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CHAPTER 1 INTRODUCTION 

Economic development was traditionally viewed as an essentially "narrOll' 

economic issue, requiring a rapid increase of real per capita income for 

its achievement. Consequently, development has been defined in terms of 

the maintenance of economic growth, and conventionally measured in terms 

of Gross National Product, certain of its components, and their rates of 

increase. This attitude was associated with the predominance of 

Keynesian economics, with its emphasis on broad economic aggregates, in 

the 1950s, which was a time when widespread attention was first paid to 

the probl ems of development and underdevelopment. "There was a wi de 

consensus that economic growth was the measure of success, and the 

countries of the world \~ere ranked in 'league tables' according to the 

level and rate of growth of their income per head."l 

Today, however, economic development is no longer exclusively linked to 

economic growth; whereas the former increasingly embraces concepts 

pertaining to "quality of life", the latter simply continues to measure 

increases in output and productive capacity. Accordingly, Todaro defines 

development as follows : "Development is not purely an economic 

phenomenon. In an ultimate sense, it must encompass more than the 

material and financial side of people ' s lives. Development should, 

therefore , be perceived as a multidimensional process involving the 

reorganization and reorientation of entire economic and social systems. 

In addition to improvements in incomes and output, it typically involves 

radical changes in institutional, social and administrative structures as 

well as in popular attitudes and, in many cases, even customs and 

beliefs ... ,,2 

The adoption of economic growth as the chief measure of development was 

1 argely based upon the evi dently doubtful assumption that ei ther growth 

woul d automati cally "tri ck 1 e down" to benefi t all secti ons of the 

population , including its poorest members, or if the benefits of economic 

growth proved to be unequally distributed, this could be overcome by 

corrective government action . At the same time, it was occasionally 

argued that redistributive policies would be harmful to long-term 

development by reducing 

incentives, and, thereby, 

development itself). 

savings, investment and entrepreneurial 

the rate of economi c growth (and thus 
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Practical experience has demonstrated that these assumptions were not 

generally valid, and that highly unequal growth, as well as sUbstantial 

differences in the economic performance of various geographic regions and 

sections of the population, 

prolonged periods of time. 3 
were observed in many countries over 

Despite historically high levels of 

growth, large sections of the population in developing countries have 

remai ned poor, and frequently both their absol ute and re 1 ati ve economi c 

positi on have deteri orated. Thu s, Gha i observes : "In the devel opi ng 

world, only a few countries have been able to pioneer a growth process 

which has brought substantial benefits to the poor. In the great 

majority of countries, not only has growth failed to bring about any 

tangible improvements in the living standards of the poverty groups 

(usually but often inaccurately defined as the bottom 40 per cent) but it 

has often 1 ed to thei r absol ute impoveri shment. ,,4 Not only did the 

benefits of growth fail to "tri ckl e down" to the poorest secti ons of the 

population, but government action to counteract inequalities proved to be 

neither flexible nor always effective. Similar distributional problems 

have also been encountered on a regional, or geographic, basis. 

Furthermore, the fail ure to fi nd any empi rically consi stent correl ation 

between unequal income distribution and high growth rates, has called the 

purported need for income inequality as a condition for high rates of 

economic growth into question. 5 

As a result, there has been a widespread call for a redefinition of 

economic development, in terms that would include the elimination of 

absolute poverty in particular. Accordingly, Paul Streeten comments: 

"Development must be redefin'ed as an attack on the chief evil s of the 

worl d today; 
i nequal ity. ,,6 

malnutrition, disease, illiteracy, slums, unemployment and 

Likewise, H.Myint writes: "The old pessimism concerning 

their economic growth is now succeeded by the new pessimism that economic 

growth by itself may not alleviate the problem of poverty in the 

underdeveloped countries and that the process of rapid growth may by-pass 

or even worsen the situation of the poorer section of the people in these 
countri es. ,,7 

The preoccupation with economic growth as a measure of develoment has had 

a profound effect on the evol ution of regional de vel opment theories in 

general. On the one hand it resul ted in the subsequent pro 1 Herati on of 

theories concentrati ng upon regional growth; on the other hand it gave 
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rise to theories focusi ng upon 10cationa1 factors and the direction of 

producti on away from agri cu1 ture towards manufacturi ng and servi ce 

activities. Indeed, development theory in general came to concentrate on 

the achi evement of rapid urbani sation and increases in manufacturi ng 

output, whil e agricu1 tura1 and rural development were frequently 

neglected. Furthermore, the functional relationship between location 

theory and regional growth was often overlooked in theoretical 

discussion, thus ignoring the essential nature of economic development in 

many practical instances. 

As stated above, development policies based upon such limited theoretical 

precepts have frequently led to disappointing results, especially for 

failing to eliminate absolute poverty. This has recently precipitated 

certain new directions to development policy, including closer attention 

being given to the urban informal sectorS; a call for the adoption of 

appropri ate techno10gy9; a focus on small businesses as the means of 

employment and production10 ; and, more recently, the satisfaction of 

basic needs. One outcome has been the redefinition of economic 

development to include the reduction or elimination of poverty within the 

context of a grow; ng economy. 

The Basic Needs approach, in particular, recognises that so long as the 

poor remain deprived of the essentials required for an economically 

productive life, they would neither contribute to nor benefit from 

economic growth, but rather remain outside the economic process for all 

practical purposes. Overall economic development cannot occur unless it 

reaches all sections of the population, and this is not possible if the 

basic needs of large groups of people are not met. Todaro suggests: "All 

peop1 e have certai n basi c needs without whi ch 1 ife wou1 d be impossi b1 e. 

These 'life-sustaining' needs include indisputably, food, shelter, health 

and protection. Hhen any of these is absent or in critically short 

supply we may state, without reservation, that a condition of 'absolute 

underdevelopment' exists. A basic function of all economic activity, 

therefore, is to pro vi de as many peop1 e as possib1 e with the means of 

overcoming the helplessness and misery ariSing from a lack of food, 

shelter, health and protection. To this extent, we may claim that 

economic development ~ a necessary condition for the improvement in the 

'quality of life' which is 'development'. Without sustained and 

continuous economic progress at the individual as well as the societal 

level, the realization of the human potential would not be possib1e.,,1l 
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Conventional development theory (including regional growth and location 

theories) implicitly ignore this "condition of absolute underdevelopment" 

by virtue of their under1yi ng assumptions of homogeneous factor inputs 

and the typically resulting decreasing returns to scale. Thus individual 

progress (for example, in tenns of the satisfaction of basic needs) is 

also ignored and it is assumed that methods of production can be simply 

introduced anywhere and at any time with equal success. But all inputs 

are not qualitatively homogeneous, and unless certain "thresholds" of 

development have been reached (e.g. in tenns of Basic Needs sati sfaction) 

it may be impossi b1 e to employ peop1 e productively withi n the economy. 

Even highly abstract economic analysis has recognised this point, 

paradoxically overlooked in many development theories. For example, 

Graaff writes: "In general, the distribution of outputs among final 

consumers will affect the efficiency of labour - which means it will 

affect the classification of inputs ••• [Now] we have to recognize that a 

man's productivity may depend on what he has consumed in the past, and on 

what he consumes · out of current output. When 

alternative but to distinguish (in both social and 
functions) between physically identical units 

different consumers. ,,12 

it does, we have no 

private transfonnation 

of output goi ng to 

The acceptance of the necessity for a "critical supply" of 

"life-sustaining needs" implies a development policy based on increasing 

returns to scale. The consumption of such basic goods and services as 

inputs may well, at SUbsistence level, result in proportionately greater 

productivity and, hence, increasing output at rising marginal rates. 

This principle was, for example, recognised as long ago as 1890 by Alfred 

Marshall, when he wrote: "It may be noticed .•• that a small quantity of a 

commodity may be insufficient to meet a certain special want; and then 

there will be a more than proportionate increase of pleasure when the 

consumer gets enough of it to enable him to attain the desired end ... 

This case corresponds to the fact ••. that the capital and labour already 

applied to any piece of land may be so inadequate for the development of 

its full powers, that some further expenditure on it even with the 

existing arts of agriculture would give a more than proportionate 
return.,,13 
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The satisfaction of the basic needs described by, for example, Todaro as 

"critical", is more than likely to be at a level where average 

productivity is low. An increase in Basic Needs satsifaction may well 

result in a more than proportionate increase in per capita output, by way 

of the greater productivity thus induced. Such a critical minimum level 

of sati sfaction is functi onally anal agous to Rostow's "preconditi ons for 

take-off".14 As long as a society (or a region) remains so deprived of 

its basic needs that widespread productive employment is impossible, 

economic development cannot materialise in a comprehensive manner. 

However, once such a threshold has been passed, the "preconditions for 

take-off" woul d have been achi eved, and sustained economi c development 

becomes possible. 

This condition should (but frequently does not) form the basis of the 

"Low-level Equilibrium Trap" model 15 , where it is stated, usually 

without qualification, that unless a society achieves a critical level of 

per capita 

operate to 

income growth, "i ncome depressing forces" will continually 

return its economy to a positi on of subsi stence or 

stagnation. Hence a "critical minimum (growth) effort" is said to be 

necessary to pass this point of return, so that self-sustained economic 

growth becomes possible. Myint comments: "Whatever its drawbacks, the 

'take-off' theory at least suggests by means of historical examples that 

this [critical minimum] effort has to be sustained for two or three 

decades during which fundamental reorganizations in the institutional and 

productive structure should be taking place. On the other hand, the 

'critical minimum effort' theory does not concern itself with these 

important qualitative problems of the changes in economic and social 
organi zati on necessa ry for sustai ned economic development. ,,16 An 

institutional vacuum is thus said to characterise the (unqualified) 

"Low-level Equilibrium Trap" model, which might appear relevant in some 

cases but not in others. In other words, the model is lacking in 

potentially telling empirical content. 

Fai 1 ure to achi eve essenti a 1 reorgani zati on in the economy may be the 

cause of failure to pass the critical threshold necessary for sustained 

development. Writing on the economic development of South Africa, Truu 

notes: "The historical development of South Africa seems to have been 

such that the economy has evidently failed to evolve along a natural 

path, where SUbsistence farmers adopt specialisation and enter wage 
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employment in gradual steps. Instead, unskilled rural labour has been 

rather abruptly introduced into industrial production and city life, by 

no means unwillingly, but at considerable social cost in both the 

traditional and modern sectors of the economy. However, the elimination 

of precisely such negative externalities (as well as the creation of 

positive externalities) represents potential policy action, which is 

compatibl e with both efficient resource allocation and rapi d growth of 

output. Perhaps the current interest in small business, appropri ate 

technology, "informal sector activity and basic needs strategy represent a 

search for the "missing link" in the evolution of our economy.,,17 

Similarly, it is argued in this thesis that the satisfaction of basic 

needs may provide such a "missing link" in economic development policy, 

especially in a regional context. The failure of comparatively high 

rates of economic grol1th in underdeveloped regions to produce significant 

advances in economic development may well be that growth theory and 

pol icy have neglected the fact that a certain critical level of Basic 

Needs satisfaction is a necessary condition for economic development. 

Only when such a threshold of Basic Needs satisfaction has been reached, 

will the population of a "poor" region be receptive to the conventional 

economi c stimul i whi ch have been responsible for sustai ned growth and 

:successful development in economically more advanced societies. * 
Alternatively, the Basic Needs approach adopted here seeks to provide an 

answer to the questi on : why have some soci eti es or regi ons remained 

economically underdeveloped, even in an overall context or general 

environment of sustained economic progress? 

The importance of the critical level of Basic Needs satisfaction for 

economic development represents the central theme of the present 

dissertation. After this Introduction, an analysis of the Export Base 

regional growth theory follO\~s in Chapter 2. Location theory is 

di scussed in Chapter 3, together 11i th an attempted i ntegrati on of 1 ocati on 

*This argument should not be seen as "revolutionary", it is evidently 

subsumed in traditional Parnetian welfare economics, for example, as a 

widely accepted explanation of a positively sloped segment along an 

otherwise concave Itelfare frontier, or the Production Possibility 

Frontier from which it is derived. [See, for example, Graaff, J., de V., 

Theoretical Welfare Economics, (Cambridge University Press : Cambridge, 

1963), pp . 59-63, especially p. 61]. 
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and regional growth theories in the Principle of Cumulative Causation. 

In Chapter 4, an attempt is made to reconcile the Export Base theo~ and 

the Principle of Cumulative Causation. Basic Needs theo~ and the 

measurement of basic needs are discussed in Chapter 5, while in Chapter 6 

a strategy for meeting the critical basic needs is considered. In 

Chapter 7, an attempt is made to show the complementa~ nature of 

economic growth and Basic Needs satisfaction. Fi nally, Chapter 8 sets 

out the broad Basic Needs conditions in Ciskei, an economically 

less-developed region ina more affl uent South African context, 1 argely 

as a case study for a potential Basic Needs strategy. 
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CHAPTER 2 : THE EXPORT BASE APPROACH 

2.1 THE EXPORT BASE MODEL 

The Export Base Model, which considers regional exports to be the 

principal cause of regional growth, developed largely from empirical 

studies which indicated that many regions developed historically as a 

result of the exploitation of natural resources for export to other 

regions. As external demand for a region's natural resources expanded, 

so exports increased, tran sport 1 inks improved, further exports and fi rms 

producing for local consumption emerged, and capital investment flowed 

into the region. 1 Regional growth differences are partly the result of 

the uneven distribution of natural resources, but for the Export Base 

approach to be regarded.as a general theory of regional growth it was 

also necessary for it to explain the continued and sustained expansion of 

a region; to illustrate why regional specialisation, particularly in 

products other than those based on raw materials, occurs; and to 

postulate the conditions under which a region will grow or decline. 

The central assumption of Export Base theory is that exports are the sol e 

autonomous element of expenditure, all other elements being functions of 

income. For region i: 

Y i = (E i - Mi ) + Xi 

Ei = ei Y i 

Mi = mi Y i 
Xi = X (exogenous) 

where: Yi = gross regional income of region i 

Ei = gross expenditure of region i 

Mi = total imports of region i 

Xi = total exports of region i 

e i = marginal propensity to spend for region i 

mi = marginal propensity to import for region i 

· .•• (2.1) 

• ... (2.2) 

.••• (2.3) 

• ••• (2.4) 

Substituting equations (2.2) (2.3) and (2.4) into (2. 1) and simplifying: 

•••• (2.5) 
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It follows that regional income is a multiple of the level of exports 

(provided the marginal propensity to spend domestically (e i - mi) is 

less than 1) and the reciprocal of the ratio of regional exports to total 

regional income is the multiplier. The level of regional income is 

determined by the size of the export base and the multiplier [(2.5)], and 

the rate of growth of regional income is determined by the rate of growth 

of a region's exports, i.e.: 

Yi = f(x i ) •••• (2.6) 

where: Y i = rate of growth of output in regi on i 

xi = rate of growth of exports from region i 

Exports are assumed to be determi ned exogenously and hence the 1 evel and 

rate of growth of regional income is determined by factors outside the 

region. 2 All activities not producing for export are induced by the 

growth of export activities. 

Regi onal growth is 1 inked to the performance of the export base, which 

can decline, remain constant, or expand . If a region is to grow, its 

exports must increase, and if, for some reason, a section of the export 

base is dec 1 i ni ng, thi s wi 11 'have to be more than counteracted by the 

growth of otlier exports. The growth of a regi on's export base depends 

upon an increase in demand, whi ch may resul t from an increase in the 

income of other regions, a change in tastes, an improvement in the 

production cost position of the region's exports relative to that of 

competing regions, technological innovations, or the development of new 

exports. The demand for a regi on's exports hi nges not only upon the 

income of the regions to which it exports, but also on the extent of its 

absolute or comparative advantage in producing export products, and 

transport costs. The external demand for a region's exports is 

determined exogenously, but both production and transport costs are 

determi ned i nterna lly. Regi ons therefore stri ve conti nually to reduce 

production and transport costs so as to improve the competitive positions 

of their exports and their economic well-being. As regional exports 

grow, so external economies such as a skilled labour force and 

specialised marketing organisations develop and improve the competitive 

position of a region's exports. Such external economies may evolve 

around the region's export base and so reinforce its dependence upon 

existing exports rather than changing the export base structure. This 
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dependence is further rei nforced by 

which are most commonly directed 

i ndustri es. 3 

capital inflows into 

at the development 

the 

of 

region, 

export 

Industries producing inputs (including services) for export industries, 

and products demanded domestically by consumers employed in the export 

i ndustri es, will develop around the export base. Resi denti ary 

i ndustri es4 producing for local consumpti on depend upon demand withi n 

the region, and this demand originates from those employed in the export 

sector. The growth of residentiary industries is therefore determined by 

the growth of the export base. Over time, such industries may themselves 

produce for export and the export base of a regi on may therefore change. 

However, the growth of a region will -always be limited by the growth of 

the autonomous vari able, exports, while all economic activities not for 

export, particularly inputs of conrnodities and services, are induced by 

the expansi on or decl i ne of exports. 

The more open a region, the more important are changes in the demand for 

exports in determini ng regional growth. Increased demand for exports and 

ri si ng export pri ces wi 11 1 ead to increased regi ona 1 income and output 

and an increase in factor prices rel ati ve to those of other regi on s. 

Producti on factors used in the producti on of exports wi 11 be encouraged 

to mi grate to fast-growi ng regions, and, ceteri s paribus, regional growth 

will continue until the increase in export demand diminishes, or factor 

shortages arise. "Notice how the growth process tends to become 

cumulative in these export base models. The stimulus to export demand 

has both a multiplier effect on regional income and possibly an 

accelerator effect on investment as well... In addition, higher factor 

prices relative to other regions will draw in labour and capital. The 

inflow of labour will raise the demand for those goods which are produced 

and consumed locally, such as transportation, trade, personal services 

and government services. Subsidiary industries supplying specialist 

services to the export sector will also emerge as growth proceeds. These 

form part of the full range of agglomeration and localisation economies 

which, alongside any internal economies of scale existing in the export 

industries, will give further stimulus to the export sector by reducing 

producti on and di stri buti on costs. Over time, we may see subsi di a ry 

industries become less dependent on the original export sector and they 

mc\y begi n to export in their own ri ght. ,, 5 Consequently, regi ona 1 growth 
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may be uneven, coming in spurts of increased investment in both export 

and residentiarY industries. 

The Export Base Model vi e\~s a si ng1e regi on as part of a system of 

regions, and the rate of growth of a region will depend upon the growth 

of its exports to other regions, and, consequently, on the rate of 

increase in demand for the group of regi ons as a whole. As a regi on 

grows, so local savings increase. But these savings can only be invested 

in the export sector up to a certain limit, after which investment will 

be directed into other local industries. It follows that demand, and in 

particular the demand for exports, is the key to growth, and factors 

internal to the region (such as shifts in the consumption function, 

domestic investment, or changes in the level of government spending) are 

induced by the development of the export sector, or are considered to be 

insignificant. This is not to say that Export Base theorists deny that 

regi ona1 growth can result from investment in i ndustri es producing for 

demand internal to the region (residentiary industries), but, rather that 

such investment is usually induced by an autonomous expansi on in the 

demand for exports. 

A region's export base is an important determinant of its sensitivity to 

national economic fluctuations, as changes in the level of income in the 

regi ons to whi ch it exports affect its income through changes in the 

level of exports. Regional sensitivity to national economic fluctuations 

will depend upon the income elasticity of demand for the region's exports, 

with · regions specialising in products with high income elasticities 

subject to greater income fluctuations than those specialising in 

products with low income elasticities. Clearly, the wider the ral1ge of a 

region's exports, the lower its income elasticity is likely to be, and 

the less its sensitivity to national economic fluctuations. 

A region's export base is also a significant factor in the pattern of 

regional urbanisation, as points of economic concentration will develop 

around the distribution of the export base industries. "Nodes grow up 

because of · special 10cationa1 advantages that lower the transfer and 

processing costs of exportable commodities. Nodal centers become trading 

centers through which exports leave the region and imports enter for 

distribution throughout the area. Here speCial facilities develop to 

implement the production and distribution of the staples. Subsidiary 
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industries to service the export industry, as well as specialised 

banking, brokerage, wholesaling, and other business services concentrate 

in these centers and act to improve the cost position of the export. ,,6 

2.2 CRITICISMS OF EXPORT BASE THEORY 

Despite its strongly empirical origins, Export Base theory has been 

criticised for bei ng too narrow to be a general theory of regional 

growth. Export Base model s are expre ssed in terms of "the regi on" and 

"the rest of the wor1 dOl and so the importance of inter-regional linkages 

is ignored. But it is highly unlikely that the effect of an increase in 

exports on regional income can be determined if such linkages are 

overlooked. For instance, the amount of income that 1 eaks out · of the 

region in the form of imports is neglected. 

The Export Base Model is concerned only with the demand for the exogenous 

factor, the export base, but the definition or measurement of what 

comprises "the export base" would, in reality, be extremely difficult. 

In a mu1ti-commodity world, the effect of a change in exports on 

residentiary industries will vary from one part of the export sector t(l 

another. Industries that have strong backward and forward linkages that 

require close proximi ty to the export i ndustri es will have a greater 

impact on regi ona 1 income than i ndustri es wi th low 1 i nkages or wi th 

1 inkages not requiring proximity to the export industry . Consequently 

the effect of a change in exports wi 11 depend upon the type of export 

sector which changes, but thi sis neglected by the Export Base Model's 

consideration of only a generalised export base. 

The Export Base Model concentrates exclusively upon demand and ignores 

the importance of supply in regional growth. But the postulated division 

into "the regi on" and "the rest of the wor1 d" means that the source of 

demand for exports is ignored when different sectors would in fact cater 

for external markets of varying size with resultant differing impacts of 

changes in demand. In addition, residentiary activities may provide 

vital inputs for export sectors, and consequently be an essential element 

in regional growth. The demand for exports is assumed to be the only 

autonomous variable whereas, in the long run, variables such ''is 

government expenditure, technological progress, and other growth impulses 

internal to the region, may be important determinants of regional 
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growth. The neglect of internal growth factors is more serious the 

1 arger the si ze of the regi on studied. As the size of the regi on 

increases, so the relative importance of exports declines and that of 

internal growth factors increases. But the possibility of a region 

reaching a position where it is capable of generating autonomous 

self-sustaining growth is ignored. 

The larger a region, the more significant is the multiplier feedback from 

other regions . likely to be, and the greater the need for an 

inter-regional analysis. The export/regional income ratio [(2.5)] is the 

reciprocal of the multiplier, but it is inversely related to regional 

size. It follows that the size of the multiplier will vary according to 

the dimensions of the region studied, with expanding regions having a 

falling rate of export growth. The problem is further complicated by the 

fact that the marginal propensity to import may also vary inversely with 

regional size, and such a variation may counteract that of the 

export/regional income ratio. 7 

By contrast, the Neoclassical model in its application to regional growth 

predicts that regions runni ng import surpluses grow faster than those 

running export surpluses. But the Export Base theory implies that an 

increase in exports will result in a faster rate of regional growth. 

Rapidly growing regions \'/ill therefore run export surpluses except: when 

a region starts from a position of deficit;8 and \'/hen increasing 

exports are offset by higher induced imports. 9 "Unless the marginal 

propensity to spend is greater than unity, export base theory is 

applicable only to regions with excess capacity and unemployment. If 

regions do not have thi s spare capacity, attempts to expand the export 

base as a means of raising the rate of growth will be self-defeating, 

since they will come up against the full employment barrier."lO If a 

fast-growi ng region is to be a net exporter of capital (as in the Export 

Base case) it is necessary for the regi on to have a savi ngs rate hi gh 

enough to both finance rapid internal growth and to export capital to 

other regions. 

In sum, the Export Base Model can be critici sed on the grounds that it 

mere ly descri bes the hi storica 1 process of regi onal growth as observed in 

some regions, instead of analysing the underlying conditions determining 

regional growth or the demand for exports. Although it attempts to 
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introduce a spati al dimensi on into growth theory, the rol e of factors 

internal to the regi on and determi ni ng the demand for exports, are 

ignored. Furthermore, internal supply factors, autonomous investment, 

and i nter-regi onal factor flows are negl ected as determinants of regi ona 1 

growth when, as will be discussed in the following pages, such factors 

may be of considerable importance. 

2.3 EXTENSIONS OF THE EXPORT BASE MODEL 

2.3.1 Ti ebout 11 

The significance of exports for regional growth and, hence, the question 

of whether or not a region is capable of endogenous self- sustained 

growth, was central to the debate between Douglas North and Charles 

Tiebout in the Journal of Political Economy during 1955 and 1956.12 

North examined regional development within the USA and sugg~sted it could 

best be explained in terms of the traditional Export Base theory, with 

increases in exports being the only autonomous source of regional 

growth. Ti ebout argued, on the other hand, that the Export Base theory 

was too simplistic, and reasoned that regional growth could also arise 

from an endogenous increase in demand within the region. 

While the level of income may depend upon the level of both the dependent 

and the autonomous variables, Tiebout denied that there was any 

justification for maki ng exports the sole, or even the most important, 

autonomous variable. He proposed that: "Such other items as business 

investment, government expendi tures and the volume of resi denti al 

construction may be just as autonomous with respect to regional income as 
a re exports." 13 

The larger a region (in terms of the size of its economy) , the smaller 

will be the quantitative importance of exports as a proportion of total 

regional income, and the less realistic it is to assume that exports are 

the sole autonomous source of changes in regional income. While a change 

in a region's exports may result in a change in the level of its income, 

it is al so possible for a region to gro\~ with exports remaining constant, 

but with an increase in internal autonomous activities. The larger a 

region, the more likely it will be that factors affecting regional i ncome 

growth may be found withi n the regi on's borders. Central to the debate 
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was the problem of the size of the region being considered. The larger 

the region, the less important the export base, until, as Meyer pOints 

out: II It is quite obvious •••• that an economy can exi st wi thout exports 

and can grow without a growth of its exports, as must be true for the 

world economy taken as a whole." l4 

Ti ebout suggested that Export Base theori es ignore the importance of 

i nter-regi onal mul tipl i er feedback effects. A small regi on exporti ng to 

other 1 arger regi ons is unl ikely to be a major importer of those regi ons' 

exports. But a large region exporting to small neighbouring regions is 

likely to also import some of those regions' exports. It thus follows, 

that if the income of one region rises as a result of an increase in its 

exports, then its own imports of other regions' exports will also rise in 

turn, 1 eadi ng to an increase in thei r income and thus to a subsequent 

increase in their imports. In this manner, there would be a multiple 

increase in regional income, and the larger the region, the more powerful 

this multiplier will be. On the other hand, the exports of a small 

region will depend upon the incomes of its export markets, but the income 

of its export markets is unlikely to depend significantly on the income 

of the small region itself. The larger a region, the more the income of 

its export markets will depend upon its own income, and " •.. one is left 

in the uncomfortable position of having exports · in part a function of 

domestic income. illS 

While the development of an export base may be essential for regional 

growth in the short run, the possessi on of a cost advantage over other 

regions in the production of export commodities will determine the 

developmerit of such a base in the long run. Given long-term factor 

mobility, such an advantage in production costs will hinge on the 

development of residentiary industries producing inputs for the 

production processes within the region. Unless residentiary industries 

can supply the export industries and those employed in them with many of 

their necessary inputs and consumption needs, such inputs and consumption 

goods wi 11 have to be imported, with resultant increased production costs 

and a 1 oweri ng of any cost advantage the export i ndustri es may have over 

other regions. In the long run it may well be the development of a 

region's residentiary industries that determines its export and growth 

performance, and not vice versa. 
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Finally, Tiebout argues that optimal growth will not necessarily be 

achieved through maximising exports. He suggests that a region's limited 

resources of " factors, markets, transport etc., will be divided between 

export and residentiary activities, and if too few of the resources are 

allocated to either sector, the region will not be maximising per capita 

income. Given an optimal division of resources between these sectors, it 

is possible that if the export sector is too large relative to the 

residentiary sector, regional income will be increased by allocating 

fewer resources to the export sector and more to the residentiary 

sector. In this way it is possible for a region to grow by reducing 

exports rather than increasing them as required by Export Base theory. 

2.3.2 Hartman and Seckler16 

Hartman and Seckl er attempted to reconc il e the North/Ti ebout controversy 

by showing that a region is capable of both exogenous and endogenous 

self-sustained growth. Tiebout argued that the export base should not be 

seen as the sole source of regional growth and suggesteri that factors 

internal to the region may be equally important. North countered that 

while internal demand and supply factors could lead to regional growth in 

the short run, in the long run, growth was detennined by the export 

base . Hartman and Seckler " concluded that both external and internal 

factors could detennine the rate of regional growth. 

They suggested that "the si ne qua non of economi c growth is the act of 

i nvestment. Investment ultimately detennines both the supply of and the 

demand for commodities. ,,17 It follows that grOl~th theory should 

attempt to resolve the problef1l of detennining that rate of investment 

which will ensure equality of supply and demand. Hartman and Seckler 

depart from the traditional comparative-static Export Base Model and 

present a dynamic investment model of regional growth . 18 They begin 

with the proposition : 

•• • • ( 2. 7) 
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Where: \ = income, Ct = consumpti on, It = investment, Xt = 
exports net of imports of goods used in export production (i.e. local 
val ue added), MC t = imports of consumer goods, and Mk t = imports of 
capital goods used in the production of regionally purchased output, all 
at time t. 

Consumption in time period t is a function of income in the previous time 
peri od, i. e.: 

• ••• (2.8) 

Imports of consumption goods are a function of the level of consumption, 
i. e. : 

•••• (2.9) 

The level of exports is autonomous, i.e.: 

• • .• (2.10) 

Ha rtman and Seckl er note: "The fi rst four equati ons formlll ate famil i ar 
regional income relations - a regional income identity, a propensity to 
consume, a propensity to import and autonomous exports. This part of the 
model i ndicates that as exports increase or decrease regional income will 
increase or decrease by some multiple where the traditional multiplier is 
reduced by the import 1 eakage. ,,19 

Impor ts of capital goods are a function of the level of investment, i.e.: 

. •• • (2.11) 

Domestic investment is a funct i on of the change in consumption net of 
imports of consumer goods, and the change in exports , i.e.: 

. , •• (2.12) 
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Substituting equations 2.8 to 2.11 into 2.12: 

It = K ([b(l - c) Yt-1)-[b(1 - c) Yt-2) + eXt -Xt-1)) ••.• (2.12a) 
( ) 

Substituting equations (2.8) to (2. 12a) into (2.7) and simplifying: 

Yt = Xt + (1 - k) K eXt - Xt _1) + b (1 - c) 

[1 + (1 - k) K) \-1 (1 - k) Kb (1 - c) Yt - 2 •.. • (2.7a) 

Thus income in time period t is a function of exports in time period t, 

changes in exports between time peri od t and the previ ous time peri od, 

t-1, and the 1 eve1 s of income in previ ous time peri ods. In thi sway, 

regional income in any time period can be derived period by period from 

the level of exports and income per period. 

Solving equation (2.7a) Hartman and Seckler arrive at the general 

difference equation of regional income: 

\= 
1 

Xtr-_ 

- b (1 - c) 

+ K(1 - k) 

1-b(1-c) 

t t (xl) + a2 (x2) 

.••• (2.13) 

where a1 and a2 are constants, 'and Xl and x2 are the roots of the 
quadratic equations . 

Income in any time period is therefore a function of initial conditions, 

autonomous exports, and parameter val ues. It follows that an autonomous 

increase in exports results in an increase in investment [(2.12)), which 

in turn leads to a further increase in income [(2.7)). An increase in 

income leads to an increase in consumpti on [(2.8)], and a resultant 

further increase in income [(2.7)) and further investment in the 

following period [(2.12)). Via this multiplier/accelerator relationship, 

the initial autonomous increase in exports results in a much larger 

increase in income than the initial increase. Hence: "It is intuitively 

plausible that the autonomous increase in exports could set off a period 

, of induced growth where investment increases income, increases in income 
induce investment and so on. ,,20 
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path of re'gional income consists of two 

growth path descri bed by the fi rst two 

From equati on (2.13) the growth 

parts: firstly, an autonomous 

elements of the equation, i.e. __ X·t and K(l-m) 

l-b"-c) l-b(l-c) 

these being the simpl e export multipl ier and the multipl ier/accelerator 

effect on income resulting from changes in exports; secondly, an 

endogenous self-sustaining growth path described by the last two elements 

of the equation, a l (xl)t and a2 (X2)t, where the constants 

al and a2 depend upon the values b,K,c,m, and the initial conditions. 

The question which arises is whether the regional economy will follow the 

growth path descri bed by the autonomous factors or the endogenous 

factors. In other words, is regional .growth dependent exc1 uSively on 

autonomous el ements as suggested '" North, or is it capable of 

self-sustaining endogenous growth as proposed by Tiebout? 

Si nce the constants al ann a2 are both positive, the 1 ast two 

elements of equation (2.13) will only sho\~ a positive rate of grOl~th if 

the roots xl and x2 are greater than unity.21 With the intronuction 

of import leakages . from the region into the model, the val ues of band K 

are required to be even 1 arger if endogenous grO~lth is to occur. Both 

autonomous and endogenous growth are poss i b 1 e, but whether endogenous 

grO\~th actually occurs or not, will depend upon the values of b,K,m and c 

within the region. 

The regional gro\~th modp.l proposed bv Hartman and Seckler contains both 

an autonomous and an endogenous growt .• path [(2.13)] . Depending upon the 

val ues of the endogenous and alltonomous 

anyone of several states of growth. 

state, equation (2.13) would read: 

_--,-Xt __ 
l-b(l-c) 

elements, a region may experience 

For instance, in a stationary 

.... (2.14) 

and regional income would equal the level of exports multiplied by the 

export multiplier. This is the same as that suggested by the Export Base 

theory. But in a state of endogenous growth, equation (2.13) would read: 
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...... (2.15) 

where Xo is a constant and the export mul tipl i er/accel erator is 

zero . 22 Here the level of income would equal the level of exports 

multiplied by the export multiplier, plus the endogenous growth of 

i rcome. Export Base theory would be in error in calculating the rate of 

regional growth by an amount equal to the endogenous growth of income. 

In a state of exogenous growth vi a export expansi on, with endogenous 

growth impossible, equation (2.13) would read: 

\ = __ Xt __ _ 
l-b(l-c) + 

K(l - k) (X
t 

- X
t

_l ) 
•••• (2.16) l-b(l-c) 

and regional income would equal the level of exports multiplied by the 

export multiplier, plus the multiplier/accelerator effect of changes in 

exports . The Export Base theory woul d be in error inca 1 cul ati ng the 

rate of regional growth by an amount equal to the multiplier/accelerator 

effect of the change in exports, i.e.: 

Hartman and Seckl er' s model therefore demonstrates the defects of the 

traditional Export Base theory where income is determined only by the 

level of exports and the export multiplier [(2.14)] . Export Base theory 

ignores the possibility of endogenous growth [(2.15)] and the export 

multiplier/accelerator effect [(2. 16)]. 

The above analysis poses several important problems. Firstly, it fails 

to produce an equilibrium rate of regional growth as found, for instance, 

in the Harrod-Domar model s . Unlike the closed economies of Harrod-Domar 

models, where the equilibrium growth rates are determined by the 

exogenous supply of savings, in the case of a region , the supply of 

savi ngs is endogenous, flowing free ly in and out of regions within a 

nation in response to investment opportunities. Regions may be net 

importers or exporters of savings indefinitely and , as a result, there i s 
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no clear equi1brium or "warranted" rate of growth for a region. The 

desirable rate of grOl>'1:h for a region can only be determined empirically. 

Secondly, the model questions the suitability of analysing regions 

del i neated geographi cally. The more "closed" a regi on, the small er 

import leakages will be, and hence, the smaller the values of band K in 

equation (2.13) will have to be for endogenous growth to be possible. 

Consequently, the more "closed" a region, the greater the chance of 

endogenous growth, and the grO\>'1:h path of regi ons will depend 1 arge1y on 

whether they are delineated so as to be "open" o'r ';c10sed".23 

In terms of equation (2.13), import-reducing activities merely raise the 

level of income (i .e. short-term grOl>'1:h), whereas activities which 

increase the rate of growth of exports, rai se the rate of growth of 

income (i. e. long-term growth). If a new industry locates withi n a 

region, the level of regional income increases, but once this increase 

has been absorbed by the economy, the regi on will return to its ori gi na1 

rate of growth. Such an increase will ' have a once-only impact on 

regional income, whereas an activity which permanently raises the rate of 

growth of exports will raise the long-term rate of growth of income. 

A regional growth model should include a theory of structural change 

resulting from changing level s of demand. Hirschman24 suggested the 

concept of "thresholds", where domestic production rep1 aces imports for 

sectors linked by backward and forilard linkages to basic industries in 

developing regions. A threshold is that level of import demand at which 

domestic production becomes economically feasible, or where the output of 

a basi c industry reaches a 1 eve 1 that encourages the estab 1 i shment of 

domestic processing facilities. Once demand increases beyond this 

threshold and domestic regional production is feasible, not only , is the 

level of regional income raised, but also the rate of grOl~th, for: 

"Implied in a threshold is a level and, also a rate of growth, since the 

decision to locate would be an expectationa1 one based on future capital 

earnings potentia1.,,25 Once a region develops beyond the thresholds at 

which various new activities ' become economically feasible, this stage of 

grOl>'1:h may be characterised by the development of import replacing or 

induced activities, and growth is possible without increased exports. 
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In sum, Hartman and Seckler's regional growth model could be said to 

resolve the North/Tiebout debate by suggesting that both exogenous and 

endogenous regional growth are possible. Because of import leakages from 

a region, the conditions for endogenous growth may be such as to make it 

unlikely, but endogenous growth is nevertheless possible and should not 

be ignored. Any general theory of regional income growth should consider 

both the autonomous and induced components of investment. Finally, such 

a general regional growth theory should allow for structural changes 

within the economy of a region, as these too may be important sources of 

growth. 

2.4 POLICY IMPLICATIONS OF EXPORT BASE THEORY 

From the above analysis of regional growth, several conclusions may be 

drawn. Regions should be defined in terms of a common export base rather 

than in terms of geographical unit, as regional growth revolves around a 

common export base. Regional growth is determined by the growth of the 

export base, so in order to understand regional growth, the locational 

.factors that enabled the development of the export base must be 

examined. The export base is the primary determinant of regional income 

and consequently, of the amount of residentiary, secondary and terti ary 

activities that will develop, the character of subsidiary industries, 

population distribution, the pattern of urbanisation, and regional 

sensitivity to national income fluctuations. 

Regi ona 1 dependence on exports is re i nforced by local attempts to reduce 

export costs, and by capital inflows, which tend to be invested in the 

export base. Because of locational advantages, the e'xport base of some 

regions is manufactured product s. But thi s need not be the case, and 

secondary and tertiary industries m~ develop as the region grows, with a 

consequent wideni ng of the export base. Regional growth will tend to be 

uneven, as it depends upon an increase in exports and induced investment 

in export industries and other kinds of economic activity. Finally, as 

regional income grows, so local investment will spread from the export 

sector to other activities, some of which will themselves become export 

i ndustri es. 

The long run policy conclusion of Export Base theory is, like that of the 

Neoclassical theory, that, given long-run factor mobility, regional per 
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capita incomes and production will converge, so that no regional policy 

measures are necessary. But historical . experience has shown that such a 

conclusion is either invalid, or will occur in a time period that is 

unacceptably long. Despite its severe 1 imitations as a theory of 

regional economic growth, the Export Base theory nevertheless yields 

several important conclusions for regional economic policy. If regional 

po 1 i c i es a re to promote the growth of 

should be directed at the export base. 
the rate of growth of exports [(2.6)], 

underdeveloped regions, then they 

Regional growth is determined by 

and for the rate of growth to be 

increased, the growth of exports should be encouraged. An increase in a 

region's exports can be brought about by policies designed to improve its 

terms of trade, thereby lowering the price of its exports relative to 

those of competing regions. Such policies would include any instruments 

desi gned to lower producti on costs and export pri ces, such as regi ona 1 

export subsidies, the encouragement of technical innovations, increased 

productivity and lower transport costs. Alternatively, efforts can be 

directed at widening the export base, by encouraging new export 

industries, thereby raising the total level of exports. Regions with an 

export base with an inelastic demand should be encouraged to widen their 

export base to include exports \~ith an elastic demand . In this case a 

change in the region's internal economic structure is called for, and the 

direct encouragement of regional exports may be inadequate. 

Policies can also be directed at increasing the export base multiplier 

[(2.5)] by altering the marginal propensity to spend domestically 

(ei-mi)' either by increasing the marginal propensity to spend for 

region i, (e i ), or decreasing the marginal propensity to import 

(m i ) . Such a policy would necessitate the encouragement of 
resi denti a ry i ndustri es produci ng for 1 oca 1 consumption. In thi s way, 

import 1 eakages from the regi on woul ddecl i ne, domesti c expenditure would 

rise, and the multiplier effect of a given level of exports, Xi' on 

regional income would be increased. 

Finally, for self-sustaining endogenous growth to be possible, it may be 

necessary for a certain level or "threshol d" of economic development to 

have been achieved. In an underdeveloped region such a threshold may not 

have yet been attained and economic policy should be directed at its 

achievement. This concept shall form the economic justification for the 

Basic Needs approach discussed in Chapters 5 and 6. 



.- 26 -

2.5 NOTES 

1. Thi s capital investment includes improvi ng production processes and 

developing service industries for the export sector. 

2. Presumably by the incomes of regions importing region i' s exports, 

and their marginal propensities to import. 

3. Within its wider national boundaries, a region faces a trading area 

free of restrictions, and so the theory of comparative advantage is 

sometimes used to explain regional production patterns and 

specialisation in particular exports sectors. In terms of the 

Heckscher-Oh1in theorem, regions will specialise in the production of 

those products that make intensive use of their relatively abundant 

factors and wi 11 export these products to other regi ons . Such a 

theory must obvious1y assume that inter-regional factors flows do not 

normally occur, or else the concept of factor abundance is 

meaningless in the regional context. While this assumption can 

reasonably be made with regard to raw materials, it is less 

reasonable for labour and capital, which, especially in the long run, 

m~ be fairly mobile between regions. 

4. Residentiary industries may be defined as industries producing for 

demand internal to the region. 

5. Armstrong, H., arid Taylor, J., Regional Economic Pol icy and its 

Ana1ysi s, (Philip Allan: Oxford, 1978), pp. 36-37. 

6. North, D.C., 'Location Theory and Regional Economic Growth', Journal 

of Political Economy, vo 1. 63, 1955, p. 250. 

7. Richardson, H.W., Elements · of Regional Economics, (Penguin: 

Harmondsworth, 1969), p.20, notes: "An often quoted drawback of 

these (export base) models is that the size of the export base is an 

inverse function of the size of a region . It is sometimes implied 

that this is a crucial objection to base theory since we can more or 
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less obtain any multiplier value we desire by varying the scale of 

the region studied. But multiplier values are in fact higher for 

large regions. A large region will tend to have a smaller export 

base, but it will also have a low ~ (marginal propensity to import), 

and this will tend to raise ~ (the multiplier); conversely a small 

area wi 11 not only have a hi gh export-i ncome rati 0 but al so a hi gh ~ 

both of whi ch wi 11 tend to reduce K. Though the vari ati on of the 

importance of the export base with size of area remains awkward for 

the usefulness of base theory an offsetting factor is the covariation 

of X/V and ~." 

8. In this case it may, in the short run, have an improving regional 

balance of payments, but still remain in deficit. 

9. Thi s requires that the marginal propensity to spend be greater than 

one, which is only possible in conditions of explosive growth. 

10. Richardson, H.W., Regional Economics, (Weidenfe1d & Nicolson 

London, 1969), p. 339. 

11. Tiebout, C.M., 'Exports and Regional Economic Growth', Journal of 

Political Economy, vol. 54, 1956, pp. 150-164; and Tiebout, C.M., 

'Rejoinder', Journal of Political Econol1)y, vol. 64, 1956, p. 159. 

12. See also North, D.C., 'Location Theory and Regional Economic Growth', 

op.cit., pp. 243-258; and North, D.C., 'A Reply', Journal of 

Political Economy, vol. 64, 1956, pp. 165-168. 

13. Tiebout, C.M., 'Exports and Regional Economic Growth', op. cit., 

p.15l. 

14. Meyer, J. R., 'Regional Economics 

Review, vol. 53, 1963, p.32. 

A Survey', American Economic 

15. Tiebout, C.M., 'Exports and Regional Economic Growth,' op. cit., 

p. 162. 
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16. Hartman, L.M. and Seckler, D., 'Towards the Application of Dynamic 

Growth Theory to Regions', in Richardson, H.W., (ed.), Regional 

EGonomics : A Reader, (Macmillan: London, 1970), pp.98-105. 

17. Ibid, p.99. 

18. They make no attempt to specify an equi1ibruim rate of grOlfth because 

of the inherent difficulties in a regional context. "In a closed 

economy that rate is determined in cOnjunction with the marginal 

propensity to save a 1a Harrod Domar. In an open economy, such as a 

regi on, the prob1 em is much more diffi cult. For here one not only 

must enter import and export '1 eakages' into the system, but the 

whole question of a savings-determined 'equi1ibruim' rate of growth 

becomes hazy." Ibid., p.99. 

19. Ibid., p.100. 

20. Ibid., pp.100-10l. 

21 For this condition to be fulfilled, the values of band K must be 

relatively large. See Samuelson, P.A., 'Interactions between the 

r~ultiplier Analysis and the Principle of Acceleration', Review of 

Economics and Statistics, Vol. 21, 1939, pp. 75-78. 

22. Because exports are constant. 

23. For example, if regions are delineated in terms of common trading 

relations instead of geographically (i.e. import leakages are small) 

then endogenous growth \~i 11 be more 1 ike 1y. 

24. Hirschman, A.O., 

University Press: 

The Strategy of 

New Haven, 1958). 

EGonomi c 

25. Hartman, L.M. and Seckler, D., op. cit., p.105. 

Development. (Ya1 e 
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CHAPTER 3 LOCATION THEORY AND REGIONAL GROWTH 

In an economy · in which manufactures compri se a 1 arge part of total Gross 

Domestic Product, it is necessary to analyse the factors affecting the 

individual decisions of firms to locate within existing spatial patterns, 

before regional growth can be fully understood. In other words, the causes of 

existing distributions of economic activity must be examined and, if proven to 

be unsati sfactory, methods of altering the prevailing patterns should be 

investigated. Perl off, Dunn, Lampard and Muth view the importance of location 

theory for an understanding of economic growth as· follows: 

"Location theory suggests that growth in a given area's volume 
of economic activities .is directly related to two factors: its 
access at competitive costs to the inputs of production and its 
access at competitive costs to markets for the outputs of thi s 
production. The quantity and quality of a region's resources 
are therefore si gnificant for growth; and ·because so much of 
manufacturing involves the fabricating of processed materials, 
with many stages of value added, the availability of 
intermediate inputs may be equally or more significant . The 
size of the regional market and the proximity (in terms of 
transport cost) of national markets are also important 
considerations. The regions differ widely in these attributes. 
To understand the dynamic elements through which these relative 
regional advantages and disadvantages come into play, it is 
necessary to appreciate the principles behind location decisions 
in our economy. "1 

Despite the obvious importance of location theory for regional growth, 

regional growth theories frequently ignore its importance. The 

Neoclassical growth theory abstracts from the whole concept of space, 

while Export Base theory and its extensions do not specifically include 

el ements of 1 ocati on theory other than by way of general references to 

regional comparative cost advantages . Before regional growth theories 

which do include locational elements can be examined, it is necessary to 

first analyse the general factors affecti ng location and their importance 

in determining the location. of manufacturing activity. 
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3.1 GENERAL PRINCIPLES GOVERNING LOCATION 

Location theory attempts to analyse the importance of the economic 

factors influencing the distribution of economic activity in space. 

Although distribution is obviously affected by factors of a historical, 

cultural, topographical as well as economic nature, location theory 

exami nes only the purely economi c determi nants of 1 ocati on and, hence, 

has sometimes been accused of abstracting from many real world factors. 2 

In selecting his optimal production or trading site, the 

profit-maximising entrepreneur will choose a location \~hich enables him 

to maximise the difference between total revenue and total cost . Both 

revenue . and costs di ffer for alternative 1 ocati ons in accordance wi th 

variations in access to, and the price of, inputs (i . e. factors affecting 

supply) and in market access (i .e. demand) for the products concerned. 

If access to production factors is the principal determinant of location, 

the product is said to be ·input-oriented. If access to the market is the 

principal determinant, the product is said to be market-oriented. In the 

former case firms will tend to locate at the source of inputs, and in the 

1 atter, at the market. Sometimes nei ther input factors nor the market 

playa dominant role in the location of a firm and the location of the 

firm is then described as "indeterminate". In such cases firms may 

locate at either the market, or the source of inputs, or an intermediate 

location. In the extrenie case, where it does not matter ~Ihere a firm 

locates, \~e say that it is "footloose". A "spectrum" along which 

location decision-making may be classified, can be identified. At one 

extreme there are those activities \~hich maximise their access to inputs 

(primary, intermediate and finall. At the other extreme are those 

activiti es whi ch maximi se their access to markets (primary, i ntermedi ate 

and fi na ll. In between are activiti es that choose a 1 ocati on 

intermediate to inputs and markets; those that locate at either the 

market, or the source of inputs, or an intermediate point, depending upon 

parti cul ar circumstances; and those activiti es that are "footloose" and 

may locate anywhere. 
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3.2 FACTORS AFFECTING LOCATION 

3.2.1. Transfer Costs 

The cost of obtaining the inputs required for production and of 

distributing output to the markets differs for alternate locations, and 

is, therefore, an important determinant of location decision-making. The 

importance of transfer costs may depend on the type of product 

cons i dered. At one extreme, transfer costs are unimportant in 

determining location. Such a situation may arise, firstly, when 

transport costs are significant, but no transfer alternatives exist, and, 

secondly, where transfer alternatives do exist, but transfer costs are 

unimportant in determining location. The first situation may occur where 

an immobile essential input, for which there are no substitutes and only 

a s i ngl e source, is requi red in producti on. The second situati on may 

exist where transfer costs make up only a very small fraction of the 

total val ue of the product, so that the effect of transfer costs on the 

choice of location is unimportant. In terms of transfer costs the choice 

of location of such firms is unlimited, and the final choice is 

determined by location factors ot~er than transfer costs. 

Except in the two extremes of a fixed or indeterminate location, transfer 

costs have an important influence on a firm's location. Even in cases 

where inputs or outputs are itnmobil e, transfer costs wi 11 i nfl uence the 

location of the firm if alternative input sources and output markets 

exi st. For exampl e, an extracti ve industry ori ented towards the 

material-source will select that location giving greatest total access to 

both the ra\~ materi al and its potential markets, provi ded alternative 

sources of ral'! materials exist. But for the vast majority of industries, 

inputs and outputs are mobile, and so location decisions must be based 

upon a favourabl e resol uti on of the transfer costs of both inputs and 

outputs. The enti re economi c 1 andscape is a potenti a 1 producti on site 

and factors other than transfer c'osts may influence the final location 

decision. 

The importance of transfer costs for location is determined by the ratio 

of the transfer costs per uni t of di stance of inputs to those of 

outputs. If the ratio is high, then it is likely that the activity will 

be input-oriented, while a low ratio will result in market-orientation. 
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Thi s transfer cos t rati 0 is in turn dependent upon two factors - the 

relative ~Ieight of inputs to outputs, and the relative perishability of 

inputs compared to outputs. I~ei ght losses from the input to the output 

stage will mean relatively higher input transfer costs per unit of 

distance than output , transfer costs, and will, therefore, favour an 

input-oriented location. Conversely, weight gains in the production 

process will favour market-oriented locations. If inputs are perishable 

whil e output is not, the time factor i nvo1 ved in transportati on wi 11 

encourage i nput-ori ented 1 ocati ons.3 ' Output peri shabi 1 ity wi 11 

encourage market-oriented locations. 

Transfer costs are an important determi nant of the 1 ocati on of economi c 

activity and so it is not surprising to find that transfer costs have 

played an important historical role in the determination of the 

distribution of economic activity. Sites that were favourable in terms 

' of 1 ater out-:-moded methods of transport have often retained their 

advantageous position. As new modes of transport were developed they 

were used to connect the exi sti ng areas of concentrati on whi ch h'ad ari sen 

as a result of previous ,methods of transport. 

3.2.2. The Location of Inputs and Markets 

, The location of firms is not only determined by transfer costs, but 

also by the location of input sources and markets. Strict market- or 

input-orientation can only occur if markets or input sources exist at 

single points in space. In fact, inputs and markets are seldom located 

at single points and are distributed over wide areas. This is 

particularly true in the case of markets for consumer goods. People do 

not all locate at one or a few points in space, but instead live over 

wi de areas in varyi ng degrees of concentrati on. Consequently, even 

market-ori entati on can only be re1 ative, in the form of an approximate 

transport centre providing for an area11y distributed market - the extent 

of this distribution depending upon population density. A simi1 ar 

situation may exist for the supplies of inputs if production requires 

inputs that are distributed over a 'wide area. This applies especially to 

industries dependent on 'agricultural inputs that are produced over a wide 

area. Agai n, i nput-ori entati on can only be re1 ative in the form of an 

approximate transport centre drawing from an areally distributed set of 

input factors. 
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The effect of these factors is that the importance of i nput-ori entati on 

and market-orientation for firms using inputs located over a wide area, 

or produci ng for a scattered market, is weakened. But the importance of 

input- and market-orientation for firms located at one point in space, 

or producing for markets at one point in space, is strengthened. Of 

particul ar importance in these 1 atter two categori es are firms maki ng use 

in the process of producti on of i ntermedi ate inputs produced at one 

specific point, and firms producing intermediate products for a single 

firm located at some pOint. 

Population densities tend to be unevenly distributed in economic space 

and popul ati on is concentrated more in some areas than in others. Hence, 

markets . are larger in those localities where population is densely 

concentrated than where it is not. Simi 1 arly, economi cacti vity is 

concentrated more in some localities than others, and to the extent that 

firms supply intermediate inputs for other finns, the supply of inputs is 

likewise concentrated in specific localities. But population density is 

brought about by the exi stence of economic activity, and, therefore, 

densely populated localities and areas of concentrated economic activity 

usually coincide. The existence of areas of concentration is the outcome 

of past location decisions. To the extent that previous decisions 

crE!ated areas of concentration, future location decisions will be 

orientated towards these existing points. 

3.2.3. The Size of the Firm (Internal Economies of Scale) 

The size of a particular firm, and resultant economies of scale, are an 

important determinant of the location of the firm. For a given state of 

technology, firms will have to produce particular levels of output in 

order to produce most efficiently (in the sense of minimising average 

costs). But the 1 arger the 1 evel of output necessary for the firm to 

benefit from economies of scale and produce most efficiently, the fewer 

will be the possible input sources (for input-oriented firms) or markets 

(for market-oriented finns) available to the firm as possible location 

sites. Within an economy there exists only a fixed number of 

input-sou rces and markets. If 1 a rge-sca 1 e producti on . is requi red for 

maximum efficiency .and the firm is market-oriented, then firms will have 

to locate where they can serve a large market. If the market is evenly 

distri buted over the country, then firms producing the same products, and 
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requiring large markets, will be few and widely dispersed. But if 

small-scale production is required for maximum efficiency, then firms 

producing the same product will be relatively numerous and located in 

close proximity over the market area: If the market is unevenly 

distributed across the country then firms will be more numerous in areas 

of hi gh market concentrati on than low. When maximum effici ency requi re s 

large markets, finns will locate only at pOints of high market 

concentration. Similarly, for input-oriented firms,the requirement of 

large-scale production will mean that only relatively few finns can 

iocate near to an input source with limited supplies of inputs. 

Small-scale production will mean a larger number of finns can locate at 

each input source. 

3.2.4. External Economies of Scale 

External economies of scale are cost-savings originating from sources 

external to a firm, such as increased efficiency within an industry as a 

whole. Specialisation within an industry may enable individual firms to 

benefit from internal economies of scale. This results in lower costs 

for other firms wi thi n the industry for whi ch they provi de i ntermedi ate 

inputs. Similarly, the growth of an industry may lead to the 

establishment of specialist services catering for the industry, joint 

research projects, organi sed markets for output etc., which reduce 

costs. External economi es need not only ari se from growth withi n a 

particular industry, but also from within dissimilar firms, which 

together may lead to external economies such as organised raw material 

markets, improved transport networks, increased availability of skilled 

labourers, specialised services, electricity and \~ater. 

Not all external economies require that firms be located together. 

Economies such as improved research and technology may be available to 

firms wherever they are located. Others, such as economies resulting 

from improved transport networks, or the provision of electricity and 

water, may only be available if several firms concentrate \~ithin an 

area. External economies may be either mobile or immobile. If immobile 

and the result of concentration within a specific area, then they are 

known as agglommeration economies. 
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3.2.5. Agglomeration Economie~ 

Agglomeration economies are external economies of scale arlslng from the 

concentration of economic activity within a given geographic area and are 

therefore the result of past 1 ocati on deci si ons. To the extent that they 

influence future location decisions, the concentration of economic 

activiti es becomes a cumul ative process. The local i sati on of economi c 

activity may lead to external economies, thus lowering production costs 

and attracti ng new fi rms which in turn generate further economi es and 

attract more firms; and so the process continues, with economic activity 

becoming increasingly concentrated. 

Agglomeration economies go much further than the benefits of 

specialisation and exchange, and once the localisation of economic 

activi ty begins, addi ti onal attracti ons or economi es emerge, i nviti ng 

greater concentration. For example, urban areas have large elastic 

supplies of labour which enable firms to increase employment without 

necessaril y havi ng to raise wages. The greater vol ume and vari ety of 

employment opportuniti es offered by areas of economi c central i sati on 

attracts labour, and .is particularly attractive to skilled workers 

because of the greater opportunities for using their skills. 

Furthermore, because of economic growth, incomes within urban areas tend 

to rise faster than in slow-grO\~ing areas of lesser concentration. 

Consequently, firms face a relatively larger supply of skilled and 

unsk i 11 ed 1 abour than they woul din, say, an undeveloped rural area . 

t~oreover, areas of economi c concentrati on provi de fi rms produci ng ne\~ 

products with the largest possible market in the shortest possible time, 

which is particularly important for small firms. As urban areas expand, 

so communication channels, which tend to radiate outwards from the 

centre, are improved, and urban areas become the best points of 

communication Witll the rural areas. 

Agglomeration economies attract producers because of the advantages they 

offer both for supply and demand. The external economies generated by 

speci al i sat; on and concentrati on are attracti ve to producers from the 

side of supply because they decrease costs. But the concentration of 

labour also provides advantages on the side of demand because of 

ever-increasing markets, both in size and variety. Consequently, labour 

is attracted to producti on 1 oca 1 iti es and in turn prov; des producers with 
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a market for their output. Increased output attracts more labour, which 

provi des a 1 arger market that attracts more producers, and so the process 

continues and the concentration of economic activity results. 

