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ABSTRACT 

Congressionally mandated programs and policies cannot be effectively 
implemented, nor can related research be undertaken with existing data 
and indicators of development. Gross National Product (GNP), as a 
measure of development, has some shortcomings and social indicators, as a 
supplement to GNP, are not adequate for measuring progress of countries 
in achieving development objectives as mandated by Congress. A new set 
of indicators, termed "distributive indicators," need to be developed and 
related data collected by international agencies. 
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PREFACE 

This study was originally undertaken to provide information about the 
main features of social and economic development that would be relevant 
for the International Economics Division (lED) of the Economic Research 
Service.  The objective was to identify and to provide a rationale for a 
group of selected indicators of development and the related data series 
needed for research on world economic and agricultural development.  In 
the course of the work it was realized that the major concerns of 
Congress, as expressed in Public Law 480 and related Foreign Assistance 
Acts, about income inequality, unemployment and rural poverty in low 
income countries (LIC) , were likewise the concerns of development 
economists and practioners, most national governments, aid donors and 
international agencies.  The indicators and data needs of lED as 
discussed in this report are matters of vital interest to all concerned 
with the problems of the developing countries. 

I wish to acknowledge the cooperation and support received in 
preparing this manuscript from Arabinda Kundu and Sultan Ahmed, both of 
the Economic Analysis and Projections Department, World Bank.  I also 
thank Deloris Midgette, lED, for typing the manuscript. 
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SUMMARY 

1. The objective of this study is to critically evaluate the existing 
measures of development and related data that are needed for 
implementing congressionally mandated programs and policies and 
related research, and if these measures are found lacking, to 
recommend development of additional indicators and data sets« 

2. The approach used is to critically assess the shifts in development 
objectives and methodological efforts of social scientists to measure 
the progress of achievement of such objectives. Also, the quality 
and quantity of existing data are reviewed and analyzed. The end 
result, unique to this study, is to bring all the diverse efforts by 
social scientists to a common ground to provide a unified focus on 
the current status of measures of development and future needs. 

3. The emphasis on objectives to be achieved by economic development of 
less developed countries has shifted since the 1950's.  The low 
income countries (LIC's), the aid donor agencies and development 
specialists have added many socio-economic objectives to the basic 
and original objective of achieving a high rate of growth of gross 
national product (GNP).  Congressional action in this area reflects 
the general concerns of social scientists, and in some respects, goes 
further with its recommendations than professional social scientists. 

4. The main economic indicators of development have been the growth 
rates of the GNP and its components. Analytical work mainly by 
Kuznets, Chenery and Syrquin has centered around this concept and has 
been based on national accounts statistics. These analyses have 
provided valuable information that can be used in several ways to 
formulate development and trade theory and policy. 

5. National accounting is the presentation of a comprehensive 
statistical statement about the economic activities of a country. 
Despite the rapid development of national income accounting all over 
the world and standardization of accounting methods followed by 
different countries, there are some shortcomings of the concepts, 
their uses, the quality of data and their coverage.  The most 
important limitation is their international comparability. 

6. To overcome this particular deficiency, an International Comparison 
Project (TCP) was introduced by the united Nations at the end of 
1960.  This project has been preparing an international data base 
that includes annual estimates of real Gross Domestic Product and its 
main components, and purchasing power parities of the currencies of 
all the countries of the world, and thus remove a critical deficiency 
in national accounts data. 

7. Despite some limitations, the economic indicators of development as 
represented by GNP and its derivatives are relatively well developed 
both in terms of the analytical base for their delineation and data 
coverage, and they are still the most widely used to measure 
development.  With further research in the ICP, there will be a large 
well established and internationally comparable data set on real 
national income for most countries. 

8. Over the past two decades however, shortcomings of economic 
indicators as the only measure of development have been recognized. 
To overcome these deficiencies, numerous social indicators of 



development such as the Physical Quality of Life Index (PQLI) have 
been designed.  Scrutiny of existing literature suggests that there 
Is no consensus on the theory of social development and Its 
measurement. Moreover, there appears to be no unique set of 
Indicators that would serve most policy purposes.  The design and use 
of social Indicators have gone beyond the minimum needed, often 
resulting In some relatively unimportant Indicators and 
overaggregatlon relative to data collection and conceptualization. 
These social Indicators have not captured the major concerns of 
social scientists and governments with respect to the distribution of 
the growth of benefits among different socio-economic groups In 
countries via generation of employment and purchasing power for poor 
people. 

9. A set of Indicators, called distributive Indicators, needs to be 
developed and related data series collected for designing and 
Implementing policies and programs to address concerns about the 
distribution of rural resources and benefits of development. 

10. The U.S. Congress over the past decade has responded to the shifting 
social-economic concerns In LICs.  Congressional action In this area 
reflects the general concerns of social scientists, and In some 
respects, goes further with Its recommendations than they have.  The 
International Development and Food Assistance Act of 1978, for 
example, amended the Foreign Assistance Act (FAA) to emphasize the 
basic human needs objective of development and emphasized the mandate 
for development and use of Indicators of commitment and progress of 
achievement of these objectives In aid recipient countries (Section 
102). 

11. Existing economic and social Indicators of development and data are, 
thus. Inadequate for designing and Implementing appropriate programs 
and policies required by Congressional mandate. A set of 
distributive Indicators and related data are needed to supplement 
existing economic and social Indicators for that purpose. The 
responsibility for designing such Indicators and collecting needed 
data should remain with agencies of the United Nations.  The U.S. 
Government through Its representatives to these agencies can 
Influence policies for the development of Indicators that meet the 
needs of Congressionally mandated programs. 



INTRODUCTION 

The objective of this study is to address a very Important and timely 
issue, that is the measurement of development in Low Income Countries 
(Lie's). During the past several decades there has been a lively but 
inconclusive debate on the contents and measurement of development. 
Social scientists and foreign aid donors have been concerned about this 
issue.  They have emphasized or re-emphasized different objectives of 
development and the alternative ways to measure the achievement of these 
objectives.  The united States Congress has also responded and recent 
amendments to the Foreign Assistance Act (FAA), especially to Section 102 
added in 1975, require specifically that "the President shall establish^ 
appropriate criteria to assess the commitment and progress of countries" 
toward the objectives of development assistance under Chapter I of the 
FAA. 

The Agency for International Development (AID) responded to the 
concerns in Section 102 in its 1977 report, Social-Economic Criteria for 
Development, but only in a very limited way (10). 1/ Social scientists 
have continued their efforts to understand the development process 
itself, to determine the objectives of development, and to measure 
development. Methodological work and data collection have been important 
parts of designing appropriate measures or indicators of development. 
The efforts have been stretched over a few decades, and have been 
isolated in nature. No significant efforts have been undertaken to make 
a comprehensive study of these divergent activities.  This study 
critically evaluates these diverse activities by bringing them to a 
common ground and thereby providing a unified focus on the current status 
of development indicators, and if found lacking, recommends further 
efforts.  The design of indicators of development and data collection 
have been the responsibility mainly of the different agencies of the 
united Nations.  Because of the expense involved and the need for 
coordination and cooperation at the international level, only these 
agencies are capable of undertaking such responsibilities.  It is hoped 
that this study will encourage efforts to develop appropriate indicators 
and collect data needed for carrying out legislative mandates of the U.S. 

Congress. 

Economic development has traditionally been viewed as the 
transformation of an economy from a stage characterized by low GNP and 
high agricultural employment and output to a one where agriculture's 
share in output and employment declines as GNP and its growth rate rise. 
Development strategies during the fifties and sixties aimed primarily at 
raising GNP by rapid industrialization.  Industrialization was to be made 
possible, in part, by a transfer of the surplus population from the 
traditional rural sector to the industrial and service sectors, thereby 
raising employment, productivity, and per capita Income in all sectors. 
Increased employment, productivity, and Income equality were perceived by 
many economists as contradictory goals, at least in the initial stages of 
development.  Only persistent growth in GNP was believed to be necessary. 

The poor countries as a whole achieved their goals of a 5-percent 
annual Increase in the GNP during the sixties and seventies.  Yet 



wide-spread poverty, unemployment, and inequality in the distribution of 
benefits remained. The failure of increased GNP in many countries to 
reach the poor during the sixties led to greater emphasis during the 
seventies on creating employment.  But the definition of unemployment in 
the industrialized countries was not necessarily appropriate for these 
countries. Also attempts to redistribute income growth yielded only 
meager results, at least in the short run. As a result the concern of 
donor agencies and recipient countries shifted to eradicating absolute 
poverty by concentrating on the basic human needs of the very poorest 
people. U.S. Foreign Assistance Acts, for example, mandated that an 
Increasing amount of bilateral assistance be directed to improving the 
well-being of the poorest of the poor in developing countries, and 
required that appropriate measures be established to assess progress in 
meeting that objective.  Because of the large rural population in these 
countries, the U.S. Legislation requires that special attention be given 
to rural development programs.  Problems of small farmers and landless 
laborers require special measures as an integral part of strategies for 
increasing agricultural productivity and achieving other objectives 
mandated by Congress. 

The concern about inequality, poverty and unemployment coexisting 
with a satisfactory GNP growth rate led to a consensus about the need to 
modify the pattern of development so that growth will generate fuller 
employment and more income equality as well as satisfy basic human 
needs. This new emphasis requires a better understanding of economic 
development as experienced over the last three decades. 

