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Preface

When the original exponent of PROUT, Prabhat . R. Sarkar, (or Baba as he is affectionately
known to many of us), first developed his PROUT philosophy, he gave in fact three things:

First, he gave usavision of what anidea Society should look like. In hisworks, Baba paintsa
picture of a progressive vibrant society with less inequalities, full employment, a decentralized
economy with workers participation, ecologically balanced growth, and so on.

Secondly, he proposed someof the structuresand policiesneededinsuch asociety, likethethree
tier industrial set up, the emphasis on co-operatives, decentralized planning, a balanced fiscal pol-
icy, etc.

Finally, he gave ahistorical analysisin the form of his theory of the social cycle.

What we did not get, was adetailed blue print of how to bring the society fromwhereitisnow,
with its gross inequalities and degenerated economic structure, to the progressive ideal society
Baba painted in his visions.

Though Babain hiswritings gave us specific ideasand answersto many economic and political
guestions, he nonethel essleft uswith several specific questionsunanswered, such asthe problem of
capital formationinthird world countries, the question of intellectual property rights, andsoon.

Itisthereforenot possiblefor ustoday to directly take PROUT and implement it in any specific
country or region. Westill lack much of the information and knowledge required to do so. Thisisa
fact we must boldly recognize, or elsewewill never learn to acquire the knowledge we need to ma-
terialize Baba' svision. Aslong aswekeep our glassesfull, we can not get any new water init. And
aslong aswebelievethat we know everything about PROUT, wewill never beabletolearn enough
to practically implement it. As Babasaid,

Onewill not be ableto know an%/thi ng unless onedevel ops the psychology of, “I know not.” It is the funda-
mental spirit of atrue aspirant.

But though we do not know all the specifics to establish a working PROUTIst society today,
Baba provided us with enough hints and guidelines for usto find out the answers we need to suc-
ceed. Indeed, the morewe get acquainted with the economic problems of the real world, the more
wearein aposition to understand the profound wisdom and i ngenious sol utions Baba has given us
in his philosophy.

One of the tasks of Prout Research Institute therefore, isto

Based on research carried out on [the Progressive Utilization Theory and economic question], to prepareand
present tentative PROUT-based outlines for economic, palitical and social policiesfor specific areas, coun-
tries, or regions. 2

This publication, An Introduction to Block Level Planning, is meant as a contribution




to this goa. We hope it will be useful for PRI staff and others who are interested in economic pla nning for local
communities of about 100,000 people or thereabout, based on the principles of a PROUTIst economy.

Calcutta 25 December 1992

Acarya Rameshvar ananda Avadhuta
Secretary
Prout Resear ch I nstitute (Global)




INTRODUCTION

For a Proutist about to suggest economic
reform for a new society, the problems are
amost maddening. First of all, the eco-
nomic situation of theworldisvery precari-
ous today, with the economy collapsing in
many places. The gap between therich and
the poor isincreasing every day. Secondly,
we have no model of proutistic economic
planning to follow, but have to start from
scratch. In this process, there are so many
approaches we could take, and how can we
tell in advance which one isright? The re-
sults of a mistake can be serious, as there
are so many pitfalls along the road. At the
sametime, asweare getting moreand more
vocal, more people are coming to know
about PROUT, and some of themwoul d ex-
pect usto deliver practical policiesto solve
existing problemsin their societies. In this
sense, we are sgqueezed between our own
need to learn and formulate concrete poli-
cies, and the appearance we are giving that
we already have these policiesworked out.
Which, if we should be honest with our-
selves, in many cases we have not.

Thereisthereforean urgent needtosit down and
produce concrete, implementable policies for
specific countries and economic conditions. But
how do we formulate these practical policies?
Where do we start?

Shouldweinthefirst phase concentrate ex-
clusively on propagating spirituality, as a
proper society will not emerge without
moral leadership? Or should we aim at po-
litical power, by contesting elections? Or
should we emphasi ze economic planning?

If we chose the sphere of economics, again,
what should our approach be? Will specific
policies and suggestions based on Prout be
useful at al, if they are not implemented
within the context of a Proutistic society?
For example, if we suggest a policy of bas-
ing industries on locally available
raw-materials and co-operative structures
of production, will thisbe successful within
the general context of a capitalist society?
If not, isit useful for usto suggest any eco-
nomic policies at all, until after a Shudra
revolution that destroys all the previous
power structures of the society?

These arevery important questions, and vi-
tal to determining where we should go, and
on what we should put in our research and
emphasis.

Prama

To find answers to these questions, let us turn to
Baba's concept of PRAMA. In hisarticle, Dynamic
Equilibrium and Equi pois;e3 he explains about So-
ciety, and how it has gradually degenerated from a
state of equilibrium and equipoiseto the stage of de-
rangement, from derangement to disruption, and
then to the final stage of degeneration. Today, soci-
ety finds itsdf in this stage of degeneration with
“economic bankruptcy, socia unrest, cultural de-
generation and religious superstition.”

Theroleof PROUT isto bring society from
this stage of degeneration back to astage of
balance and equipoise. That means a bal-
anced society where everyone' s needs are
met, and everyone has the opportunity to
develop higher full spiritual potentials.




So how can this be done? Here Baba has given
some very soecific guidelines for usto follow:

Firgt, it is impossible to bring society
from a stage of degeneration directly to
a stage of equipoise or Prama. Wefirst
haveto bring it fromthe stage of degen-
eration to the stage of disruption, then
from disruption to derangement, and
then finally back to equipoise.

Secondly, dthough degeneration has
taken place in al three spheres, i.e.
physcal, mental and spiritual, initially
greaer importance should be given to
restoring the balance in the physical
sphere, as an imbalance here will bring
about a loss of equipoise in the mental
and spiritud spheres as well.

Thirdly, in order to restore equipoise or
Prama in the physical sphere, we need
first to subdivide the physical stratum
into various substraa, such as agricul -
ture, industry, medicine, irrigation, and
so on. By gradually reestablishing equi-
poise and equilibrium in these
sub-strata, we will eventually be able to
achieve equilibrium or Pramain the en-
tire physica stratum.

What implications do these guidelines have for
the processof economic planning? Great implica-
tions, in fact.

First of all, asitis not possibleto achieve arestora-
tion of Pramain “onefell swoop’ asit were, but has
to be done gradually, it follows that we cannot ex-
pectthat with amagic wandwewill beabletoimple-
ment aperfect Proutist society over night, withall its
amenities and structures. We will have to patiently
suggest reforms that take into consideration the
present degenerati on of society, soasto step by step
bring about atruly Proutist society. This means that
we cannot expect to introduce a complete Proutist
economy all at once It hasto beagradual process.

Secondly, we must concentrate onconcrete physical
and economic problems, if we wish to achieve a
state of Prama. To only propagate spirituaity will
not do, asthevery effortsto bring about equilibrium
inthespiritua spherewill constantly be undermined
by the lack of equilibrium in the physical sphere.

Finally, we cannot magically bring about balancein
the society from above by propagating general
ideas. Quite the reverse. The only way to regain
equipoise, isto look at particular concrete problems
in the economy, such as agriculture and
agro-industries, and find out in detail how to bring
these into balance. As more and more aress of the
physical stratum arein balance, finally the whole
physical sphere will be balanced.

These general guidelines Baba has given
areof immensevalueto aPRI planner, asit
provides us with a framework or general
strategy from which to start our work. In-
stead of fumbling in darkness, we have
some concrete direction to follow.

In addition, Baba in his article gave some
more hints as how to restore Prama, in the
form of 4 basic factors to consider. They
are:

The physical demand at present
and the physical demand in the
foreseeable future.

The physical supply at present
and the physical supply in the
foreseeable future.

The maximum utilization of
land.

The Five Fundamental Princi-
ples of PROUT as they apply to
the physical stratum.

As we will see, these factors will be very
important in our planning.




Block level planning

Not only must we take each sub-stratum of
society and try to bring about balance in
them one by one (such as creating a bal-
anced agriculture) but we must limit our ef-
fort to restricted geographical aress. It is
not possible to make a central plan for the
whole world, or a whole country, at once.
Babawrites:

Thus, to develop an area economically,
planning must start at the grass roots level
— the direction of economic development
should be from the bottom to the top, not
from the top to the bottom. The latter ap-
proachisimpracticd and autopianmyth.

Sowiththisinmind, our task ismoreclear. We have

to start at the grassroots, and with the help of local
people, deve op practical economic plansfor partic-
ular areas or ‘blgcks’ — the smallest unit of plan-
ningin PROUT. For block level planning Babahas
also given some specific points to consider, viz.,

- Cost of Production
Productivity
Purchasing capacity

- Collective necessity

These guidelines are aso very important,
and we will return to them in the practical
parts of this manual.

However, most of Baba's writings on de-
centralized planning concerns planning on
aSamgj or statelevel. IntheexamplesBaba
gave on planning, he talked about Bangla-
desh, Tripura, Bihar, West Bengal etc., but
so far no practical examples Baba might
have given on block level planning have
been published.

A further complication is that where Baba
does talk about decentralized planning
down to the block level, he considers the
block a part of a larger self- sufficient
socio-economic unit. In our first attempt at
planning, wewill befaced with theproblem
that the block we planwill beanisolatedis-
land in a sea of capitalism. This limits our
possibilities, as a proper block level plan
cannot be drawn up unlessit is apart of an
overall plan for economic self- sufficiency
in a socio-economic unit.

Strategy

A complete block level plan cannot be
drawn up unless it is a part of a larger
proutist strategy on the level of the
socio-economic unit. Yet, theirony is that
we will never get to plan on the
socio-economic units level unless we first
are successful in solving the problems on
the block level. We must create successful
economic modelswithin the block we plan,
so peoplewill gain confidencein prout asa
practical alternative that has the ability to
solve real economic problems. Therefore,
thereformswe suggest must adjust withthe
present economic realities the block finds
itself in, even if thismeansthat astrict im-
plementation of al prout policieswon't be
possibleintheinitia stages. Once we have
successful models to prove our theories,
people might ask usto extend the planning
to larger areas, which could function asreal
self-sufficient economic units.

Thisisquiteinlinewith Baba sideas, when
he says that planning has to start on the
grass roots level and go upwards.

Even if we had the opportunity to make a
plan for a socio-economic unit or even a

*

A "block" is an areawith a population of approx. 100,000 people.




country, we must still proceed carefully.
Economic structures cannot be replaced
over night, and the country is also caught
within the frame of the international econ-
omy.

We must therefore always take a positive
approach. First introduce limited reforms
that will help people in a practical way on
the grass roots level, then, when you have
gained their confidence, proceed to replace
existing economic structures.

In contrast, the approach of communism and other
authoritarian regimes have often been destructive.
They started with tearing down before they had the
new structuresin place, and hence caused immense
hardships on the people. As Baba commented re-
garding thecommunesystem, “ Sadvipraswill never

0 against the spirit of acountry and causeitsruin.”

If we get achanceto implement aproutigt plan for
an area, big or small, and thehardshipson the people
increase substantidly, we will lose al credibility,
and people will think to return to the old ways, even
if they were bad.

Onthe other hand, astheworldistoday, in-
stitutions, economies, and countries are
breaking down. It is by no means certain
that the“freetrade” movewill continue. As
communities become unstable, interna
tiona trade may also become affected.
With economic calamitiesrising, and capi-
talism breaking due to its own contradic-
tions, there will be a great demand for
aternatives. If communities find that they
cannolonger rely onthe USA or theEECto
provide them with ready markets and im-
ports of lots of gadgets, they will have to
look inside to become more self-reliant.
Here prout has a great opportunity to make
animpact. If theexisting structureshaveal -
ready collapsed, drastic reformscan beim-
plemented, as there are no structures to
protect. The people will be shelterless, and
wewould haveto build them anew homeas

quickly as possible. Thisis different from
the situation where the people still have a
house to live in. If we destroy it ourselves,
and then get delayed in building anew one,
we would be roundly condemned. If the
people are without a home, then whatever
we do to build anew one will be gratefully
acknowledged, aslong as we did not cause
the destruction of their old house.

Similarly with the economic system.

The basic strategy of PRI, which isthe one
followed by this manual, is to make
PROUT practical. Inpursuing thispractical
approach, we will follow the guidelines
Baba has given regarding the restoration of
Prama and decentralized planning with the
emphasison block level planning, i.e. plan-
ning for communitieswith approx. 100,000
people.

We will try to determine within a given
community where a lack of balance or
Pramaexists. Thiscould be poor utilization
of land, or industries that pollute the envi-
ronment, or large scale unemployment, or
dependence onimported raw materials, etc.
etc. Once the problems are identified, we
will with the hel p of our basic knowledge of
PROUT, and in co-operation and consulta-
tion with the local people whose lives are
being planned, try to come up with alterna-
tivesthat will restore the Prama or equilib-
rium to that aspect of community life.

Aswemanageto restore Pramato moreand
more sub-strata of the community, such as
agriculture, employment, education, and
trade, we will gradually restore Prama in
the physical sphere of the community.

By preparing block level plans that are
based on concrete policies and reforms, we
will be able to economically uplift local
communities. Thesecommunitieswill later




on have to be coordinated through larger Itisour hopethat thismanud will proveto beboth a
master plans, but that isbeyond the topic of practical guide and an inspiration to PRI staff and
this manual. other Proutists all over the world.




CHAPTER 1:

VISIONS OF A NEW SOCIETY

As we embark on the path of planning, it
may befair tofirst try to seewhat type of so-
ciety Babaenvisioned in afully developed
proutist economy. This could give us an
overview that could helpusto set upgoals.

In thisfield, Baba has been fairly detailed,
and through his writings we can easily see
themainfeaturesasBabaenvisioned them.

Decentralized economy

Theproutist society will beone, where eco-
nomic planning is decentralized. Each
socio-economic unit should initially be
made economically self-sufficient, by pro-
ducing all its basic requirements from re-
sources found within the unit.

Protecting local industries vs.

free trade

Inorder to achievethis, theindustry in each
unit should at the beginning be protected
from outside competition, so as to have a
chance to grow strong and competitive.

During this period, no imports of essential
commodities should be allowed. Local
manufacturers will then come forward, the
local economy will be stimulated, and all
people will find jobs. Even if initialy the
local commoditiesare of less quality, more
expensive, and thesupply scarce, thepolicy
should remain, asit would stimulate the lo-
cal production.

However, no room should be alowed for compla-
cency. If there are shortages of essential (or even
non-essentid) goods, or if thelocd production is of
avery low quality, or substantially more expensive

than outside goods, this will encourage smuggling.
Redlizing this, Baba comments,

“If local commodities do not meet the
needsand aspirationsof the people, imme-
diate steps must be taken to increase the
quality, reduce the price and increase the
supply of loca goods, otherwiseillegal im-
portswill be encouraged.”

Prout, however, is not an isolationist movement,
like the “Jute Idea” in North Korea. The reason for
the ban on importsis only to force the local econo-
mies to be efficient. As the socio-economic units
grow strong and attan self-sufficiency, the restric-
tions will ease in two ways. First, smaller

socio-economic units will merge into larger units,

and secondly the ban on imports will be lifted and
free trade will be encouraged .

Free trade should be encouraged once
self-aufficiency isattained, asthiswill help
facilitate increased prosperity and encour-
age economic parity among
socio-economic units, and lead to the for -
mation of larger sodo-economic units.
(See Box PAGE 10)

Today, most third world countries find
themselvesin the position of being suppli-
ersof cheap raw materials, and importersof
expensive manufactured goods. The decen-
tralization of planning, and the policy of re-
gional self- sufficiency, will reverse this
trend. Asthelocal potentials of each socio-
economic unit are getting fully utilized, lo-
cal raw materialswill be processed locally.
Hence, only manufactured goods will be
exported. No country will be stuck in the
roleof supplier of raw materialsany longer.

For developing countries with few com-
modities to export, Baba recommends bar-
ter trade.




Local control of the economy

In aproutist economy, the local economy should be
controlled by local people. This means that all in-
dustries, raw materials, and other wealth inacertain
region should belong to and be controlled by the
people living there. Foreign ownership should not
be dlowed, as the foreign companies would like to
repatriate profits, and thus cause a drainage of
wedth fromthearea Likewise, taxescoll ected from
alocal areashould be used for that area, at least until
the purchasng capacity of that areais equal to the
mog developed areain the country.

This is the complete opposite of what is
happening in most developing countries.
Foreign trans-national corporation, taking

advantage of the poorly developed econ-
omy and the cheap labour, movein and buy
up mineral deposits and establish factories.
In countries like Singapore and the Philip-
pines, the mgority of the economy is di-
rectly owned or controlled by foreign
companies.