As urban areas grow and incomes rise, so a greater volume and wider range 

of goods and services are demanded. These goods and services are 

frequently provi ded by fi rms attracted to the urban areas by 

agglomeration economies and demand for their products - in particular for 

those servi ces where di rect contact between the producer and consumer is 

essential . Consequently, the services sector in particular will tend to 

be concentrated within the urban areas. With an increase in income, so 

the income elasticity of demand for services tends to increase relative 

to that for goods (an Engel-Curve type situation) and at high income 

levels the services sector bec9mes the fastest growing. Since the 

services sector requires direct contact between producers and consumers, 

it will locate in urban areas (from which certain services may also be 

provided to the surrounding areas) and so at high income levels the rapid 

growth of urban areas is rei nforced. AllY tendency towards reduci ng the 

.size of areas of concentration which may arise from manufacturing 

activities now being induced to move to dispersed locations may be more 

than compensated for by the .growth of the services sector. 

Agglomeration economies are particularly attractive to small firms unable 

to generate significant internal economies themselves. Concentration 

~lithin specific localities enables small firms to enjoy Ule advantages of 

scale which large firms may be able to generate internally. They are 

able to experience the specialised services which are only possible \~hen 

provi ded fOI" a 1 arge market. 

~Jh il e 1 oca 1 i sed concentrati on of economi c activity may produce 

significant external economies of scale, likewise, overconcentration 

within a part i cular locality may lead to diseconomies of scale and 

increased costs of production. Such diseconomies include high land 

renta 1 s, hi gh wages because of 1 abour shortages, hi gh cost of local 

government, traffic congestion and pollution. To the extent that these 

di seconomi es outwei gh the aggl omerati on economi es, so urban areas wi 11 

lose their attractive appeal as location sites and their cumulative 

grO\~th wi 11 be hampered. 
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Aggl omerati on economi es represent an important factor in the growth of 

economic regions. Some external economies may be common to and benefit 

all regions. Others are immobile and make the locality within which they 

develop more attractive as a site of location than areas where such 

economies fail to develop. To the extent that the economies are 

immobile, they may result in regional cost differences which can be the 

cause of inter-regional growth divergences. Ceteris paribus, new finns 

are attracted to low-cost regions where they can take advantage of 

1 oca 1 i sed aggl omerati on economies and exi sti ng fi nns wi shi ng to expand 

will do so within the same localities. The result is that higher rates 

of growth will be experienced in areas where agglomeration economies 

exist than where they do not. Consequently growth within regions becomes 

cumul ati ve - a process that will be dealt with more fully in the next 

secti on. Si nce immobil e agglomerati on economi es usually coi nc ide wi th 

areas of high population density (and therefore large markets) they will 

reinforce tendencies towards market orientation. 

If external economies are not immobile, then they need not give rise to 

inter-regional cost differences, as all regions can benefit equally from 

the lower costs they provide. Accordingly, location decisions will be 

based upon factors other than mobile external economies of scale. 

3.3 APPLICATIONS OF LOCATION PRINCIPLES 

Using transfer costs as the primary locational determinant for a firm, 

Weber4 proposed that the 1 east-transport-cost 1 ocat i on will be 

some~lhere between the market and the sources of raw material s, or, under 

the condition that the weight of the product or one of its inputs 

exceeded the combi ned wei ght of the others, at the market or one of the 

material sources. Palander5 suggested that the least-transport-cost 

1 ocati on woul d be at a poi nt between the rna rket and materi a 1 sou rces if 

transport costs were unifonn over distance. But if they were va ri abl e 

(which he argued they usually are) then location would be either at the 

market or the materi al sources. Hoover6 strengthened thi slatter 

conclusion by submitti ng that transfer and loadi ng costs woul d lead to 

location at either the market or materi al sources, even if transport 

costs are uniform. This conclusion would hold unless there is a 

transshipment point between the market and materi al sources, in which 

case the transshipment point may be the least-transfer-cost 10cation. 7 
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Both Palander and Hoover concluded that a firm's market area is 

determined by the rate at which the delivered price of its good increases 

with distance from the production point. Consequently, high production 

costs and rapidly increasing transport costs per unit of distance will 

result in fi rms produci ng the same products havi ng small market areas and 

being located in close proximity to one another. But transport costs 

that fall over distance will lead to large market areas and a wide 

dispersion of firms producing the ,same product. 

Weber attempted to incorporate the concepts of aggl omerati on economies 

and low labour costs at points of economic concentration so as to arrive 

at a position of least-total-costs. But he suggested that a firm woul d 

only locate at a point where agglomeration economies or 10lt labour costs 

were present if the advantages outwei ghed the increased transpo rt costs 

implied by the move from the least-transport cost 10cation.8 Weber 

therefore takes into account transfer costs for inputs and outputs, 

1 abour costs and external economi es of scal e. The 1 ocati on of the fi rm 

is determined by the point of minimum tota 1 costs in terms of the 

trade-off between distance from inputs and the markets, advantages of 

locating at sources of cheap labour, and the advantages and disadvantages 

of agglomeration economies and diseconomies for all possible pOints of 

location. But Weber separates the pOints of agglomeration, labour 

concentration and the market, when it is likely they will all be located 

at the same point. Markets are normally largest at points of labour 

concentration and labour usually concentrates at points of economic 

activity - \~hich is where agglomeration economies are likely to exist. 

Consequently the point of greatest agglomeration economies, labour 

concentration and the largest market, is likely to be one and the same, 

and the attraction of a point other than the l~ast-transport-cost 

location (namely the point of the market and agglomeration economies) to 

be greater than Weber suggested. 9 

Palander and Hoover ignored the impact of economies of scale and 

agglomeration economies on the location of a firm lO and so were 

essentially advocati ng least-transport-cost rather than least-total-cost 

theori es. HO\~ever, the importance of economi es of scal e was taken into 

account in the determination of a firm's market area. Increasing returns 

to scale will lead to prices at the point of delivery falling as the 

market area increases and so finns producing the same product will have 
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large market areas and be widely dispersed. If transport costs per unit 

of distance fall . over increased distance, as Palander suggests, this 

tendency will be rei nforced. Conversely, for decreasi ng returns to 

scale, the delivered price would rise quickly with distance and producers 

wi 11 be encouraged to produce at i ntennedi ate 1 ocati ons between exi sti ng 

firms to serve areas with high delivered prices. Thus, production pOints 

would tend to be relatively close together and market areas relatively 

small. 

Least-cost location theories conclude that firms will tend to locate at 

material sources or markets, rather than intennediate points (unless they 

are transshipment points). This tendency is reinforced by the fact that 

the concentrati on of fi nns at markets and materi al sou rces means that 

these poi nts are those of hi gh 1 abour concentrati on (and therefore 

relatively low labour costs) and agglomeration economies. Not only will 

markets and materi al sources be the 1 east-transport-cost 1 ocati on, but 

should be the least-total-cost location as well. The degree of 

concentration of firms producing the same product at a market or material 

source will depend on the size of each firm's market area. This in turn 

depends on the rate at which their delivered prices increase with 

increased distance from the point of production and the increase in 

market size. 

The importance 

Chri staller12 , 

of transport costs were also .emphasi sed by Uisch 11 and 

who attempted to recti fy the fai 1 ure of 1 east-cost 

theories to deal with the importance of demand in location decisions. 

Prices rise the further a good is being sold from its centre of 

production, because of transport costs, and, hence, demand fall s. The 

result is that producers and service-centres will be evenly spaced, each 

having an identical marl<et area, hexagonal in shapel3 and making nonnal 

profits. The size of the market area · is detennined by the level of 

demand required by each industry or service to make nonnal profits. 

Different market sizes will exist for all industries and service sectors 

and where production points overl ap areas of economic concentration will 

be found14 , the size of the area depending upon the number of 

overlapping production localities. 

Losch and Chri staller used the effect of transport costs on prices and 

demand to arrive at a well-ordered system of production localities. But 
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they ignored other locational principles - particularly the importance of 

economies of scale. The larger the market area a good or service covers, 

the more it may be able to benefit from internal economies of scale and 

so prices may actually fall (or rise less slowly than the increase in 

transport costs) as distance from the pOint of production increases. 

Furthennore, the concentration of economic activity (and, hence, 

population) at a particular location may generate demands for new 

services not previously required. Concentration may provide external 

economies whi ch attract further producers and so increase the rate of 

growth of the centre and increase demand for goods and services. But 

thi s source- of growth is negl ected by the focus on factors affecti ng the 

demand for goods and servi ces, rather than their supply. Consequently, 

the forces of concentration towards a locality are underestimated by 

i gnori ng the attracti on of agglomerati on economi es and external economi es 

of scale, and an unrealistic vision of evenly-dispersed production is 

given. Moses 15 endeavoured to produce a general theory of 1 ocati on 

that would allow for both demand and supply factors. To achieve this he 

attempted to introduce the spatial variant into the theory of the finn by 
allowing for spatial variations in production costs and prices at 

alternative inputs, and for a non-linear production function (i.e. 

i ncreasi ng and decreasi ng returns to scal e). He concl uded that there is 

no one single optimal location point and that the optimum location varies 

with the level of output. It will be pure coincidence if the point of 

optimum location and the point of minimum transport costs are the same. 

The optimum location is seen to depend upon the price of inputs at their 

source; upon the effect of transport rates on the cost of inputs and the 

final product; on the geographic position of material s and markets; the 

properties of production functions; and the demand (revenue) function. 

Moses therefore strove to overcome the fai li ngs of least-cost model s -

their neglect of spatial variations in prices and quantities of inputs 

that might exist at alternative locations; the assumption of a linear 

homogenous production function (constant returns to scale); the 

disregard for spatial differences in production costs; and, hence, the 

conc 1 usi on that the optimum 1 ocat i on wi 11 be at the poi nt of mi nimum 

transport costs. In-stead he attempted to include all locational 

principles in the locational decision - transport costs, locational 

differences in prices, the geographic location of inputs and markets, 

constant, i ncreasi ng and decreasing external- and internal-returns to 
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scale, and demand factors. The optimal location of the firm was 

consequently seen to vary with output levels, and, hence, ~o depend upon 

both ·supply and demand conditions. 

Greenhut16 attempted to synthesise the least-cost and revenue 

maximi si ng approaches by providi ng for both cost and revenUe to be 

considered in selecting locations. He considered cost factors (including 

transport and production costs), demand factors (including the locational 

interdependence of firms and the market-form operating), cost-reducing 

factors (personal and economic), revenue-increasing factors (personal and 

economic) and "psychic" factors such as risk-taking. He concluded that 

location will take place where the difference between total cost 

(including personal cost) and total revenue (including personal or 

"psychi c" income) is greatest. Like Moses, Greenhut suggested that the 

optimal location of a firm varies with output 1evels, and, hence, with 

supply and demand conditions. But he did so for different reasons: 

whereas Moses used a simple neoclassical model of profit maximisation, 

Greenhut departed from the purely economic determinants of location and 

emphasised the role of "personal" and "psychic" factors in the location 

deci sion. 

The inclusion of non-economic factors, such as "personal preferences" and 

"psychic" income, into the location decision suggests that firms will 

tend to locate at existing points of concentration so as to minimise 

ri sks and maximi se "psychi c" income. Because of uncertai nty and an 

inability to accurately calculate maximum total profits, firms may rather 

settle for "sati sfactory" profits and these are most likely to be found 

at points of existing economic concentration \~here markets are large and 

external economies of scale are experienced. 17 Firms may not locate at 

the optimal profit-maximisi ng location if they · believe it to involve 

greater risks than alternative locations. In particular, new locations 

for particular industries involve greater risks than existing locations . 

3.4 IMPLICATIONS OF LOCATION THEORY FOR REGIONAL GROWTH 

The location of a firm depends upon transfer costs, the location of 

inpu~s and markets, internal and external economies of scale, and 

aggl omerati on economies. But these factors are themsel ves often the 

outcome of earlier location decisions. Transport networks normally link 



- 42 -

exi sti ng areas of 

and manufactured 

industries have 

economic concentration, while the location of markets 

inputs 

located 

depends on where 1 abour and manufacturi ng 

in the past. External and agglomeration 

economies are, likewise, the product of previous decisions to locate in 

close proximity to existing finns. Thus present location decisions are 

largely dependent upon decisions made in the past, and to the extent that 

those decisions provided existing areas with advantages over others, the 

cumulative nature of these areas of concentration is reinforced. 

Based upon the assumptions of a spatially uniform distribution of demand 

and production costs, the location of firms may be expected to be 

di spersed across a regi on 

degrees of concentration. 

either evenly or at least in many various 

But, given variable transport rates per unit 

of distance, and transfer costs, firms will tend to locate either at 

existing markets or · input sources. Except for raw materials, many of the 

inputs required by finns are produced by other firms and, hence input 

sources wi 11 frequently be areas of ex i sti ng economi c concentrati on. 

Because of external economies and agglomeration economies, existing 

points of concentration will also tend to be points of low-cost 

production. Furthermore, the concentration of population in areas of 

high economic activity will mean that these points are also larger 

markets for products than areas of low popul ation density. Accordi ngly, 

both cost and demand factors will encourage the further centralisation of 

economic activity at points where it has previously converged. 

Contrary to Losch's idyllic world, (in which the firms of every industry 

are distributed in even patterns across the region), the forces of 

location suggest that firms will be distributed unevenly in space. 

Existing areas of economic activity have strong attractive powers as 

locational sites, while undeveloped areas have 1 ittle attractive appeal . 

Consequently, areas of economic concentration will continue to expand and 

the location of firms to become even more concentrated. The implications 

for regional economic growth are considerable. Within a country or 

economic area, manufacturing activities and services will tend to be 

unevenly di spersed, with some areas of concentration and de vel opment, and 

others 1 a rgely devoi d of economi cacti vity and, consequently, 

undeveloped. Even within regions some constituent localities will be 

developed and others undeveloped. 
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In an economy in whi ch mariufacturi ng and services compri se a 1 a rge 

proportion of Gross Domestic Product, economic growth will depend largely 

on growth in these sectors - and regional growth, on where it is 

located. Location theory suggests thi s growth will be confined largely 

to existing areas of economic concentration. Thus fast-growing regions 

and areas within regions will continue to grow, while areas within which 

there is little economic activity, to stagnate. Economic growth is 

therefore cumul ati ve in nature - a conc 1 usi on that wi 11 be expanded upon 

in the fo 11 owi ng page s. 

3.5 .THE THEORY OF CUMULATIVE CAUSATIml 

Neoclassical and export-base theories attempt to explain regional 

development disparities in tenns of factor endowments - those areas 

favoured by climate, natural resources and population will develop more 

rapidly than those less favourably endowed. Consequently, development 

depends largely upon hi storical accident. Such theories may be adequate 

for 1 and-based acti viti es such as agriculture and mi ni ng where resource 

endowment detennines the crops to be grown and the minerals to be mined; 

but as a general explanation of the development of manufacturing 

activities (which account for the greatest part of regional and national 

development disparities) resource endowment alone is insufficient. The 

factors influencing the decision of a finn to locate in one region rather 

than another are ignored when they may be vital in the detenniniation of 

regional growth. 

regional growth 

location. 

Just as location theory ignores 

theori es frequently negl ected 

regional growth, so 

factors affecting 

Hence the 1 ocat i on of firms and regi ona 1 growth cannot be consi dered 

separately. But the location of manufacturing activities within a region 

cannot be explained by that region possessing a large quantity of 

capital, as such capital endowment arises only because manufacturi ng 

activites located there in the first place. Nor can the uneven 

di stri bution of those "footloose" industries where transport costs are 

unimportant 18 be sucessfully expl ai ned by 1 ocati on theory, except to 

suggest they will be "market-orientated". But thi s agai n begs the 

questi on, for the market exi sts only because manufacturi ng acti viti es 

located there historically in the first place. 
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The Pri nci pl e of Cumul ati ve Causati on attempts to provi de a synthesi s 

between Location and Regional Growth theories, and to explain persistent 

spatial differences in levels of economic development as measured by per 

capita income, employment and industrialisation. It is concerned with 

the conditions leading to, and perpetuating, regional growth differences, 

the polarisation of economic activity in specific regions within a 

national economy, and/or in specific centres within regions. The basic 

premise of cumulative causation is that regional growth is 

self-reinforcing by nature, so that developed regions will continue to 

deve lop, whi 1 e underdeveloped regi ons wi 11 decl i ne still further. The 

process of cumulative causation is double-edged, working in both an 

upward and dOl~nward direction, resulting, unless regulated, in greater 

regional inequalities . Armstrong and Taylor observe: "The polar.isation 

hypothesis [cumulative causation] differs from other models in three 

ways. First it is primarily concerned with the conditions leading to the 

reinforcement of growth differences between regions. Second, it stresses 

a wide range of different mechanisms which could contribute to the 

perpetuation of regional grOlrth differences. Third, one hesitates to 

call the polarisation hypothesis either a theory or an hypothesis. It is 

really a group of ideas, concepts and bits-and-pieces culled from 

numerous theori es. ,,19 

Myrda1 20 suggests that economic theory in general is unsuited for a 

study of regional or national development, because it is based explicity 

or implicitly on the assumption of stable equilibrium - that economic 

forces .wi 11 tend to counteract one another so as to b ri ng the system to a 
state of rest. Instead, a disturbance may produce reactions which tend 

in the same direction as the primary change, causing the system to move 

even further from the initial position than the primary change suggested. 

The cumulative process resulti ng from a disturbance to the system can 

come to an end as a result of an offsetting exogenous change of equal 

strength, or pol icies desi gned to counteract the movement. Such 

counter-ba 1 anc i ng forces are not, however, the natural outcome of the 

system implied by the notion of stable equilibrium. The position reached 

is unstable, since any further changes can lead to a cumUlative movement 

in the direction of the new changes. If at any point in time the 

economic system is at rest and all the forces acting upon it tend to 

counteract one another, then such a situation exists purely by chance and 
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is not one of stable equilibrium. A change in anyone of the forces 

acting upon the system will bring about changes in other forces and 

"sta rt a cumul ati ve process of mutual i nteracti on in whi ch the change in 

one factor would continuously be supported by the reaction of the other 

factor, and so on in a circular way. ,,21 

The principle of cumulative causation renders futile any attempt to 

isolate a Single overriding factor "causing" 

di sparities, as all such factors are interlinked. 

regional development 

For the same reason 

any division into "economic" and "non-economic" factors is inapproporiate 

and this may sometimes necessitate a break from traditional economic 

theory. At the same time it means that economic development via the 

cumulative process can result from policy measures applied to anyone of 

the many factors in the system, although the results of such policies may 

differ dependi ng upon \~hi ch factor they are appli ed to. Because of 

cumul ative causati on, the total effects of pol i cy-i nduced changes may 

exceed the costs and magnitude of the policies themselves, and, 

consequently, justify the immediate sacrifices such reforms may entail. 

The pri nd p1 e of cumu1 ati ve causati on may be more readily applied to the 

problem of regional development and underdevelopment within national 

boundaries than stabl e equilibri urn theory. Of crucial importance is the 

need for a region to develop an initial advantage over other regions, for 

once a region begins to develop, the nature of the economic system 

enables it to continue to grow at the expense of other regions in the 

economy, through the process of c umu1 ati ve causati on. "The resul tis a 

vicious spiral of economic growth which may enable a region to continue 

to grow rapidly long after its intitia1 advantages have withered 
away. ,,22 

Regional growth differences are the outcome of both internal and external 

economies of scale. In the same way as a fast-grow; ng firm may gain a 

competitive cost advantage over its rivals through the existence of 

internal economies of scale, so too many regions as a whole gain 

competi ti ve cost advantages over other regi ons through the exi stence of 

external economies of scale. In both cases, growth will be cumulative. 

External economies of scale are reductions in average costs and are the 

consequence of the interrelated nature of economic activites. They 
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consi st of 1 oca 1 i sati on economies and urbani sati on (aggl omerati on) 

economies. Localisation economies ari se from the geographical 

concentrati on of fi nns wi th strong input-output 1 inkages in the same 

industry. The concentration of firms that i ndivi dually produce for the 

different stages ofproducti on in an industry all ows special i sati on to 

take place. Consequently, there is an increase in efficiency' and a 

reduction in the average costs of production. Localisation economies 

that might develop are: the establishment . of specialist services 

catering for various industries; the joint-sharing of facilities; 

subcontracting in the production process; joint research and innovation 

within an industry; the creation of a skilled labour pool; and "in a 

world distinctly not perfect in formation flows, such geographical 

concentration strongly .reduces the risk and uncertainty of industrial 

activity and innovation. ,,23 But not all external economies require 

that firms locate within close geographical proximity of one another. 

The more mobile are the external economi es, the 1 ess pOlterful wi 11 be the 

attraction of geographical concentration,and the more developed 

transport and communication networks are, the more mobile will external 

economies be likely to be. To the extent that .localisation economies are 

mobile, the weaker will tendencies for geographical centralization be; 

but the more immobil e they are, and the more they reduce average costs, 

the greater the incentives for the spatial concentration of economic 

activity. 

Urbani sation or agglomeration economies are the outcome of the 

geographical centralization of a large number of economic activities not 

necessarily all in the same industry. They arise from the concentration 

of services cateri ng for many industries such as transport; 

~/ell -organised labour markets; large pools of skilled labour; social 

infrastructure; government, legal and commercial services; and 

financial institutions - as well as producers of inputs for several 

industries. Urban centres provide large markets and so are particularly 

attractive to market-oriented industries (especially service industries), 

and, in addition, provide many social and cultural activities which may 

influence the location decisions of enterpreneurs. Furthermore, the rate 

of innovation and invention in positively related to the growth and size 

of urban centres,24 which means further reductions in production costs, 

and further incentives for industri al concentration. 25 The more 

immobile they are, and to the extent that they reduce a verage costs, 
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agglomeration economies provide a powerful inducement for the 

concentration of economic activity. 

Localisation and agglomeration economies together play an important role 

in bri ngi ng about the concentrati on of economi cacti vity withi n certai n 

localities or regions. This concentration has a cumulative effect on the 

economic growth of a region, which, because of increasing specialisation 

and economi es of scal e, becomes i ncreasi ngly attracti ve as a producti on 

locality. The crucial point is that market forces are cumulative by 

nature and tend to increase rather than decrease regional i nequal ities. 

Left unchecked, market forces would result in industrial, commercial and 

financial activities concentrating in certain regions and localities 

only, leavi ng the rest of the national economy rel atively untouched by 

i ndustri al development. Areas of economi c concentrati on are determi ned 

by the initial location of activities, often for advantages which later 

cease to exi st, but whi ch are superseded by the cost advantages of 

economies of scale. The importance of an initial headstart in 

determining the growth of a region is once more emphasised . 

The increasing attractiveness of existing areas of economic concentration 

give ri se to "backwash effects" which act to the benefit of developed 

localities and to the detriment of undeveloped regions . The efficiency 

of developed localities as centres for production and the high levels of 

demand wi thi n 

high returns. 

these areas makes them attractive investment sites offeri ng 

Consequently, capital will flow from the less-developed to 

the developed regions - the banking system being an important instrument 

in this process as it takes savings away from the underdeveloped regions 

and invests them in the developed regi ons \~here the demand for investment 

and the returns are much higher, while the risks are much lower. Higher 

wages in the developed regions and the additional social facilities (such 

as schooling, entertainment etc . ) which they offer, will persuade workers 

to mi grate from the underdeveloped to the de vel oped regi on s, where 

employment opportunities are greater and more fruitful. Of vital 

importance in this regard, is that it is the most efficient, enterprisi ng 

and young workers who tend to emigrate , and so the backward region's 

ability to catch up with the developed regions is further reduced by an 

unfavourable demographic distribution26 and a diminishing local market. 
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As labour leaves the underdeveloped region and is employed in the 

developed region, "the first effects of thi s migratory process would be a 

reducti on in the demand for fi na 1 output in the depressed regi on and an 

increase in such demand in the prosperous region. Consequently, a 

negative employment-output multiplier process is set off in the depressed 

region, while the opposite occurs in the prosperous one. In Keynesian 

dynamics, the wage ,adjustments wrought by the respective labour markets 

are too slow to compensate for interregional differences in employment 

opportunities, which tend to become cumulative in the course of time. 

Consequently there is no automatic tendency towards the i nterregi onal 

equalisation of wage levels. Furthermore, there would be no compensating 

flow of capital in a direction opposite to inter-regional movements of 

labour The consequence of migration would therefore be the 

entrenchment of prosperity in the al ready prosperous and of depressi on in 

the al ready depressed region. ,,27 

The cumulative effect of interregional migration is reinforced by the 

selective nature of such migration. In an examination of regional 

migration in South Africa, Tru,u observes : "Migration itself is usually a 

matter of selection; those who leave a certain region do not normally 

constitute a representative sample of its population. If out-migrants 

happen to be positively selected, then the first workers to leave the 

depressed region would be tho~e with the best prospects of finding 

employment (or better-paid jobs) in the prosperous region. In other 

words, while workers with special skills depart, those without them 

remai n. As there is bound to be some compl ementa ri ty in the employment 

of skilled and unskilled labour, inter-regional migration may thus 

aggrevate unemployment (or prevent \~ages from risi ng)in the depressed 

region. Positively selected out~igration would therefore lead to a 

conclusion broadly similar to that yielded by the Keynesian 
hypothesi s. ,,28 

Production in the developed regions will tend to be more efficient than 

in the less-developed regions, because of internal and external economies 

of scale, and so inter-regional trade may lead to the destruction of 

small and ' handcraft industries existing in the underdeveloped regions and 

thwart the emergence of new ones. The result is that underdeveloped 

regions remain largely agricultural and unable to meet the needs of their 

growing populations. 29 Even if the industries in the underdeveloped 
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regions are not destroyed by interregional trade, they remain inefficient 

compared to the expanding industries of the developed regions. 

Unless poorer regions are aided by the central government, communications 

and transport networks, public utilities, infrastructure and medical and 

educational facilities will be inferior to those in rich regions and 

further contribute to the growth of regional inequalities. 30 The high 

quality of such services in the developed regions will be conducive to 

growth, while the poor standard in the underdeveloped regions will hamper 

any such prospects and the outcome for growth is cumulative in nature. 

For underdeveloped regions their "entire systems of valuations would take 

on such an impri nt of poverty and backwa rdness that they woul d become 

even less susceptible to the experimental and ambitious aspirations of a 

devel opi ng soci ety All these frustrati ng effects of poverty, 

operating through other media than those analysed by traditional economic 

theory, are interlocked in circular causation, the one with the others 

and all with the biases [1] referred to in the working of migration, 

capital movements and trade. The opposite effects of ri si ng economi c 

levels in the centres of expansion are in a similar fashion also 

inter-connected in a circular causation, continuously sustaining further 

expansion in a cumulative fashion. ,,31 

Bec ause of "backwash effects" development in the developed a reas ex i sts 

at the expense of the underdeveloped regions. Contrary to the 

predictions of classical economic theory, factor flows and regional trade 

lead to further growth in the already developed regions, and hinder the 

prospects of growth in underdeveloped regi ons. Thi s generates wi deni ng 

regional development di sparities, and the wider these differences, the 

greater the strength of the "backwash effects". 

In addition to the "backwash effects" operati ng to the detriment of the 

underdeveloped regions, so-called "spread effects" may work in their 

favour. As economic concentration within particular localities occurs, 

so transport and communication 1 inks with other regions can be expected 

to improve and enterprising firms within the developed regions can 

investigate new investment opportunities within the 1 ess-developed 

regions. At the same time, the growth of the prosperous areas leads to 

an · increased demand for the products of the backward regions. For 

instance, the growth of an urban area induces increased demand for 



~ 50 -

agricultural products in the surrounding region, while the growth of any 

locality may spread to other districts where conditions are favourable 

for the producti on of the raw materi al s and other inputs requi red by the 

industries in the expanding locality. If the induced demand is 

sufficiently large to overcome the "backwash effects" from existing 

development centres, it may result in these areas becoming new centres of 

economic expansion. 

Thi s tendency is reinforced by cost-i ncreasi ng external di seconomi es of 

scale which may arise, after a point, from the cumulative development of 

economic activity within certain regions. 32 In contrast the 

underdeveloped regi ons wi 11 experi ence growi ng external economi es in the 

fonn of a surplus of labour and underutilised social infrastructure. The 

result is that areas of economic concentration will, after a certai n 

level is reached, become increasingly unattractive as investment sites, 

while conversely the underdeveloped regions become increasingly 

attractive. But many of these economies and diseconomies are external to 

individual producers (social costs) and may not be fully reflected in 

pri vate costs and prices. Consequently, "spread effects" wi 11 not cause 

underdeveloped regi ons to become as attracti ve as woul d otherwi se have 

been the case. 

"Spread effects" work through the process of cumulative causation so as 

to narrow regional inequalities and to some extent counter the cumulative 

nature of "backwash effects". Whether the positive aspects of the 

"spread effects" on backward regions will be sufficient to neutralise the 

negative "backwash effects" is uncertain, but under no circumstance 

should the two counteracting forces be seen as providing the basis for 

stable equilibrium . . "In the marginal case the two kinds of effects will 

balance each other and a region will be 'stagnating.' But this balance 

is not a stable equilibrium, for any change in the forces will start a 

cumulative movement upwards or downwards ..•. But ordinarily, even in a 

rapidly devel opi ng country, many regi ons will be 1 aggi ng behi nd, 

stagnating or even becoming poorer; and there would be more regions in 

the last two categories if market forces alone were left to decide the 

outcome. ,,33 

The extent to which "spread effects" will counteract "backwash effects" 

(and, hence, the extent to which regional disparities will narrow or 
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widen only slowly) depends in some measure upon the level of economic 

development in the country in which the regions are located. Regional 

development di sparities will tend to be much wider in poor rather than 

rich countries, and to widen still further in poor countries while 

dimi ni shi ng in ri ch. These trends wi 11 frequently be rei nforced by the 

activities of the central governments in the countries concerned. The 

hi gher the 1 evel of economi c development wi thi n a country, the stronger 

the "spread effects" will be. " ... a high average level of development is 

accompanied by improved transportation and cOllll1unications, hi gher level s 

of education, and a more dynamic communication of ideas and values - all 

of whi ch tends to strengthen the forces for the centrifugal spread of 

economic expansion or to remove the obstacles for its operation .... ,,34 

The object of regional economic policies within a country should be to 

encourage "spread effects" within · poor regions so as to offset the 

"backwash effects" and progress towards regional equality through a 

clJl1ulative process. Myrdal suggests: "The neutralisation of the 

backwash effects, when a country reaches a high 1 evel of development 

where the spread effects are strong, will itself spur on economic 

development, and so become an important factor in the cumUlative 

process. For with the extinction of abject poverty on a large scale goes 

a fuller utilisation of the potentialities of the human resources in a 

nat i on. Thi sis one of the reasons why rapid and sustai ned progre ss 

become an almost automatic process when once a country has reached a high 

level of development... In contrast, part of the curse .of a low average 

level of development in an under-developed country is the fact that the 

spread effects are weak. This means that as a rule .the . free play of the 

market forces in a poor country will work more powerfully to create 

regional inequalities and to \~iden those which already exist. That a low 

level of economic development is accompanied as a rule by great economic 

inequalities represents itself a major impediment to progress. 

to hold the underdeveloped countries down. This is one 

interlocking relations by which in the cumUlative process 
becomes its own cause. ,,,35 

It tends 

of the 

1 poverty 

In summary, because of the process of cumulative causation, regions or 

localities \~hich develop historically may continue to gro~1 even after the 

conditions necessary for their initial development have ceased to exist -

and may do so even at the expense of other regions. Economic development 
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will concentrate within specific regions which have historical advantages 

with respect to development and subsequently gained the advantages of 

internal and external economi es of sc.ale and "backwash effects" . Regi ons 

which have not developed in the past will remain under-developed because 

of their disadvantages relative to developed areas as production sites 

and the harmful consequences of "backwash effects". Consequently, poorer 

countries, where "spread effects" are weak, will tend to contain large, 

widening, internal development disparities, while in richer countries 

such disparities will tend to be narrowing. 36 In poor areas poverty, 

and the inefficient utilisation of resources which it implies, will limit 

the area's potential for economic growth. In rich areas a fuller 

utilisation of resources and, hence, a greater capacity for economic 

growth, will be possible. Myrdal concludes: "That there is a tendency 

inherent in the free play of market forces to create regional 

inequalities, and that this tendency becomes the more dominant the poorer 

a country is, a re two of the most important 1 aws of economi c 

underdevelopment and development under 1 aissez-faire . ,,37 



- 53 -

3.6 'NOTES 

1. Perl off, H.S., Dunn, G.S., Lampard, E.E., and Muth, R.F., Regions, 

Resources, and Economic Growth, (John Hopkins: Baltimore, 1960), 

p. 7 5. 

2. For example, McCrystal, L.P., City Town or Country, (Balkema: Cape 

Town, 1969), p. 30, suggests: "Location theory is based upon the 

assumption of rational decisions being made by entrepreneurs in the 

1 i ght of the full knowl edge of the facts. But the hi story of the 

early growth of regions indicates that this was seldom, if ever, the 

case. Certainly in the newly-settled countries, much seems to have 

depended upon where the settlers landed.... This has been the 

pattern in Australia, New Zealand, the United States of Jlmerica and 

South Afri ca. Li ttl e in the way of detai 1 ed assessments of the 

resources of the various parts of these countries was made before 

deGiding to establish a settlement at a particular place . Usually 

it was the superficial attraction of a bay which was behind the 

decision as to where to land and/or settle. This largely accounts 

for settlements at Sydney, Cape Town, Boston and New York, to name 

but a few. Sometimes the early choice was not a very good one -

generally not based upon a knowledge of the facts, it would be pure 

chance if it were •••• the important poi nt here is that random chance 

or a very superficial view of resource endowments, dictated the 

pattern of early settl ement. Moreover, where settl ement has been 

based upon the exploitation of a valuable resource, technological 

developments or the exhaustion of the resource may remove almost 

entirely the raison d'etre of the settlement. Yet such is the 

nature of human affairs that these initial 'irrational' decisions or 

the exploitation of resources, which later disappear, are the kinds 

of things upon which the spatial structures of modern economies have 

been ba sed . " 

3. For example, fruit-canning industries. 

4. Weber, A., Theory of the Location of Industries, (translated by C.J . 

Friedrich), (University of Chicago Press: Chicago, 1928). 
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5. Palander, T., Beitrage zur Standorts theorie, (Almqvist och Wiksells 

Boktryckeri: Uppsal a, 1935). 

6. Hoover, F.M., Location Theory and the Shoe Leather Industries, 

(Harvard University Press: Cambridge Massachusetts, 1937); and 

Hoover, F.M., The Location of Economic Activity, (McGral~-Hill: New 

York, 1948). 

7. But these 1 east-cost theori es neglect demand factors in the 

determination of location. A general theory of location should 

consider factors affecting both demand and supply, and so by 

concentrati ng only on factors affecti ng supply the least-cost 

theories are applicable only to the special-case where demand is 

uniformly distributed over space. Nor do they consider that there 

may be a divergence between private and social costs involved in 

alternative locations and that the least-cost location for a firm may 

not be the least-cost location for society. 

8. The greater the labour costs as a proportion of total production 

costs, the greater will be the savings per unit of output brought 

about by locating at a point of labour concentration (i.e. low labour 

cost), and, hence, the more likely the firm will be to locate at the 

source of cheap labour than minimum transport costs. 

9. Especially for small firms 11hich can benefit from external economies 

that are often internal to large firms. 

10. Hoover does, however, suggest that if location away from the market 

or material source does occur, then this indicates that the industry 

is not primarily concerned .with minimising transport costs and that 

some other factor (such as cheap labour, or agglomeration economies) 

has infl uenced location. But such factors are considered to be 

secondary to least-transport costs. But in fact - especially in 

labour-intensive firms and small firms for which agglomeration 

economies are particularly important - these other factors may be 

more important than transport costs. To the extent that points of 

agglomeration economies and relatively cheap labour costs (high 

labour concentration) are in reality likely to coincide with material 

sources, transshipment pOints and markets, the tendency for location 
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to concentrate at these poi nts will be rei nforced - and Hoover's 

neglect of these factors makes little difference to his conclusions. 

11. Losch, A., The Economics of Location, (translated by W.H . Woglom) , 

(Yale University Press : New Haven, 1954). 

12. Chri stall er, W., Central Places in Southern Germany, (translated by 

C.W. Baskin), (Prentice-Hall: Englewood Cliffs, 1966). 

13. The hexagon is the shape with the highest demand per unit of area and 

minimises the total distance from its centre to all points within the 

market area, while at the same time being able to cover an entire 

spati al area. 

14. Whereas in least-cost location theories the point of location is that 

of minimum costs, in Christaller and Losch's demand-oriented theories 

the point of location is that of maximum demand or revenue. While 

least-cost theories concentrate on aspects affecti ng the supply of 

products and ignore demand, these demand-oriented theories 

concentrate on the demand for a product and ignore supply. 

Consequently, they are appl icabl e only to the speci al circumstances 

\~here costs are unaffected by location. Not only are cost factors 

ignored, but demand is unrealistically assumed to be evenly 

distributed across an "isotropic plane". Cost factors are only 

considered to the extent that transport costs 1 imit the size of 

market areas by their effect 

Al though areas of concentrati on 

are expl icitly recogni sed, the 

thi s concentration and their 

on price (and therefore demand). 

where producti on poi nts will overl ap 

aggl omerati on economi es surroundi ng 

effect on prices are ignored. 

Furthermore, this acceptance of points where production and services 

will be concentrated and points where it will be sparse, is contrary 

to the initial assumption of an "isotropic plane". But concentration 

of population in those areas where production and services are 

located must automatically change the demand pattern across the 
spati al area. In fact, if normal profits are still to be made, the 

concentration of population in certain sectors should mean smaller 

market areas and the closer distribution of firms producing identical 

products · in those areas where population is concentrated than in 

those where it is sparse. 
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15. Moses, L.N., 'Location and the theory of production', Quarterly 

Journal of Economics, vol. 72, 1958, pp. 259-272. 

16. Greenhut, M.L., Plant Location in Theory and in Practice, (University 

of North Carolina Press: Chapel Hill, 1956); and Greenhut, M.L., 

Microeconomics and the Space Economy, (Scott Foresman: Chicago, 

1963). 

17. This observation is supported by the conclusions of sales 

maximisation theories of location [see Baumol, W.J., Business 

Behaviour, Value and Growth, (Macmillan: New York, 1959)], and the 

so-called "satisficing" theory of location [see Simon, H.A., 

'Theori es of Deci si on-Mak ing in Economi cs', Ameri can Economi c Revi ew, 

vol. 49, 1959], pp. 253-283. 

18. When the wei ght of the fi nal product is 1 ess than that of the 

material inputs and where transport costs comprise an important part 

of total costs, then firms \~ill tend to locate at the input source. 

linen the wei ght of the final product exceeds that of the inputs, 

firms will locate at the market. But in those cases where weight 

changes are i nsi gnifi cant, transport costs alone suggest that 

location may be a matter of indifference. 

19. Armstrong, H. and Taylor, J., op. cit., p. 38 . 

20. ~lyrdal, G. , Economic Theory and Underdeveloped Regions, (Methuen: 

London, 1957). 

21. Ibid., p. 16. 

22. Armstrong, H. and Taylor, J . , op. cit., p. 39. 

23. Ibid., p . 40. 

24. Pret, A. R. , 

metropol itan 

158-185. 

' Industrialisation, 

Growth', Geographical 

i niti al advantage and Ameri can 

Review, vol. 55, no. 2, 1965, pp. 
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25. Annstrong, H. and Taylor, J., op. cit., p. 41, note: "This may seem 

a little strange. Yet the stimulus to invention relies on more than 

just personal genius. In part it al so depends upon the demand for 

inventions by industrialists and on the interplay of industrialist 

and inventor. One invention will often call for others before it can 

be put into operation. Above all, urban areas offer excellent 

conditions for invention, innovation and the diffusion of innovation." 

26. At the same time, poorer regions most often have higher birth rates 

than rich regions, which adds to the already unfavourable 

age-d i stri buti on in the poorer regi ons. As a result, poor regi ons 

have relatively larger populations relative to the total working 

population than rich regions i.e. the level of dependents to workers 

is hi gher. 

27. Truu, M.L., 'Some Effects of Regional Migration', South African 

Journal of Economics, vol. 41, no. 2, 1973, p. 100. 

28. Ibid . , pp. 100-101. 

29. "And since agriculture goes into relative decline during the course 

of economic growth and releases workers in the process, the 

cumulative dO\~m~ard spiral in the relative futures of lagging regions 

is reinforced". McCrystal, L.P., op. cit .. p. 32. 

30 . Myrdal, G., op. cit., p. 30, notes: "Economic theory has disregarded 

these so-called non-economic factors and kept then outside the 

analysis. As they are among the main vehicles for the circular 

causation in the cumulative processes of economic change, this 

represents one of the principal shortcomings of economic theory". 

31. Ibid., p. 30. 

32. Such' as traffic congestion, high labour costs, high rent levels, 

pollution, increasingly high levels of public expenditure, growing 

shortages of housing and public services, etc. 

33. Myrdal, G., op. cit., p.32. 
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34. Ibid., p. 34. 

35. Ibid., p. 34, emphasis added. 

36. For empirical support of this contention, see Williamson, J . , 
'Regional inequality and the process of national development', 
Economic Development and Cultural Change, vol. 13, no . 4, 1965, pp. 
1-84. 

37. Myrdal, G., op. cit., p. 34. 
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CHAPTER 4 : THE EXPORT BASE MODEL AND CUMULATIVE CAUSATION -

A RECONCILIATION 

Kaldorl and Dixon and Thirlwal1 2 attempted to wed the Export Base 

Model and the Principle of Cumulative Causation, so that regional growth 

is both determined by the performance of the export base and is 

cumulative by nature. They attempt to link regional growth brought about 

by changes in the export base with feedback effects on the 

competitiveness of regional exports - and thereby on future export demand 

and regional growth. Essentially they argue that once a region gains a 

growth advantage it wi 11 sustai n that advantage because of the i ncreasi ng 

returns to scale (productivity growth) induced by that growth - the 

Verdoorn effect - which keep the region competitive in the exports which 

gave it its growth advantage in the first place. 

The underlyi ng assumptions of the model imply that regional growth in an 

open economy is determined by growth in demand, rather than by supply 

factors; that in the long-run the rate of growth of output is determined 

by the growth of autonomous demand; 3 and that ina regi ona 1 economy 

the chief autonomous demand factor will be demand from outside the region 

- the demand for exports . 4 

The rate of growth of output depends upon the rate of growth of exports. 

For regi on i: · 

Yi = f (x.) , 
where: Yi = rate of growth of output in region i 

xi = rate of growth of exports from region i 

. • •. (4.1 ) 

f = elasticity of output growth with respect to export growth. 

The rate of change of labour productivity resulting from increasing 

i nterna 1 and extern a 1 returns to scale is assumed to be determi ned by the 

rate of grOlrth of output. The faster the rate of growth of output, the 

greater will be the rate of growth of labour productivi ty - Verdoorn's 

Law. 5 For region i : 

q. = a · + by . , , , ••• • (4.2) 
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where: qi = rate of change of labour productivity in region i 

a i = autonomous productivity growth in region i 
b = a positive constant known as the Verdoorn coefficient. 

The rate of growth in the demand for exports is determined by the rate of 

domestic price inflation in the exporting region and by the rate of 

growth of income in "the rest of world".6 For region i: 

where: Pi = rate of price inflation in region i 

p j = rate of pri ce i nf1 at i on in "the rest of the worl d" 

Zj = rate of growth of income in "the rest of the wor1 d" 
d = price elasticity of demand for exports and is negative 

e= cross elasticity of demand for exports and is positive 

g = income elasticity of demand for exports and is positive 

The faster the rate of growth of income in "the rest of the world", and 

the 1 ower the rate of domestic i nfl ati on re1 ative to "the rest of the 

world", the faster will be the rate of growth of domestic exports. 

Both the rate of growth of income and pri ce i nfl ati on in "the rest of the 

world" (i.e. outside region il are assumed to be exogenously determined 

(by factors outside of region il. The rate of domestic price i nfl ation 

can be defined as the difference between the rate of cost inflation (wage 

inflation plus the rate of change in the profit mark-up on wage costs) 

and the rate of change of labour productivity. For region i: 

where: 

•••• ( 4. 4) 

rate of change in money wages in region i 

one plus the rate of change in the percentage mark-up on 
unit labour costs in region i. 

Combining equations (4.1), (4.2), (4.3) and (4.4), the cumulative effect 

of an increase in exports on the rate of growth of output may be shown. 

Suppose, for example, that there is an increase in income in "the rest of 

the world". This will lead to an increase in the rate of growth of 

exports from region i (4.3), which in tum means an increase in the 
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rate of growth of output in region i (4. 1), an increase in the rate of 

growth of labour productivity in region i (4.2), and a fall in the rate 

of domestic price inflation in region i (4.4). Consequently, there is a 

further increase in the rate of growth of exports from region i (4.3) and 

the whole circular process - whicH began with a change in autonOO1ous 

demand - is repeated. The outcome of the circular process is that the 

increase in the rate of growth of output will be larger than that 

suggested by the intitial increase (4.1). 

Substituti ng (4. 2), (4. 3), and (4. 4) into (4.1), and simpl ifyi ng, the 

equilibrium rate of growth of region i can be derived. For region i: 

Yi 
f [d{w. + t· - a· ))+ ep. +gz. = 1--1--1 J --J 

1 + f db 

• ••• (4. 5) 

In (4.5), d is negative, while all other values are positive, and, 

therefore, the equilibrium growth rate of region i is positively related 

to changes in ai ' e, Pj' g, Zj' f and b, but negatively related to 

changes in d, wi and t i . Regional grOl'ith-rate differences can be 

explained by regional differences in autonomous productivity growth 

(a i ), the rate of cost inflation (wi + t i ), the price elasticity of 

demand for a region's exports (d), the cross elasticity of demand for a 

region's exports (e), the income elasticity of demand for a region's 

exports (g), the elasticity of output growth with respect to export 

grovrth (f), and the Verdoorn coefficient (b). 

Depending on the regional values of the variables in equations (4.1), 

(4.2), (4.3), and (4.4), different regional growth rates can occur, and, 

in conditions of explosive growth (where every increase in output in the 

circular process is larger than the previous increase) regional 

growth-rate differentials can widen or narrow indefinitely. But, it is 

more likely that regional growth rates \~ill be constant at some level, 

yet different. Although regional growth rates may not diverge, where 

they differ regional output disparities will grow over time. For 

example, suppose a region {region il obtains, for some reason, an initial 

advantage in the production of an export good with a high i .ncome . . \ . . 
elasticity of demand. Given that the values of all the other variables 

are the same, region i will have a higher growth rate than that of 

another regi on whose exports have a low income el asti ci ty of demand 
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[(4.5)]. Through the Verdoorn effect, productivity growth will be higher 

in region i, the rate of domestic price inflation will be lower, the rate 

of growth of exports will be hi gher and so on. Consequently, the region 

with exports having a higher income elasticity of demand will have a 

higher growth rate than other regions, and will maintain its initial 

competitive advantage through a more rapid increase in productivity than 

in other regions. In this way, regional development disparities will be 

widened through the process of cumUlative causation in regional trade. 

In equation (4.5) it can be seen that regional growth rates may differ 

because of regional divergences in anyone of the parameters and 

variables. Two factors frequently cited as producing regional 

development disparities are regional differences in labour productivity 

relative to wage levels ("efficiency wages") and regional differences in 

income elasticities of demand resulting from favourable and unfavourable 

output compositions. Consequently, regional pol icies are often desi gned 

to lower labour costs (and thereby reduce "efficiency wages") and at 

creating favourable output compositions (so that the goods produced will 

have higher income elasticities of demand) in the underdeveloped regions. 

Given a certain degree of labour mobility and collective bargaining on a 

national basis by an organised labour movement, there will be a limit to 

the extent by whi ch regi ona 1 wage 1 evel s may differ, but the rates of 

growth of labour productivity [(4.2)] \~ill be higher the greater the rate 

of growth of regional output. Labour will tend to become relatively less 

productive in slow- than fast-growing regions, but productivity 

differences will not be compensated by wage · differenti al s. In other 

words, "efficiency wages" will fall in fast-growing regions where 

productivity rises faster than the national average, and rise in 

slow-growing regions. For this reason relatively fast-growing regions 

tend to acquire a cumulative competitive advantage over slow-growi ng 

regi ons, as "effi ciency wages" fall in the former and ri se in the 1 atter, 

even if money wages increase uniformly in both. "It is through thi s 

mechanism that the process of 'cumulative causation' works; and both 

comparative success and comparative failure have self-reinforcing effects 

in terms of industrial development. Just because the induced changes in 

wages increases are not sufficient to offset the differences in 

productivity increases, the comparative costs of production in fast 

growing areas tend to fall in time relatively to those in slow growi ng 
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areas; and thereby enhance the competitive advantage of the former at 

the expense of the 1 atter." 7 

From equation (4.5) it can be observed that a regional wages subsidy 

designed to lower "efficiency wages" in underdeveloped regions and so 

assist their competitive position, will provide a once-only boost to 

growth within subsidized regions and will not permanently affect the rate 

of growth of money wages, nor, therefore, the rate of growth of output of 

the subsidized regions - unless the level of subsidy is continually 

raised at a faster rate than the growth in money wages. Regional wage 

subsidi es amount to no more than an autonomous shock and can only affect 

the rate of growth · of output if they favourably alter the existing 

parameters of the regional growth model. But regional wage subsidies 

will tend to protect and preserve the existing industrial pattern within 

a region and even hinder progression from an unfavourable to a favourable 

industrial base with a high income elasticity of demand. 

It follows that regional policies aimed at alteri ng the unfavourable 

industrial structure of underdeveloped regions to one in which exports 

have a high income elasticity of demand (i.e. policies designed to raise 

the value of gin equation (4.5)), may be more successful in ra i si ng the 

growth rate 

subsidies. 8 

etc. shoul d 

of underdeveloped regions than a policy of regional wage 

Capital, labour and transport subsidies, tax incentives 

be used to attract industries with high inCome elasticities 

of demand to underdeveloped regions, rather than to artificially 101'ier 

wages in underdeveloped regions . Alternatively, they may be used to 

encourage increased productivity growth and so lower "efficiency wages ". 

In the model outlined above, an attempt was made to link export base 

theory and the pri cipl e of cumul ative causati on by means of Verdoorn' s 

Law . Exports provide the autonomous demand essential for regional 

growth, and by the addition of Verdoorn ' s Law, regional growth is 

cumulative and regional growth differences persistent. Regional growth 

advantages emerging from a comparative advantage in some export product 

are sustained by the increased labour productivity accompanyi ng rapid 

gowth of output . Hence, it is Verdoorn' s Law that ensures the model is 

circular and cumulative and that once a region attains a growth 

advantage, it will maintain it. 
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Regional growth rate differentials are the outcome of differences in any 

one of the variables and parameters specified in the model, and, 

accordingly, regional policies could be directed at altering anyone of 

these values. But such changes would have to be sustained or regional 

growth rates would return to their previous levels. Such structural 

change involves making underdeveloped regions more competitive, through a 

fall in "efficiency wages", and encouraging them to produce products with 

higher income elasticities of demand and Verdoorn coefficients. 

4.1 CRI TIC ISMS 

The key to the cumulative and circular nature of the model is the 

Verdoorn coefficient; but thi s al so constitutes one of the pri ncipal 

weaknesses, for it is not clear what the Verdoorn coefficient involves. 

The Verdoorn coefficient broadly embraces the i nfl uence of internal and 

external economies of scale and "backwash" and "spread" effects under the 

single concept of the growth of labour productivity. But in so doing, 

the unstable-equilibriun basis of Hyrdal's model is lost. What in 

Myrdal's model is the outcome of "a complicated, but intuitively 

pausible, interaction of economic forces working in the same direction, 

is reduced to one simple less-acceptable function.,,9 The Verdoorn 

coefficient simply assumes that increased output leads to increased 

labour productivity and ignores structural differences in the economy. 

It is likely that · growth in some sectors (e.g. labour-intensive 

i ndustri es) wi 11 have greater or 1 esser effects on 1 abour producti vi ty 

than other sectors (e.g. capital-intensive ·industries) and different 

Verdoorn coefficients would exist for different industry-mixes. But 

these factors are neglected in the model through the assumption of a 

single regional coefficient, and the different consequences of changes in 

output of diverse sectors overlooked. 

By introducing the · concept of the export base into cumulative causation, 

the model thereby suffers from the faili ng of all export base model s, and 

is unable to explain exactly how the export base is determined, or how it 

will change over time. Because the export base is homogeneous, the 

importance of different output compositions ; s agai n ignored. 

Furthermore, while the model clearly demonstrates the circular and 

cumulative nature of regional growth where regional growth rate 

differences exi st, it does not show how or why these differences emerge 
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in the first place. Consequently, rather than providing an explanation 

of why some regions have higher growth rates than others, the model shows 

that if such differences exist, then they will persist. But some 

"triggering mechanism" is required to bring about these differences and 

set the process in motion in the first place. 10 

Finally, the use of falling 

concentration of economic 

"efficiency wages" to explain the cumulative 

activity in fast-growing localities is 

unsatisfactory, for it is possible for wages to rise more rapidly than in 

other localities without offsetting increases in labour productivity and 

without an end to the cumulative · process. ll The failure of efficiency 

wages to fall may result in higher prices rather than slow growth -

provided the price elasticity of demand for exports is 10w. 12 

Furthermore, the assumption that regional growth rates depend upon 

efficiency wages assumes that regions produce in competition with one 

another. In the case of regions producing similar products, efficiency 

wages may be important. But in the case of regions 11ith widely divergent 

output compositions, this need not be so. 

From the above models and theories of regional growth it is clear that 

economic growth is cumulative by nature and will tend to locate in some 

areas rather than in others. Economically developed regions will tend to 

grow faster than economically undeveloped regions and, thus, levels of 

development will continue to diverge over time. The implication for 

economic policy of such a conclusion is crucial, for undeveloped regions 

will · continue to maintain a position of relative deprivation unless 

policyrrieasures to counter such a tendency are adopted. In other words, 

so long as there is no automatic tendency towards convergence in levels 

of economi c development, economi c i nterventi on may be justi fi ed. In the 

following chapters it will be argued that so long as sections of a 

region's or nation's population remain deprived of certain basic needs, 

the economic development of that region or nation will be restricted, and 

will conti nue to remai n so because of the cumul ative nature of economic 

development. Thus economic policy may be directed at the satisfaction of 

such basic needs, thereby removing the constraint on economic 

development, and reversing the restrictive results of cumulative 

development within an undeveloped area. 
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4.2 NOTES 

1. Kaldor, N., 'The Case for Regional Policies', Scottish Journal of 

Political Economy, vol. 17, 1970, pp. 337-347. 

2. Dixon, 'R. and Thirlwall, A.P., 'A Model of Regional Growth-Rate 

Differences on Kaldorian Lines', Oxford Economic Papers, vol. 27, 

July 1975, pp. 201-214; and Thirlwall, A.P., op.cit., pp. 132-165. 

3. Thi s assumpti on is based 

TheorY of ' the Trade Cycle, 

upon Hicks, J.R., A Contribution to the 

(Oxford University Press: Oxford, 1950). 

4. Kaldor, op. cit., pp. 341 - 342, notes: "In the case of industrial 

activities ( 'manufactures') the impact effect ofexgenous changes in 

demand will , be on production rather than on prices. 'Supply' ,at any 

rate long-run ' supply, is normally in excess of demand - in the sense 

that producers would be willing to produce more, and to sell more, at 

the prevailing price (or even at a lower price) in response to an 

increased flow of , orders. In this situation the adjustment process 

operates in ,a different manner - through the so-called' foreign trade 

multipl i er' • Any exogenous change in the demand for the products of 

a region from outside will set up multipl ier effects in terms of 

local production and employment which in turn will adjust imports to 

the change in exports . ... Hicks [Hicks, J.R., op. cit., p. 62] 

coined the phrase 'super-multiplier ' to cover the effects of changes 

of demand on investment, as well as on consumption; and he shOl~ed 

that on certain assumptions, both the rate of growth of induced 

investment" and the rate of growth of consumption, become attuned to 

the rate of growth of the autonomous component of demand, so that the 

growth in an autonomous demand-factor will govern the rate of growth 

of the economy as a \~hole... . From the point of view of any 

particular region, the 'autonomous component 

emanating from outside the region; and 

'super-multiplier' can be applied so as to 

of demand' is the demand 

Hick's notion of the 

expre ss the doc tri ne of 

the foreign trade multiplier in a dynamic setting. So expressed, the 

doctrine asserts that the rate of economic development of a region is 

fundamentally governed by the rate of growth of its exports. For the 

grOlrth of exports, vi a the 'accel erator' wi 11 govern the rate of 
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growth of · industrial capacity, as well as the rate of growth of 

consumption; it will also serve to adjust (again under rather severe 

simplifying assumptions) both the level, and the rate of growth, of 

imports to that of exports." 

5. Verdoorn, P.J., 'Fattori che Regolano 10 Sviluppo della Produttivita 

del Lavoro', L' Industri a, 1949. 

6. By "the test of the worl d" is meant all areas where export products 

may be demanded. In the case of a region this will usually be the 

rest of the country, but may include other nations as well. 

7. Kaldor, N., op . cit., p. 343. 

B. See Cameron, G.C., 'Economic Analysis For A Declining Urban Economy', 

Scottish Journal of Political Economy, vol. lB, 1971, pp. 315- 345. 

9. Annstrong, H. and Taylor, J., op. cit., p. 4B. 

10. In Myrdal's model initial advantages such as resource endowment or 

"historical accident" provided this "trigger", while in this model it 

is presumably provided by the demand for exports. But what 

determines export specialisation in the first place, is unexplained . 

11. See Richardson, H. W., Regional Growth Theory, (Macmillan: London, 

1973), pp. 33-34. 

12. Thus fast growing regions may be the prime generators of nation-wide 

\~age i nfl ation. 
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CHAPTER 5 : THE 8ASIC NEEDS APPROACH TO DEVELOPMENT 

5.1 . 8ASIC NEEDS THEORY 

In Chapter I it was stressed that a clear distinction should be drawn 

between the concepts of economic growth and economic development. For 

while growth is a necessary condition for development if "development" is 

not going to simply involve a redistribution of exisiting wealth or 

income, it is not a sufficient condition. Economic growth for example 

measures increases in an economy's output capacity over time, while 

economic development embraces the wider concept of the impact of economic 

growth on the living standards of all those living within an area. 

Hence, economic development may be defined in several ways. Development 

may be vi ewed as the attai nment of maximum economi c growth (i. e. y i) 

associated with industrialisation as its main instrument. A varient of 

this is the maximisation of per capita income growth. Hence, development 

is viewed as a statistical measure, and no assumptions are made about the 

actual distribution of wealth or income. Al ternatively, development may 

be viewed as "the redistribution of resources and public services in 

favour of the poor". 1 Hence, development focuses on a target group 

(those who are poor), and it is with this approach that we shall be 

concerned in thi s chapter. 