In response to these growing concerns, numerous indicators of 
development have been designed to measure economic and social conditions 
of countries. Economic indicators, the most important set of indicators 
because of their wide use, are statistics on the state of an economy that 
measure total and per capita output (GNP) and their derivatives. These 
statistics reflect structural changes that take place during 
development.  Social indicators, another useful set are direct 
statistical measures that are used to monitor areas of fundamental social 
concern such as Income inequality, unemplojrment and poverty. 

Indicators of development are both descriptive and prognostic. 
Descriptive indicators help to understand the current socioeconomlc 
status of a country and to make quantitative comparison over time or 
between countries, while prognostic Indicators reflect a set of 
correlated phenomena in society and provide a basis for policy 
intervention. Hence, the purpose of social and economic indicators is to 
serve policy and related program purposes, which depend on the perception 
of current and emerging problems by policymakers. Their perception of 
problems and their adherence to hypotheses regarding economic development 
influence the selection of development indicators. There are thus no £ 
priori criteria for choosing indicators without reference to a specific 
policy orientation.  However, commonly shared concerns in the development 
field provide the basis for a critical evaluation of the adequacy of 
existing indicators and their related data bases. 



The conceptual basis and data bases for Indicators are of crucial 
importance to the development of appropriate indicators.  If indicators 
are based on an inappropriate analytical foundation, they may fail to 
indicate the desired phenomenon.  The great improvements in statistical 
methodologies and data processing techniques over the past decade cannot 
offset failure at the conceptual level; no matter how veil the numbers 
are manipulated they may still measure the wrong thing.  It is equally 
true that the availability and quality of an appropriate data base can 
greatly limit or enhance the conceptualization of indicators as well as 
their operational value.  This paper undertakes the important task of 
assessing the current status of development indicators and future needs. 
It considers recent shifts in development objectives, methodological 
efforts of economists and statisticians to understand and measure 
economic and social progress, and the quality and quantity of data needed 
to develop better indicators.  Finally, it concludes with recommendations 
on actions needed to increase the information base that analysts and 
decisionmakers need to address more adequately and act on important 
economic and social concerns associated with the lower and middle income 
countries. 

The following two sections review the evaluation and development of 
economic and social indicators, respectively.  Special attention is given 
to the deficiencies of the two types of indicators and how social 
scientists have attempted to overcome them.  The third section of the 
report considers how the U.S. Congress, through its legislative mandates, 
has responded to the emerging socioeconomic concerns in the low income 
countries.  Congressional action in this area reflects the general 
concerns of social scientists, and in some respects, goes further with 
its recommendation than professional social scientists.  The final 
section of the report draws on the materials from the previous sections 
and presents recommendations on the need for additional indicators of 
development. This section integrates the conclusions of social 
scientists with those of the U.S. Congress as reflected in congressional 
mandates.  It is this synthesis of conclusions that serves as the basis 
for the recommendations on the need for additional indicators of 
development. 

ECONOMIC INDICATORS 

The main yardsticks for measuring economic development have been the 
growth rates of GNP and its components. Analytical work has centered 
around this concept and has been based on national accounts statistics. 
Over the past two decades, other measures have been suggested, and often 
used, as supplements to GNP to capture the shifting concerns of economic 
development.  Nevertheless, the main focus still is on per capita GNP 
growth and its components.  This section reviews the analytical work, the 
present status of economic indicators of development, and the recent 
refinements in national accounts statistics that are the basis for 
estimating GNP and its derivatives. 

Economic indicators of development are statistics on the state of the 
economy.  These can be analyzed to assess the structural changes that 
take place in an economy as it progresses from an underdeveloped to a 
developed state.  Simple indicators present the basic data series; 



complex Indicators are derived from these basic data and can be used for 
more complex analytical purposes. Economic Indicators, can be used to 
describe the current state of an economy, and thus to make quantitative 
comparisons over time or between countries« Economic Indicators can also 
be prognostic, that Is, predictive or prescriptive. The main use of 
economic Indicators Is to serve policy and planning needs. This Is done 
by selecting a key data series and deriving Indicators that can 
Illuminate economic relationships and other Important developments In the 
growth processes. 

The most Important analytical work using GNP and national accounts to 
measure economic development Is by Kuznets, (29) and Chenery and Syrquln, 
(15).  These are reviewed below. 

Review of Analytical Vork on Development 

During the 1950s starting with the recorded national accounts of a 
few Western Industrialized countries, Kuznets measured changes In the 
composition of consumption, production, trade, and other economic 
aggregates as Income rose. He found comparable rates of growth and 
development patterns over time and for groups of countries classified by 
Income levels.  Since at that time there were few significant time series 
for developing countries, Kuznets was hesitant to apply his cross-country 
results to the analysis of change over time. More recently, with the 
benefits of more data, Chenery and Syrquln verified his findings for more 
than 100 countries (15). The work of Chenery and Syrquln has enhanced 
understanding of the structural transformation Inherent In economic 
development of LDCs.  This has facilitated the development of appropriate 
policies In many areas of concern.  However, unlike Kuznets, Chenery and 
Syrquln did not focus on the role of agriculture In the transformation of 
an economy from an underdeveloped to a developed state.  Kuznets* 
analysis did consider agriculture and. In this respect. Is Important for 
our purposes and Is therefore described below. 

Simon Kuznets 

Kuznets' analysis of agriculture's role In development Is based on a 
study of national accounts. Agriculture, like other sectors, contributes 
to the sustained Increase In national product. Also It manifests the 
structural changes both within the sector and In Its relation to other 
sectors. Agriculture participates In International dealings—commerce, 
financial flows, and technology transfer—that affect national growth. 
Thus, Its Importance In promoting economic growth Is a composite of Its 
product, market, and factor contributions. As Its output expands It 
makes a product contribution and through domestic and foreign trade It 
makes a market contribution and by transferring productive resources to 
other sectors It makes a factor contribution. 

The rate of growth of agricultural products Is a measure of 
agriculture's direct contribution to the growth of national product. 
Kuznets expects that In the course of development, the growth of the 
nonagrlcultural sectors Is greater than the growth of the agricultural 



sector and, therefore, the share of agriculture in the national product 
declines. 

Kuznets' study demonstrates the similarities between historical 
growth patterns and the Intercountry patterns of the 1950's. Many other 
studies also focused on Individual characteristics of developing 
countries, especially with respect to consumption, savings. Investment, 
taxation, Industrialization, and population growth. The results of these 
studies are not strictly comparable because they used different 
statistical methods to different country samples and different time 
periods. 

Chenery and Syrguln 

The main objective of Chenery and Syrquln Is to provide a 
comprehensive description of the structural changes which accompany the 
growth of developing countries and to analyze their Interrelations. An 
enormous Increase In statistical Information since 1950 enabled them to 
employ a combination of time series and cross-section analysis which was 
not feasible during the 1950's. They selected 27 variables to describe 
10 basic processes of accumulation, resource allocation, and Income 
distribution.  In their analysis, Chenery and Syrquln rejected the notion 
of a dichotomy between developed and less developed countries and used a 
concept of a "transition" from one state to the other.  This "transition- 
was defined by a set of structural changes that have almost always 
accompanied growth In per capita Income In recent years. 

Over the whole transition, they found per capita food consumption to 
Increase only half as much as per capita Income.  They found the decline 
In the share of food consumption from 40 percent to less than 20 percent 
of GDP allowed a doubling of Investment as a share of GDP. According to 
them, nonfood consumption rises rapidly and reaches 70 percent of total 
private consumption at the tl,000 (In 1964 dollars) per capita Income 
level.  The composition of exports also shifts away from primary products 
toward manufacture. Moreover, they maintain that the transformation of 
the composition of demand and production Is half completed at the ¿300 
Income level.  Above this level, the value added In industry normally 
exceeds that in primary production as is typical of the later stages of 
transition. The transformation of trade Is a process more dependent upon 
government policy and normally occurs much later.  Though countries vary 
a good deal in this respect, the rise in the share of manufactured 
exports does not generally reach its halfway mark until per capita 
reaches about the ¿600. 

According to Chenery and Syrquln, the distribution of Income in 
developing countries is determined largely by (a) the relative growth of 
different sectors and the modes of production (modern, traditional) of 
each; (b) the growth in the size, education, and sectoral distribution of 
the labor force; (c) the ownership of assets and the relative savings 
rates of different socio-economic groups; and (d) policy makers' 
attitudes about programs and policies designed to raise the share of 
income received by the poor such as free education, land redistribution. 
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and the substitution of labor-intensive for capital-intensive 
technologies. For a variety of reasons, changes In the pattern of 
employment lag behind changes In the structure of output. At the lowest 
level of development, primary production IJ  accounts for 52 percent of 
value added but for 71 percent of employment. As Income rises, the share 
of primary production falls more rapidly than the share of primary 
employment, reflecting the concentration of Investment and capital 
Intensive technology In Industry and the accumulation of surplus labor In 
agriculture. Labor productivity In the primary sectors falls from about 
70 percent of the national average at an Income level of $100 to about 50 
percent at ¿500 and then gradually rises as agricultural technology Is 
modernized and surplus agricultural labor Is absorbed by the rest of the 
economy.  The productivity gap between the primary and secondary sectors, 
according to the study, Is widest at an Income level (¿200-^500) where 
Income Inequality Is usually greatest.  In advanced countries, primary 
sector production accounts for less than 15 percent of employment; rural 
to urban migration has substantially reduced the productivity gap; and 
the share of the labor force In Industry and service sectors closely 
approximate the share of production of these sectors. 