Increasing purchasing capacity

and full employment

Inaproutist society, the minimum requirementswil|
be guaranteedto all = and the purchasing power of
the people will continueto increase. ~ Indeed, this
is one of the most important goals of prout. This,
Baba says, can be achieved withthe decentralization
of economic activity, which would create full em-
ployment and growth in real incomes.

Historical reasons for protecting domestic markets

The strategy of initially protecting local markets is actually vindicated by experience. Economies that
opened themsel ves up toindiscriminateimportsoften had their local industrial base destroyed, or if itwas
never developedinthefirst place, preventeditfrom ever getting established. One exampleisthe Philip-
pineswhich hasbeen pursuing apolicy of “freetrade”. Asareault of thispolicy loca manufacturerswere
put out of business due to the dumping of imported goods. Even more drastic examples can be found in
Africa, where in most countries the industrial base is extremely weak and indiscriminate imports are
common. Attemptsto I mport Substitution Industrialization have only led to inefficiency and awaste of
resources.

On the other hand, countries that realized the need to develop their own industrial capacity, like Japan,
and more recently, South Korea, initially protected their domestic markets jealously.

Communist countries also practice protectionism. However, in contrast to Eastern European countries
and other countries following asocialist model, Koreawould not allow its industries to become i neffi-
cient. Whilein communist countries protectionism was a means to encourage complacency, corruption
and stagnation, the Korean government kept industry on its toes by threatening to open up its market to
imports, as soon as loca priceswent too far from international norms, or if the quality of the products
sagged. Throughthis, they wereabletoforcelocal manufacturersto beefficient, until now Korean goods
can effectively compete on the world market.

An earlier example of the same strategy can befound in Britain, and indeed in most of what are now the
industriaized countries. At the beginning of theindustrial revolution, the textileindustry wasthedriving
force. Atthat timeBritainwoul d not all ow even onethread of yarnto beimported to the UK , i nspite of the
fact that it could haveimported cheaper cloth of superior quality from either India, China, or West Africa.

Inanutshell, Baba spolicy of protectinglocal industriesin theinitial sages of industrial development is
not an expression of xenophobi ¢ protecti onism, but an indi spensableand practical policy of industrial de-
velopment, that has beentested and tried in actual life. Thekey problem here will beto ensurethat thelo-
ca industry makesuse of the protectionto grow strong, and does not useit asanexcusefor mediocrity and
inefficiency. If that happens, sadvipras would have to apply circumstantial presaure to rectify the situa-
tion.

-10 -




Agriculture

In a proutist society, agriculture would be
organized on aco-operative basis. It would
be mechanized, and modern techniques
used to ensure that it is economical. The
population that is displaced by the new
farming techniques will be absorbed in
agro- and agrico- industries.

Industry

Aswementioned, industry will bebased on
locally available raw materials, and only
manufactured goods will be exported. Im-
portant key industries will be controlled by
local governments, large factories by
co-operatives, and small manufacturing
units will remain in private hands.

Co-operatives

The main force in this proutist economy
would be co-operatives. Though co- opera-
tives in many countries of the world have
failed due to lack of moral leadership and
unpsychological imposition of ideas, Baba
considers the co- operative model theideal
to build ahealthy society.

Co-operatives, in aproutist society, will be
implemented in agriculture and industry
alike. In agriculture, co-operativeswill ini-
tially be introduced as a means of consoli-
dating uneconomica land holdings, and
then later expand to embrace all agricul-
ture. In industry, co-operatives will be im-
plemented in all except very small units,

and key industriesthat will berun by thelo-
cal government.

All trading activities, including foreign
trade, aswell asbanking andinsurance, will
be run by co-operatives.

Taxes

Thetaxation inaPROUT economy will be
at the source of production. Thismeansthat
taxes will be collected as excise duties in
factoriesor as VAT (value added tax). In-
come taxes will be scrapped. As in a
proutist economy therewill be both amini-
mum and maximum income, progressive
incometaxationwill nolonger be needed as
an equalizing factor.

In agriculture, tax will be collected in kind
as a percentage of the production.

&&&

These are some of the features of a devel-
oped proutist economy, as Baba envisions
it. [tisimportant to keep thisvision aivein
our minds, to guide us in our planning.

However, planning hasto bepractical, and theresto-
ration of the balance in society will be gradual. It is
therefore unlikely that you could implement all, or
even many, of thesereformsin asingle block within
ashort timeframe. Wewill thereforehaveto startin
amodest way, lay aproper foundation, to eventually
reach a stage where Baba's vision is fully imple-
mented. We have to restore Prama step by step.

-11 -




CHAPTER 2:

PRELIMINARIES

Before we start to discuss the process of
planning, let usfirst realize that economic
planning, even in a relatively small area
such as ablock, isabig and hard job. It is
nothing you can do over a coffee break, or
in afew daysor weeks. To gather all infor-
mation, to analyze the problems, to find ap-
propriate solutions, and to consolidate
these solutions into a coherent practical
plan for economic development, will take
several months of hard dedicated work by a
committed group of people working under
ideal conditions, even for apreliminary re-
port.

There are no real shortcuts, and to come up
with no planisbetter thanto comeupwitha
inadequately researched and poorly con-
ceived plan, that does not meet the real
needs of the people. A plan should not only
look nice on paper, it should work in prac-
tice.

There is a great difference between aca-
demic papers on decentralized planning,
and actual economic planning. Academic
papers can be debated and discussed, and
whether they are practical or impractical
does not matter much, asthey remaininthe
realm of ideas, and do not directly affect
anybody outside the group of intellectuals
who read them. We can therefore afford to
let our ideas fly on a high level of abstrac-
tion, making pointsfor their own sake, con-
structing beautiful methodologies and let
our thoughts spin without having to be
bound by the actual harsh realities of this
earth.

-12 -

When it comes to real economic planning
on the other hand, we must be concerned
with that whichworks. The object hereisto
solve particular problems of particular
communities. What we come up with will
directly affect the people in the area being
planned, provided that the plan is imple-
mented. If in the end the plan is not imple-
mented, you will still have gained valuable
practicefor the day when our planswill be.
In other words, while planning, keep in
mind that what you do and what you plan
will affect the lives of thousands of people,
either now or in the future.

There are several things we have to con-
sider before starting the actual planning
process. They are:

- Who should be engaged in the
planning process?

- Our approach to planning.

- Thequalification of the planning
co-ordinator.

- The selection of the block to pre-
pare aplan for.

- The selection of the planning
committee.

- The Planning Process.

L et us deal with these topics one by one.




Who should be engaged
in the planning process?

The specialty of Proutist planning isthat it
is decentralized. This means that low level
bodies will be responsible for planning
their own communities and to implement
the plans they draw up.

However, there are as of yet no established
Proutist economies operating in the world,
and so the decentralized planning systemis
asof yet notimplemented anywhere. By in-
troducing block-level planning we are
therefore taking a pioneering step, and it is
unlikely that the expertise needed to carry
out Proutist planning will be immediately
available in all the blocks who might wish
totry it.

It isthereforelikely that, at this stage, most
blocks would need some initial help and
guidance from an experienced PRI staff or
other experienced Proutist, who could as-
sist local Proutistsin their first attemptsto
plan their blocks. It follows that in the ini-
tial stages block level planning can proba-
bly not be a totally indigenous effort, but
will have to be a co-ordinated effort be-
tween a PRI qualified planning
co-ordinator and local Proutists and other
moralists.

Our approach to planning.

The purpose of the planning exercise is to
produce a plan that can successfully be
used by alocal community to improveit’s
economic future. The approach we take to
the planning effort istherefore very impor-
tant. If our approach is wrong, the result
will not be encouraging.

Faulty approaches

It isvery often tempting to think that aswe
have thisgreat PROUT philosophy, we au-
tomatically know how the economy should

work and how the society should be, and
henceitisour job to gotoacommunity and
make sure that these communities imple-
ment the plans and programmes we con-
sider best for them. The same approach has
been used by colonial powers, church lead-
ers, and political demagoguesfor centuries,
and we must guard ourselvesvery carefully
against falling into the trap of emulating
them.

This means in practical terms this: Don't start to
think of how to implement any proutist policies be-
fore thoroughly understanding the problems of the
area, and the aspirations of the people. Y ou would
be putting the cart before the horse.

The correct approach
THE CORRECT mental attitude should be
this:

What arethe peculiar problemsand situationsinthis
area? How have people tried to solve them up to
now? Why have they failed? and Does Baba's
PROUT philosophy contain alternative solutions
that may solve the problemsthe peoplearefacing?

Thatis, first try to understand the problems. Thentry
to seeif Babahas given asolution within Hisphilos-
ophy. After finding the appropriate solution in prin-
ciple, it is time to work out how it could be
practically implemented in the particular situation.

First after the immediate problems of the
areaaresolved, and ageneral acceptance of
proutist ideas is found in the local people,
we can proceed with the long term goal of
implementing the complete proutist vision
outlined in chapter 2.

In learning to understand the problem, the
help of local peopleisindispensable. Also,
local people are in a better position to tell
the outside planner what they need most ur-
gently. The importance of the planner is

-13 -




that he/she has a clear guideline to eco-
nomic development based on his/her
knowledge of PROUT. It is therefore im-
portant to integrate local people into the
planning process, and realize that they are
the real experts on their own problems and
situation.

Onespecialty of PROUT liesinitsfifth fundamental
principle. That principle states that polices of
PROUT has to “..vary in accordance with the
changes in time, space, and person...”. 12 Because
of thisflexihility, PROUT can always be gpplicable
to various situations. The principles remain the
same, but the policies and concrete plans will vary.
In order to come up with concrete policies, we must
therefore first understand the area, the people, and
the present circumstances.

Baba said, Know the area, prepare the plan, and
serve the people. This knowing the area, should
thereforebethe FIRST stepin any planning process.
To dart to formulate policies before a thorough
study of thelocal Stuation has been done, is tanta-
mount to imposing ideas from outside. The result
will be more like that of centralized planning in
communist countries. So the first step in any plan-
ning processwould beto get afull understanding of
the loca area, its current economic, political and
cultural situation, itspotentialities, andits problems.

The qualification of the
planning co-ordinator

The qualification of the planning
co-ordinator should also be given some
thought. First of al, she must be well
versed in PROUT. S/he should also have a
basic knowledge of economics, and an in-
terest in community development. The
planning co-ordinator should ideally have
gonethrough aauthorized training program
in block-level planning organized by the
PRI, and at thevery least have had accessto
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this manual and have studied it thoroughly
before commencing her/his work.

The planning co-ordinator must also havea
genuine love for the people and the area
ghewantsto assist in planning, and be pre-
pared to listen morethan gheistalking! In-
deed, in the first stages of the planning,
which consists mostly of data collection
and identifying problems, the planning
co-ordinator should NEV ER suggest solu-
tions or give any advice on the problems
s/he encounters. That will come later.
Don’'t preempt yourself by playing eco-
nomic “guru”, when later you may haveto
revise your advice as more information co-
mesin.

Itisalso important that the person has abe-
haviour that gives confidence and inspires
othersto co-operate. Be humble. If you are
the planning co-ordinator, realize that the
peoplewhom you areworking with, evenif
they are humble peasants, are experts in
knowing their own problems, and knows
more in this field than what you coming
from afar will ever know in alife-time.

Selection of Block or area
to be planned

Thisisaquestion that has to be considered
carefully, asour resourcesarelimited. Nat-
uraly, as time goes on and block-level
planning becomes a common occurrence,
every block will have to be selected for
planning. However, initialy it is good to
choose a block where certain criteria are
met, so asto maximizethe results of our ef-
forts. Some of the things to consider when
choosing your first block to plan are asfol-
lows:

Economic conditions
Choose a block with economic potentia in
form of natural resources, man power, and




energy sources. It doesn’t matter if thearea
ispoor, but it has to have economic potenti-
alities that can be developed with proper
planning. If thefirst time around you try to
make aplanfor the SaharaDesert or Mount
Everest, youarelikely toend upfrustrated.

Links with the people

Secondly, try to choose an area where you
or other proutists have some close links
with the people. It could be some prominent
proutist or margii who livesin the area, or
that you have good friends or other strong
links to the place. Thisis an essential as-
pect, asyou will probably not be ableto en-
gagethelocal peopleintheplanning efforts
and incorporate them into the planning
committee, if you are all total strangers.

Independent economy

Thirdly, the more independent the area is
economically the better. That is to say, a
block which is situated in an export pro-
cessing zone dominated by foreign trans
national companies is not very interesting
to plan, asthereisno chance that any of the
recommendations will ever be discussed,
much lessimplemented. In contrast, arural
block with a certain degree of local auton-
omy to plan its own future, like a munici-
pality in the Philippines or a district in
Ghana, is much more interesting. As the
plans you come up with can actually help
solve real problems, the local people will
also be interested in participating.

Representative of surrounding
areas

An additional advantage would be if the
block is somehow representative for the
surrounding areas, solessonslearnt in plan-
ning that block could be useful for the plan-
ning of adjacent blocks.
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Selection and
Composition of the
Planning Committee

Theplanning committee should be selected
from the broadest possible base within the
local community. If at thisinitial stage suf-
ficient numbers of qualified personsare not
available from within the block, then some
of thekey positionsmay befilled by outsid-
ers.

Baba writes that while experts in various fields
should be consulted, local moralists should play the
leading rolein the planning process. =~ Thenumber
of these key plannersshould be kept low, maybetwo
or three. If you have enough qualified Proutists to
selectthem fromtheblock itself itisideal. However,
if the required expertise is lacking, the planning
co-ordinator could also come from outside. How-
ever, the other key planners must then be dynamic
and active proutists or margiis from the local area.

The remaining members of the planning
committee should be selected according to
their capacities and qualifications, and
should primarily be asked to assist in their
specific areas of expertise.

In the initial stages of the planning, when
the main job is to understand the ares, its
people, its problems, and the social and
economic life there, the members of the
planning committee should try to present a
picture of the situation in the block as re-
gards to their specific knowledge.

The main work of analyzing the problems
and formulate tentative plans for the area
hasto be carried out by the key members of
the committee. The reason for this is that
past experience shows that it is hard for a
large group of people to act creatively, as
the points of view and the personalities of -
ten clash. However, after each step in the
planning process, the key members should
present their findingsto thefull committee,




where it can be discussed and new ideas
brought forward.

The planning committee should include
representatives from the following:

- Economist

- Agricultural expert

- Engineer
Industrialist

- Farmers

- Workers

- Fishermen

- Village chief or elders

- Town consulars

- Other representatives from
groups in the community

etc.

The Planning Process

In line with the general approach to eco-
nomic planning we aready discussed, after
the other preliminary steps are undertaken,
we need to consider the actual planning
process. The approach followed in this
manual is as follows:

1. Collect data on the area

This should be done without preconcep-
tionsand biasasto what policieswewishto
implement. Wefirst have to understand the
problems before we can address the solu-
tions. Anything else is impractical. Baba
has given severa guidelines as to what in-
formation isneeded for proper planning. In
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addition, specific economic statistics (if
available), such as GNP per capita, infant
mortality, literacy rates, unemployment,
Balance of Payment (BOP) situation, Debt
Burden, GNP and GDP, Trade accounts,
etc. etc. should be collected. The main
thrust must beto determineWHAT ISTHE
PRESENT ECONOMY LIKE, WHAT
ARE THE MAIN PROBLEMS, WHAT
ARE THE UNTAPPED RESOURCES
AND OTHER POTENTIALS, IF THE
AREA IS CURRENTLY UNDER
TRANSFORMATION, WHAT IS THE
TREND ETC.

2. Review of data

The data thus collected should be thor-
oughly reviewed, anditisessential that this
review isincluded asan integral part of the
report itself.

3. Formulation of main problems
Based onthe data available, try to pinpoint themain
problemsof the area, and if possible, the underlying
causes of these problems. What detrimental polices
are currently being pursued? What outside factors
are negatively influencing the economy? First when
the PROBLEM Sareclearly defined, can wehopeto
find solutions for them.

4. Formulation of policies for

solving the problems

Once the problems have been clearly de-
fined, we can proceed to see what solutions
we can find. In this, we will be guided by
Baba's ideology and our understanding of
PROUT. Atthisstageitisalsoimportant
to identify which problems are suitable to
tacklewith block level planning, and which
would require a co-ordinated effort of sev-
eral blocks or awhole province. Problems
related to institutes of higher learning, ma-
jor hydro-electric dams, airfields, location
of key industries and many others cannot be
solved through the planning of one block




alone, but must be part of larger scale plan-
ning. Fiscal and trade policies have to be
decided on anational, and sometimeson an
international, level.

5. Putting PROUT in a greater

perspective

When we have identified the immediate
problems and how to solve them, we can
proceed to see how in the long term we
could integrate the whole economy into a
truly PROUTIsticunit. Thisisnot meant as
aguideto planners, but just asavision of a
possible future which can be formulated as
we gain experience of the limited PROUT
reformswhichwecurrently are proposing.