Evidence during the 1970's suggested that growth and redistribution-with­

growth programmes in fact often produced growi ng i nequa 1 i ty of income 

di stri buti on between and withi n countri es. Despite the achi evement of 

historically high rates of economic growth in many parts of the world, 

large sections of the world's population remained poor - the poor being 

"those households whose incomes fall below a level necessary to satisfy 

the basic needs of their members in housing, nutrition and clothing,,2 _ . 

and frequently their rel ative poverty wi thi n countries increased. In 

1978 the Presi dent of the Worl d Bank estimated that some 800 mi 11 ion 

people (19 per cent of World Population)3, including 40 per cent of the 

people in the economically less-developed countries, continued to live in 

absolute poverty: "a condition of life so characterized by malnutrition, 

illiteracy, disease, squalid surroundings, high infant mortality, and low 

life expectancy as to be beneath any reasonable definition of human 

decency".4 Consequently, the emphasi s of development strategy shifted 

towards the objective of providing goods and services to the poor; that 

is, providing them with their basic needs. 
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The first fonnal expositions of the Basic Needs Approach to development 

were the work of the International labour Organisation (IlO) in the fonn 

of a document entitled Employment, Growth and Basic Needs: A One - World 

Problem,S prepared for its World Employment Conference in 1976, and 

the Declaration of Principles and Programme of Action6 adopted at this 

conference. Cassen7 stressed that thi s focus on basic needs "appeared 

to follow naturally" from the evolution of development thinking during 

the 1970's, when emphasis shifted from economic growth towards the issues 

of poverty and income distribution after it became evident that previous 

development efforts largely by-passed the p.oor. As early as 1974 the 

Declaration of Cocoyoc8 stressed that the purpose of development 

"shoul d not be to develop thi ngs but to develop man. Human bei ngs have 

basic needs: food, shelter, clothing, health, education. Any process of 

growth that does not lead to their fulfilment - or, even worse, disrupts 

them - is a travesty of the idea of development." 

The authors of both Employment, Growth And Basic Needs : A One-Worl d 

Problem and the Declaration of Principles and Pro.gramme of Action 

acknowledged that previous development strategies had failed to 

automatically reduce poverty, inequality or unemployment even if high 

rates of economic growth prevailed, and the Programme of Action suggested 

that "strategies and national plans and policies should include 

explicitly as a priority objective the promotion of employment and the 

satisfaction of the basic needs of each country's population. ,,9 Basic 

Needs are defined as follo\1S: "First, they include certain minimum 

requirements of a family for private consumption: adequate food, shelter 

and clothing, as well as certain household equipment and furniture. 

Second, they include essential services provided by and for the community 

at large, such as safe drinking water, sanitation, public transport and 

health, educational and cultural facilities. ,,10 

While a few developing countries had adopted development policies which 

focused on issues directly linked \~ith basic needs before 1976, in 

general the \~elfare of the poorest communities had received scant 

.attention in development policies • . Yet the Basic Needs Approach emerged 

primarily from the work of the IlO and the World Bank - international 

development agencies financed in greater part by the economically 

developed nations. This has sometimes led to the criticism that the 

developed nations are trying to divert attention away from the goals of 
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the proposed New Economic Orderll by focussing attention on internal 

development rather than international issues. Although it does not 

follow that the governments of the developed world are more caring about 

the position of the poor in the underdeveloped nations than are their own 

governments, they have c1 early sh if ted the di recti on of i nternati ona 1 

development aid towards "developing countries which seek to expand their 

capabilities for meeting more effectively the basic needs of their people 

within the context of achieving self-sustaining growth. ,,12 

This shift in policy is reflected in World Bank lending programmes, where 

emphasis on infrastructura1 projects has been replaced in recent years by 

projects directly designed to increase the productivity of the poor. In 

1967, 55 per cent of the Bank's 1 endi ng was app1 i ed to i nfrastructura 1 

projects, but by 1977 this had fallen to 30 per cent. Lending for rural 

development, said to be negligible in 1967, increased to 20,6 per cent in 

1977, and in sectors such as education and water supply, lending more 

than doubled. In addition, new sectors for development aid, such as 

nutrition, primary education, family-planning, rural development, and 

residential sites and services, were added. 13 A minimum objective of 

World Bank projects is that 51 per cent of beneficiaries belong to the 

bottom 40 per cent of the popu1 ation' s income distribution, and that 

projects should be sufficiently low in cost to be replicable throughout 

the country. In fact, in 1977, 69 per cent of the beneficiaries of World 

Bank Basic Needs development projects were in the poverty target groups. 

The motivation for this change in emphasis lies partly in the fact that 

the public of developed nations find such a policy appealing, as it was 

widely believed that a large part of development aid previously found its 

way into the pockets of corrupt officials instead of helping the poor. 

The Ba si c Needs approach is a 1 so favoured because of its emphas i s on 

assisting the poor in as short a time as possible. Support also came 

from the belief that so long as the poor remain deprived of the 

essentials required for an economically productive life, they would 

remain outside the economic process and isolated from the benefits of 

economi c growth. Overall economi c deve1 opmen t cou1 d on1 y be sa i d to 

occur if it reached all sections of the population, but this was 

perceived to be impossible unless the poor received at least those basic 

needs required for a productive existence. 

Furthermore, to some the Basic Needs approach and the call s for a New 

Economi c Order were seen as comp1 ementary rather than competi ng goal s . 
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The emphasi s of the Basic Needs approach on 

changes in the composition of aggregate 

production patterns, on the use of local 

internal self-reliance, on 

demand, consumption and 

resources and appropriate 

technology, has obvious implications for issues such as the international 

terms of trade, transfers of technology, and development aid. A Basic 

Needs policy may result in a lessening of dependence on developed 
countries' markets and technologies, an improvement in terms of trade and 

the better utilisation of development assistance. Ghai points out: "All 

thi s shou1 d reduce the dependence of the deve1 opi ng countri es on growth 

in the industrialised world and in this sense a basic needs approach 

opens up the possibility of autonomous, self-sustained gro~lth for the 

Thi rd W or1 d whi ch is currently ru1 ed out by thei r dependent status. The 

systematic pursuit of a basic needs strategy by developing countries 

would thus appear to be a more potent means of realising the Third World 

demands for a restructuring of the world economy (though not necessarily 

always in the direction called for under the New International Economic 

Order) than endless, protracted negotiations. "14 

Basic needs can be specified according to two approaches. Firstly, an 

extensive list of basic goods and services and target levels of 

consumption of each of these items can be compiled from household 

expenditure surveys. This would inc1 ude such items as food, shelter, 

clothing, clean water, sanitation, education, housing, fuel and lighting, 

furniture and household equipment, health, transport, recreation and 

entertainment, social security etc. But such a list merely indicates 

consumpti on patterns without di sti ngui shi ng between the re 1 ati ve 

importance attached to these goods and servi ces. Accordi ng1y, an 

alternative approach is to order Basic Needs elements into hierarchies 

through the specification of a "core" bundle of goods and services. Such 

a specifi cati on must necessari 1y be arbitrary a s it cannot be deri ved 

from any irrefutable principles, but has the advantage of emphasising 

deprivation in the most critical areas and concentrating efforts on 

attaining certain targets in these fields. Any such "core" needs must be 

country-specific, taking into account the particular circumstances, 

prob1 ems and resources of the economy concerned. W hi 1 e 1 arge differences 

in 1 i vi ng standards exi st between 1 ess-deve1 oped countri es, the poorest 

groups in all of them are to varying degrees deprived of certain goods 

and services essential for a productive and healthy 1 ife. Hence, a core 

bundle of basic goods and services is likely to contain many common 

elements in almost all poor countries. 
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Such a "core" of basic needs, without which a satisfactory existence is 

deemed impossible, is bound to comprise food, shelter, education and 

health . To this "core" clean water and sanitation are sometimes added, 

but since both are essential for health-needs they may be included simply 

under the heading "health". Employment is sometimes also added, but, 

although an essential means towards attaining basic needs, and hence an 

important element in any basic needs strategy, it is not necessarily a 

basi c need a s such. The "core" may a 1 so be expanded or contracted 

depending on whether one includes both physical and psychic human needs. 

Concentration on physical needs would include only those items necessary 

for physical existence and hence even education may not be considered a 

basi c need in thi s sense except to the extent that it is requi red for 

making decisions necessary for physical survival. At the other extreme 

psychic needs could be expanded to introduce requirements such as "basic 

human rights" and the conditions necessary for "psychological 

contentment". Given that, some 19 per cent of worl d popul ati on are 

considered to live in absolute poverty, attention will be focused on 

those "core" basic needs necessary for physical survival - food, shelter, 

education, health and sanitation. 

All basic needs - even "core" needs - cannot always be satisfied 

simultaneously and so choices must be made and resources allocated 

accordi ngly. I ndi cators or measures shoul d be defi ned for each basi c 

need and used for regional or national comparisons of performance, 

reflecting the relative deprivation prevailing in rich and poor regions 

or nations, and the extent to which these are converging or diverging. 

Regional policy may then be directed at those areas where basic needs 

performance is especi ally poor. Obviously minimum 1 evel s of consumpti on 

of certain items such as food are essential for survival, but Basic Needs 

strategies are concerned with the achievement of "socially acceptable" 

level s of consumption rather than mere survival. The concept of basic 

needs should be seen in the context of a society's overall economic and 

social development and not merely as the minimum necessary for 

subsi stence. Hence the noti on of bas i c needs is a dynami c one. As 

development takes place, so the composition and level of what is 

considered to be the minimum "socially acceptable" levels of consumption 

is bound to change as well. 

To determine the level at which Basic Needs targets should be set, value 

judgements and all owance for the parti cul ar ci rcumstances of the economy 
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concerned must be made. Richards and Leonor argue that there are three 

characteristics which basic needs targets should share: "(1) they should 

be dynamic, i.e. they should be set in a relative manner although 

expressed in absolute terms; (2) they should be expressed where possible 

in terms of outputs rather than inputs (or a mi x of the two), and of 

improvements in personal we ll-bei ng rather than the coverage provi ded; 

(3) they should be the predictable results of programmes which are known 

to be effective. ,,15 Basic needs for nutrition and health may possibly 

be determined on an objective or 'scientific' basis, but will also depend 

to some extent on cl imate, the occupations and customs etc. of the 

population in question. Targets for housing and education will be much 

more subjective and will also depend upon climatic, cultural and other 

similar conditions. Accordingly, any classification of needs into order 

of priority should be based upon factors such as social preferences, the 

external economies and linkages that exist between needs in the 

consumption of certain goods and services, the extent of deficiencies in 

prevail i ng consumption patterns, resources avail able, and the costs of 

meeti ng needs. 

Ideally, such classification should be determined by "the people" 

themselves. Even if one considers basic needs to be those necessary for 

physical survival, they cannot be defined by an outsider on an objective, 

universally valid basis. While the nutritional requirements of an 

individual with a given life-style can be scientifically determined, any 

stipulation of minimum nutritional requirements amounts to an assumption 

of the type of 1 ife-styl e i ndi vi dual s shoul d 1 ead and the work they 

should do. With health, shelter and education, the problem is even more 

complex. Such stipulations require value judgements and therefore cannot 

be an objective matter. Accordingly, the stipulation of basic needs 

should be left to the individual s, communities and governments involved 

in their implementation. 

Thi s 1 eads to a further problem, namely, whether the attitudes of the 

target groups ("the people") are conducive to the successful adoption of 

a Basic Needs strategy, or not. Severe poverty generally results in a 

reluctance to accept Change, and, in particular, an attitude of risk 

avers ion. W h il e a Basi c Needs strategy may offer potenti ally improved 

living standards in the long run, in the short run it may (in the eyes of 

the target groups) contain the risk of failure. For those living at the 

level of subsistence, failure may mean death or starvation. However, if 

a "threshold" level of Basic Needs satisfaction, at which the target 
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group reacts positively to the economic stimu1 i intended to promote 

sustai ned development, is achi eved, the re1 uctance to accept economic 

change may be overcome, and an acceptable Basic Needs strategy adopted. 

The Basic Needs approach is directed at alleviating the problem of 

poverty, but poverty is itself a complex social, economic and 

psycho1 ogi ca 1 concept. Poverty is percei ved as bei ng relative - peop1 e 

feel poor because their neighbours are rich. 16 Similarly, basic needs 

can be considered to be relative, the target level of satisfaction 

dependi ng upon regi ona1 and nati ona1 factors. Accordi ng1y, the problems 

of poverty cannot be separated from those of income and consumpti on 

distribution, and policies aimed at poverty alleviation through the 

satisfaction of basic needs must of necessity deal with one or both of 

these elements. At the same time the target levels for basic needs must 

be country- or even region-specific, and relative to a country's or 

region's capacity for meeting such needs. This capacity will depend upon 

the level of development attained and the availability of resources. It 

will also depend upon the desirability attached to equity of income and 

consumption patterns. Effectively then, basic needs are socially 

determined and while there are some specific levels of consumption 

uni versa lly consi dered necessary, few countri es wou1 d presumably 

acqui esce ina si tuati on where some secti ons of the popu1 ati on have 

vastly greater access to communal services and economic welfare than 

others. 

Regional and national Basic Needs target levels should allow for 

diversity and special problems of a local nature. It may also be 

necessary to set different targets or even types of targets for rural and 

urban a reas because of the vastly di fferent soci a 1 and economi c 

conditions in these respective areas. For instance housing and 

sanitation are likely to have greater priority in urban than rural areas 

because of potentially greater problems of disease. Targets should not 

be used to perpetuate rural/urban inequalities indefinitely, but must be 

sufficiently flexible to allow for local conditions and circumstances. 

Nor should targets be considered permanent. Their levels should be 

constantly reviewed to allow for the dynamic nature of the economy and 

progress towards their satisfaction. As initial targets are attained, so 

they shou1 d be revi sed upwards in 1 i ne wi th the aspi rati ons of 

society.17 In Table 5.1.1 an example of targets and existing levels of 

basic needs is provided in the case of Madagascar. Each target is set in 

terms of outputs rather than inputs, and for Health and Water more than 

one target is set for each need. 
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Table 5.1.1 Madagascar basic-needs targets and existing levels 

Sector Target for 2000 

Education Universal enrolment of 

children aged 6-14 

Heal th One doctor for 8 000 people 

Exi sti ng level 

1975: enrolment 52% 

over-all, with rates by 

provi nce rangi ng from 35 to 

63% 

1976: one doctor 

peop1 e, with 

for 11 600 

rates by 

pro vi nce rangi ng from 5 700 

to 21 200 

One hospital bed for 300 people One hospital bed for 432 

people, ranging from 370 to 

526 by provi nce 

Housing One room of 16.6 m2 for 

households of 1-4 members 

(larger households to have 

more rooms of roughly simil ar 

size) 

\~ater Urban areas: running water 

for all households 

Rural areas: 71 1itres per 

person per day not more than 

15 minutes' walking distance 

a\~ay, there and back 

1977: most two-person house­

holds live in less than 

15 m2, half of 5-6 person 

households have only one 

room, most 1 arger 

househol ds have only two 

rooms 

Urban areas (1975): at 

most 20% of the popul at ion 

have running water 

Rural areas (1975): availa­

bility generally 20-40 

1 itres per person per day, 

down to 10 litres in some 

areas 

Source: Direction generale du Plan: Les besoins fondamentaux a 

Madagascar: Niveaux et modes de satisfaction des besoins 

U\ntananarivo, 1978), pp. 142-145.18 
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Despite the problems surroundi ng the exact specification of Basic Needs 

targets, the fundamental concept is sufficiently clear., It is clear al so 

that whatever the definition of basic needs, a large number of people 

fall below their accepted levels. Thus 'the ILO estimated l9 that in 

1972, 1 210 million people in the Third World were "seriously poor", of 

whom 706 million were "destitute". 20 It has been estimated that in 

1975 life expectancy at birth in "poor" countries was 54 years, as 

opposed to 71 years in "rich" countries, with infant mortality at 124 as 

against 19 per 1 000 live births respectively. 21 In the same year 

Gross National Product per head was $290 in poor countries and $4 710 in 

rich countries. 22 At least 460 million people were estimated to suffer 

from a severe degree of protein energy malnutrition,23 "scores of 

millions" lived under the constant threat of starvation; the number of 

illiterate adults was estimated to have grown from 700 million in 1960 to 

760 million in 1970; "countless millions" suffered from "debilitati ng 

diseases" and lacked access to even the most basic medical services; and 

nearly 300 million people were unemployed or underemployed in the 

mid-1970's. Clearly large numbers of people, especially in the low and 

medium-income countries are failing to achieve the minimum of basic needs 

1 evel s. 

The achi evement of Basi c Needs ta rgets depends upon the consumpti on of 

goods and services whi ch are ei ther purchased in the market from a 

household's disposable income, or are provided, free of charge or at a 

subsidised price, by public authorities. The ultimate objective is, 

therefore, the satisfaction of the basic needs of all households at the 

stipulated level through an appropriate combination of private 

consumption and publicly-provided goods and services. 

It follows that Basic Needs targets should be divided into: a target 

level of household income necessary for the purchase of those goods and 

services compri si ng the pri vate component of basi c need s, such as food, 

and shelter; and target levels for publicly provided goods and services, 

such as safe drinki ng-water, sanitation, heal th and educational 

facilities. Exactly how this division of responsibility between the 

private and the publ i c sectors in the producti on and di stri buti on of 

Basi c Needs goods and servi ces is achi eved .. 'Ii 11 depend upon the economi c 

system and policy of a country. Thus, in centrally planned economies 

more emphasis is likely to be placed upon public than private consumption 
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goods and services, while in market-oriented economies the reverse is 

1 i ke ly. 

But an important element of ,the Basic Needs approach is the significance 

attached to improved and redirected public services in overcoming the 

problem of poverty. This results from the belief that not all consumers 

may be sufficiently knowledgeable about basic needs requirements such as 

health and nutrition and this lack of information may preclude them from 

rational choice in spendi ng such increments as may accrue to them upon 

reaching a specified income level. Furthermore, within households there 

are often maldistributional inequalities of consumption which may only be 

overcome through the direct provi sion of goods and services and not 

through an increase in money income. Some basic needs, such as 

sanitation and water supply, can only be met efficiently if provided on a 

large scale through public services . Consequently, while efforts to 

rai se productivity and income are important, they may not be adequate in 

themselves, and the direct provision of essential goods and services may 

be a more efficient and rapid way of overcoming poverty. 

Public participation may be direct in the form of cash grants or the free 

supply of goods and services to disadvantaged groups (such as the 

elderly, handicapped, and households headed by women); or it may be 

indirect in the form of taxes and subsidies designed to transform 

existing production and consumption patterns with a view to promoting the 

consumption of a target level of Basic Needs goods and services by the 

poor with a given level of money income. Some items may fall within both 

categories of private- and publ ic-consumption simultaneously (e. g. 

education and health services), while others may fall in either the one 

or the other. Thus, in the cases of housing or water supply the state 

may assume sole responsibility for provision, or it may provide only the 

infrastructure while leaving the actual building of houses or the fitting 

of taps etc. to pri vate enterpri se. Al ternati ve ly, the provi si on may be 

solely in the hands of private initiative. 

allocation between the private and public 

The implication for resource 

sectors of the economy will 

therefore vary according to the nature of alternative Basic Needs 

strategi es. 
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The importance of the public sector in the provision of basic needs 

should not be taken to mean that a Basic Needs strategy is primarily a 

"charitabl e" or "welfare handout" approach. The sati sfacti on of basi c 

needs involves much more than governments providing free goods and 

services to those considered deprived. A crucial element of the Basic 

Needs approach is the necessity for creating productive employment that 

will yield an income adequate for their satisfaction. In other words, 

such expenditure should ideally be seen as self-financing investment in 

the long term. Unless households have a certain minimum income, the 

satisfaction of their basic needs is impossible. EVen in fields such as 

health and education where public services playa very important role, it 

cannot be assumed that. the poor will satisfy their basic needs 

requirements without a certain minimum level of income. Even if health 

and education services are provided free of charge, the individual does 

bear some cost. In the case of education there is the opportunity cost 

of earnings foregone while potentially productive members of the 

househol d are at school. In the case of health-care there is the cost of 

earnings foregone while treatment is being received and, perhaps, also 

travel and medication costs. Thus, even where public services playa 

major part in the satisfaction of basic needs, a minimum level of income 

is essential for their achievement. In the case of other basic needs 

such as nutrition, clothing and shelter, the need for a minimum income is 

even more acute. 

But while employment and the minimum income levels generated are 

necessary conditions for the satisfaction of basic needs, they do not 

amount to a sufficient condition. Increased incomes alone does not 

ensure the satisfaction of basic needs and hence the role of the public 

authorities remains crucial. It may not be sufficient for people to have 

enough income to purchase enough food for subsistence: they should also 

consume the right kind of food if their nutritional requirements are to 

be met adequately. Similarly, it may not be sufficient that people 

attend school unless the education they receive is relevant to their 

employment opportunities and situation. Consequently, the government has 

an important education role to play in nutrition and in structuring the 

contents of formal educati on. Equa lly important is its role in 

establ i shi ng adequate and appropri ate standards in health and shelter. 

Thus hi gh quality expensi ve housi ng may require along repayment peri od, 

whereas low cost housing would enable individual consumers to increase 
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their expenditure on other needs. In such a situation the role of public 

pol icy may be to 1 ay down appropri ate standards for housi ng, or to 

provide financial assistance and the technical information required for 

building. 

Target levels for publicly -provided consumption goods and services, such 

as health or education, should be fixed not only in terms of the private 

income necessa ry for thei r consumpti on, but a1 so in terms of access and 

usage. Access implies availability in all localities, and targets should 

be set in terms of the distribution of publicly provided goods and 

services measured relative to space, distance or population numbers. For 

example, health services could be measured both in terms of doctors per 

thousand of popu1 ati on -and average di stance to the nearest doctor. But 

availability alone does not ensure usage. If a publicly provided good or 

service is thought to be inferior to that available at another locality, 

or if its price is beyond the means of potential consumers, it is bound 

to be underutil i sed. Access and usage therefore depend upon qual i ty and 

cost and information as well as availability. 

A ta rget 1 eve 1 of househol d income necessary for the sati sfacti on of 

those basi c needs re 1 ated to pri vate consumpti on may be estimated from 

household surveys and stipulated targets of either a "core" bundle of 

goods, or a more detailed list of requirements. Such an approach has the 

advantage of being compatible with the principle of consumer sovereignty, 

in that minimum income levels are based upon expenditure patterns 

revealed in household surveys and not simply handed down from above. But 

household surveys reflect existing relative prices, income-distributions 

and tastes - whi ch may well change as improved sati sfacti on of basi c 

needs is achieved. Furthermore, the achievement of a minimum level of 

income is not a sufficient condition for the satisfaction of basic needs, 

for the existence of adequate income for an essential good or service 

cannot guarantee its purchase if it is not available in the market or 

withi n reach of consumers. 

approach for social costs 

In addition, no allowance is made by such an 

and benefits that may resu1 t from the 

consumption of goods and services, nor does it make any distinction 

between the respective importance of such goods and services. There may 

exist consumption externalities in the provision of various basic needs. 

For example, improved nutrition, shelter, education or water supply may 

all result in improved health as well. This means that fewer resources 
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have to be applied to the satisfaction of basic needs than would appear 

from aggregating individual requirements. For these reasons, the 

calculation of poverty lines or levels ' of sUbsistence can be seriously 

misleading: the resulting focus on a single income figure may fail to 

reveal the importance of the basic needs "core" actually required for a 

"decent" 1 ife. 

While a rapid growth of output remains essential for the alleviation of 

poverty, it is also important to establish who benefits from the 

increased production. In most poor countries Basic Needs targets cannot 

be met by redistributing existing levels of output. A change in 

output-mix by itself is insufficient, the level of production itself must 

also increase. Hence a rapid rate of economic growth is an essential 

prerequi site of any Basi c Needs strategy • Thi s necessa ry increase in 

production can to an extent be achieved by increased employment and/or 

decreased underemployment through a 'more effi dent all ocati on of 

producti ve resource s. Increased employment is therefore both the means 

of producing more output and of providing the disposable income necessary 

to gain access to it. 

The definition of basic needs in the Programme of Action alluded to the 

importance of "the participation of the people in making the decisions 

which affect them.,,24 In programmes designed to increase employment and 

the provision 'of basic needs, the importance of community participation 

should always be considered . ,In poor countries in particular the central 

authorities cannot be expected to meet all the requirements of employment 

creation or the production and distribution of Basic Needs go.o.ds and 

services, and an impo.rtant pa rt will have to. be pl ayed by the co.mmunity 

itself. Fo.r instance, the go.vernment may no.t co.mmand the reso.urces 

necessary to. supply ho.uses to. all the Po.o.r at a price ~Ih i ch they can 

affo.rd, but it may be able to. bear the cost of site-and-service schemes 

and leave the co.nstructio.n of shelters to. the co.mmunity co.ncerned. 

In view o.f reso.urce constraints, community participation may al so be 

necessary for the constructio.n o.f scho.ols, recreatio.n facilities etc . In 

fact, in many o.ther cases to.D, such as health and hygiene pro.jects, the 

success o.f basi c needs pro.grammes may hi nge upon the extent to. whi ch 

community participation is available and mobilised. However, the 

incidence of co.mmunity participation and initiative is bound to. be 
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unevenly distributed. Thus the deliberate provision of basic needs on 

this principle may actually result in the creation or maintenance of huge 

discrepencies in local living standards. In this sense, the Basic Needs 

approach is not always conducive to a more equal distribution of income. 

In summary, the Basic Needs approach to development incorporates the 

instruments . of "employment-oriented" and "redistribution-with-growth" 

strategies for combati ng poverty, but does so ina novel way. The 

importance of employment creation and wealth and income redistribution as 

po 1 icy instruments is stressed, but they are not seen as suffici ent 

conditions for the elimination of poverty. The Basic Needs approach 

extends the concept of development to i nc1 ude non-materi a1 needs and 

through the notion of "core" basic needs provides an operational 

definition of poverty. Emphasis is placed on the necessity for meeting 

the basic needs of all individuals or families and the key role of public 

services in achieving this aim is stressed. Such a strategy calls for 

cOO1munity participation \~henever possible and the creation of the social 

and political conditions necessary for its success. 

Essential for any Basic Needs strategy is the necessity to increase the 

incomes of tal'get groups at least up to a minimum level within a 

specified period of time. Furthermore, the adequate availability of 

private and . public goods and services required for consumption must be 

assured. Such targets should be achieved by methods conducive to maximum 

community pa rti c ipati on and shou1 d i nc1 ude a number of permutati ons of 

growth, redi stributi on and the restructuri ng of production patterns 

through the use of appropriate technology and the production of a 

suitab1 e output-mi x. Attention is therefore focussed on the actual 

composition of production and income and on their beneficiaries, rather 

than simply on their aggregate measures in tenns of GNP per capita . As 

Nonnan Hi ck s and Paul Streeten conc 1 ude: "Such a focus supp1 ements 

attenti on to how much is bei ng produced, by attenti on to what is bei ng 

produced, in what ways, for whom and with what impact. ,,25 

In sum, there exists a close relationship between emp10ymel)t, on the one 

hand, and the supply of basic needs, on the other. Job creation without 

the availability of basic goods and services will fail to raise living 

standards significantly, and may instead result in distorted patterns of 

expenditure. By the same reasoning, the provision of basic goods and 
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services without sufficient jobs will fail to generate sustained economic 

development, and simply amount to a subsidised social welfare programme. 

The simultaneous supply of jobs and provision of basic needs should, 

however, amount to a meani ngful i nteracti on between the va ri abl es, that 

is a workable strategy for development and the elimination of poverty. 

The magnitude of the problem of satisfying the basic needs of all should 

not be underestimated. Nor is the solution likely to be swift, as there 

are many economic social and political problems which must first be 

overcome. For instance, in rural areas the problems of income and 

employment may be reinforced by existing land distribution patterns and 

customs which cannot easily be overcome for the implementation of 

agrarian reform. In education, again, the problem may lie not so much in 

i ncreasi ng the number of school sor upgradi ng exi sti ng facil ities, but in 

reducing dropout rates because of social attitudes, and in changing 

curricula so as to more accurately reflect the economic and social needs 

of society. In housing it may not be so much an aggregate resource 

constraint that is decisive, but rather the standard or type of housing 

that is considered to be socially acceptable. Considerable changes in 

social behaviour and customs may also be necessary before women are most 

productively drawn into the economic and educational systems. Religious 

and cultural barriers may also obstruct the introduction of new health, 

hygiene, nutritional and housing programmes. All these issues which 

involve a rearrangement of existing priorities must be faced if Basic 

Needs targets are to be achieved. 

In thi s section basic needs (or the goods and services designed to 

satisfy them) have been loosely discussed in terms of their respective 

"private" and "public" components. This is a common distinction 

frequently encountered in current 1 iterature on the subject. However, 

from an analytical pOint of view, certain ambiguities attach to this 

classification, which may well obscure the economic significance and 

implications of basic needs and efforts to meet them. In the field of 

Public finance it has long been the convention to functionally divide the 

spectrum of wants existing and goods (and services) produced in the 

economy into the three categories of "private", "public" (or "social") 

and "merit" wants or goods (and services). 26 In general, "private" 

goods are supplied by the market system where individual buyers are 

liable to the "exclusion principle", i.e. unless a person agrees to pay 
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the price of a good, he is excluded from its consumption. Price 

therefore serves as a rationing device in resource allocation. At the 

other extreme (pure) "public" or "social" goods cannot be supplied by the 

market mechani sm in the conventional sense, seeing that they are jointly 

consumed by the entire population; the exclusion principle therefore 

does not apply here, and there are no objective criteria for resource 

allocation to such goods . The third category of "merit" goods occupies 

an intermediate position : while they may, in principle, be supplied 

through the market, purely pri vate provi si on, whi ch has to take account 

of short-term cost recovery, is likely to be insufficient in terms of 

prevailing social values. Alternatively put, "merit" goods are deemed to 

possess positive externalities, that is, benefits that society would 

forego if their production were left entirely to the private sector. 

Hence, as in the case of "public" or "social" goods above, some 

government intervention is usually regarded as justified and indeed 

necessary. "Even though the market could totally allocate such [merit] 

goods, they are considered so meritorious or important that a political 

consensus is reached whereby they are made available in certain minimal 

quantities to all members of the society.,,27 

From the viewpoint of utility (welfare) maximisation in general, it 

should be noted that both "pri vate" and "publ ic" goods (and therefore 

"merit" goods as well) enter into individual utility functions. 28 

Obviously any particular output-mlx of "private", "public" and "merit" 

goods will have its distinctive distributional implications, both in the 

short and long run - although they may be quite different. 

For the discussion of strategies for meeting basic needs in Chapter 6, 

the above taxonomy provides a useful background guide, seei ng that most 

writers on the subject tend to identify individual basic needs in formal 

rather than functional terms . The remai nder of the present chapter is 

concerned with practical issues relating to the measurement of basic 

needs. 

5.2 : THE MEASUREMENT OF BASIC NEEDS 

Before any Basic Needs strategy can begin to be implemented, it is 

neCessa ry to have an i nd icator by whi ch the degree of depri vati on or 

satisfaction of basic needs can be measured, towards which policy 
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measures can be directed, and by ,which their success or failure can be 

judged. 29 An essential part of the poverty-problem is the question of 

income distribution. -In 1972 less than one-fifth of the world's 

population produced two-thirds of global output and one-quarter 1 ived in 

countri es producing 1 ess than 3 per cent of global output. 30 With the 

inclusion of China, nearly half the world's population received less than 

7 per cent of global income. Within less-developed countries the richest 

10 per cent of households on average received 40 per cent of personal 

income and the poore st 40 per cent of househol ds 15 per cent, or 1 ess. 

Thus the unequal distribution of income world-,wide is an essential part 

of the poverty-problem and on empirical evidence ' there is a close 

observed rel ationship between the level s of basic needs and GNP per 

capita. Sheehan and Hopkins31 attempted by means of an analysis of 

international cross- section data to assess the importance of seemi ngly 

relevant variables in explaining basic needs performance. They concluded 

that there exists a fairly broad positive relationship in performance 

between different basic needs. Hence a country which performs well for 

one basic need will generally perform well for other basic needs too, 

and, conversely, a country performing poorly in one will tend to perform 

poorly in other basic needs. A clear finding of their study was that per 

capita GNP is the most important single variable explaining the average 

1 eve 1 of basi c needs sati sfacti on. Thi s emphasi ses the importance of a 

major increase in the production of goods ,and services in less-developed 

countries if their material basic needs are to be satisfied. 

But the use of GNP per capita or its rate of growth is as unsati sfactory 

a measure of basic needs satisfaction as it was of economic development, 

because such a measurement gives no indication of income distribution 

withi n an economy. Nor can it indicate whether some secti ons of the 

popul at i on are depri ved of thei r basi c needs whi le other secti ons' basi c 

needs are adequately sati sfied. GtlP per capita is an arithmetic variabl e 

and indicates potential welfare: but for actual welfare, income 

distribution should be examined as well. Hence, while a rapid growth of 

output is essential for the alleviation of basic needs deficiencies, 

indicators of the composition and beneficiaries of increased output are 

required to supplement GNP data. To overcome such 1 imitations, efforts 

have been made to "improve" or suppl ement the GNP per capita data as a 

measure of development, by introducing additional cost and benefit 

variables to arrive at a broader measure of welfare. 32 But such 



- 85 -

attempts also yield an unsatisfactory measure of basic needs, as they 

ignore the very foundation of the Basic Needs approach - namely, that 

raising per capita incomes alone is frequently insufficient for the 

achievement of development, because of inefficient consumption patterns 

amongst the poor and the 1 ack of availability' and access to 

pUblic-consumption goods and services. 

kcordi ngly, alternative efforts have been made to develop non-monetary 

"social indicators", measuring aspects of health, housing, nutrition etc. 

and other features of development that are not reflected in income based 

indicators. 33 Such alternative indicators, 1 ike the percentage of 

population with access to clean water, life expectancy at birth, or the 

number of persons per room, are normally related to the results of 

development - that is the extent to which basic needs are met - rather 

than with inputs, which may be inappropriate or inefficiently allocated. 

For instance, a measurement of educ.ati on expenditure per person, or 

school enrolment rates reveals nothing about the allocation or 

productivity of such expenditure, whi 1 e a measurement of 1 iteracy woul d 

indicate to some €xtent the success or failure of such expenditure or 

enrolment. Simil arly, expenditure on housi ng reveal s nothi ng about the 

extent to which the housing problem is being overcome or even whether the 

housi ng suppl ied can be afforded by the target poverty groups. Thi sis 

caused by a general weakness of per capita data which is simply related 

to population numbers. 

Some indicators measure the average level of satisfaction for the whole 

of soci ety, whil e others take cogni sance of the actual di stri buti on of 

inc ome and wealth. For example, the, percentage of popul ati on with access 

to clean water accurately reflects the numbers with and without such a 

service, but the average ilmount of calories consumed per capita can be 

quite meani ngless as a measurement of nutrition, as it fail s to 

di sti ngui sh between the overconsumpti on of the ri ch and underconsumpti on 

of the poor. Similarly, average infant mortality rates or life 

expectancy at birth fail to reveal the range which may exist between the 

ri ch on the one hand and the poor on the other. Two countri es may have 

i denti cal average 1 ife expectancy and infant mortal ity rates, but quite 

different rates for the poorer sections of the community. Consequently, 

such indicators should ideally be presented separately for different 

income groups, revealing their distribution across the population. 
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Unfortunately such detailed data are ve~ seldom available. 34 

By nature, indicators measuri ng the results of development tend -to reveal 

more about the distribution of development and the "quality of 1 ife" than 

do aggregate ,economic indicators. But such efforts have failed to 

produce a single alternative measure that is widely acceptable, because 

of problems of definition and the absence of any obvious way of 

translating all apsects of social progress into money values, or any 

other accepted common denomi nator, wi thout di sgui si ng important 

di stri buti ona 1 differences. For instance, to have the same index for a 

situation where literacy is 10\~ and infant mortality high, and another 

situation where literacy is high ani! infant mortality low, would imply a 

trade-off between literacy and infant mortality and require a complicated 

system of weighting which might be arbitra~ and misleading. 

Consequently, in the absence of a "composite index", difficulties arise 

in drawing general conclusions from a large number of indicators even if 

these are available. But such indicators may nevertheless sometimes be 

useful in judging social performance and the degree of satisfaction of 

individual basic needs. Indicators should be defined for each individual 

basic need, and efforts concentrated on a limited number of indicators 

coveri ng the "core" needs di scu'ssed here. 

indicator can be defined for each need. 

If necessa~, more than one 

Once defined, such "core" 

i nd icators may be used for regi ona 1 or naU onal compari sons, refl ecti ng 

the relative deprivation in rich and poor regions or nations, and the 

extent to which these are converging or diverging. Policy may then be 

directed at those areas \~here basic needs performance is poorest. 

The following indicators, taken together, may be suggested as a measure 

of "core" basic needs satisfaction: 

Health - life expectancy at birth (years) 

- infant mortality rate (per 1 000 live births) 

Education - adult literacy rate (per cent) 

- prima~ school enrolment (as a per cent of population 

between certai n ages) 

Nutriti on - cal ori e consumpti on (per head per day) 

- protei n consumpti on (grams per head per day) 
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Shel ter number of persons per room 

- area per person (m2) 

Water supply - per cent of population with access to clean water 

- infant mortality rate (per 1 000 live births) 

Sanitation - per cent of popul ati on wi th access to sanitati on 

facilities 

infant mortality rate (per 1 000 live births) 

On the whole. these indicators pertain to observed results rather than 

productivity of inputs. thereby showing the extent to which basic needs 

have been satisfied. rather than measuring the resources allocated for 

their sati sfacti on. Infant mortal ity is used above as a measure of 

access to clean water and adequate sanitation because of the hi gh 

suscepti bi 1 ity of i nf ants to sanitary and water-borne di seases . As a 

measure of the basic needs for shelter. neither number of persons per 

room nor area per person capture the quality of housing - only the 

relative extent of overcrowding. But in extreme climatic conditions the 

quality of housing may be of considerable importance and. hence. 

indicators such as the percentage of houses I'/ith concrete floors. or iron 

roofs coul d be added. 

If an acceptable system of weighting could be devised . all these 

indicators might be combined into a single composite index for measuring 

basic needs. But the chances of a generally accepted weighting system 

being devised are remote. An alternative is to examine only one or two 

indicators which seem to correspond closest to basic needs satisfaction 

and to assume that their adequate fulfilment would mean that all other 

components of basic needs are satisfied as well. Ideally. such 

indicators should be simple. readily available. of general application. 

and measure outputs rather than inputs. 

Such an alternative procedure seems to be supported by the fi ndi ngs of 

Sheehan and Hopkins35 that there exists a "fairly broad consistency in 

performance between different basic needs." This conclusion is supported 

by the fact that several of the "core" basic needs are themselves inputs 

for satisfying other needs. For instance. nutrition. shelter. education. 

water supply and sanitation. while individually desired in their own 

right. all contribute towards improved health. In other words. basic 

needs are often characteri sed by a high degree of complementarity in 
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respect of both their ends and means, i.e. they typically generate 

externalities in consumption. It can, therefore, be argued that an 

indicator of health - such as life expectancy at birth - also represents 

a powerful single measure of the overall satisfaction of basic needs. 

Such a measure "... ·has the advantage of capturi ng the impact on 

individuals, not only of non-market factors but also of income net taxes, 

transfer payments and social services, without ralslng all the 

difficulties of income per head measures .•.• For these purposes it might 

be regarded as superior not only to a composite index of social 

indicators but also to GNP and to indices of income distribution. ,,36 

Where life expectancies at birth may vary only marginally, a further 

suppportive measure, such as 1 iteracy or primary school enrolment37 , 

can be added in order to further distinguish between the satisfaction of 

basic needs of particular regions or population groups. 

It is possible to estimate the combined effect of health care, clean 

water, sanitation, nutrition, shelter and education on mortality, as a 

single measure of basic needs, but this would still be an average measure 

of a country IS experi ence and cannot therefore d i sti ngui sh between the 

extent to which such needs are satisfied for different sections of the 

. population. Furthermore, the measurement of a single index of 

performance, such as life expectancy at bi rth, and improvements therei n, 

does not readily reveal the possible sources of such improvements. 

Increased life expectancy at birth may for example result from lower 

infant mortality or from higher survival ratios after infancy, and a 

short 1 ife expectancy may in turn result from shortcomi ngs in ei ther of 

these areas. A single indicator cannot reveal the source of such 

shortcomings, nor can it suggest the appropriate policy measures - which 

may be improved education for mothers and potential mothers or improved 

sanitati on and water supply in the ca se of a hi gh infant mortality rate, 

or improved shelter and nutrition in the case of a high mortality after 

infancy. Consequently, there exi sts a danger that pol icy measures m; ght 

be directed at the more obvious manifestations of poor health, such as 

hospital s. clinics, nurses etc., when the problem lies el sewhere. In 

other words, policies may be directed at the symptoms of inadequate basic 

needs satisfaction instead of their causes . 

In spite of such shortcomings, so long as the dangers of interpreting 

single indicators in terms of single results or causes are avoided, they 
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may be useful. Si ngl e indicators or indices provi de a crude but simpl e 

means for i ntet-regi onal or i nternat i onal compari sons of basi c needs 

performance, whi ch mi ght not otherwi se be possi bl e if a mUltitude of 

indicators, each reflecting different 1 evel s of performance, were used. 

The problems of devising weighted composite indices are avoided, but most 

of their advantages obtai ned. Furthermore, while both 1 ife expectancy 

and adult literacy rates are generally available for most less-developed 

countri es, many more detailed al ternative measures, such as water and 

sanitation supply, are not. 

Because of the 1 ack of adequate international data, any compari son of 

basi c needs performance is extremely difficult. When data exi st, they 

tend to represent national averages and so ignore the problem of 

distributional differences wit~in countries. Nevertheless, it is useful 

to . examine some broad international data and to attempt to make some 

generalised comparisons and draw conclusions where possible. In Table 

5.2.1 weighted indices of the two broad measures of basic needs 

performance, life expectancy at birth and adult literacy rates, are shown 

for the years 1960 and 1979 and 1960 and 1967 for five different 

groups.38 Ilith the exception of NOll11arket Industri a1 Economies and 

Capital-surplus Oil Exporters, this c1assfication of course reflects 

international comparisons of development. 

Adult literacy has in principle a maximum achievable rate of 100 per 

cent, while average 1 ife expectancy at birth would seem to increase 

1 itt1e above an average of 74 years43 despite extremely hi gh level s of 

national prosperity. In both these areas the Industrial Market Economies 

appear, on average, to have approximately reached the maximum attainable 

levels, and basic needs within these countries could certainly be said to 
be satisfied on average. (However, within Industri a1 Market Economies 

distribution problems are likely to result in at least some parts of the 

population failing to satisfy their basic needs). With the exception of 

the Nomarket Industrial Economies - which on the basis of a 1960 adult 

literacy rate of 97 per cent, and a life expectancy at birth of 72 years 
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Table 5.2.1 39 Li fe Expectancy at Hi rth (years) and Adul t Literacy 

Rate (per cent) 

Li fe Expectancy at 

birth (years) 

Industri al Market Economies 
NOl111arket Industri al Economies 
Middle-Income Countries 
Capital-Surplus Oil Exporters 
Low- Income Countries 

1960 

70 
68 
53 
46 
42 

Adul t Literacy 

Rate (X) 

1979 

74 
72 
61 
56 
57 

1960 1976 

9840 99 
97 31 
53 72 
14 50 42 
28 51 
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in 1979 appear, on average, to have achi eved a sati sfactory 1 eve1 of 

basic needs perfonnance by 1978 - the level of basic needs satisfaction 

in the remaining three groups in Table 5.2.1 in 1979 is clearly 

inadequate. In 1976, 28 per cent of adults i ·n Middle-Income Countries 

were illiterate, while in Low-Income Countries the figure was 49 per 

cent. Simi 1 a r1y, 1 ife expectancy at bi rth i n r~i dd1 e-Income Countries in 

1979 was 76 per cent of that in Industrial Market Economies, while in 

Low-Income Countries life expectancy at birth was only 60 per cent of the 

Industrial Market Economies I 1 eve1. Progress in the sati sfacti on of 

basic needs has clearly been made, on average, since 1960, but levels 

presumably remain unacceptably low in all but the Industrial Market 

Economi es. Progress is most marked in the adu1 t 1 iteracy rate of Oi 1 

Exporters, but this .is due primarily to the extremely low base of 14 per 

cent in 1960. 

In Table 5.2.2 six key indices of basic needs achievement (excluding 

housing) are shown for four groups of countries of different levels of 

deve10pment44 for the mid-1970s. Improvements in these indices from 

1960 levels are shown in Table 5.2.3. 

The data in Table 5.2.2 show population-weighted averages for countries 

at various levels of economic development and, hence, the problem of 

internal d i stri buti on of i nd ices \~ithi n countri es does not a ri se. Per 

capita GNP is used to show the level of economic development in 

conventional tenns, and the remaining six indices provide some measure of 

economic development in tenns of basic needs satisfaction for the four 

broad levels of development defined. 

In the Developed Countries, all six of the available Basic Needs 

indicators are at average levels which can be considered sati sfactory. 

In 1970 Sweden and Norway for example had per capita consumption levels 

of 2 810 calories and 86 grams of protein and 2 960 calories and 90 grams 

respectively . Both countries had low infant mortality and high 1 ife 

expectancy and so their basic needs for nutrition could deem to have been 

satisfied. In 1974 North America had an average consumption level of 

3 490 calories and 104 grams of protein per capita per day . The 

corresponding figures for Japan were 2 840 and 86 and for Western and 

Northern Europe 3 420 and 93. Given the highly developed nature of all 
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Table 5.2.245 Basic Needs Indices per Level of Economic Development 

Calorie Protei n Life Expectancy Infant Primary Doctors GNP per 

Consumption Consumption at Birth (years) Mortality School per capita 
(per capita (gms per (per 1 000 Enrolment 100 000 (U.S.$) 
per day) capita per live births) Rate peopl e 

day) (per cent) 

1974 1974 1975 1975 1975 1975 1975 

Developed 3 410 99 71 19 105 196 4 710 
Semi-developed (non-oil) 2 910 79 64 60 102 106 1 440 
Semi-developed (major oil- 2 420 59 54 116 76 52 2 040 
producers) 
Less-developed 2 190 56 54 124 68 21 290 
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three regions it is unlikely that the· basic needs for protein and calorie 

consumpti on were not met on average. Hence, whi 1 e allowance shoul d be 

made for body-mass, cl i·mate and type of activity, an average food intake 

of about 3 000 cal ori es and 90 grams of protei n per capi ta per day \~oul d 

seem to be adequate for most regions. 46 Consequently, an average 

consumption level of 3 410 calories and 99 grams of protein per capita in 

Developed Countries in 1974 seems more than satisfactory - in fact 

obesity rather than lack of nourishment may be a problem there. A 

primary school enrolment rate of 105 per cent exceeds the theoretical 

maximum attainable level of 100 per cent47 and, given the high life 

expectancy and low infant mortality rates, 196 doctors per 100 000 people 

would seem atlequate. While an infant mortality rate of 19 per 1 000 live 

births, as in the Developed Countries, could be reduced, a certain number 

of infant deaths will always occur for reasons unassociated with basic 

needs. 

The above Basic Needs indicators are, of course, average, and disguise 

pockets of poverty even in the Developed Countries, where all basic needs 

would not necessarily be met. In addition, these indicators relate 

solely to "physical" needs and reveal nothing of "psychic" needs such as 

participation in determining one's needs, human rights, etc . Nor do they 

reveal anything about the quality of basic needs and so, for instance, 

the exi stence of near-uni versal pri mary educati on may hide defects in the 

contents or effectiveness of education. 

But the same probl ems exi st for all the other (than Developed) group; ngs 

of countries shOlm in Tables 5.2.2 and 5.2.3, which also clearly fall 

short of generally acceptable average level of physical basic needs 

satisfaction as well. The Semi-developed Countries fall into two 

tlisti nct groups.Whil e the t~ajor oil-producing Countries have GNPs per 

capita much higher than other Semi-developed Countries, in terms of basic 

needs performance they are much closer to the Less-developed Countri es. 

(This emphasises the point that economic growth alone is not a sufficient 

condition for the satisfaction of basic needs or the achievement of 

economi c development . ) For one particul ar Basi c fleeds indi cator - 1 ife 

expectancy the oil-producers are at the same 1 evel as the 

Less-developed Countries, but for the remaining five indicators they are 

only sl i ghtly better off than the Less-developed Countri es and 

considerably worse off than the non-oil Semi-developed Countries. 
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In the non-oil Semi-developed Countries the primary school enrolment rate 

is not much lower than that of the Developed Countries and surpasses the 

theoretical maximum of 100 per cent. Calorie consumption per capita per 

day is probably satisfactory on avenge, but protein consumption is low. 

The major shortfall s would appear to be in health services, where there 

are on average 106 doctors per 100 000 peop1 e (compared with 196 in 

Developed Countries) . This would seem to be supported by a significantly 

higher infant mortality rate (60 as opposed to 19 per 1 000 live births) 

and by ,the lower 1 ife expectancy at birth (64 as opposed to 71 years 1. 
However, these levels are considerably higher than in the Less-developed 

Countries where the infant mortality rate is 124 per 1 000 1 ive births 

and life expectancy at birth is 54 years. Clearly none of the six Basic 

Needs indicators can be considered to be at a satisfactory level in the 

Less-developed Countri es. Cal ori e consumption per capita per day was 64 

per cent of that in Developed Countries and protein consumption only 57 

per cent. In the Less-developed Countries 32 per cent of those concerned 

received no primary education at all and there were only 21 doctors per 

100 000 people in 1975. (This comparison obviously suffers from a lack 

of suitable data for housing in the present context. ) 

It may be concluded that while basic needs were on average adequately met 

in Developed Countries (in 1975), for the rest of the ~lor1d the situation 

was much less satisfactory. In the non-oil Semi-developed Countries the 

needs of nutrition and education were evidently reasonably \~ell 

satisfied. In the case of health, the situation was considerably Itorse 

in non-oil Semi -developed Countri es than Developed Countries, but, 

neverthe1 ess, milch better than in Le ss-deve1 oped Countri es. I n all areas 

of basic needs, the situation in the Less-developed and Major 

oil-produci ng Semi -developed Countri es was 'far from sati sfactory. In 

1976 those countries classified in Tables 5.2.2 and 5.2.3 as Developed 

had a combined population of 994,7 million out of a total world 

population of 4 014 million. 48 This meant that only 24 ,8 per cent of 

the world's population lived in countries 

sai d to have. sati sfactory 1 eve1 s of 

Approximately 350 mill ion peop1 e 1 ived 

Countri es where nutri ti ona1 ,needs were, 

sati sfi ed, but health condi ti ons appeared 

whi ch, on average, cou1 d be 

basi c needs sati sfacti on. 

; n non-oil Semi -developed ' 

on average, reasonably well 

to be inadequate. But some 

2 669 mi 11; on peop1 e, or 66,5 per cent of the wor1 d's popu1 at; on, 1; ved 

in non-oj 1 Semi -developed and Less-developed Countr; es where, even on 
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average, basic needs were far from satisfied. Even if the approximately 

836 mi 11 ion peopl e of the Peopl e' s Repub 1 i c of Chi na are excl uded, 57,7 

percent of the world's population 1 ived in countries Where basic needs 

were not satisfied on average. (Again, it should be remembered that the 

need for shelter has not been included here.) 

Table 5.2.3 shows the progress made between 1960 and 1975 (1974 in the 

case of calorie and protein consumption levels) in the six present Basic 

Needs indicators and the four groups of countries used in Table 5.2.2. 

The average annual growth rate of GNP per capita is included to compare 

progress in basic needs satisfaction with rates of economic grO\~th. 

Of the four groups of countries at different levels of economic 

development, the most rapid overall progress in meeting basic needs 

between 1960 and 1975 was made by the Semi-developed Countries - both 

non-oil and r~aj or oi l-produci ng. Over th is peri od the same groups of 

cOlJntri es also experi enced the most rapi d rates of increase in GNP per 

capita. In only two areas - 1 ife expectancy at birth and primary school 

enrolment - the non-oii Semi -developed COlJntri es made rel atively slow 

progress. But it can be seen in Table 5.2.2 that by 1975 these countres 

had achi eved a hi gh average 1 evel of performance in both these areas and 

so it is to be expected that the rate of improvement would decline as 

further progress \~ould perforce taper off. Similarly, only a moderate 

rate of increase in calories and protein consumption WaS experienced over 

the same period, but by 1974 fairly high (though still inadequate) levels 

of satisfaction had also been reached. 

In 1975 the Developed Countries had reached satisfactory levels in all 

these Basic Needs indicators, and so it is not surpri sing that there 

should have been only marginal changes in life expectancy, infant 

mortality and primary school enrolment rates. 50 Surprisingly, despite 

the very hi gh 1 evel s previously achi eved, cal ori e and protei n conslJmpti on 

levels increased significantly. But this need not necessarily mean an 

improved 1 evel of basi c needs sati sfacti on and may instead have 

introduced a ne\~ problem of ill-health. There was al so a large increase 

in the number of doctors per laO 000 people despite the al ready high 

number and good health standards achieved - as revealed by the low infant 

mortality and high life expectancy. 
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Table 5.2.3 Changes in Basic Needs Indices, per Level of Economic Development, 1960 - 197549 

Calorie Protei n Life Expectancy Infant Primary Doctors GNP per 

Consumpti on Consumption at Birth (years) Mortality School per capita 

(per capita (gms. per (per 1 000 Enrolment 100 000 growth 

per day) ca·pi ta per live births) Rate peopl e (per cent 

day) (per cent) per 

annum) 

1960-74 1960-74 1960-75 1960-75 1960-75 1960-75 1965-74 

Developed 370 8 2,6 12 -3,4 24 3,9 
Semi-developed (non-oil) 280 5 5,1 48 3,3 26 5,0 
Semi-developed (major oil- 390 5 11 ,4 45 26,6 19 6,3 
producers) 

Less-developed . 10 -2 12,8 13 17 ,6 6 '2,9 
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The Less-developed Countri es made good progress in increased 1 ife 

expectancy at birth and primary school enrolment rates. But given the 

very low base for both these indicators in 1960, it is not surprising 

that progress shoul rl have been numeri cally easier for the Less-developed 

Countri es than for the other groups of countri es tabul ated. But in other 

areas of basic needs performance the Less-developed Countries fared very 

poorly. In spite of a very low level of 15 doctors per 100 000 people in 

1960, (compared \~ith 172 in the Developed countries, 80 in the non-oil 

Semi-Developed Countries and 33 in the Major oil-producing Semi-Developed 

Countries), this figure had only risen by 6 by 1975. Similarly, infant 

mortality rates decreased by only 13 per 1000 live births, despite the 

high level of 137 in 1960 (compared with a decrease of 48 and 45 in the 

non-oil and Major oil-producing Semi-developed Countries respectively). 

In nutrition, the performance of the Less-developed Countries \~as even 

worse. Despite very low 1 evel s of cal ori e and protei n consumpti on in 

1960, cal ori e consumpti on had improved by a mere lOcal ori es per capita 

per day by 1975, and protein consumption actually declined over the same 

period. This compares very poorly with a per capita increase in calorie 

consumpti on of 280 and 390 in both the non-oi 1 and Maj or oi l-produci ng 

Semi -developed Countri es respectively, and a protein increase of 5 grams 

in both cases for the same period. 

Between 19fi5 and 1974 the Less-developed Countries had, on average, a 

considerably lower rate of growth of GNP per capita per annum than the 

otl,er categol'ies of countries - 2,9 per cent compared \~ith 3,9 per cent 

for Developed Countri es, 5,0 per cent for non-oil Semi -developed 

Countri es and 6,3 per cent for the ~laj or oil-producing Semi -deve loped 

Countri es. 

While a high rate of economic growth is not a sufficient condition for 

satisfying basic needs, it is, nevertheless, essential for the success of 

any Basic Needs strategy if a simple redistribution of already inadequate 

resources and output is to be avoi ded. Hence, the slow rate 0 f economi c 

growth over the peri od 1965 to 1975 meant that the Less-developed 

Countries also had insufficient resources for significant progress in the 

satisfaction of basic needs. 

On the \~hol e it is cl ear that the gap between ri ch and poor countri es in 

basic needs satisfaction is very large and in many cases in fact 
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increased during .the period 1960-75. While the data in Tables 5. 2.2 and 

5.2.3 are admittedly crude and aggregative (and exclude housing), masking 

internal differences in basi c needs sati sfacti on, it is, neverthel es s, 

clear that previous development strategies have failed to meet the basic 

needs of the maj ori ty of the peopl e in the Semi - and · Less-developed 

Countries. While there are undoubtedly countries within each development 

group whi ch have made better progress in basi c needs performance than 

others, it is clear that further attempts to meet the basic needs of all 

but the Developed Countri es are necessary. Even wi thin the Developed 

Countri es there \~i 11 be some peopl e for whom basic needs sati sfacti on is 

not achieved, but here the problem is essentially one of redistributing 

existing resources and providing better access to such resources for 

all. But in the Semi-developed and Less-developed Countries, the basic 

needs performance of the vast majority of people is inadequate in the 

sense of reflecting economic scarcity and, hence, strategies specifically 

deal ing with these probl ems must be devi sed in order to improve the 

situation. 
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CHAPTER 6 A STRATEGY FOR MEETING BASIC NEEDS 

6.1 HJTRODUCTION 

It is evi dent from the previ ous chapter that the basi c needs of 1 arge 

secti ons of the worl d's popul ati on are not being sati sfi ed and that 

previ ous development strategi es, concentrati ng on economi c growth as such 

and distribution-with-growth, have failed to adequately counter this 

problem. Consequently, a number of countries have adopted policies 

designed specifically to tackle the problem of meeting "basic needs . l 

Previous social welfare measures have as a rule been applied on an ad hoc 

basis and not directed at the development issue. As a result, these 

countries have attempted to give direction and purpose to such measures, 

by directing them at the problem of development. It is not the intention 

here to analyse in detail the specific pol icy recommendations in these 

different countries. Nor can an assessment of their successes or 

fai 1 ures be attempted, as in each case del iberate Basic Needs strategi es 

have only been adopted after 1979 and so it is sti 11 too early for the 

results to be meaningfully assessed. 2 However, an ~ttempt to outl ine 

in general the pol icy impl i cati ons of the Basi c Needs approach, based 

mai nly on experi ence ga i ned by the ILO and Horl d Bank, wi 11 be made. But 

it shoul d be borne in mind that not all economies are the same: some 

economies may be market-oriented and others centrally-controlled ; some 

may possess only rudimentary market structures; and in some societies 

consumers are better informed than others (therefore education as a basic 

need). Where lack of information is a serious problem, the role of the 

government may be more prominent than otherwise. In view of these 

divergences, what follows in this chapter amounts to a rather general 

discussion of s1;rategy, and specific policy measures would have to take 

cognisance of the institutional properties of the society concerned. 

Any Basic Needs strategy must necessar i ly begin by establishing the 

pattern and extent of basic needs deficiencies within the target economy 

and the "underlyi ng processes ,, 3 whi ch have ei ther generated or 

perpetuated them. Thereafter the questi on of pol i ci es needed to 

alleviate this situation can be approached . These policies may be 

di rected at transforming the underlying process and at achi evi ng targets 

~Ihi ch may be set for each of the "core" basi c needs. Hence, the need to 

transform the process whi ch has generated or sustai ned defi ci enci es in 
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the attempted satisfaction of basic needs is emphasised, Hhil e at the 

same time attention is focussed on the detail s of the pol icies that seem 

appropri ate. 