Chenery and Syrquln established that the share of urban population Is 
closely related to the sectoral composition of output and that 
differences In degrees of urbanization among countries at similar Income 
levels are associated largely with differences In patterns of production 
and trade.  In a representative country, they hold, more than 50 percent 
of the production will be nonagrlcultural when Income per capita Is J500 
and above, and the Industrial labor force will exceed that employed In 
primary sector production when Income per capita Is ¿700 and above.  But 
It Is only at levels of ¿2,000 per capita and above that these primary 
production processes have been completed.  In most countries, urban 
population has stabilized at about 75 percent of the population. 

The historical fall In birth rates and death rates seems also to be a 
feature of economic development.  On the basis of data for 1950-70, 
Chenery and Syrquln estimated that the Income-related fall In birth rates 
takes place at Income levels of about ¿200, with maximum levels of 
fertility occurring early In the transition. 

Chenery and Syrquln feel that the results of their study lend support 
to the hypothesis that as average per capita Income grows the share of 
total Income received by the low-Income groups declines before It rises. 
They maintain that Information on Income distribution has recently become 
available to support their statistical analysis, but statements about 
Income distribution are still subject to many more qualifications than 
the other processes.  Their analysis shows that the share of the poorest 
40 percent of the population declines from about 16 percent of Income In 
the poorest countries to about 13 percent at the middle-Income level of 
¿300 per capita. Meanwhile, the Income share of the richest 20 percent 
of the population rises from 50 to 56 percent. 

Although In the course of the transition Income distribution 
typically worsens significantly before It Improves, the direct cause of 



this Is clearly not growth In GNP per capita. They suggest that this 
worsening process Is likely to be accentuated In highly duallstlc 
economies, 3/ and less marked In those In which agriculture Is still the 
dominant sector or In which education Is widely available. 

Most development processes show gradual transition from a lower to an 
upper limit.  Structural characteristics like the rate of savings and of 
Investment, the proportion of the population receiving higher education, 
or the extent of urbanization obviously cannot rise Indefinitely. 
Chenery and Syrquln suggest that an S-shaped curve provides a better 
basis for analyzing a country* s development than does the notion of 
Indefinite growth In any single dimension. This S-shaped curve Is also 
useful for Intercountry comparisons of savings rates, Industrialization, 
and trade patterns.  The structural relations Identified by comparing 
countries at different Income levels at given years are compared with 
estimates derived by following development within groups of countries 
over time. Although some significant differences emerge, the time series 
used by Chenery and Syrquln tend to confirm the general nature of the 
transition. 

Chenery and Syrquln emphasize, however, that It Is useful to 
subdivide countries Into homogeneous groups, so that Individual 
deviations from the average relationships can be shown.  Examination of a 
given country's departures from the average patterns for its group may be 
more instructive than analysis of the average changes that may be 
expected.  For example, the economies of large developed countries—those 
with populations of more than 15 million in 1960—nonnally have more 
restrictions on foreign trade than small countries at the same Income 
level.  Imports and exports in these large developed countries rarely 
account for more than 15 percent of GDP, whereas the norm in small 
countries is from 20 to 30 percent.  In addition, large countries 
generally have more inward-looking development policies which have 
repercussions on other aspects of the accumulation and resource 
allocation processes. The productive structures of large and small 
countries do not differ significantly at the lowest or, it appears, at 
the highest income levels.  Small countries can sustain satisfactory 
rates of growth with Import levels of less than 20 percent of GNP, and 
since the markets for primary exports expand only slowly, most countries 
must, at some point, shift toward manufactured or service exports if they 
are to maintain their growth. 

According to Chenery and Syrquln, early industrialization in small 
countries usually reflects a lack of natural resources to provide an 
export base. Most of the same developing countries that have developed 
high levels of manufactured or service exports have needed relatively 
large Inflows of foreign capital to substitute for earnings from primary 
exports and to allow their economies to continue growing while manu- 
facturing capacity is being built up. After considerable development in 
domestic industry, exports can replace external borrowing as a source of 
foreign exchange. 

On the basis of their results, Chenery and Syrquln classified 



10 

countries according to structural similarities and development stra- 
tegies. Using level of exports, attitudes toward trade, and composition 
of production as the basic criteria, they identified four main patterns 
of resource allocation:  primary specialization, balanced production. 
Import substitution, and industrial specialization.  They suggest that 
countries within each classification have followed somewhat different 
sequences of development. This is partly the result of differences in 
size, resource endowment, and access to foreign capital, and partly due 
to differences in social philosophy and organization (table 1). 

This classification provides a basis for comparing the policies of 
countries with similar structural characteristics.  It may also provide 
a basis for refining existing theories of resource allocation. The 
average trends may have little normative significance, but can present in 
a summary form, the experience of comparable countries and help to 
evaluate development policies.  For example, if a development plan calls 
for a tax rate of 25 percent of GNP at a per capita income income level 
of Í300, their results immediately suggest that few countries have been 
able to manage such a high tax rate at such a low level of income. 
Similarly, for long-term country projections (over 15 to 20 years), the 
average structure of countries that have already reached the projected 
level of Income and population can serve as a meaningful reference 
point.  Statistical comparisons may be of limited merit in the detailed 
definition of policy options, but they can be helpful in diagnosing the 
structural problems of a given country and also in suggesting feasible 
growth patterns. 

The authors point out that the results of their statistical analysis 
can be used in several ways to formulate development theory and policy. 
Although theories cannot be validated by such analyses, in a number of 
cases the authors* statistical results are more consistent with one 
theoretical formulation than with another, notably in the fields of 
saving, taxation, and trade.  The main contribution of Chenery and 
Syrquin to the testing of hypotheses has been to describe related 
phenomena for the same sample of countries and time period so that the 
results can be taken as manifestations of the same set of underlying 
processes. 

Chenery and Syrquin also claim that the observed worsening of Income 
distribution can be clarified by international comparisons. 
International attention focused on this problem when a number of cases of 
unequal Income distribution were identified through time series and 
cross-country comparisons.  Development economists attempted to 
reformulate development theory for a better understanding of the problem, 
and aid donors reconsidered their programs of international assistance to 
see whether they could help offset this tendency.  International 
comparisons also show that the worsening of the income distribution in 
the course of economic growth is by no means inevitable, and they 
Identify countries in which this tendency has been offset by government 
action. 
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Table 1—Economic and social indicators of development by groups of 
countries 

Country or Region       : Per capita ; 
1 

! Physical quality 
GNP    ! :   of life Index 

Dollars Units 

Lower-Income areas;             S 152 39 
India                       i 140 41 
Kerala, India                : 110 69 
Sri Lanka                     i 130 83 

Lower middle-Income countries:    j 338 59 
Malaysia ;      680 59 
South Korea                  ; 480 80 
Cuba !      460 86 

Upper middle-Income countries: !     1,091 67 
Gabon !     1,960 21 
Iran !     1,250 38 
Algeria :       710 42 
Taiwan !       810 88 

High-Income countries: !     4,361 95 
Kuwait :    11,770 76 
United States :     6,670 96 
Netherlands :    5,250 99 

Source:  (15). 
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Chenery and Syrquln rightly contend that development policy cannot 
always wait for the formulation of adequate theories and the preparation 
of comprehensive country plans. Analysis of development has sometimes 
identified both problems and successful strategies for meeting them. 
However y some of these problems might have been disregarded as local 
peculiarities if they were studied only in the context of a single 
country.  In their view this is particularly true of international trade 
and capital accumulation at similar income levels. Problems associated 
with this finding lends considerable support to theories of balanced 
growth and provides a convenient point of departure for interpreting the 
Interrelations between demand, production, and trade patterns. The 
Chenery and Syrquin study, therefore, is invaluable as a guide for 
planning and policy formulation. 

The above analysis of the development process underscores the 
critical importance of GNF data as tools of analysis.  While Kuznets had, 
at the time of his writing, GNP data for only a few countries, Chenery 
and Syrquin had the relative advantage of having systematically recorded 
GNP data for a large number of countries. They were thus able to analyze 
the development process more fully than Kuznets, and provide more 
complete information for analyzing development and trade oriented 
policies.  However, the GNP data upon which their analysis is based have 
recognized shortcomings.  Their lack of international comparability, as 
pointed out by Chenery and Syrquin is an especially serious limitation. 
Since national accounts underlie the entire spectrum of GNP data, it is 
important to analyze their current status, limitations, and the recent 
efforts that have been undertaken to rectify some of their limitations. 
Below they are reviewed more carefully. 