6. Report writing

The final report should be clear and con-
cise. The language should be reserved but
authoritative. Don't make extravagant
clams of what gains to be derived from
adopting PROUT based principles. Let ev-
eryone judge on the merits of the facts and
the arguments presented. If there are un-
clear areas, acknowledge it. Don't pretend
to have solutions when you don’'t have
them. But if a thorough study has been
made, put forward your recommendations
with weight and conviction, without boast-

ing.

We have to remember that we are not presenting an
academic paper, but an economic plan for aspecific
community. The message must therefore be clear,

unambiguous, and without any contradictions. The
academic approach of, "...on one hand this, but on
theother handthat...” or °...soand sohasgot adiffer-
ent view of this subject, so...” isnot suitablein this
context. Take everyone's view in mind, but in the
end, present aclear and consistent report. Aslong as
the main points are correct, it is better to present
some flawed opinions than to confuse the reader by
expressing contradictory opinions. We will never
know the “correct’ answer to al questions. Through
study and experiencewe may approach theidea , we
may get closer to it, but there will always remain
scope for improvement.

So, withinthe planning committee, discuss,
argue, ventilate your views, but in the end,
come up with a consistent common strat-
egy. Rather, if no clear understanding can
be reached on asubject, or if, in an extreme
case, no clear understanding can bereached
onkey issues, it would bebetter to delay the
publishing of thereport, or to cancel it alto-
gether, than to present something which
you yourselves are not sure whether it is
right. We have to understand that we arein
the beginning of alearning process, and we
DON'T haveall theanswersyet. Withtime
and practice we will get them, but in the
meanwhile we have to realize our limita-
tions as well as our strengths.

Unless there are compelling reasons to do
otherwise, the layout of the report could
conveniently follow this outline:

*

"Personally | have severd times been amazed of how Baba's wrtings contains solutions to problems|

never even knew existed. Hence, when | first read Baba's books and discourses, | did not appreciate
the significance of what Baba said. First when | started to study } {\plan \i\f1\fs20 real }{\plain
\f1\fs20 economic problems, did | come to understand the depth of Baba's practical wisdom. | found
out, time and again, that Baba had thesolutions aready made out, before | had even encountered the
problems. A striking example of a policy that for me took on new significance after sudying actual
problems were Baba's four parts of the economy.” \'97 }{\plain \b\f1\fs20 The author} { \plain \f1\fs20
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a. Preface

Statethesituation on how and why the study wasun-
dertaken, how the report was prepared, and the usual
Stuff...

b. Summary
Makeabrief summary of the problemsandthemain
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recommendations. (Most peoplewill never read fur-
ther than thisl)

c. Review of current situation and problems
Present thefactsyou acquired from your datacol lec-

tion, and theanalysisof thedata. Befairly detailed.

d. Present your solutions




CHAPTER 3:

DATA COLLECTION

Toplanablock, weneed first to collect alot
of data. Some of this data are directly con-
cerned with the block being planned, and
some arerelated to the nation or sub-region
where the block is situated.

We can also classify the data according to
source. This would yield the following
groups.

- Government sources, such as of -
ficial statistics, Syear plans, etc.

- International organizations, such
as the World Bank, UN, and
other financial institutions.

- Alternative sources, including
independent journalists and
economists, and environmental,
political and nationalist groups
(as long as those are not con-
trolled by the government).

- Direct collectionof primary data.

Block-specific data versus
general data

Toplanablock, itisnot sufficient to collect
data only from the specific areathat should
be planned. A block istoo small to betaken
in isolation. It is connected to and influ-
enced by the genera situation the country
and the sub-regioninwhichitislocated in.
Thegenera economic trendsin the country
must therefore be studied and assessed to
understand the particular problems in the
block for whichyouwishto prepareaplan.
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Specifically, you need to ook at natural re-
sources, development of industry and agri-
culture, the general situation of the
economy, and government economic poli-
ciesfor the country as awhole.

For example, the economic policies of the
government can have aprofound impact on
the economic life of ablock. If you prepare
to set up alocal cottage industry to produce
soap from locally available raw-materials
such as oil-palm or coconut, and the gov-
ernment insists on putting heavy taxes on
locally produced goods, while opening up
the market to the free importation of soap
from abroad, it may severely affect thevia-
bility of the venture.

Likewise, the general situation of raw ma-
terials in the country will affect the plan-
ning of the block. If within the block you
have vast deposits of iron ore and you plan
to set up asteel plant, you would first have
to seeif there is sufficient cheap energy, in
the form of coal, oil, or any other suitable
source available within a reasonable dis-
tance. The availability in neighbouring
blocks of high quality coa to mix with the
iron, and other mineralsusedinthe produc-
tion of steel would also be important.

Also, if a certain product or resource was
only found in one specia block or a few
blocks, therewould be amarket for export-
ing it to other blockswithin the country. An
obvious example would be that fish could
be shipped from the coastal areaintothein-
terior regions.




The general level of poverty, unemploy-
ment, the foreign debt, availability of local
credit, and many other factors also affect
the situation inaparticular block. So, in or-
der to successfully plan a block:

Firg, collect data about the country asawhole, and
get ageneral idea about the economic, political,
and geographical situationinwhich the block finds
itself.

Secondly, proceed to collect specific data about the
particular block you wish to plan, including adja-
cent blocks.

Inthisway, youwill beableto put theinfor-
mation you get about the block in proper
perspective.

Various sources of data,
what to look for, and how
to obtain it

Let us now consider different sources of
data and for what particular information a
planner should belooking. Bear inmindthe
genera approach we discussed in the last
chapter. We should be trying to UNDER-
STAND the problems of the area, without
any bias. We should belookingfor trendsin
the economy, opportunities for the future,
evidence of mismanagement, evidence of
sensible policiesand of irrational ones, and
SO on.

Inthemidst of millions of pieces of data, always|ook
for trends and patterns so as to see the whole pic -
ture. Thi ili ns in complex rela-
tions, to be able to determine the root cause of
mplex problem rmin r ree of

cessas a planner,

Statistics and other official

sources of government data
Thefirst typeof datayou should belooking
for from the government is statistics. The
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reliability of statistics may vary greatly, so
alwaystry to keep an open mind. Compare
the statistics with your personal experi-
encesinthefield. If, for example, the statis-
tics say that unemployment is 0.3%, while
everyoneyou talk with complainsthat they
are unemployed, and there is news of con-
stant factory closures and lay-offs, then
there are strong reasons to doubt the statis-
tics.

Inthe case of unemployment, try to enquire
how they measure it. Is it all people who
have filled in a form and registered as un-
employed with the local government agen-
cies? If the agency has no jobs to offer,
maybeonly 1in 10 unemployed would reg-
ister, so the statistics show only 10% of the
real unemployment. These types of admin-
istrative tricks are extremely common with
all governments, and the planner must
therefore bevery careful with accepting the
figures presented.

In this context, it isgood to remember are-
mark attributed to Mark Twain. He is sup-
posed to have said:

Therearethreetypesof lies. Therearelies,
there are damned lies, and there is statis-
tics.

Though thisishardly anuanced view of the
science of statistics, it istrue that by selec-
tively choosing your data, and by changing
the underlying premises, you can present
two apparently opposing views from the
same statistical base. Let us take a very
common example.

Don’t Get Fooled by Statistics:

The Example of GNP

Suppose that the Republic of Inflatonia
with the Deval as its currency boasts of a
GNP growth of 40% per year. In their pro-
pagandathey claim that with such afantas-
tic growth of theeconomy, peoplearemuch




better off than they were a few years ago.
They base their claim on the following fig-
ures:

is a third world country with a very high
birth rate, and the population is increasing

; Y ear 1986 1987 1988 1989
The average growth would be around 40% oy i 01 408 797 1510319 519,862 | 531,351
per year. However, suppose that these fan- Devals

tastic figures are actually at current prices.
This, inthelanguage of economists, smply
meansthat inflation has not been takeninto
account. If theinflation has been running at

Y ear 1986 1987 |1988 1989
Million| 498,797 725,476|1,024,679 1,389,026
Devals

38%, it means that real economic growth
has only been 2%!

with 3.3% per year. You see, to know if
thereismore prosperity in acountry or not,
it is not sufficient to see if the economy is
growing, but we haveto determine whether
it isgrowing faster than the increase of the
population. If we take all the income of a
country during one year, and divide it with
the number of peoplein the country during
that year, we get what we call GNP per ca-
pita. If in 1986 therewere 55 million people

The same figures, at constant
1986 prices, (or in other words, GNP at Constant 1986 Prices
what the figures would have been
had the cost of goods been the 1400000 -
same as in 1986) would therefore
be something like this: = 1200000+
2 1000000 -
Lookingat thegraphs, thatisquite | & gnp0p -
adifference! 5
= 500000 -
But now, totakethisexamplefur- | .2 4000001
ther, let uspresumethat Inflatonia| 5 20qq0p -
- in Inflatonia, then the GNP per ca-
pita with a population growth of
GNP a Current Prices 3.3% ayear for the4yearsat con-
stant 1986 prices would be:
1400000 5
g 1200000 4 1986
= 1000000 - 498,797 million Devals / 55 million =
S a0nnan - 9,069 Devals
E 600000 4
= 400000 4 1987
= 200000 510,319 million Devals / (55+55*0.033)

million = 8,982 Devals
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1988
519,862 million Devals/ (56.8+56.8*0.033) million
= 8,857 Devals

1989
531,351 millionDevals/(58.7+58.7*0.033) million
= 8,764 Devals

This, inaverage, show adeclineinthe GNP
per capitaat constant prices of roughly 1%
per year. This means, in average people
were economically worse off for every
year.

But even this does not tell the whole story.
If the GNP per capitaincreases, but at the
same time the distribution of income has
become moredistorted during the same pe-
riod, thenit could meanthat afew onthetop
has becomericher, and the mgjority hasbe-
come still poorer, even as the economy is
growing.

commonly used termsin economicswill be
explained. Understanding these terms will
help you to successfully interpret basic sta-
tistical data and so get a brief idea of the
state of any economy.

Apart from understanding the data, we have
to consider the case of out-right falsifica-
tion of statistical data. Thisislesscommon,
but the practice neverthel essexists. Falsifi-
cation naturally rendersthe datatotally val -
ueless. So be cautious.

And yet, in spite of all its limitations, we
can still not dowithout statistics. It isessen-
tial for the planning process, and wehaveto
learn how to avoid the pitfalls, realize its
limitations, and interpret it correctly.

Where to obtain the data?

Statistical data can be obtained from vari-

ous sources, depending on the country.
Even though the datais normally

GNP per Capita at Constant 1986

Prices

3100 1
000 ¢
8300 1
Bo00 ¢
G700 1
BB00

Dewals

scattered between several agen-
cies, there usually exists statisti-
cal year books that compile
statisticsfrom several sources. By
obtaining such books, you can
find names of other agencies that
collect statistics. Thisis useful if
you require more specific dataon
certain subjects, such as agricul-
ture, industry, wages, etc.

If you don’t know where to find

1986 1987 1983

this year book, take a telephone
directory. Look under govern-

1989

o try to be careful with the statistics you
use. Don’tuseany statisticsif youdon't un-
derstand it thoroughly.

Some statistical dataisessential for prepar-
ing a plan, and it is therefore good for the
planning co-ordinator to get used to thejar-
gons of economists. In Chapter 4, many
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ment departments, and search
first for names like, “ Statistical Services’
etc. If this does not bear fruit, look for the
“Department of Economic Planning” or
something like that. If this fails, phone up
the Ministry of Finance and ask which gov-
ernment agency isresponsiblefor statistics.
They should be able to tell you. Or goto a




good library. Ask the librarian. She could
probably find you something to get started
with. Or pick up a book on economics.
They usualy use government statistics as
sources. Look in the end of the book at the
references, and most likely you would find
some references to materials published by
the “Statistical Survey” or whoever. Just
look for something that soundsto haveany-
thing to do with statistical economic data.
Then take down the name you find, and
look it up in the phone book.

Asyou see, there are severa waysof track-
ing down sources of data. A similar ap-
proach naturally worksfor any kind of data,
not only statistics. So if you don't find
something right away, don’'t lose heart. Be
creative. Tracking down datais alittle bit
like investigating journalism.

Once you have found the agency that pro-
videsstatistics, ask if they have specific sta-
tisticsfor the block or areawhere you plan
to carry out your planning. This, as a sup-
plement to the national statistics, can bean
important tool in your planning efforts.

Government Plans

Other important documents are the eco-
nomic plans written by the government.
Here they lay down their priorities, and
specify policies. In many countries, the
government prepares five year plans (or
whatever number of years). Glancethrough
these documents. But don’'t be surprised if
you find that they were never implemented!
Quite frequently they are not!

Data from the World Bank, UN
and other sources

Thisdataisanother important source of in-
formation. Use it to compare the govern-
ment data. One useful thing about them, is
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that they often quotetheir figuresin USdol -
larsrather than inthelocal currency, which
is the common practice with government
reports. However, if thereis a great differ-
ence between the official exchangerateand
the black market rate, thefiguresusually re-
flect theofficial rate, and so can bemid ead-

ing.

When dealing with World Bank reportsand
documents, you should also be aware of the
basic World Bank Policy tilt. Asthe World
Bank and the IMF are so influential, it is
helpful for you to have a brief understand-
ing of the basic IMF/World Bank strategy,
and how their policiesdiffer from PROUT.

Alternative sources

Once you have got hold of the official ver-
sion of the state of theeconomy, itistimeto
get down to thereal stuff. The government
isgeneraly keen to present the best possi-
bleimage of what isgoing on, and you must
be exceedingly sharp to see through their
polished facade without a bit of help.

This help you will get from independent
sources. It can be left-wing journalists, un-
orthodox economists, nationalist leaders,
or even catholic priests! Anyonewho isnot
in the pay of the government, and who is
writing critically. By comparing the infor-
mation of both the government and its crit-
ics, you can probably find out where the
real problems are.

Direct collection of data

For block level planning, direct collection
of data is the most crucia (and most time
consuming) part of the data collection. For
this you must actually go to the area con-
cerned, talk to the people, visit the farmers,
visit the fishermen, speak to the local plan-
ners, the mayor, the teachers, and whoever
elseisinvolved.




Interviewing people

Now, supposethat you go toavillageand talk witha
loca farmer. How do you approach him? How do
you get them to talk to you?

Theinitial contact isvery important. If you
have a local person who is respected and
known inthe community (for examplealo-
cal margii who hasbeen activeinrelief and
development work, and has earned respect
through that) it isgood if he makes the ap-
pointment, and bringsyou. Theapproachto
take is that you are working with rural de-
velopment, and havecometotheareatolis-
ten and learn about their problems. Thisis
far better than to say, “We have come to
make an economic planfor your municipal -
ity.” If needed, you can add that after learn-
ing more about the area, you might be able
to give some guidance to the local people
on how to make a plan to improve the eco-
nomic situation.

NEVER COME IN WITH POMPOSITY, PRE-
TENDING TO KNOW ALL THE ANSWERS
Evenif youthink you do know, be humbleand listen
and ask, that isthe only way people will open up to
speak.

So now if you have got access to this
farmer, what do you ask him? How do you
approach him?

First of all, you must put him at ease, and
make him speak freely. Try to get redlly in-
terested in his problems, and the problems
of other farmers. Asyou approach the farm
house (if that iswhere you will meet), keep
your attention on examining the farm, the
house, the area. Look for things that catch
your attention, things that impress you,
things you don’t understand, signs of how
the economic situation on thefarm may be.
After greeting the farmer, and introducing
yourself, open with something that putsev-
eryoneto ease, even if it isnot directly re-

lated to what you want to know. “There
were some very nice flowers outside your
window which | have never seen before.
Arethey local tothisarea? Do you usethem
for anything?’ or “Y ou seemto haveavery
well tended farm. How big isit?’ or even
something personal like, “While we were
waiting for you | was talking to your son.
He speaks very good English.” The main
thing is to put the other person at ease.
Speak simple language. Ask smple ques-
tions. When the farmer answers, follow up
with questionsto show that you arefollow-
ing what heis saying. TAKE NOTES.

Before the meeting, make a few notes on
gpecial thingsyou would like to know. But
keep them few and brief. NEVER read
questions from a paper. LET THE
FARMER lead the conversation as long as
thetalk keepsto themaintopic. Many times
you might get very important information
which you had never thought of asking.