The outl ine of a Basic Needs strategy, as for example put forward in the 

case of Zambia in 1981, was expressed as follows: 

(a) "substantial improvements in the 1 iving standards of the mass of the 

poorer households should be made a top priority of government policy 

and economic strategy in the next few years; 

(b) implementation of this priority should be made operational and 

specific by the adoption of a basic needs target income and minimum 

level of essential services. The impact of government programmes and 

projects in helping poorer households to reach this minimum should 

become a key test, which new projects, programmes or policy proposals 

would in general be expected to meet if they were to obtain budgetary 

support; 

(c) equally important, development strategy should be progressively 

realigned, to give priority to measures which encourage and provide 

opportuni ti es for poorer househol ds, rural and urban, to achi eve 

major increases in their O\~n production and incomes and thus in their 

abil ity to obtain the goods and services they need . ,,4 

Hence, the essential features of a typical Basic Needs strategy are, 

firstly, that measures must be introduced to increase the real incomes of 

target groups up to and above a speci fi ed mi nimum 1 eve 1, and, secondly, 

that the adequate avail abil ity of and access to the required private- and 

pUblic-consumption goods and services must be ensured . Such goals should 

be achieved by methods allowing for maximum participation of the target 

group itself in the economy. 

The incomes of poverty target groups may be rai sed up to and above 

specifi ed mi nimum 1 evel s by a full er uti 1 i sati on of human resources 

through productive · employment. LDlt incomes may result from both 

unemployment and underemployment and pol ici es shoul d be directed at the 

rapid expansion of productive employment opportunities as well as 

increasing the productivity of sectors where underemployment is 

preval ent . Thus pol i ci es shoul d stri ve for the maximum util i sati on of 

exi sti ng resources through appropri ate technol ogi es5 and products. 
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This involves techniques and products adapted to local conditions rather 

than grafted on from the rest of the world. This may require the 

redirecti on' of educati on, traini ng and research and the i ntroducti on of 

progralllT1es desi gned to raise the productivity of resources avail abl e to 

the poor - especially their labour. 

Incomes may be raised not only by increasing the productivity of 

resources available to the poverty target groups, but also by increasing 

the quanti ty of resources avail ab 1 e to them. Of course, an increase in 

productivity is a prerequi si te for any redi stributi on of resources, or 

total output wi 11 be lowered by givi ng resources to 1 ess-producti ve 

1 abour. Such a productive redi stri buti on of assets to the poor can be 

achieved either by direct means, such as land redistribution, or 

indirectly, through, for example, the provision of low-interest loans and 

credit to low income groups. Further measures may include direct income 

transfers, minimum-wage legislation, price controls and subsidisation of 

certain basic goods and services. Such measures may, however, have 

adverse effects on some of the members of the group they are desi gned to 

assist. For instance, price controls may benefit consumers of the 

controlled goods within the target income group, but will adversely 

affect those members of the target group (and outside) who are producers 

of the controlled goods. It is difficult to confine the impact of such 

measures to target groups alone, and, hence, the cost of such pol icies 

may be inordinately high. In Sri Lanka, for example, the implementation 

of a rice subsidy proved enormously expensive, as, for pol itical reasons, 

it could not be confined to poor consumers alone. The role of such 

measures is, therefore, 1 imited, but they may be important in meeting the 

hasic needs of special categories of the poor - such as the aged, 

handicapped or unemployable, backward or isolated reglons, and in periods 

of extreme shortages - where pol i ci es desi gned to counter unemployment 

and underemployment cannot be effective. (Of course this would no longer 

be a Basic Needs strategy, but an ild hoc social welfare pol icy or a 

relief programme geared to a state of emergency) . 

The second requirement of a Basic Needs strategy is to ensure the 

adequate provision of essential goods and services. Unless such products 

are available, the changes in demand resulting from policies designed to 

increase the incomes of target groups will result in excess demand in the 

markets for basic goods and services, and resultant inflation and/or 

shortages . 
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Where markets are rudimentary, and market signals are therefore weak, an 

"announcement effect" with respect to basic needs is required and may 

serve to induce the supply of the required goods and services. The 

absence of such an increase in output would severely hamper any Basic 

'leeds strategy, and so pol i ci es desi gned to increase incomes shoul d be 

aimed at the production of Basic Needs goods and services. Such an 

approach has the advantage that by pl anni ng to rai se 'i ncomes by produci ng 

products meeti ng the basi c needs of the target 1 ow-i ncome groups, a 

market for such goods and servi ces is assured, and ri sk of fai 1 ure is 

conseqliently reduced. At the same time Basic Needs items, such as food 

and housi ng, tend to have low import contents and i nvol ve the extensi on 

of existing techniques and methods of production, so that employment and 

income may be increased without running into balance of payments 

difficulties . 

Basic Needs goods and services have been divided into private-consumption 

goods and services, such as nutrition and housing, and pUblic-consumption 

goods and services, such as education, health and water supply . As the 

adequate supply of both private and public goods and services is 

dependent upon a certai n 1 evel of demand (unl ess they are provi ded free 

of charge, i.e. by a social welfare policy rather than a Basic Needs 

strategy), incomes must be increased together with increases in the 

provi son of both private- and pub 1 i c-consumpti on goods and servi ces . 

Thus formal and informal enterprises engaged in the production of basic 

goods and servi ces woul d have to be i denti fi ed and encouraged through 

appropriate pOlicies. 

From the economic point of view, the distinction between Basic Needs 

goods , and services which are divided between private and public 

consumption ' respectively essentially depends upon the allocation of 

resources between these two sectors of the economy. Even if such basi c 

nee ds as foo d and shelter are deemed to belong to the private sector, the 

market system has evi dently fa i l ed to supply these needs spontaneously 

(otherwise the problem v/Ould not exist in the first place). Hence, if 

existing provision is to be changed (that is increased) public policy 

measures would have to be taken, i . e. there would have to be some 

intervention in the private sector market mechanism. However, such 

intervention would not necessarily require a transfer of productive 

resources from the private to the public sector on an appreciable scale 



- 108 -

as would be the case in the provision of the designated public 

consumption goods and services in respect of basic needs, namely, health, 

education, water supply and sanitation. In both cases pol icy makers 

should be careful to avoid self-defeating measures, for example, the 

transfer of resources from higher to lower productivity users, or 

policies which act as disincentives, thus actually diminishing the 

available supply of the goods and services concerned. 

In the provision of private-consumption goods and services, the role of 

the policy makers should be to remove obstacles and improve incentives in 

rel ati on to their production and consumption. Thus 1 ow-i nterest credit 

may be provi ded selectively and bottl enecks in the way of expans i on or 

the provision of inputs to this sector removed. In nutrition, 

low-interest loans may be provided to rural producers, and in housing, 

loans for the construction of houses be granted or 1 and set asi de for 

low-cost housing. In some cases the public sector may resort to the 

production of certain goods and services itself to eliminate shortages. 

The role of the public sector in providing public-consumption goods, and 

services - such as health, education, transport and water supply - is 

more direct. In an acute situation, an expansion and redirection of 

public expenditure so as to meet the needs of deprived target groups may 

be called for. Where such goods and services are already available, but 

not used, a restructuring of the content, organisation and del ivery 

systems of these goods and services, may be necessary. 

In the same way as the attitudes of the target groups were said (in the 

previous Chapter) to be crucial towards the success or failure of a Basic 

Needs strategy, so too is the attitude of the pol icy makers (i. e. the 

government). The success or failure of policies designed to expand or 

redirect public expenditure may, to a large extent, depend on the 

government's commitment to the achievement of such goals. Frequently the 

target groups (the poor) carry little political weight and, hence, 

policies to direct resources away from politically influential groups 

towards the poor, may be followed with some hesitancy by the governments 

concerned. Similarly, the actual extent of government i nfl uence may 

vary; the more central i zed an economy, the greater the government's 

ability to influence resource allocation. Without the material support 

of government organisation, personnel and administration, even the most 

carefully designed Basic Needs strategy is bound to fail and funds will 

continue to be misallocated. 
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The third aspect above of a Basic Needs strategy (as set out on p. 105) 

is the promotion of mass participation, self-reliance and 

decentralisation of decision making, as the people whose basic needs are 

to be met should ideally participate in detennining these needs instead 

of having them handed down from above. 6 But in many areas, 

participation is hampered by the lack of representative organisations to 

express the views of the poorest sections of the population. Hence, 

institutions embracing the characteristics of mass participation, 

self-reliance and decentralisation, 

should be identified and encouraged where already existing, and created 

if absent. This may be done by encouraging small businesses in the 

production of private-consumption goods and services, and by establishing 

co-operative organisations for the production, marketing and distribution 

of Basic Needs goods and services. In the production of public­

consumption goods and services, self-hel p and corrmunity-welfare projects 

shoul d be encouraged to ensure maximum 1 oca 1 i nvo 1 vement. Thus communi ty 

clinics or schools could be constructed by the community itself rather 

than by relying on the central authorities to do so. (In practice, the 

lack of initiative and enterpreneurship has proved to be an important 

inhibiting factor). 

In sum, any Basic Needs strategy should be founded upon the recognition 

that "problems of poverty and basic needs deficiencies must be attacked 

through a comprehensive set of measures and not through a limited number 

of ad hoc initiatives. ,,7 All aspects of such a policy should be 

consciously directed at the central objective of poverty alleviation. 

Income levels of target groups should be raised by increased employment 

and 1 evel s of productivity, whi ch shoul d be the prerequi site to asset 

redi stri buti on, and efforts may then be di rected at a sset or income 

redistribution. Attempts to increase employment in the modern or 

industrial sector of the economy may include efforts to fully utilise 

excess capacity in capital and social infrastructure in both the private 

and public sectors; investment allowances based on job creation and the 

decentralisation of industrial location; training incentives; and taxes 

on imported goods to encourage local production. Increased employment 

and income in the tradi ti ona 1 or i nfonna 1 sector of the economy may be 

encouraged by removing restrictions, such as strict 1 icensing, on such 

activities; the provision of basic infrastructure and services such as 

credi t and marketi ng facil i ti es; and improved trai ni ng. Poverty 

allevi ation may be further promoted by minimum-wages8, price control s 

and taxation, and efforts should be made to encourage the development and 

use of appropriate labour-intensive technology suitable for the needs of 
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small-sca 1 e rural and urban producers in both the fonna 1 and i nfonna 1" 

sectors. Such direct intervention in the market (such as price and wage 

control) is only 1 ikely to be succesful where the markets concerned are 

imperfect and rudimentary, and the spontaneous market solution may 

therefore be suboptimal. Public expenditure should be redirected to 

provide facilities and services such as schools, clinics and basic 

infrastructure in all areas, in particular those where such facilities 

were previously inadequate or non-existent. The production of sufficient 

goods necessary to meet changing demand patterns for the satisfaction of 

basi c needs may be encouraged by stimul ati on of the i nforma 1 sector, 

increased agri cul tura 1 output and the promoti on of a fl exib 1 e market 

structure. Mass parti ci pati on coul d be encouraged by the devel opmen t of 

small businesses in all sectors, and the promotion of co-operatives and 

self-help organisations. 

The above di scussi on provokes the questi on of why such pol i ci es are not 

followed in practice. The answer lies in the fact that such policies may 

be difficult or even impossible to implement. This outline amounts to an 

ideal strategy whose practical implementation is contingent on existing 

resource constraints as well as policies. 

In principle, a Basic Needs strategy can approach the problem of poverty 

in two ways: it can aim at the processes which result in the target 

groups being deprived of specific or individual basic needs; or it can 

be directed at all the main categories of needs taken together. These 

are not so much alternatives as complementary strategies, for, as Ghai, 

Godfrey and Li sk poi nt out: "Process-deri ved pol i ci es alone mi ght tend 

to be insufficiently detailed, need-derived policies too narrow. ,,9 

6.2 POLICIES DIRECTED AT THE "UNDERLYING PROCESS" 

The underlying processes 1 ikely to have adverse effects on attempts to 

satisfy basic needs, in principle include a favourable institutional 

environment (public policy, customs, techniques), within which markets 

may operate, as well as imperfections inherent in the markets 

themselves. Specific conditions, like absolute poverty, which discourage 

risk taking and innovation would also belong to such underlying 

processes, the combined outcome of which is, inter alia, a comparatively 

slow economic growth of a country or region. Hence, policies would have 

to be di rected at improving the export base; at rai si ng the capaci ty of 

a region for endogenous self-sustained growth; at overcoming the 

locational disadvantages of some regions relative to others; and 



- 111 -

counteri ng the "backwash effects" di scussed in Chapter 3. In other 

words, policies would be directed at increasing regional economic growth 

in order to counter basic needs deprivation. But, as has been pointed 

out, economi c growth by i tse lf is not a suffi ci ent condi ti on for basi c 

needs satisfaction in less-developed societies and it is possible for 

high rates of economic growth to be accompanied by basic needs 

deficiencies and for low economic growth to be accompanied by a good 

basi c needs performance. Therefore, the "underlyi ng process" behi nd 

basic needs performance involves more than simply economic growth: the 

structure of the economy may give ri se to production and expenditure 

patterns not conduc i ve to the operati on of a Basi c Needs strategy and 

policies must be directed accordingly. 

Any Basic Needs strategy will depend upon the particular circumstances of 

the country in which it is applied. This is particularly true of 

pol i ci es di rected at the underlyi ng processes resulti ng in basi c needs 

deprivation, where poverty is approached not from the view of income 

distribtuion or the degree of deprivation of certain essential goods and 

services, but from the processes which create such a situation. Only 

once these processes have been ana lysed, can pol i ci es be devi sed to 

counteract them, and, hence, any general analysis of such an approach is 

difficult unless examined in the particular circumstances of an actual 

economy. Nevertheless, it is possible to examine the type of processes 

which are likely, in general, to result in basic needs deprivation, and 

to suggest possible policy measures to counteract them. 

Essential to the satisfaction of basic needs is adequate productive 

employment. Without a minimum level of income, individuals are unable to 

satisfy their basic needs, unless of course these needs are satisfied 

free of charge in a "welfare" policy. While employment is not itself a 

basic need, it provides the income necessary for the purchase of basic 

goods and servi ces. Hence employment is an essenti a 1 prerequi si te for 

the satisfaction of basic needs, and any Basic Needs strategy should be 

directed at the maximisation of employment. But not only should 

employment opportunities as such be present, employment should be 

productive. Thus low productivity jobs result in low wages; basic needs 

deprivation may then follow from comparatively unproductive jobs rather 

than from unemployment. 

Economic development has generally resulted in a larger share of 

employment opportunities being generated in other than agricultural 

occupations, and these opportunities are normally located in urban 
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areas. A major problem facing rural areas if the failure of urban areas 

to create sufficient job opportunities to absorb the growing surplus of 

rural population. The cause of rural/urban migration is mainly economic, 

with people migrating in search of jobs; this flow is thus in principle 

regulated by the availability of employment opportunities in both the 

rural and urban areas. 

Hence, migration is an inevitable result of economic development, and 

often i nvol ves the movement 0 f unemployed or underemployed 1 abour from 

rural to urban areas, where johs are either available, or at least 

thought to be so, whether immediately or in the forseeable future. 10 

From the point of unemployment, increased migratory flows may be 

considered desirable, but from the point of view of a policy-maker trying 

to satisfy basic needs within a particular area, the results may be very 

discouraging. "Every time a new job is created there is at least one 

person ready to take it, and there are probably several others waiting in 

rural areas for similar opportunities .... No matter how many jobs are 

created, more are needed, and attempts to increase income are confounded 

by the constant increase in the supply of 1 abour. ,,11 From the poi nt of 

view of a pol icy-maker seeking to satisfy basic needs in an urban area, 

the i nfl ow of mi grants wi 11 tend to put astra i n on the provi son of 

services, and the more employment created, the greater the inflow and the 

more services required. "From this point of view the problem is not one 

of lack of employment; it is rather one of management of the problems 

generated by increased employment. ,,12 

Policies directed at the problem of unemployment or underemployment 

shoul d therefore not negl ect employment creati on in rural areas too, 

which woul d increase the sati sfacti on of basi c needs in these areas and 

thus decrease migration. Thus policies designed to increase agricultural 

producti vi ty a I so serve the end of Ba si c Needs servi ces in rural areas. 

Then, the simultaneous increase in productive employment in urban areas 

would establish a comprehensive basis for income generation and the 

satisfaction of basic needs in a sustainable manner. But the impact of 

individual Basic Needs projects on employment would at best appear 

I imited. Nevertheless, because of the importance of employment-creation 

to the satisfaction of basic needs, policies should examine all factors 

that serve to lower the potential level of productive employment. 

Institutional constraints frequently hamper the efficient creation of 

productive employment, and particular attention should therefore be 

directed at alleviating such constraints. As mentioned above, small 
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entrepreneurs are frequently offi ci a lly exc1 uded from the provisi on of 

credit, and informal sector activities may be actively discouraged by 

licensing policies. Such factors will be dealt with in greater detail in 

the foll owi ng paragraphs. In addi tion, efforts to increase productive 

employment are often hampered by the specific socio-economic position of 

the unemployed (such as age, work-preferences, lack of education, 

ill-health, etc.) A general increase in the demand for labour will not 

necessarily improve the position of such groups, and specific remedies 

would have to be devised for them. 

Ghai, Godfrey and Lisk suggest that areas of basic needs deprivation for 

example in Kenya are the result of three factors: " •.•. market forces, 

01igopo1istic product differentiation and state intervention",13 which, 

"interact to reproduce and reinforce rural and urban stratification 

and .... this in turn is reflected in the pattern of incidence of basic 

needs deficiencies.,,14 

Market forces may work 

reproduce poverty. In 

systems, 

in such a way a s to increase i nequa 1 i ty and 

the land market, for example, inappropriate 

increasing landlessness, and the continued 1 and-tenure 

subdivi sion of land into uneconomic units may be major causes of 

poverty. In such cases it may be necessary for the government to 

intervene to counter market forces or inertia to bring about more 

efficient systems of land use. 

Another important market force may be the locationa1 advantages derived 

other 10cationa1 by some regions 

factors 15 wh i ch , 
from 

are 

agglomeration economies 

responsible for the 

and 

generation of regional 

economic inequalities. Areas of economic concentration may be attractive 

not only a s market and/or input sources, but a 1 so offer economi es of 

1 arge-sca 1 e producti on, encouraged by the powerful "backwash effects" of 

selective migration from less-attractive locations. To counter the 

locationa1 attractiveness of some regions relative to others, areas where 

locationa1 forces are weak can be favoured by policies designed to 

enhance their attractive powers such as graduated investment 

allowances, tax concessions and lower transport and electricity tariffs, 

etc. 

"Oligopo1istic product differentiation" refers to the process whereby 

large firms redirect consumer tastes away from Basic Needs products, and 
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so conflict with a strategy designed to satisfy them in a number of 

ways. Fi rstly, the confl i ct may be di rect, and consumer tastes are 

redirected away from products which are more appropriate to basic needs 

to less · satisfactory (and sometimes more expensive) products. For 

example, Ghai, Godfrey and Lisk point to "the redefinition of Kenyan 

demand for maize flour away from ordinary posho, produced by 

1 abour-i ntens ive methods, towards the packaged, branded, sweeter, Nhiter, 

finer and less nutritious sifted flour produced by roller-mills.,,16 

Secondly, household expenditure may be diverted towards such redirected 

consumption patterns, which, from the point of view of satisfying basic 

needs, may be less efficient, i.e. target groups are especially 

vul nerab 1 e if they 1 ack adequate i nformati on for basi c needs. Hence, a 

greater proportion of a household's expenditure may be devoted to 

non-Basic Needs items or to items less cost-efficient in satisfying basic 

needs. Thirdly, redefinition may result in consumer preference for 

products of a type whi ch is very diffi cult for small-scale producers to 

produce. Consequently, capi ta l-i ntens ive producti on may be encouraged 

and employment opportunities decl ine. 

To overcome such problems of redefinition · and redirection, advertising 

whi ch i nfl uences consumer demand ina way that confl i cts l'Ii th basi c needs 

satisfaction can be controlled by the authorities, and the consumption of 

redefined "needs" (such as alcohol, for example) can be discouraged 

through taxation and increased prices. The consumption of highly 

effi ci ent Basi c Needs products can be encouraged through increased 

production of such products by traditional, labour-intensive, small-scale 

techniques. 

Large fi rms such as multi nati onal s may import inputs and export profi ts. 

Such an outflow represents a leakage from the circular flo~1 of income and 

expenditure within a territory and is, ceteris paribus, detrimental to 

local output and employment levels; it may also lead to balance of 

payment difficulties. However, it does not follOlt that the participation 

of outside finns in any territory is on balance detrimental to its 

economi c performance, as the repatri ati on of profi ts may be a 

precondition to outside investment in the first place. To the extent 

that this underlying process results in a poor economic performance and 

employment conditions, it may be · detrimental also to basic needs 

perfonnance. To counter thi s process, fi nns from outsi de the regi on or 
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nation concerned could be encouraged to invest in export-oriented 

activities - particularly those industries where economies of scale are 

important. 

"State intervention" may al so contribute towards basic needs 

deficiencies, by reinforcing disequilibrating market forces. From an 

analysi s of the impact of state i nterventi on in the Kenyan economy Ghai, 

Godfrey and Li sk concl ude: "The net result (then 1 of state interventi on 

in the Kenyan economy, has probably been to reinforce the tendency 

to\~ards inequality deriving from market forces, product differentiation, 

ownershi p and control. ,,17 State provi si on of Basi c Need goods or 

services may respond to existing patterns of purchasing po\~er rather than 

counteracti ng the forces of i nequal i ty by bei ng directed at those areas 

where need and deprivation is greatest. 

and secti ons of the popul ati on, tend 

Thus the most developed regi ons, 

to receive the 1 argest share of 

public resources, and inequality is reinforced. For instance, health 

services tend to be superior in urban ' than rural areas, while quality of 

education frequently vari es wi th the prosperi ty of the regi on and the 

income levels of parents. Infrastructural development may also be 

orientated in support of the modern sector of the economy and the 

developed areas of the region or nation rather than at the poorest and 

deprived. Hence, if market forces bring about distributional patterns 

deemed to have certai n undesi rab 1 e effects, then the task of pub 1 i c 

pol icy shoul d be to counter rather than enforce the forces that bri ng 

these about. 

Industrial protection may lead to the internal terms of trade turning 

against agriculture and other Basic Needs act i vities, with consequent 

negative effects for these sectors, but positive effects for protected 

sectors. Agricultural policy is frequently biased in favour of 

1 arge-sca 1 e, hi ghly producti ve farmers, who benefit from the appl i ca ti on 

of extensi Of] ser vi ces, research , and marketi ng systems in the i r 

direction. Credit often involves the use of land as collateral and so 

favours large farmers, \~hile only a small proportion of smallholders have 

access to formal credit. In communal farms governed by traditional land 

tenure, land doesn ' t serve as collateral for credit at all. Similarly, 

1 arge farms are often protected agai nst other potenti al market entrants, 

ei ther formally or by favourabl e tax-structures, access to eredi t and 

pricing policies. 
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inequalities they reinforce, policies towards 

pri ci ng and marketi ng systems, shoul d be 

should be dismantled where it patently fails in 

the purpose to foster competitive or viable industries, which would alter 

the internal terms of trade in favour of at least some Basic Needs goods 

and services. Agricultural training and extension services should be 

expanded and refocussed at the "rural poor", and research shoul d be 

oriented tO~lards small producers . The success of such policies would 

depend upon an institutional environment fundamentally conducive to 

economic efficiency (the absence of traditional land-tenure systems 

inimicable to growth). In the absence 'of more suitable arrangements, 

marketing organisations favouring small-scale, labour-intensive producers 

could be encouraged by the establisment of co-operatives for the 

provision of inputs and sale of products, and the extension of savings 

and credit facilities to small-scale producers (agricultural and non­

agricultural), given high priority. 

Informal sector activiti es frequently have diffi culty in complyi ng wi th 

licensing and other regulations (such as product standards) . These 

activities tend to be labour-intensive by nature18 but are unlikely to 

qualify for formal credit and are frequently unable to compete equally in 

the market. Moreover, offi ci al harassment of the urban informal sector 

where it exists, should be removed and informal sector activities 

encouraged through the provision of essential services and credit so that 

they can compete better with large (capital-intensive) firms in the 

market. 

The results of such unfavourable underly; ng economi c processes may I'/ell 

be reflected in the patterns of deficiencies of the "core" basic needs -

nutrition, housing, health, education and water supply. Inadequate 

nutri ti on may result from low incomes, which are in turn due to 

inadequate househol d product; on, hi gh input and low output pri ces, and 

low wages. Inadequate househol d producti on may be caused by vari ous 

-circumstances - small agri cultural producers may have low output because 

of poor agricultural conditions or insufficient land, while in urban 

areas low wages may be the result of inadequate productive employment or 

unfavourable informal sector opportuniti es. Nutri tional problems may 

a 1 so result from pressures on the poor to di vert expenditure away from 

food to other non-basic needs, or to switch from more- to less-nutritious 
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foods. The high cost of other basic ' items, such as urban housing, may 

force households to allocate less expenditure to food consumption. 

Difficulties in the ability to satisfy the basic need for housing may 

result from inadequate incomes to pay for 'housing of an officially 

acceptabl e standard. It may al so result from intervention by the housi ng 

authorities, where minimum standards are set too high in terms of 

existing resource constraints and institutional obstacles are placed in 

the way of the supply of basic housing. 

Inadequate heal th servfces resulting from the under1yi ng processes may be 

seen in both quantitative and qual itative terms. Government expendi ture 

may be directed away from health, and even expenditure on health services 

may be directed largely at urban areas, while inadequate provision is 

made for rural health facilities. This may be reflected either by the 

complete absence of such facilities, or where facilities exist, they may 

be inadequately staffed and administered. Consequently, heal th services 

may be unequally distributed and large numbers of the (rural) population 

may suffer from poor health. furthermore, existing market trends may 

often result in health expenditure being directed at curative rather than 

preventative services. 

In education, the underlying processe may again lead to inadequate 

' satisfaction of this ba<ir: need. Lo~/ incomes ma'y prevent poor households 

from keppinq children at <choo1 for a sufficient 1en~th of time seein~ 

that the opportunity cost of education may be inordinately hinh inSllch 

cases. Vlhere government expendi ture is inadequate, some househol ds may 

1 ive too far from school to have access to education. Equally important 

as these quantitative inadequacies, are qualitative inadequacies in 

education. Large parts of education expenditure may be directed at basic 

and higher education facilities for high-income groups, while the basic 

education of low-income groups remains inadequate. 

Fi nally, inadequate water supply is frequently the result of low incomes 

and the inability of households to afford individual connections. But 

it is also the result of the failure of the pUbli 'c sector to provide 

adequate pub1 ic-consumption services because of the direction of too 

large a share of income to non-basic items and the setting of 

inappropriate standards. 
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The underlying processes behind the failure to satisfy basic needs may be 

the combination of market forces, slow rates of growth of wage employment 

relative to the number of job-seekers, product differentiation and 

o~mership, and the role of the public-authorities. Ghai, Godfrey and 

L i sk comment: "Although the process as a who1 e is one in whi ch the 

separate strands are di ffi cult to di sentang1 e, these di sti ncti ons may be 

.usefu1 when it comes to thinking about policy possibi1ities.,,19 But 

these processes shou1 d be seen u as a who1 e" if overemphasi s on the impact 

of policies directed as only one of these "strands" is to be avoided. 

(For example, Ghai, Godfrey and Lisk warn that policies directed at 

encouragi ng informal sector acti vi ti es by removi ng i nstituti ona1 

obstacles to their efficient operation ·"may not have a major 

impact. ,,20 To the extent that informal sector activiti es rep1 ace 

formal sector firms previously protected by these obstac1 es, the impact 

is decreased. Furthermore ,such policies could not assist informal 

sector activities "competing with larger firms which either derive their 

market power primarily from redefining needs or have a real unit cost 

advantage over small firms in meeting relatively undefined needs.,,21) 

Simil ar1y, the importance p1 aced on overcoming di sequil ibrati ng market 

forces should not disguise the difficulties inherent in policies designed 

to counteract cumul ative tendenci es towards regi onal, urban/rural and 

individual inequalities and, therefore, basic needs deficiencies. 

Specifi c pol i ci es for counteri ng defi ci enci es in basi c needs 11i 11 be 

dealt with in greater detail in the follol1ing pages. 

6.3 POLICIES DIRECTED AT THE t1AHI CATEGORIES OF NEEDS 

In addition to investigating and taking action in connection with the 

general economic processes which may give 

needs satisfaction, an alternative strategy 

at the main categories of basic needs. 

advantage that the degree of deprivation in 

ri se to i nsuffi c; ent basi c 

may be directed specifically 

Such an approach has the 

t'· e case of each need can be 

measured, strategies be devised to deal with these problems, and the 

success or failure in meeting each need assessed. In this chapter, 

strategies will be discussed for meeting the "core" basic needs set out 

in Chapter 5, namely health, education, water supply (together with 

sanitati on), nutriti on and shelter. As menti oned previously, thi s does 

of course not necessari ly represent a coll ectively exhaustive 1 i st of 
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even "core" basic needs. Transport in particular may be seen as an 

important need, especially as the means of access to e.g. health and 

educational facilities as well as, sometimes, to one's place of 

employment. The significance of transport may be especially great in 

rural areas. Limiting the present discussion to the basic needs 

mentioned above does not signify an implicit system of priorities. On 

purely practical grounds the set must be closed at some point, and the 

rough guiding principle here has been to include the variables which 

appear to be most closely related to the prerequisites for economic 

gro\~th. 

These needs have been further divided into "private-consumption" and 

"publ i c- consumption" needs. By thei r nature, nutri tion and shelter may 

appear to fall into the category of private-consumption needs. The 

consumption of food is obviously an individual action and unless the 

state is going to undertake the task of providing housing for all its 

citizens, so is housing. But health, education, \~ater supply and 

sanitation are all communal services and cannot easily be undertaken on a 

purely individual basis. However, all these needs have to a greater or 

lesser extent the character of "merit" wants as set out in Chapter 5. 

Strategies, as suggested by the experiences of the World Bank and the 

I LO, \~i 11 be outl i ned in general for each "core" need, but pa rti cul ar 

stress ~/ill be placed on private-consumption needs. This shoul d not be 

taken to suggest that these needs are deemed of greater importance than 

pUblic-consumption needs. By definition, all basic needs are essential 

for a satisfactory existence . . But private-consumption needs represent 

the area in which individual action should have the greatest impact. In 

an economy in which government action is constrained by a critical 

shortage of available funds and where the redirection of existing 

expenditure is hampered by political and other factors, immediate action 

in the field of pUblic-consumption needs may be very difficult. On the 

other hand, · private-consumption needs may provide greater freedom of 

action; food and housing typically represent the two largest items in a 

househol d's expenditure, and investment in housi ng represents a very 

significant item in a country's fixed capital formation. Thus a World 

Bank Report suggests that housing "typically consitutes 15% to 20% of 

household expenditure. For all but the wealthy, it is usually the major 

goa 1 of fami ly savi ng efforts. Investment in hous i n9 represents up to 
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20% or 30% of fixed capital formation in countries \~ith vigorous housing 

programmes, and it is increasingly recognised as a profitable investment 

item, yielding a flow of income.,,22 'In Ciskei, which is discussed in 

detail in Chapter 8, expenditure on food was found23 to be by far the 

largest item of expenditure in black households - comprising 37,9 per 

cent, 49,7 per cent and 43,4 per cent, in large and small urban areas and 

in rural areas respectively in 1981. Expenditure on housing and 

househol d equi pment was typi cally .the second-most important item, bei ng 

20,2 per cent, 14,6 per cent and 16,9 per cent of expenditure 

respectively.24 Given the importance of these items, particularly for 

1 o\~-income groups \~here the sati sfacti on of basi c needs is 1 i kely to be 

poorest, emphasis on these sectors would seem to be justified. 

The remainder of this chapter first briefly discusses the three basic 

needs of health, educati on, ~/ater supply and sani tati on, often sai d to be 

of a "pub 1 i c-consumpti on" nature, and then proceeds to a ra ther more 

detail ed di scussi on of the two so-called "pri vate-consumpti on" needs of 

food and housing. This provides a suitable background to Chapter 8 \~hich 

deals with the position of basic needs in Ciskei. 

6.4 "PUBLIC-CONSUf1PTION" GOODS AND SERVICES 

The following so-called 

discussed below: 

These are fairly 

health, 

typi cal 

"public-consumption" goods and services are 

education, and water supply and sani tation . 

exampl es of goods or servi ces produced under 

conditions of increasing returns to scale on account of the considerable 

overhead investment requi red in each case. 

feasibl e for the private sector to produce 

For thi s reason it is not 

them unl ess the supply is 

going to be confined to a small section of the population in the higher 

income groups \~ho can afford to pay the hi gh prices necessary to recover 

such costs. The alternative of public production does not mean that they 

are provided free of charge, and if a "crude" welfare programme is to be 

avoided, the cost of such projects must be met (at least in part) by the 

communities concerned. But it does mean that individuals acting alone 

can seldom meet these basic needs and collective action is required for 

their satisfaction. The examples discussed here \~ould all seem to 

generate appreciable positive market externalities which therefore 

classifies them as "merit goods" on the definition used in Chapter 5. 
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6.4.1 Health 

Strategi es for meeti ng the bas i c need for health shoul d i ncl ude an 

improved spatial distribution of health facilities and persorinel 

(particularly in rural areas) so as to provide reasonable access to the 

nearest doctor/hospita 1 Icl i ni c etc. for all secti ons of the popul ati on, 

in order to reduce the incidence of disease and death. (This point 

incidentally stresses the importance of transport and communications as 

parts of the Basic Needs spectrum). Such strategies may be directed at 

inputs relating to health-care, but their success or failure will be 

reflected in such development measures sensitive to the health of the ' 

population, such as life expectancy, infant mortality and morbidity. 

Problems of ill-health may be the outcome of inadequate access to medical 

facilities, but may also be caused by poor nutrition or housing because 

of low income, or the failure to meet the basic needs for education, 

water supply and sanitation. This yet again stresses the complementarity 

which exists between the various individual basic needs. However, health 

problems may also result from inadequate health facilities per se, in 

which case policies should also be aimed directly at their improvement. 

Inadequate health services may be reflected in shortages of physical 

amenities, with large sections of the population, especially in rural 

areas, 1 iving beyond the reach of health centres, or not having ready 

access to them. Exi sti ng urban facil iti es may aga in be requi red to deal 

with numbers of patients beyond their designed capacity. Health problems 

may also be reflected by shortages of drugs, poor administration, lack of 

equipment and even poor hygiene and sanitation at existing centres. In 

particular, further symptoms may be shortages of adequately trained staff 

or unequal distribution of trained staff (usually to the disadvantage of 

rural areas), the majority of qualified pel"sonne1 being employed in large 

hospitals in major urban areas. Even where basic medical facilities do 

exist, there may be a problem of insufficient finance for the day-to-day 

running of such centres. Moreover, they may be directed at curative 

medicine rather than preventative health-care. 

Shortages of adequately trained personnel may be overcome not only by the 

establishment of additional training centres, but also by the expansion 

of certain groups of medical . personnel with training appropriate to Basic 
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Needs situations. For instance, the solution to a shortage of rural or 

other communal health workers may 1 i e in the trai ni ng of appropri ate 

paramedi cal staff; rather than fully-qual ifi ed doctors with sk ills in 

excess of the needs to which they are sometimes assigned. Hence, a Basic 

Needs strategy in the field of health-care should not only be aimed at 

increasing the numbers of trained personnel as a group, but also at 

producing personnel with the necessary individual qualifications. 

As in the case of medical personnel, the composition of available health 

facilities should also be geared to existing health needs. Hence, in 

rural areas with 101'/ population density, clinics may adequately satisfy 

local health needs, while the more specialised functions of hopitals may 

be confined to urban areas. Ambulance services and mobile clinics may 

often serve as adequate substi tutes when more speci al i sed servi ces are 

requi red. 

6. 4.2 Education 

Of the three "core" publ ic-consumption basic 

education has been stressed most frequently -

development strategi es whi ch do not possess an 

needs 

even 

outlined 

ingrowth 

here, 

and 

explicit Basic Needs 

focus. Education is considered to be important in this context for at 

1 east th ree reasons. Fi rstly, it is seen as an end in itself and 

necessary for a better "qual ity of 1 ife". Thus Ghai and Alfthan stress: 

"Education should provide the necessary tools which enable an individual 

to participate fully in society. At the same time, education is a basic 

need per se, and can thus be viewed as an end in itself.,,25 Secondly, 

education is complementary to the satisfaction of other basic needs such 

as nutrition and health. Hence, the World Bank found: "i t is impressive 

that educati on emerges as a key factor among various basic needs in all 

the cross-country and cross-sectoral analyses that were undertaken. ,,26 

Th i rdly, education is seen to be directly related to employment, income 

1 evel sand economi c growth. 

Targets for education can either measure results achieved, such as 

literacy rates (disaggregated, for example, by sex and according to rural 

and urban areas), or inputs, such as prevailing enrolment rates at 

different levels of education. Enrolment rates by themselves reveal 

nothing about ·the quality of education and so their relevance in a Basic 
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Needs strategy for the alleviation of poverty is dependent upon the 

extent to which the content of education is functional in acquiring 

employment and providing an adequate income for the satisfaction of basic 

needs. Population groups showing low levels of enrolment in educational 

instituti ons (quantitative defi ci enci es) and/or i nappropri ate educati on 

contents (qualitative deficiencies) may be indentified, and policies 

directed at these problem groups. Quantitative deficiencies may occur 

simply because educational institutions do not exist in some localities, 

or because some people are too poor to let their children go to school 

(even where school fees are zero, the cost of education is still positive 

in terms of income foregone - which poor households may not be able to 

afford), or because of cultural barri ers which may result in parents 

being unwilling to send their children to school. Qualitative 

deficiencies, on the other hand, may result from inadequately trained 

teachers, poor motivati on for adequate performance by teachers, 

inadequate facilities, and inappropriate syllabuses. 

Thus people may in fact be educated, but their education may be 

i nappropri ate to thei r actual needs or the requi rements of the economy. 

A frequent problem in less-developed countries may be the existence of 

1 arge numbers of uni vers i ty graduates with few employment opportuni ti es, 

while at the same time there exists a shortage of suitably qualified 

skilled workers and technicians. Such a problem may result from 

inappropriate educational patterns or salary structures, which result in 

"white-collar" employment being financially more attractive despite the 

relatively greater demand for "blue-collar" workers existing in the 

economy. Thus Foster concludes from an examination of the Ghanaian 

economy: "Those who criticize the' irrational' nature of African demand 

for 'academi c' as opposed to 'vocati ona l' educati on fai 1 to recogni ze 

that the strength of academic education has lain precisely in the fact 

that it is pre-eminently a vocational education providing access to those 

occupati ons with the most presti ge and most important, the highest pay 

within the Ghanaian economy. The financial rewards and the employment 

opportunities for technically trained individuals were never commensurate 

with opportunities in the clerical field. ,,26a 

Education pol icy is often government control1 ed and in p1 anni ng school 

bui 1 di ng and teacher trai ni ng programmes etc., the authoriti es shoul d be 

di rected by criteri a whi ch gi ve extra wei ghti ng or pri ority to those 

groups and regions which are quantitatively and qualitatively deprived as 

set out above. In principle, a basic minimum target for education is 

universal, effective primary education for all, but, depending upon the 
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level of development an economy has attained, this may be raised to 

secondary education as well. 

This strategy involves 

availabil ity of education 
increasing school enrolment; 

can be assured by building more 
increased 

schoo 1 sand 

provi di ng more teachers where needed, but equally important is the need 

to increase participation by removing disincentives, especially of an 
economic nature. This could involve either a system of bursaries, or the 

provision of free education for at least the entire primary school 

period, accompanied by a system of free books, improved equipment and 

facilities in general, and in-service training of teachers. One method 
of reducing the drop-out rate in primary schools could be the 
introduction of feeding schemes, which again stresses the complementarity 

of basic needs as a group. 

To improve the education and literacy of adults, corresponding education 
centres may be establ i shed and appropri ate syll abuses developed. 
Together with primary education for young children, universal adult 
literacy is a minimum target in the provision of educational basic needs. 

In addition, education policies designed to satisfy basic needs may 

include a strategy to improve and reorientate existing training. To this 

end the necessary training for employment should be flexible enough to 

match changing patterns of production and employment opportunities for 
the satisfaction of basic needs in their overall context. The removal of 
imperfections in the labour market should serve as a useful guide to the 
kind of education and training required for full employment. Experience 

in less-developed countries has shown that prospective entrants into the 
labour market tend to opt for that kind of education (e. g. academic or 

technical) which yields the highest wage rate. In other words, a 
successful education strategy should not be seen in isolation, but geared 
to prevailing conditions in the labour market. The labour market in turn 
can only serve as a useful guide to education strategy if relative wages 

also reflect the relative demand for skills. 27 

6.4.3 Water Supply and Sanitation 

An adequate supply of clean water is deemed one of the most crucial of 
human needs. Without water man cannot survive and without clean water 
his existence can be at best unhealthy. An insufficient supply of clean 
drinking water and inadequate sanitation are indirectly or directly 
responsible for the high rate of diseases that affect many developing 
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countries. The economic cost of disease have been expressed by the World 

'Bank as follows: "Various studies and estimates indicate that in these 

(developing) countries disease typically takes up about a tenth of the 

average person's potentially productive time and, in addition, affects 

risk-taking and initiative adversely, disrupts the education and nurture 

of children, stunts physical development and causes vast suffering and 
hardship. ,,28 While possessing their own distinctive characteristics, 

water supply together with sanitati on as a basi c need is of course 

closely re1 ated to the heal th requi rement previ ous1y di scussed in thi s 

secti on. 

According to the World Bank, the main reason for the large differences in 

especially infant mortality rates bebleen developed and less-developed 

countries lies in diseases resulting from unsatisfactory water supply and 

waste disposal. For a Basic Needs strategy to be effective in this 

respect, attention must be given to the inter-related nature of the 

supply of clean drinking water, sanitary disposal of waste matter and 

good hygiene in general; the last point in turn stresses the 

significance of basic education. 

Targets for water supply and sani ta ti on shoul d be defi ned in terms of 

adequate access to a source of clean water for consumption and cleansing 

purposes, and a safe method and pl ace of di sposa 1 of waste matter. 

Adequate access may be defined in terms of a maximum di stance between 

households and such sources and places of disposal, as well as the number 

of households sharing the same facilities. Because of greater population 

density, the problem of water supply and sanitation is often likely to be 

more urgent in urban than rural areas. 

These two related basic needs cannot normally be met by individual action 

in areas of high population density, and so public provision is even more 

essential here than in the case of the other basic needs discussed in 

this chapter. The case for public intervention could, moreover, be 

argued in terms of the external costs and benefits of these services, 

which are bound to have a wide impact indeed by virtue of their 

preventative nature in the general field of health care. With the other 

basic needs discussed here policies aimed at providing water and 

sanitati on shoul d make use of cheap but effective methods rather than 

simply reproducing contemporary high cost methods which low-income groups 

would not be able to afford. The use of inappropriate techniques of 

water supply and waste disposal would also result in high capital outlay 

which society as a whole may not be able to afford. It has, for example, 
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been estimated that the provision of "sewerage" or "septic tanks" would 

cost 29 and 26 per cent respectively, of the average income of a 

hypothetical low-income household, but "pit latrines" would cost only 3 

per cent. 29 Thus, so long as methods in keeping with the income levels 

of target households are used, it should be possible to provide safe 

water and sani tation for all househo1 ds without the need for 

subsidies. 30 The underlying principle pertaining to a Basic Needs 

strategy in general is therefore also applicable here: if such services 

are not to be provided free of charge as part of a "crude" welfare 

progral1l11e they must be provided at a cost which the target groups can 

afford. 

It shou1 d however be real i sed that the basic needs di scussed above, as 

well (at least to some extent) as those that follow below, would have to 

be supplied along so-called pub1 ic-uti1ity principles : although the 

users of the services concerned could pay the direct cost of their supply 

there remains a problem with regard to their capital costs. Given the 

positive externalities generated by "public" and "merit" goods (the Basic 

Needs goods and services being examples of the latter), optimal resource 

allocation wou1 d justify the imputation of the capital cost of pub1 ic 

utilities to the government, i.e. the general tax-payer. Presumably this 

wou1 d be effected by fi sca 1 measures rather than by di rect government 

production. The provision of basic needs along these lines would 

inevitably give rise to a redistribution of wealth from higher to lower 

income groups. However, still in the realm of (static) equilibrium, 

Hochman and Rodgers, for example, have argued that "Pareto optimal ity ... 

is not only consistent with but requires redistribution". 31 

At the purely practical 1 eve 1 it a1 so stands to reason that the fail ure 

to make public prOVision for basic needs, especially of the kind 

discussed above, would give rise to acute social distress and deprivation 

among lower income groups, and, hence, on humanitarian rather than 

economic grounds give rise to so-called "crude" social we1 fare measures 

or policies . In other words, it may in practice simply not be possible 

to avoid such costs; the question is rather will public expenditure 

serve to prevent poverty or be the result thereof. 

From a dynamic point of view the provision of basic needs, whether in the 

nature of either "pub1ic"- (above) or "private"-consumption (below), may 

be seen as agents of economic growth and development; and this matter is 

further discussed in Chapter 7. 
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6.5 PRIVATE-CONSUMPTION GOODS AND SERVICES 

An essential role of policy makers would be to remove possible obstacles 

in the way of the production and consumption of the relevant private 

goods and services directed at basic needs. Not only should the 

producti on of food and housi ng as such be encouraged, but food and 

housi ng of the appropri ate standard for meeting the basic needs of the 

poverty target groups should be ensured. Production can be promoted for 

example by the provision of credit and the removal of bottlenecks to the 

expansi on of these sectors. Consumpti on of the appropri ate goods and 

services may again be encouraged by means of increased incomes and the 

redi recti on of consumpti on patterns through re 1 ati ve pri ce changes. Only 

in extreme cases would the public sector become directly involved in the 

production of certain goods and services or in altering the consumption 

patterns of poverty groups. Such contingencies are, of course, far more 

likely to arise in the case of the basic needs of health, education, 

water supply and sanitation. 

6.5.1 Nutrition 

Ghai and Alfthan suggest: "The first item of basic needs which in most 

poor countries could al so be designed as the dominant item is food. ,,32 

Food is the most fundamental of all human needs. It is essential for 

survival and for the ability to perform competently in society. 

Inadequate nutrition leads to high mortality rates, morbidity and a 

decreased capacity to work or educate and rai se chi 1 dren. I nsuffi ci ent 

nutrients during pregnancy may lead to low birth-weights and high infant 

mortality. During lactation it may result in poor health for both mother 

and infant and raise infant mortal ity. Poorly nourished children will 

experience diminished physical 

brain size. 33 Poor physique 
growth, and, in extreme cases, reduced 

resulting from malnutrition has been 

linked to poor productivity and low output rates, and, hence, leads to a 

reducti on in soci ety' s potenti all eve 1 of output. Accordi ngly, adequate 

nutrition for all sections of the population - of all ages, income groups 

and both sexes - must have a high priority in any Basic Needs strategy, 

both as an end in itself and as an instrument of economic development. 

The enhanced well-being and survival implied by improved nutrition is 

itself sufficient justification for a Basic Needs strategy to focus on 

improved nutrition for all. But, in addition, the favourable impact on 

work capacity and cognitive ability which it signifies, makes improved 

nutrition an important part of any policy of economic growth through its 

increase in potential output. 
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It is sometimes argued that improved basic needs and a subsequent decline 

in mortality, will be self-defeating. Declining mortality rates mean 

increased population growth and, therefore, a declining or static average 

output. Such a Malthusian argument is not necessarily valid, for 

evi dence exi sts to suggest that improved basi c needs sati sfaction, and 

increased living standards, leads to a decrease in the rate of population 

growth. Statistical evidence suggests that a declining mortality rate is 

accompani ed by lower popul ati on growth rates; for exampl e, the average 

annual population growth between 1970 and 1980 in Industrial Market 

Economies was 0,8 per cent, and the accompanying infant mortality rates 

in 1980 were 11 and 25 per 1 000 live births, respectively. By contrast, 

the average rate of population growth between 1970 and 1980 in Low Income 

Economies was 2,1 per cent and infant mortality was 94 per 1 000 live 

births. 33a Thus improved nutrition may not be self defeating through 

its impact on infant mortality. In fact, improved nutrition may lead to 

a fall in population growth rates (through a lower birth rate associated 

with improved living standards) and greater increases in average 

productivity.33b 

The population groups at risk nutritionally as well as appropriate Basic 

Needs targets for nutriton may be identified in terms of average calories 

and/ or protei ns consumed per day and/or the i nci dence of mal nutri ti on 

amongst vulnerable groups of people. Targets based on national or 

regi ona 1 averages tend to negl ect specifi c groups sufferi ng from lower 

than average nutrition and cannot account for the distribution of food 

wi thi n households or the nutriti ona 1 impact of eati ng patterns. 

Consequently, those groups who fare mos t poorl y nutri ti ona lly, such as 

children, women, the urban poor, etc., should be identified and progress 

gauged in terms of the effect of Basic Needs policies on their 

nutritional position. 

Nutritional defi ci enci es may ari se from inadequate 1 evel s of income, the 

suboptimal use of income, or the suboptimal use of food. Obviously these 

three factors are themsel ves the result of very different causes which 

need to be identified and policies designed accordingly. Inadequate 

levels of income may result from inadequate household production, the 

inefficient use of resources, unequal resource endowment, or low factor 

incomes. The suboptimal use of income on the part of rural 

producers/consumers may follow from a nutritionally unbalanced pattern of 

food production, excessive sales (for cash) of nutritionally important 

foods, or a misallocation of resources between food for own consumption 

and cash crops. In urban areas similar suboptimality may result from 
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ei ther an inadequate proporti on of income bei ng spent on food, or a 

disproportionately large part of income being spent on nutritionally poor 

food. The suboptimal use of food may result from poor methods of 

preparation, unequal distribution patterns within households, and customs 

that prevent the consumption of certain nutritionally valuable kinds of 

food. 

The policies to be adopted will clearly depend upon the causers) of the 

nutritional problem. Thus, if the problem is caused by low income 

ari si ng from inadequate household producti on in rural areas, then the 

policies indicated may well include the introduction of high-yield cash 

crops, the expansion of extension services, irrigation schemes, land 

reform, the establishment of agricultural co-operatives etc. If 

inadequate income, for example on the part of peasant farmers, is a 

consequence of high input costs and low output prices, policies should 

attempt to improve markets, to provide stable prices for producers while 

still protecting the standard of 1 iving of low-income food purchasers, 

and, perhaps, the subsidisation of inputs and outputs for the relevant 

income groups. If inadequate income is caused by low wages, then 

policies may include measures to raise the level of work skills, attempt 

to create alternative productive employment opportunities and the 

expansion of informal sector activities by the removal of legal and 

institutional obstacles to their operation. Intervention by minimum-wage 

legislation and trade union bargaining power could have the desired 

effect where market forces are patently imperfect. 

If inadequate nutrition results from suboptimal use of income because of 

a nutri ti ona lly unbal anced pattern of food producti on, then pol i ci es 

should include extension services designed to supply information and 

advice on the optimal crop-mi x to be produced. If the suboptimal use of 

income ari ses from an inadequate proporti on of income bei ng spent on 

food, or from a misallocation of resources between subsistence and cash 

crops, policies might attempt to weaken the factors that cause income to 

be diverted from food purchases to other competing uses. Such pol icies 

may include restrictions on advertising (which may "re-<1efine" needs a\~ay 

from basic items); the provision of low-cost housing and education to 

which incomes might otherwise be diverted, with the effect of raising 

real income; and the encouragement of purchases of cheap yet 

nutri ti ona lly ri ch products ra ther than expensi ve foodstuffs with 1 i ttl e 

nutritional value, by means of a nutritional-education programme, or 

changing relative prices. 
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When nutritional problems are caused by the suboptimal use of food, then 

educati ona1 programmes cou1 d aim at overcomi ng poor methods of 

preparation and cultural bars to the consumption of certain highly 

nu tri ti ona1 foodstuffs. W here the problems emerge from unequal 

distribution patterns within households, then educational programmes 

could pay particular attention to these problems and, for instance, focus 

in particular on the position of women and children, or be accompanied by 

supplementary feeding schemes. 

The strategy most commonly employed to counteract mal nutriti on has been 

to encourage increased food producti on. But i ncreasi ng the supply of 

food is not, by itself, suffici ent, as the low incomes of the poor, who 

obviously comprise the largest portion of the malnourished, frequently 

prevent them from transformi ng thei r potenti a1 demand for food into 

effective purchases. Consequently, policies designed to reduce 

under-nourishment should attempt not only to increase the supply of 

nutrients, but a1 so to raise the real purchasing power of the 

under-nourished. This can be achieved either by raising the incomes of 

the poor, or by 1 oweri ng the pri ce of essenti a 1 foodstuffs. But studi es 

in several deve 1 opi ng countri es34 have suggested that even under the 

most favourable circumstances of high income growth (i.e. ignoring the 

issue of income distribution) and stable food prices, the number of 

under-nourished people cannot be expected to decrease significantly. 

With the less optimistic (but perhaps more realistic) assumptions of low 

income growth and rising prices, their number can indeed be expected to 

increase. Hence, increases in income and food supplies alone are 

unlikely to adequately meet the basic need for nutrition, and policies in 

this direction are likely to prove less than successful. Consequently, a 

strategy designed specifically to combat the problem of insufficient 

nutrition would be required to supplement a policy directed at growth. 

The issue of food prices in underdeveloped countries may well be a very 

problematic one. Policies of industrial protection raise the prices of 

manufactured goods relative to those of foodstuffs and thus direct 

resources away from agriculture into often uncompetitive secondary 

industry. Likewise, sales of subsidised food by developed countries may 

well relieve temporary emergencies but in the longer run have the effect 

of reducing agricultural output in the less-developed societies. 

In discussing measures against malnutrition, Berg35 suggests that the 

most suitable strategy is the "deliberate use of public policy to 

influence the character of production, processi ng, and di stributi on of 

food within a country to increase the amount consumed by the poor. ,,36 
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This may be achieved "by changing the strategy of agricultural production 

to put more emphasis on the nutritional needs of the poor,,37 and "by 

adjusting consumer prices in ways to assure that the poor have access to 

what they need. ,,38 Such a policy should bear the following 

considerations in mind: while low income groups spend most of their 

income on food, many of them are under-nourished; the types of food 

consumed by the poor are in many ways different to those by the rich; 

while most of the calories consumed by the poor are obtained from 

low-protein starches, they nevertheless usually maintain an adequate 

protein/calorie balance in their diet; imbalances frequently exist in 

the distribution of food within families, with women and children in 

particular suffering; while many of the under-nourished are peasants and 

small farmers, many are also urban dwellers and landless people who 

benefit only indirectly from programmes designed to increase food 

production; and nutritional deficiencies may differ substantially 

according to geographi cal 1 ocati on because of differences in tastes and 

consumpti on patterns, di fferences in pri ce and employment 1 evel s, and 

because of seasonal differences (particularly in cases where major crops 

are produced only at certain times of the year). 

Accordingly, from the point of view of a Basic Needs strategy there is 

little merit in a policy that concentrates on increasing the production 

of relatively expensive foodstuffs consumed primarily by higher-income 

groups. By contrast, programmes aimed chiefly at relatively cheap 

foodstuffs primari ly consumed by the poor shoul d therefore also benefi t 

those whom they were intended to reach. Hence, most important ina 

policy designed to improve nutrition amongst the poor is an agricultural 

strategy devised to increase the production of those low-cost foodstuffs 

which are actually consumed by the target group. 

Programmes designed to increase agricultural output would have the 

positive effect of raising the incomes of peasants and small farmers 

suffering from malnutrition. However, if cash crops replace subsistence 

farming, the real food consumption levels of the affected households may 

decrease if an i nsuffi ci ent percentage of the cash income recei ved is 

allocated to food purchases, or if such purchases can .only be made at 

high retail prices. This may be particularly detrimental to women and 

children if highly unequal distribution patterns exist within 

households. Furthermore, programmes designed to increase output by means 

of relatively higher prices for farming products may raise agricultural 

incomes and output at the expense of the non-agricultural sectors, which 

would have to pay more for their food purchases. In the absence of 
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simultaneous wage increases or food-price subsidies, the nutriti on of the 

non-farming sectors will deteriorate. Thi s then raises inter- sectoral 

di stributi on prob1 ems wi th different sectors of the economy un1 ess the 

economy as a whole is experiencing constant growth. 

In the case of a move from subsistence to commercial agriculture, 

widespread programmes of nutritional education, or of partial subsistence 

farming alongside cash crops, may be required in order to avoid possibly 

harmful nutritional consequences . While in the long run a Basic Needs 

strategy requi res nutri ti on-ori ented programmes of food producti on 

a 1 ongsi de measures to increase the incomes of the poor, a short- and 

medium-term solution would be the provision of relatively cheaper forms 

of nutrition to under-nourished people. This may be achieved by price 

discrimination in favour of the poor and by altering consumption patterns 

in favour of cheaper, more highly-nutritious, goods. Altered consumption 

patterns have been achi eved by food rati on or subsi dy programmes, but 

such pol ici es tend to have hi gh ma i ntenance costs as well as i nvo 1 vi ng 

pol i ti cal diffi culti es in subsequently reduci ng them, apart from 

potentially impinging on output levels. Not surprisingly, ration and 

subsi dy programmes have sometimes been seen as part of the development 

problem rather than of the solution, but in principle they remain one of 

the ways of meeting the nutritional needs of specific poverty groups. 

In Sri Lanka, Pakistan and parts of India, such programmes have been 

shown to effectively reach the poor and substanti ally reduce malnutrition 

and mortal ity rates. In Sri Lanka, a programme whereby a subsidised rice 

ration was provided for everybody has been shown to have successfully 

reduced malnutrition. In 1970, the rice ration provided 20 per cent of 

the total calories consumed and represented 14 per cent of the income of 

the lowest income groups. The resu1 t was that only 5 per cent of the 

adult popu1 ati on consumed 1 ess than 1 900 cal ori es per day and i n 1975 

l i fe expectancy at birth was 66 years. This was significantly higher 

than in comparatively richer countries such as Brazil and Korea and was 

the highest figure for all countries at a comparative income level for 

which data was availab1e. 39 The level of infant mortality was also 

correspondingly low. 

However, nutrition was not the only basic need adequately provided in Sri 

Lanka: by international standards health services and water supplies 

were also very good for a country at its 1 eve 1 of development, and adult 

literacy was 7B per cent. While such factors must clearly have 

influenced the high life expectancy and low infant mortali ty rates 
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experienced, the crucial importance of nutrition was shown in 1974, when 

the rice ration was drastically reduced, because of soaring costs, and 

food prices rose sharply in general. Although literacy, health services 

and water supply remained unchanged, the mortality rate rose sharply and 

could, therefore, be directly attributed to a decline in nutrition. 

Food subsidies may also be used as a method of redistributing income 

within a country where fiscal methods of income redistribution are 

politica11y not feasible. Such progralTR11es for reducing malnutrition are 

admittedly costly - for instance, Sri Lanka spent 16 per cent of its 

national budget in 1975 on food subsidies. 