Review of National Accounts 

National accounting is the presentation of a comprehensive 
statistical statement about the economic activities of a country. 
Through a weighting system based on market prices at factor costs 
national accounts record year by year the allocation of resources and the 
relative contribution of different product sectors to value added.  The 
chief source of national accounts data is the Yearbook of National 
Accounts Statistics published by the Statistical Office of the United 
Nations in cooperation with national statistical services of member 
countries (42),  It contains the latest available data on national 
accounts for approximately 118 countries.  To collect the data, the 
Statistical Office of the United Nations sends a questionnaire each year 
to the countries with market economies; those with centrally planned 
economies receive a material balance questionnaire.  For the purpose of 
maintaining uniformity, definitions and classifications are recommended 
and a request is made to indicate where the scope and coverage of the 
country estimates differ for conceptual or statistical reasons.  Data 
obtained from these replies are supplemented by information obtained from 
correspondence with the national statistical services and from national 
publications.  Efforts are made to present the country data in a form 
designed to facilitate comparability.  To this end. Important differences 
in concept, scope, coverage, and classification are described in the 
notes that precede and accompany the country tables. 
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The World Bank supplements the national accounts data collected by 
the United Nations and the Organization for Economic Cooperation and 
Development (OECD) with additional data collected by its country 
missions. These two sources — United Nations and the World Bank — 
provide a veil established and internationally comparable national 
accounts data set for most countries of the world with the exception of a 
few small and poor countries in Africa. 

Despite the rapid development of national income accounting, there is 
some dissatisfaction with the use of 6NP as a measure of development. 
The major shortcomings of GNP as a measure of development are: 

o Many goods and services do not pass through markets and are 
therefore excluded from GNP estimates.  In all countries, unpaid 
housework, for example, is not considered as production.  The 
failure to include nonmarket transaction distorts GNP figures more 
in LICs than in highly industrialized countries because such 
transactions are more important in the LICs. 

o The national accounts data say nothing about the distribution of 
income. 

o The national accounts are aggregate data and provide incomplete 
information about the specific types of goods and services 
produced. Also, they provide no information on the costs to 
society of exogenous factors such as increased environmental 
pollution, urbanization, and population growth. 

Probably the most important limitation of the national accounts data 
is their lack of precision in making intercountry comparisons of GNP per 
capita.  Part of the problem arises from the fact that official exchange 
rates do not measure relative domestic purchasing power, since a large 
portion of marketed GNP does not enter into world trade.  In addition, 
trade policies often create distortions in nominal exchange rates, so 
that they fail to reflect the true value of even that proportion of GNP 
that is traded. Moreover, for countries at all income levels, exchange 
rates not only obscure the true quantity relationships for gross domestic 
products (GDP) kj  as a whole, but they also distort certain kinds of 
structural comparisons.  These distortions arise because purchasing power 
deviates from exchange rates among different kinds of goods.  In the 
price structure of low-income countries, for example, capital goods tend 
to be more expensive relative to consumer goods than they are in 
high-income countries. Because of this problem, attempts were made as 
early as 1940 by Colin Clark (16) to make national accounts comparable by 
using purchasing power parities bj  (PPP), which involves measuring the 
output of a country at a common price level, usually international 
prices.  Similar efforts were also made by the Ü.N. Statistical Office, 
the Organization for European Economic Cooperation, the Council of Mutual 
Common Assistance, the World Bank, the Economic Commission for Latin 
America, and a number of governments, including those of Canada, the 
Federal Republic of Germany, Japan, the Soviet Union, and the United 
States.  Some pioneering work in comparisons between centrally planned 
and market economies was carried out under the auspices of the Conference 
of European Statisticians. 
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But no useful worldwide system of consistent, reliable comparisons 
covering a substantial number of countries was produced. Moreover, no 
uniform framework was laid down that could be used as the basis for an 
expanded and continuing coverage of countries over time (34), 

At the end of 1968 the United Nations launched the International 
Comparison Project (ICP) under the leadership of Irving Kravis of the 
University of Pennsylvania.  The broad aim of the ICP is to establish an 
international data base that will include annual estimates of real GDP 
and its main components and purchasing power parities of the currencies 
of all the countries of the world (34). 

The basic method of the ICP is to collect in each country prices of a 
large number of items which are spread over the entire spectrum of GDP 
expenditure and grouped into 152 categories.  With the help of 
expenditures data for these 152 categories, estimates of purchasing power 
parities (PPP) are obtained as weighted averages of these prices.  These 
PPPs, instead of the exchange rate are used to convert national 
currencies of GDP data into U.S. dollars.  The PPP converted GDP data are 
termed real GDP in contrast with nominal GDP which are obtained by 
exchange rate conversion.  The ICP presents multilateral comparisons in 
which all countries are simultaneously compared as opposed to binary 
comparisons in which only pairs of countries are compared.  The PPP 
estimates are provided not only at the total GDP level but also for 
various components of the GDP.  These data permit cardinal as well as 
ordinal scaling of countries on the basis of per capita GDP. 

Table 2 shows the difference it makes when GDP is converted to U.S. 
dollars (column 1) by exchange rates or to international dollars by PPP 
(the international dollar has the same purchasing power over the total 
GDP as the U.S. dollar), bj 

Table 2—GDP in U.S. dollars at exchange rate and in PPP converted to 
international dollars 

Area !  In U.S. Dollars . 
;    at exchange   i 
;  rates (billions) 

(1)       i 

;  In International  . 
;      dollars     . 
¡    (billions) 

(2) 

, Exchange rate 
;  deviation 
;    index 
!  (3-2-1) 

Africa :       175 324 1.85 

Asia          : 
(Incl. Oceania); •       974 1,471 1.51 

Europe        . !      1,774 1,757 0.99 

Latin America  : 
and Caribbean I        546 806 1.48 

United States :      1,532 1,532 1.000 

Source:  (26). 
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There is a clear tendency for the international dollar (IÍ) figures 
to be higher.  The exchange-rate-converted estimates of GDP tend to 
understate the real GDP*s of other parts of the world relative to the GDP 
of the United States with the underestimation greater for the poorer 
regions than for Europe« 

In three phases the ICP has published data for 10, 16, and 34 
countries respectively (28). The latest report which was published early 
this year contains data for the year 1975. The phase four now underway 
hopes to cover about 70 countries by 1984 with data for 1980. 

These benchmark studies require so much time and financial resources 
that a system of real income comparisons covering all the countries of 
the world appears infeasible.  Efforts are underway, however, to 
investigate various procedures for estimating PPP's (or, equivalent, real 
national income) which are more economical. 

Two approaches to estimating PPP have been pursued:  (1) a shortcut 
approach which attempts to exploit structural relationships between a 
country's real national income and associated monetary or nonmonetary 
indicators; and (2) a reduced information approach in which PPP's 
estimated on the basis of small subsets of price data, which can be 
collected cheaply in the countries, are compared (11). 

Shortcuts, which seek to predict real incomes on the basis of 
physical or monetary indicators, have been found to be good only on the 
average, and can have unacceptably large residual errors for individual 
countries.  Reduced information methods seek to produce real income 
comparisons quickly and cheaply with much less than the full set of price 
and expenditure data currently required by ICP.  Structural relationship 
estimates derived from data obtained in the benchmark study of 
expenditures and prices of 16 countries in Phase II of ICP were used by 
the University of Pennsylvania group to develop a table of real gross 
domestic product and share of gross domestic product devoted to private 
and public consumption and investment for 119 countries for 1950 and 
1960-77 (38) (See Appendix I for a sample).  Price level estimates for 
total product and three components are also provided.  The authors have 
warned that apart from the possible inaccuracies inherent in the econo- 
metric specifications used to describe complicated phenomena, entries in 
the table are subject to substantial sampling variations.  They strongly 
feel, however, that the methods give reasonably unbiased estimates. 
Alternative entries developed from simple exchange rate conversions will 
be subject to a much wider range of inaccuracy and are demonstrably 
biased in a systematic way. 

Research is underway at the World Bank to develop a small sample of 
items and methods of aggregate which would replicate the ICP results 
quickly and inexpensively without too much sacrifice of accuracy. 

In summary, while ongoing analytical work is continuing to improve 
our understanding of the development processes, despite some limitations, 
the economic indicators of development, as represented by GNP, are 
relatively well developed both in terms of the analytical basis needed 
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for their delineation, and the data coverage needed for their empirical 
estimation. Efforts are continuing In the desired direction to obtain 
International comparability.  With the completion of the ICPs and further 
research on a shortcut approach as well as a reduced Information 
approach, there would be a veil established and Internationally 
comparable data set available for real national Income. An Improved 
understanding of the development processes together with Improved data 
bases can make It easier to move policy formulation and Implementation In 
the desired direction. 

SOCIAL INDICATORS 

Over the past two decades It has become apparent that the growth of 
output or Income by Itself Is not an adequate Indicator of development. 
Interest has grown In designing other measures of development, Including 
social Indicators and associated systems of social accounts and composite 
Indices of development, as supplements to GNF for this purpose. This 
section critically reviews the current status of measures of social 
development, especially from a methodological point of view.  Such a 
review Is Important because there Is no analytical basis for delineating 
social measures of development. This lack of an analytical basis makes 
It especially Important to assess the alternative measures that have been 
designed and for which data are available. 

Social indicators are direct statistical measures of selected social 
attributes of a society. They are used to establish levels and monitor 
changes over time in the attributes of a society that are Judged to be of 
fundamental social concern.  They can be "simple indicators" presenting 
basic data series, or "complex indicators" that are derived from the 
basic data and used for analytical purposes.  Social Indicators are both 
descriptive and diagnostic. Descriptive Indicators merely describe the 
current state and make quantitative comparisons over time or between 
countries.  Diagnostic Indicators reflect a set of correlated phenomena 
in a society and provide a basis for policy intervention. Hence, the 
purpose of developing social Indicators is to illuminate relationships 
and to Identify Important developments in the areas of social concern 
which can be used to serve policy and planning purposes. 