Foremost, let the farmer explain what his
problems are, and what he thinks could be
the solution to them. If he mentionsthat in-
puts for the farm are very costly, then fol -
low up with detailed questions. How much
does it cost to plant one acre of rice? How
much seeds, fertilizers, pesticides, etc.?
How much labour cost? How much is the
selling price? Does he have money to fi-
nance the farm himself, or does he have to
borrow money at the beginning of thefarm-
ing season? If he borrows, from where?
Bank? Money lender? How much interest
does he haveto pay? How many acres does
he have for planting rice? How many acres
does an average farmer have?

With this information, you can calculate
how much profit he makes in a season.
Then ask how many crops he can plantina
year. If there are, say, two crops, then take
the amount you got for profit and divide it
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with 6 (one year is 12 months, so with two
crops a year in average the profit of one
crop should last him half a year or six
months) to find out what is hismonthly in-
come. Comparethiswiththesalary of afac-
tory worker. Ask him if the amount he
makes isenough to survive, etc. If itisnot,
ask what other opportunitieshehasto make
money, switch to other crops, etc. Any
other special problems? Birds eating the
crop? Shortageof fertilizers? Difficultiesin
selling his produce? Difficulties in trans-
porting it to the markets?

Inthisway, you canget alot of information.
As you see, you have to try to follow the
discussion and analyze the information as
you get it, in order to be able to follow up
with new questions.

The approach will be smilar with fisher-
men and other similar occupations, where
people might not possess so much formal
education, but could till have alot of wis-
dom. When it comes to talking to the
town-planner, the mayor, or other techno-
crats, first give yourself a decent back-
ground in what you are trying to do, soyou
can converse intelligently with them in
their own terminology and language. But
even here, the basic idea is the same. Ask.
L et them speak. Don't get yourself trapped
into answering specific questionsof how to
solve this problem or that. Tell them that at
this stage you are trying to understand the
situation, and that you might shareyour im-
pressionsonceyou have gathered theinfor-
mation you need. On the other hand, try to
get them to suggest how to solve the prob-
lems they enumerate. What would they
need to solve them? Under what circum-
stances could the problems be completely
eradicated?

Information to look for
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For asuccessful plan, youmust get detailed
information from all panchayats and vil-
lagesin the area. Foremost, try to look into
3 of the aspects Baba mentioned regarding
therestoration of Prama (thefourth one, re-
garding the 5 fundamenta principles of
prout, will be considered |ater):

First, assessthe demand for essential commodities.
What are the main needs that should be satisfied.
Housing? Food? Clothing? Education? Not only at
the present, but also for the near future.

Secondly, seeif these needsarebeingmet, or if plans
are being made to meet them. I's enough food being
grown? Do people have the purchasing capacity to
buy the food? Is there sufficient housing? What
about schools? What about doctors and clinics?

Finally, see how the land is being utilized. Is it
wasted, or isit beingtaken care of properly? Arebig
areas unutilized? | s there a balanced utilization be-
tween agriculture, industry, housing etc.? Is defor-
estation and soil erosion being alowed to go on
unchecked?

These three aspects are essential for the
planning process, so make sure that suffi-
cient datais collected on them.

Apartfromthese, therearestill many things
to find out, such as:

* What is the main source of in-
come?

* What foods are being grown?

* How much of the food is grown
locally, and how much is being
bought from outside?

* What industries are there?

* What resources, including raw
materials?

* What is the climate?




* What crops are suitable?

* What is the standard of educa-
tion?

* How many children go to
school ?

* What is the population?
* |stheland properly utilized?

* Are people generally poor or
rich?

* What percentage of the local
population isengaged in agricul-
ture, industry, trading, services,
etc.

In short, try to get as detailed as possible
picture of the area, the people, the poten-
tials. Also ask questions like:

What do youfeel arethe main problemsof thearea?

What would you need to solve these problems?

Summary of data to
collect

Statistics:
For the fol lowing, try to get current figures, as well

asthefiguresfor thepast 10years where applicable,
so asto be able to see trends:

* GNP at current and constant
prices, and in US dollars

* GNP per capita
* GDP

* Details on the external debt, in-
cluding debt serviceratios

* Government accounts
* Balance of payment accounts
* Major exports and imports

* Mineral deposits and natural re-
sources
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* Agricultural production
* Income distribution

* Infant mortality rate

* |nfant malnutrition

* Other health statistics

* Number of children of school go-
ing age attending school

* How many complete primary
* How many complete secondary

* How many complete university
etc.

* Ratio of boys/girlsin school
* Literacy rate

* Unemployment

* Supply of skilled labour

* Supply of professionals

* Average wages

* How far can afamily survive on
their wages

* Labour unrest
* Consumer price index

* Religious, ethnic and cultural
mix of society

* |If there are great differences be-
tween different areas of one
country, try to get a breakdown
of relevant figures by geograph-
ical region.

Other government documents:
Economic plans (e.g. 5 year plans)

Other international organizations:

L ook for any books published by the World Bank or
UN organizations about the country or the
sub-region. Beselective, and pick what isimportant.




If, for example, the country you are study-
ing is poor and some neighbouring coun-
tries with similar potentials are rich, then
try to study the economy of these countries
also, to see what policies they made that
were different.

Alternative sour ces:

Hereyou also haveto be sdective Look for books
with proper research. Less rhetoric usually means
that the standard of the book is higher. Look for
books that are critical to the way the economy has
been run. Look in good bookstores, libraries, etc.
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Also, aternative publishers and opposition groups
may have published materials.

If the country is very authoritarian, and
does not allow critical materials to be pub-
lished, look for books written by dissident
intellectuals living in foreign countries.

Direct collection of data

Talk with people on the ground. Tak with both lo-
ca officials and planners, and plain normal people
in the villages and in the cities. Also seeif you can
get hold of local records, such asthemunicipal bud-
get, local statistical records and figures, etc.




CHAPTER 4:

ANALYSIS OF DATA

After the data has been collected, it has to
be analyzed.

Asyou now sit down in front of amenacing
mountain of books, tables, notesfrominter-
views with people, maps, statistics and
what not, it is hard to avoid getting a sink-
ing feeling in the stomach.

“Can | really digest all of this? The dataiis
so plentiful, that even the thought of
ploughing through it makes me tired!
Surely, by thetimel have gonethrough hal f
of it, I will have forgotten 90% of what |
read, just like what happened in my Latin
classes in school. And what about if we
come up with suggestionsthat don’t work?
Probably the best thing isto just burniit all
and forget about it, before| am theonewho
get burnt out.”

Don't panic! Planning can actually be fun,
if you have the mind for it. Sometimes the
confusion comes from looking too closely
on the details, and forgetting to see what
pattern these details are making. Like not
being able to seetheforest for al the trees.
Or abetter example, by looking at a photo-
graph with astrong lens, you will see only
dispersed points which seem totally unre-
lated and utterly boring. But if you look at
thepointsfrom adistance, youwill find that
they actually form a pattern, and it can be
both interesting to look at and easy to re-
member.

Therefore, when studying large quantities
of raw data, always strive to get a distance
to it, to find the patterns and the connec-
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tions that make the data come aive and
become interesting.

Our main purpose of collecting dataisactu-
ally to have asufficient baseto enable usto
understand the particular Situation in the
block and the country weare planning, with
its problems, potentials, and peculiarities.
So don't let yourself get drowned in the
data. Learn how to swim aboveit!

Now let ustake acloser ook at the process
of analyzing thedata. Here, wewill first try
to analyze the global picture, i.e. the situa-
tioninthecountry asawhole. Thenwewill
try to analyze the particular block we have
chosen.

Global Analysis

To take a practical example, let uslook at
South Korea.

First, let us get hold of some statistics. Statistics on
theeconomyiseasily availableinKorea, but for this
analysis we will use the figures presented in the
World Development Report, Published by theWorld
Bank.

If you open ayear book or quarterly journa
of statistics or whatever it may be called,
you will get swamped in page after page of
threatening figures. What to select form
there? And how to interpret what you find?
WEéll, hereare somebasicthingstolook for,
and explanationsonwhat to dowith them.

Guide to understanding statistics
GNP PER CAPITA
First, to get ageneral idea of the economy,




let uslook at the GNP per capita. GrossNa-
tional Product isthe value of al goodsand
services produced in a country within a
given year. Itisnot 100% accurate though.
Certain activities, such as those of house-
wives, arenot recorded. Thisdoesnot mean
that they are valueless, but nevertheless
they are not part of the GNP. Other activi-
ties, such as subsistence farming, might
also not show up accurately dueto thediffi-
culties in estimating how much is being
grownwhenitisnot sold in the markets but
eaten directly by the growers. Fuel wood
collection would typically aso not appear,
though it could be quite substantial.

Anyway, the GNP can give arough idea of
whether a country isrich or poor. GNP per
capitameansthat you divide the income of
the country with the number of people liv-
ing there, so you will be able to compare
different countries.

The1990figurefor Koreais$5,400. Thisis
higher than the world average of $4,200,
substantially higher than India ($350)
Uganda (220) and the Philippines ($770),
but much lower than industrialized coun-
tries such as Switzerland ($32,680), USA
(%$21,790) and Japan ($25,430).

According to World Bank classification,
that makes Korea an “Upper-middle- in-
come” country just behind Greece.

By looking at the GNP per capita, we can determine
that Korea is a middle income country, richer than
mog Third World countries, but far behind the in-
dustriaized countries.

ANNUAL GROWTH RATE OF GNP
PER CAPITA

But to only know the GNP per capita, does
not tell us the trend in the economy. Are
things getting better or worse? Either you
could compare the GNP per capita for the
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last 10 years and see if it is going up or
down, or elseyou could ook up the Annual
Growth Rate of GNP per Capita. Here we
find that Korea' s GNP per capita has been
growing with and average of 7.1% per year
between 1965 and 1990. Thisisthe second
highest in the world (next to Botswana),
and ahead of Singapore, Taiwan, and Ja-
pan. The US GNP per capita has been
growing with only 1.7% annually over the
same period, Switzerland with 1.9%, and
UK with 2.0%. This means that Korea has
been catching up very quickly.

The Annual Growth Rate of GNP per Capitatellsus
that South Korea's economy is growing very fast.

GNP AT CURRENT PRICES VS. GNP
AT CONSTANT PRICES

When you read statisticsthat quotesGNPin
alocal currency, then it isimportant to see
whether itisquoted at constant or at current
prices. Current pricesgivesthe GNP at the
current value of the currency, without ad-
justing for inflation. Constant prices gives
the GNP at the value the currency had at a
certain year, called the base year.(To un-
derstand thisfully, see also our examplein
Chapter 3.)

By comparing the difference between the GNP at
current and constant prices, you will get agood idea
of theamount of inflation inthe country. If the GNP
at current prices is much higher than at constant
prices, it meansthat theinflationisvery high. InKo-
rea’s case, inflation rates have been moderate.

NET TRANSFER OF FUNDS:
COMPARING GNP AND GDP

In economics the two terms GNP (Gross
National Product) and GDP (Gross Domes-
tic Product) have very similar meanings,
but thereisasmall but important difference
between thetwo, which we can useto deter-
minewhether thereisanet outflow of funds
from the country, or a net inflow.




Whereas the Gross Domestic Product isthe
value of all goodsand services produced in
the country (including replacement of worn
out machinery), the GrossNational Product
also includes net property earnings from
abroad. This meansthat it includes

1) all income residents of the country re-
ceive from abroad, such as remittances
from guest workersworking abroad, or div-
idends from share holdingsin foreign com-
panies, or interests received from loans
given to companies or individuals in for-
eign countries.

2) all money paid out from the country to
expatriates working there, repatriation of
profits by foreign nationals, and debt ser-
vicing to foreign creditors.

As can be seen, if 1) above is greater than
2), it means that there is a net inflow of
money into the country from investments
abroad. If 2) isgreater than 1), it meansthat
foreigners are deriving more financial
gainsfrom the country than what iscoming
infrom local investments abroad and guest
workersworking in foreign lands.

In other words, if GNP is bigger than GDP, thereis
a net inflow of funds from foreign investments and
remittances from abroad. If GDP is bigger than
GNP, thereisa net outflow of funds due to debt ser -
vicing, salaries of expatriates, and repatriation of
profits form foreign firms.

Consequently, you will find that in many
industrialized countries, the GNP will be
bigger than the GDP, while in most devel-
oping countries, the GDP will be bigger
than the GNP. This shows that money is
flowing from the poor countries towards
the rich. For example, Japan had a GNP in
1990 of US $3,141 hillion, while its GDP
wasUS $2,942 billion. Thismeansanet in-
flow of US $197 billion. Germany had a
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GNP of US $1,774 Billion, while its GDP
was only US $1,488 billion, or asurplus of
$286 Billion.

In contrast, heavily indebted countries, or
countries with much foreign investments,
usually have a GNP per capitasmaller than
the GDP. Examples are Ghanawith a GNP
of $5,811 million, and a GDP of $6,270
million, or a shortfall of $459 million, and
Brazil withaGNPof US$403billion,anda
GDPof 414 billion, anet out flow of 11 bil-
lion.

Countries like the Philippines and Zambia,
which areboth heavily indebted, still havea
net inflow of dollarsduetoitslarge popula-
tion of nationals working abroad and repa-
triating their salaries.

To return to Korea, its GNP is at 231 hillion,
whereasits GDP is at 236 billions. It seemsto indi-
catethat their isanet outflow of funds from transfer
earnings from abroad, most likely due to royalties
paid for patents, repatriation of profits from foreign
partners, and interest payments on its foreign debt
which stands at 34 billion dollars.

DISTRIBUTION OF GDP (PRODUC-
TION)

By studying the distribution of GDP, we
will find out which parts of the economy is
mostly developed. If wefindthat thelargest
portion of GDP comes from agriculture,
such asin Nepal (60%) and Cote d’Ivoire
(47%), we can concludethat it ismainly an
agrarian society, with less developed in-
dustry. If the proportion of Industry and
Servicesaregrest and the proportion of Ag-
riculture in the GDP small, we can con-
clude that the society is industrially
advanced. An examplewould be Germany,
with only 2% of GDP coming from agricul-
ture, 39% from industry, and 59% from ser-
vices.




In South Korea, only 9% of GDP comes from agri-
culture, and 45% comes from industry. This seems
to confirm that South Korea is industrially devd -
oped.

STRUCTURE OF CONSUMPTION

The structure of consumption will tell us
how big a percentage of their income
householdsspend on differentitemsintheir
budget. As arule, if they spend a bigger
part of their income on food, it means that
the people are poorer. In Indiathe average
household spends 52% of their earnings on
food, in the Philippines 51%, South Korea
35%, and most European countries be-
tween 11 and 13% (except gourmet coun-
tries like France and Italy of course, who
spend dightly more - 16 and 19% respec-
tively!).

CENTRAL GOVERNMENT REVENUE
AND EXPENDITURE

By examining the government accounts,
you can find out three things. First, from
where do they get their money? Is it from
income tax, sales taxes, customs duties, or
what? Secondly, where do they spend it?
On hesalth care, schools, military expendi-
ture, or anything else? Thirdly, is the bud-
get balanced, or doesthe government run a
deficit? In fact, the last question is almost
universally YES, as just over 10% of the
world’'s governments reported a surplusin
their budget.

By studying the data available for South
Korea, wefindthat itisspending heavily on
defence (26% of the budget) and education
(20%), but very little on health (2%) and
welfare(12%). (Compare this with UK
which spends 15% on health and 35% on
welfare) The total government expendi-
ture as a percentage of GNP is only 16%,
which indicates a moderate direct role of
the government in the economy. The bud-
get deficit is very reasonable, just 0.7%.
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STRUCTURE OF MERCHANDISE IMPORTS
AND EXPORTS

Thispartisvitally important to understand the situa-
tion in the country you are studying. Baba talks
about third world countries being exportersof cheap
raw-materialsand importers of expensive manufac-
tured goods. 14 This part of the statistics tellsyou
what things acountry imports and what it exports. |f
it mainly exportsraw materiasand importsfinished
goods, then its economy is poorly developed. For
example, Cote d' Ivoire spends 58% of itsimportsto
buy machinery and other manufactured goods,
while 90% of its exports are primary commodities
and only 10% is manufactures. Britain, on the other
hand, relies to 81% on manufactured goods, and
only 19% of its exports are primary goods, notably
North Seaoil.

With regardsto Korea, 94% of its exports are made
up of manufactured goods.

EXTERNAL DEBT AND DEBT RATIOS

Another interesting information is to see
how indebted is the country. Here absolute
figures are less interesting than relative
ones. In particular, two pieces of informa-
tion areinteresting. Total debt asa percent-
age of GNP and the debt servicing as a
percentage of exports of goods and ser-
vices.

The total external debt as a percentage of
GNP givesusanideaof how heavy thebur-
den of debt is. In many developing coun-
tries, the total debt is far bigger than one
years total income for the country. In this
regard, Mozambique has the highest ratio
in the world (385%) with Tanzania a good
second (282%).