As malnutrition is a problem virtua11y confined to the poor, programmes 

shoul d therefore be desi gned to reach only the poorest secti ons of the 

population. But, while the majority of under-nourished people are poor, 

poverty need not necessarily lead to under-nourishment. For, as Berg 

stresses: "The whole problem of the malnourished can be viewed as part 

of a complex tangle of poverty; clearly, the fundamental causes of 

poverty loom 1 arge in any ana lysi s of the problem. But mal nutriti on is 

not just a poverty problem. While virtua11y a11 people suffering from 

calorie deficiencies are poor, not all poor people suffer from calorie or 

other nutritional deficiencies. Some countries with high per capita 

incomes have consi derab I e mal nutri ti on, and certai n 1 oW-i ncome countri es 

have 1 i ttl e. I n short, countri es commi tted to e I imi nati ng most overt 

malnutrition appear capable of doing so. ,,40 The composition of the 

under-nourished target groups confronting any nutrition-oriented strategy 

will depend upon the circumstances within a country, upon the particular 

nutritional problems and their causes, and the incidence of malnutrition 

between regions, rural and urban areas, and within families. 

Target groups can be identified in several ways: by region, by season, 

by sex, age, income and the composition of their diet. While income 

represents perhaps the most important cause of inadequate nutrition, the 

administration of a nutritional programme based on income would be 

difficult, expensive and open to abuse. Consequently, a suggested 

alternative is the subsidisation of foodstuffs which are high in calorie 

value relative to their cost, (such as unprocessed grains, which are 

consumed chi efly by 1 ower-i ncome groups, who woul d then be the ch i ef 

beneficiaries of this scheme). 

In less-developed areas malnutrition amongst young children commands 

special attention, not only because of its widespread occurence, but also 
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its detrimental effects 1 ater in 1 ife. Other areas of concern are 

represented by the aged and workers, who waul d be more productive if 

better nourished. In many such cases the problem is one of inefficient 

nutritional distribution within families and not only a deficiency for 

the specific target groups. (For instance, a principal cause of 

malnutrition in young children is inadequate nutrition amongst their 

mothers). The solution to malnutrition should therefore take cognisance 

of all persons compri si ng a poor househol d, and not just a target group 

per se (e. g. chi 1 dren). 

The principal difficulty of a food subsidy or ration programme as 

discussed above is the problem of cost. Such a programme is difficult to 

administer and raises fonnidable institutional problems and is open to 

bureaucratic inefficiency and corruption. But if such administrative 

costs are lower than those of alternative nutrition-oriented strategies, 

then such a programme is better than none at all. A further probl em is 

that the groups intended to benefit from a nutrition programme may 

decrease their cash (as against real) expenditure on food in response to 

such a programme. But, seeing that low-income groups apply the greater 

part of their total expenditure to Basic Needs goods and services, such a 

reacti on is 1 ike ly to change the consumpti on and expenditure patterns 

1 eadi ng to the increased sati sfacti on of other basi c needs. Another 

prob 1 em of such a programme is that attempts by the authori ti es to 

minimise its costs of administration may lead to lower prices paid to 

producers of staple products - with a resultant fall in production. Any 

such programme woul d therefore have to take into account the need to 

encourage production as well as minimising its cost of implementation. 

It follows, that both increased incomes for the poor and increased food 

production are essential in any nutrition-oriented strategy. A Basic 

Needs strategy approaches the probl em of nutriti ona 1 defi ci enci es by 

attacking problems affecting both supply and demand - that is, inadequate 

output of suitable foodstuffs, inefficient utilisation of resources and 

i nsuffi ci ent income for meeti ng nutri ti ona 1 requi rements. On the one 

hand, a Basi c Needs strategy for nutri ti on imp 1 i es a reori entati on of 

agricultural strategy away from export cash-crops towards the production 

of food for local consumption. On the other hand, cash incomes must also 

be increased and the optimal usage of income on food consumpti on (i. e. 

utility maximisation) obtained. Increased incomes for the poor are 

vital, or else they will not be able to afford to buy more food even if 

it is available. Higher incomes may also lead to increased government 

tax revenue wi th which to finance nutriti onal and other Basi c Neerts 
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programmes. Increased food producti on is also necessary to meet the 

expected increase in demand resulting from higher incomes without raising 

food prices which would in turn inhibit consumption levels. But such 

increases in food producti on shoul d be nutri tion-ori entei:l in order to 

sati sfy the requirements of an effective Basi c Needs strategy. Such a 

policy could also be supported by subsidies on basic foods designed to 

reach specific poverty target groups, to ensure that demand patterns are 

altered in favour of highly nutritional foodstuffs. 

The use of food subsidies to encourage the production and consumption of 

basi c foodstuffs \~oul d seem to be in confl i ct with the all eged advantage 

of pri vate-consumpti on needs - namely, that they requi re 1 ess government 

expenditure than publ i c~consumpti on needs. But subsi di es may only be 

seen as an ancillary policy in this respect. Deficiencies in nutrition 

can resul t from inadequate incomes, 

and from the suboptimal use of food. 

from the suboptimal use of incomes 

These deficiencies can be overcome 

by means of programmes designed to increase employment and productivity, 

improved distribution systems, educational programmes in food production 

and consumpti on, the encouragement of increased producti on of 1 O~/-COSt 

basic foodstuffs etc. Only if certain groups fail to benefit from such 

policies, \~ould subsidies be necessary. Adequate nutrition is desired in 

its own right as it is vital for a productive human existence. The 

satisfaction of this need is not only an end in itself, but also a means 

of rai si ng potenti al output 1 evel sand is therefore an instrument of 

economic growth. Available evidence seems to indicate in general that 

the achievement of Basic Needs targets in food consumption should be 

pennitted by the resources available to most societies. 

6.5.2 Shelter 

The need for adequate shel ter is the second of the tI~o 

private-consumption needs discussed in this chapter. Along with 

nutrition, shelter or housing may be considered the most fundamental of 

basi c needs, wi thout whi ch human survival cannot be ensured. Whi 1 e the 

provision of housing is sometimes the responsibility of the public 

authorities, it is seldom provided free of charge. Hhen private 

olmership of housing prevails the decision to purchase or build a house 

is probably the most important long-tenn investment decision an 

individual is likely to make. Targets and policies for overcoming 
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housing deficiencies must of necessity reflect differences in rural anc! 

urban housing problems. In rural areas, the main housing problem tends 

to be that of the low quality of housing, while in urban areas such 

problems tend to be · concerned with inadequate quantity, (although urban 

squatting, which is the result of a shortage of housing supply, may also 

tend to be more easily seen in terms of the quality of housing.) In 

rural areas, the quality of housing and basic facilities may be measured 

in terms of materials used in construction, types of roofing and 

fl oori ng, number of rooms, and thei r adequacy in provi di ng shelter from 

the elements. Targets in urban areas may be more easily measured in 

terms of numbers of households waiting for homes, or numbers of 

households or persons per dwelling unit, thereby reflecting shortages in 

the housi ng market. 

Wh il e 1 arge secti ons of the rural popul ati on may 1 ive under inadequate 

housing conditions, the core of the housing problem is often likely to be 

represented by the urban poor. This is because the provision of shelter 

in rural areas is much more 1 ikely to be satisfied by the rural poor 

themselves than in the urban areas. This is the result of the difference 

between the "need" for hous i ng and the "demand" for hous i ng. The need 

for housing may, for example, be measured by the numbers of homeless 

people, the degree of overcrowding, the extent of inadequate housi ng 

condi ti ons, the rate of necessary repl acement due to depreci ati on, and 

the rate of population increase. Demand on the other hand depends upon 

the number of people actually able to pay for the housing they need and 

is, therefore, dependent upon income and pri ces. Thus, if the cost of 

housing of an "acceptable" standard is such that its rental value is so 

high as to require an inordinately large shareof the income of many of 

those in need of housing, the demand for such housing will be less than 

the need. For reasons that will be analysed in greater detail in the 

following pages, the need for housing in rural areas is more likely to 

promote equal ity of demand and supply than in urban areas , and so the 

provision of housing is 1 ikely to be a more serious problem in urban 

areas. This state of affairs tends to be reinforced by rural/urban 

migration. 

The effective demand for housing is dependent upon household income and 

the pri ce of housi ng and therefore may be 1 ess than the need for 

housing. Closing the gap between demand and need therefore involves 
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ei ther hi giler incomes, 10l1er pri ces, or both. Where the difference 

between the need for housing and demand is great, increased incomes by 

themselves are unlikely to be sufficient, as this might presuppose such 

rapid growth and large redistribution of wealth that might be difficult 

to achieve if adequate housing is to be afforded by all. If so, policies 

designed to lower the price of housing would be needed alongside policies 

for raising incomes. 

The housing market is by nature heterogeneous. The demand for housing is 

a derived demand - housing is not so much desired for itself as for the 

servi ces it generates. These servi ces incl ude shelter, comfort, pri vacy, 

soci a 1 status and an opportunity for specul ative investment. Hence, they 

include both necessities (shelter) ' and luxuries (social status and 

speculative investment opportunity). The value attached to such services 

differ for different households, depending upon whether one rents or owns 

a house. Ceteris paribus, more value is attached to ownership than 

renting because more services are then received. A certain minimum level 

of shelter is required for survival, but once this need has been 

satisfied, the demand for housing is no longer inflexible and should 

respond to economic incentives. In other words, once the most basic need 

for housing has been met, the demand for the remaining various services 

derived from housing is likely to be responsive to changing economic 

conditions, i.e. the demand for housing should be income-elastic. 

The supply of housing comprises both existing housing and newly built 

houses for sal e or for hi re. I n the pri vate sector of the economy, the 

supply of housing depends upon the price of houses (especially expected 

prices in the case of property devel 'opers), the cost of housing (an 

important influence on the decision to build), the availability of 

credit, and seasonal factors. In the public sector, the supply of 

housing is essentially a political issue detennined by the estimated 

social need or value attached to housing by the authorities . Housing, 

even more so than food, has the characteristic of a "merit" need, that is 

the pri ority attached to it and the extent to wlli cll thi sneed fai 1 s to be 

met by the private sector, will determine the involvement of the public 

sector in the supply of housing, subject to the constraint of available 

finance. R.A. Musgrave defines a merit need as follows : "(Merit) wants 

are met by services subject to the exclusion principle and are satisfied 

by the market within the limits of effective demand. They become public 
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wants if considered so meritorious that their satisfaction is provided 

throught the publ ic budget, over and above what is provided for through 

the market and pai d for by private buyers •...• Pub 1 i c se.rvi ces aimed at 

the satisfaction of merit wants include such items as publicly furnished 

school luncheons, subsidized low cost housing, and free education .. . The 

satisfaction of merit wants, by its very nature, involves interference 

with consumer preferences. ,,41 Such interference with preferences would 

have to be offset by the posi tive external effects generated by meri t 

goods. 

By its nature as a merit good, the housing market operates along other 

than strictly economic lines and it is therefore difficult to objectively 

determine the extent of the resources which should be devoted to 

housing. One simple rule is "the ability to pay" principle and , hence , 

except for the most rudimentary shelter, the prerequi si te for adequate 

housing is sufficient income and employment levels. Thus, housing 

strategi es perforce operate with i n the constrai nts of exi sti ng economi c 

conditions. 

Under what circumstances, then, is intervention in the housing market 

j ustifi ed? Writi ng on 1 ow-i ncome housi ng in South Afri ca, Hofmeyer42 

suggests: "Intervention by the housing authorities is justified if the 

standards at which people house themselves are considered too low by the 

wi der commmuni ty." It may be assumed that all househol ds shoul d provi de 

themsel ves with an 1 east the most rudimentary shel ter . But if thi s 

shelter is below a standard consi dered necessary by "the wi der 

community", intervention would be called for. If the minimum standard 

perceived as necessa ry is equal to that also perceived by the 1 oca 1 

community, and the amount that they are able and \'Iilling to spend on 

housing is adequate to achieve this minimum standard , then all that 

stands in the way of its achievement are market imperfecti ons and a lack 

of community organisation. In this case, all that is necessary is for 

the authorities to overcome such imperfections and set up the necessary 

organisational structure - by the provision, for instance, of security of 

tenure, long-term credit at suitable interest rates, community 

organisations etc. But if the mi.nimum standard perceived as necessary by 

"the wider community" exceeds that which local cOllli11unities themselves are 

able to pay for, then direct intervention in the housing market by the 

housing authorities may well result. (If so, housing would then at least 
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to some extent move into the category of publicly rather than privately 

provided basic needs, with a corresponding impact on the pattern of 

resource use. ) 

More generally, public intervention in the housing market may be 

justified in two \~ays. Firstly, imperfections in the housing market mean 

that the market allocation is suboptimal. Given the importance of 

housi ng both in terms of the 1 evel of capi tal investment wi th i n the 

economy and as a "merit" need, such suboptimal allocation is likely to 

precipitate policy action. Secondly, the market-determined provision may 

fall below the perceived necessary minimum standards and then an 

alternative mode of provision is required. In the first case, 

i nterv.enti on attempts to overcome market imperfecti ons, in the second it 

may well aim at raising and/or redistributing incomes. But such 

arguments for intervention involve two important value judgements: 

firstly, the perception that existing market allocation is suboptimal, 

and, secondly, the specification of what is considered the minimum 

acceptable standard. 

It is important to note that such value judgements might not be shared by 

the local cormlUnity and the "wider community", vlhere the latter in effect 

often represents the viewpoint of the putllic authorities . For example, 

squatters may prefer to live in houses of a 10Vier standard than that 

approved and/or provi ded by the authoriti es, :ei ther because such housi ng 

is cheaper or because the services provided suit their particular needs. 

Even if pub 1 i c hous i ng can be provi ded at the same pri ce as squatter 

shacks the latter may be prefered: · while physically inferior to public 

housing, squatter shacks may for example provide greater security of 

tenure, social returns (e.g . enable families to live together) or be 

situated at a prefered location. Hence, what the public authorities may 

see as · a suboptimal market allocation, or housing belovi a minimum 

acceptable standard, may differ sharpl y from the perception of the local 

community itself. For a housing policy to be successful the target group 

must be both willing and able to accept the standards laid dOlm . This 

requires that the cost of housing and the willingness of the residents to 

pay for it ;s equal. 
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Because housing is a "merit" need, any definition of what comprises 

"basic" housing or shelter is confronted with value judgements, apart 

from tangible economic principles. Such a d"efinition should be country 

or regi onspecifi c and take into account cl imati c, physi cal, economi c, 

soci a 1 and cultural factors, in addi ti on to the need to provi de adequate 

protecti on from the elements and a healthy envi ronment. Furthermore, a 

locational component should be included so that housing is provided in 

the optimal place. Housing provides a variety of services and so can 

only be defined within a specific context and in its entirety, rather 

than as supplying a particular service, such as shelter. But when 

individual services such as the quality of shelter are weighed against 

other services such as 1 ocati on, further probl ems emerge as househol ds 

may attach different values to them. 

Having arrived at a " consistent definition of shelter within a specific 

socio-economic context and circumstances, the problem then arises towards 

which groups should investment policies be directed? Usually the 

provi s i on of housi ng to the urban poor is consi dered to warrant more 

urgent attention than that of the rural poor, despite the fact that the 

quality of housing of the urban poor is often very much the same as that 

in rural areas. Several reasons may however be advanced for giving 

greater priority to the problem of urban housing. 

Fi rstly, as popul ati on grOl'/s, i ncreasi ng numbers of peopl e tend to 

mi grate from rural to urban areas, whi ch is especi ally the case in 

less- developed countries today. This inflow, coupled .with " natural 

population increase in urban areas, means that the absolute need for 

housi ng is gro\'/i ng faster in ur,ban than rural areas. The Worl d Bank43 

estimates that by the year 2000, 74,3 million households designated as 

poor, will be living in urban areas; as against 56,6 million households 

in rural areas - an increase from the correspondi ng 1975 fi gures of 40,8 

million for ~rban and a decrease of 26,8 million for rural areas. 

Consequently, in terms of human numbers alone, the magnitude of the 

housing problem in urban areas is likely to exceed that in rural areas. 

Secondly, while the physical quality" of shelter may be similar for both 

the urban and rural poor, the environmental conditions arising from dense 

concentrations of people may mean that living conditions are more 

invidious in urban than rural areas - and, with a growing concentration 
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of urban population, may be aggravated further. For example, while the 

provision of adequate sanitation and waste-disposal facilities may not be 

a problem in rural areas, in high-density urban areas they are an 

essenti a1 prerequisite for a healthy envlronment. 

Thirdly, while the provision of housing and associated facilities of at 

least a rudimentary nature may be left to individual initiative 

areas, in urban areas the provision of such facilities 

large-scale public participation beyond individual capacity . 

in rural 

requires 

Thus in 

rural areas the solution to housing problems lies much more in individual 

hands than is possible in urban areas. In urban areas an effective 

demand for adequate housing will not necessarily generate an adequate 

supply response if cognisance is taken of the appropriate environmental 

circumstances, including communal services of an a auxiliary nature . 

Finally, the daily contact between rich and poor is more marked in urban 

than rural areas and so the provision of adequate housing for the poor is 

a more politically sensitive issue in compact urban areas than in more or 

less scattered rural communities. 

Accepting the need for the provision of a socially determined "adequate" 

level of shelter, the problem arises as to whether it is possible to 

provide such shelter within the income constraints of the poorest members 

of the community. Regression analysis based on household surveys of the 

10v/est third of income groups in twelve developing countries44 suggests 

that the lowest income groups typically devote between 15 and 20 per cent 

of their income to housing. 45 The question is therefore whether a 

"socially acceptable" level of "adequate" or "basic" housing can be 

provided on the basis of such a level of expenditure, and the answer 

depends primarily on the definition of the liord "adequate" . Available 

evi dence suggests that un1 ess unreal i stically hi gh targets are set, 

housing within the incomes of all but the very poorest is indeed 

feasib1e. 46 

But while it may be technically feasible to provide "adequate" shelter 

within the income constraints of low-income groups, this solution is 

frequently not "socially acceptable" - or, more important, it may not be 

acceptab1 e to the housi ng authoriti es who set comparatively hi gh 

standards based upon their own socio-economic perceptions, rather than 
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those of the low-income groups concerned. The result may be that 

untenably high standards are set, and the cost of shelter is artificially 

placed beyond the income levels of the target groups. At the same time 

the attitudes of the intended beneficiaries of alternative (i.e. cheaper) 

housing strategies should .also be considered: have they already adopted 

the standards of the housing authorities as a minimum requirement, or are 

they will ing to accept housing of a 1 O\~er yet adequate standard in terms 

of their own basic needs as well as existing resource constraints?47 

While "adequate" shelter can evidently be provided within the income 

constraints of 1 ow-i ncome groups, for the very poor even the most basi c 

housing may be beyond their means. Dealing with the housing problems of 

the lowest income group depends on the manner in which they are 

accommodated withi n exi sti ng communi ti es. Frequently the poores t peopl e 

are accomodated in rented rooms whi ch, when accomodati on is scarce, are 

let at a higher price than warranted by their cost. In such cases, a 

progralllne desi gned to increase housing constructi on and home ownershi p 

cannot benefi t them directly, as they are unabl e to afford such housi ng 

themselves, because of their low or intermittent incomes . But such 

programmes may benefi t the poorest househol ds indirectly, if they 

increase the supply of rented accomodation. New houses shoul d be 

designed so as to include additional rooms for letting apart from meeting 

the basic needs of the house owner or occupier. In this "lay, not only 

woul d the supply of Basi c Need s hous i ng be increased to those who can 

afford it, but so will the supply of rooms for rental to the lowest 

income groups. The income the house owner or occupi er obtai ns from the 

rented room can obviously be used towards the cost of renting or 

purchasing the house. 

If, as available evidence suggests, income is not a constraining factor 

in the provision of adequate shelter, except for the very poorest, the 

question of why so many of the world's population 1 ives in obviously 

inadequate dltellings arises. The ans\~er seems to lie mostly in the 

existence of bottlenecks on the supply side. Existing housing demand may 

be at least potentially effective, but frequently the supply of housing 

fails to rise to the level of demand. The problems inherent in the 

supply of housing can generally be divided into three categories - land, 

public services and finance. A shortage of land for housing is almost 

exclusively an urban problem. In rural areas a shortage of agricultural 
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land may exist, but there is seldom insufficient land for housing. Even 

in urban areas the problem is rarely one of insufficient land as such, 

but rather of insufficient land being available to low-income groups; in 

other words it is a prob1 em of abso1 ute poverty rather than an abso1 ute 

scarcity of land. 

Land typically comprises only a small fraction of the total cost of 

she1ter. 48 Obstacles to land occupancy and distribution may take many 

forms. These i nc1 ude 1 ega 1 or statutory barri ers, such as confused, 

complicated, or antiquated title-deeds and regulations regarding size and 

occupancy, whi ch effective1 y exc1 ude 1 ow-i ncome buyers from the 1 and 

market. But without security of tenure the urban poor will be unable or 

reluctant to invest in improving the quality of their housing. Hence, 

the removal of statutory and legal impediments to land distribution may 

well be a priority objective for increasing the supply of shelter 

available to the poor . 

Another obstacle to the provision of low-income shelter is a lack of 

available public services. The cost of such services generally 

represents a large proportion of the total cost of shelter and in 

: projects supported by the Wor1 d Bank49 has vari ed from 20 to 30 per 

cent • . and even been as high as 50 per cent. In most instances, 

1D1~-income groups are able to provide their DIm housing of adequate 

standards, but are unable to provide the services to go \.~ith it. 50 

Because of the importance of public services such as sanitation and water 

supply - both for themselves and for health reasons, and because of their 

high capital costs (on account of which private initiative cannot be 

re 1 i ed upon for thei r provi s i on) - the provi si on of these servi ces is 

generally the monopoly of local or central authorities . But, the 

provi si on of such servi ces has frequently fall en short of the demand, 

both because of inadequate resources and because of the fail ure to come 

to terms with the problem of urbanisation. Instead of being recognised 

as a symptom of the permanence of grO\~i ng urbani sati on, the presence of 

low-income housing such as squatter shacks has often been met by a policy 

of razi ng them to the ground. Even when such sett1 ements have been 

accepted as permanent, adequate servi ces have often not been provi ded 

because of inadequate finance, unrealistically high standards of quality, 

and inadequate service charges. 
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A third factor inhibiting the supply of low-income housing is a lack of 

finance. Thi s may be due to a shortage of funds per se, or of funds 

specifically needed for 10l~-income housing. While finance for housing as 

a whole may be available, it is frequently only for short-term loans and 

to higher-income groups, and the bulk of low-income housing is financed 

from persona 1 savi ngs without the use of i nstituti ona 1 

intermediation. 51 Thus the pace of construction is typicaliy 

determined by the slow rate of accumulation of funds and material s, and 

there is a strong tendency to put any unexpected receipts and accrual s 

into housing. It would therefore seem, that while low-income groups have 

a strong -desire to improve their housing, the supply of housing to these 

groups is constrained by the lack of available finance. Even when 

financial institutions possess sufficient funds for 10l~-income housing, 

factors \~hich militate against the provision of loans include the lack of 

sec uri ty of tenure, i ncompl ete ownershi p of property, and i nsti tuti onal 

restrictions on the terms on which loans can be made. Financial 

institutions are naturally reluctant to give loans to individuals whose 

legal OImership of property is unclear and who are therfore unable to 

provide adequate security for the loan. At the same time, institutional 

res tri cti ons on the type, si ze and terms under Imi ch loans can be made, 

contribute to restri cting the access of 1 ow-i ncome househol ds to formal 

credi t markets. 

Given the rapid grO\~th in the demand for shelter (particularly in urban 

areas) and the large shortfall in supply that has accompanied it, it is 

evident that an important part of any Basic Needs strategy should be 

directed at the construction of new shelter, as the existing supply, of 

whatever standard, is insufficient. The establishment of new settlements 

means that they can be designed for optimal cost-efficiency in the supply 

of services, \~hereas existing settlements may be inefficiently designed. 

But the development of nel~ settlements is hampered by important 

institutional constraints on land procurement and the setting of 

standards by the responsible authorities. The amount of land avail able 

for nei~ settl ements may be small and the procedures for obtai ni ng 

additional land compl icated and lengthy. In such a case there are fe\~ 

alternatives to upgrading existing shelter. Furthermore, in the creation 

of ne\~ settl ements the rel evant authori ti es frequently demand hi gher 

standards of housing than in existing settlements. This policy may 

result in unrealistically high standards being set, ~Iith the result that 
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new dwellings may be beyond the reach of the low-income groups which it 

is designed to assist. Consequently, they may resort to squatting and 

illegal settlements. 

Further factors hi nderi ng the development of new settl ements i ncl ude the 

fact that they tend to be more management-intensive than schemes for 

upgrading existing housing, (and, hence, make greater use of scarce 

administrative resources), and the burden of the design, implementation 

and cost of new projects must be borne by the publ i cat 1 arge, whereas in 

betterment schemes the burden can be borne at least in part by the 

community concerned. In additi on, the development of ne\~ settl ements is 

hampered by the inability of the public sector to develop schemes on a 

small scale because of the frequent indivisibility of administrative , 
procedures. In the upgradi ng of exi sti ng settl ements, the authori ti es 

are more 1 ikely to accept somewhat lower (and more realistic) standards 

of housing, on the reasoning that any improvement is better than none at 

a 11. Furthermore, the problem of addi ti onal 1 and procurement is 

removed. Consequently the upgrading of existing housing may be the 

easiest way of reaching low-income groups. 

Clearly, the public sector has an important role in both the development 

of new housing, and the upgrading of existing settlements. But such 

development may produce only limited results, unless the institutional 

bottl eneck s accompanyi ng pub 1 i c sector i nterventi on are overcome. The 
• private sector also has an important role to play - particularly in the 

provi si on of housing for the 1 owest-i ncome groups, which frequently fai 1 

to benefit from public sector projects. Examples of private sector 

provision \~ould be subletting of rooms, as discussed above, and also 

houses erected by employers for their employees. The role of the public 

and private sectors should therefore be complementary, and care should be 

taken to avoid allowing the intervention of the public sector to 

discourage private investment. The powers of the public sector to remove 

institutional bottlenecks and provide public services should not result 

in the provision of 10\~-income housing being left to the public sector 

alone. In few areas can the public sector hope to satisfy the aggregate 

need for housing, and so appropriate 

sector investment parti cul arly 

lowest-income groups can afford. 

incentives should encourage private 

in the types of hous i n9 the 
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Several strategies for overcoming the shortage of 1 ow-i ncome housi ng can 

be suggested. Firstly, projects may be specifically designed for the 

public provision of communal services such as water, sanitation and 

transport, for all income groups, while leaving the actual provision of 

shelter itself to individuals. Such a "self-help" approach is based upon 

the belief that individual action can usually be relied upon for the 

provision of housing itself, but not for the provision of related 

servi ces. Hence, 1 ow-i ncome groups shoul d be ass i sted by the provi si on 

of public services, and, where necessary, in obtaining the finance and 

material s necessary for the construction of adequate shelter, and the 

actual building of dwelling units should be left to individual action. 

But ·such an approach deals with public services on a sectoral basis and 

fails to recognise that many services complement each other and cannot 

fully succeed unless provided simultaneously. (For instance , it is 

1 ittle use ensuring adequate water supply unless adequate waste-disposal 

and drainage are provided as well.) Accordingly, a large amount of 

pl anning and co-ordination is required for such an approach, but the 

necessary admi n; s trative machi nery is frequently 1 ack ing at 1 oca 1 1 evel s 

\~here such tasks are allocated to different departments and level s of 

government . 

To overcome these problems , the World Bank52 suggests: "an integrated 

approach to urban development to complement and support the 

sector-by-sector approach." This approach requires that projects be 

directed to\~ards specific communities, "and the aim is to ensure the 

del ivery of a package of compl ementary servi ces ; n accordance with the 

priority of these communities.,,53 This requires local co-ordination of 

service programmes and the removal of bottlenecks to the supply of 

shelter, such as unsuitable land tenure systems. 

Essential to such a programme is that costs should be recoverable. This 

is important not only so that programmes may be replicable without being 

hampered by insufficient funds, but so that housing should be appropriate 

for given circumstances ; Subsidi sed housing may 1 ead to housing being 

built of a standard in excess of the basic needs of their intended 

occupants, with the result that such programmes are costly and unl ikely 

to meet the supply constraints because of the very hi gh 1 evel s of 

investment required on a conti nuous basi s. It may al so 1 ead to such 

housing being priced above the level which its intended beneficiaries can 

afford. 54 
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To ensure an appropriate standard of housing and the recovery of costs, 

community participation is helpful. Such participation can take the form 

of the appropriate design of housing to meed basic needs, the selection 

of si tes, and the desi gn and imp1 ementati on of projects, so that the 

resources of local communities can be directed at meeting their own basic 

needs. At the same time provision must be made for orderly urban growth 

so that the future costs of urbanisation can be minimised. 

To estimate the resources required for meeting the basic need for 

housing, goal s mllst be set with respect to target groups, the appropriate 

standard of housi ng, and the time peri od in whi ch these goal s shou1 d be 

met. Such goal s will differ from country to country and region to 

region, depending, inter alia, upon the available level of resources. 

But the ultimate target remains the provision of a basic unit of shelter 

to all househo1 ds . Investment in housing is only one of the investment 

requirements to which a community's resources must be devoted, and, 

hence, any programme which requires an inordinately large share of 

investible funds for housing is unlikely to be successful. 

A basic dwelling unit can be defined as "that which can be afforded by a 

family living exactly at the threshold of poverty,,,55 where the poverty 

threshold is defined as "the level of income at I~hich a family I~ould be 

abl e to purchase a mi nimal package of food. ,,56 Si nce experi ence of the 

World Bank "indicates that basic needs for shelter can be met at levels 

of income below the poverty threshold,,57, there should not exist undue 

pessimism about the capacity to satisfy the basic housing needs of target 

groups. The optimal level of investment that should be devoted to 

housing should thus be at least equal to the minimum level of expenditure 

necessary to satisfy this effective demand. 

\.Jhere the aggregate level of investment in housing is sufficient to 

potentially satisfy the hasic need for housing, yet an inadequate share 

of this investment is devoted to low-income housing, a revised allocation 

of resources invested in housing is required. But such a revision is not 

likely to be achieved without difficulty, and requires the removal of 

institutional bottlenecks which prevent available resources from 

financi ng the required number of low-cost housi ng units . \o/here tile 

aggregate level of investment in housing is insufficient even to meet 

basic needs, the total share of GDP applied to housing 110uld obviously 
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have to be raised. But this too can only be achieved with great 

difficulty. Unless a greater share of investable funds can be channeled 

into housing, an increase in the level of national income is required to 

meet such housi ng needs adequately. 58 Thi s yet agai n emphas i ses the 

importance of a high rate of economic growth in any Basic Needs strategy. 

In sum, the high cost of conventional subsidised housing progranrnes has 

made investment in housing appear a "bottomless pit". If emphasis were 

to shift from the constructi on of subsi di sed housing per se to the 

upgrading of existing shelter, site-and-service schemes, not ignoring the 

recovery of costs, a dwelling unit which would satisfy basic needs could 

be provided for all members of the population. The urgency of such a 

shift is stressed by the rapi d increase in the demand for housi ng 

resulti ng from rapi d popu1 ation growth and rural-urban mi grati on, and a 

consequent growth in the need for Ilousi ng far beyond the fi sca 1 capacity 

of most governments to provide subsidised housing. ~Iot only have the 

authorities been unable to provide sufficient subsidised housing, but the 

allocation of resources in this direction has meant that insuffucient 

resources have been available for even low-cost schemes such as 

site-and-service projects. With the authorities also facing compelling 

demands for resources from Basic Needs sectors other than housing, 

attention has of necessity recently turned to cost-recovery and 

duplication of projects. 59 

While any strategy to meet the basic need for housing must necessarily be 

p1 ace-specifi c, some general observati ons can c1 early be made. Firstly, 

the provison of low-income housing is primarily an urban problem, and the 

bu1 k 0 f new dwell i ng uni ts wi 11 thus have to be bui lt in urban areas. 

This does not mean that shelter in rural areas is always adequate, but 

merely that the problem is less urgent because private initiative can be 

relied upon to provide at least rudimentary shelter, and the dangers to a 

healthy environment are less acute. Furthermore, the relative number of 

urban poor househo1 ds is estimated to be i ncreasi ng globally, but the 

relative number of rural poor households is shrinking. 

In rural areas the housing problem is largely a matter of upgrading 

existing shelter, but in urban areas a large number of new housing units 

will have to be constructed. The World Bank60 estimated the total cost 

of overcoming the urban housing shortage in a period of twenty years to 
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be between 120 and 130 billion US (1975) dollars, or 6 to 7 billion 

dollars per annum on average. "Considered in relation to national 

resources these amounts do not seem unreasonable, and al though a few 

years woul d be required in some cOLintri es to develop the capaci ty to 

implement them, it should be possible to carry out programs of such 

orders of magnitude. ,,61 The problem of financing the supply of housing 

to satisfy basic needs is essentially not a matter of inadequate 

resources as such, but rather of allocating available resources in an 

optimal way, especially by setting appropriate standards of housing. 

But even in realistic housing programmes designed for full cost-recovery, 

the period of repayment must of necessity often be lengthy and so a 

problem in financing such projects may persist . The World Bank52 

argues that such programmes shoul d not be beyond the resources of most 

governments and, except ina few deve 1 opi ng countri es where government 

revenue is comparatively low in relation to national income, \~ou1d not 

amount to more that 5 or 10 per cent of pub1 ic revenue. 

In most countries, the greatest proportion of saving and investment in 

housing is undertaken by the private sector, but the provision of 

associate services has generally been the preserve of the public sector. 

Low-income housing in particular has frequently suffered from inadequate 

provision of such services by the public sector, whose role in the supply 

and finance of such services as sanitation, electricity, water supply and 

transport should not be underestimated. The World Bank has estimated 

that "typically the amount [required for such services] ~Iill be about a 

third of the total cost of the shelter provided. ,,53 In addition, the 

public sector must supply 

community, like clinics, 

experience gained in World 

social infrastructure essential for an urban 

schools, hospitals etc. "On the basis of 

Bank-supported projects, thi sis 1 ikely to be 

an additional investment equal to 10 or 20 per cent of the resources 

estimated.... Combining what the government is likely to be called upon 

to finance in the way of public services - probably about 30 per cent of 

total expendi tures for shelter - and soci a 1 servi ces suggests that the 

call upon the financial resources of the public sector is likely to be 

less than 50 per cent of the total investment of any poverty-oriented 

shel ter program. ,,54 
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In view of a potentially effective demand for basic housing on the part 

of all but the very lowest income groups, and the availability of 

evidently sufficient resources, it seems unnecessary that the supply of 

housi ng fa i1 s to match demand. Consequently, a reori entati on of housi ng 

strategies is requlred, with emphasis being on the creation of sufficient 

housing units to satisfy the basic needs of all. For this to be achieved 

housing standards of an appropriate nature must be set, and resources 

reoriented in this direction. While shelter may in principle be seen as 

a private-consumption good, the role of the public sector in any policy 

designed to provide basic housing to all households is crucial. This 

role involves not only the provision of the services essential to the 

supply of housing, but the removal of the constraints on the supply of 

housing for which the public sector is itself responsible. 

It would seem that provided a suitable strategy for the satisfaction of 

the basic need for housing is adopted, such a solution should lie within 

the resource capacity of most communities. But, on a more cautious note, 

it should be recognised that such a strategy will not a1way.s be readily 

acceptab 1 e to all countri es and even when they are accepted the ahi 1 ity 

to carry it out will not ah~ays exist. 

In principle, both food and housing are "private-goods", in the sense 

that they are purchased and consumed by individual households, and may be 

supplied by profit-seeking producers within the scope of the market 

system. However, purely private provision of food and housing has 

evidently failed to satisfy these two basic needs at an adequate level, 

at least in a large part of the Third World. As there exists wide 

agreement on this point, it would seem proper and realistic to rather 

classify food and housing as "merit goods", on the definition set out on 

p·age ..... (I~u sgrave l [a s was the ca se with "pub 1 i c goods '''' (above l]. In 

other words, a 1 though food and hous i ng may be vi ewed as 

private-consumption goods to an extent, state participation in their 

supply \~ou1d not appear abnormal or alien, even in predominantly 

market-oriented society where these basic needs have not been adequately 

met. 

Such participation is likely to be less direct in the case of food than 

housing, where the government is more likely to have recourse to the 

nati on's avail ab 1 e stock of producti on factors in the a ttempt to rai se 
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the supply of housing to an "acceptable" minimum level. In contrast food 

supply and consumption may be encouraged by the removal of market 

imperfections, selectiv.e subsidy schemes and, in special cases, by price 

controls, apart from such more general policies of dissemination of 

information and measures to stil]1ulate economic growth. 

Similar policies may also be pursued in the case of housing, but in view 

of the magnitude and long-term nature of the funds required, together 

with problems peculiar to the availability of land, auxiliary services 

and complicating 10cationa1 factors, a Basic Needs strategy aimed at the 

provision of low-cost housing is not ' only likely to result in greater 

market intervention, but may also entail direct state participation in 

the production process, that is, give rise to a transfer of resources 

from the private to the public sector. Naturally such a redistribution 

of resources would be facilitated by a process of sustained economic 

growth. The broad re 1 ati onshi p between basi c needs and economi c growth 

forms the subject matter of the following chapter. 
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CHAPTER 7 GRo\~H AND BASI C NEEDS 

7.1 GRDWTH VERSUS/AND BASIC NEEDS 

Regional problems, which were discussed in Chapters 2, 1 and 4, may 

represent an important set of obstacl es to economi c development. The 

question now ari ses whether the pursuit of a Basic Needs strategy and a 

regional growth pol icy complement or compete vii th one another in the 

pursuit of the economic development of poor societies. 

The Basi c Needs approach to ,development emerged essenti ally from the 

rejection of development strategies that rely solely upon economic growth 

as the means for overcoming poverty. Historically high rates of growth 

in developing countries were observed to have had little impact upon the 

reduction of relative and absolute poverty.l Consequently employment­

and rura l-devel opment-ori ented, redi stributi on-wi th-growth strategi es, 

and, more recently, the Basic Needs Approach directed attention away from 

the unqual ified maximisation of output, as stressed by growth-oriented , 

theories, towards the minimisation of poverty in both absolute and 

rel ative terms. But germane to thi s approach was the contenti on that 

growth should at all time s accompany the satisfaction of basic needs so 

that the quality of life could be raiserl and absolute , as liell as 

relative, poverty reduced. 

Consequently, the Basic Needs Approach shoul d not be seen simply as a 

short-term redistribution of existing goods and services, hut rather a 

long-term strategy inteneled to increase the amount of goods anel services 

available to society. In other words, it should not amount. to il policy 

of reeli stri but; ng poverty. But to what extent are these approaches to 

development compatible, or is there an inevitable trade-off betl1een 

grmith and basic needs satisfaction? Can the basic needs of all groups 

withi~ society be satisfierl so 'as to encourage development, or will it be 

achieveel only at the expense of a 10Vier level of economic growth and 

future rlevelopment? 

The Basic Needs Approach attempts to bring about a restructuring of 

national priorities and a reallocation of resources so that all sections 

of the population benefit from and contribute to development, and poverty 

may be overcome without hindering economic growth. This change of 
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emphasis does not imply a total departure from tradi ti ona 1 

growth-ori ented programmes, but rather thei r redi recti on to\~ards the 

el imination of poverty. Accordingly Ligthelm stresses: "The basic needs 

approach 1 eads inmost cases to a res tructuri ng of urban pri oriti es \~here 

progralll11es such as education, health, small business development, the 

development of national roads and information services, enjoy a high 

pri ori ty. . . . • The approach does not also imply a total res tructuri ng of 

existing prograrranes, but only a simultaneous change in priorities in the 

direction of the el imination of poverty. These programmes are aimed in 

the first place at increasing productivity and creating opportunities by 

whi ch t.he increased productivi ty can be economi ca lly util i zed . ,,2 But 

must concentration on the achi evement of basi c needs sati sfaction not 

inevitably clash with economic growth? Ligthelm ~Iarns: "The provision 

of peoples' basic needs as an end in itself can strongly harm economic 

growth because socinl services are then not inteqrated with production 

ar.tivities. ,,3 

A possible resolution to this trade-off issue would seem to be suggested 

by empirical investigations of the relationship between the satisfaction 

of basic needs and economic growth in the recent past. Unfortunately, 

the evidence available is not conclusive. Some countries - such as 

Burma, Cuba, Sri Lanka and Tanzania - have concentrated on the provision 

of basic needs and simultaneously experienced , lower growth rates. Others 

- such as Ta iwan, Korea and Si ngapore - have ach i eved hi gh 1 evel s of 

economi c growth together wi th reduced 'poverty, increased provi sion of 

social services, and a more equal income distribution . Consequently, on 

empirical grounds alone the effects of a Basic Needs strategy on growth 

and development can~ot be easil y evaluated. 

On the one hand, it can be reasoned that the increased sati sfaction of 

basic needs will tend to lean to improved health and higher levels of 

education and so productivity and output should inc re ase in the lo nq 

run . T.W. Sr.hultz, for example, considers direct expenditures on 

er1ucation and health to be "cl ear examples [of] in'vestment in human 

capital . ,,4 Moreover, improved health wOlllrl mean longer 1 ife 

expectancy, and, ultimately, a lower fertility and net reproduction 

rate5 , with the result that a 1 arger proportion of the popul ation \~oul d 

become economically active in the long term. Resources necessary for 

meeting basic needs could, for example, be found by restructuring 
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consumption patterns in general, anc1 pubJ.ic expenditure in particular, 

which would increase the consumption of basic goods and services wi thout 

raising total consumption or decreasing saving. 

Alternatively, it has been claimen that a Basic Needs approach will serve 

to redistribute income in favour of the poor, thus raise consumption 

levels and, hence, reduce saving and the level of investment and, 

thereby, the rate of economi c growth. As a result, the poor woul d 

receive a greater share of existing production only at the cost of future 

production. Relative poverty would be overcome only at the expense of a 

lower long-term absol ute poverty 1 evel; the long-term interests of all 

the poor ~/Oul d thus be sacrifi ced for short-term consumpti on gai ns. In 

the long run the poor \~oul d be better off in terms of the level of basic 

needs satisfaction from the generally higher income . level that would 

result from the higher investment and transfer of capital resources made 

possible by a growth-oriented .development strategy . 6 

Central to the controversy is the problem of the extent to which growth 

may be sacrificed during the period when basic needs satisfaction is 

being improved, ann I-illether the possible sacrifice is outweighed by the 

more rapi d gr(l\~th anti development in the future whi ch may result from the 

satisfaction of basic needs in a poor society. 

I n the extreme case it coul d be argued that the i ntenti on of a Basi c 

lJeeds strategy is to divert attenti on away from an emphas is on growth, 

which failed to reduce povert'y in the past ; whether the satisfaction of 

basic needs takes place at the expense of growth or not, is said to be 

irrelevant. Bllt if the Basic Needs strategy is to avoid simply 

redistributing poverty rather than weal th, the importance of economic 

grOl~th cannot be ignored . A more common approach is to suggest that 

basic needs may be met in ways which have little effect upon the level of 

aggregate investment (and therefore the rate of growth), namely, by 

reducing non-essential consumption and by directing consumption and 

government expenditure towards the meeting of basic needs. Even if basic 

needs require some sacrifi ce of growth in the short run, in the long run 

the expected benefits in terms of improved human capital shoul d out\~ei gh 

any temporary reducti on ingrowth that mi ght result. 
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Hence, the present problem revol ves around determi ni ng the effect of a 

Basic Needs strategy on human capital and assessing I'lhether the returns 

to thi s form of investment are greater than those from conventional 

investments in human or physical capital. This has been attempted in 

several ways: firstly, "growth accounting" attempts to identify the 

contributions of various inputs to historical increases in output and to 

assess the importance of productivity changes or changes in human 

capital; . secondly, the rate of return to vari ous forms of educati on can 

be measured; and, thirdly, the statistical . correlations between growth 

rates and the provision of basic needs within sample countries can be 

exami ned. 

The contri buti on of human capi ta 1 to the rate 

received considerable attention in the pastJ 

using the method of growth accounting, estimated 

of grO\~th of output has 

For example, Denison8 , 

that only just more than 

half the increase in output in the Un i ted States from 1929-1969 coul d be 

attributed to increases in . 1 and, capital and 1 abour inputs and improved 

resource a 11 ocati on by removi ng certain market imperfecti ons. Just more 

than 45% could be ascribed to investment in "human capital" - 14.1% to 

education and 31,1% to "advances in knowledge,,9 Similar conclusions 

have been reached by Krueger 10, who attributed half the difference in 

per capita G.N.P. between the United States and a sample of developing 

countri es to di fferences inhuman capi ta 1; and Hayami ann Ruttan 11 , 

who ascribec:l one-third of the difference in agricultural productivity 

hetween developed and unc:lerdeve loped countri es to differences in 

education 1 evel s. Kuznets examined the importance of qual itative 

improvements in pror!uctive factors in explaining economic grO\~th and 

concluder! that the contribution of increased knowlec:lge \~as consirlerable. 

He states: "One might define modern economic gro\~th as the spread of a 

system of production, in the widest sense of the term, based upon the 

increaserl application of science, that is, an organised system of tested 

I( nmil edge. "12 

Another method of measuring the significance of human capital is to 

calcul ate the rate of return to education. Thi s may be achi eved by 

estimating the lifetime earnings of people of different educat.ion levels 

and comparing them to t.he private and social cost of education, including 

earnings foregone while instruction is taking place. 13 

Psacharopoulous14 found an average return of 25% for primary education 
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for 17 developing countries, ranging from 6,61: for Singapore in 1966 to 

821: for Venezuela in 1957. The World Bank15 ca1c~lated rates of return 

to education for a sample of 30 developing countries to be 24,21: for 

Pri mary educati on, 15,41: for Secondary educati on, and 12,3% for Hi gher 

education. In a sample fo 14 industrialised countries the rate of return 

for Secondary educati on was 10,01: and for Hi gher educati on 9,1 %. By 

contrast, Correa16 concluded that while health and nutrition were 

important, education p1 ayed 1 i ttl e .part in i ncreasi ng output, and 

Nadiri 17 found the contribution of education in explaining differences 

in inter-country growth rates to be slight - although it 11as important in 

explaining variations in factor productivity within countries over time. 

A further method of identifying the relationship between gr0l1th and basic 

needs is to examine statistical correlations for inter-country stunies. 

But it shou1 d be noted that even if a strong corre1 ation between growth 

ann basic needs is found to exist, it is possible that improverl 

performance in basic needs is a result of increased output rather than a 

cause . Furthermore, while improved basic needs satisfaction amounts to 

increasing human capital, not all increases in human capital (such as 

tertiary er1llcation) can be consir1ered to be a basic need. 

Morawetz18 was unable to find a clear relationship between basic needs 

satisfaction and growth in output, and concluded that GNP per capita was 

not a good measure of basic needs fulfilment. In contrast, Hicks and 

Streeten19 found that by using a semi-log relation to allow for a sharp 

decl ine in increased 1 i fe expectancy beyond a certain income 1 evel, a 

better re 1 ati 011 beb/een GNP per capita and 1 i fe expectancy coul d be 

obtained. Isenman20 in a study of the rela~ionship between life 

expectancy and GNP per capita in Sri Lanka concluded that: "while 

i nvesti ng in basi c needs may have reducen per capi ta income, the ga ins 

regi stered in soci ali ndi cators are much greater than ~/Oul d have been 

expected even at the higher income level. ,,21 

Thus much of the evidence on the importance of education, human capital 

and Basic Needs for increasing output over time appears inconclusive. 

Even if it were not, empirical data would still not provide a complete 

ans~/er to the questi on of the re 1 ati nnshi p between growth and bas i c 

needs, as the concept of basic needs is not synonomous 11ith simply 

increased human capital. Hicks22 looked specifically at the issue of 
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growth and basic neerts and attempted by means of a cross-country 

statistical analysis of variables explaining growth bet''ieen 1960 and 1973 

in less-developed countries to answer two questions: (i) does the degree 

of bas i c needs sati sfacti on at the begi nni ng of a peri od i nfl uence the 

1 evel of growth duri ng the peri od that foll O~IS? and (i i) do countri es 

which make considerable progress towards the satisfaction of basic needs 

during a given period experience lower rates of growth and investment at 

the same time? 

He found that the Basic Needs variables were indeed significantly related 

to growth, even after allowance for the influence of other explanatory 

variables had been made . Countries which hac:l life expectancies (at 

birth) ten years higher than those expected on the basis of their 

respective income level were found to have significantly higher economic 

growth rates per capita as well. On the basis of his findings Hicks 

concl uded, firstly, that countri es whi ch make substanti al progress in 

meeting basic needs do not experience substantially lower economic growth 

rates; and, secondly, that the attainment of a high level of basic needs 

sati sfacti on in one peri od woul d seem to 1 ead to hi gher economi c growth 

rates in subsequent periods. Hicks observes: "(These) .results seem to 

support the propositi on that the 1 eve 1 of basi c-needs atta i nment is 

related to the rate of growth of output. The basic-needs measures appear 

important in their own right, and are not proxies for the level of 

income. Thus, the development of a critical minimum level of human 

capital may be an important prerequisite for accelerating the growth of 

output. ,,23 He concludes: "It seems likely that countries generally 

have the capacity to meet basic needs without crippling other programmes 

aimed at growth enhancing investments. Not only does a basic-needs 

prograrrme appear unrel ated to a reducti on ingrowth potenti a 1 s, it 

appears to offer long-term benefits which "'ill raise the rate of grO\~th 

aswell.,,24 

In a further study, Hicks25 again attempted to measure the statistical 

correlation between growth and the provision of basic needs by comparing 

the growth rates of different countries at the beginning of the period 

1960 to 1977 to the level of basic needs satisfaction achieved at the 

beginning of thi~ t i me period. From a set of 83 countries, he examined 

in detail the 12 fastest growing countries and concluded that they 

experienced, on average, life expectancies at birth of 5,6 years higher 
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and adult literacy rates of 12 per cent higher than could be expected on 

the basis of income levels alone. This analysis therefore suggested that 

there was a positive relationship between the basic needs satisfaction at 

the beginning of the time period and the economic growth rate during this 

seventeen year period, but this did not necessarily prove that the 

satisfaction of basic needs is a sufficient condition for future growth . 

Accordi ngl y, Hi ck s exami ned the 12 . se 1 ected countri es whi ch hart the 

hi ghest devi ati on in 1 i fe expectancy from the expected norm, and found 

that the majority had experienced high rates of growth, I'lhile others \'1ere 

not so successful. Nevertheless, the average rate of economic growth for 

these 12 countries Vias 4%, which was significantly higher than the 2,4% 

for the group as a whole. 

From this evidence and that of his previous study25 Hicks concludes: 

" .... those countries which do well in providing for basic needs tend to 

have better than average performance in terms of economi c growth. Thi s 

would also seem to suggest that a basic needs emphasis in development, 

far from reducing the rate of growth, can be instrumental in increasing 

it." 27 

A further important fi ndi ng of Hi ck s' analyses, is that improvements in 

health, as measured by increased life expectancy, are as strongly related 

to economic growth and improvements in human capital (productivity) as 

educati on, the i nfl uence of whi ch has 

in the context of human capital. 

been studied rather more frequently 

This suggests that significant 

complementarities exist between such basic Ileeds components as heal th and 

educati on ann th at health and nutriti on may be as important as educa ti on 

in the raising of productivity and the promotion of economic growth. But 

these findings also suggest that improvements in health, and hence life 

expectancy, are strongly related to levels of education and therefore the 

effect of education on productivity may be indirect through the resul tant 

improved health of the labour force, rather than direct through improved 

skills and technical knowledge. 28 On the basis of these findings, 

Hicks proposes: lilt would appear that economists who formerly focused on 

human capital may have concentrated too narrol1ly on one aspect of human 

capital, namely education. It seems possible that other aspects of a 

basic needs approach to development, which aim to improve the health and 

living conditions of the poor, should also be considered as building up a 

country's human capital. .... [These kinds of] gai ns in productivi ty from 
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investment in health and education are now being recognized as important 

as the returns from investments in the more standard forms of physi cal 

capital. In other words, investing in people may be a good way to both 

e 1 imi nate the \~ors t aspects of poverty and to increase the growth rate of 

output. ,,29 Functionally speaking investment in basic needs may be seen 

as a threshold measure or prerequisite for productive investment in human 

capital; unless a minimum level of living has been reached conventional 

human capital investment may indeed yield disappointing returns. 

The compl ementarity between di fferent basi c needs and thei r coll ective 

impact on the supply of 1 abour, i nnovati on and economi c growth has, of 

course, been appreci ated long before the present expl i cit concern with 

Basi c Needs strategi es. Thus, Professor Bel shaw wrote in 1954: "... we 

regard the reducti on of 1 ethargy and i nerti a, and an increase in the 

propensity to innovate and accept i nnovati on, as such vi tal el ements in 

the development process that health and nutriti on measures warrant hi gh 

priority in development plans.,,30 

Further evi dence of posi tive corre 1 ati on between economi c growth and 

basi c needs sati sfacti on is provi ded by Worl d Bank studi es in countri es 

such as Sri Lanka, Brazil,Indonesia, Egypt, Mali, Gambia and Somalia, 

where progress towards the impl ementati on of Basic Needs strategi es has 

been made. While suggesting that no generalised conclusion should be 

made at this stage from such localised studies, the Horld Bank 

nevertheless draws the following inference "An overall conclusion 

appears to be that if objectives in income distribution and meeting basic 

needs are pursued rationally economic grOl'ith need not necessarily be 

sacrifi ced. ,,31 

Wh i le the available empirical evidence may not be entirely consistent or 

positivel y concl usive, it does, nevertheless, at least suggest that the 

objectives of economi c grOl'ith and basic needs do not have to confl ict. 

In fact, the bulk of the evidence suggests it is possible for them to be 

compl ementary and for a Basic Neects pol icy to enhance growth through 

improved productivity ari si ng from not only better educati on but other 

Basic Needs measures as well. While it is possible that the improved 

p,"ovision of basic needs may lead to higher consumption and reduced 

saving levels, this is not a categorical imperative, and, as suggested 

above, basic needs may also be satisfied from a reallocation of 
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inefficient consumption expenditure in the aggregate. The latter is in 

any case a point which belongs essentially to static economic conditions 

: in the long run it seems 1 ikely that the improved provision of basic 

needs should indeed lead to increased productivity and higher levels of 

output, and fears that Iiasi c Needs expendi ture coul d onl y be undertaken 

to the detri ment of long-term economi c growth, appear to have no fi rm 

foundation in logic or fact. 

Thi s concl usi on is naturally of consi derable importance for the 

effectiveness of Basic Needs policies designed to reduce both inter- and 

intra-national economic divergences such as those characteri sed by a 

process of cumul ative causation, where it has been concl uded that poor 

regions are inefficient utilizers of resources. In the attempted 

reconcil i ati on of the Export Base Theory and the Pri nci pl e of Cumul ative 

Causation presented by Kaldor, and Dixon and Thirlwall (Chapter 4), the 

key to the cumulative nature of the model was the Verdoorn coefficient. 

Inter-regional growth rate differences could result from local 

differences in income elasticities of demand or in labour productivity 

re 1 ative to wages ("effi ci ency wages"). Regi onal growth rates coul d be 

raised by reducing ':efficiency wages", but as labour productivity depends 

upon the rate of growth of output, "efficiency wages" would fall more 

rapidly in fast- growing regions, as money Nages rise uniformly in both. 

Consequently, fall ing "effi ci ency wages" increase the competi tiveness of 

the region or country concerned. 

In the above discussion, growth rates have been shOlm to be positively 

related to the level of basic needs satisfaction, either because of the 

direct effect of improved education on productivity, or for example its 

effect on health and the resultant i nd i rect improvement in productivity. 

Consequently, regions (in the broader sense of the word) which experience 

a comparatively rapid improvement in the provision of basic needs should 

a 1 so undergo a re 1 ative ly rapi d growth of 1 abour producti vity; hence, 

"efficiency wages" may be expected to fall. This in turn results in an 

increased rate of growth for the region, and the process is cumulative: 

increased output 1 eads to a further increase in product ivi ty , whi ch 

brings about another fall in "efficiency wages", and so on. 
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This argument may now be related to the model set out in Chapter 4. 

There, in Equation (4.2): 

where: q. 1 = rate of change of labour productivity in region i 
ai = autonomous productivity gro~~h in region i 
b = Verdoorn coefficient 

Yi = rate of growth of output in regi on i 

But qi is dependent upon the level of basic needs satisfaction and the 

effect is positive. Thus for region i: 

•... (7.1) 

where: hi = 1 evel of basic needs satisfaction in region i and is 

positive. 

Hence equati on (4.5) becomes: 

Y·=f[d(W. + t · - a· - h.) + ep. + gz.] .... (7.2) 1 1 __ 1 __ 1 __ 1 
J . J-

1 + f db 

An increase in the 1 evel of satisfaction of basic needs in region i 

therefore results in an increase in the rate of grO\~th of income in 

region ;.32 

The effect of an improvement in the level of basic needs satisfaction is 

cumulative. Greater basic needs satisfaction results in an increase in 

t f1e rate of growth of 1 abour productivity in region i (7.1); this 

results in a fall in the rate of domestic price inflation for region i 

(4.4); 

(4 . 3). 

(4.1l , 

and consequently an increase in the I"ate of grD'.'ith of exports 

This in turn leads to a higher rate of growth output in region i 

an increase in labour productivity (7.1), and the whole circular 

process - \~hich began with an improvement in basic needs - is repeated. 

Economic policies designed to improve the level of development of 

slow-growing regions can therefore in principle achieve their aim through 

the application of a Basic Needs strategy. The improved satisfaction of 
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basic needs will not only reduce the level of poverty, but 

to increased grol/th of output and a hi gher 1 evel 

may well 1 ead 

of economi c 

development. The cumulative process which works so as to produce 

regional income divergence can be reversed in order to raise the rate of 

growth in underdeveloped regi ons. Under appropri ate circumstances a 

Basic Needs strategy can at least complement other policies directed at 

the promotion of economic development. 
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7.2 NOTES 

1. See, . for example, LL.D., 'Employment, GrO\~th and Basic Neens : A 

One-World Problem', op.cit.; and Ghai, D.P., Khan, A.R., Le~, E.L.H., 

and Alfthan, T., op.cit., p. 2. 

2. Ligthelm, A. A., "n Perspektief op die Basiese-Behoefte ("Basic 

Needs") - Benadering tot Ontwikkeling', Development Studies Southern 

Africa, vol. 3, no. 3,1981, p. 316, (author's translation). 

3. Ibid., p. 316, (author's translation). 

4. Schultz, T. W., 'Investment in Human Capital', in Blaug, M., (ed.), 

'Economics of Education 1', op .cit., p. 13. 