Development plans during the fifties and sixties aimed at 
accelerating the rate of GNP growth and focused mostly on the processes 
of capital accumulation.  Total and per capita GNP and their growth rates 
were viewed as the principal performance test of development. This 
emphasis on GNP growth was based on several assumptions. First, that the 
benefits of economic growth have a tendency to "trickle down" 
automatically to the poor; second, that if the benefits from growth fail 
to "trickle down," government will take corrective actions; and third, 
that concern with greater equality of Income distribution, as well as 
other social aspects of development, was premature since it would reduce 
savings, investment, incentives, and, hence, growth. 

The experience of the past several decades suggests that none of 
these assumptions was generally valid.  While highly concentrated and 
unequal growth took place in some countries, no correlation between 
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Adelman and Morris 

Adelman and Morris substantially extend the scope of measurement of 
the devlopment process by addressing political » social, and cultural, as 
veil as economic factors associated with development. Moreover, they 
develop a stage theory of development which has Important Implications 
for development policy and planning. They quantify the noneconomlc 
factors and provide an empirical basis to underscore the Importance of 
these In explaining growth within and between stages of development. 

Adelman and Morris used different forms of multlvarlate analysis to 
conduct their research. They obtained quantitative or semiquantitative 
data for each of 41 different social, political, and economic Indicators 
of development for 74 LDC's (table 3). Some of these are based on two or 
more Indicators. IJ    Applying factor analysis to these Indicators they 
concluded that 70 percent of the variance In GNP per capita could be 
attributed to the sociopolitical Indicators and that It Is Just as 
reasonable to view underdevelopment as a social and political phenomenon 
as It Is to view It In terms of Intercountry difference In economic 
structure. 

Adelman and Morris made further applications of their factor analysis 
to the same set of data and divided their sample of countries Into three 
groups. These were Identified as having different stages of 
development—low, Intermediate, and high.  Separate factor analyses using 
the same Indicators were then made for the three different subgroups of 
countries. Identified as regional subsamples of African, Asian, and Latin 
American countries. Since It Is generally recognized that the three 
different regions correspond at least roughly to different stages of 
development, the authors found that the role of the factors varied 
somewhat from one stage to another, with social factors dominating 
Intragroup differences In per capita GNP for the low stage of development 
(Africa) and political factors dominating such differences for the 
Intermediate and high stages of development (Asia and Latin America). 

In subsequent studies, Adelman used discriminant analysis to Identify 
the specific Indicators that best predicted the development performance 
potential of Individual countries, or. In the language of the technique, 
best discriminated among different development performance groups (3^). 
They found that four Indicators (13, 23, 35, and 39 In table 3 In order 
of Importance) accounted for more than 99 percent of the variance among 
the different development performance groups. 
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Table 3—Indicators of social, political, and economic structure utilized 
by Adelman and Morris 

Soclocultural Indicators Political Indicators Economic Indicators 

1- Size of the Traditional 13. Degree of National 25. Per Capita GNP in 
Agricultural Sector Integration and 1961 

2. Extent of Dualism Sense of National 26. Rate of Growth of 
3. Extent of urbanization Unity Real per Capita 
4. Character of Basic .14. Extent of Centrali- GNP 

Social Organization zation of Political 27. Abundance of Natural 
5. Importance of the Power Resources 

Indigenous Middle Class 15. Strength of Democra- 28. Gross Investment 
6. Extent of Social Mobility tic Institutions Rate 
7. Extent of Literacy 16. Degree of Freedom of 29. Level of Moderniza- 
8. Extent of Mass Political Opposition tion of Industry 

Communication and Press 30. Change in Degree 
9. Degree of Cultural and 17. Degree of Competi- of Industrializa- 

Ethnic Homogeneity tiveness of Political tion 
10. Degree of Social Tension Parties 31. Character of 
11, Crude Fertility Rate 18. Predominant Basis of Agricultural 
12. Degree of Modernization the Political Party Organization 

of Outlook System 32. Level of Moderni- 
19. Strength of the Labor 

Movement 
zation of 
Techniques in 

20. Political Strength of Agriculture 
the Traditional Elite 33. Degree of 

21. Political Strength of 
the Military 

Improvement in 
Agricultural 

22. Degree of Administra- Productivity 
tive Efficiency 34. Adequacy of 

23. Extent of Leadership 
Commitment to Economic 

Physical Overhead 
Capital 

Development 35. Improvement in 
24. Extent of Political 

Stability 
36. 

37. 

38. 

39. 

40. 

41. 

physical overhead 
capital. 
Effectiveness of the 
Tax System 
Improvement in the 
Tax System 
Effectiveness of 
Financial Institu- 
tions 
Improvement in 
Financial Institu- 
tions 
Rate of Improve- 
ment in Human 
Resources 
Structure of 
Foreign Trade 

Sources: (1^, 46). 
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A critique of the Adelman and Morris approach to extending the scope 
of measurement of development leads to several observations. First, they 
may have Introduced some spurious correlations Into their analysis 
because some of their Indicators were partially based on combination of 
other Indicators (46). This Is especially true for the social Indicators 
used In their original factor analysis. 

Also, Adelman and Morris can be criticized for making arbitrary and 
unjustified assumptions (42). Procedures such as stepwlse regression and 
factor analysis Inevitably Involve certain arbitrary judgment, such as 
how to draw the line between one factor and another, or what variables to 
start with and deciding which and how many varlbles to add as the 
analysis proceeds. The results are often sensitive to such arbitrary 
choices. For example. In their attempt to define a more satisfactory and 
comprehensive Index of development, they Included only one economic 
Indlator (GNP per capita), even though they added additional economic 
Indicators In subsequent factor analyses (3^, 1^). The decision to Include 
or exclude variables Is defensible on grounds of a priori knowledge, but 
such a priori Information Is not admissible In multlvarlate analysis. 
Yotogoulos and Nugent suggested that Adelman and Morris, therefore, made 
their decisions about what Indicators to Include simply on the basis of 
whether or not they worked out well.  Such a procedure, of course, makes 
the results tautological (46). 

Adelman and Morris were not careful about formulating hypotheses and 
using appropriate methodologies to test them. Factor analysis can expose 
possible Interactions among the variables and assist in constructing 
hypotheses through Inductive reasoning. However, without a specific 
theoretical conceptual basis, the transition from correlation to 
causality is impossible.  Because of this limitation, factor analysis can 
be used only as: (1) ranking device, (2) a descriptive device, or (3) as 
a tool for Identifying the need for further analysis (for example, 
suggesting the need for new hypotheses) (36),  In each of these respects, 
it can be particularly useful when large numbers of variables need to be 
reduced to a smaller number of factors. At times, however, Adelman and 
Morris go beyond these legitimate uses of factor analysis and use the 
technique to establish causality. 

Adelman and Morris have classified complex data and established 
correlations that help to formulate specific hypotheses.  One such 
hypothesis based on their data and correlation analysis is that the 
relative importance of the factors that explain development varies from 
one stage of development to another, with social factors being more 
Important in the early stages and economic and political factors in the 
late stages. However, they cannot valldly use this correlation as 
evidence that their hypothesis is correct. Additional independent 
evidence, an analytical method to explain causality is required for this 
purpose. Formulating a theory on apriori considerations and testing it 
with appropriate data is a better approach than the one used by Adelman 
and Morris (46). 
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United Nations Research Institute for Social Development 

The united Nations Research Institute for Social Development (ÜNRISD) 
attempted to measure development by supplementing economic indicators 
with many social indicators.  Its approach was to choose quantifiable 
components of levels of living whose values were correlated with GNP per 
capita. McGranahan et al«, attempted to select the best available 
indicators of social and economic development, establish the relationship 
among them at different levels of per capita GNP, and finally combine 
them into a synthetic indicator of development (32). 

Development was defined in terms of the interaction of social and 
economic indicators.  The vide variety of measures analyzed focused on 
agreed-on international objectives and selected structural changes 
characteristic of growth. After extensive correlation analysis of 73 
variables using 1960 cross-section country data, they settled on 18 
highly interrelated, nonredundant variables (core components). The 
correlation coefficients (absolute value) of these core components with 
GNP per capita are between 0.64 and 0.93.  These were grouped into three 
categories—eight social, five economic, and five structural.  These are 
shown on the horizontal axis of figure 1. 

Figures 1, 2, 3, and 4 represent the application of their procedure 
to the Netherlands (an advanced European country), Ireland (a relatively 
less developed European country), Venezuela (an oil rich Latin American 
country) and the Philippines (an Asian country). 

Development can be measured for these countries in two ways:  (1) by 
their profile of social and economic characteristics (the variables are 
mathematically transformed so that these can be expressed in one figure); 
and (2) by a weighted average of the 18 characteristics, the "General 
Index," shown as the dotted line which is a representative average of the 
18 individual variables.  These variables are plotted on adjusted scales, 
so that a country at a particular development stage would have each of 
its indexes for the variables shown on the chart at the same horizontal 
level. 