Theratio of debt servicing as a percentage
of total exportsiseven more important, as
this will determine the country’s ability to
repay the debt from revenues obtained by
exports. Debt servicing ratios of between




30 and 40% of export earnings are com-
mon, and afew countries have to use more
than half of their income from exports to
service their debts.

Korea’'s external debt ratio is 14% of GNP, and its
debt servicing ratio is 11% of exports.

PURCHASING CAPACITY
Thisisavery important piece of statistics.
Asyou might have read, Baba tells us that
the real indicator of the welfare of people
should not be income, but purchasing ca-
pacity, and Baba even advocates that ade-
guate purchasing capacity should be
enshrined in the constitution. Also,
PROUT stipulatesthat every person should
be provided his minimum requirements by
getting ajob that will givehimthe purchas-
ing capacity to buy what he needs. There-
fore, the concept of purchasing capacity
lies at the heart of proutistic planning.

So what is purchasing capacity? In short, it
means the capacity of an individual to buy
or purchase goods. If the purchasing capac-
ity goes up, he can buy more things. If it
goesdown, hecanbuy less. Thisisdifferent
from income, because if my saary is in-
creased by 10%, and at the same time food
prices go up 20%, my purchasing capacity
will still decline by 10%!

Statistics of purchasing capacity is rarely
given. In lieu of that, you can try to see if
you can find statistics on “average family
income at constant prices” which would
give quite afair idea if the purchasing ca-
pacity isgoing up or down. If thisinforma-
tion is not available, you can fairly easily
calculate the purchasing capacity yourself
with the help of the consumer price index
and data on family income which are nor-
mally found among government statistics.

-32-

First of dl, what isanindex? Anindex isa
deviceto help usto compareinformation of
different sizes, that cannot be compared
conveniently. If we would like to know
which has grown fastest, the prices of food
or the salary of workers at minimum wage,
how would we go about it? Let us look at
this information:

Could you say off hand which one has been
growing faster? In other words, could a
worker at minimum wage buy more or less
beans for his wages in 1990 compared to
19807 As the figures are different thereis
no real way of directly saying which one
has grown faster.

Theway to solvethisisto index theinformation. L et
us say that we make 1980 as a base year , then we
will arbitrarily set the cost of 10 Ib of beansto 100,
and the minimum wage a so to 100. Then if we cal-
culate the indices for the beans and the wages, we
will be able to tell how much they have changed in
10 years. It will tell us nothing of the actud costs,
only the relative change in costs.

The calculations are done like this.

Set the value of beans for 1980 to 100, or
32/32*100=100. Then the value for 1985
will be 51/32* 100=159, and the value for
1990 80/32* 100=250.

For the Minimum wage theindex would be
for 1980 788/788* 100=100. For 1985 the
index is 1546/788* 100=196, and for 1990
2004/788* 100=254.

If we present theresult inatable, we have:

1980
32

1985
51

1990
80

Y ear
10 Ib beans




Now it ismuch easier to read the table. We
can seethat in 1985 salaries went up faster
than the price of beans, but by 1990 the
beans price had caught up with the salary
increase, so the worker could buy almost
the sameamount of beanswith hissalary in
1990 asin 1980.

Consumer priceindices arecommonly produced by
most governments. In this case they make a
weighted index of al consumer goods commonly
bought by afamily, giving morewe ght ontheitems
it buys more of. This index is connected to a base
year. By comparing thefigures on theindex, wewill
know whether things have become more expensive
or not. An index always starts at 100, so if after 3
yearstheindex hasreached 200, it meansthat prices
have doubled.

Now, to calcul ate anindex for purchasing capacity,
youfirst haveto seewhat year wasused asbaseyear
for the consumer price index. Then, following the
method given above you haveto index theinforma-
tion you have on average family income, or mini-
mum wage, or whaever suitable information you
can get hold of.

To continue with our previousexample, we
can now calculate anindex for the purchas-

ing capacity for buying beans. In 1980, the
index would be %100 =100. For 1985 it

would be%loo 123 andin 1990 it was

Year 1980 |1985 1990

10 |b beans 100 159 250

2—54100 =102
259

It isnow very easy to see how the purchas-
ing capacity has changed. In 1985, the
worker could buy 23% more beans than in
1980. However, by 1990the pricesof beans
had gone up quicker than his salary, so he
was again back to 1980's purchasing ca-
pacity, or just 2% better off.

In Korea, both the salary levels of workers, as well
as the purchasing capacity, have gone up markedly
over thelast 5 years.

HEALTH RELATED STATISTICS

One of the most commonly used heath related indi-
catorsisthelnfant Mortality Rate. Thisis measured
in deaths per 1,000 live

300 ¢
250 ¢

Indices of Income and Cost of Beans

births and range from the
high (over 100) in many de-
veloping countries, to the
low (between 4 and 5) in
countries like Holland,
France and Norway. Korea
standsat 17, at thelower end

==0= Costof

—&— inimum

of the scale.

Another health indicator is
the number of popul ation per
physician. The extreme case
here is countries like Ethio-
pia and Chad, which have

Beans

WWage

over 70,000 people for each
doctor. India has 2,520, and
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Germany 380. Korea, again, show up fairly well,
with 1,160 people for each doctor.

Life expectancy at birth is another commonly used
indicator. The World Average hereis 66 years. For
deveoped countries life expectancy is around 78
years, while for some developing countries it is as

Purchasing capacity for the purchase of beans

Year 1980 11985 1990
Purchasing 100 123 |102
Capacity

low as45. Koreaagain showsupwel, with71years.
EDUCATIONAL STATISTICS

Adult literacy rateis one commonly used indicator
here. In countries like Sweden, adult literacy rates
top 99%, while Burkina Faso has only a 12% liter-
acy rate. Indiahas aliteracy rate of 48%. Generally,
illiteracy ishigher among women than among men.
Korea's literacy rate for both men and women is
above 95%.

School enrollment is another commonly used indi-
cator. These days most countries have an almost

universal primary school attendance (though there
are exceptions, notably in Africa and among some
Arab countries), but to seehow big percentage of the
children of school going age are attending second-
ary schools and universitiesis quite useful. In India,
43% of students continue to secondary school, and
5% go to higher education. In Canada virtually all
students conti nue to secondary school, and 66% go
on to higher education. The average for Europe is
that about 1/3 of all children go on to higher educa-
tion. In Korea, 86% go to secondary school, and
38% continue to higher education, quite compara-
tive with European standards.

Conclusions from statistics

We now havelooked into several statistical
indicatorsand tried to make some sense out
of them. Taking our example of Korea, we
can seethat thecountry isindustrially fairly
advanced. It has a GNP per capita of US
$5,400, far higher than Indiaand the Philip-
pines, and higher than the world average.
Exports are mainly made up of manufac-
tured goods, which shows that the manu-
facturing industry is developed. The
economy has been growing faster than any
country in the world except Botswana,
which showsthat thewealthisfairly recent,
and great change must

Index of Purchasing Capacity

100¢e

have been taking place
within the country over
the past decades. Agri-
culture has been ne-
glected, and
whole-scale industrial -
ization has been en-
couraged.

Life expectancy ishigh
and infant mortality
rates|ow, and the liter-
acy rate and school at-
tendanceareat par with

European countries.
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Y et, the lot of the workers is probably not
very good, if one considersthe comparably
low amounts the government spends on
health care and socia services.

Thisgivesusastarting pointintryingtoun-
derstand theeconomy. We get apictureof a
newly industrialized country, depending
heavily on export oriented industrializa-
tion, who sacrificed agriculture and the do-
mestic market in order to succeed in export
oriented industries. And this pretty well
sums up what South Koreareally istoday.

Alternative sources of data

But there are limits to statistics. We do not
know why the country developed so
quickly, or which policies were pursued.
We do not know what the present problems
are, and what challenges might comein the
future. We know that at the present the
economy is strong, and that it has been
growing strongly for severa years. But
these figures could be misleading. We
therefore need to proceed to study other
sources about Korea to enable us to make
an anaysis.

Aswe said earlier, you should be trying to
look for patternsand trends, and compareit
with the economic trendsin other countries
and places you know about aready. You
should try to understand how the economy
works, what is good, what is bad, and what
are the particular problems of the area.

To discover this, let us now consider some
further sources. We could look at the gov-
ernment plansfor thefuture, but they would
probably paint an overly rosy picture. So as
we already have arough ideaof Koreaasa
rapidly advancing country, let ustry to find
some critical authors who will point out
flawsin the Korean miracle economy.
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Here, there are severd interesting books and articles
toread. Most of these are specialized, dealing either
withtheplight of thefarmers, or withtrade unionism
in Korea, or Korea's dependence on Japan. How-
ever, afairly comprehensivecritical analysis of Ko-
rea’ s economic problems, with a serious scholastic
approach and many references, can be found in
Walden Bello and Stephanie Rosenfeld’s Dragons
inDidress: Asia’ sMiracle EconomiesinCrisis.

From studying this and other sources, cer-
tain cracks in the Korean armour appears.
The picture the statistics showed of high
growth rate and whole sale industrializa-
tion are true enough. Koreais a Newly In-
dustrialized Country, which have made
tremendous economic gains the last de-
cades. It isnow the World' s second largest
producer of microwave ovensand VCRsin
the world, and the third largest in TV sets
and semi-conductors. Its auto industry is
fairly successful, and salaries are the high-
estin South East Asia. What did not emerge
wasthevery fragile basethese gainsare be-
ing built on.

The prosperity of Korea was mainly built
on the efficient use of cheap labour, and as
the wages have now risen, many countries
like Thailand and the Philippines are more
competitive, threatening continued growth.

The obvious solution would be to move to
high-tech production which have higher
value-added, but Korea is not at the mo-
ment in position to make this move. One
reason is the nature of Korean industry.
Though itsindustrial production isimpres-
sve, it ismainly based on the assembly of
imported high- tech items. In the cases
high-tech products are locally produced,
they are usually done so on license, and
heavy royaltiesarebeing paidtotheforeign
patent holders. Very little local innovation
is taking place, as the big companies (or




Chaebol as they are known) have been
spending more of their money on real estate
speculation than on devel oping indigenous
technology.

South Korea is therefore being squeezed
fromtwo sides. Ontheonehand, industry is
moving out of Korea to countries with
lower wages. On the other hand, technical
innovation in industrialized countries have
moved ahead so far, that Koreais not able
to make the leap to high-tech production.
They are stuck in the low-end of the elec-
tronics market, where profits are marginal.
That means that Korea is now somewhere
in between, and is no longer fit for either
low-wage assembly or high-tech manufac-
turing.

To add to these problems, the environmen-
tal cost of the quick industrialization has
been severe, with levels of pollution that
are matched by few countriesin the world.
Farmers have been sacrificed for the sake
of quick industrialization, and the labour
unions are increasingly militant.

Finally, as the Korean economy is so
strongly dependent on open export markets
in the USA and Europe, increasing protec-
tionisminthesecountriescould deal devas-
tating blows to the Korean economy.
Already, quotasare regul ating many of Ko-
rea’ s exports to the US and the EEC. The
future of Korea's economy therefore de-
pendsto alarge extent on the international
economic climate, and the success of the
GATT taks. If atrade war came about, it
would bring ruin for the Korean economy.

Conclusion

This is a short example of how to look at
dataand information, and how to analyzeit
and find a pattern. Though the picture pre-
sented on Koreais sketchy at best, we hope
it could serve as an example on how to ap-
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proach the problem of analyzing the data
collected.

Once you have analyzed the situation, you
should proceed to see how the problems
that you find can betackled fromaPROUT
point of view. Here Baba's writings will
have to be your guide. But that will be the
topic of the next chapter on planning.

Local Analysis

After you have got a picture over what the
economy as awhole looks like, turn to the
particular block you wish to study.

As South Koreais not avery typical coun-
try, and theproblemsinitsblocksarerather
peculiar to Korea, we will go back to our
imaginary Republic of Inflatonia and say
that we are now going to plan the block of
Keyyan situated in that country.

Before we do that, let us, in a few words,
sum up the economic situation of
Inflatonia. Itspositionisquiteunlikethat of
South Korea. Inflatonia has had high infla-
tion and rather stagnant growth. Its GNP
per capitaisUS $750, and half of itsexports
are made up of agricultura commodities.
Theindustry that existsismostly owned by
foreign companies, who use the cheap la-
bour of the country to assemble electronics
goods and micro-chipsfor export. The gov-
ernment is following a World Bank strat-
egy (they had no choice in the matter, as
they are heavily indebted and could not sur-
vive without the IMF and the World Bank)
of liberalizing trade and opening up their
markets. As a result, much of the indige-
nous industry which used to supply goods
for the local market is being destroyed by
cheap imports, and thedomestic market has
been forcefully opened up toimported food
stuffs that is being grown in the US under
government subsidy. Thishasadversely af-
fected the local farmers.




One advantage for block-level planning in
Inflatonia is that local governments have
been given quite abit of autonomy to carry
out their own economic planswithout inter-
ference from the Central Government.

S0, in this context let us look at the hypo-
thetical block of Keyyan.

L et usassumethat we collected data of dif-
ferent kinds, such as local statistical re-
cords, talkswith the chamber of commerce,
the local mayor, villagers, farmers, and
fishermen.

From local statistical records

Certain records, such as population, can
usually be obtained for a particular block.
For other records, such a adult literacy, no
breakdown is normally available on the
block level, so you would have to use the
District level or the next available level as
an approximation

For our block, we found some breakdown
of statistics on a provincial level. Barring
certainthingslike GNP etc., much of thein-
formation available on the national level,
was aso available on the provincial one.
Asweaready had arough idea of the state
of the nation through the statistics and
books on the national level, we wanted to
firsttoseeif, withinInflatonia, Keyyan was
comparably better or worse off. How many
people were there in Keyyan? Were infant
mortality rates higher than the country av-
erage? What was the economic activity in
the area? Were many people unemployed?
Were there enough schools? Are people
getting poorer or richer? Though the statis-
tics was sketchy and incomplete, we got
some indications on the situation in the
Block through this source:

POPULATION: Keyyan has a population
of 120,000 people. It isgrowing at the rate
of 1.8% per year, which isfairly moderate.
Literacy rates are around 85% of the adult
population. (In the statistic tables, literacy
wasgiveninnumbersof literate persons. In
addition, the total number of the adult pop-
ulation was given. By dividing the former
with the latter, we got the literacy rate.
However, if youwant to dothis, besurethat
you have the number of the ADULT popu-
lation, and not the TOTAL population, as
theliteracy rate does not include small chil-
dren but concerns only the adult popula-
tion.)

INFANT MORTALITY RATE: Thestatis-
tics for some strange reason did not give
thisratio. However, thetotal number of live
births and the total number of infant deaths
were recorded for the province. From
35,000 live births, there were 2,000 infant
deaths. Theinfant mortality rate wasthere-
fore 2,000/35,000 = 57/1,000. So infant
mortality rate was 57 per 1,000 live births,
which wasabit higher than the national av-
erage of 45.

EMPLOYMENT: There was no statistics
on employment in Keyyan itself, but we
found statistics on the rural population in
Keyyan's province. It showed that 374,000
wereemployedin agriculture, 24,000inin-
dustries, and 101,000 in service oriented
jobs, such as teaching and selling. Trans-
lated in percentages (this is the one most

important calculation that you will always

haveto use) we get Zlggloo =750r 75% of

the population engaged in farming. As
Keyyan is an agrarian block within the
province, we can conclude that at least
85% of the population in the block rely on
agriculture for their livelihood. Out of
these, maybe 5 to 10 % are fishermen. Ac-
cording to the statistics, only 5.3% popula-
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tion is unemployed. This sounds really
good, until you find out that anyone who
hadworked FOR EVEN ONEHOUR, even
in his own garden, during the past 3
MONTHS, was considered “employed”!
(Naturally, thefigure of peoplewho had no
job that could sustain them, or who re-
ceived no regular salaries is much higher
than that.)

SCHOOL ATTENDANCE: The statistics
available for this item, was presented in a
form that was not very useful. It listed for
the Province (not for our block in particu-
lar) the number of students enrolled in pri-
mary, secondary, and higher institutes of
learning, but it did not say how many chil-
dren of total school going age existed inthe
province. Hence, we could not directly find
out how big of a percentage of children of
school going age were actually going to
school. We took a mental note of this, and
decidedtotry tocollect direct datafromvil-
lages we were going to visit. We could ask
parents and teachers if all children gener-
ally were going to school, and compare it
with our own observationsby visiting some
villages during class hours and see if many
children that seemed to be of school going
age were roaming about, or engaged in
farming or other commercial activities.

INCOME, EXPENDITURE AND
PRICES

In our tables, we got no direct figures for
Keyyanassuch. Wedid get statisticsfor the
province though. The main statistics here
were consumer price indices, income dis-
tribution, and how families spend their in-
come.