5. It has sometimes been suggested that basic needs pol icies will 

inevitably fail as they contain within themselves the seeds of their 

own destructi on. An improvement in educati on, health and nutri ti on 

will lead to a fall in infant mortality, an increase in life 

expectancy, ann, hence, it is argued, an increase in population 

growth. As a result the aggregate needs of the popul ati on wi 11 

increase and parti ally, or wholly, off-set any improvements in the 

provision of basic needs that had been achieved. But such an 

essenti ally r~althusi an argument negl ects the impact of Basi c Needs 

policies on fertility. As infant mortality decreases, so fertility 

rates may decline. But there is likely to be a lag between the 

decline in mortality and its general perception, so that initially 

the rate of population grolith may rise, but in the long run it will 

fall. Horal'/etz [Morawetz, D., 'Basic Needs Policies and Population 

Gro~lth', 'lorld Development, vol. 6, no. 11/12, 1978, p. 1251] 

i ndi cates that there is a si gnifi cant negative rel ati onshi p between 

fertility rates and literacy, infant mortality and income 

distribution, but the nature of the lag before the effect is felt is 

uncertain. He (Ibid . , p. 1251) suggests: "There are several strong 

reilsons to expect that basi c needs ori ented pol i ci es may eventually 

cause fertility rates to decline, even if the same policies do not 

cause per capita income to be raised significantly. First, since 

parents are likely to be concerned more about the number of surviving 

offspring than about the number of babies born, a decline in infant 
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mortal ity may 1 ead, after some recogniti on 1 ag, to a decl i ne in 

fertility. Second, an increase in the quantity and quality of 

education that is available may cause fertility rates to decline, · 

both because parent's aspirations for themselves and their children 

may be raised and because parents may now have more positive 

attitudes towards (and better access to means of) birth control. 

Third, basic needs policies are likely to cause an increase in the 

degree of equality of the distribution of the national income among 

members of society, which in turn may cause fertility to decline. A 

nati on in whi ch the poorest 70% of the peop1 e (who account for a 

di sproportionate1y 1 arge share of overall popu1 ati on growth) receive 

30% of the national income, say, is likely to have a lower fertility 

rate than a second nation with the same average per capita income in 

which the poorest 70% receive only a 15% share." 

6. Hicks observes: "The problem is essentially the same as that drawn 

by Ahluwalia and Chenery in Redistribution with Growth: a strategy 

that provides for 25 years of consumption transfers eventually 

results in lower income (and welfare) for everyone compared to a 

non-interventionist base case. On the other hand a transfer that 

increases the capital assests of the poor produces a permanent 

improvement in their condition, and could result in higher GNP if one 

adopts a poverty-weighted measure of output." Hicks, N. L., 'Growth 

vs Basic Needs; Is there a Trade-Off?', World Development, vol. 7, 

1979, p. 985. 

7. See, for example: Schmookler, J., 'Changing efficiency of the 

American Economy, 1869-1938', Review of Economics and Statistics, 

vol. 34, August 1952, pp. 214-231; Denison, G. F., Why Growth Rates 

Di ffer: Postwar Experience in Nine 14estern Countri es, (Brooki ngs 

Institution: Washington, D. C., 1967); and Denison, G.F., Accounting 

for Uni ted States Economi c Gr0l1th, 1929-1969, (Brook i ngs 

Institution: Washington, D. C., 1974). 

8. Denison, G. F., 'Accounting for United States Economic Growth, 

1929-1969', op. cit., p. 130. 
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9. Hicks (Hicks, N. L., 'Is there a tradeoff between growth and basic 

needs?', Finance and Development, vol. 17, no. 2, June 1980, p. 18) 

warns of the probl ems associ ated with the technique of "growth 

accounting" whereby the grO\~th of output is attributed to changes in 

input factors and a residual which is unexplained changes in 

productivity: "There is some questi on, however, whether the resi dual 

can be attributed to improvements in the stock of human capital. It 

could represent errors in the calculation of other variables, the 

omission of other important factors, or simply a faulty assumption 

about the nature of the underlying production function. While growth 

accounti ng attributes an important rol e to human capital in 

explaining growth, it does not necessarily prove that human capital 

is important. Thus it is not a completely reliable way to measure 

the contribution of human capi tal to the grO\~th process." 

10. Krueger, A. 0., 'Factor endowments and per capita income', Economic 

Journal, vol. 78, September 1968, pp. 641-659. 

11. Hayami, Y., and Ruttan, V. W., 'Agricultural productivity differences 

among countries', American Economic Review, vol. 60 , December 1970, 

pp. 895-911. 

12. Kuznets, S., Economic Growth and Structure, (Heinemann: Lonrlon, 

1965), pp. 83-84. 

13. Hicks (Hicks, N. l., 'Is there a tradeoff between growth and basic 

needs?', op. cit., p. 18) warns: "Thel"e are considerable conceptual 

difficulties in measuring such rates of return on investments in 

human capital. The returns may be overstated because they capture 

the 'screening' effect of higher education, Hhich means that more 

hi ghly educated peopl e receive better paying jobs regardl ess of any 

true differentials in productivity . ' The high unemployment rate often 

found among highly educated people in some developing countries 

suggests that investments in education may not always raise 

productivity, parti cul arly in those countri es al ready possessing a 

large supply of educated persons." 
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14. Psacharopou1as, G. , 'Returns to Education', (Jossey - Bass: San 

Francisco , 1973), cited in Hicks, N. L., 'Is there a tradeoff between 

growth and basic needs?', op. cit . , p. 18. 

15. World Bank, 'World Development Report, 1980', op. cit., p. 49 . 

16. Correa, H., 'Sources of Growth in Latin !\merica', Southern Economic 

Journal, vol. 37, July 1970, pp. 7-31. 

17. Nadiri, r~. Ishaq., 'International studies of factor imports and total 

factor productivi ty: a bri ef survey,' Revi ew of Income and Wealth, 

Series 18, June 1972, pp. 129-154, cited in Hicks, N. L., 'Growth vs 

Basic Needs; Is there a Trade-Off?', op. cit., p. 986. 

18. Morawetz, D., Twenty-Five Years of Economic Development, (\~or1d 

Bank: Washington, D. C., 1977). 

19. Hicks, N. L. and Streeten, P. , 

search for a basic needs yardstick', 

'Indicators of development : 

op.cit., pp. 567-580 . 

the 

20. Isenman, P., The relationship of basic needs to growth, income 

distribution and employment : the case of Sri Lanka, (\~or1d Bank : 

21. 

22. 

23. 

24 . 

25. 

Washington, D. C., r~ay 1978, unpublished), cited in Hicks, N. L., 

'Grol1th vs Basic Needs : Is there a Trade-Off?', op. cit., p. 987. 

Ibi rI . , p. 987. 

Ibi d . , pp. 985-994 . 

Ibid., pp . 990-991 , (emphasis added) . 

Ibi d. , p. 992, (emphasi s adde d) . 

Hi ck s, N. L., 'I s there a tradeoff between growth and basic needs?', 

op. cit . , pp. 17-20. 

26. Hicks, N. L., 'Growth vs Basic Needs: Is there a Trade-Off?' , op. 

cit. , pp. 985-994. 
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27. Hicks, N. L., 'Is there a tradeoff between growth and basic needs?', 

op. cit., p. 20, (emphasis added). 

28. Hicks (Hicks, N.L., 'Growth vs Basic Needs: Is there a Trade-Off?', 

op.cit., pp. 991-992J observes: "The general finding of (the aboveJ 

analysis that life expectancy is at least as strongly associated with 

GNP growth as education indicators, is somewhat surprising. As 

pointed out, however, the education measures are hi ghly correl ated 

with life expectancy. For instance, the level of literacy explains 

more of the vari ati on in 1 ife expectancy between countri es than do 

variables such as GNP, calorie and protein consumption, the number of 

doctors or nurses per capi ta and the access i bil i ty of cl ean water. 

The levels of primary-school enrolment shows a similar high 

correlation, although not quite as significant as literacy..... The 

fact that literacy is highly associaterl with variances in the level 

of life expectancy has been noted by others. It seems reasonable to 

assume that greater 1 iteracy coul d ai din the understandi ng of the 

causes of ill health, and the causality links between inadequate 

sanitation, infection and disease. Thus, while improving literacy 

may rai se productivity directly, there may al so be very important 

long-term ga ins from improvements in 1 iteracy whi ch occur through 

improvements in health status." 

29. Hicks, N. L., 'Is there a tradeoff between growth and basic needs?', 

op. cit., p. 20 . 

30. Belsha\~, H., Population Growth and Levels of Consumption, (George 

All en and Um-/i n: London, 1954), p. 138. 

31. World Bank, '~'eeting Basic Needs : An Overview', op . cit., p. 3. 

32. d = price elasticity of demand for exports and is negative. 
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CHAPTER B : BASIC NEEDS IN CISKEI 

B.l INTRODUCTION 

This chapter gives a cursory analysis of the level of Basic Needs 

satisfaction prevailing in Ciskei, a distinctive territory in South 

Africa, and considers the relevance of an economic development policy 

deliberately directed at basic needs against this background. This is 

done largely as a case study for a potential Basic Needs strategy and, 

hence, the detail s of such a strategy are not discussed as such. The 

choice of Ciskei as an empirical focus is admittedly arbitrary, though 

not inappropriate, as Ciskei may be considered to be a fairly typical 

case study of an economically underdeveloped region in the Southern 

African, African and even global context. In the present introductory 

section a brief overview of the Ciskei economy will be presented and an 

attempt made to place Ciskei in a regional and international setting in 

terms of the level of its economic development. In the followng section 

(B.2) the economy of Ciskei will be discussed in the light of the Export 

Base, Location and Cumulative Causation theories discussed in chapters 2 

and 3, and in section B.3 the Ciskei economy will be analysed in terms of 

the "core" basic needs outlined in chapter 5. Finally, the relevance of 

a Basic Needs policy for Ciskei will be considered in section B.4. The 

discussion relies heavily on available statistical data, which are 

themselves presented in a statistical appendix to this chapter. 

Chartonl describes Ciskei as the region "situated on the eastern 

seaboard of South Africa between the Stormberg escarpment and the sea, 

the Great Kei river in the east and the Great Fish and Kat rivers in the 

west. It includes the black homeland created by the government of the 

Republic of South Africa in pursuit of its policy of 'separate 

development', as well as a white-owned corridor adjoining the Kei 

river". In area it is approximately 800 000 hectares, of which 13 per 

cent can be considered arable. 2 In 19BO Ciskei comprised only 530 000 

hectares (5 300km2). The remaining 300 000 hectares still to be 

consolidated from the Republic. In Dec 19B1 Ciskei became officially 

independent of the RSA; yet the districts of Herschel and Glen Grey 

(included in the BOO 000 hectares above) have not yet been ceded to it by 

the RSA. The de facto population of Ciskei in 19BO was estimated to be 

666 000 (virtually all Xhosa-speaking) persons3, giving a population 

density of 125,7 persons per square kilometer. 4 Of this population 

some 84 per cent were urbanised {living in proclaimed towns),5 the 
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principal urban areas being Mdantsane (population 159 000)6 and 

Zwe1itsha (population 29 000),7 both of which are adjacent to the 

"white" urban areas of East London and King William's Town respectively. 

In the general context of economically less-developed societies, this 

represents an exceptionally high rate of urbanisation. 

In 1980 the Gross Domestic Product (GOP) at factor cost was R131,98 

mill ion and the Gross National Product (GNP) at factor cost R340,79 

million. Hence, foreign factors receipts comprise a very important part 

of national income, \~hich is the result of the large number of 

cross-border commuters and migrants who live in Ciskei but work outside 

its borders in the Repub 1 i c of South Afri ca. Accordi ng to estimates 

there were in 1980 some 38 100 commuters 10 and 56 000 mi grants 11 , 

whi.ch together compri se about 14 per cent of the total popu1 ati on, or 69 

per cent of the economically active population of Ciskei .12 In the 

same year, nearly 45 per cent of the population was under the age of 15 

yea·rs13 and hence Charton concludes:" population growth will 

(thus) continue to put pressure on the economic resources of the region. 

It is calculated that approximately 8 000 ne\~comers may be expected to 

enter the 1 abour market each year between now and the turn of the 
century. ,,14 

In Table 8.1, the GOP of Ciskei according to the kind of economic 

activity at current prices is given for the years 1970, 1975 and 1980. 

In 1980 the largest proportion of Ciskei's GOP was generated by 

Manufacturing, namely 22,2%, compared with a figure of 8,3% for 

Agriculture and Forestry. Construction comprised 16,4 per cent of GDP 

and 0,1 per cent \~as made up by Electricity, Gas and Water. The 

remaining 53 per cent was contributed by the various services sectors of 

the economy: Trade and Cateri ng (3,6%), Transport (4,4%), Fi nanci a 1 

Sel'vices (7,2%), Public Administration (12,0%), Education (18,1%), Health 

(7,0%), and "Other Services" (0, 7% ). It may be noted in passing that the 

share of manufacturing is exceptionally high for an economically 

less-developed society. certainly in a South African context . 

The economically active15 (black) population of Ciskei according to 

industrial group is given for 1980 in Table 8.2. The corresponding rates 

were as follows: Agriculture (8,5%), t-1ining (1,1%), Manufacturing 

(20,6%), Electricity (0,4%) and Construction (3,4%); 37,8 per cent of 
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the economically active popul ati on was employed in the servi ces sectors 

of the economy: Commerce (10,3%), Transport (3,6%), Financing (0,7%) and 

Community, Social and Personal Services (23,3%). Unemployment in Ciskei 

is high, with 38 340 (28,15%) of the total economically active population 

given as "urispeci fi ed anti unemployed". 16 Furthermore, 79,65 per cent 

of the total population was not economically active. 

As Gross Domestic Product was only 38,7 per cent of Gross National 

Product in 1980, the importance of links with the economy outside 

Ciskei's borders cannot be ignored. Ciskei is heavily "dependent" on the 

South African economy at large, and especially on the "white" economy 

adjacent to its borders. Charton observes: "Geographers recognise four 

regions in the space economy of South Africa. The dominant region is 

centred on the southern Transvaal; it encompasses two-thirds of the 

national area, and contains all but three of its metropolitan nodes, it 

generates 75 per cent of the country's gross domestic product. The 

remaining three regions are centred on Cape Town, Port Elizabeth and East 

London. The latter is the most poorly developed, due to its peripheral 

location in relation to Cape Town and the principal region, which 

includes Johannesburg and Durban, its hinterland lacks the mineral 

resources and mining development characteristic of the principal region; 

it also 1 ack s the agri cilltural development characteri sti c of the regi ons 

centred on Cape Town and Port El izabeth. In South Africa regional 

inequal ities are pronounced; the East London region is one of the 

poorest of all .... In the same way that the East London metropol itan 

region is peripheral to the principal region at the national level, 

Ciskei and Transkei are peripheral to East London at the regional 

level. ,,17 " In terms of official regional development policy in South 

Africa, the entire territory of Ciskei forms part of the larger "Region 

0" which also comprises parts of the RSA and Transkei. This matter is 

discussed further in section 8.2. (See map following p.I '!!;.). 

In 1980 the GOP per capita of (black persons) in Ciskei was R195 at 

current prices18 and G~IP per capita R46419 . For a household of six 

persons thi s \~oul d mean an average househol d income of R236 per month or 

R2 784 per annum. Between the years 1975 and 1980, GOP and GNP per 

capita at current prices rose at an average annual rate of 17,9 and "16,0 

per cent respectiveliO, but real GOP and GflP per capi ta at 1970 

prices rose by 5,1 and 3,7 per cent, respectively, over the same 



- 177 -

period21 . However, per capita income levels differ markedly between 

large and small urban areas, as well as bet\~een urban and rural areas, a 

point that will be elaborated upon in section 8.3. 22 

Per capita incomes vary not only on a regional and urb.an/rural basi s, but 

are al so distributed unevenly between the households within each 

category. Thus some househol ds have above average income 1 eve 1 s, whi 1 e 

others have below average income levels. The Bureau of Market Research 

calculated that an average rural household of six persons in Ciskei 

received a monthly income of R146,97 in 1980, while the urban equivalent 

received R301,6523. The distribution of income within urban and rural 

areas is shown for 1980 in Table 8.3. An estimated 59 per cent of rural 

households and 20 per cent of urban households received less than Rl 600 

per annum (R133,33 per month), which was below the Householt1 Subsistence 

Level calculated for each category.24 

Household sizes also vary · considerably. In Table 8.4 the average 

household size for Ciskei in 1980 was 7 persons, and most households have 

between 5 and 8 members . On average, 20 per cent of households have 9 or 

more members. In r~dantsane, average househol d size is smallest, and the 

percentage of households of 9 members or more I·tas very much smaller (5%) 

than in the other locations in Table 8.4. 

In Chapters 5 and 6 it was argued that per capita income levels do not 

necessarily represent ideal indicators of the level of economic 

development of a country or region, because they fail to take into 

account distributional inequalities and ignore the extent to \~hich basic 

needs are sati sfied. However, the paucity of data often makes more 

comprehens ive stati sti ca 1 com pari sons diffi cult to achi eve. Hence, an 

attempt will be made here to place Ciskei in its regional, national and 

international setting on the basis of per capita income statistics only . 

While r ecognising that t ile value of such comparisons may be limited, they 

should not give rise to any seriousl y misleading distortions in the 

present instance . 

I n Table 8.5 the real GDP and GNP per capi ta income fi gures (at 1970 

prices) of the nine designated black states in South Africa are shown. 

In Table 8 . 6 they are expressed as percentages of the RSA figures for tile 

same years, as calculated in Table 8.9. In Table 8.7 the nine black 
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states are ranked in terms of GOP and GNP per capita; according to this 

ranking Ciskei is seen to occupy an intermediate ranking for the time 

period considered. In terms of real GOP per capita Ciskei's ranking 

re 1 ative to the ' other black states vari es from 2nd in 1976 to 5th 

position in 1977, but 3rd (the 1978 and 1980 values) or 4th (the 1975 and 

1979 values) would seem more realistic. Relative to the RSA, Ciskei's 

GOP per capi ta is very low, rang; ng fr·om 7,8 per cent in 1975 to 11,7 per 

cent in 1978 . The 1980 figure was 10,4 per cent. In terms of real GNP 

per capita relative to the RSA, the designated black states appear in a 

considerably more favourable light, but again Ciskei's performance is 

"average". Ciskei's ranking relative to the other black states varies 

from 4th (in 1976) to 6th position (1975 and 1980), but 5th (1977, 1978 

and 1979) would seem more realistic. Relative to the RSA, Ciskei's GNP 

per capita is still very low, varYlng from 20,8 per cent in 1975 to 29,1 

per cent in 1978. The 1980 figure was 25,9 per cent . This was 

considerably better than the relative position of GOP .per capita, which 

again emphasises the importance of foreign factor receipts for per capita 

income in Ciskei. 

As menti oned, the GNP per capita of Ci skei in 1980 was R46425 at market 

pri ces whi 1 e that of the RSA was R2 048. Hence GfJP per capi ta in Ci skei 

was 22,7 per cent of that in the RSA in 1980. In Table ?8 the GNP per 

capi ta of 125 countri es divi ded into five desi gnated 1 evel ·s of economi c 

development, according to World Bank classification, is shOlm for the 

year 1980; and this figure is also expressed as a per~entage of GNP per 

capita for RSA, which was $2 300 in 198026 . Clearly Ciskei does not 

conveniently fall into anyone of the specified level s of economic 

development . Ci skei 's GNP per capita is hi gher than the wei ghted average 

of the Low-income economies (11,3%), but considerably lovler than that of 

the Middle-income economies, as a percentage of the RSA's GNP per capita 

(60,9%). In Table 8.10 Low-income economies are defined as those with a 

per capita GNP less than $ 410 (17,8% of RSA) and Mi ddle-income economies 

with GNP per capita greater than this level. Ci.skei (22,7%) \~ould thus 

fall into the lower end of the "middle income" group of economies. Of 

the 125 countries listed by the World Bank, Ciskei would have ranked 10th 

from last among the 63 countries regarded as "Middle income economies", 

in terms of the GNP per capita observed for 1980. 27 
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In Table 8.11, the GNP per capita in 1980 of the 39 African states for 

which data are available in the 1982 World Development Report is shown, 

and the GNP . per capi ta as a percentage of the RSA val ue is aga i n 

ca1cu1ated. 28 The ranking of these countries relative to Ciskei in 

terms of GNP per capi ta can c1 earl y be seen. Fi rst1y, it shou1 d be noted 

that of the 33 ' countri es desi gnated "LO\~-i ncome economi es" above, 20 were 

in Africa. Only Libya ($8 640 per capita) had a higher GN~ per head than 

South Africa, but then the highly skew income distribution prevalent in 

oil-exporting countries in particular should be borne in mind in this 

case. Of the 40 countri es 1 i sted in Table 8.11, Ci skei ranked 27th on 

the basis of per capi ta income alone, and, hence, in an Afri can context 

Ci skei wou1 d appear to .perform sl i ght1y better than average in terms of 

income per head. While many African countries are ~lOrse-off than Ciskei 

in terms of GNP per capita, a significant number are better-off. GNP per 

capita in Ciskei was marginally lower than in the Southern African states 

of Zambia and Zimbabwe, fractionally higher than Angola and Lesotho, but 

considerably higher than Mozambique. As pointed out above, GNP per 

capita in Ciskei was only 22,7 per cent of that for South Africa as a 

who1 e. 

On the basis of GNP per capita alone it can, therefore, be inferred that 

Ciskei represents a fairly typical underdeveloped territory in a 

regional, African and global context. Chapters 5 and 6 discussed various 

measures perta i ni I1g to the degree of Basi c fjeeds sati sfacti on. But again 

very considerable statistical problems tend to be present in using such 

data for inter-country comparisons. However, two of these measures, 

namely adu1 t 1 i teracy and 1 i fe e'xpectancy at bi rth do 1 end themse1 ves to 

international comparisons in the present case, albeit to a limited 

extent. For examp1 e, definitional problems occur as to \~hat compri ses 

"literacy", while failure to register births or deaths may distort 

1 ife-expectancy values. A1 so, when such data are available for different 

countries or regions, they do not always refer to the same time period, 

thus aggravating the problems of comparability. 

No official or reliable figures for life expectancy at birth and adult 

literacy exist for the designated black states in South Africa and so it 

is impossible to 

done for GNP per 

rank Ciskei relative to the other black states as vias 

capi tao In the ·Page Report" 58 per cent of Ciskeians 

1970,29 and this compared favourably with were said to be literate in 
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the figure for the "whole of the Xhosa nation", which was 43,9 per 

cent. 30 Given a consi derabl e increase in expenditure on education, and 

the lower pupil/teacher ratios observed since 1970 (discussed in section 

8.3 below) it seems likely that the level of literacy has increased since 

1970. Evidence of this is provided in Table 8.12, where the literacy of 

the Xhosa aged 15 years and more is said to be 72,7 per cent in 1980. 

Given the fact that 1 i teracy for Ci skei in 1970 was hi gher than that for 

the "Xhosa nation as a whole", the 1980 literacy rate for Ciskei is 

unlikely to be lower than the 72,7 per cent for the Xhosa. 

Official literacy rates are not available for the other designated black 

areas in SOIJth Africa either, and, hence, an inter-regional comparision 

\~ith Ciskei, as was done for GNP per capita, is not possible. It is, 

however, possible to make a comparision on the basis of ethnicity, and in 

this regard the Xhosa would seem to fare comparatively well. Only South 

Sotho, with a literacy rate of 73,S per cent, rank higher than Xhosa out 

of the 11 ethnic divisions in Table 8.12, while the level of literacy of 

all black people in the RSA was, by comparison, 66,9 per cent. Hence, 

Ci skei 's perfonnance seems markedly better than the average black 

perfonnance in the RSA as a whole . 31 It should be realised, hO~lever, 
that the level of literacy in Ciskei is unlikely to be the same in all 

constituent areas of the territory. Thus, in 1970, the level of literacy 

appeared to vary from 50 per cent at Peddie, to 66,2 per cent at 

Keiskammahoek. In Mdantsane 55,3 per cent of adults were reported to be 

literate while in Zwelitsha the corresponding figure was 59 per 

cent. 32 Hence, the Page Report comments: "It is diffi cult to account 

for this phenomenon as it would nonnally be expected that the highest 

educational 1 evel would be obtained in the urban areas. ,,33 

In Table 8.13, the literacy rates for the designated levels of economic 

development, as distinguished by the \~orld 8ank (ahove), are shown for 

the year 1977. , Even at a 1970 level, of 58 per cent, Ciskei compares 

well in terms of adult 1 iteracy and \~oul d rank among the Mi ddl e-i ncome 

economi es, whose wei ghted average was 65 per cent in 1977. With a 1980 

1 iteracy rate of 73,S per cent or more, Ciskei's performance ,,!ould rank 

it amongst the very top middle-income economies and, hence, considerably 

higher than would be "expected" on the basis of GNP per capita alone. In 

Table 8.14 the literacy rates (where available) of the 39 African States 

for which data are given in the 1982 World Oevelopment Report are shown. 
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At the 1970 literacy rate, only Somalia, Tanzania, Zimbabvle and Tunisia 

fare better than Ciskei, while the 1980 rate of 73,S per cent is 

surpassed only by Zimbab\~e. Again Ci skei appears to perform much better 

than "expected" on the bas is of GNP per capi ta alone. However, when 

compared with Table 5.2.1 (above) Ciskei's position is slightly less 

favourable. Ciskei's literacy rate is considerably better than the 1976 

figures for Capital-Surplus Oil Exporters (50%) and Low-Income Economies 

(51%), but approximately equal to that of Middle-Income Countries (72%). 

Thi s was substanti ally lower than the 99 per cent adult 1 iteracy for 

Industrial Market Economies in 1976. 

Compari sions on the basi s of 1 ife expectancy at birth are even more 

tentative than those on adult literacy, on account of data problems. As 

official vital statistics registration is manifestly incomplete in the 

case of South Africa's black population, it is perforce difficult to 

calculate accurate measures of fertility and mortality, and, hence, life 

Science Committee of the President's Council 34 expectancy . 

reported that 

The 

the average life expectancy at birth of black people in 

South Africa in 1980 was 57,S years while for whites it is 55 years and 

for coloured people 59 years. The black figure \~as based on a death rate 

of 90 infants per 1 000 births during the first year after birth. In 

Mdantsane the comparable infant mortality rate was said to be 1 in 10 

(100 per 1 000 births) in 1978 . 35 Mdantsane was considered to be 

"probably the 'best' health area" in Ciskei, and, hence, infant mortality 

for Ciskei as a whole would probably exceed 1 in 10. Consequently it may 

be inferred that life expectancy at birth in Ciskei would be less than 

57,S years (the average South African black figure), but by 11011 much 

remains unclear. It is clear that the 1 ife expectancy at birth in Ciskei 

is also lower than that of whites and coloureds in South Africa as a 

\~hole. 

The position of l ife expectancy in Ciskei relative to other individually 

designated black areas in South Africa is uncertain . In Table 8.14, life 

expectancy at birth for South Africa as a whole is given as 61 years in 

1980, which is significantly higher than the expected level for Ciskei . 

In a broader context, Ciskei would seem to rate among the top 13 African 

countries which have a life expectancy at birth of 50 years or higher, as 

also shown in Table 8.14. This is much the same as -would be expected on 

the basis of GNP per capita alone. In a global context , Ciskei I~ould 
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seem to rank alongside the Low-income economies, which exhibited a 

I~ei ghted average of 57 years in 1980, and not the Mi ddl e-i ncome economi es 

with a wei ghted average of 60 years. Rel ative to the data in Tabl e 

5.2.1, Ciskei's life expectancy at birth of 57,5 years is again 

unsati sfactory, and rank s al ongsi de that of Capi ta l-Surpl us Oil Exporters 

(56 years) and Low-Income Countries (57 years) in 1979. This is 

significantly lower than Middle-Income Countries (61 years), Nonmarket 

Industrial Economies (72 years) and Industrial Market Economies (74 

years). This outcome is therefore different to that previously noted in 

the case of adult literacy. 

I n summary it may thus be concl uded that Ci skei di sp 1 ays the broad 

characteri sti cs of an economi cally underdeveloped regi on, ranking 

somewhere between a Low-income and Middle-income economy along the World 

Bank' global scale. While having a higher than "expected" Adult literacy 

rate, the Ciskei's GNP per capita and Life expectancy at birth would 

classify it as neither a well-off nor an exceptionally poor region. In 

section 8.3 of this chapter a more detailed analysis of basic needs in 

Ciskei will be attempted. As Ciskei would appear in many ways to display 

the characteri sti cs of a fairly "typi cal" underdeveloped economy, it may 

well follow that the Basic Ueeds features present there would be capable 

of yielding broad policy conclusions of fairly general application. 

Meanwhile, in the following section the characteristics of Ciskei's 

economy will be examined in terms of the Regional Growth theories 

discussed in Chapters 2 and 3. 

8.2 THE EXPORT BASE OF CISKEI 

Chapter 2 discussed an economic model where the rate of growth of 

regional exports was taken to be the primary determinant of the rate of 

growth of regional income . . In the simple Export Base model, exports \~ere 

shown to be the sole autonomous determinant of regional income, and all 

other elements were functions of income. But, in the analysis of the 

extensions of the Export Base model put forward by Tiebout, and Hartman 

and Seckler, this assumption was proved to be unrealistic. The 

autonomous base I.,as then expanded to incl ude internal determinants of 

income, such as internal investment and consumption, government 

expendi ture, and structural changes. It was concl uded that any general 

theory of regional income growth should consider both the autonomous and 

induced components of investment. 
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Such a conclusion is of considerable importance for regional economic 

pol icy. For exampl e, in the case of Ci skei, it wi 11 i nfl uence the 

importance of alternative development strategies on the region's economic 

growth perfonnance. It wi 11 detenni ne the direct impact of investment 

outside Ciskei (in both the adjacent Border region and the rest of South 

Afri ca) on Ci skei 's income (exogenous income growth), and on induced 

growth within Ciskei (endogenous income growth). It will also detennine 

the importance of autonomous internal factors for regional income growth, 

as well as the impact of investment in Ciskei at alternative locations 

( "i nternal growth poi nts II and lib order urban areas"), and the induced 

effects of thi s investment. The concl usions reached wi 11 i nfl uence the 

potential merits of a policy 

of a general strategy 

Ciskei/Border/Transkei region 

generated (endogenous) income. 

designed to increase Ciskei income as part 

of regional growth for the wider 

(Region "0"), or of increasing internally 

The Gross National Product (Income) at factor cost of Ciskei is shown for 

the years 1975-1980 in Table 8.15. In 1980, the GNP of Ciskei was R340,7 

million, of which R1l8,9 million (34,9%) was earned by (black and 

non-black) persons inside Ciskei, while R221,8 million (65,1%) was earned 

outside Ciskei. This compared \'1ith a 1975 GNP of R149,8 million, of which 

32,3 per cent of income was earned inside Ciskei, and 67,7 per cent 

outside. Between 1975 and 1980 there was thus a nominal increase in GNP 

of R190,9 million (or 227,4%). In Table 8.16 the real GNP of Ciskei at 

1970 pri ces is shown for the same peri od. Real GNP rose from R35,0 

million in 1975 to R47,6 million in 1980, an increase of 36% (or 6,3% per 

annum). Throughout this period, the largest share of income in Ciskei 

was earned outside Ciskei (exogenous income), which fell from 67,7 per 

cent of total income in 1975 to 65,1 per cent in 1980. 

Follo\'1ing the example of Black36 , let Y = Yx + Yn, where Y = Gross 

National Income, Yx = exogenous or autonomous income, and Yn = endogenous 

or induced income. From the expanded Export Base model, Yn = a + bY, 

where a and b are constants. Hence, Y = (a + Yx) / (l-b) and dY / dYx = 

1 / (l-b) = k, where k is the expanded Export Base multiplier. Thus 

regional (or, for that matter, national) income is equal to the level of 

autonomous income (the Export Base) multiplied by the expanded Export 

Base multiplier, k. A given increase in Yx causes Y to increase by a 

multipl e of k. 
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In Ci skei, the primary export can be sai d to be 1 abour (both mi grants' 

and commuters'). Income earned outs i de Ci skei is exogenous and two 

corrnnuter income37 (Yc) sources of exogenous income can be i denti fi ed: 

and mi grant income38 (Ym). Both commuter and migrant income are 

exogenous as they represent income earned from the export of labour to 

the "white" areas outside Ciskei. The remaining part of Gross National 

Income is earned inside Ciskei by black and non-black residents, and this 

can be said to be endogenous income (Yn). 

The components (Yc and Ym) of exogenous income (Yx) and endogenous income 

(Yn) are shown for the years 1975 to 1980 in Table 8.17. The Export Base 

multiplier is equal to dY/d(Yc + Ym), which, over the period 1975 to 1980 

is equal to 1,585. In other words, an exogenous increase in income of Rl 

000 woul d "cause" an increase of Rl 585 in the Gross National Income of 

Ciskei. This agrees closely with the annually calculated multipliers for 

the individual years in Table 8.17, as well as with Black's39 

calculation of 1,374 between 1970 and 1974. 40 

In Table 8.18, the exogenous, endo~enous and total Gross National Incomes 

are given for the nine designated black states in South Africa for the 

years 1975 and 1980, and Export Base -multipliers are calculated for each 

region, and for the regions as a whole. The Export Base multiplier of 

Ciskei for 1975 to 1980 appears slightly larger than the multiplier of 

1,44 for the black states as a group. The multiplier coefficient varies 

from 1 ,83 in Transkei to 1,21 in Kwazul u, but there Itoul d seem to be 

little direct relationship between the size of · the region and the size of 

the multiplier. Thus two relatively large regions, Transkei and 

Bophuthatsl"iana, have relatively large multipliers, but another large 

region, Kwazulu, has a relatively small multiplier. Similarly, 

Gazankulu, a small region, has a multiplier nearly as large as the much 

larger regions Ciskei and Venda. But none of these differences is very 

significant, which would appear to contradict the point made in Chapter 2 

that the larger a region, the relatively smaller its export base. 41 

However, the ·four de jure independent black states, Transkei, Ciskei, 

Venda and Bophuthatswana, all had 1 arger multipl i er coeffi cients than the 

five remaining black states . 42 
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It was noted above, that for every increase of Rl 000 in exogenous income 

(exports), total income in Ciskei \~oul d i ·ncrease by Rl 585. But not all 

of the addi ti onal R585 over and above R 1 000 is induced income. In 

terms of the simple Export Base multiplier, endogenous income is 

necessarily induced by the increase in exogenous income, as exports are 

assumed to be the only autonomous determinant of regional income growth 

(see Chapter 2.1). But according to the expanded Export Base multiplier 

(Chapter 2.3), part of the increase in endogenous income coul d actually 

be autonomous. Increased income in Ciskei could in principle be the 

result · of government expenditure, autonomous private investment and 

consumption, or past increases in internal income. These factors are all 

autonomous and unrelated to changes in the export base. Black argues: 

"all exogenous income is, by definition, autonomous income; there is no 

way in which an increse in exogenous income can cause increases in the 

production or turnover of local industries, without it being reflected as 

an increase in the endogenous income of the homelands. Endogenous 

income, on the other hand, is not necessarily equal to induced income. 

It is quite possible that, within a given time period, part of the 

increase in endogenous income could be autonomous. ,,43 To the extent 

that the endogenous increases in income are autonomous, the Export Base 

model as defined above will overestimate the induced effects of an 

increase in exogenous income on the national income of Ciskei. 

In Table 8.1 the Gross ·Domestic Product of Ciskei according to the kind 

of economic activity, and the percentage share of GDP of each activity, 

are shown for the years 1970, 1975 and 1980. It was observed in the 

Ciskei Commission (or Quail) Report of 1980: "Of the goods and services 

produced in the Ciskei, food and manufacture constitute less than a 

quarter, whereas half of the territorial output is comprised of publ ic 

admi ni strati on, educati on and fi nanci a 1 servi ces. Thi s contrasts with 

the normal structure of a low-income economy in which the two directly 

productive sectors (i .e. agriculture and manufacturing) typically 

constitute 50 or 60 per cent of the GDP,,44 The prime source of induced 

endogenous gro~lth \~ould intuitively be expected to be in the agricultural 

and manufacturing sectors, but the joint contribution of these two 

sectors rose only marginally from 26,7 per cent in 1970 to 30,5 per cent 

in 1980, while the individual share of agriculture and forestry actually 

declined from 16,3 per cent to 8,3 per cent over the same period. Thus 

the contri buti on of manufacturi ng rose s i gnifi cantly from 10,4 to 22,2 



- 186 -

per cent during this period. A principal source of autonomous endogenous 

expenditure would be expected to lie in government expenditure ( and in 

private investment), and it is therefore significant that the relative 

contribution of Public Administration, -Education and Health, rose from 

36,3 per cent of GOP in 1970, to 37,1 per cent in 1980, while 

Construction rose sharply from 7,0 per cent to 16,4 per cent over the 

same period. 

Thus, it can be concluded that an important source of endogenous income 

growth in Ciskei between 1970 and 1980 \~ould seem to have been autonomous 

rather than induced. Accordingly, the size of the Export Base multiplier 

over this period is likely to hve been smaller than otherwise suggested. 

Part of the increase in income must be attributed to autonomous 

endogenous factors, rather than being induced income resulting from 

increases in exogenous income. The same argument is 1 ikely to apply to 

the other designated black states in South Africa, and, hence, it may be 

concluded that the induced growth potential of an increase in exports in 

a terri tory 1 ike Ci skei is bound to be rel atively small. Increases in 

domestic income are due mainly to increases in exogenous income from 

connnuters and mi grants, and hence, as was suggested above, the growth of 

the Ciskei economy is heavily "dependent" upon the growth of the larger 

South African economy. This "dependence" \~ould seem to be more or less 

constant, as in 1970 exogenous income 

income and in 1980 was 55,1 per cent. 

comprised 67,7 per cent of Ciskei's 

Similarly, for the black states as 

a group, the corresponding percentage was 70,6 per cent in 1970 and 70,0 

per cent in 1980. Thus the Quail Commission concluded: "at its current 

state of development the Ciskei is more of a dormitory area for South 

African wage-earners and surplus population than it is a viable economic 
enti ty on its own. ,,45 

As a result of the evidently weak Export Base multiplier in Ciskei, t ltO 

al ternative development strategies may be suggested. Firstl y , attempts 

could be made to raise the size of the regional multiplier, so that 

induced endogenous income is increased. 46 In thi s way the effect of an 

expans i on in exports on total income would be enlarged by the thus 

increased induced endogenous income. Alternatively, the relatively small 

multiplier may be accepted as given, and efforts directed solely at 

raising the level of exports, i.e . effectively larger migrant and 

commuter income. 
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Since the publication of the Tomlinson 

the subsequent White Paper48 , the 

Commission Report of 195547 and 

policy of the South African 

government has been to encourage the decentral i sation of industri es, 

first to the black states themselves, then to the adjacent "border 

areas", and, more recently, to various "growth points" either within or 

on the borders of the black states . The "border areas" are in "white" 

South Africa, and black workers commute on a daily basis from homeland 

towns to the "white" urban areas. In Ciskei, this policy was responsible 

for the creation of large urban areas, principally at Mdantsane and 

Zwelitsha49 , and the significant increase in commuter income of 120,7 

per cent between 1975 and 198050 , although the number of commuters 

evidently increased from 34 600 to only 38 100 between 1977 and 

198051 . 8etl1een 1977 and 1981, the reported number of mi grant workers 

from Ciskei rose from 54 000 to 60 00052 (11 per cent), but migrant 

income increased by 117,4 per cent between 1975 and 198053. Thus in 

1980, 5,4 per cent of the de facto population of Ciskei appeared to be 

employed as .commuters54 and 8,4 per cent as migrants55 . But this 

13,8 per cent of the de facto population was responsible for 65,1 per 

cent of total income56 . Yet, because of the small Export Base 

multiplier, the induced effect of this exogenous income on endogenous 

income 11ithin Ciskei, was negligible. 

In the Ciske; tOl~nships adjacent to the "border areas", a large 

percentage of commuter income is spent in the "white" economy outside the 

territory of Ciskei, and, hence, induced investment resulting from 

i nCI"eased commuter expendi ture is 1 ikely to take pl ace in the "White" 

economy rather than in Ciskei. Because of this large leakage of income 

from Ciskei, "border" industries, while being the greatest source of 

exogenous gr0l1th in Ciskei, "11 so 1 imit the induced endogenous growth 

potential of the region. 

The Export Base multipl ier is low because commuters in the "border areas" 

tend to consume goods bought in the "White" commercial areas rather than 

in Ciskei. This propensity to import consumer goods is likely to be 

lower at · internal "growth points" than "border areas", simply because of 

the greater distance to the white shopping centres. Hence, a greatel" 

proportion of wages earned at internal "growth points" is likely to be 

spent in Ciskei than in the case of commuter income, and the induced 

effect of the multiplier is thus likely to be larger. As a result, 
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ceteris paribus, a suggested strategy designed to increase the size of 

the Export Base multiplier, is that industrial development should be 

concentrated at "growth points" within Ciskei rather than in "border 

areas". But the difference in the size of the multiplier at internal 

"growth points" relative to that in "border areas", is likely to be 

reduced by the fact that many of the consumer goods bought i nsi de Ci skei 

are likely to have been imported from outside the region in the first 

place. Hence, the leakage of income at internal "growth points" is also 

likely to be comparatively large. But this leakage will not eliminate 

the positive ' effect on the multiplier of internal "growth points" 

completely. Even if all consumer goods were imported, the multiplier 

would be increased by at least the profit margin on sales of consumer 

goods accruing to Ciskeian businessmen. However, if a Basic Needs policy 

were adopted ' then, on the arguments presented in Chapter 5, the 

propensity to import should be reduced57 , and, ceteris paribus, the 

multiplier increased accordingly. 

A second factor affecting the size of the Export Base multiplier is the 

import content of any given increase in autonomous expendi ture. 

Autonomous investment at first increases income by an amount equal to the 

wages and profits thus received. But in a regional context, these 

increases may "leak out" of the region in the form of capital imports as 

well as profit (or 11age) remittances, and hence the increase in 

autonomous regional income may be less than the increase in autonomous 

investment. In an underdeveloped region, 1 ike Ciskei, the hi gher the 

capi tal /1 abour rati 0 of autonomous investment, the greater wi 11 be 

1 eakages resul ti ng from capi ta 1 imports, and the lovler wi 11 be the 

multiplier. Conversely, the more labour-intensive (low capital/labour 

ratio) is investment, the greater will be the multiplier, ceteris 

pari bus, because of the high propens i ty to consume associ ated with 

labour-intensive industries. 58 

In the "border areas" only the wage component of autonomous investment 

accrues to Ciskei, profits and capital expenditure being confined to the 

"white" economy. It is possi b 1 e that the impact of autonomous investment 

at internal "growth points" is similar, depending as it does upon "the 

effect that different ratios of the value of capital to that of labour 

may have on the import content of autonomous expenditure". 59 The 1 ower 

the capi ta 1/1 abour rati 0, the lower the capital import content of 
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autonomous expenditure will be and the greater will be the propensi ty to 

consume, and, hence, the larger the resultant increase in income. 

A rough estimate of capital /1 abour rati os for Ci skei may be made by 

comparing the total capital investment per estimated (black) employment 

opportuni ty, created by i ndustri es in "border areas", wi th the total 

capital investment per (black) employment opportunity created inside 

Ciskei. Using this method, the capital investment in the "border areas" 

of Ci skei up to 19B1 was found to be Rll 37260 per black employment 

opportunity, while that in industries established inside Ciskei was 

R10 1i0661 per employment opportuni ty. Thi s woul d tend to suggest a 

lower capital/labour ratio for industries inside Ciskei than in "border 

areas". Hence, the size of the multiplier in internal "growth points" is 

1 ikely to be greater than in "border areas", because of the 1 ower import 

content and greater propensity to consume of autonomous expenditure. A 

strategy designed to raise the size of the Export Base multiplier could, 

therefore, be aimed at shifting the preponderance of autonomous 

investment from "border areas" to internal "growth points". 

However, strategies designed to increase the size of the multiplier by 

directing investment towards internal "growth points"may ignore the 

possibility that these positive factors affecting the size of the 

multi pl i er coul d be more than offset by the possi bil i ty that autonomous 

i ~vestment in "border areas" may be more 1 ikely to induce further 

investment, and, hence, further commuter employment and income (the 

so-called "super-multiplier,,62). As a result, the increase in total 

income in Ci skei may be greater, after all, if autonomous investment 

takes place in "border areas" than at internal "growth points".63 In 

this case a development strategy for Ciskei should, of course, rather be 

directed at concentrating investment .in the "border areas" than the 

interna 1 "growth points". 

The consequences of these factors' for the adopti on of a regi onal 

development strategy for Ci skei are consi derabl e. Firstly, it has been 

shOl1n that the growth of income in Ciskei has been closely linked to 

development in the South African economy, and, in particular, to 

development in the "border areas" of Ciskei - as evidenced by the 

continued dominance of commuter and mi grant income as a proporti on of 

GNP. But the "spread effects" of the growth of commuter and mi grant 
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income on the internal economy of Ciskei have been limited. 

of conmuter income is spent outsi de the borders of Ci skei 

multiplier effect of increases in commuter income is 

elsewhere, and the induced effects inside Ciskei are small. 

A 1 arge part 

and thus the 

. experienced 

Hence, whi 1 e 

commuter and migrant income are an important source of exogenous income 

growth, their effect on endogenous growth is rather limited. This would 

seem to suggest that exogenous investment shoul d rather be attracted to 

internal "growth points" within Ciskei, where the exogenous increase in 

income woul d be the same as in the "border areas", but the endogenous 

effect shoul d be greater because of hi gher propensiti es to consume, a 

lower import content of consumption, and lower capital/l abour ratios. 

But the possibl e existence of a "super-multipl i er" in "border areas" 

means that the total effect on income of investment there may be greater 

than for equal 

of the hi gh 

investment at internal "growth points". However, because 

1 eakages from Ci skei in "border areas" , a strategy 

concentrati ng on the sunni sed "super-multi pl i er" effect of investment 

there would increase the "dependence" of the Ciskei economy on the 

"white" South African economy. Economi c growth woul d, therefore, seem to 

be promoted at the expense of economic independence. Conversely, a 

strategy directed at investment at internal "growth points" \~oul d seem to 

promote economic independence at the expense of economic growth. 
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Because of the 1 imi ted impact of the "border" industry strategy on the 

"internal" economy of Ciskei, the Ciskei government adopted an internal 

"growth point" strategy in the mid-1970's, which is summarised below. 

PROPOSED GROWTH-CENTRE STRATEGY FOR CISKEI 

Desi gnati on of 

central p1 aces 

Admini strative 

capital 

Industri a1 

capital 

Regional centres 

Hard tOlms 

Existing 

border tOlms 

Local agri cultural 

villages 

Principal 

touri st centre 

Name of centre 

Alice 

Midd1edrift 

Sada, Seymour, 

Peddie, Mt Coke 

Proposed functions and comments 

Parliament, government offices and 

universi ty 

Industrial and business centre, 

magistracy; will eventually 

coalesce with A1 ice, 14km away . 

Magistracy, hospital, secondary 

schools, police, post office, 

clinic 

Bull Hoek, Heald Retail trade, primary and secondary 

TOlin, Kamastone, 

Newtonda1 e, etc . 

Mdantsane, 

Zwe1 itsha 

About 32 centres 

Hamburg 

schools, police, post office, 

clinic. 

No further growth to be encouraged 

Farming 

primary 

c1 inic. 

services, 

school s, 

retail trade, 

pas t offi ce, 

Holiday resort, yacht basin, casino 

and conference centre. 

The object of this strategy was to concentrate exogenous and endogenous 

economi c growth wi thi n the borders of Ci skei, so that "1 eakages" mi ght be 

minimized and "spread" effects maximized. But, the capital cost of tile 

Alice and Midd1edrift projects alone was estimated at R100 million 

each 65 . Gi ven a gross fi xed investment by the C i skei government of 

R8,6 million in 1976, and a total gross fixed investment by both the 
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Ciskei and South African governments of R24,0 million in the same 

year66 , such investment would seem to be totally beyond Ciskei's 

resources. In 1979 industrial output in Ciskei was limited to 31 

factories established at a total cost of R23 million.67 Most of these 

factori es were located at Dimbaza under the "agency system" - where 

incentives provided to industrialists included loan capital at an 

interest rate of 3,8 per cent, annual factory rentals of 6,8 per cent of 

construction cost, 40 per cent rebate on railway tariffs, relocation 

grants, a 7 per cent price preference on government tenders, and income 

tax relief convertible into cash grants if "insufficient" profits were 

earned68• In March 1981 total capital investment in all industrial 

undertakings established with the aid of concessions in Ciskei was R32,6 

million69 , and 3 076 black employment opportunities70 had been 

created, giving an investment per job opportunity of R10 606, as was 

mentioned above. Of these employment opportunities, some 21,3 per cent 

were in food, beverages and tobacco manufacture, 37,2 per cent in 

textil es and 1 eather, 18,4 per cent inwood and wood products, 0,6 per 

cent in paper products, printing and publishing, 3,6 per cent in 

chemical s and chemical products, 0,9 per cent in non-metall ic mineral 

products, 6,1 per cent in basic metal industries, and 11,9 per cent in 

fabri cated metal products)l 

Manufacturing comprised 10,4 per cent of GDP in 1970 and 22,2 per cent in 

1980. 72 However, in terms of GNP, which is a more significant measure 

of economic welfare, the impact remains 1 imited. The absol ute si ze of the 

manufacturi ng sector cannot be deemed "1 arge". Despi te the possible 

advantages of an internal "growth-centre" policy in respect of the 

multiplier, such a policy is likely to have only limited effect in the 

light of the previous success of Ciskei in attracting manufacturing 

industry. The proposed massive investment at a "grol1th centre" 1 ike 

Mi ddl edrift (or anywhere el se) woul d hardl y seem economi ca 11 y justfi ed . 

Such investment would simply duplicate existing infrastructure e.g . at 

Berlin (just beyond the Ciskei border) and Dimbaza, and the return on 

such capital is likely to 

development projects like 

provision. 

be lO~1 relative to similar expenditure on 

irrigation, agriculture and Basic Needs 

The 1 imited success of attempts to attract manufacturing industry to 

Ciskei can be attributed largely to locational disadvantages prevailing 
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there. In Chapter 3 an analysi s of the factors affecting location \~as 

made and vari ous theori es of 1 ocati on were di scussed. The pri nci pal 

factors affecting location were identified as transport costs, the 

s i tuati on of inputs and markets, internal and external economi es of 

scal e, and aggl omerati on economi es. It was concl uded that fi rms woul d 

tend to locate near markets, input sources, and areas of agglomeration, 

\~here economies of scale are concentrated, and risks are minimised. The 

location of manufacturing \~ill tend to be confined largely to existing 

areas of economi c concen trati on, and economi c growth is, therefore, 

cumulative by nature. Rapidly growing regions will continue to grow, 

while areas in which there is little economic activity will stagriate . 

This conclusion was then elaborated upon in the Principle of Cumulative 

Causation. 

The "growth-centre" strategy and the "agency system" of incentives are 

designed to overcome the disadvantages of locating in Ciskei. The 

incentives to industrialists , (summarised above) were designed to overcome 

high transport and capital costs, to compensate for distance from markets 

and factor inputs, and the absence of economies of scale and 

aggl omerati on economi es in Ci skei . Despi te these 'incentives, on ly 1 imted 

success in attracting manufacturing industries was achieved. This can be 

attributed, in part, to the "psychic income" factors affecting location 

discussed in Chapter 3. It was concl uded that "firms may not locate at 

the optimal profit-maximising location if they believe it to involve 

greater risks than alternative 10cations,,73, and Richardson warned : 

"broadl y speak i ng the maj ori ty of indus tri ali sts wi 11 prefer to 

concentrate at estab 1 i shed i ndustri a 1 centres even if producti on costs 

are hi gher than at alternative si tes with few market access 

di sadvantages,,74; and, "personal consi derati ons may be important in the 

location decision.,,7S Locational decisions in Ciskei may have been 

influenced by the risks and "psychic" costs associated ~/ith locating away 

from areas of existing economic concentration, as \~ell as the political 

uncertai nty associ ated wi th the regi on's future. In additi on, there is 

the problem of a shortage of sk i 11 ed 1 abour, and the need for (white) 

management to commute from centres 1 ike East London, Ki ng Will i am' s TO\~n 

and Queenstown to Dimbaza . 

One possible response to the limited success of this policy is to suggest 

that the incentives offered to industrialists in the past have been 
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insufficient to compensate for the 10cationa1 disadvantages (both 

"psychic" and financial) of establishing manufacturing industries in 

Ciskei. Hence, all that would ,be required is for greater financial 

incentives to be offered to potential industrialists. This would seem to 

be the philosophy behind the recently adopted Regional Development 

Strategy for Southern Africa76 . The official map which is reproduced 

in this document follows after this page. 

In brief, this plan concentrates upon promoting industrial development in 

regions oth'er than the four main metropolitan areas of South Africa.?7 

South Africa (designated as "Southern Africa" in the official document) 

is divided into eight development regions, Region D comprising the 

Southern Transkei, Ciskei, the Border corridor, and the Eastern Cape 

including Port E1 izabeth. Of the eight regions, Region D is considered 

to be the region most 

and policy action. 

in need of economic development, state incentives 

Incentives for industrial development at nine 

"deconcentration" and "industrial development" points in Region D have 

been announced. These points include three interior "growth points" for 

Ciskei (Mdantsane, Dimbaza and Sadal and two "border areas" (East London 

and King William's Tovtn) , discussed above. ' In addition, the concept of 

regional development is broadened to include agricultural development, 

the growth of small industries and ' informal sector activities.?8 But 

the manner in which these additional dimensions to regional development 

are to be implemented is not yet specified, and, hence, Bekker, Black and 

Roux conclude: "The Plan leaves the impression that industrial 

development remains the main thrust of the regional development 

po1icy ."79 

This so-called "Good Hope Plan" therefore amounts to increasing the 

financial incentives for industrial decentralisation above previously 

proffered level s, so as to overcome existing ' locational disadvantages. 

The internal "growth points" of Dimbaza, Sada and Mdantsane offer 60 per 

cent rail rebates, employment incentives for seven years amounting to 95 

per cent of the total \~age bill \~ith a maximum of RllO per worker per 

month, training grants, an 80 per cent rental and interest subsidy for 

ten years, a housing subsidy of 60 per cent of the prevailing interest 

rate, a re-location allowance, and a 10 per cent ,price preference on 

government tenders. 80 Concessions at the "border areas" of Ciskei are 

less generous (a 60 per cent rail rebate, a subsidy of 80 per cent of the 
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total wage bill with a maximum of R100 per ~Iorker per month, a training 

grant, a 60 per cent rental and interest subsidy for ten years, a housing 

subsidy of 60 per cent of the interest rate, a re-location allowance and 

a 5 per cent pri ce preference on tenders81 ). The i nteri or "growth 

pOints" are given equal incentives to the Transkei an "growth points" of 

Butterworth, Umtata and eZibeleni which are only marginally better than 

simi 1 ar advantages at "growth poi nts" in the other bl ack states . 

However, the financial incentives offered in tlie (white) "border areas" 

of King William's TO\~n and East London do compare favourably with those 

offered in the (white) "border areas" in the rest of South Africa. 

However, it has been concl uded tha t the "Good Hope Plan" is 1 i kely to 

have 1 imited effect in overcoming the "psychic" and financial 

disadvantages of locating at Ciskei interior "growth points" as against 

(white) "border areas". Thus, Bekker, Bl ack and Roux concl ude: "whi 1 st 

the new decentral iza'tion pol icy may benefit the white border areas of 

East London and King William's Town, it is unlikely to bring about a 

significant redistribution of resources in favour of the rural areas of 

Ciskei: if anything, the policy may well increase Ciskei's dependence on 

the white economy of the Eastern Cape, thus exacerbating existing 

differences in income and employment between the urban and rural areas of 

Ci skei. ,,82 Hence, exogenous income growth may be expanded, but the 

effect on 'endogenous income growth may remain negligible. 

But, as was argued at the end of Chapter 7, an alternative strategy to 

reliance on industrial development would seem to be possible, namely, the 

expansion of the multipl ier through endogenous income growth by the 

adoption of a Basi clJeeds strategy. Such a strategy \~oul d concentrate on 

the producti on of goods and servi ces for whi ch there is a 1 arge internal 

demand in Ciskei, and, therefore, the consumption-leakages from the local 

producti on of Ba si c goods and servi ces shoul d be sma 11. Basi c needs 

shoul d be sati sfied by 1 abour-intens ive, low-import techni ques, and, 

consequently, the consumption-multi pl i er effect shoul d be enhanced , and 

the import-leakages reduced. Informal sector and small-scale production 

of Basic goods and services would be promoted, and this should not only 

lower the price of such Basic goods and services to consumers, but also 

1 O\~er the travell i ng costs of consumers to "whi te" commerc i a 1 areas, and 

thus raise the long-term endogenous growth potential of Ciskei . 
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In summary, an alternative economic development strategy should combine 

i ndustri al. development with the sati sfacti on of basic needs. Industri al 

development shoul d be encouraged, where possibl e, in the border "growth 

points" of Mdantsane, Sada and Dimbaza, so that maximum advantage may be 

obtained from both the expansion of the Export Base multiplier and the 

"super-multiplier" . Industrial development should not be seen as the 

only requirement for economic development. At the same time, endogenous 

growth should be encouraged by the satisfaction of basic needs (i .e. 

education, heal th, water supply and sanitation, . nutrition and shelter) 

within Ciskei. In this way progress towards a "threshold" of internal 

economic development that is conducive to self-sustaining economic growth 

may be achi eved. 

8 . 3 BASIC NEEDS IN CISKEI 

In Section One of this Chapter an attempt was made to place the general 

economic position of Ciske i and the extent, at least partly, of Basic 

Needs satisfaction there in a regional and international perspective. On 

the basis of a comparison of GNP per capita, adult 1 iteracy, and 1 ife 

expectancy at birth, it was concl uded that Ci skei occupi ed a fa i rly 

unexceptional position as an underdeveloped economy in terms of Basic 

Needs performance. But, a memorandum by Dr H. L. G. Thomas concl uded that: 

"~1any peopl e have inadequate means for bas i c survi va 1 and are 

consequently teetering on the edge of a social precipice. ,,83 In this 

section an attempt will be made to examine those "core" basic needs 

(erlucation, health, water supply and sanitation, nutrition ann shelter) 

outlined in Chapters 5 and 6, and an attempt will be made to assess the 

extent to \~hich each of these needs is satisfied in Ciskei. In Chapter 

5.2 various measures Itere suggested by which the level of Basic Needs 

satisfaction could be gauged. Where possible these measures \~ill be 

used, but unfortunately in the case of Ciskei they are not always 

available and, hence, have had to be supplemented by seemingly relevant 

data when necessary. 

8.3.1 Educati on 

In Chapter 5.2, adult literacy and primary school enrolment were 

suggested as potentially meaningful measures cif the satisfaction of the 

"core" basic need, education. In Section One of this Chapter, literacy 
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was shO\~n to be comparatively high in Ciskei in tenns of what might be 

expected on the basis of its level of ecomomic development as measured 

by GNP per capita. In 1970, 58 per cent of adult Ciskeianswere said to 

be 1 iterate, and by 1980 thi s was 1 ike1y to exceed the 72,7 per cent 

estimated for "The Xhosa". Thi s was deemed to be a very favourab1 e 

perfonnance in an international and African context and to compare well 

with that of all black people in South Africa as a whole. 