For these four countries, the general indexes are 96, 74, 63, and 
24.  The GNP per capita in Venezuela, buoyed by oil exports, was in 
1959-61 about as high as that of the Netherlands (figures 1 and 3). 
However, in all areas of concern but per capita consumption of energy, 
Venezuela lagged behind the Netherlands, indicating that the country was 
less developed.  Ireland (figure 2) also lags behind the Netherlands in 
all variables except in per capita animal protein consumption and the 
combined primary and secondary enrollment ratio. The Philippines 
(compared to a typical country at its same general development level) has 
relatively high primary and secondary school enrollments, a relatively 
large manufacturing sector, and relatively low use of radios and of 
steel.  Table 4 shows the Development Index for 58 middle and low Income 
countries together with their per capita GNPs for about 1960. 
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Figure 1—Netherlands: Measures of Development by ÜNRISD Method 
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Figure 2—Ireland: Measures of Development by UNRISD Method 
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Figure 3—Venezuela: Measures of Development  by ÜNRISD Method 
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Figure 4—Philippines: Measures of Development by UNRISD Method 
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Such â Development Index seems to be a better measure of development 
than average GNP.  But the approach adopted by the UNRISD is complicated, 
less easily interpreted, and less well known than other existing measures, 

Basic Human Needs 

The Basic Human Needs (BHN) approach to measuring economic 
development shifts the focus to an even greater extent than the UNRISD 
team from measurement of income to measurement of social welfare.  The 
Overseas Development Council (37), as a major proponent of BHN, argues 
that given the deficiencies in the consumption pattern of the poor, and 
the lack of availability of the goods and services necessary for physical 
well-being, any measure of poverty income, no matter how carefully 
derived, will be inadequate for measuring the satisfaction of basic needs 
in health, nutrition, and shelter.  A composite indicator is therefore 
needed to summarize different rates of improvement and deterioration in a 
variety of categories, and to measure the extent to which the poor'sbasic 
needs have been met. Morris proposed the Physical Quality of Life Index 
(PQLI) for these purposes (37).  It synthesizes three indicators;  life 
expectancy at birth, infant mortality, and literacy.  These indicators 
measure results rather than inputs, and are comprehensive in the sense 
that they encompass many contributory influences.  In the index, each 
indicator is weighted equally and the range from lowest  to highest is 
set on a scale of 1 to 100. 

Countries need not have a high per capita GNP in order to achieve a 
high quality of life as measured by PQLI.  The absence of a strong 
correlation between per capita GNP and the PQLI shows that improvements 
in quality of life can be achieved before there is any large rise in 
GNP.  The UNRISD group stressed the correlation between GNP per capita 
and its indicators, but the PQLI confirms that much progress in improving 
social welfare is possible before high levels of per capita GNP have been 
achieved. 

Social Accounting Matrix 

An alternative approach to BHN is the Social Accounting Matrix (SAM) 
(5^).  Here the main interest is with the living standards of different 
groups within a society.  It can be viewed as a snapshot at one 
particular moment of an economy that shows the structure and nature of 
production, the distribution of income by households, as well as the 
composition of their expenditures.  The main emphasis of the SAM is on 
the links between growth, inequality, and employment, and also on how 
poverty is related to savings and investment, balance of pajrments, 
production, and distribution. 

The PQLI and SAM illustrate some of the major problems in the search 
for alternative measures of economic and social progress or welfare. 
These relate to both the need for an appropriate conceptual framework and 
data.  An advantage of the PQLI is that the necessary information is 



27 

Table A—Development index and per capita GNP for 58 countries 

Country Development index P.C. GNP 1959/61 

Ü.S.A. 111 2828 
united Kingdom 104 1369 
Canada 103 2092 

103 1515 
Swadan 103 1696 
Australia 98 1542 
Norway 98 1274 
Balgium 96 1247 
Natbcrland« 96 965 
Switzerland 96 1591 

Oennark 95 1300 
Germany, Fed. Bap. 94 1327 
France 88 1303 
Austria 86 867 
Finland 85 1085 
Israel 81 1220 
augary 75 - 
Bong Kong 7* - 
Ireland 74 653 
Japan 74 463 

Uruguay 74 494 
Argentina 73 551 
Poland 73 - 
Italy 71 684 
Venezuela 63 958 
South Africa 62 453 
Chile 61 604 
Spain 58 344 
Greece 52 432 
Portugal 52 300 
Tugoslaria 51 ^ 

(continued) 
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Country Development index P.C. 6MP 1959/61 

Costa Kie« 50 352 
Paaaa 48 385 
Cliiaa (Taiwan) 46 149 
Coloobia 46 253 
Jaaaiea 45 396 
Maxieo 44 348 
Brazil 38 267 
Paru 37 198 
Egypt 34 158 

El Salvador 32 231 
Jordan 32 196 
Nicaragua 32 238 
Syria 32 • 

Ecuador 31 202 
Dominican Rapublic 30 228 
Ubya 29 283 
Paraguay 29 160 
Turkay 27 202 

Iran 26 210 
Morocco 26 154 
Koraa, South 25 149 
Philippines 24 206 
Hondxiras 23 209 
Guatemala 21 269 
Ceylon 18 139 
Ghana 16 195 
Thailand 10 96 
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widely available, although as with GNP, the quality of the data varies. 
Some of the data required to construct a SAM is contained in the national 
income accounts, but additional survey research is necessary to collect 
the information on household accounts.  One of the main recommendations 
of Pyatt and Thorbecke (35) is that work on national data systems should 
be reorganized so that planning can be concerned with poverty and 
inequality as well as with growth. 

Government statistical offices in some developing countries are in 
fact collecting the kind of data necessary to construct a SAM, and SAMs 
are being built in at least a dozen countries, including Saudi Arabia, 
Sri Lanka, the Philippines, Malaysia, and Indonesia, raising the prospect 
of cross-national comparisons.  Both the World Bank and the U.N. 
Statistical Office are embarking on major programs to expand the 
availability of data on household and personal living standards.  The 
U.N. Statistical Office plans to initiate a major program to enhance 
national capabilities to conduct household surveys.  The World Bank's 
Living Standards Measurement Study is designed to explore and assess 
existing methods of measuring living standards, ranging from the 
conceptual links among household expenditures, welfare, and the national 
accounts to operational and methodological issues of measurement and data 
processing and storage (36). 

The above scrutiny of existing work suggests that there is no 
theoretical basis for delineating one or a set of social indicators as 
adequate measures of economic development.  The World Bank, after making 
a rigorous analysis of existing methods and concepts and assessing its 
own unique needs, has prepared a Social Indicators Data Sheet for 
individual countries.  An illustrative example of the data for Nigeria is 
given in table 5.  The data are similar to those contained in the UNRISD 
data sheet.  The Bank notes that '^although the data are drawn from 
sources generally judged the most authoritative and reliable," they may 
not be internationally comparable because of the lack of standardized 
definitions and concepts used by different countries in collecting the 
data.  The data are, nonetheless, useful to describe orders of magnitude, 
to indicate trends, and to characterize certain major differences between 
countries. 

The development of social indicators has proceeded at a much faster 
rate than the collection of data.  Data for many important indicators are 
lacking for many countries. Moreover, there is no theoretical basis to 
delineate a specific system of social indicators relevant to policy 
formulation.  The coverage of social indicators tends to be overly 
comprehensive relative to data collection and conceptualization. 
Likewise, attempts at aggregation have not been matched by attempts at 
providing theoretical basis and data gathering for social indicators. 
Further, social indicators have not adequately addressed two major 
concerns:  distribution of income and generation of employment.  These 
are reviewed briefly below. 
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HIGZKU 

I960   J^ 
MOST RKENT 

1970 ^ ESTIMATZ J^ 

tzrazncz CEOUPS (VZICHTEO AVSUGES 
 » tCST mCEWT  tSTIMATI)-^  

MZSDLE I1IC0H£ KIDDLE INCOKE 
ATRICA SOUTH Of  SABAIIA    lATIN AMERICA fc CARIBBEAN 

PUCATION. 
ADJUSTED ENROLLMEÎfr RATIOS 

»IMART:           TOTAL 
HALE 
FEMALE 

36.0 
46.0 
27.0 

3A.0 
43.0 
25.0 

42.0 
50.0 
33.0 

SBCGRDART: TOTAL 
MALE 
FBIALE 

4*0 
6.0 
1.0 

6.0 
8.0 
4.0 «. 