The income of various groups of families
were all given in current prices. However,
by taking the consumer priceindex asbase,
we recalculated the family income to con-
stant prices.
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Theprinciplefor doing thisissmple. If the
consumer priceindex islikethis:

we can easly recalculate any amount for
any year in 1978 constant prices, and we
will have aready source of comparison.

For example, if average income in 1978 was 3500
Deval, and in 1982 it was 5500 Deval, isthe family
better or worse of ? We can find out by indexing. To
do this we make use of the price index, and we get

the result as:

100

5500* 10 = 2619Devals. Thismeansthat in spite

of the nomind increase, the purchasing capacity of
theaveragefamily hasgone down from Deval 3,500
to 2619 at constant 1978 prices.

By using this method, we calculated the
purchasing capacity for the average worker
in the province for a number of years. We
found out that the purchasing capacity had
increased during the seventies, then
dropped from 1981 to 1984 during the
global recession, picked up between 1985
and 1989, and then dropped off again in
1990, 1991.

Another useful pieceof statisticsinthiscat-
egory was how families spend their in-
come. Wefound that the peopleinthe prov-
ince in average spent between 50% and
60% of their income on food! Another 25%
went to rent, water and other bills, and the
remaining 20 - 25% had to reach for health,
clothes, education, transport, recreation,
and all other expenses.

Thesefigureswere not far from those of the
country asawhole. However, compared to
European countries, the consumption pat-
terns were very different. The typical Brit-
ish family spend only 12% of their income
onfood, 17% onrent, water. el ectricity etc.,
and have 71% of their income | eft for other
purposes.




In general, the rule of the thumb is that the
poorer the people, the greater proportion of
their income will be spent on food. In other
words, seeing the pattern of consumptionin
Keyyan alone, we can tell that Keyyanisa
fairly poor place.

AGRICULTURE:

Under agriculture, the statisticstellsusthat
there are 5,322 farms in Keyyan, with the
vast majority having sizes of between 1 and
3 hectares. 83% of these are rice farms.
Only 1/3 of thefarmsarefully owned by the
farmer using it. Others are share-croppers,
or lease the land for a fixed amount of
money. Apart from rice, both corn and co-
conuts are grown, and cattle is also being
reared by some farmers.

FORESTRY AND MINING:
Accordingto availablestatistics, nosignifi-
cant forestry or mining activitiesaretaking
place.

MANUFACTURE:

There is no major manufacturing going on
in Keyyan. According to the statistics, the
majority of “manufacturing units” had
sales of lessthan $50 per month. What this

Most people get their water supply from
wells, whether their own wells or commu-
nity owned. Others get it from streams and
springs. A few rely mainly onthecollection
of rainwater. Asfar assanitary installations
areconcerned, afair percentage have WCs,
in particul ar those along the main high way
that runs through Keyyan. Still, the major-
ity use pit latrines, closed and open. About
50% of the households have accessto elec-
tric power.

TOURISM AND TRADE:

Tourism in Keyyan is minimal, if not
non-existing. Themajor export of the prov-
ince to other parts of Inflatonia are food
stuffs, mainly rice. Imports are a'so mainly
food, but manufactured goods and fuel
were also significant.

GEOGRAPHICAL AND OTHERDATA:
Some of this data we got from statistical
publications, and some from maps.

Keyyan has got atotd areaof 250 kmz. That means
that the population density is 480 persons /kmz,
which is almost twice the national average. It has
goodfertileclay soil that can grow a most anything.
Keyyanissituated onthecoast, withmost of thearea

Year 1978

1979

1980 1981 1982

Consumer Price |ndex 100

116

125 180 210

“manufacture” consists of the statistics
doesnot tell. Probably it includesroad-side
mechanics, traditional processing of foods
for salein thelocal market, sandal making,
and such.

HOUSING, WATER AND ELECTRIC-
ITY:

In Keyyan, the majority of people live in
their own houses built from locally avail-
able materials. There are no apartment
buildings, asitismostly arura community.

flat, or with moderate sloops. In the northern part, it
starts to sloop more. Just beyond the boundaries of
the block, higher mountains rise. This means that
rain water flows off the mountains, and is collected
in three small rivers that cross the Keyyan. These
riversare seasonal, and dry up duringthedry season.

There are two rainy seasons, a mgjor one
and aminor one. The major season startsin
May, and the minor season starts in Sep-
tember. Usually two rice crops can be
grown during the two seasons.
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The climate is suitable
for agriculture, and

Structure of consumption

18%

£h%
B0

there are known depos-
its of lime
stone.Compared to the
country as a whole,
Keyyan is industrially
backward, and rely
mostly on agriculture.
Infrastructure is inade-
guate, and energy con-

0 sumption per capita is
Food below the country’ sav-
B Housing et erege.

B Other

Duetoall this, thereisa

Keyyan hasgot good deposits of lime stone
that can be used for making cement. Apart
from that, no known mineral deposits ex-
ists.

Summary of statistical data

From the above staistics, though incomplete and
sketchy, we have abasic idea of the community we
wishto plan. First of all, it isamainly rural commu-
nity where people arefarmersand fishermen, activi-
tiesthey supplement with whatever elsethey can do
to earn an extrapenny. Fromthelarge percentage of
their income they spend on food (over 50%), it is
clear that they are on the whole very poor. 80% live

well below the poverty line. Many farmersare leas-
ing their land from other land owners, which seems
to indicate a poor distribution of land ownership.
Thefarm sizesare small, which hampers economies
of scale. No major agro- or agrico-industries are sit-
uated in the block.

No major industrial activities are taking
place in Keyyan, and the number of chil-
dren attending school seems to be lower
than our estimates of children of school go-
ing age. In particular, secondary and higher
education seems to be very weak.
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rural exodus with the
young and bright leaving for thebig cities.

With this skeleton of knowledge, we must
now try to get some flesh on the bones by
personal sources of information. For this
we will go back to the interviews we had
with a number of people.

These interviews were mentioned in the
chapter on data collection. It should be em-
phasized that there is no strict chronologi-
cal order between data collection and
analysis. It may be useful tofirst collect all
statistical datayou can, analyzeit, and then
proceed to the field to collect new data di-
rectly from peopleon theground. Thebasic
data you gathered from the statistics, can
help you in deciding where to concentrate,
whom to see, and what to ask.

From Direct Sources
Tomakethisabit realistic, we will assume
that we actually met different people and
we will report what they told us. As the
community is basically afarming commu-
nity, we will start with the farmers.




FARMER: It is better not to just see one,
but a few different ones. Make a selection.
In our case we know that many farmers
leasetheir lands, so it would beuseful to see
both aland owning farmer aswell asaten-
ant farmer. We could also try to see arich
land owner.

Our maininterest isto find out what arethe
real problems of the farmers. We know
from the statistics that people are generally
poor, but would farmers be better or worse
off than factory workers in the big towns?
What would the cause of the differences
be?

Let usimagine that the farmers we talked with told
us that things are hard, and they can no longer sup-
port their families. One had even stopped growing
ricealtogether except for his own consumption. In-
stead he had taken up somejob in the nearest town,
fromwhere he had to commute every day. The job
was in a factory and with low pay, but it was still
better than on the farm.

Thisgivesusaclueabout the natureof their
problems, but it doesn't help us to under-
stand the problems as such. We need more
details. So we ask. “Why was it so bad?
How much did it cost to plant and how
much did you get from the rice when you
sold it?" This was the picture that
emerged: (

Sncethe* greenrevolution” which introduced new
hybrid seeds that needed massive amounts of fertil-
izersand pesticides, planting a hectare of rice had
become expensive. Seeds, fertilizers, pesticides and
labour costed 16,000 Devals. Weeding costed and
additional 6,000 Devals.

16,000+ 6,000= Deval 22,000

A good average from one hectare was 90 bags of
rice, of 40kg per bag. Rice pricesfluctuated accor d-
ing to the season. Before harvesting the price was
Deval 12.00/kg, but after the harvest it slumped to
Deval 8.50/kg.

As the farmers are usually heavily indebted by the
end of the farming season, they are forced to sell at
this low price. Accordingly, the farmer will get

approx.

Deval 8.50/kg x 40kg x 90 = Deval 30,600.

If thefarmer borrowed money at an interest of 10%
per month (not uncommon from money lenders) he
would have to pay for at least 3 months (for 90 day
variety) aninterest of 22,000x 10/100 x 3= 6,600.

So the total income of the farmer would be:

30,600 (total income)
—22,000 (cost of farming)
— 6,600 (interest)

2,000 (profit per hectare)

If the average farmer have 2 1/2 hectare (though
some have much less), his income from one crop
would be 5,000. If there are two crops per year, it

wouldstill only give himaannual income of 10,000,
or $222.

Itisclearly not possible for the family to survive on
this. So what the farmer does, he includes all the
members in the family as labour, and so cut on the
labour cost. He does not calculate this as a cost.
Thus he can eliminate the cost of weeding alto-
gether.

As a result, the new figures | ook like this:

*

Let ussay that 45 Deval = 1 US dollar
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30,600 (total income)
—16,000 (seeds, fertilizers, chemicals)
— 4,800 (interest)

9,800 (profit per hectare)

With 2 1/2 hectares, he will get Deval 37,500 for a
season, or 75,500 Devals per annum. Thisisequiva-
lent of $1,667, or $139 per month.

Asthechildren areneeded to help on the farm, their
schooling may lag behind. Atypical farm household
may support an extended family of many people, and
the income of $136 per month is far from sufficient
to feed the family.

Yet, as many families don’t own their land, out of
thisamount they have to pay a big share totheland
owner. So even under ideal conditions they can
hardly survive. Thenwhat to talk about theyearsthe
crop fails?

Rice farming a one seems not to be able to
sustain afarmer. So had the farmerstried to
grow any other crops?Several actually had:

Onefarmer had tried to grow water melon. Thefirst
year he made a good profit. However, when other
farmers saw him making money, they all started to
grow water melons. So the next year, the prices had
gonedown substantially. By thethird year, it was no
longer worth it to grow melons. A few other farmers
experimented with other types of crops. One enter -
prising far mer had found out that the secret of mak-
ing money wasto grow cropsin the off season when
theywere scarce. That meanseither growing things
liketomatoes or beans at the height of the rainy sea-
son, when the farms are water logged, or to grow
during the dry season. To grow vegetablesin water -
logged farms you need very good drainage, and to
grow in the dry season you need irrigation.

Aswe seg, just by talking casually with the
farmerswecould get quiteabit of useful in-
formation, that will help usin the planning.
The same is true with other people you
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meet. If people complain about problemsto
makeendsmeet etc., try asfar aspossibleto
quantify the problems, work the figures to
get a clear understanding of what are the
real problems. This, as we will seein the
next chapter, is INDISPENSABLE when
you try to come up with solutions on which
to base your planning.

After hearing what the problems are, ask
the people what they would need to solve
them. If they had the possibility, what
would they do to set things right. Some
times you can get atruly perceptive analy-
sisand very intelligent suggestions for you
planning. After all, these people are living
with these problems, and spend their entire
lives involved with them. In many cases
they are far more likely to know what they
need than we, who come in and only look
briefly at the problems.

One of the progressive farmers in Keyyan, sug-
gested that we needed to introduce new cropsto di-
versify from rice. He also hinted that an improved
transportation system, and access to broader mar-
kets, could help far mer swho grow perishable goods
like vegetables and water melon.

FISHERMAN: In our imaginary inter-
views we next decided to meet the chair-
man of the Canoe Fishermen’ s Association
of Keyyan. We felt that he might have a
better overview of the problems of thefish-
ermen in the area, than just an individual
fisherman. In the course of our discussion,
we got the following information:

Yields of an average fisherman have dropped to
2/3rds of what it was 10 years ago. The fisherman
attributed thisdrop in yieldschiefly to the activities
of illegal fishing taking place on a big scale. These
illegal activities consisted of big trawlers that by
law should stay away from the coastal areas, that
still come close to shore and catch enormous
amounts of fish with their big nets. In addition from




depleting the fish stock, they also damagethe coral
reefsthat the fish use for gpawning. Consequently,
the fish that are depleted are not being replaced
quickly enough.

A second type of illegal fishing that is commonly
practiced, and which isevenmore devastating to the
fish supply, is the use of dynamite. By discharging
sticks of dynamite under water, the shock wave not
onlykillsall thefishinthevicinity, but alsoblows up
the coral reefs .

The Chairman offered one suggegtion for increas-
ing the fish yield. He suggested to create artificial
coral reefsmadeout of discar ded car tireswherethe
fish could again spawn. Heclaimed that it had had
good results in other places. The cost of one reef
would be roughly 2 million Devals, but he had no
figureson how much theyield would increase, so no
exact calculations could be made.

MAY OR:

Next, suppose that we decided to meet the
Mayor of the municipality of Keyyan, and
that he gracefully accepted to talk to us. In
meeting officialslikethat, much care hasto
be taken not to intimidate them, in particu-
larly if the Planning Team includes people
foreign to the area. In small communities
people might be suspicious of CIA agents,
communist insurgents, political rivalry,
and anything they don’t clearly understand.
Itisthereforeimportant to winthese people
over, asthey could potentially be very use-
ful if they wanted to co-operate, and could
effectively block our work if they decided
to be unco-operative. To deal with this, a
strategy similar to the one below has been
found to be effective.

To the Mayor of Keyyan weintroduced ourselves as
members of PRI, an organization working on com-
munity devel opment projectsall over theworld. Re-
garding our mission, wesaid that we had been asked
to make a sample study of arural community in the
Republic of Inflatonia, and Keyyanisbut one of sev-
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eral communities we were considering to choose.
However, based on the advice of our local staff
member (alocal PROUT optee who must bea mem-
ber of the planing team) we were serioudly thinking
that we might choose Keyyan for our sample study.
The study would invol ve analyzing the economic sit-
uation in Keyyan, with view of finding alternatives
that could increase the income and improve the
quality of life for people in the community.

Some comments are in order. First of all, the term
“community development” is not as threatening as
“economic planning”. Secondly, it is good to start
with a few aternative blocks, to see in which one
people aremost co-operative. Theofficia swill usu-
ally be more co-operativeif they fee that they have
competition from other blocks, and they have to
work abit to convince you to make a study of their
block. Thingsthat you get too easy are never appre-
ciated. Of course, this only works if you can make
the officials understand that their community could
benefit from your presence and expertise.

We then continued to mention that as mayor of the
municipality, he knew probably more of the commu-
nity of Keyyan than anybody else, [A bit of flattery
doesn’t hurt. Make the person feel important, but
don’t overdoit.] and so we would be grateful if he
could tell uswhat he saw as the main strengths and

problems facing Keyyan in the years ahead, and
what his plans were to try to tackle it.

Suppose this strategy worked, and the
mayor opens up and you gained his confi-
dence. Thisiswhat you might hear:

The mayor outlines several areas of difficulties that
Keyyan was facing. On the economic side, unem-
ployment washigh, inparticular for young school
leavers and university graduates. Dueto that, many
high school leavers and those with university de-
greesleaveKeyyantofindjobsinthebigtowns. This

causes a brain drain that depletes the area of quali-
fied labour, which makes it even harder to start up
local projects that require skilled man power. So
still more people leave, and the circle deepens.




With regards to rice farming, which is the biggest
business in Keyyan, the price of rice has been kept
stable while the cost of fertilizersand other inputs
have gone up drastically the last few years, eating
up most of the profits.

Transport and communication are also problems.
Roads, shipping, telephones, and other basic infra-
structure isinadequate.

Ashis prioritiesfor the future, the mayor wasin-
terested in developing the co-operative movement
by extending low interest loansto new co-operative
ventures, encouraging the diversification of agri-
cultural production into crops with more value
added, and attracting foreign invesment to Keyyan.
He also considered the development of catchment
ponds, and improved ways to market the produce
that the farmers grow.

Themajor difficulty in implementing any of these
schemes, according to the Mayor, was to find ways
to motivate people, to get them engaged in commu-
nity activities, and to get themto feel that they could
change their community and improve their lives if
they put in the effort. In addition, therewasan acute
lack of funds in the municipality’s coffers. Indeed,
fromitstotal income over 80% went to pay salaries
for teachers, clerks, and other empl oyees of the mu-
nicipality. This left very little for development ef-
forts.

After seeingthemayor, thefarmers, andthe
fishermen, we should proceed to meet with
any other person that might be interesting
totak to. If thereareany local NGOswork-
ing with community development, then
they would be very important to meet. If
there are government planners that would
agreeto talk to you, they aso can haveim-
portant things to share. If they become
friendly, they can give you inside informa-
tion on wastes of economic resources, and
planning that went wrong. A common error
in centralized planning isthe establishment
of factories without sources of raw materi-
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als, such asahuge slaughter house that was
not viable because there was no cattle to
feed it, or a cashew nut factory that could
not operate because their was no mecha-
nism to collect cashew nuts from the farm-
ers.

