945.

Myrdal, Gunnar. An American Dilemma; The Negro Problem and
Modern Democracy. New York, Harper, 19LL.

Myrdal, Gunnar. An International Economy; Problems and
Prosgects. New York, Harper, 1956.

Myrdal, Gunnar. Development and Underdevelopment; A Note
on. the_Mechanism of National and lnternational

Economi¢ Ine ualit . Cairo, National Bank of Egypt,

:.prl s

'Q Myrdal, Gunnar. Rlch Land and Poor, The Road to WOrld
mProsporlty New York Harper, 1958

Myrdal, Gunnar. Indlan Economic Planﬁing, "Tn it§ Broader

Settln . New Delhi, Secretary, Congress Party in
Parilament 1958.

Nurkse, Ragnar.fProblems of  Capital Formation in Under-
- developed Countries. Oxford, Basil Blackwell, 1953.

Nurkse, Ragnar. "Trade Fluctuations” and Buffer Policéies
of Low Income Countries---A Symposium; The Quest for
a Stabilization Policy in Primary Producing Countries."
szlos vol. 11, Fascicle 2, (Aprll 1958)

Nutter, G Warren. "Some Observation on Soviet Industrlal
Growth * American Economic Review, vol. L7, No. 2,
(May 19577, pp. 618-630.




- 167 - _ .
Nutter G. Warren. "Measurlng Production in-the U. S S
“Industridal Growth in theé Sov1et Unién.® Américan
Economlc Review, vol. 48, No. 2, (May 1958) pp.
398-L11.

Rostow, Walt WHitman. "Ihvestment and the Great Depre-
ssion." Economic History Review, vol. 8, No. 2,
~ (May 19387J.

Rostow,~Walt Whitmdn. "Investmént and Real Wages' 1873-
1886." Economic History Review, vol. 9, No. 2,

(May 19397, pp. 1hL-159.

Rostow, Walt Whitman. “Explanatlons of” the ‘Great Depre-
sSion; 1873-1896; An Historian's View of Modern
Monetary Theory. e Economic History, vol. h No. 15,
(February 1940), pp. 356-370. :

Rostow, Walt Whltman. Gayer, Arther D. and Schwartz,
Arind J. The Growth and Fluctuatlon of the British -
Economy; 1790-1850; An Historical, otatistical, and
Theoretical Study of”the Britain's Economic Develop-
ment. Oxford The University Press, 19L1.

Py ) . Fa—-

Rostow, Walt’ Whltman.'"Bu51ness Cycles, Harvests and
Politics; 1790-1850." Journal of Economic History,
vol. 1, No. 2, (November 19L1), pp. 206-221,

Rostow, Walt Whitman.~"Ad3ustments and MaladJustments
after the Napoleonic Wars." American Econonic Review,
vol. 32, No. 1, Part 2, (March 1942), pp. 13- 2h.

Rostow, Walt Whitman. The- Amerlcan Diplomatlc Revolu-
tioén. Oxford, Clarendon Press, 1947. (An inatigural
lecture dellvered before the University of Oxford
on November 12 l9h6 )

Rostow, Walt Whitman. British Economy of the Nineteenth
CenturyJ Essays. Oxford, Clarendon Press, 1948

Rostow, Walt Whitmédn. "The United Nations' Report on’
Full Employment." Economic Journal, vol. 55, (June
11950), pp. 323-350.

Rostow, Walt Whltman. "Thé Terms of Trade in Theory and
Practice." Economic History Review, vol. 3, No. 1,
(1950), pp. 1-20.




- 168 -

Rostow, Walt Whitman. "The Historical Analy51s of the
Terms of Trade." Economic History Rev1ew, vol. L,
No. 1, (1951), pp. 73-76. _

Rostow, Walt Whitman.'“Some Notes on’ Mr "Hicks and
History." American Economic Review, vol. 41, No. 3,
(June 19517, pp. 316-32u S

Rostow, WE1t Whltman. The Process of Economlc Growth.
) New York, Norton, 1952

e eda A -

RostoW;Iwalt Whitman. Levin,~ Alfred and others. The
Dynamics of Soviet Society. Center for: International
) Studles M. I. T., New York Norton, 1953

Rostow, - Walt Whitman. Hatch Rlchard W. Kierman, Jr., -
Frank A. Eckstéin; Alexander. and others. Tﬁe .
Pospects for Communlst China. Center for Internatio--
nal Studies, M. I. T., Cambridge=New York, Technology

;Press”of M. I. T. and Wilexz 1954.

Rostow, Walt Whitman. "Trends in thé Allocation of~
Resourcés in Secular Growth.™ Economic Progress, ed.,
L. H., Dupriez, Louvain, Institut de Recherches
Economlques et Sociales, 1955.