VOCATIONAL ENROL.   (X OF SECONDARY) 5.0 8.5 3.8, 

PUPIL-TEACHER RATIO 
PRIMARY 
SECONDARY 

30.0 
19.0 

34.0 
21.0 

34.0 
25.0 

ADULT LITERACY RATE   (PERCENT) 

CONSUMPTION 
PASSENGER CARS  PER THOUSAND 

15.0 

POPULATION 0.7 1.0 .. 
RADIO RECEIVERS  PER THOUSAND 

POPULATION 3.0 23.0 79.0 
TV RECEIVERS   PER  THOUSAND 

POPULATION 0.1 1.4 1.6 
NEWSPAPER   ("DAILY GENERAL 
INTEREST")   CIRCULATION  PER 
THOUSAND POPULATION 8.0 5.0 9.0 
CINEMA ANNUAL ATTENDANCE  PER  ' CAnTA •• 0.5 

LABOR FORCE 
TOTAL LABOR  FORCE   (THOUSANDS) 21788.5 25988.8 30331.1 

FEMALE   (PERCENT) 41.3 4*:. 6 40.0 
AGRICULTURE   (PERCENT) 70.8 62.1 56.0 
INDUSTRY   (PERCENT) 10.4 13.8 17.0 

PARTICIPATION RATE   (PERCEW) 
TOTAL 42.7 40.5 39.1 
MALE 50.9 48.8 47.4 
FEMALE 34.8 32.4 31.0 

KGNOMIC DEPENDENCY RATIO 

INCOME DISTRIBUTION 
PERCENT OF PRIVATE INCOME 
RECEIVED BY 

HIGHEST 5 PERCCrr OF HOUSEHOLDS 
RICHEST 20 PERCENT OF HOUSEHOLDS 
LOWEST 20 PERCENT OF HOUSEHOLDS 
LOWEST 40 PERCENT OF HOUSEHOLDS 

POVERTY TARGET GROUPS 
ESTIMATED AB SOLUTE POVDITY INCOME 
LEVEL (US$ PER CAPITA) 
URBAN 
RURAL 

ESTIMATED RELATIVE POVERTY INCOME 
LEVEL (USS PER CAPITA) 
URBAN 
RURAL 

ESTIMATED POPULATION BELOW ABSOLUTE 
POVERTY INCGHE LEVEL   (PERCENT) 

URBAN 
RURAL 

1.1 1.2 1.3 

472.0 
181.0 

402.0 
134.0 

61.7 
69.2 
51.4 

20.6 
29.2 
14.7 

7.0 

36.6 
24.3 

38.8 

83.5 

24.2 
0.7 

38.1 
54.3 
17.8 

38.8 
48.4 
29.4 

1.3 

99.7 
101.0 
99.4 

34.4 
33.5 
34.7 

38.2 

30.5 
14.5 

76.3 

43.0 

245.3 

84.2 

63.3 

22.2 
37.1 
23.5 

31.5 
48.9 
14.0 

1.4 

190.8 

474.0 
332.5 

Not  aval I ab le 
Not  applicable. 

NOTES 

Jjk^      The  group  averages   for  each  Indicator  are  populaclon-velghced  arithactlc  acAna.     Coverage  oí  cotmcrlea 
aaong  the   iadlcatora dependa on  availability of data and   la not unlfora. 

/b      Uniese othervlac  noted,   data  for  1960  refer  to any year  between   1959 and   1961;   for   1970.   between   1969 
and  1971;  and  for Moat Recent  Eatiaate.  between   1974  and   1978. 

2c,      1965-66  average;    2a. 1963;    2± Including ex-North Caacroon under British  adainiatration;    XL Certain 
fields of  study previously classified  imder  other eecond   level  education  of vocational   or  technical 
nature  are now reported \mder general  education. 
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Distribution of Income 

Recent empirical evidence (13_, 14_) from cross-country data seem to 
support Kuznets' hypothesis that the distribution of income becomes more 
unequal as development occurs before it improves.  Widespread poverty 
coexisting with a satisfactory GNP growth rate in many countries led to 
the concern about the distributional aspects of development and its 
measurement.  This is one area where the concern seems not to have been 
matched with development of needed indicators, variables, and data base. 
The percentage of national income received by the wealthiest 5 and 20 
percent of households as well as by the poorest 20 and 40 percent of 
households has been used in Income Distribution Indicators by the World 
Bank, which collected data for 1964 through 1974, but are not available 
for more than one half of low and middle-income countries. 

Generation of Employment 

Concern about widespread unemployment together with a high rate of 
per capita GNP growth in many countries was reflected in making the 
creation of productive employment opportunities, rather than aggregate 
income growth, a primary objective of policy during the seventies by many 
national governments, aid donors and international agencies concerned 
with development. 

There was a fundamental redirection of developmental strategy. A 
rural development strategy focusing on increasing the productivity of 
small farmers, the self-employed and landless agricultural workers, 
intended to give better access to land, water, credit, market, and other 
facilities.  An urban development strategy designed to restructure the 
modern sector tried to make it more responsive to the opportunity cost of 
labor and capital.  Subsequent emphasis on integrated rural development 
strategies and development of urban projects reflected this perception. 
Since the vast majority of the population in the underdeveloped world 
live in rural areas, and since urban unemployment is perceived as a 
spillover of rural unemployment, more attention has perhaps focused on 
rural development.  It is maintained that rural development strategies 
generate more employment among the poor and thus produce a more equal 
distribution of the benefits of growth.  The focus of this strategy is 
narrower than that of previous approaches in that the central objective 
is to increase the general welfare of a specific target population.  The 
united Nations, World Bank, U.S. Congress, as well as many LIC 
governments have expressed a growing interest in this equity-oriented, 
employment-generating approach with its focus on small farmers, landless 
workers, and the urban poor.  In particular, interest in comprehensive 
programs to facilitate access by the rural poor to agricultural inputs 
and other facilities has grown. 

The International Labor Organization (ILO) has long articulated the 
strategy of increasing employment opportunities in order to increase the 
effective demand of the poor.  But, the data gathered by it are not 
adequate for the purpose.  This is partly because of the inherent 
difficulty in the concept of unemployment, in gathering unemployment data 
in LICs, and partly because of the political sensitivity of the matter. 
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Need for Distributive Indicators 

The design of effective programs and projects for a equity-oriented 
and employment-generating strategy requires a better understanding of the 
distribution of assets, incomes, and access to nonfarm inputs and among 
different income classes of rural households in research, extension, and 
services and marketing facilities.  Other information needed Includes 
data on levels and types of employment, unemployment, effects of 
different patterns of technological transformation, structure of rural 
demand.  Indicators for many of these are still unsatisfactory.  Some 
regional studies exist but they provide only scattered evidence in these 
areas and there is no clearinghouse nor worldwide effort to develop a set 
of distributive indicators that describe and measure the development 
process itself. 

The World Census of Agriculture, currently prepared by the U.N. Food 
and Agriculture Organization at 10-year intervals, provides extensive 
land distribution data for member countries but only sketchy information 
on the distribution of nonland input use, of land and labor utilization, 
and resource productivities by size of farm.  Few of these country 
censuses include the number of landless households and how they 
participate in economic activity. 

Only a small number of country studies, sponsored by the Agency for 
International Development in the early seventies, have collected 
information on the distribution of institutional credit between small 
farmers and large land owners. 

The above review of social indicators provides examples of the 
limitations of existing indicators.  The challenge to the further 
development of social indicators is to provide an analytical basis for 
existing indicators, and to collect reliable, comprehensive, and 
comparable data for those indicators found to be useful for policy and 
program purposes.  More effort at the international level to develop 
distributive indicators to complement the national accounts and social 
indicators, is especially needed. 

LEGISLATIVE MANDATES OF THE U.S. CONGRESS AND NEEDED INDICATORS 

Congressional amendments in 1973 to Public Law 480 (The Agricultural 
Trade and Development Assistance Act of 1954) and the Foreign Assistance 
Act (FAA) of 1961 reflect the concern that despite a creditable GNP 
growth rate in many LDCs, the distribution of the benefits of this growth 
was often extremely uneven.  The U.S. Agency for International 
Development (AID) responded to this problem with equity-oriented and 
poverty-focused strategies.  The rising and widespread unemployment in 
LDCs, which first became apparent in the sixties, generated initial 
Interest in formulating labor-intensive strategies to equalize per capita 
Income and labor productivity in urban and rural areas.  The fact that 
large farmers had historically been the main beneficiaries of most aid 
programs and projects in agriculture contributed to AID efforts to 
emphasize employment-generation and income-distribution objectives in its 
programs and policies. 
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The 1973 amendments to P.L. 480 and the FAA required as a condition 
of U.S. assistance that the LDC's be more responsive to the needs of the 
poor majority. Another amendment to the Foreign Assistance Act in 1975 
mandated that the President establish appropriate criteria to assess the 
commitment and progress of countries toward fulfilling the objectives of 
FAA. It is this latter amendment that points to the need for additional 
development indicators. 

Public Lav 480 

P.L. 480 as amended through October 1, 1977, contains four Titles, of 
which I and III are especially relevant. 

Title I;  Concessional Sales 

Under Title I, the United States, through the Commodity Credit 
Corporation (CCC), finances the sale and export of commodities with the 
actual sales being made by private U.S. suppliers to foreign importers, 
government agencies, or private trade entities (PTE's).  More than 71 
percent of the value of all P.L. 480 commodities shipped from July 1976 
through the end of June 1977 were financed under Title I, included all 
concessional sales (made at terms more favorable to the recipient country 
than to a commercial buyer).  These sales are currently made either as 
dollar credit convertible local currency credit sales to foreign 
governments or PTE's. 