We could also visit villages, follow up on
the investigation of school attendance,
meet the local Chamber of Commerce, and
SO on.

Conclusions

Suppose you now have collected your data,
and you analyzedit to get agood ideaof the
block you are studying. Each block isnatu-
raly unique. That is the reason why we
have block level planning. But from the ex-
amplewe used with theimaginary block of
Keyyan in the Republic of Inflatonia you
should have got afair ideaof the methodol-
ogy involved in gathering datafor the plan-
ning process.

The most important thing to remember and
recognize, is YOU MUST COLLECT
SUFFICIENT DATA BEFORE AT-
TEMPTING TO COME UP WITH
PLANS! That is the most important thing
that you can learn from this manual.

Keyyan does not exist, but the data pre-
sented were actua data taken from a few
different blocks. Even the interviews with
the farmers, the fishermen, etc. were culled
from actual interviews with real people.
Sometimes the figures were adjusted to fit
into our “Deva” currency which we in-
vented for Inflatonia and other minor
changes were made, but the problems are
real problems affecting real people.

When gathering data from your selected
block, you have to keep an open mind. De-
pending on the situation of the block, the
problems could (and probably would) be




quitedifferent from those of Keyyan. How-
ever, THEMETHOD of gathering and ana-
lyzing datawill beuseful in most situations.
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Asafina exercisebeforeweproceedtothereal task
of planning, try to recapitulate the situation in
Keyyan, andwriteit downinyour ownwordsonone

sheet of A4 size paper on atypewriter or your com-
puter. Don’t makeit too long, but captureall therel-
evant information. Thisinformation you will use as
the basis for planning in chapter 6.
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CHAPTER 5:

GUIDELINES FOR PLANNING

Congratulations. Y ou have now collected
your data, and analyzed it to understand the
situation in the country and the block you
areplanning. Wearenow ready to preparea
planfor theblock. But whereto start? Sofar
we have understood that their are a lot of
problems, but we have not come any closer
to finding a solution.

Proutistic Planning

First of all we must understand the aim of
proutistic planning and see how this differs
from economic planning in capitalist coun-
tries:

Proutistic economic planning is based on
theideal of thewelfare of dl. Thisguiding
ideal will illuminate the path of
socio-economic liberation for human be-
ings. Capitdist planning is not based on
collective welfare but on individua or
group interests. A principd characteristic
of capitalist exploitation is that capitalists
gain control over the raw materialsinare-
gion in the pursuit of profit. This should
not be allowed to continue. Rather, avail-
able resources must be utilized for the
socio-economic devel opment of local peo-
ple. 16

But how do we ensure that thisisthe case?
To understand this, we have to return to
Baba' s discourse on Prama. Here Baba ex-
plains that society today has lost its Prama
or equilibrium, and hasfallen into the low-
est stage of degeneration. Thisis character-
ized by an extreme lack of balance in
society. Resources are misutilized, and
while some countries and peoplelivein af -
fluence due to exploitation of third world
countries, the expl oited people suffer in ex-
treme deprivation.

L ook at theblock you aretryingtoplanasa
case of an areawhere the natural balance of
the society hasbeen lost, and falleninto the
state of degeneration. Inorder to ensurethat
all potentialities of the area are utilized for
the peoplethat livethere, wehavetorestore
thelost pramaor equilibriumintheblock.

To plan a block or to plan a

country?
There are two distinct ways to approach
block-level planning.

Thefirst isto makean integrated economic plan for
thewhol e soci 0-economic unit or the country where
the block is situated. The block-level plan would
then bejust onepart of agreater proutist master plan.
This would ensure that the proper external
socio-economic climate will be present for
far-reaching PROUT reformsto beintroduced inthe
block. On anational level, fiscal policy, tax reform,
legislation to protect local production, and many
other reforms could be introduced, which are be-
yondthe powers of alocal government to influence.
In this scenario, the block could rapidly be trans-
formed into aproutist model for economic growth.

The problem with this approach is that we,
at present, have very few places where our
recommendati ons on macro-economic pol -
icy will be taken seriously. This meansin
fact that our plansfor the block will remain
just that: plans. As the block itself cannot
introduce it without policy changes at the
top, and the top won'’t change due to politi-
ca considerations by its leadership, the
plans will only end up as intellectual con-
structions of academic significance, but
will never helpthepeopleat thegrassroots.
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The second approach is to plan the block consider-
ing the existing macro-economic climate, and all ow
for therestrictions of government regulations, fiscal
policies, and outside interference in the economy.
Thiswould mean that the scale and range of proutist
reforms will be severely curtailed, but on the other
handwhat concreteplansthat finally do emerge, can
be implemented by theloca authorities without de-
pendence on the central government.

It is clear that before the planners set to
work to formulate plans, they must makeup
their minds as to which approach to take.
Shouldthey opt for acomplete proutist plan
which assumes macro-economic and polit-
ical changesthat inreality will not occur, or
should they opt for alimited approach try-
ing to make the best possible plan for the
community under present market condi-
tions? The choice must betheirs. If theaim
isto do actua practical planning that isin-
tended to be implemented, at this stage the
second option is the only practical one.
Even such alimited plan could still change
the economic life of a community, and as
theplansand programmesbear fruitand are
successful, this very success will increase
the credibility of our philosophy, and pave
the way for a broader acceptance among
government circles where more dramatic
reforms on a national level can be intro-
duced. The advantage with such an ap-
proach is that it could actually be
implemented. Y et, such an approach would
not give full justice to Baba's philosophy,
and may give a distorted and very limited
view of PROUT to its readers.

A compromise solution might be consid-
ered. Make the real plan as a practica
blue-print for economic development un-
der present conditions, and then include as
an appendix recommendations for macro
economic policy changes, and hint as to
how these changes, if made, would modify
the existing block-level plan.
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The gradual implementation of reforms,
starting with what changes we could make
within the existing economic situation,
seem al so to be supported by Baba' sguide-
lines on restoring Prama in gradual steps,
which we discussed earlier in this manual .

Guidelines for restoring
Prama

Baba has given several important guide-
lines for the restoration of Prama.

Wewill gothroughthese guidelines, oneby
one, and see how they will fitinto the situa-
tion of our imaginary block of Keyyan, and
how it would influence our planning ef-
forts.

Restoring prama to various
sub-strata

First of all, to establish pramain a specific
area, wemust first try to restorethe equilib-
riumin the physical sphere. To do that, we
must sub-dividethephysical sphereinvari-
ous sub-strata, and try to achieve prama
within these sub-strata. It implies that we
must select certain areas, such as agricul-
ture, education, industry, etc., and try to
come up with concrete plansto improvethe
situation in each of these areas. As achiev-
ing pramadirectly is not possible if the so-
ciety isin a stage of degeneration, our task
is to try to restore the equilibrium step by
step. In practical terms this means, as we
mentioned earlier, that we don't have to
bring about a magical instantaneous
change, but must introduce concrete pro-
gressivereformsin agriculture, transporta-
tion, education, industry, and so on. Asone
by onethese reforms are successful, the so-
ciety will be returned to a state of balance.

Some other aspectsto consider:




Baba has told us to consider four specific
factors to restore balance in the physical
stratum. These are:

- The physical demand atpresent
and the physical demand in the
foreseeable future.

- The physical supply a present
and the physical supply in the
foreseeable future.

- The maximum utilization of
land.

- The Five Fundamental Princi-
ples of PROUT as they apply to
the physical stratum.

L et us discuss these one by one.

1) The physical demand at
present and the physical

demand in the foreseeable
future.

This guideline impliesthat we haveto first
make an inventory of what are the needs of
the community for which we try to plan.
Things like food, power, housing, clothes,
medical facilities, roads, schools, telecom-
munications, vehicles, etc. have to be
looked into, and the respective demandsfor
these assessed. This approach is quite dif-
ferent fromthe market oriented approach of
capitalism, where “market forces’ are sup-
posed to automatically satisfy al latent de-
mands, and any planning is considered
unnecessary, or even harmful. Itisalso dif-
ferent from the centralized planning of
communist countries, wheredemandswere
centrally assessed for a whole nation.

In proutistic planning, assessment is done
on the smallest level, the block level, so as
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to givethelocal people achanceto partici-
pate.

Now let us seein what way this assessment
cantakeplace. Let uslook at someof thear-
eas to be assessed, to get anideaon how to
proceed.

Food

Toestimatethe need for foodintheblock at thepres -
ent and in the coming years, we need to know two
things:

- Present number of the population
and its growth rate

- Average food consumption of
various food stuffs needed for a
balanced diet

Information on food requirement can be
obtained from WHO and other sources, but
it isimportant to adapt this information to
the local situation. For example, in Europe
the staple food is potatoes, but in most of
Asiaitisrice. In many partsof Africaitis
corn, and yet in other placesit is cassava.
Therefore, to accurately estimate the food
reguirements of the area, it isimportant to
understand the local food habits.

Once you know on average how much of
variousfood items are required by an aver-
age person, one can simple multiply that
with the population and find the total need
of the area.

Power

The main sources of power needed in a society is
electricity and oil, in the form of petrol and diesel
fuel. Coal and natura gas are also important in cer-
tain areas. For poor rura communities, fire wood
and charcoal might be the main sources.

The main users of power are domestic
households, transport, industries and other




commercial users. In a modern society,
electricity may bethe main source of power
for households, except in cold countries
were oil or coal is used for heating pur-
poses. In poor communities, as was said,
firewood and charcoal are important
sourcesof power (in particular for cooking)
and kerosene is also common for both
lamps and stoves.

To generate electricity we need some other
form of energy, such asrivers, oil or coal.

To accurately estimate the current demand
and for the near future, we need to:

- Decide how much of the differ-
ent fuels are presently being
used.

- Seeif the present levelsare satis-
fying the current demand for
power.

- Project how the need for power
may grow in the future.

To decide how much fuel and power is be-
ing used at the present, statistical data can
usually be obtained, at least on the national
and provincial levels. Asthisisof mainim-
portance, try to get estimates of probable
levels of the present consumption for the
block inquestion. Try tofind out how much
electricity is being used, how much petrol,
coal and diesdl fuel is being sold locally,
and get estimates on the consumption of
fire wood and charcoal.

It is also important to see how much of
these fuels are being consumed by private
households and how much is being con-
sumed by industries and commercia ven-
tures. The reason for thisisthat it will help
us when we are projecting the future de-
mand of energy.
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If wefind that the supply today is not suffi-
cient to meet the present demand, we can-
not use the present consumption figuresto
represent the present demand. For exampl e,
if there are constant black-outs and there
are petrol queues due to shortage of sup-
plies, it means that the demand is higher
than the supply. In such case we haveto re-
vise our estimates for the present demand
upwards.

Once you have a good idea of the present
demand, we must see what the demand will
be in the future. To do this, we will divide
the demand from households and the de-
mand from commercial establishmentsand
treat them separately. For the households, it
isfairly easy to estimate the demand for the
near future by using estimates of the popu-
lation growth rate. If the population is
growing with 2% per year and the con-
sumption per capitaisconstant, the demand
for energy will aso go up with 2% per year.

Regarding energy for commercia use, the
estimates are much more tricky. The need
for energy in the future will depend on the
type of industries that may be started, and
what other commercial ventures that are
being planned inthe community. For exam-
ple, if, as in the case of our example
Keyyan, therearedeposits of lime stonefor
cement manufacturing, and it is decided
that a cement factory should be started, the
energy consumption for Keyyan may go up
drastically. That means that the demand
will increase several times quicker than if
the factory was not established.

Hence, in order to estimate the future de-
mand for energy, wewill haveto haveaten-
tative plan for the industrial development
of the block. On the other hand, available
energy may affect the industrial plans for
thearea. Assuch they areinter-related, one
affecting the other.




Therefore, start out with rough estimates,
but wait until theindustrial plans are ready
before making the final projections.

Housing

Hereagain, estimateshaveto be made onthe current
demand. First, find out the present state of housing.
How many houses? What type? | sthe supply suffi-
cient, i.e. are people looking for houses but cannot
find them?

A good way to find out whether or not there
isashortage of housing, isto find out how
many people are squeezed into each
house/room. If present accommodation is
over-crowded, there is probably a shortage
of housing. To calculate the present de-
mand for housing in such cases, take the
present population and divide it by the size
of anormal family. Thenwewill know how
many housing units we would need if each
family should have one by itself.

Once the present demand isidentified, use
the population growth rate to estimate fu-
ture demand.

Commercial and industrial properties have
to be treated separately depending on the
Size, nature and number of planned indus-
trial units according to theindustrial devel-
opment plan.

Education

By knowing the number of children of school going
age, we can find out the demand of education for dif -
ferent age groups.

Roads and other infrastructure

Roads and other infrastructure is of primary impor-
tance for any community. In many places, food that
isbeng grown cannot be transported to market be-
cause of inadequateroads, and endsup rottingin the
ground or in improvised storage fecilities
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The judgment on what the demand for
roadsin aparticular areais, is much harder
to estimate than the demand for food. Be
conservative in your estimates at first. At
the bottom line, consider if there are
motorable roads to all production areas
where peoplelive, or if any productive area
iscut off from other areasdueto lack of via-
ble roads. To ensure that each presently
used areaisconnected with roads, railroads
and/or other means of transport and com-
munication, should be the guideline for de-
termining the present demand for roads.

To estimate the future demand, consider
what areas are unutilized, and where there
could be economic and agricultural expan-
son, so that al land is properly utilized.
Then estimate what roads might be needed
to transport people and goods back and
forth to these new areas. In this way you
will have a good idea of the future demand
for roads.

As far as other infrastructures are con-
cerned, we need to estimate the demand for
electrical cables and wires etc. This is
closely connected with the demand for
electricity.

Irrigation dams are also one type of
infrastructural programmesthat are needed
for agriculture. The demand for telecom-
munications has a so to be assessed.

Raw materials and inputsfor industry

An other important thing to consider isthe demand
for raw materials for various industries. This could
be anything from tomatoes to sted bars to micro
chips. Soyouwill haveto seein the particular block
you are planning what the demand isthere. Also try
to find out how much of thisis coming

* from within the block

* from within the province




* from within the country, and
* from abroad.

The estimate for the future demand for
these commoditieswill have to be assessed
inthe same way asfor power, housing, etc.,
i.e. by projecting the expansion within the
different sectors of industry.

Inthisway, continueto assessall the physi-
cal demands of the area, to seewhat arethe
present and future needs. Consider all pos-
sible physical items, such as medical sup-
pliesand drugs, spare partsfor machinery,
inputsfor agriculture such asfertilizersand
pesticides, and soon. For al theseitems, try
tofind out their source, if they areproduced
locally or not, just as we did with the raw
materials.

Though aninitial assessment can bedoneat
thestart of the planning, youwill constantly
have to reassess the projected needs asyou
develop your plans. As soon as anew pro-
ject is on the drawing board, you will also
assess the needs for energy, raw materials,
roadsetc. that will be needed by the project,
how much it will cost, and when it should
be ready. Then you add the physical needs
and requirements of this planned new pro-
ject to the total future physical demands of
the block.

2) The physical supply at
present and the physical supply
in the foreseeable future.

After analyzing the demand, we will now
look at the supply. This is the key to our
whole planning. We have to ensure that
supply keeps up with the demand. Aslong
asthereisan imbalance between the supply
and the demand in the various substrata
such asfood and energy, no balance can be
achievedin society and Pramacannot bere-
stored.
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We must therefore initially ask ourselves: Doesthe
supply meet up with the demand? Do we have short-
ages or surpluses?

If we have a shortfal, the first aim of our
planning isto make up for the shortfall. Let
us take the drastic example of food.

If people have no food to eat, we must en-
sure that steps are taken to produce more
food. We have then to turn our attention to
agriculture, and see what are the problems
here. Why is food production low? Due to
lack of water for irrigation? Due to lack of
farminputs? Dueto low food pricesor high
costsof farm inputswhich makesthe grow-
ing of food uneconomical? Due to poor
land?Dueto inadequate land?Dueto alien-
ation of the farmers?

Try togointo theroot cause of the problem,
beforetrying to comeupwithasolution. If |
imaginethat the cause of thelack of foodis
thelack of farm land, when the problemsis
a pest that destroys the crop, then all the
new farms| devel op will not solvethe prob-
lem, as those crops will also be destroyed
by the pest. If, on the other hand, | supply
farmerswith more chemical and pesticides,
when the actual problem isthat food prices
are so low and the cost of farm inputs so
high that they cannot survive on traditional
farming, then | will still not solve the prob-
lem.

kA .
ien zethe problems. find ther
attack that cause.