Rostow, Walt Whitman. and Hatch, Richard W. An Amerlcan
Pollcy in Asia, Cambridge- New York, Technology Press
of M. I. T. and Wlley, 1955 :

Rostow, Walt Whitman. "The Take-off into Self-sustalned
Growth." Economic Journal, vol. 66, (March 1956),
pp. 25-48.

Rostow; Walt Whitman. Millikan, Max F. Résenstein-Rodan,
Paul N. and’ otuers;“A Proposal; Key to an Effective

Forelgn Pollcy. Centeéer for 'International Studies, M.
I. T., New York, Harper, 1957.

Walt- Whltman. M"Rostow on, Growth; A Non Communist
Manifésto. " Economist, August 15, 1959, pp. 409-416.

August 22, 1959, pp. 524 531. (Lectures delivered at
_the Unlver81ty of Cambridge.) -

"The Rostow Doctrine:™ Economlst August 22, 1959 PP.
511-512, (An edltorlaI comm nt.)
Samuelson, Paul A, Economics} An Introductory Analysis.

2nd edition, New York, McGrow-Hill, 1951,




e

Schumpeter ‘Joseph A. History of Economic Analys1s New
York, 1954

Singer, Héns W.'“The”Distribution of Gains” Bétween -
Invésting and“Brrowing Countries.”™ American’ Economic
. Review, vol. 4O, No, 2, (May 1950), pp. k73-385.

Singer, Hans W. "The Mechanlcs of Economic Development
A Quantltatlve Model Approach " Indian Economic
Review, August 1952

Singef;.HéHSfW. "Obstacles.to Econotiic Developient:™
~ Social Research, vol. 20, (Sprihg 1953), pp. 19-31.

Singer, Hans W. "Economic Progress in Underdeveloped’
-Countries." and "Problems of Industrialization of
Urniderdevelopéd Areas," Round Table on Economic
Progress, Intetrnational Economic Association, Santa
Margherlta ngure.

Slngér; Hans W. "Prbblems of "Industrialization of Under-
developed Countries." International Social Science
Bulletin, vol. 6? No. 2, (I95L].

Spiegel, Henry W. ed., The Development of Economic
Thought ‘Great Economlsts in Perspectlve. New York,
Wlley, 1952 *

Staley, " Eugene. The Fiture of Underdeveloped Countries;
Political Tmplications of Economic Development. New
 York, Council on Foreign Relations, 195k.

United Nations. Domestic Finarncing 0f Economic Develop-
ment. New York, Department of Economic Affairs,

) 95E' . . - 7 .
United Nations. Land Reform; Defects in Agrarian Struc-
ture as an Obstacle to Economic Dévelopment. New
- York, Department of Economic Affairs, 1951.

United Nations. Measures for the Economic Deévelopment of
Underdeveloped Countries. New York, Department of
Economic Affairs, 1951

United Nations. Instability in Export Markets of Under-
developed Countries. Department of Economic Affairs,

1952,




- 170 -

United States Congress. Trends in Economic Growthyi A

Comparison of the Western Powers and theé Soviet

Bloc. 1955, (A study prepared for the Joint Committee
on thé Economic Report by the legislative reference
service of the Library of Congress.)

UnitedjStaﬁeS'Congress.,Sbviet Ec¢onomic Growth; A

Comparison with the United States. 1957. (A study

prepared for theé Subcommittee on Foreign Economic

Policy of the Joint Economic Committee by the

legislative reference service of the Library of
Congress. )

Viner, Jacob. International Trade and Economic Develop-

ment. Glencoe, Free Press, 1952. (Lectures dellvered
at the National University of Brazil.)

Wallich, Henry C. Monetary Problems of an Export Economy;

The Cuban Experience. Cambridge, Harvard University
Press, 1950.

Wallich, Henry C. Money, Trade and Economic Growth. New

York, McMillan, 1951,

Wallich, Henry C.  "Stabilization of Proceeds from Raw

Material Exports."™ Round Table Conference, Inter-
national Economic Association, Rio de Janeiro,
September 1957.

Warriner, Doréen. Land and Poverty in the Middle East.

Longon Royal Institute of Internatlonal Affairs,
194

Wolf Jr., Charles.,"Instltutlons and Economic Develop-

ment " American Economic’ Review, vol. 45, No. 5,
(December 1955}, pp. 867-883.

Wolf; J¥., Charles. and Sufrin, Sidney C. Capital Forma-

tion and Foreign Investimént in Underdeveloped Areas.
- Syracuse University Press, 1958.