In 1980, 222 771 84 

popu1ation,85 were at 

pupi 1 s, 

school in 

or 32,3 

Ciskei. 

per cent of the total 

If all persons in the age 

group 5 to 19 years are consi dered to be of schoo 1-goi ng age, then .10,9 

per cent86 of the total population fell into this category. This 

compares \~ith about 21 per cent in economically developed countries. 87 

Approximately 28 - 29 per cent of the black population of South Africa is 

of school-going age and in 1979 24,4 per cent of blacks were at 

school. 88 Hence, actual school enrolment was proportionately much 

hi gher in Ci skei than the rest of South Afri ca - but so was the number in 

the potential school-going age group. 

In Table 8.19, primary school enrolment is shOlm for Ciskei for the years 

1977 to 1981. In Table 8.20 the number of black persons between the ages 

5 and 14 years (the seemingly relevant ages for primary school education) 

is given for 1980, and the primary school enrolment (as a per cent) of 

the population in this age group, is calculated. Between 1977 and 1981 

the number of primary school pupils per teacher in Ciskei dropped 

significantly from 50,4 to 43,4 and for each year the pupil/teacher ratio 

\~as more favourab1 e than for the "Independent B1 ack States", the 

"Self-governing B1 ack States", the RSA, or the total of the RSA and the 

Black States. Primary school enrolment, as a per cent of the number of 

black persons between the ages 5 and 14 years was also cons i derab ly 

higher in Ciskei in 1980 than for any of the other territories in Table 

8.20. In 1980, primary school enrolment in Ciskei was equal to 91,7 per 

cent of the black population between the ages 5 and 14 years. Such a 

rate was considerably higher than that for the Independent B1 ack States 

(82,5 per cent), the Self-governing Black States (81,0 per cent), the RSA 

(61,4 per cent), and the total RSA and Black States (73,7 per cent).89 

Hence, in tenns of this admittedly crude aggregate indicator, the basic 
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need for primary education in Ciskei would seem to be reasonably well 

satisfied in an absolute sense, as well as relative to the other black 

regions in South Africa. But ina global context Ciskei does not 

necessarily compare as favourably. In Table 8.21, primary school 

enrolment is expressed as a percentage of the appropriate age group90 

for the five designated levels of global develoment discussed in Chapter 

8.1, for the year 1979. Even the "Low-income economies", with a weighted 

average of 94 per cent, perform marginally better than Ciskei, and only 

"Other Low-i ncome" and "Hi gh-i ncome 0 i 1 exporters" perform 1 ess well. 

However, when compared with the (1975) figures in Table 5.2 Ciskei's 

performance is more favourable. Ciskei compares very favourably with the 

"Less-developed" (68 per cent) and "Semi-developed (major oil-producers)" 

(76 per cent) countries, but less well with the "Semi-developed 

(non-oil)" (102 per cent) and "Developed" (105 per cent) nations. 

Given the relatively high level of literacy in Ciskei suggested 

previ ously, such a performance is somewha t surpri si ng and suggests that 

while primary school education is sufficient to impart the basic skills 

of literacy, there is a relatively high drop-out rate even at this level 

of education. Thus Quail warned: "The first target, in view of the 

importance of effective 1 iteracy (which requires more than the 

theoretical first four years of school ing to achieve and to retain), 

should be universal education for the whole primary school period. "91 

In Chapter 5, it was stressed that a meaningful 

satisfaction should reflect outputs rather 

measurements reflect the output of education, 

indicator of Basic Need 

than inputs. Literacy 

whil e the pupil/teacher 

ratio and enrolment as a percentage of a certain age group reflect 

inputs. Measurements of inputs ignore the qual ity of these inputs and 

hence a further method of looking at the success or otherwise of 

education may be to examine the level of drop-outs and failures at 

different levels of education and, thus, the extent to which each level 

of education equips pupils for advancement to the next. 91a 

Using the number of pupil s enrolled in Standard 10 in a given year, 

expressed as a percentage of the number of pupil sin Standard 6 four 

years previously, Quail 92 found that for the years 1971 to 1974 an 

average of 13 per cent of black children in Standard 6 reached Standard 

10 four years later. This compared with 11 per cent for black children 

in the RSA, 17 per cent for Bophuthatswana, and 20 per cent for Lebowa. 
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Using a similar method, the number of Matriculation and Senior 

Certi fi cates awarded in 1978, 1979 and 1980 are expressed as a percentage 

of the number of Form III (Standard 8) certificates conferred two years 

previously (1976, 1977 and 1978) in Table 8.22. For Ciskei the figure 

was 27,9 per cent in 1978, 23,8 per cent , in 1979 and )4,5 per cent in 

1980. Hence, of the pupil s who passed Form III in 1976, only 27,9 per 

cent obtained Matriculation or Senior Certificates two years later. This 

figure decreased considerably for 1977 and 1978, although this may have 

been due to special (i .e. political) circumstances. 

It is interesting to note that except for 1978, when Ciskei's performance 

was marginally better than that of the Independent Bl ack States as a 

whole (26,7 per cent) and the RSA (21,5 per cent), Ciskei's performance 

is considerably worse than the other four territories defined in Table 

8.21 for the three time periods considered. In 1980, the number of 

,Matriculation and Senior Certficates awarded in Ciskei was only 14,5 per 

cent of the number of Form III Certificates two years previously and this 

was considerably less than the 29,1 per cent for the Independent Black 

States, 48,3 per cent for the Self-governing Black States, 53,9 per cent 

for the RSA, and 42,6 per cent for the RSA and Black States together. 

In Table 8.23 the number of Form III certificates conferred is expressed 

as a percentage of the Hi gher Primary certi fi cates a\~arded three years 

earlier. Ciskei's performance again compares poorly with the other 

territories or states in Table 8.22 for both 1979 and 1980. In 1979 the 

number of Form III certificates conferred in Ciskei was 54,9 per cent of 

the number of Higher Primary certificates in 1976, and only the RSA 

(37,9 per cent) fared worse. In 1980 Ciskei (29,8 per cent) again 

performed least well of the five territories in Tables 8.22 and 8.23. 

This compared with 55,0 per cent for the Independent Bl ack States, 55,4 

per cent for the Self-governing Blac!: States, 31,8 per cent for the RSA, 

and 47,3 per cent for the total RSA and Black States together. 

Hence, despite Ciskei's relatively favourable performance in a South 

African context in terms of 1 iteracy, pupil/teaciler ratios, and primary 

school enrolment as a percentage of bl ack persons aged between 5 and 14 

years, there is evidently a very high failure and/or drop-out rate at 

both primary and secondary school level. Thus, while the quantity of 

inputs may come close to satisfying the basic need for education, this is 
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less obviously so in tenns of results achieved. Such a conclusion is 

supported by Table 8.24, where the 1979 enrolment per given school 

standard in Ci skei is expressed as 

preceding (lower) standard in 1978. 

a percentage of enrolment in the 

For each standard (except Standard 

3, where there is an increase, and Standard 5, where the decrease is 

negligible) there is a significant decrease in 1979 enrolments from the 

enrolment one standard lower in the previous year. If these results are 

projected over a ch i 1 d's enti re potenti a1 school career, then a black 

pupil who entered Sub A in Ciskei in 1978 would have had only a 51,7 per 

cent chance of reachi ng Standard 5 si x years '1 ater, and a 14,3 per cent 

chance of reaching Standard 10 eleven years later. Given a Matriculation 

and Senior Certificate pass-rate of 67,6 per cent in 197993 , the 

chances of obtaining a Matriculation or Senior Certificate in the minimum 

twelve years of schooling are only 9,7 per cent. In Table 8.23, the 

hi ghest fail ure or drop-out rates were recorded in Standard 9 and 10 ', but 

there was also an extremely high failure/drop-out rate in Sub A. At 

secondary school level alone, the Quail Commission estimated the drop-out 

rate to be 87 per cent.94 

As \~as stressed previously, the satisfaction of basic needs depends not 

only upon the quantity of facilities available, but also on their quality 

and access to them, as well as the actual rate at which they are 

consumed. The extremely high failure and drop-out rates \~ould seem to 

indicate an inadequate quality and, certainly, use made of education 

despi te the increase in expenditure per pupil from R64 per annum in 

1977/78 to R94 in 1979/80. 95 If the number of schools in Ciskei is 

taken as an indicator of access to education (even though such a figure 

does not necessarily reflect geographical distribution), then access to 

LOIier primary and Higher primary education, for which there were 417 and 

340 school s respectively in 197896 , is vastly superi or to access to 

Junior secondary and Senior secondary education, for which there were 

only 91 and 14 schools respectively in 1978. 97 

An indicator of the qual ity of education may be the 1 evel of 

qual ifi cati on of teachers. Not only is it important that pupil /teacher 

ratios be low, but teachers should also be adequately qualified for the 

level at which they teach . In Ciskei, the total number of black pupils 

per teacher fell from 46,0 to 40,1 betv/een 1977 and 1981. 98 Primary 

school enrolment per teacher fell from 50,4 to 43,4 over this period99 , 
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while for secondary school and teacher training students the ratio fell 

down 33,S to 32,1.100 But the qualifications of teachers remained 

seemingly inadequate. For example, Quai1 101 estimated that one-third 

of b1 ack teachers \~ere teachi ng beyond the 1 imits for whi ch they are 

trained or academically qualified. 

In Table 8.25, the qualifications of teachers for South Africa as a whole 

(exc1 udi ng Transkei and 80phuthatswana) is shown. Althou gh teacher 

qualifications show a marginal improvement between 1976 and 1979, with 

83,1 per cent of teachers be,ing professionally qualified in 1979 as 

compared to 80,7 per cent in 1978 and 81,0 in 1976, the qualifications of 

teachers remain very low. In 1979, 52,8 per cent of teachers possessed 

only a Junior Certificate (Standard 8) or its equivalent, and 13,2 per 

cent had a Standard 6 qualification. Hence, 66,0 per cent of teachers 

possessed a Standard 8 qualification or less. This represented a 

marginal improvement on the 65,S per cent in 1978 and the 66,2 per cent 

in 1976. But the percentage of teachers possessi ng Ma tri cu1 ati on 

certificates or the equivalent plus Primary or Secondary teachers 

certificab~s was only 13,0 per cent (compared with 11,0 per cent in 1978 

and 12,1 per cent in 1976). The percentage of teachers with completed 

University degrees remained extremely low (2,1 per cent), as did those 

\~ho had not comp1 eted their degrees (1,6 per cent). 

Thus the vast majority of black teachers in South Africa are really only 

qualified to teach at primary schools at a time when the demand is 

i ncreasi ng1y for secondary school teachers. Accordi ng1y, teachers are 

increasingly called upon to teach at levels for which they are 

inadequately qualified. In 1978, of the 4 391 102 teachers in Ciskei, 

1 046103 , or 23,8 per cent, were employed in secondary schools, and of 

these only 15 per cent had University degrees. 104 Of the primary 

school teachers, 96 per cent were "professionally qua1ified".105 
According to the South African Department of Education and Training, 

enrolment and qual ifi cati ons of primary school teachers "wi 11 be 

suffi ci ent to meet the grO\~i ng demand for school i ng and wi 11 1 ead to 

improvements in the ratio of qualified to unqualified teachers and in the 

rati 0 of teachers to pupi 1 s. ,,106 

In 1980 there were 5 303107 teachers in Ciskei, 1 411 108 (22,6 per 

cent) of whom were in secondary schools. Thus, while the position of 
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primary education is itself far from satisfactory from the point of 

meeting the effective basic need for education, the position of secondary 

educati on woul d appear to be even worse. Accordi ngly, Quai 1 concl uded : 

"It seems clear that the alarming drop-out rate (87 per cent) at 

secondary school is a consequence of the shortage of qualified teachers. 

The commission suggests that the Ciskei government should give the 

highest priority to · this problem, and should, if at all possible, 

increase both the size and number of bursaries available for secondary 

school teacher training at Fort Hare university and the Lennox Sebe 

teacher training college.,,109 

In Ciskei, teacher . training courses are provided at the University of 

Fort Hare (not yet under Ciskei authority) and six teacher training 

colleges. In 1978 2 561 students \~ere enrolled at the teacher training 

colleges,110 but by 1980 this had fallen to 2 115. 111 In 1980, 293 

students at Fort Hare out of a total of 3 030112 were enrolled in the 

Faculty of Education, compared with 112 in 1976 and 185 in 1978. But 

only one-fifth of students at Fort Hare were from Ciskei itself.113 In 

1979, 61 degrees, diplomas and certificates were conferred by the Faculty 

of Education at Fort Hare, compared with 30 in 1976 and 62 in 1977. 114 

To hel p overcome the general shortage of senior secondary teachers wi th 

degrees, the Department of Educati on and Training recently establ i shed a 

senior secondary co·urse for aspirant teachers with · a matriculation 

certifi cate . 

In summary, the basic need for education in Ciskei would appear on closer 

examination not to be as sati sfactorily met as may be suggested by the 

relatively high level of literacy. While enrolment rates are high in a 

South African context, they are not necessarily so in a global sense and 

the failure to adequately satisfy the basic need for education, 

especially in qualitative terms, is reflected in a high failure and 

drop-out rate at both the primary and secondary levels of education. 

This failure is partly the result of the extremely high proportion of the 

Ciskei population that is of school-going age, which has resulted in poor 

access to and a low quality of education. Hence, the consumption of 

education services remains 10\~ and education continues to represent an 

important area of concern for any Basic Ueeds policy directed at Ciskei. 
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8.3.2. Health 

In Chapter 5, 1 ife expectancy at birth (years) and infant mortality rate 

(per 1 000 1 ive births) were suggested as measurements of the "core" 

basic need, health. In Chapter 8.1, it was tentatively concluded that 

1 ife expectancy at birth in Ci skei wou1 d be 1 ike1y to be 1 ess than the 

national figure ' of 57,5 years, and infant mortality greater than 100 per 

1 000 live births, the estimated rate for Mdantsane in 1978. 115 

Furthermore, the South African Medical Journal in 1979 reported that "in 

South Africa as a whole half of all blacks who die are less than five 

years old, compared to 7 per cent in the case of the white group. Using 

1976 figures, (the report) gave infant mortality rates for whites as 19 

per thousand births, compared to a coloured rate of 112 per thousand 

births. Figures for blacks were not available. (The report) noted that 

infant mortality rates dropped dramatically in urban areas or when good 

clinic services were avai1ab1e •..• ,,116 

Such indicators cannot provide an absolute measurement of the extent to 

which health as a basic need is satisfied in Ciskei at any given time. 

However, it is clear that the life expectancy at birth in Ciskei is 

lower, and the infant mortality rate higher, (and therefore the state of 

health 1 ess favourab1 e) than that of \~h 'ites and coloureds in South Afri ca 

as a whole. But Ciskei's position ,relative to the other black areas in 

South Africa is uncertain. 

Unfortunately, further empirical data relating to the state of health in 

Ciskei or the .other black regions are not readily available. Hence, it 

is necessary to look at whatever data are available in relation to the 

inputs for health services, as well as those related to results (outputs) 

before further conclusions can be drawn. In Table 8.26, the number of 

people per clinic and per hospital bed is shown for ten designated black 

areas in South Africa. 

Perhaps the most basic medical service that can be provided is a clinic, 

and in the cited 1979 report of the South African Medical Journal, it was 

suggested that infant mortal i ty rates dropped dramati cally when good 

clinic services were available. Hence, the extent to which the basic 

need, health, is satisfied can be expected to be positively related to 

the availability of clinic services. In 1981 there were 92 clinics in 
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Ciskei, thus giving 7 275 persons per clinic. Ciskei's performance in 

thi s respect therefore compared favourably I'lith that of the other bl ack 

areas in ,Table 8.26. Only Kangwane (5 181 persons per clinic) and Venda 

(7171 persons per clinic) appeared in a more favourable light, and 

Ciskei's performance ~Ias considerably better than that of the remaining 

seven black states. 

In terms of persons per hospital bed, Ciskei's position is less 

impressive. In 1978 there was a hospital bed occupancy rate of 88,4 per 

cent in Ci skei.1l7 In 1981 there were 338 Ci skei ans for every hospi ta 1 

bed available. Only Qwaqwa (639 per bed) and Lebowa (337 per bed) 

performed 1 ess favourably. Kangwane (194 per bed), Bophuthatswana (224 

per bed) and Venda (244 per bed) all did considerably better. 

But such figures do not give any idea of the distribution of health 

facilities . Visagie1l8 found that 70 per cent of all children born in 

Ciskei in 1978 were born in clinics' or hospitals, which suggests that at 

1 east 70 per cent of Ci skei inhabitants were withi n reach of such 

facil i ti es . The same survey found that 80 per cent of Ci skei women were 

in favour of having their children born in a clinic or hospital. Hence, 

\~hen the 20 per cent not in favour of having their chil dren born in a 

clinic of hospital are included, access to a clinic or 'hospital would 

seem to be somewhat hi gher than 70 per cent. 

But not all indicators of distribution are as favourable. Quail 

concludes: "The present distribution of health facilities no longer 

matches that of the population in the Ciskei, which has been disturbed in 

recent years by extensive resettl ements.,,1l9 Thus, in evidence to the 

Quail Commission, Ciskei's Minister of Heal th stated that there was no 

doctor within reach of the Thornhill-Sada-Ntabethemba area, where some 7 

or 8 per cent of the total Ciskei population live. 120 If one 

recogni ses that "over 80 000 peopl e have been resettl ed in the Ci skei 

rural areas between 1973 and 1980 in the course of the homelands 

consolidation",12l then the health facilities ava.ilable to this 12 per 

cent of the total Ciskei population can also be expected to be largely 

inadequate . A further disturbing , factor is that in 1977 government 

expenditure on health services outside the black states was R30 per head 

of population - nearly three times greater than the Rll per head of 

population in Ciskei. 122 
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To the extent that infant mortality rates are negatively related to the 

availability of clinic services as suggested above, Ciskei is relatively 

well-endowed vis-a-vis the other black regions in Table 8.26. However, 

infant mortality in Ciskei is very high when compared to whites in South 

Africa and as well as on a global scale. In 1980, infant mortality in 

"Low-income economies" was 94 per 1 000, in "Middle-income economies" 80 

per 1 000, in "High-income oil exporters" 99 per 1 ODD, in "Industrial 

market economies" 11 per 1 000 and in "Nonmarket industrial economies" 25 

per 1 000.123 In Table 5.2.2 the 1975 infant mortality per 1 000 live 

births was 19 in "Developed Countries", 60 in "Semi-developed (non-oil)" , 

and only the figure of 116 per 1 000 births in "Semi-developed (major 

oil-producers)" and 124 in "Less-developed" nations is comparable with 

Ciskei's performance. 

Against this background, cl inic services are therefore still inadequate 

in Ci skei. As far as the qual ity of health servi ces is concerned, 

Ciskei's position would appear less favourable. However, to arrive at a 

more reliable assessment of the level of basic needs in this respect one 

woul d 1 ike to have more detai 1 ed i nformati on about both curati ve and 

preventative services in Ciskei. Furthermore, some, areas of Ciskei are 

better endO\~ed with hea ltll servi ces than others. Present i ndi ca ti ons 

are, however , that the basic need, health, is inadequately satisfied in 

Ciskei and any purposive Basic Needs strategy would have to take this 

deficiency into account . 

8.3.3 Water Supply and Sanitation 

In Chapter 5, infant mortality and the percentage ' of the population with 

access to clean water and sanitation facilities , were suggested as 

measurements of the joint "core" basic needs, water supply and 

sanitati on. I n Chapter 6, the posi tive correl ati on between infant 

mortality and diseases related to poor water supply and waste disposal 

was emphasised. Hence, a close relationship bet\~een the 1 evel of 

satisfaction of the "core" basic need , health, and those of water supply 

and sanitation, was indicated. 

In the previ ous secti on, the paucity of data rel ati ng to the quantiti atve 

assessment of health conditions in Ciskei was noted. The same problem 

would appear to be true , a fortiori, for water supply and sanitation, and 

• 
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pub 1 i shed data re 1 ati n9 to the proporti on of the popul ati on with access 

to sanitation facilities and clean water are difficult indeed to obtain. 

Previously in this Chapter, infant mortality in Ciskei was deemed to 

exceed 100 deaths per 1 000 live births. Moreover, in the preceding 

paragraph, the basic need, health, was concl uded to represent a high 

priority relative to white South African as well as global standards. To 

the extent that inadequate water supply and sanitation are contributory 

causes of high infant mortality rates, the satisfaction of these "core" 

basic needs in Ciskei can be said to be complementary, as was discussed 

in Chapter 6. 124 Not only does the joint basic need of water supply 

and sanitation appear to be an imperative of development policy in 

Ciskei, but more quantitative information on the subject is clearly a 

necessity. 

8.3.4 Nutrition 

In Chapter 5, it was suggested that the basic need for nutrition might be 

measured by calorie consumption (per head per day) and protein 

consumption (grams per head per day). But, as was the case with the 

other "core" basic needs discussed in this Chapter, the available data 

for Ciskei in respect of these indicators are limited . No published 

statistics on calorie or proteinconsumption as such \~ould seem to exist, 

and thus less direct substitute indicators have been investigated . 

In Chapter 6, nutritional deficiencies \~ere said to be the outcome of 

three underlying factors: i nadequate income levels, the suboptimal use 

of income, and the suboptimal use of food. Despite the fact that a 

consi derabl e part of annual expenditure in cash and consumpti on by black 

households in Ciskei are on food, nutrition \-/ould seem to be poor. The 

extent and causes of this deficient nutrition will be investigated in 

thi s section. 

In Table 8.27, household expenditure on food is shol'/n for a sample of 

_households divided into Large Urban Areas, Small Urban Areas, and Rural 

Areas, and into five groups according to income levels. On the basis of 

this data it is evident that household income levels are much higher, on 

average, in Large Urban Areas than Small Urban or Rural Areas. The 

average total expenditure per househol d was R3 732,41 in Large Urban 

Areas, Rl 693,21 in Small Urban Areas, and Rl 956,00 in Rural 
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Areas. 125 Of this total expenditure, a large proportion was clearly 

spent on food; this being given as 37,9 per cent, 49,7 per cent, and 

43,4 per cent, in Large Urban, Small Urban, and Rural Areas 

respectively. As a result of involuntary resettlement of people, the 

Small Urban Areas inC i skei may well represent more poverty than the 

Rura 1 Area s • 

The proportion of total expenditure allocated to food rises sharply as 

the average level of household incomes declines. Thus, in Large Urban 

Areas expenditure on food rises from 28,7 per cent in the highest income 

groups to 53,2 per cent in the lowest . In Small Urban Areas and Rural 

Areas the corresponding increases are from 32,9 per cent to 70,4 per cent 

and from 29,8 per cent to 61,0 per cent respectively. Simil arly, the 

percentage of (average) househol d expendi ture on food ish i gher in the 

Small Urban and Rural Areas than in the more prosperous Large Urban 

Areas. As would be expected, however, expenditure per household on food 

in the hi gher income groups is si gnifi caritly greater than that of the 

lower income groups. 

The significance of these observations is evident when the distribution 

of households within each category (above) and for each income group is 

considered in Table 8 . 28. The greatest proportion of households in each 

category is clearly in the lower income groups. But it is in the lower 

income groups that the greatest portion of expenditure is on food . Thus, 

in Large Urban Areas, 60,6 per cent of the sample groups were 

concentrated in those income groups that appl i ed between 44,9 and 53,2 

per cent of their expenditure on food; 93,9 per cent of the sample group 

in Small Urban Areas spent between 40,5 and 70,4 per cent of their income 

on food; and 89,2 per cent of the sample group in Rural Areas spent 

between 42,1 and 61,0 per cent of their income on food . Thus, not only 

does the percentage of expenditure on food increase as income decl ines, 

but it is also in the lo\'/er income groups that the greatest proportion of 

the popul ati on in each 1 ocati ona 1 category \'1oul d seem to be found. 

These conclusions are supported by t\'10 studies of bl ack households in the 

nearby city of East London. 126 In 1970 , a sample of 7 571 households 

\~as found to allocate 39,9 per cent of their total expenditure to food, 

and in 1975, 30 153 househol ds spent 37,9 per cent of thei r income in 

thi s manner. Both these findi ngs support the results for Large Urban 



- 20B -

Areas discussed previously. Studi~s in South Africa's black states found 

that average expenditure on food varied from a minimum of 36,3 per cent 

(Bophuthatswanai to a maximum of 50,B per cent (Lebowa ).127 Studi es 

outsi de these states found a 1 o~/er average percentage of expenditure on 

food, reaching a minimum of 32,B per cent on the East and West Rand,12B ' 

where average income of black people is generally ' thought to be at its 

highest level in South Africa. 129 

Despite the prevailing high percentage of expenditure on food, there is 

evidence of widespread malnutrition in Ciskei. The cause of this would 

not seem to be an insufficient proportion of income spent on nutrition 

(the suboptimal use of income), but rather inadequate income 1 evel s as 

such. Thus , the Page Report stated that the average income of Ciskeian 

households in 1974 \~as "well below the 'meal ie-meal line' as opposed to 

the 'bread 1 ine', regarded by many as pure 1 uxury . ,,130 

In Table B.29, the percentage increase in average expenditure on food 

above that of the immediately lower income group, is shown for the three 

categories of places in Table B.27. In almost every case the percentage 

increase is significant as income rises , and in every case it is 

positive. This suggests that the need for food is not adequately met in 

the case of 10\~-income households, and, as a result, a significant part 

of increased income is spent on food. The large increases for the 

hi ghest-i ncome groups may of course refl ect a change from basi c to more 

preferred non-basi c (and more expens ive) foodstuffs. However, further 

evidence suggests that this is not the case, and that the basic need for 

food, for lm·/er-income groups at least, is not being satisfie d in Small 

Urban or Rural Areas, or even the more prosperous Large Urban Areas. 

Two indicators supporting such a conclusion are the high rate of i nfant 

mortality and the incidence of malnutrition in Ciskei. In Chapter B.l and 

B.3.2 it was noted that actual infant mortality rates in Ciskei are 

unknown because many births are not reported. In Mdantsane more than one 

in ten ch il dren were reported to di e in thei r fi rst year .131 Mdantsane 

falls into the more prosperous "Large Urban Area" classification of Table 

B.27, where average expenditure on food was Rl 412,44, compared \~ith 

RB4l,B4 and RB5l,72 in Small Urban and Rural Areas respectively, and it 

was concluded that infant mortality in Ciskei was likely to exceed 100 

per 1 000 live births . To the extent that infant mortality is the result 
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of poor nutrition, nutrition in the Small Urban and Rural Areas would 

seem to be less favourable than in the Large Urban Areas where 

expenditure on food is greater (and infant mortality 1 olier). 

A survey in 1978 by Visagie132 indicated that malnutrition in Ciskei 

was widespread, with up to 4,5 per cent of ci1dren in the 6 to 23 months 

age group suffering from marasmus, and . up to 27 per cent from 

kwashiorkor. In the same year a further survey conducted by medical 

doctors for the Ciskei government revealed that 50 per cent of all two­

and three- year-old children in Ciskei were malnourished, and one in ten 

children in the urban areas and one in six in the rural areas were 

actually suffering from forms of malnutrition, such as kwashiorkor or 

marasmus. 133 This figure excluded those children who died before the 

age of one year. 

A third survey, which recorded the weight of children in the eight-year 

age group, revealed that in Mdantsane three out of four, and in rural 

areas eight out of ten, children were found to be undersized.134 

Thirty-three per cent of the adult population in the Hewu district liere 

said to suffer from pellagra and fifty per cent of children from 

marasmus. 135 

The survey by Visagie also reported numerous vitamin and mineral 

deficiencies, some of s~rious proportions, and a high incidence of 

pellagra, to which it noted: 00 ••• as long as any population uses maize as 

an overwhelming staple food, pellagra will remain a serious 

prob1em. n135 In the remainder of this section it will be shown that 

not only is maize the staple food for the majority of Ciskeians, but for 

some people the consumption of even this product is infrequent. 

In Table 8.30 the dietary pattern in a sample of Mdantsane households is 

shown. Oi et is c1 early heavi 1y concentrated in carbohydrates (mai ze, 

bread and sugar), with 50 per cent of households consuming proteins (meat 

and eggs) less than weekly. But the diet is not only unbalanced, the 

frequency of consumption also tends to be irregular. Thus 67 per cent of 

households ate three times a day, 28 per cent twice a day, but 5 per cent 

ate only once a day.137 This was the pattern in r~dantsane, the most 

prosperous of the Large Urban Areas. Consequently, the di etary pattern 

in the poorer Small Urban and Rural Areas woul d be expected to be 1 ess 

sati sfactory. 
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This conclusion is supported by Tables 8.31 and 8.32, where the dietary 

pa tterns of El ukhanyweni and Gl enmore househol ds are sho~m. Both 

Elukhanyweni and Glenmore are Small Urban Areas and resettlement areas, 

but the dietary pattern of El ukhanyweni households is markedly better 

than that of households in Glenmore. In both areas diet is heavily 

concentrated in carbohydrates, but in El ukhanyweni protei n consumpti on 

and the frequency of consumption of each type of commodity is higher. 

The di etary pattern of El ukhanyweni househol ds compared favourably with 

that of households in Mdantsane, but Glenmore households were 

considerably worse off. In Glenmore, ' 60 per cent of the households 

intervi ewed ate 3 times a day, 34 per cent twice a day, and 6 per cent 

once a day.138 Househol ds in Sada, another resettl ement area, fared 

worse, wi th 32 per cent of househol ds eati ng three times a day. 63 per 

cent twice a day, and '5 per cent once a day.139 In Kammaskraal, a 

Rural Area, 45 per cent of households ate three times a day, 49 per cent 

twice a day, and 6 per cent once a day.140 

Clearly, dietary patterns vary considerably for different locations. But 

it is equally apparent that in all locations diet is concentrated to\~ards 

carbohydrates, and the consumpti on of protei ns and vitami ns is irregul ar 

and insufficient. In all the locations discussed, large numbers of 

households appear to 'be malnourished, and it is only the extent of this 

malnourishment that varies between different places. In Table 8.33, the 

dietary pattern of three areas, Mdantsane, Dimbaza and Elukhany\~eni, is 

contrasted \~ith that of Sada, Glenmore and Kammaskraal {the "haves" 

versus the "have nots,, 141 1. For all items of consumption the first 

group is considerably better than the second, and the different 

nutritional performances of different locations is emphasised. 

Such a conclusion is supported by Tables 8.34 and 8.35, where the six 

different locations discussed in this section are shown separately. Even 

the best nutritional area, ~ldantsane, displayed a highly unbalanced diet 

pattern. In Table 8.34, only 34 per cent ,of r~dantsane households ate 

vegetables on a daily basis, 5 per cent ate meat and 34 per cent drank 

milk daily. More than 50 per cent of households ate meat, and 45 per 

cent drank milk less than weekly; 5 per cent .of households ate only one 

meal a day, and 67 per cent ate three meals a day. In the remaining five 

areas the positi on \~as worse, wi th Sada, Kammaskraa 1 and Gl enmore 

performing parti cul arly badly. Both Dimbaza and Mdantsane are "Large 
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Urban "Areas", but better nutritional performance is not necessarily 

confined to this category, as the resettlement area, E1ukhanyweni, also 

performed relatively well. 

The reasons for the relatively poor nutritional performance in Ciskei 

would seem to be twofold: firstly, there is widespread ignorance of 

nutri ti ona1 health care, and, secondly, despi te the hi gh proporti on of 

total expenditure devoted to food, income levels are still too low on 

average to sati sfy the basi c need for nutriti on. To meet these twi n 

problems, the survey by Visagie recommended the adoption of comprehensive 

educational programmes, but, at the same time it emphasised that 

"malnutrition cannot be controlled in the present Ciskei situation by 

"even universal know1 edge of its symptoms and treatments. ,,142 Thus the 

survey a1 so recommended the wi despread adoption of food fortification 

progralTl11es, (such as sk im mi 1 k powder fortifi ed with Vitami ns A and D, 

and the fortification of maize with riboflavin and nicotinic acid). 

Quail (198O) reported that such schemes would cost approximately R1 

million a year. 143 In 1979 the Ciskei government distributed 

subsidised skim milk to underweight children at an annual cost of 

R60 ODD, but further funds were not availab1e. 144 Nevertheless, Quail 

recommended that "funds for the fortificati on schemes meri t the hi ghest 
pri ority. ,,145 

In summary, the available evidence seems to suggest that the basic need 

for nutrition in Ciskei is not adequately satisfied. Any economic policy 

direCted at satisfying basic needs in Ciskei would also have to focus 

parti cu1 ar attenti on on the basi c need for nutri ti on. Given the a1 ready 

very hi gh 1 eve1 s of expenditure on food as a percentage of househo1 d 

income, it seems unlikely that expenditure on food can be raised without 

raising income level s too. Hence, the complementarity of Basic Needs 

satisfaction and economic growth. Even in the most prosperous areas of 

Ciskei, the Large Urban Areas, nutrition is inadequate for large numbers 

of households and thus average incomes should rise. In Rural and Small 

Urban Areas the need for such an increase in income to meet the basi c 

need for nutrition is even more urgent. At the same time, a policy of 

nutritional education could assist in achieving a greater balance in 

dietary patterns, but such a policy would achieve little unless 

accompanied by policies designed to raise average income levels. The 

size of the problem is magnified by the fact that the largest portion of 
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the population would seem to fall into the lovler income groups. In the 

sample represented in Tables 8.27 and 8.28, a minimum of 80,4 per cent of 

households in Large Urban Areas, 58,6 per cent in Small Urban Areas, and 

59,2 per cent in Rural Areas, had average levels of expenditure on food 

belo,w the sampl e average for all households. Thus the proportion of the 

total population comprising the target group is likely to be very large. 

8.3.5 Shelter 

In Chapter 6, particular attention was given to nutrition and housing as 

basic rieeds not because these so-called "private-consumption" needs were 

deemed to be of greater importance than "pub 1 i c-consumpti on" needs, but 

rather because ' they represented an area in which individual action should 

have the greatest potenti al impact. Food and housing typi cally consume 

the largest part of total household expenditure, especially in a 

less-developed country, while housing is a very important part of any 

country's fixed capital fonnation. The decision to purchase or build a 

house \~as said to be probably the most important long-term investment 

decision an individual is likely to make. 

In Chapter 8.3.4, nutrition in Ciskei was found to comprise 37,9 per 

cent, 49,7 per cent, and 43,4 per cent of household expenditure in Large 

and Small Urban Areas and Rural Areas, respectively, in 1981. 

Expenditure on housing was typically the second-most important item of 

total household expenditure, comprising 20,2 per cent, 14,6 per cent, and 

16,9 per cent of household income in large and Small Urban Areas and 

Rural Areas, respectively.146 Thus the sati sfacti on of the "core" 

basic need, housing, not only meets a basic need directly, but is also 

one that absorbs a very 1 arge part of total househol d expenditure. The 

provision of cheaper housing I/ould, therefore, not only satisfy a "core" 

basic need as such, but will release more income for the potential 

satisfaction of other basic needs (e.g. nutrition or education). 

Furthermore, investment in hous i ng may encourage regi onal income growth 

vi a the typi ca 1 Keynes i an multi pl i er. Housi ng has a 1 O\~ import content 

and, hence, leakages are bound to be small and the size of tile multipl ier 

relatively large. In Chapter 3, it vias suggested that the cumulative 

effect of the multi pl i er mi gilt benefit the already prosperous regi ons 

more than the poorer regions. In the same way, investment in housing in 

poor regi ons may, vi a the multi pl i er, result in increased income and 
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economi c grOl~th withi n these regi ons; thi s woul d then ultimately 1 ead to 

the greater satisfaction of basic needs in general, and the achievement 

of that critlcal threshold where meaningful participation in the economy 

becomes possible. 

Quail states: "The shortage of housing is one of the most serious 

problems facing black South Africans generally and those in the Ciskei in 

parti cul ar. ,,14 7 I n Chapter 5, the number of persons per room and area 

per person, were suggested as meaningful measures of the "core" basic 

need, housing . Such indicators are not readily available and so other 

potentially meaningful variables have therefore been investigated. In 

Chapter 5, it was also argued that the need for housi ng was a more 

critical basic need in urban than in rural areas. This conclusion is 

supported for Ciskei by Quail, who suggests that "the most critical 

shortages occur in or near tOl~ns,,14B; and by Martins, who estimated 

that black households in the Large Urban Areas contributed 74,9 per cent 

of the total cash expenditure on housing in Ciskei in 19B1. 149 

Accordingly, attention will be focused in this chapter on urban housing, 

where the problem is considered to be more acute and less easily 

satisfied by individual action alone than in rural areas. 

In Table B.36, the number of housing units and the population size in 

proclaimed tOlms in Ciskei are shown for 1977 to 19B1; the rate of 

growth in popu1 ati on and number of housi ng units, and the popu1 ati on per 

hous i ng unit (occupancy rate) are shown for the same peri od in Tables 

8.37 and 8.38. The population in proclaimed tOlms in Ciskei increased by 

38,4 per cent between 1977 and 19B1. Over the same period the number of 

housing units increased by 16,4 per cent. This resulted in an increased 

average occupancy rate per housing unit from 7,23 in 1977, to B,60 in 

1981. The occupancy rate in proclaimed towns in 19B1 varied from 6,B5 in 

Kayalethu, to 11 ,86 in Zwe1 itsha. The greatest proportion (71,0 per 

cent) of the urban population in 1981 lived in r~dantsane, 12,3 per cent 

1 ived in ble1 itsha, 7,1 per cent in Sada, and 6,B per cent in Dimbaza. 

Between 1977 and 1981 the population of Mdantsane rose by 41,0 per cent, 

and the number of houses by 25,1 per cent. Thus occupancy increased from 

7,30 to 8,22 persons over this period. In the remaining proclaimed tOlms 

a simil ar pattern was experi enced, and in all towns, occupancy rates 

deteriorated between 1977 and 1981. This was in spite of relatively 

1 arge increases in the number of hous i ng uni ts in Dimbaza (14,7 per 
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cent), Ilitha (146,9 per cent), Mdantsane (25,1 per cent), and a total 

increase of 16,4 per cent for urban Ciskei as a whole. Clearly, housing 

in the proclaimed towns has fallen far short of the increases in 

population (38,4 per cent) over this period. 

The occupancy rate per housing unit in Ciskei exceeded that in proclaimed 

towns in all the other Black states in South Africa, as is shown in Table 

8.39. The true occupancy rates may in fact be even hi gher than those 

reflected by Tables 8.38 and 8.39. Quail 150 estimated the population 

of Mdantsane in 1980 to be 250 000, which \~ould give an occupancy rate 

for that year of 12,63, rather than 8,05 as calculated above. 

Occupancy rates reflect the quantity of housing available but not 

necessarily its quality. In Tables 8.40 to 8.47, the quality of a sample 

of housi ng is consi dered in tenus of the number of rooms per house, the 

type of walls and roofs, and the availability of electricity. In 1981, 

21,4 per cent of black households in Large Urban Areas, 30,0 per cent in 

Small Urban Areas and 97,9 per cent in Rural Areas, owned the houses in 

which they 1 ived. 15l · Houses (both rented and self-owned) were on 

average 1 arger, in tenus of the number of rooms, in Large Urban than 

Small Urban and Rural Areas. All the self-owned houses in the survey 

contained four rooms or more in the Large Urban Areas, and the comparabl e 

figure for Small Urban and Rural Areas \1as 53,4 per cent and 38,4 per 

cent, respectively. In Small Urban Areas, 23,3 per cent of owned houses 

had one or two rooms, and in Rural Areas 37,8 per cent of houses \~ere in 

t.~is category. Rented houses tended to be smaller in tenus of the number 

of rooms than self-owned houses. Thus 95,8 per cent of rented hOllses in 

Large Urban Areas contained four rooms or more, I1hil e for Small Urban and 

Rural Areas the corresponding figures l1ere 26,1 pel" cent and 33,4 per 

cent, respectively. In Small Urban Areas, 72,5 per cent of rented houses 

had one or t\~O rooms, and i n Rural Areas, 33,3 per cent had two rooms. 

Thus houses in Large Urban Areas tended to have more rooms than those in 

Sr.Jall Urban and Rural Areas. Furthermore, self-O\med houses tended to 

have more rooms than rented houses in all three areas. 

In terms of the type of walls erected in construction, houses in Large 

Urban Areas tended to be built of more durable material than those in 

Sr.1all Urban and Rural Areas . In Large Urban Areas, 95,5 per cent of 

sel f-owned and 98,0 per cent of rented houses \~ere buil t wi th bri ck or 
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concrete wall s. In Small Urban areas, 50,0 per cent of self-owned houses 

and 98,6 per cent of rented houses were bui lt with bri ck or concrete 

walls, while in Rural Areas the comparable figures were 50,5 per cent and 

83,3 per cent, respectively. Thus, whereas almost no houses in Large 

Urban Areas had (traditional) clay walls, in Small Urban and Rural Areas 

clay was frequently used. However, whereas clay was a popular material 

for se1 f-owned houses in these areas, very few rented houses had clay 

walls. This would suggest that the housing authorities - the chief 

source of rented housi ng - were re1 uctant to buil d wi th materi a1 s other 

than bri ck or concrete, whereas peop1 e bui 1 di ng thei r own houses tended 

to resort to the traditional (cheaper) clay. Nor should clay walls 

necessarily be seen as inferior to brick or concrete,152 although they 

are likely to be less durable. 

A similar pattern may be observed in type of roof material used in 

construction. Corrugated iron or asbestos was used in 98,6 per cent of 

self-owned houses in Large Urban Areas, 76,7 per cent in Small Urban 

Areas and 72,2 per cent in Rural Areas. All the rented houses in the 

surveys made use of these materials. As was the case for type of walls, 

rented houses tend to be built of a more durable material than self-owned 

houses, and more use of traditional (grass) materials is made in Small 

Urban and Rural Areas . Again, the traditional material does not 

necessarily imply inferiority, but is likely to be less durable than 

asbestos or corrugated iron. 

The most marked difference between housing in Large Urban Areas, and 

Small Ur ban and Rural Areas, can be observed i n the avai1abil ity of 

electricity. In Large Urban Areas, 73,1 per cent of self-0\1Oed houses 

had access to electricity, but in only 0,4 per cent of self-owned houses 

in Rural Areas, and none in Sm~ll Urban Areas, was electricity 

available. The availability of electricity in rented houses in Large 

Urban Areas was considerably lower (19 , 6 per cent), although in 2,9 per 

cent of houses in. Small Urban Areas electricity was available. 

E1 ectri city is not normally consi dered a basi c need as such, but is 

1 ike1y to contribute towards a more congenial environment. C1 early (but 

not surprisingly) houses in Large Urban Areas are considerably better 

endOl~ed in tenns of access to. thi s source of power. 
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From the above indicators it is apparent that housing in Large Urban 

Areas tends to be more spaci ous in terms of the number of rooms, have 

better access to electricity and to be built of more durable material s. 

Rented housing tends to be built of more durable (non-traditional) 

materials, but to have fewer rooms and poorer access to electricity. The 

fact that traditional (cheaper) methods of production are more favoured 

for self-owned houses than rented houses, suggests that the housi ng 

authorities may be reluctant to adopt cheaper . methods of construction 

lest this be seen as a lowering of standards. But the result may well be 

that the standards adopted are too hi gil to sati sfy the basi c need for 

housing at a price which Ciskeians can afford. This in turn could be the 

reason why housing construction in urban areas has lagged behind 

population growth, with resultant increases in occupancy levels. It 

should also be remembered that the high occupancy rates mean that a large 

proportion of houses are occupied by several families. Indeed, Ciskei 

may well "face disaster in its housing policies if it continues to rely 

solely on present housing methods. ,,153 

Housing construction methods in Ciskei differ from area to area. For 

example, resettlement areas 

low-quality housing, while 

tend to be characterised by 

the establ ished urban areas 

temporary, 

have more 

permanent structures on the whol e. But in many cases "temporary" housi ng 

has become permanent.154 In Table 8 . 48, the proportion of temporary 

houses in established towns (Mdantsane, Dimbaza and Sada) is relatively 

10l~, but it is high in the resettlement areas (Elukhanyweni, Kammaskraa1 

and Glenmore). The quality of housing may be. expected to deteriorate 

where temporary accommodation is t1idely prevalent, and, hence, the 

establ ished towns, in general, possess higher quality housing than the 

resettlement areas. 

From 1972/73 to 1979/80, R66,Ol million \~as spent on urban development in 

Ciskei by the Ciskei government, the Ciskei Development Cor poration and 

the South African Devel opment Trust .155 Of this amount, some R50 

million was spent on housing and related services in Mdantsane. 156 The 

standard type of housing in t4r:iantsane (and other towns as well, but not 

in resettlement areas) al'e the so-called NE 51/6 and the NE 51/9 

uni ts .157 . The former cons i st of "four rooms with no cei 1 i ngs, and 

outside sanitation. Wall s are unplastered, painted concrete blocks and 

roofs are of asbestos sheeting. Floors are . of uncovered concrete. ,,158 
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The new, NE 51/9 type of housing unit makes provision for an inside 

shower and toilet. In Mdantsane in 1980, 69 per cent of houses Itere of 

the NE 51/9 type and 31 per cent of the NE 51/6 type; 159 and rents 

were R16,00 and R15,45 per month, respectively.160 The constructi on 

cost of a NE 51/9 house was R3 500 in 1980. Residents may purchase these 

houses from the C i skei an government at a (1982) pri ce of R2 600, whi ch 

reflects a considerable subsidy on the actual cost. In addition, there 

is an owner-financed scheme whereby the home-owners can themselves 

finance the building of a NE 51/9 house, or an improved version of it, by 

means of loans from the Ciskei National Development Corporation. In 

1980, 20 per cent of households in Mdantsane owned their homes, about 10 

per cent were lodgers and the rest rented them from the local 

authority.161 

• 
Quai 1 noted: "Where a popul ati on has achi eved stabil i ty, an annual 

replacement rate of 2 to 3 per cent of the existing housing stock is 

consi dered normal. ,,162 In Ci skei between 1977 and 1981, the popul ati on 

of the proclaimed towns grelt by 8,47 per cent per annum, v/hile the number 

of housing units increased by 3,86 per cent per annum over the same 

period. 163 This was reflected in rising occupancy levels and number of 

families on waiting lists for offical housing. 164 Quail concluded: 

"\o/hen the popul ati on is growi ng at the present rate, and when there is a 

housing backlog such as exists in almost all [these] areas, the normal 

rate of new ·housebuilding needs to be in the region of 10 per cent of the 

existing housing stock if the population is to be properly housed. ,,165 

As existing housing strategy falls far short of such a level, there is 

clearly a need for a considerable increase in the rate of housing 

construction if the basic need for housing in Ciskei is to be met. 

In Chapter 6, it was argued that an acceptable level of housing could be 

afforded by almost all households even in a relatively poor community, 

and fail ure to sati sfy tlli sneed Nas frequently the result of 

inappropriately high housing standards being set by the authorities. 

Thi s woul d appear to be true in the case of Ci skei and, hence, there 

would appear to be a need for "a transition from minimum standard housing 

to a policy based on what Ciskeians could afford.,,166 Failure to do so 

will lead to "an ever-increasing annual housing budget which could never 

be self-supporting or self-generating; [and] ••. an alarmingly rapid 

deterioration in the government's ability to overtake the existing 
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housing backlog and to meet the grOl'ling demand for houses. ,,167 

In view of the cardinal importance of appropriate (or redirected) housing 

policy in a poor community like Ciskei, the relevant section in the Quail 

Report is therefore quoted at some length: 

"Half of all Ciskeian South Africans live in rural areas, ~nd in 

some of these areas the technique of building traditional Xhosa 

housing has not ' been lost. Wherever natural materi al s are 

available - grass, trees, clay, water and kraal manure - housing, 

often of a surpri si ngly hi gh standard, can be bui lt qui ck ly and .. 
cheaply. Traditional housing does not offer great durability -

a lthough \~ell-mai ntained houses have been knOl~n to be habi tab 1 e 

for more than fifty years, which is longer than the official 

standards for bricks and mortar - but this type of housing offers 

better protection from rain, wind and sun than is often achieved 

by the much costl i er forms of constructi on used to estab 1 i sh 

temporary, and sometimes permanent, housi ng for those bei ng 

resettled. Galvanised sheet steel, corrugated or with other 

sectional forms, or split poles on a wooden frame, are the 

materi al s generally used for housing (as well as for school and 

other buildings) in the resettlement areas of Glenmore, Thornhill 

and Oxten. Uninsulated steel frames offer no protection at all 

from heat and col d. Indeed, temperatures i nsi de such structures 

may exceed Doth maximum and minimum temperatures outside. And 

split pole houses leak and are damaged by the wind. As a result 

of the i nferi or materi al sand constructi on methods in use, those 

being resettled are often having to adapt the housing provided -

by adding clay insulation to the inside or the outside of the 

steel houses - or are even abandoning the housing provided and 

building their own traditional housing. The commission is in no 

doubt that the question of adequate housing demands the most 

urgent attention of the Ciskei and the South African governments. 

Resources are 1 imi ted enou gh as it is, wi thout them bei ng wasted 

on housing schemes ill matched to their surroundings . ,,168 

Fortunately, the need for a reorientation of housing strategy has been 

accepted by the South Afri can government. Instead of compl ete housi ng 

schemes, pol icy is now directed at making serviced plots available on 
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which people may build their own homes. 169 Minister (of COl1l11unity 

Development) Kotze sketches the role of the government as follows: 

"In future, Government resources... wi 11 be di rected to\~ards the 

following priorities; 

1. The provision of serviced sites for housing for individuals 

and the Private Sector as a whole. 

2. The provision of houses ;for the aged and under-privileged, in 

collaboration with local authorities, church bodies, welfare 

institutions and other interested parties. 

3. Within the constraints of available funds, to make an 

effective contri buti on for the very poor, who cannot fend for 

themselves in any other way. 

4. The practical support of supervised self-help building schemes 
and developments.,,170 

The first step towards such a policy (in South Africa) is to be the sale 

of some 500 000 homes to all races, and the provision of 90 per cent 

housi.ng loans to people unable to obtain financial assistance from the 

private sector, as well as loans for materials to be used in self-help 

projects. 17l 

It is not the i ntenti on to di scuss thi s (South Afri can rather than 

Ci skei an) pol icy at 1 ength here, 172 but it is important to note that 

such a pol icy does incorporate several of the features of a basi c needs 

housing strategy discussed in Chapter 6. The role of the government is 

no longer seen as the provider of housing as such, but rather of the 

necessary infrastructure and assi stance required for pri vate persons to 

provide their own housing. Such a pol icy in a territory 1 ike Ciskei 

would have the advantages of enabling people to provide their own housing 

within the constraints of their income, help sunnount the obstacle 

provided by the shortage of available government funds for direct 

expenditure on housing, and help people satisfy their own basic need for 

housing directly. Such a policy should, therefore, also help Ciskei 

reach the cri tical threshol d of Basi c Needs sati sfacti on necessary for 

sustained economic development. 
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8.4 SUMMARY 

In Chapter 7, it was argued that improved satisfaction of basic needs 

could in principle lead to increased labour productivity and, via a 

comulative process, to increased output and income levels. Higher 

incomes could in turn mean further improved satisfaction of basic needs, 

greater labour productivity and even greater output and income level s. 

Thus the satisfaction of basic needs could be seen as a means towards the 

end of improved living standards and the reduction of poverty, and hence 

an instrument of development policy. 

From the analysis of basic needs in Ciskei, it is apparent that 

government expenditure has been such that the "core" basi c needs have 

evidently been catered for, at least to some extent, for some time. Yet, 

there has been nothing 1 ike a concerted strategy, and expenditure on 

basic needs was the result of ad hoc measures, rather than a conscious 

strategy or development policy as such. Basic needs were therefore seen 

simply as ends in themselves, rather than as means to the end of 

self-sustained economic development. 

In the case of Ciskei, more information about the satisfaction of basic 

needs, especially health, and water supply and sanitation, is required at 

. the present stage. Such information should not only be seen in 

quantitative terms (as "inputs"), but also be evaluated qualitatively (as 

"outputs"). In other ~/ords, basic needs should be vie\~ed functionally as 

thresholds to the goal of self-sustained economic development. This 

applies particularly to educatfon, where the total supply may be 

misleading, more significant measures being quality, access and actual 

consumption. Data for health, and water supply and sanitation, are not 

readily available, and again should reflect access and usage as well as 

availability. Nutritional data should not only reveal the extent and 

nature of poor nutrition (malnutrition) but also its causes, such as, 

inadequate expenditure on food on account of low income levels, or 

inappropriate nutritional patterns of consumption. Data on shelter should 

take into account the appropriateness of standards and types of shelter, 

rather than simply the number of houses as such. 
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At the same time, the extent to which basic needs are complementary 

should be investigated; e.g. the effect the improved satisfaction of 

education would have on shelter, shelter on health, etc. The stronger 

such compl ementari ties, the 101'ier total government expenditure on basi c 

needs woul d have to be. Simil arly, if expenditure on basi c needs is 

inappropriate or ill-directed, a revision of standards and redirection of 

resources may be necessary. In the case of Ciskei, it may well be that 

total expenditure on basic needs may not be inadequate as such at the 

present stage, but rather that co-orMnation of existing expenditure is 

required to yield a purposive development policy. 

A powerful case for the suitability of a Basic Needs strategy for Ciskei 

may be suggested by the intermediate nature of economic development 

wi thi nits borders. To the extent that some basi c needs are al ready 

satisfied, at least to some degree and some more than others, certain 

preconditions for economic development can be said to already exist. Yet 

it cannot be cl aimed that Ci skei has reached the "take-off" stage into 

self-sustained economic growth in the Rostovian sense. Nevertheless, a 

deliberately co-ordinated Basic Needs strategy may well move Ciskei away 

from the danger of slipping back into the so-called "Low-Level 

Equilibrium Trap." In other words, a more scientifically designed, 

co-ordinated and deliberately applied strategy, whereby basic needs 

become the means towards self-sustained economic growth, should at least 

be able to establsih the "preconditions for take-off" necessary for 

sustained economic development. 
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Table 8.1 1 GOP of_ Ciskei ac_cord1n9 __ t2._~(momic activity at current prices (Rands) 

I 1970 1970 1975 1975 1980 1980! 