Section 6(b) of the Act states that agreements for the sale of 
agricultural commodities for dollars on credit terms shall include 
provisions to assure that the proceeds from the sale of such commodities 
are used for "such economic development purposes that directly improve 
the lives of the poorest of their people and their capacity to 
participate in the development of their countries".  It specifies that 
priority should be given to countries that agree to use the proceeds from 
the sale of commodities in accordance with the country's agricultural 
development plan, which should be designed to increase access of the poor 
in the recipient country to an adequate, nutritious, and stable food 
supply, and should provide for such objectives as making farm production 
equipment available to farmers, making credit available on reasonable 
terms and conditions for small farmers, assisting farmers through 
extension programs and technical information to improve the marketing, 
storage, transportation, and distribution of agricultural commodities, 
and developing the physical and institutional infrastructure supporting 
small farms.  Furthermore, the recipient country's economic development 
plan should provide for participation by the poor, insofar as possible, 
at the regional and local levels and should reach the largest practical 
number of farmers in the recipient country.  Section 103 of the Act 
contains a provision that the President shall; 
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o Take into account efforts of friendly countries to help themselves 
toward a greater degree of self-reliance, including efforts to 
increase their own agricultural production, (especially "through 
small family farm agriculture"), and to improve per capita 
production, facilities for transportation, storage, and 
distribution of food commodities, and to reduce their rate of 
population growth.  These self-help measures must be designed to 
"contribute directly to development progress in poor rural areas 
and to enable the poor to participate actively in increasing 
agricultural production through small farm agriculture". 

o Take steps to assure a progressive transition from sales for 
foreign currencies to sales for dollars.  Section 112(b) of the 
act requires the Committee on Agriculture, Nutrition, and Forestry 
of the Senate, or the Committee on the International Relations of 
the House of Representatives to submit to the President in writing 
information demonstrating that an agreement will "directly benefit 
the needy people in a country". 

Title III;  Food for Development 

Title III as revised in 1977 describes the new Food for Development 
Program.  Its objective is to establish a closer relationship between 
U.S. food assistance under Title I and the efforts of developing 
countries to increase the availability of food to the poor and to improve 
"their quality of life". 

Section 301(a) states that "in order to establish a strong 
relationship between U.S. food assistance and efforts by developing 
countries to increase the availability of food for the poor and improve 
in other ways the quality of their lives, the President is authorized to 
encourage the use of sources provided by the concessional financing of 
agricultural commodities under this act for agricultural and rural 
development (including voluntary family planning, health and nutriton 
programs), by permitting the funds accruing from the local sale of such 
commodities to be applied against the repayment obligations". 

Section 301(b) states that the overall goal of assistance under this 
title shall be "to increase the access of the poor in the recipient 
country to a growing and improving food supply through activities 
designed to improve the production and utilization of food, and to 
increase the well-being of the recipient country.  Assistance under this 
title shall be used for programs of agricultural development, rural 
development, nutrition, health services, and population planning". 

This section also states that "particular emphasis should be placed 
on activities which effectively assist small farmers, tenants, 
sharecroppers, and landless agricultural laborers, by expanding their 
access to the rural economy through services and institutions at the 
local levels and otherwise providing opportunities for the poor who are 
dependent upon agriculture and agriculturally related activities". 
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Foreign Assistance Acts 

Recent amendments to the FAA, especially to Section 102, aim to 
strengthen the development and use of performance criteria. 
Specifically, Section 102(d), added to the FAA In December 1975, requires 
that the ''President shall establish appropriate criteria to assess the 
commitment and progress of countries" toward the objectives for 
development assistance under Chapter I of the FAA.  These objectives, 
given with special clarity In Section 102(c), emphasize "participation by 
the poor" and better employment and Income opportunities for them In what 
Is often called a participatory development strategy.  Section 102(c) 
goes on to say, "assistance . . . should be used not simply for the 
purpose of transferring financial resources to developing countries, but 
to help countries solve development problems In accordance with a 
strategy that tries to Increase substantially the participation of the 
poor.  Accordingly, greatest emphasis should be placed on countries and 
activities which effectively Involve the poor In development, by 
expanding their access to the economy through services and Institutions 
at the local level and Increasing labor-intensive production".  Section 
120(d) provides the assessment criteria.  "For the purpose of assuring 
that development assistance furnished under this part Is Increasingly 
concentrated In countries which will make effective use of such 
assistance to help the poor toward a better life (especially such 
countries which are suffering from the worst and most widespread poverty 
and are in greatest need of outside assistance), the President shall 
establish appropriate criteria to assess the commitment and progress of 
countries in meeting the objectives set forth in subsection (c) of this 
Section and of other sections of this part.  In establishing such 
criteria, the President shall specifically take into account their value 
in assessing the efforts of countries to; 

o Increase agricultural productivity per unit of land through 
small-farm labor-intensive agriculture; 

o Reduce infant mortality; 
o Control population growth; 
o Promote greater equality of Income distribution, including 

measures such as more progressive taxation and more equitable 
returns to small farmers; and 

o Reduce rates of unemployment and underemployment. 

The International Development and Food Assistance Act of 1978 
emphasized the basic human needs objective of development and re- 
emphasized the mandate for the development and use of indicators of 
commitment and progress of achievement of these objectives.  Section 102 
of this act states in part;  "Development assistance provided under this 
chapter shall be concentrated in countries which will make the most 
effective use of such assistance to help satisfy basic human needs of 
poor people through equitable growth, especially in those countries 
having the greatest need for outside assistance".  In order to make 
possible consistent and Informed judgments in this respect, the President 
shall assess the commitment and progress of countries in moving toward 
the objectives and purposes of this chapter by utilizing the 
above-mentioned criteria. 
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In addition, in response to the United Nations Women's Year (1976) 
resolution, this act mandated that the U.S. assistance shall encourage 
and promote the participation of women in the national economies of 
developing countries and the improvement of women's status as an 
important means of promoting the total development effort".  (The Percy 
Amendment) • 

Hence, section 102 of this act, while firmly committing the United 
States to the principle of providing for the basic needs of poor people 
and the integration of women in development, calls for the development of 
indicators, but does not spell out how they are to be developed. 

In brief, the objectives of the FAA as modified by recent amendments 
are to assist developing countries: 

1. To increase their overall development and growth, with emphasis on 
agricultural development; 

2. To equalize the distribution of the incremental benefits of growth; 
3. To reduce unemployment and underemployment; 
4. To integrate women in development; 
5. To eliminate poverty and provide basic human needs; 
6. To enhance the quality of life of the poor; 
7. To adopt integrated rural development to help the poor and small 

farmers; 
8. To increase agricultural production through small scale farming, 

and land-intensive cultivation and to maximize output per unit of 
land; and 

9. To reduce infant mortality and control population growth. 

Most of the concerns of Congress, as well as those of foreign 
assistance agencies and recipient countries have not been accompanied by 
the design of appropriate indicators nor the collection of associated 
data.  To address these concerns and to implement appropriate policies, 
as well as to measure the commitment and progress of countries in 
achieving these objectives, a new set of indicators, namely the 
distributive indicators needs to be designed.  These new indicators 
should be able to monitor the allocation of inputs among different farm 
units and rural income classes. 

Designing appropriate indicators and collecting related data however 
are difficult tasks.  As the previous review of development and social 
indicators show, simple and meaningful indicators of development continue 
to elude social scientists. Moreover, there are significant obstacles to 
establishing and maintaining a set of appropriate indicators.  Countries 
for which data are needed most are generally those that lack both 
financial and technical capabilities.  Also, there is the important 
requirement that the indicators conform to standards.  Traditionally, 
therefore, the international agencies have undertaken these respon- 
sibilities.  However, much of the needed data are considered to be sensi- 
tive in nature; hence, country governments are understandably reluctant 
to share such information with the international agencies.  Nonetheless, 
only these agencies are capable of undertaking the required task of 
designing appropriate indicators and collecting the associated data. 



38 

The United States provides a major portion of funding for the 
international agencies.  Hence, U.S. representatives to these agencies 
are in a strong position to provide guidance on these issues and to play 
a more active role in influencing policies on indicator design and data 
collection.  With respect to economic indicators, support should be 
provided for the TCP projects.  In the area of social indicators, the 
emphasis should be on the theory of social development and its 
measurement as well as on efforts to collect additional data to monitor 
progress in selected areas such as unemployment, income distribution and 
resource allocation.  Finally, it is recommended that U.S. 
representatives to the international agencies promote the establishment 
and maintenance of a set of distributive indicators as suggested 
previously. 
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FOOTNOTES 

!_/ Underscored niimbers in parenthesis refer to sources cited in the 
bibliography at the end of this report• 

11 Primary sector means agriculture (including forestry, hunting, and 
fishing and mining). Secondary sector means industrial production 
that is contributed by manufacturing and construction. 

ZJ    Dualistic economies are those characterized by the coexistence of a 
small exchange sector and a large subsistence sector. 

kj    GDP refers to the gross output within the geographical boundaries of 
countries irrespective of the ownership of factors of production, 
whereas GNP consists of GDP plus net factor income from abroad. 

bj    Purchasing power parities measure the amounts of each country's 
currency required to buy equivalent quantities of goods and services. 

bj    International dollar has the same purchasing power over total U.S. 
GDP as the U.S. dollar in a given year, but with a purchasing power 
over subaggregate (components of GDP) determined by average 
international prices instead of by U.S. relative prices. For 
details, see (26). 

IJ    For example, indicator 6, extent of social mobility, is measured by; 
(1) the ratio of the population five to nineteen years of age 
enrolled in primary and secondary schools; (2) the importance of the 
indigenous middle class; and (3) the presence or absence of 
prohibitive cultural or ethnic barriers to upward social mobility. 

8^/ The correspondence points are derived from a best-fitting curve in a 
multi-dimensional scatter diagram involving all the indicators in 
question.  But because of lack of a general mathematical method, by 
which the best-fitting curve can be defined even in two dimension, a 
scatter diagram method was used by the authors.  For details see (29 
pp. 81-91). 
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