I I I I RI'OOO) ~ R('OOO) I ~ R('OOO) ~ I 
I I I 1. Benso, 'Statistical 
I I I Survey of 81 ack Oeve1op 
I Agriculture and Forestry 3440 16,3 8358 I 15,3 10980 8,3 I -ment, 1981, Part II', 
I I I op.cit., Table 21 (for 
I I I T!f75""and 1980 figures); 
I I~anufacturing 2 189 10,~ 4008 I 7,3 29319 27.,2 I an~ Benso, Statistical 
I I I Survey of 81 ack Deve I op 
I I I -ment, 1978, (Benso : 
I Electricity, Gas & Water . 64 I 0,1 99 0,1 I Pretorla, 1978), Table 
I I I 18 (for 1970 figures). 
I I I 
I Construction 472 7,0 7 146 I 13 0 21 563 16 4 I 
I I" I 
I I I 
I Trade and Catering 808 3,8 1 419 I 2 6 4700 3 6 I 
I I" I 
I I I 
I Transport 1 570 7,4 3033 I 55 5842 44 I 
I " I I I 

I Financial Services 3 591 17,5 6 407 I 11 7 9 552 7 2 II 
I I" I 
I I I 
I Public Administration 3 017 14,3 8504 1 15,5 15800 120 1 
1 ' 
I 1 I Education 3700 17,6 12451 22,7 23900 18,1 I 
1 I 
I Health 923 4,4 2 992 5 5 9 300 7 0 I 
1 " 
I I 
1 Other Services 269 1 3 460 0 8 864 0 7 11 I ••• 

I I 
I TOTAL 21 079 100,0 54842 100 0 131 919 100 0 I 
I " I 



Table 8.21 Economically active Black population according to industrial group, 1980 

I I I I I I I I I I 
IAgricul-IMining IManufac-IElec- IConstr-IComnerce I Trans- I Finan- I Serv- I Unspeci- ·I Total I Not Total 
I ture I I turi ng I tri ci ty I ucti on I I port I ci ng ·1 ices I fied & I Econo- I Econo-I 
I I I I I I I . I I I Unempl oyed I mica11ylmicallvl 
I I I I I I I I I I I Active I Activel 
I I I I I I I I I I I I I 

I I I I I I I I I I I 
ICISKEI I 11 540 I 1 480 28040 580 I 4640 14 040 I 4900 900 I 31 7601 38340 11 36 220 533 120 1669 3401 
I I I I I I I I I 
I I I I I I I I I 
1:1 of Total I I I I I I I I 
IEconomicallyl 8,47 I 1,09 20,58 0,42 I 3,41 10 ,31 I 3,60 0,66 I 23,31 I 28,10 I 100 I 
IActive I I I I I I I I 
I I I I I I I I I 
I I I I I I I I I 
1:1 of TOTAL I 1,72 I 0,22 4,19 0,09 I 0,69 2,10 I 0,73 0,13 I 4,75 I 5,73 I 20,35 79,65 I 100 
I I I I I I I I I 

1. Benso, 'Statistical Survey of Black Development, 1981, Part II', op.cH., Table 7. 



Tahle 8.31 Distrihution of income, 1980 (per cent) 

Annual Income 
( Rands) 

~ of Householrls 

Rural Urban 

o - 800 20 5 
801 - 1 600 33 15 

1 601 - 2 600 17 25 . 
2 601 - 3 400 8 16 
3 401 + 16 39 

1. Surplus Peoples Project , op.cit., p. 44. 



Table 8.41 Household size, 1980 (per cent) 

I 
Size I Mdantsane Dimbaza Sada El ukhanywen; Kamasi<raal Glenmore 

I 
I I I I 
I 1 - 4 I 23 19 5 I 10 15 I 19 
I I I I 
I I 
I 5 - 8 I 72 48 82 69 60 41 
I I I-----r------,------,----,---------,--------. 
I 9 + 5 33 13 21 24 40 
I I-----r------,------,----,---------,--------, 
I Ave 6,1 7,3 6,8 7,1 7,0 7,3 
I 

1. Surplus Peoples Project, op.cit . , p. 331. 



Table 8.51 Real gross domestic and national product (income) per capita at 1970 prices (Rands) 

I I I I I ---, 
I Ciskei I K\olazulu Qwaqa LebowalGazankululKangwanel Transkei Bophuthatswana Venda 
I I I I . 
I I I I 
I Real GDPI I I 
I I I I 1. Benso, IStat;stical 
I I . I I Survey of Bl ack Develop 
I 1975 ,D I 43 61 49 I 36 33 I 70 117 50 -ment, 1981, Part I', 
I I I I op . cit., Table 57; and 
I I t I Benso, I Statistical 
I 1976 69 I 47 63 4B I 3B 26 I 67 130 51 Survey of Black Oeve1op 
I I I I -ment, 1981, Part II'. 
I I I I op.cit., Table 59. 
I 1977 66 I 48 71 40 I 38 67 I 67 110 55--
I I I I 
I I I i 
I 1978 71 I 44 BO 38 I 38 47 I 71 115 60 
I I I I 
I I I I 
I 1979 69 I 44 74 45 I 43 5B I 76 13B 63 
l I I I 
I I I I 
I 1980 70 I 45 68 46 I 44 54 I 85 159 69 
I I I I 

I I I 
Real GNP I I I 

I I 
I I 

1975 127 I 158 249 123 107 167 I 156 248 110 
I I 
I I 

1976 171 I 170 25B 126 109 176 150 262 114 
I 
I 

1977 166 I 172 261 120 108 216 151 2,7 122 
I 
I 

I 1978 169 I 1B2 256 120 108 202 155 262 131 
I I 
I I 
I 1979 163 I 1 B7 235 127 113 224 160 283 142 
I I 
I I 
I 1980 168 I 196 249 137 120 229 174 314 154 
I I 



Tabl e 8.61 Real GOP and GUP per capita as percentage of RSA at current pri ces 

Real GOP 

1975 

1976 

1977 

1976 

1979 

1980 

I I I I 
RSA Ciskei Kwazulu Owaqa Lebowa Gazanku1 u Kangwane Transkei Bophuthatswana Venda 

1. Cal cuI ated 
from Benso, 'Stat 

100 7,82 6,72 9,54 7,66 5,63 5,16 10,94 18,29 7,82 -istical Survey 
of Slack Develop­
ment, 1981 , Part 

100 11,06 7,53 10 , 10 7,69 6,09 4,17 I 10,74 20,84 8,17 I',op.cit., 
I I I Tabl....-sO;and 
I I I Senso, 'Stat; s-

100 10,97 I 7,97 12,79 6,65 6,31 111 ,13 I 11 ,13 18,28 9 ,14 ti cal Survey of 
I I I 81 ack Oevelopnent, 
I I I 1981, Part II', 

100 11,66 I 7,22 13,13 6,24 6,24 I 7,72 I 11,66 18 ,88 9,85 op.cit., Tabl e 28 
I I I RSAmll> and GOP 
I 1 I per cap; ta ca 1 cu-

100 11,03 I 7,03 11,83 7,19 6,87 I 9,27 I 12,15 22,06 110,07 lated in Table 
I I I I 8.11. 
I I I I 

100 10 ,36 I 6,66 10,06 6,81 5,51 I 7,99 I 12 ,58 23,53 110,21 
I I I I ,--,----,- --,-- -,----.--....,--,----- -T - I -I 

Real GNP I I I 

1975 

1976 

1977 

1978 

1979 

1980 

I I I 
I I -,---- - -r I 1- ---, 

100 I 20,76 I 25,65 I 40,73 I 20,12 I 17,50 27,32 25,52 40,5 7 117, 99 I 
I I I I I I I 
I I I -or ---- I I I -, I - I 

100 1 26,72 I 28,55 143,33 1 21 ,16118,30 1 29,56 I 25,19 I 44,00 11 9,15 I 
I I I I I I I I I I r --- r --I IT --- r---,- 1-- I 

I 100 I 27,88 I 28,89 I 43,84 20,15 I 18,14 I 36,28 25 ,36 I 43,1 6 120,49 I 
I I I I I I I I I 

I - I I I I ,-- ---, 
100 I 29,10 I 31,34 144,08 20,66 I 18,60 134,79 26,69 45,12 122,56 I 

I I I I I I I r---', --, I - ,--,--, -----1 - ---I 
I 100 I 28,23 I 30,40 I 42,7 6 I 20,04 I 18,04 I 33,74 25,89 43,76 121 ,88' 
I , I I I I 

100 25,94 I 30,26 38,44 21,1 5 I 18,53 35,36 

I 
26,86 48,48 123,78 

I 



Table 8 . 71 Rank:ing of designated black areas as percentage of real GOP and GNP per capita of RSA at 1970 prices 

I I I I I I 
I Ciskei I Kwazulu I Qwaqa LebowalGazankul ul Kangwanel Transkei Bophuthatswana Venda 
I I I I I I 
I I I I I 
I Real GOP I I I I 
I I I I I 1. From Table 8.5. 
I I I I I 
I 1975 4= 7 I 3 6 I 8 I 9 2 4= 
I I I I 
I I I I 
I 1976 2 7 I 4 6 I 8 I 9 3 5 
I I I I I 
I I I I I 
I 1977 5 7 I 2 8 I 9 I 3= 3= I 6 
I I I I I 
I I I I I 
I 1978 3= 7 I 2 8= I 8= I 6 3= I 5 
I I I I I 
II I I 

I 1979 4 8 I 3 7 I 9 I 6 2 5 
I I I 
I I I 
I 1980 3 8 5 7 I 9 I 6 2 4 
I I I 
I I I 
I Real GIIP I I 
I I I 
I . I I 
I 1975 6 4 7 I 9 I 3 5 2 8 
I I I 
I I I 
I 1976 4 5 2 7 I 9 I 3 6 8 
I I I 
I I I 
I 1977 5 4 8 I 9 I 3 6 I 2 7 
I I I I 
I I I I 
I 1978 5 4 2 8 I 9 I 3 6 I 7 
I I I I 
I I I I 
I 1979 5 4 2 8 I 9 I 3 61 7 
I I I I 
I I I I 
I 1980 6 4 2 8 I 9 I 3 5 I 7 
I I I I 



Table 8.81 : Population of RSA, 1975-1980 ('000) 

1 1 1 1 
1 1975 1976 1977 1 1978 1 1979 1980 1 
1 1 1 1 
1 1 1 1 I 1 

RSA .I 25 3431 26 055 24 55021 ~4 01231 24 6393 124 98641 
1 1 1 1 1 

Transkei 1 - 2 19751 2 237 51 2 28851 2 3246 1 
1 1 1 1 1 

Boph uthats't/ana 1 - 1 1 228"1 1 27651 1 3236 1 
1 1 1 1 1 

Venda 1 - 1 1 - 1 3166 1 
1 1 1 1 1 
1 I i 1 1 1 

Total 1 25 3431 26 055 26 747 1 27 477 1 28 203 1 28 949 1 
1 1 1 1 1 1 

1. RSA.. Bulletin of Statistics, Dec. 1982 . (Central Statistical Services RSA, 
1982), p. 1.1. 
2. De facto population of Transkei excluded. 
3. De facto population of Transkei and Bophuthatswana excluded 
4. De facto population of Transkei. Bophuthatswana and Venda excluded 
5. Calculated from Sensa, 'Statistical Survey of Black Oevelopment, 1981, Part 
II'. op~cit . • Tahle 12. 
6. Ibld, lab1e 6. 



Table 8.91 Real GOP and GNP per capita of RSA at 1970 prices (R million) 

1 
1 GOP - RSA 1975 1976 1977 1978 1979 1980 
1 
1 1 1 1----' 
1 Market prices 1 1 27 454 31 002 1 34 327 1 39 868 1 47 642 1 61 857 
1 1 1 1 1 1 
1 Real GOP 1 27 454 27 528 1 27 264 1 28 343 1 29 872 1 33 120 

(1975 prices) 21 1 1 1 
1 1 1 1 1 

1 Real GOP 1 16 212 1 16 256 1 16 100 1 16737 1 17 640 1 19 558 
(1970 prices) 31 1 1 1 1 

1 1 1 1 1 
1 1 1 1 

Real GOP . 1 639,7 623,9 1 601 ,9 1 609 ,1 625,5 1 675,6 
per capita 1 1 1 

(1970 prices) 41 1 1 
1 1 1 
I I i 

1 GNP - RSA 1 1 1 
1 1 1 1 
1 Market Pri ces 1 1 26 234 29 588 1 32 696 1 38 009 45 603 1 59 302 
1 1 1 1 1 
1 Real GOP 1 26 234 26 272 1 25 969 1 27 021 28 594 31 752 1 
1 (1975 prices)2 1 1 1 1 
1 1 1 1 1 
1 Real GNP 1 15 491 15 514 1 15 335 1 15 956 16 885 18 750 1 
1 (1970 prices)3 1 1 1 1 
1 1 1 1 1 
1 1 1 1 1 
1 Real GNP 1 611,3 595,4 1 573,3 1 580,7 598 , 7 647 , 7 1 
1 per capita 1 1 1 1 
1 (1970 prices)4 1 1 1 1 
1 1 1 1 1 

1. RSA, South African Reserve Bank. Quarterly Bulletin, Dec 1982, (Pretoria 
1982 , p. 5-82. 
2. Calculated from Ibid . , where Real GOP (1975 prices) = GNP (Market 
prices)/GNP (1975 priceSlX GOP (Market prices). 
3. Real GOP (1970 prices) = Real GOP (1975 pr ices) x GOP (1970 prices) 
1975/GOP (Market Prices) 1975 = Real GOP (1975 prices) x 0,5905, where GOP 
(1970 prices) for 1975 = R16 144 million, and GOP (market prices) for 1975 = 
R27 339 million (RSA, South African Reserve Bank Quarterly Bulletin, March 
1980, (Pretoria 1980), p. 5-80 . 
~opulat;on figures taken for each year from Table 8.8. 
5. Real GNP (1970 prices) = Real GIIP (1975 prices) x 0,5905. 



Table 8.101 GNP per capita per }.evel of d.eveJopment as a percentage RSA, 1980 (per cent) 

1 1 
I level of oevelopment2 1 1980 GNP per capi t a ($)3 1980 GNP per capita as % RSA 
1 1 
1 1 
I low-Income Economies 1 260 11 ,30 
1 1 
1 China and India 1 270 11 ,74 
1 1 
I Other l ow-Income 1 230 10,0 
1 1 
1 r-- ... _- - ._ .. 

I Middle- Income Economies 1 400 60,87 
1 1 
I Oil Exporters 1 160 59,43 
1 1 
I Oi 1 Importers 1 580 68,70 
1 1 
1 1 
I High-Income Oil Exporters 1 12 630 549,13 
1 1 1-- - 1 
I Industrial Market Economiesl 10 320 448,70 
1 1 
1 1 
I Nonmarket Industrial 1 4 640 201,73 
I Economies 1 
1 1 

1. Wor l d Bank, 'World Development Repo r t , 1982' , f'P1 ',Cft., pp. 11 1 - 112. 
2. The levels of development are detemined as 0 ows: liThe economies included in the World Development I ndicators 
are classified by GNP per capita. Th i s classification is usefu l in distinguis hing economies at different stages of 
development. Many of the economies included are also cl assified by dominant char acteristics - to distinguish oil 
importers and exporters and to distinguish market ano non market industrial e·conpmies. The groups used [in the t;lbles] 
are 33 low income developing economies with a per capita income of $410 or less in 1980; 63 middle income developing 
economies \.,ith a per capita income of more than $410; 4 high income oi l exporters; 19 industrial market economies; and 
6 non market industrial economies u

, Ibid., p. 103. 
3. Figures are a weighted average. - -



Table 8.11 1 GNP per capita of African countries as a percentage of RSA. 1980 (per cent) 

I I I I 
Country I GNP per capita ($) IGNP p.c. as t of RSA I Country GNP per capita ($) GNP p.c. as t RSA I 

I I I I 
I I I I 

Chad I 120 I 5,2 I Ghana 420 1B,3 I 
I I I I 

Ethiopia I 140 I 6,1 I Kenya 420 1B,3 I 
I I I I 

Somalia I I I Lesotho 47.0 1B,3 I 
I I I 

Mali I 190 I 8,3 Mauritania 440 19,1 I 
I I I 

Burundi I 200 8,7 Senegal 450 19,6 I 
I I I 

Rwanda I 200 8,7 Angola I 470 20,4 I 
I I I 

Upper Volta I 210 9,1 Ciskei I 22,7 I 
I I I 

Zaire I 220 9,6 Liberia I 530 23,0 I 
I I I 

Malawi I 230 10,0 Zambia I 560 24,3 I 
I I I 

Mozambique I 230 10,0 Egypt I 5BO 25,2 I 
I I I 

Sierra leonel 280 12,2 Zimhahl'/e I 630 27.4 I 
I I I 

Tanzania I 280 12.2 Came onn I 0570 29,1 I 
I I I 

Guinea I 290 12,6 Congo, I 900 39,1 I 
I Peoples Rep. I I 
I I I 

Central Af. I 300 13,0 Morocco I 900 39,1 I 
Rep. I I I 

I I I 
Uganda I 300 13,0 liigeria I 010 43 ,9 I 

I I I 
Benin I 310 13,5 Ivory Coast I 150 50,0 I 

I I I 
Niger I 330 14,3 Tunisia I 310 57,0 I 

I I I 
Madagascar I 350 15,2 Algeria I 1 B70 B1,3 I 

I I I 
Sud.n I 410 17,B South Africal 2 300 100,0 I 

Togo I 410 17 ,B Libya I B 640 375,7 I 
I I I 

1. World Bank, 
'World Develop 
-ment Report, 
1982'. op.cit . 
pp . 111::-nr 

(South Afri ca' s 
GNP per capita 
= $ 2 300). 



Table 8.121 A.dult literacy per ethnic group (per cent) 

Ethni c Group 

Xhosa 

Zul u 

S\iazi 

South Sotho 

~orth Ndebele 

South Ndebele 

Tswana 

Nort.h Sotho 

Shangaan 

Vhavenr.la 

Other 

TOTAL 

~ 

72 , 7 

65,6 

64,2 

61~8 

64,1 

59,7 

67,9 

73,S 

58,5 

65,3 

68,1 

66,9 

1. Benso, I Stat; sti ca 1 Survey of 81 ack Development, 1981, 
Part II, op .cit., . Table 15. literacy is taken to mean all 
persons (~rs and older) with the ability to read anrl 
wri teo 



Tahle 8 . 131 : Global adult literacy and life expectancy at birth per level of 
development (per cent. years) 

,------
I level of Oevelopment2 Adu1t Literacy {1977}3 life Expectaocy atl 
I birth (l980)J I 
I I 
I I 
I low-Income Economies 50 57 I 
I I 
I China and India 54 59 I 
I I 
I Other Low-Income 34 48 I 
I I 
I I 
I Hidrtle-Income Economies 6~ 60 I 
I I 
I Oil Exporters 57 56 I 
I 
I Oil Importers 73 63 
I 

High-I ncome Oil Exporters 25 57 

Industrial Market Economies 99 74 

Nonmarket Industrial Economies 100 71 

1. World Bank, . 'World Oevelopment Report, 1982', tp.Cit., pp. 111 - 112. Adult 
1 iteracy rate is here defi ned as "the percp.ntage a persons aged 15 and over who 
can read and write", (Ibid., p. 164), while life Expectancy at birth "indicates 
the number of years ne\''i''DOrn children will live if subject to the mortitlity risks 
prevailing for the cross-section of population at the time of the ir birth." 
(Ibid., p. 164) . 
2.Same as in Table 8.10. 
3. Figures are weighted averages. 



Table 8.141 : Adult literacy and Life Expectancy at birth in African Countries (per cent, years) 

I I 
Country I Adult Literacy Life Expectancy at Country I Adult Literacy Life Expectancy at 

I (1977) birth (1980) I (1977) birth (1980) 
I I 
I I 

Chad I 15 41 Ghana I 49 
I I 1. Wcirld Bank, 

Ethiopia I 15 40 Kenya I 50 55 'World Develop 
I I -ment Report. 

Somalia I 60 44 Lesotho I 52 51 1982', op.cit. 
I I pp. lll~ 

Mali I 9 43 Mauritania I 17 43 Definitions 
I I the same as in 

8urundi I 23 42 Senegal I 10 43 Table 8 . 13. 
I I 

Rwanda I 50 45 Angola I 42 
I I 

Upper Volta I 5 39 Liberi a I 25 54 
I I 

Zaire I 58 47 ·Zambia I 44 49 
I I 

Mal awi I 25 44 Egypt I 44 57 
I I 

Mozambique I 28 47 Zimbabwe I 74 55 
I I 

Sierra leone I 47 Cameroon I 47 
I I 

Tanzani a I 66 52 Congo. I 59 
I Peopl es Rep. ofl 
I I 

Guinea I 20 45 Morocco I 28 56 
I I 

Central Afr.1 39 44 Nigeria I 30 49 
~p. I I 

I I 
Uganda I 48 54 Ivory Coastl 41 47 

I I 
8enin I 25 47 Tunisia I 62 60 

I I 
Niger I 5 43 Algeria I 35 56 

I I 
Madagascar I 50 47 South Africal 61 

I I 
Sudan I 20 46 Libya I 56 

I I 
Togo I 18 47 I 

I 1 



Table 8.'5
' 

GNP of Ciskei at factor cost (Ranris) 

I I II I 
I 1975 I 1976 1977 I 1978 I 1979 I 1980 
I I I I I 
I R I lR I IR I IR I IR I IR I 
Imillion I ~ Imi1110n I ~ Imi11ion I ~ Imillion I ~ Imi11ion I ~ Imi11ion I ~ 
I I I I I I I I I I I I 

I I I . I I I I I 
I Black Ciskeian Workers 144,9 30,0 I 51,2 29,9 I 59,0 30,0 I 75,8 32,2 I 88,6 32,5 I 110,5 I 32,4 
I I I I I I I I 

I I I I 
Non - Black Residents 3,5 2,3 I 4,0 2,3 I 4,4 2,2 6,1 2,6 I 6,6 2,4 I 8,4 2,5 

I I I I 
I I I I I I 

Black Frontier Commuters 141,0 I 27,4 I 46,2 27,0 I 52,6 26,7 62,1 126,4 72,9 I 25,7 90,5 26,6 
I I I I I I 

1 __ H_ I I I I I I I I I I I 
I Black Migrants I 60,4 I 40,3 I 70,0 I 40,8 I 81,0 I 41,1 91 ,5 I 38,8 1104,8 I 38,4 I 131,3 I 38,5 
I I I I I I I I I I I I 
I I I I I I I I I 
I TOTAL 1149,8 100 1171,4 100 1197,0 100 1235,5 1100 1272,9 1100 1340,7 100 
I I I I I I I I I 

1. Bensa, 'Statistical Survey of Black Development 1981, Part II', op.cit . , Tables 25 and 26. 



Tah1e 8.161 Real GNP of Ciskei, 1975 - 1980, at 1970 prices 
(R' 000) 

I I I I I I I 
I I 1975 I 1976 I 1977 I 1978 I 1979 I 1980 
I I I I I I I 
I I I I I I I 
I GNP I 35,0 I 35,9 I 36,8 I 42,4 I 43,7 I 47 , 6 
I I I I I I I 

1. Bensa, '$tatistical Survey of Black Development, 1981, Part 
II'. op .cit., Tabl ~ 28 . 



Table 8.171 Gross National Income of Clskei (R mil1ionsl 

. I 
Year 1975 1976 I 1977 1978 1979 

I 

81ack COlll11u ter Income (Yel 41,0 46,2 52,6 62,1 72,9 

Black Mi9rant Income (Yml 60,4 70,0 81,0 91,5 104,8 

I 
Total Exogenous Income (Yxll 101,4 116,2 133,6 153,6 177,7 

I 

Black Ciskeian Workers 44,9 51,? 59,0 n,B 88,6 
Income 

Non-Black Ciskeian Workers 3,5 4,0 4,4 6,1 6,6 
Income 

1-- I I 
ITota1 Endogenous Income (Ynll 48,4 55,2 63,4 I 81,9 95,2 
I II 1------------------,--------,-------,--------,-------,-------, 
I Total Income (Y) 149,8 171,4 197,0 235,5 272,9 
I ----_ ._-- --

dY from previous year 21,6 25,6 38,5 37,4 

dYx f rom previous year 14,8 17 ,4 20,0 24.1 

I 
I k=dY/dYx 1,46 1,47 1 ,93 1,55 
I 

1. Adapted from Table 8.15. 

1980 

90,5 

131 ,3 

221,8 

110,5 

8,4 

118,9 

340,7 

67,8 

44,1 

1,54 



Table 8.181 Gross National Income of the Slack States in South A.frica (R millions) 

-r- 1 1 1 1 1 1 
Ciskei I Kwazulu Qwaqa LebowalGazankulu Kangwanel Transkei I Bophuthatswana Venda I Total 

1 1 1 1 1 
RIR IRIRIR RIR IR IRIRI 

1975 mi1lion million I millionlmillion million millionl million I million t million millionl 
1 1 1 1 1 1 
1 1 1 1 1 

Yx 101,4 568,6 1 28,9 212,1 50 , 4 48,3 1 341,0 1 335,1 1 32,S 1718 ,31 
1 1 1 1 1 
1 1 1 1 1 

Yn 48,4 165,9 1 5,5 86,S 19,7 9,6 1 202,1 1 155,0 1 22,S 715,21 
1 1 1 1 1 
1 1 1 1 1 

Y 149,8 734,5 134,4 298,6 70,1 57,91543,1 1 490,1 155,0 2433,51 
1 1 1 1 1 1 
1 1 1 1 1 1 

1980 1 1 1 1 1 1 
1 1 1 1 1 1 
1 1 1 1 1 1 

Yx 221,8 1611,4 1110,7 540,1 1127,9 182,6 1738,2 1835 ,2 1 92,2 4460,11 
1 1 1 1 1 1 

1 1 1 . 1 1 1 1 
1 Yn 118,9 389,6 1 27,6 190,1 1 59,1 43,9 1533,3 1491,7 157,8 1912,01 
1 1 1 . 1 1 1 1 
1 1 1 1 1 1 1 
1 Y 340,7 2001,0 1138,3 730,21187,0 226,5 11 271,5 11326,9 1150,0 6372,11 
1 1 1 1 1 1 
1 1 1 1 1 1 
loYx 120,4 1042,8 81,8 328,01 77,S 134,3 1397,2 1500,1 159,7 2741 ,81 
1 1 1 1 1 1 
1 1 1 1 1 1 
1 dY 190,9 1266,S 103,9 431,6 1 116,9 168,5 1 728,4 1 836,8 1 95,0 3938,61 
1 1 1 1 1 1 1 
1 1 1 1 1 1 1 
1 k=dY/dYx 1,58 1 1,21 1,27 1 1,321 1,51 1,25 1 1,83 1 1 ,67 1 1,59 1,441 
1 1 II! 1 1 1 

1. Benso, 'Statistical Survey of Slack Development, 1981, Part I' , 0P2Sit., Tables 57., 53 amI 54; an<1 Sensa, 
'Statistical Survey of Black Oevelopment, 1981, Part II', op.cit., Tables ant126. 



Tab1 e 8.191 ~ack_ primary_pupH~,-t_e~cher-,- al1(j-"umber of pupil 5 per teacher 1977-81 

Year I 1917 1978 IYJg 1980 1981 I 
I I 

PUpllS I 146821 156620 162638 114313 184260 -, 
I I 

Ci skei Teachers I 2 916 3 291 3 446 3 835 4 245 I 
I I 

Pupl1s per teacher! 50,4 47,5 41.2 45,5 43,4 1 
I I 

Independent Puplls 1 1 096 096 141 It} 179 9/1 188 903 195 430 I 
B1 ack States2 I I 

TeaChers ----I 18446 19 112 20813 20780 21 739 
I I 
lPu"jifls per teacherl 59,4 5/,1 56,7 57,2 55 , 0 
I I 

Se 1 f-governl ng I Pup' 1 s -- ---lIh-'1;:;68""SBI!TO,-h-1-,3"'OS""43">1Br-h--,3Ilfyu"-"-,Orno,--h-1 "4"'95"'J6"'4"h--':51:"51r-T16<T3 
61 ack State 53 I I 

I Teachers --r _n --tI-~2'fror6"'5:T1--t--2"3r">l30rrl--t--2'f14""95"'O--t-~2,.,}r3"'lro:5--t-~2"9rB"'O!T} 

I ~I--~~- -r--~~_r--~~+_---.:r~r---~ I puplls per Ote-a·cherl 56,6 56,2 55,1 54,B 52.1 
I I 

RsA I Pup,1 s --'-'''z5'''6r 4'''4'''B,--j-,-"znlS:-?129'''6:-l-'-''2"'92rnlOO"'5:-l-'1 ""37rloromlr7},--j-1r-T36"'4r 5"'4rT} 
I I 
I Teachers - - -+I-~Z"'3r9"'O"'3,--j-~2"4rnI5"'9:-l--2"6"'l3rr1 ,--j-~2..,}r5"'Bmo,--j-~3U"orB"'2"'3 
I I 
1 Pupl1s per teacherl 52,6 50,3 48,3 I 47,4 44,3 
I I I r Total ~SA and- pupns- I 3521 124 3665451 3 862oST--,-,9'lTOB<, -4 111740 

I B1 ack States I I I 
I Teachers I 63 DuO 67 232 72 494 I 75 615 I 82 369 
I I I 1 
1 puplls per -teacherl 55,9 54,5 53,3 I 52,7 I 49,9 
I I I I 
1. sensa, 'statlstlcal survey of BlaCK Development, 1981, Part I', ap.clt., table 83; and Bensa, 
'Statistical Survey of Black Development, 1981, Part II', op.cit., Table 51. 
2. Transkei, Bophuthatswana, Venrta and Ciskei. ---
3. Kwazulu, Qwaqwa. Lebawa, Gazanku1u, Kangwane and Kwandebele. 



Table 8.201 Primary school enrolment as per cent of blacks between 5 _a~d 14 years 

1980 

No of Blacks between 5 and 15 years 190 000 

Ciskei Prlmary school enrolment IJ4 314 

prlmary SChool enrolment as % of number between 5 and 15 years 91.14 

No Of Blacks between 5 and 15 years 441 568 I 
. . I 

Independent prlmary school enrolment 188 903 I 
Black States2 I 

Prlmary SChool enrolment as '1 of number between 5 and 15 years 8z.41 I 
I 

I flo of Blacks between 5 and 15 years I 846 920 I 
I I I 

Self-GoverniS9 I Prll!lary school enrolment I 495 144 I 
Black States I I I 

I Primary school enrolment as 'II of number between 5 and 15 years I 80,99 I 
I I I 
I No of Blacks between 5 and 15 years I 2 129040 I 
I I I 

RSA I pnmary SChool enrolment I 301 01 I I 
I I I 
I prlmary school enrolment as '.t of nuiriber between 5 and IS years I 61.39 I 
I I I 
I NO of Blacks between 5 and 15 years I 5 411 528 I 
I I I 

Total RSA and I Pnmary school enrolment I 3 991 684 I 
Black States I I I 

I prlmary school enrolment as 11 of nuinber bet\.,een 5 and 15 years I 13,68 I 
I I I 

. Sensa. 'statlstlcal survey of Black Development 1981. Part I'. f'l5f'\' lable 8; Benso 'statlstlCaJ 
Survey of Black Development, 1981. Part II'. op. cit., Table 9; and a e .19. 
2. Transkei. Bophuthatswana, Venda and Ciske"-- . 
3. Kwazulu, QI.,aqwa, lebowa, Gazankulu, Kangwane and Kwandebele. 



Table 8.211 HUiooer enrolled in primary school as percentage of age-group 

I I 
Level of nevelopment I Number enrolled primary school as percentage I 

I of age group 2 in 1979 I 
I I 
I I 

Low- Income Economi es I 94 I 
I I 

China and India I 102 I 
I I 

Other LO\'#-Income I 64 I 
I 

Mi dr11 e-Income Economi es 97 

Oil Exporters 97 

Oi, Importers 96 

Hi gh-i ncome 0; 1 Exporters 81 

Inr1us tri al Market Economi es 102 

tlonmarket Industrial Economies 100 

1. Wor1d Bank, 'Norld Development Report, 1981', ap.cit .• Table 23. 
2. Fi gures are a \'#ei ghted average. ---



Tab 1 e 8.221 : Ma tri cul at; on and Seni or Certiff cates conferred as a percentage of Form I II 
certlflcates 2 years earl1er 

1978 1919 1980 

la)Matrlculabon ani1 Senl0r Cert1flcates conferred I 594 105 8/3 
I I 
Ib)Fonn lIt Certificates conferred two years earherl 2 121 2963 6 024 

Ci skei I I 
lc)a/6'.t I 2/,9 23,8 14,5 
I I 
la)MatrlCulatl0n and Senlor Cerbficates conferred I 44}3 6 040 8 931 
I · I 

Independent Ib)Fonn III Certificates conferred two years earherl 16 /33 11 556 30 681 
Black States2 I I 

Icia/b'1 I 26,1 34,4 29,1 
II 

I lalMatnculation and senior Certlflcates conferred I 6013 9338 16601 
I I I 
I Self-governing Ib)Fann III Certificates conferred two years earlierl 13 194 18398 34 338 
I Black States3 I I 
I Ic)alb'l> I 45,6 50,8 48.3 
I I I 
I ia)Matrlcu1atl on and Senl or Certif,cates conferred I 2 191 4 193 10269 
I I I 
I Ib)Form 111 Certlf1cates conferred two years earherl 12960 B 549 19 u5B 
I UA I I 
I 
I 
I 
I 
I Total RSA 
I & Black States 
I 

Icla/b % ---" T 21,S . .rg;l 1- 53,9 
I I I 
laiMatrlcu1atlon and Senlor Certlflcates conferred I 13 211 19 511 I 35 eOI 
I I I 
ik\ E~ tfT r~_ ... &._~ .. ~ ~ _~_l'~_ ..... ::i ..... i Ai] dd) AA LIiIJ i iLlI'V'''' ~~ ......... , .. ",,, ....... ;, ",U"'''''''"U "nayears earl.ierl 42887 41]. 502 84011 
I I 
Ie la/b 'f> 31 ,0 44,0- -1------zrZ~6 

I I I I I 
1. Bensa, istabsbcal Sur~ey of Black Development 1981, Part Ii, rOb.ta., lables 81 and 88; 
Benso,'Statistical Survey of Black Development, 1981. Part II', op. cit. , a es 55 and 56. 
2. Transkei. Bophuthatswana, Venda and Ci skei. ---
3. Kwazulu, Qwaqtoia, Lebowa, Gazanku1u, Kangwane and Kwandebele. 



Table 8.231 : Form III Certificates as a percentage of Higher Primary Certficates awarded three 
years earll er 

Ci skei 

Independent 
B1 ack States2 

I 1979 1980 
I 
lalFonn III Certlflcates conferred 4949 3 176 
I 
IblHlgher prlmary Certlflcates three years earher 9 009 10 654 
I 
lc)alb'1l 54,9 29,8 
I 
la}Fonn III Certlflcates conterred 32911 29359 
I 
Ib)Hlgher Primary Certificates three years earher 50 662 53 371 
I 
Iclalb % 65,0 55,0 
I 
la}Form III Cerbtlcates conterred 45 297 37 497 I 
I I 
Ib)Rlgher pnmary Certlflcates three years earher 58949 67 1Z4 I 

Self governi~g I I 
Black States Ic)alb'l> /I,D 55,4 I 

I I 
lalForm III Cerbhcates conterreit 27 2/8 19 557 I 
I I 
Ib)Hlgher pnmary Certlhcates three years earller IZ 046 61 429 I 

RSA I I 
Icla7b % 31,9 31,6 I 
I I 
la}Form III Certltlcates conterred 105 496 85 413 I 
I I 
Ib)Hlgher Prlmary Cert,hcates three years earller 191 557 182524 I 

Total RSA I I 
and Black Stateslclalb 'l> 58, 1 47,3 I 

I I I I 
1. Senso, 'Stabstlcal Survey at Slack Development, I~Bl, Part 1', OP(H' Tahles B6 
Benso, 'Statisti cal Survey of Black Development, 19B1, Part II', op. cit., a es 54 and 55. 
2. Transkei, Bophuthatswana, Venda and Ciske;. 
3. Kwazulu. Q\'Iaqwa. Lebowa, Gazankulu, Kangwane and K\'Iandebele. 

and 87; 



Table 8.241 : 1979 enrolment per standard as a percentage of enrolment 
in one lower standard 1n 19}8 

------------, 
STANDARD CISKEI I 

----------------------~r------------------i 
Sub A I 
Sub B 70,87 I 
Stri 1 91 ,83 I 

2 89,30 I 
3 101 ,21 I 
4 88,10 I 
5 99 ,70 I 
6 79,38 I 
7 92,72 I 
8 91,46 I 
9 59,69 I 

10 68,82 I 
I 

1. S.A. I.R.R., 'Survey of Race Relations, 1979,' op.cit., p. 497; 
S.A. I.R.R .• ' Survey of Race Relations, 1980', op.cit .. p:45Y. . 



Table 8. 251 Teacher qualifications RSA and Black States 

...------,---r 1 

, _____________ +_--'1=-97~S2 19783 19794 
,- I 1 

Professionally qualified ''lith : 
Std 6 
Junior Certficate or equivalent 
Technical Certificate and 'Other' 
Matriculation or equivalent 
+ Primary Teachers Certificate 
+ Secondary Teachers Certficate 
Incomplete Degree 
Degree. 
Special Teachers Certificate 

Total 

No Professional Qualification but: 
JUnior Certificate or lower 
Technical Certificate 
Matriculation or equivalent 
Incomplete Degree 
Degree 

Total 

TOTAL 

No . ~ Nol~ Nol~ 
I 1 I 
I I I 

11 610 I 18,18 I 9929 I 14,87 . 9593 13,17 I 
30 665 I 48,01 I 33 770 I 50;58 38 472 52,80 I 

339 I 00,53 I 53 I 00,08 56 00,08 I 
1 I I I 

7723 I 12,09 I 5434 I 08,14 6708 09,21 I 
- I - 1 2 027 I 03,04 2 764 03,79 I 
- I - 1 1 087 1 01,63 1 126 01,55 I 

1 405 I 02,20 1 1 359 I 02,04 1 524 02,09 I 
- I 1 207 I 00,31 280 00,38 I 

I I I I 
1 I I I I 

51 742 I 81,01 53 861; I 80,68 I 60 523 1 83,06 I 
I I I I I 
1 1 1 1 

I I I I I I 
1 10882 I 17,04 I 10 757 I 16,11 I 9 753 I 13,39 
I 179 I 0,28 I 171 I 00,26 I 189 I 00,25 
I 833 I 1,30 I 1 650 I 02,47 I 2030 I 02,79 
I 96 1 0,15 I 131 1 00,20 I 131 I 00,18 
I 136 I 0,21 1 189 I 00,28 I 238 I 00,33 
I I I I I I 

1 'I --1- --I 
12 126 I 18,98 I 12898 I 19,32 I 12 341 16 ,94 

I I I 1 
-, 1 1 1 1 

63868 1100,00 I 66 764 1100,00 I 72 864 I 100,00 
I I I I I 

1. Excluding Transkei and Bophuthatswana for 1978 and 1979. 
2. S.A.I.R.R., Survey of Race Relations, 1977, IS.A.I.R.R. : Johannesbur9, 1978), P. 475. 
3. S.A.I.R.R., 'survey of Race Relabons, 1919', op.cit., p. 501. 
4. S.A.I.R.R., 'Survey of Race Relations, 1980', Op .Clt., p. 473. 



Table 8.261 Health facilities in the Black States, 1981 

I I 
I I CLINICS HOSPITALS 
I I I I 
I I Number I Population Number I Beds Population 
I I I per clinic I per bed 
I I I 
I Ciskei I 92 I 7 275 5 1 981 338 
I I I 
I I I 
I Transkei I 171 I 13 589 34 7 630 305 
I I I 
I I I 
I Venda I 44 I 7 171 4 1 296 244 
I I I 
I I I 
I Bophuthatswana I 128 I 10338 10 5 912 224 
I I I 
I I I 

Kwazu1 u '1 130 I 26 217 29 8 521 400 
II - r - r ---r -, 

Qwaq"a 10 I 15 648 I I 245 I 639 
I I I I 

I - -----, --- - -------r------,---~ 
Lebow. I 131 I 13 278 I 17 I 4614 I 377 

I I I I I ----r----r 
Gazanku1u 38 I 13474 I 6 1 517 338 

I I -1-- -- ---I----r----I 
Kangwane 31 I 5 181 I 2 I 826 I 194 

I I I I 
I 

Kwandebe1e 10 15 62 5 - I 
I - ---I u ____ 1_ I I 

TOTAL 785 13 713 I 108 I 32 542 I 331 
I I I 

1. Sensa, 'Stat1Stlcal survey of Black Development, I~H.i~, Part Ii, Op.Clt .• Taf)le 
96; and Bensa, 'Statisti cal Survey of Black: Development, 1982, Part~op . cit .• 
Table 61. - -



Table 8.271 Household ExpendIture on Food In Clskei 

I I I I I I 
Income Groupl R I R 00,00 - R1 200,00 -I R2 200,00 - I R3 400,00 -I R5 200,00 +1 Total 

I I 1 199,99 2 199,99 I 3399,99 I 5 199,00 I I 
I I I I I I 
I I I I 

Large Urban I R I 794,64 1 065,78 1 247,45 1 392,56 2 268,74 I 1 412,44 I 
Areas2 I ~ I 53,2 49,7 44,9 35,4 28,7 I 37,9 I 

I I I I r- I--------r----, I I ---,-------, 
Income Groupl R I R 00,00 - I R 800,00 -I R1 600,00 -I R2 600,00 -I R4 000,00 +1 Total I 

I~ I 799,99 I 1 599,99 I 2 599,99 I 3 999,99 I I I 
I I I I I I I I 
I I I 

Small Urban I R I 639,96 735,70 934,85 967,71 1 678,83 841,84 I 
Areas3 I ~ I 70,4 54,3 55,5 40,5 32,9 49,7 I 

I I I 
I I r----,- r-----I 

Rura1
4 

I R I 424,87 733,64 884,26 I 1 263,93 I 1 671,25 I 851,72 I 
Areas I I I I I I 

I ~ I 61,0 53,5 46,9 I 42,1 I 29,8 I 43,4 I 
I I I I I I 

1. Martins, J.H., op.cit., Tables 22,23 and 24. 
2. Based on a samp~313 households. 
3. Based on a sample of 99 households. 
4. Based on a sample of 287 households. 



Table 8.281 Household Distribution per Income Group 

I I I I 
I Income Group I R I R 00,00 - R1 200,00 - R2 200,00 - I R3 400,00 - R5 200,00 + Total 
I I I 1 199,99 2 199,99 3399,99 I 5 199,00 
I I I I 
I I I I 
I Large Urban I Samp1 e I 36 74 79 I 62 61 312 
I Area I Number I I 
I I ~ I 11,54 23,71 25,32 I 19,87 19,55 100 
I I I I 
I I I I 
I Income Groupl R I R 00,00 - I R 800,00 - R1 600,00 - I R2 600,00 - R4 000,00 + Total 
I I I 799,99 599,992 599,99 I 3 999,99 
I I I I 
I I I I 
I Small Urban I Sample I 28 30 18 I 17 6 99 
I Area I Number I I 
I I % I 28,28 30,30 18,18 I 17,17 6,06 100 
I I I I 
I I I I 
I Rural I Samp1 e I 75 95 49 I 37 31 287 
I Area I Number I I 
I I ~ I 26,13 33,10 17,07 I 12,89 10,80 100 
I I I I 

1. Martins, J.H., op.cit., Tables 22, 23 and 24. 



Table 8.291 Percentage Increase in Expenditure on Food per Income Group 

I I I 
IIncome Groupl R R 000,00 - R1 200,00 R1 200,00 - R 2 200,00 I R2 200,00 - R3 400,00 R3400 - R 5 200,00 
I I 1 799,99 2 199,99 2 199,99 3 399,99 I 3 399,99 5 199,00 5 199,00 
I I I 
I I 
I Large Urhanl % 34,12 17,05 11,63 62,92 
I Areas I 
I I 
I I I 
I Income Groupl R I R 000,00 - R 800,00 R 800,00 - R 1 600,00 R1 600,00 - R2 600,00 R2600 - R 4 000,00 
I I I 799,99 1 599,99 1 599,99 2 599,99 2 599,99 3 999,99 2 999,99 
I I I 

I 
Small Urbani % 14,96 27,07 3,52 73,48 
Areas 1 

I 
Rural Areas I % 72,67 20,53 42,94 32,23 

I 

1. Table 8. 27 labovel. 



Table 8.301 Dietary Patterns in Mdantsane Households 

. _--,-
Twice Less than 

Food items Da ily weekly Weekly weekly 

Carbohydrates: Maize 83 15 1 1 
Bread 94 0 1 5 
Sugar 90 2 3 5 

Proteins: Meat 5 18 27 50 
Eggs 10 18 10 62 

Vi tami ns: Milk 34 4 17 45 
Greens 34 44 18 4 

Other: Tea/Coffee 95 1 1 3 
Fat 40 6 27 27 

1. Surplus Peoples Project , op.cit . , p. 190. 



Table 8.311 Eating Frequency in Elukhanyweni Households (per cent) 

,---r--, Twice 
Conmodities , Daily weekly Weekly Monthly , , 

Carbohydrates: Maize , 93 7 
Bread , 85 3 6 5 
Sugar , 98 I I , , 

Proteins: Meat , 4 " 41 45 
Eggs 16 9 16 60 

Vitamins: Milk 23 8 10 60 
Greens 27 40 30 5 

Other: Tea/Coffee 99 I 
Butter 42 14 15 28 

Table 8.322 Eatin,9 Frequency in Glenmore Households (per cent) 

Conmodities 

Carbohydrates: Maize 
Bread 
Sugar 

Proteins: 

Vi tamins: 

Other: 

Meat 
Eggs 
Fish 

'Iil k 
Vegetables 

Tea/Coffee 
r·1argarine 

- ---, 
Daily 1 Twice Less than Weekly , 
89 " 
51 33 16 
81 S 14 

r 
, 30 70 
'3 16 81 
, 8 92 , 
,-- -r----' 

30 '24' 46 
8 ,62' 30 , , 

r ,--- -
'81 , 5 14 
,32 ,36 32 , , 

1. Surplus Peoples Project, op.cit ., p. 275. 
2. Ibid, p. 303. --



Table 8.331 

Items 

Greens 
Margarine/fat 
Meat 
Potatoes/rice 
Fi sh 
Eggs 
Sugar 
Tea/Coffee 
Cheese 
Milk 
Jam 

Table 8 . 342. 

Diet in Sada, Glenmore and Kall1l1askraal 
(2) contrasted with Mdantsane. Dimbaza 
and Elukhanywem {l I, 1981 (per cent). 

r ., 
I DAILY I LESS THAN WEEKLY 
I (ll (2l I (ll (2l 
I I r---· ,---
I 19-34 I 8-9 4-2 15-30 
I 40-54 I 22-39 27-29 32-44 
I 4-6 I 0-2 33-50 60-78 
I 9-15 I 1-5 27-30 43-56 
I 0-4 I 0-1 74-79 90-96 
I 0-10 I 2-4 60-76 72-81 
I 83-98 I 81-91 1-6 2-14 
I 84-99 I 81-91 0-5 2-14 
I 5-9 I 0-3 79-90 92-99 
I 14-34 I 15-30 45-60 46-72 
I 9-18 I 3-27 66-88 64-95 
I 

Diet patt~t:..n of Households (per cent) 

I I I I I I 
I Item I Mdantsane Dimbaza I Saoa IElukhanyweni IKall111askraal IGlenmore I 
I Idaily ltw3 daily 1b,1 daily ltw Id.iiy lb, Idaily ltw Idaily ltw I 
I I I I I I I 
I I I I I I I 
IMaize I 80 2 75 8 I 97 0 I 93 0 I 90 0 I 89 0 I 
IVegetab1esi 34 4 19 12 I 8 15 I 27 5 I 9 28 I 8 30 I 
I~'eat I 5 50 6 33 I 1 67 I 4 44 I 2 78 I 0 70 I 
IMilk I 34 45 14 55 I 18 45 I 23 60 I 15 72 I 30 46 I 
I I I I I I I 

1. Surplus Peoples Project, ap .cit., p. 231 . 
2. Ibid .• p. 338. 
3. less than weekly. 



Tahle 8 . 35 Number of meals per day (per cent) 

,._- , 
Location Three , Two , One , , , , 

Mdantsanel 67 I ?B I 5 
°inilaza2 I I 
Sada3 32 I 63 I 5 
E1 ukhanyweni4 I I 
Kamna sk raa,5 45 I 49 I 6 
Glenmore6 60 I 34 I 6 

I I 

1. Surplus Peoples Project, op . cit . , p. 190. 
2. Unknown . --
3. Ibid., p. 23l. 
4. Uilfi1own. 
5. Ibid., p. 31B . 
6. lbld . , p. 303. 



Table 8.361 Number of housing units and population in proclaimed 
towns in ClSRe,. 1977 -1 981. 

1 1 1 1 
1 Towns 1 1977 1978 1979 1 1980 1 1981 
1 1 1 1 
1 1 1 1 
1 Oimbaza 1 1 1 
1 Population 1 9 555 10 970 12 595 1 14 460 1 16 601 
I Housing Units I 1 697 1 700 1 679 1 1 759 1 947 
1 11 itha 1 1 
1 Population 1 1 302 1 886 2 733 1 3 960 5 738 
1 Housing Units I 260 258 602 1 610 642 
1 Kayal ethu 1 1 
1 Population 1 1 262 1 1 287 1 312 1 1 338 1 364 
I Housing Units 1 215 1 157 199 1 199 1991 
I Mdantsane I 1 1 1 
1 Population 1 123 157 1 134 204 146 242 1 159 360 173 554 1 
I Housi ng Units I 16 880 1 18 062 18 755 1 19 788 21 117 1 
'1 Ntsel amanzi I 1 1 1 

Population 1 126 1 126 126 - 1 
Housing Units I 12 1 12 8 - 1 

Sada 1 1 1 
Popul at; on 1 14 432 1 15 090 15 780 16 500 17 253 1 
Housing Units I 2 898 1 2 900 2 921 2 408 1 994 1 

Zwelitsha 1 1 1 
Population 1 26 909 1 27 671 28 454 29 260 30 089 1 
Housing Units I. 2 478 1 2 502 2 504 2 514 2 538 1 

1 1 1 
I I 1 

Total 1 I 1 
Popul ati on 1 176 743 1 191 23', 207 242 224 878 244 699 1 
Housing Units I 24 440 I 25 591 26 668 27 278 28 437 I 

1 1 1 

1. Bensa, I Stat; sti ca 1 Survey of 81 ack Development, 1981. Part I I' • 
op.cit .• Table 14 . 



Table 8.371 Annual change in population and numher of housing 
unl'[s. 1977-1981 (per cen';l. 

1 
Towns 1 1977/78 1978/79 1979/80 1980/81 1977/81 

1 
1 

Dimbaza 1 
t change in population 1 14.8 14,8 14,8 14,8 73,7 
t change in housing Unitsl 0,2 -1,2 4,8 10,7 14,7 

11 itha 1 
t change in population 1 44,9 44,9 44,9 44,9 340,7 
t change in housing Unitsl -0,8 1,5 133,3 1,32 146,9 

Kayalethu 1 
t change in population 1 2,0 1,9 2,0 1,9 8,1 
t change in housing Unitsl -27,0 26,8 0,0 0,0 -7,4 

Mdantsane 1 
t change in population I 9,0 9,0 9,0 9,0 41,0 
t change in housing Unitsl 7,0 3,8 5,5 6,7 25,1 

Ntsel amanz; 1 
t change in population I 0,0 0,0 0,0 
t change in housing Unitsl 0,0 -33,3 

Sada 1 
t change in population I 4,6 4,5 4,6 1 4,6 19,5 
t change in housing Unitsl 0,1 0,7 -17 ,6 1 -17 ,2 -31,2 

Zwel itsha 1 1 
t change in population 1 2,8 2,8 2,8 1 2,8 11,8 
t change in housing Unitsl 1,0 0,1 0,4 1 1,0 2,4 

1 I . 
1 1 

Total 1 1 
% change in population 1 8,2 8,4 8,5 1 8,8 38,4 
t change in housing Unitsl 4,7 4,2 2,3 1 4,2 16,4 

1 1 

1. Table 8.36. 



Table 8. 381 

1 
1 Towns 
1 
1 
I Dimbaza 
·1 !litha 
I Kayalethu 
I Mdantsane 
I ~ltsel amanzi 
1 Sada 
1 Zwelitsha 
1 
1 
1 Total 
1 

1.. Table 8.36. 

POfulation per housing unit. in proclaimed to~ms . 
19 /-1981 

1 1 1 1 
1977 1 1978 1 1979 1980 1 1981 1 

1 1 1 1 
1 1 1 1 

5,63 1 6,45 1 7,50 8,22 1 8,53 1 
5,01 1 7,31 1 4,54 6,4 9 1 8,94 I 
5,87 I 8,20 I 6,59 6,72 I 6 ,85 I 
7,30 I 7,43 1 7,80 8,05 1 8 , 2? I 

10,50 1 10,50 I 15,75 - 1 - 1 
4,98 1 5,20 1 5,40 6,85 1 8,65 1 

10,86 1 11 , 06 1 11,36 11,64 1 11,86 1 
1 1 1 1 
1 1 1 1 

7,23 1 7,47 1 7,77 8,24 1 8,60 1 
1 1 I 1 



Table 8.391 Population per housing unit in proclaimed towns in 
the Black States 1n South ATnca, 1981. 

1981 

Bophuthatswana --- 5-,64 
Ciskei 8,60 
Vencta 7,93 
KWazulu 8,36 
Qwaqwa 4,75 
Lebowa 7,03 
Gazankulu 5,44 
Kangwane 7,46 
Kwandebele 4,14 

Tota12 7,46 

1. ~nso. 'Statistical Survey of Black Development, 1981, Part I', 
op.cit.. hble 39; and Bensa, IStatistical Survey of Black 
Development, 1961. Part II'. op.cit .• Table 15 . 
2. Excl udi n9 Transkei . ---



Table 8.401 

Nuniler of 
rooms 

1 
2 
3 
4 
5+ 

Total 

Distribution of own houses by number of rooms for 
BlacK hOUseholds. 1981 

, , 
Large Urban Areas1 Small Urban Areasl Rural Areas 
Number 1 't I Number I 'l>l Number I 't 

1 1 1 1 1 
,---- ---.,- -,---,- --I 

1 1 2 1 6,6 1 
1 15116,7 12113,2 
1 110133,3 12113,2 

36 1 53,7 1 5 1 16,7 14 1 15,4 
36 1 46,3 1 8 1 26,7 53 1 58,2 

1 1 1 1 ,--, ,-----,-- --- r-- -- , 
1 67 1100,0 1 30 1100,0 1 91 1100,0 
1 1 1 1 1 1 

1. r~artins. J.H .• op.cH., p. 75. 



Table B.411 

Number of 
rooms 

1 
2 
3 
4 
5+ 

Total 

01stribution of rented houses by number of rooms for 
Black households. 1981 

1 ------------ - 1 
Large Urban Areas! Small Urban Areas I Rural Areas 
Number I " I Number I '.t t Humber I '.t 

1 1 1 1 1 -r ---,- 1 
5 1 2,0 2 1 2,9 1 

1 4B 169,6 2133,3 
3 1 1 , 2 1 1 1,4 2 1 33,3 

165 167,1 15 1 21,7 1 116,7 
73 1 29,7 3 1 4,4 1 1 16,7 

1 1 1 
1 1- 1 r--------r 

246 1100,0 1 69 1100,0 1 6 1100,0 
1 1 1 1 1 

1. l-1artins, J.H .• op.cit .• p. 75. 



Table 8.421 

Type of 
Wall 

Stone 
Clay 
Bri eli. 
Concrete 
Other 

Total 

Distribution of 0\.," houses by type of wall for Black 
housenolds, 1981 

I I 
Large Urban Areasl Small Urban Areas I Rural Areas 
Number I '1 I tlumb er I % I Numb er I 1> 

I I I I I 
I I ---,--- -r-- - -- -- I 

3 I 4,5 I I I 7 I 2,5 
I I 15 I 50,0 I 120 I 42,7 

34 I 50,7 I 14 I 45,7 I 140 1 49,8 
30 1 44,8 1 1 1 3,3 I 2 I 0,7 

1 - 1 1 - 1 12 I 4,3 
I I I I 1 
1 I _n I I 

67 1100,0 30 1100 ,0 1 281 1100,0 
I 1 I 1 

1. Martins, J.H . • op.cit .• p. 76. 



Table 8.431 

Type -of 
Wall 

Stone 
Clay 
Sri ck 
Concrete 
Other 

Total 

Distribution of rented houses by type of wall for Black 
hoUseholds, 1981 

I I 
Large Urban Areasl Small Urban Area~1 Rural Areas 
Number I t I Number I 1 I Number I t 

1 1 I I 1 ,.----.1- --,-- --I - --1 
2 1 0,8 1 1 1,~ 1 1 
1 1 0,4 1 - 1 1 1 16,7 

128 1 52,3 33 1 47,8 1 5 1 83,3 
112 1 45,7 35 1 50,8 1 1 

2 1 0,8 1 - 1 1 
1 1 1 1 
I I - 1 

245 1100,0 69 1100,0 6 1100,0 
1 1 1 

1. Martins, J.H .• op.cit .• p. 76 . 



Table 8.441 

Type of 
Roof 

Grass 
Corrugated 
iron 
Asbestos 
Other 

Total 

Distribution of ow:n houses by type of roof for B1 ack 
households, 19BI 

--]--- ---- 1 

large Urban Areasl Small Urban Areas] Rural Areas 
Number I % I Number 1 '1> I Number I 1> 

1 1 1 1 1 
1 I ,----] 
1 - 1 h 1 20,0 1 61 21,7 

6 1 9,0 1 19 163,4 1 201 71,5 
1 1 1 1 

60 1 89,6 1 4 1 13,3 1 2 0,7 
1 1 1,4 1 1 1 3,3 1 17 6,1 

1 1 1 1 
]- 1 1 1 
1 67 1100,0 30 1100,0 281 1100,0 
1 1 1 1 

1. Martins, J. H., op.cit ., p. 78. 



Table 8.451 

Type of 
Roof 

Grass 
Corrugated 
iron 
Asbestos 
Other 

Total 

Di stribution of rented houses by type of roof for 81 ack 
housenolds, 1981 

I I 
I I 

- I - I 
10 4,1 I 15 21,7 I 6 

I 
235 95,9 I 54 78,3 

1. Martins, J.H., op.cit., p. 77. 



Table 8.461 

Electricity 
Available 

Distribution of own houses by electricity 
aval lable tor BlacK households. 1981 

,----r--- ---,---- ---T-- -r--- -I 
Yes 49 1 73,1 I I I 1 I 0,4 
110 18 I 26,9 I 30 I 100,0 I 280 I 99,6 

I I I I I 
1 1 

Total 67 100,0 30 I 100,0 281 I 100,0 
I I 

1. Martins, J.H .• op.cit., p. 78. 



Table 8.471 

Electricity 
Available 

Yes 
I~o 

Total 

01 stri but; on of rented houses by el ectl"'icity ava i1 ab 1 e for 
Black nousenolds, 1981 

,_. 
I Large Urban Areas Small Urban Areas Rural Areas 
1 Number I 'II Number 1 'lI Number I '.t 
1 1 1 1 

1 1 
48 19,6 2 2,9 1 - 1 

197 80,4 67 97,1 5 1100,0 1 
1 1 

r----r---r---y---y---~---I 

245 100 ,0 69 100,0 5 100 ,0 1 
1 

1. Martins, J.H .• ap.cit . • p. 78. 



Tab 1 e 8.48.1 Nature of d\'1ellings. 1981 (per cent) 

I 
IMdantsane Dimbaza Sada E1 ukhanyweni Karmlaskraal Gl enmore 
I I-- ---- --TI-----r---r---,-- -----,-------, 

I Tent I 0 1 0 3 42 3 
I Shack I 3 3 0 0 2, 0 
I Temporary Housel 11 17 8 72 32 94 
IPermanent Housel 86 79 92 25 1 3 
I I 

1. Surplus Peoples Project, op.cit., p. 338. 
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CHAPTER 9 CONCLUSION 

In thi s thesi s an attempt has been made to show that the concept of 

economic development goes beyond the measurement of national · or regional 

output and their rates of growth. In a sense, all development is 

regional; ·geographically, a region may be simply a part of a wider 

national entity or, alternatively, consist of a number of national 

states, or it may in principle even coincide with the political 

boundari es of a parti cul ar nati onal state. Regi onal growth theori es 

(such as Export Base theory and its extensions) and location theories are 

essenti ally based on the measurement of broad economi c aggregates and, 

therefore, ignore the fact that regions (in all senses of the \~ord) may 

well differ in their receptivenes·s or abil ity to respond to economi c 

development efforts. Economic development does not only mean regional 

development from a geographical point of view; it also means development 

of the individual s within a region,m" of society as a whole. 

The wi despread di sappoi nti ng performance of economi c growth in fa i 1 i ng to 

substantially reduce poverty and to create the conditions of 

self-sustained economic development in less-developed countries, may well 

resul t from a failure to recognise that economic development does not 

take place in a social vacuum. The missing ingredient between economic 

growth and development may, therefore, be vested in the peopl e of a 

region, ratiler than in the properties of a territory itself. It has thus 

been argued here that the "missing link" for the achievement of a 

til reshol d for sustai ned economi c dev elopment may be fi 11 e<1 by the 

satisfaction of basic needs, at least to a required minimum level. On 

this logic, a 8asic Needs strategy was integrated into the wider elements 

of a development pol icy based upon 1 ocati on and growth theory. Ci skei 

was then considered as a typical case study of a less-developed region in 

South Africa, and it was concluded that both government and private 

expenditure could be better co-ordinated if a Basic Needs strategy \~as 

consciously adopted. If such a strategy were to prove successful in 

Ciskei, this would imply a much wider field of potential application, 

certainly in South Africa and probably in much of the Third Horld . 

The satistaction of basic needs should be seen as the cause of 

development, not the consequence of alack of development . Fail ure to 

adequately satisfy basic needs may well result, for example, in famine 
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and epidemics, which I~ould then necessitate expenditure of a "basic 

needs" nature an,YItay. But such Basic · Needs expenditure would amount to a 

social welfare policy (in a rather desperate sense) and not an economic 

development policy of the kind discussed in this thesis . Thus basic 

needs in the context of development policy should be vielted as a means to 

an end, rather than as an end in itself. Failure to do so may result in 

a reversal of cause and effect, and expenditure on basic needs would then 

be a consequence of poverty and misery rather than a cause of development. 

This thesis has attempted to show that cause and effect can . indeed be 

reversed in this manner. In other \~ords, a diagnosis of the problems of 

economic development is necessary, and only after a correct diagnosis has 

been made can a useful Basic Needs strategy (as a means to the end of 

economic development) be applied. Rather than to dra\~ up a development 

blueprint, an attempt was made to diagnose the problems retarding 

development in the broadest sense. Thus, instead of a specific set of 

policy measures, an alternative general strategy of development has been 

suggested here. This was done at a conceptual rather than an operational 

level, as operational measures without prior conceptual diagnosis are 

very likely to miscarry, or only succeed by chance. 

Such a conceptual framework is not appl icabl e to Ciskei alone. A sol i d 

foundati on of economi c grOltth represented by an adequate provi si on of 

basic needs may be precisely what many developing countries need to 

repl ace their somewhat precari ous type of exi stence where economic growth 

can be easily reversed. In times of prosperity a structural deficiency 

in the satisfaction of basic needs may become temporarily obscured in a 

devel opi ng country. However, during the recent worl d recessi on, a 

frequent problem has been the fo 11 owi ng : A devel opi ng country may fi nd 

it difficult to apply the necessary resources towards export production 

whi ch woul d further the cause of economi c recovery, on account of the 

underlying poverty which the recession itsel f has now served to reveal. 

Scarce resources must therefore be bel atedly appl i eo to poverty 

alleviation, at the expense of economic growth. Basic needs may thus be 

an essenti a 1 component or dimens i on of development pol icy, somethi ng 

which has been overlooked in the uncritical application of growth theory 

to underdeveloped regions. 
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