The abili find th f shortfall

find innovative solutions to tackle the problems, lie
at the heart of the planning process, Astherearein-
numerabl e problemsof thisnature that can come up,
no exact guidelines can begiven for eachinstance. It
isin solving these type of problemsthat your intel-




lect, intuition, and experience as a planner will be
tested.

In this example we discussed about food.
But the same principle holds good with all
the examples we gave when we discussed
the physical demand.

Power

Here we have to see how we can make sure that the
demands for electricity, oil, petral, etc. are being
met.

Electricitygeneration isusually too biga project to
be undertaken by one block alone It is thereforea
subject for inter-block planning, or higher level
planning. Sill, in order to be able to co-ordinate
with other blocks or higher levels for ajoint electri-
fication programme, thereis still aneed to have an
accurate idea of the present and future demands of
the block in question.

Withregardsto ail, natural gas, coal, etc., itisgen-
eraly only available in certain areas, and most
blocks would have to import these essential com-
modities.

In many cases, therefore, power will haveto be im-
ported to theblock, at |east until alternative sources
of energy have been devel oped. Then theproblemis
reduced to finding the cheapest sources with the
mog constant supply, and make sure that there are
funds to pay for them, or commoditiesto exchange
for them. Thecloser the sourceis, thebetter. For ex -
ample, if afew blocks can get together andarrangea
hydro-electric or thermo-dectric power sation, it
will make the area self-sufficient in electricity, and
the blocks would not be dependent on a national
grid. If coal islocally available, itisalso preferable
touseit for generating electricity, rather than to im-
port ail from abroad.

Yet, there is still scope for some power generation
evenwithin a singleblock. Fire wood and char coal
are important sources of energy for rural communi-
tiesal overtheworld. Unfortunatdy, the indiscrim-
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inate cutting of treesfor fue has caused severe de-
forestation in many areas. Deforestetion leadsto re-
duced rainfall and soil erosion, which both
negatively affect crops, and can eventually lead to
desertification.

This does not mean that wood should no longer be
used as fuel. What it means is that the cutting of
wood must be controlled, and that trees must be re-
planted on aregular and systematic basis. Systems
such as aley farming have given many promising
results. Baba'sbook Modern Farming Methods has
also good tips on forest management.

With an effective forest management sys-
tem, fire wood can be an important renew-
able source of energy for a rural
community.

Other sources of energy that can be tested is wind
and solar power. Astechnology advances, thesed -
ternative sources of energy are going to become
cheaper and more readily available.

Analternativetoimported oil istheuse of alcohol as
afuel. This has been done on acommercid scalein
Brazil and many other countries. This would in-
volve the growing of maize or other starchy foods
and fermenting it into fuel acohol. It might not be
cheaper thanimported oil, but as oil supplies are di-
minishing and farming techniquesimprove, it might
be, in the long run, arealistic alternative to the de-
pendence on imported fuels. It has the advantage
that each block could grow its own fuel supply,
without having to rely on outside energy.

And yet, and this must be emphasized
again, thisisalong term plan. Even though
it would be ideal for the purpose of restor-
ing prama or balance to the community, it
could nonetheless cause wreck and ruin if
weimposed it forcefully beforeit was prac-
tically possible. It could end up likeMao’s
“Great Leap Forward”, in total disaster.
Onehastogradually grow thecrops, exper-
iment with the fermentation, and maybe




initially mix alow percentageinto the ordi-
nary imported petrol. As the expertise
grows, the dependence on the imported oil
can subside, and the new product be more
established.

Always remember, prama hasto berestored gradu-
ally. Don't destroy your straw house before you
have built your brick house. Even a straw house is
better than no house at all. Don’t introduce grandi -
o0se schemes, no mater how attractive, to replace old
tested methods, before you are sure that the new
ways work.

Raw materials and inputsfor industry
Withregardsto raw materiasfor industry, you must
also assess the present supply. Herewe haveto con-
sider whether the supply issufficient, i.e. arethein-
dustrial units running on full capacity. If they are
not, they are being under-utilized and hence valu-
able capacity is being wasted.

If due to lack of raw materials and spare
parts many industries are running at only a
part of their capacity, we must take drastic
stepsto changethesituation. First of al, try
to find out whether the raw materials come
from local sources within the block or
neighbouring blocks, from within the coun-
try, or imported. Most advantageous is if
the raw materials are sourced locally. In
that case there should normally not be a
probleminthe supply of sufficient raw ma-
terial. Evenif theraw materialsare coming
from another areaof the country, theindus-
try would still be viable, and would at |east
not be subjected to exchange rate fluctua-
tionsetc. Itispreferablethough, that at |east
some of the main inputs of the industry
should be obtained locally. It will makethe
industry more competitive.

If most or al of the raw materials for the
factory are being imported, then its viabil-
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ity should be carefully studied. This be-
comes even more urgent in case it is
running on reduced capacity dueto the lack
of raw materials caused by import restric-
tions, foreign exchange shortages, etc.

Other physical demands

Likewise, with roads, schools, and other physcal
needs, try to assess if there is sufficient of them to
meet the current and future demand. If there is not,
then supplying these demands could be a source of
economic activity that could generate employment
and satisfy demands.

For example, in an impoverished area,
where new land is being opened up for
farming of food and cash crops, theremight
benofeeder roadsto take the producetothe
main roads that can bring them to the mar-
ket. Through labour intensive methods en-
gineered dirt roads could be made with a
minimum of material inputs. This would
give employment to the local population,
and open up theinterior for commercial uti-
lization.

3) The maximum utilization of

land.

Land is one of our greatest assets. When
land is being unutilized, underutilized,
misutilized, or the utilization is
imbalanced, we are therefore wasting a
valuable asset, and the equilibrium in the
physical sphereislost. For the restoration
of prama, ensuring the maximum utiliza-
tion of land istherefore animportant part of
the planning process.

In regards to the maximum utilization of
land, there are two important aspects to
consider.

First, no land should lie unutilized.




Second, the utilization of theland should berational
and balanced.

To make sure that no land is unutilized,
meansthat land should not lieidle. It should
beput touse. Thisutilizationcould beinthe
form of agriculture, industrial develop-
ment, mining, residential areas, and so on.

To ensure that the utilization is balanced, implies
that these different types of utilizations should bein
proper proportion to the needs of the area. It would
alsoimply that the utilization should not be harmful
to the surrounding aress, i.e. ecological concerns
mug also be taken into account.

In the case food production does not meet
up with demand, thefirst priority of the use
of land would be to grow food. Land could
also be usedto grow raw materialsfor other
industries, such as cotton and oil seeds.

Among all the utilizations of land agricul-
turetakes up aspecial place, becauseby its
very nature it is very demanding on the
land, both in terms of areas required to pro-
ducethecrops, and the quality of the soil. If
you make a factory, even one hectare of
land could house a huge factory that could
employ hundreds of people. It would aso
make no difference whether the land isfer-
tileor barren aslong asit isfirm enough to
take the weight of the buildings and other
infrastructure. On the one hectare, thecom-
pany could turn over tensof millionsof dol-
larsor morein ayear.

However, an onehectarerice or wheat farm
is considered small and would produce a
maximum of only afew tonnes of grain. It
would employ just one or two people, and
would turn over not morethan $1,000. Fur-
thermore, the nature of the soil, and what
nutrients it contains, are extremely impor-
tant for the proper devel opment of the crop.
If the land is contaminated with wastes, it
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could destroy the crop, or, even more
alarming, could makethe crop unfit for hu-
man consumption. The allocation of land
for agriculturemust thereforebegivenvery
high importance in the planning process.
Agriculture is vital for the survival of hu-
manity, and in spite of improved agricul-
tural methods, it still takes up vast areas of
fertile land.

One of the aims of proutist economic plan-
ning isto decentralize economic activity to
all areas of the country. It means that in-
stead of creating huge growth polesthat at-
tract all the capital and labour from
neighbouring areas, leaving the country-
side impoverished, we are trying to locate
industries and other businesses out in the
blocks where people live. No one should
need to leave his’her home and travel 100
milesto get ajob.

Thisrequires adelicate balance so asnot to
destroy the echo system. Taiwan is one of
the few countries in the world which suc-
cessfully decentralized its industrial base
more or less evenly cover the whole of the
country. What they also succeeded in was
to decentralize its industrial pollution.
Whilemost countries have heavily polluted
cities, and comparatively healthy rural ar-
easwhere urban dwellers escapein the hol -
idays to breasth some clean air, the entire
Taiwan is scattered with heavily polluting
industries. These industries are poisoning
the waters in the streams, threatening the
cultivation of fish and other seafood. The
pollutants have also leaked into rice fields,
destroying the crops. Many people live
with constant sore throats and eyes, asare-
sult of the air born pollutants.

Therefore, as we try to decentralize eco-
nomic activities, we must be aware of the
possi ble negative consequences of these ef -
forts, and take strong steps to prevent that




serious ecological damage is done to our
environment.

4) The Five Fundamental
Principles of PROUT as they

apply to the physical stratum.
There are five fundamental principles un-
derlying al prout policies. It is essential to
understand these principles, and be able to
use them as guidelines when planning your
block.

It isimportant to understand that these are
principles, and not detailed policy guide-
lines. As principles they have one advan-
tage and one draw back. The draw back is
that they cannot be relied on to automati-
cally giveyou detailed solutionsto specific
problems. In order to use them, you will
have to internalizethe principles, and learn
how to apply them to specific situations.

The advantage with principles as opposed
to detailed policies, isthat they are applica-
ble a &l timesin all planning situations.
This is a great advantage. When you are
stuck confronting an entirely new situation
you have not encountered before, and you
cannot find anything specific Babahassaid
about the problem, you can always come
back to basics. Look at the fundamental
principles of our philosophy and try to
think how these principles would apply to
the situation in which you find yourself.

Likewise, as these principles are funda-
mental to PROUT, all other policies should
be ableto be derived from these principles,
and should harmonize with them. There-
fore, as you develop plans and policies for
the block, try always to come back to these
policies, and seeif the plansyou aremaking
are in line with the basic principles of
PROUT. If they are not, no matter how fine
they ook on paper, they should becritically
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examined and revised where appropriate to
be in harmony with proutist principles.

This means, among other things, that any
policies that would tend to encourage the
unbridled accumul ation of wealth by afew
individuals, even if it would contribute to
the growth of the economy, must be dis-
couraged. Any policy that would encourage
the dependence on outside resources rather
than maximally utilizing the resources that
are locally available, would also violate
these principles. Yet again, if individuals
with great intellectual or spiritual potentials
arebeing forcedto spend their timein phys-
ical labour or trading of goods, their poten-
tialsarenot fully utilized, and the principles
of PROUT are being violated.

Thefivefundamental principlesof PROUT follows,
with comments on what practical implicationsthey
may have on planning. Thisis actualy a vast and
deep topic, and only the briefest discussions can be
given here. The principles are taken from Ananda
Sutram Chapter 5, and part of the commentaries
are taken from a PRI publication on Togo

Principle 1:

No individual should be allowed to accumulate any
physical wealth without the clear permission or ap-
proval of the collective body.

Thefirst principledealswith Ownership. In
thisworldphysical wealthislimited, andits
unrestricted accumulation isthe root cause
of all major imbalances in the world, such
asthedividebetween rich and poor nations,
and the disparities between rich cities and
poor rural aress. It is the collective sanc-
tioning of unlimited accumulation of
wealth that allows countries and individu-
alstodraintheresources of surrounding ar-
eas, making afew people very rich and the
majority impoverished.




PROUT encourages private ownership. It
isafundamental psychological urgein hu-
man beings to accumulate, and if it is de-
nied, it will lead to aloss of initiative and
stagnation, just like in communist coun-
tries. Ontheother hand, if ownershipisto-
tally unrestricted, then we will end up with
the vast digparities we find in the world,
where the irrational distribution of re-
sources is causing starvation and depriva-
tion in developing countries.

The first principle of PROUT establishes that pri-
vate ownership is encouraged, but in the collective
interest, there must be limits set for the amounts of
weadlth an individud can accumulate. This amount
isnot fixed, but will vary accordingto the economic
situaion. This principle does not imply that every-
onewill havethe same amount of wealth. A society
where everyone is equally wealthy is difficult to
conceiveandimpossibletoachieve AsSarkar says,
“Diversity is the law of nature, and equality will
never be.” PROUT advocatesthat everyonewill be
provided minimum necessities of life, not as
hand-outs from the government, but in the form of
guaranteed employment that will provideanincome
that will meet the person’ s needs.

PROUT does not try to totally eliminate
differences between the rich and the poor,
but by restricting the unlimited accumula-
tion of wealth, and providing minimum ne-
cessitiesto all, it triesto minimizeit.

Principle 2

There should be maximum utilization and rational
distribution of all mundane, supramundane, and
spiritual potentialities of the universe.

In this principle, mundane means physical
objects, such as raw materials, machines,
electricity, and other natural resources.

Supramundane means ideas, theories, sci-
entific discoveries, new techniques, and
other non-material assets.
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The principle calls for the maximum utili-
zation of all these potentialities of the uni-
verse. The maximum utilization of our
natural and man-made resources is not al-
ways synonymous to maximum profit for
theindividual. Therefore, maximum utili-
zation should have preference over profit
maximization. This principle is often ig-
nored in modern economics. There are
many policies that, though maybe profit-
able for a set of individuas, are not maxi-
mally utilizing available resources.

* |t is not maximum utilization to
develop one area of a country to
the exclusion of other areas.

It is not maximum utilization to
export raw materials without
processing.

It is not maximum utilization to
discourage small scale farmers
by low producer prices, urban
bias, agricultural reforms im-
posed from above etc.

It is not maximum utilization to
let money gt idle, or to invest
money in non-productive ven-
tures.

Principle 3:

There should be maximum utilization of the physi-
cal, metaphysical and spiritual potentialities of the
unit and collective bodies of the human society.

While the previous principle referred to
natural resources, thisthird principlerefers
to human resources. “Physical” hererefers
to physical skillsand work, and “ metaphys-
ical” refers to the mental resources of the
human being. “Unit and collective bodies’
refer to individuals and groups of individu-
als, respectively.

First of all, this principle implies that hu-
man resources should be fully utilized. A




full utilization is not possible if there is
widespread unemployment, and hence,
PROUT s full employment policies. Peo-
plearethereal sourcesof all wealth. There-
fore, there will be afirst priority to ensure
that all human resources are fully utilized.
Thiseventakesprecedenceover theutiliza-
tion of other resources.

A second aspect implied by thisprincipleis
that there must be an adjustment between
the individual and the collective. We can-
not allow individual interest totake priority
over collective ones, while the collective
must, at the same time, give scope for the
development of theindividual. Thegood of
the individual lies with the collective, and
the good of the collectivelieswith theindi-
vidual. There must be a balance between
the two.

Principle 4:

There should be a proper adjustment amongst these
physcal, metaphysical, mundane, supramundane,
and spiritual utilizations.

When it comesto utilizing different factors,
physical, mental, as well as spiritual, both
natural resources and human resources,
there will always have to be an adjustment
between thedifferent factors. For example,
we have to cut down trees for fuel wood,
timber, paper, and so on, but if wecut indis-
criminately, wewill destroy the whole eco-
logical system: soil erosion, lowered
rainfall, desertification, lowering of the ox-
ygen levels, etc. Fertilizersare essential to
modern agriculture, but thefertilizer plants
aregenerally “dirty”, and causepollution of
the environment.

To have a proper adjustment between the
different utilizations means that we need a
bal anced approach to the utilizations, sowe
can see the whole picture and evauate all
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aspectsbeforewedeterminewhat approach
to take.

Thisworld isfull of maladjustmentsin this
regard. For example, it could beargued that
modern industry, in trying to maximize the
labour/out-put ratio by investing in capital

intensive equipment, ismaximally utilizing
each labourer, and is, thus, satisfying Prin-
ciples2 and 3. However, if thereis plenty
of unemployed peoplein the country and a
scarcity of capital, then definitely there is
not aproper adjustment between the differ-
ent utilizations. Principle4 wantsto ensure
that thereis an overall maximizationin the
methods of utilization, and not that one or
two potentialities are being utilized, while
the majority of potentialities are either | eft
untapped, or even worse, being destroyed.

Principle 4 also considers the utilization of
people’ s potentialities. A highly education
person, who has to stand on the streets and
sell tomatoes, is not being properly uti-
lized.If he worked as, say, adoctor, hispo-
tentialities would be much better utilized.
His work as a doctor is more important to
the society than histomato vending, asthat
skill israrer than the skill to sell tomatoes.
Therefore, when society spendslarge sums
of money to educate people, only to let
them out of school without job opportuni-
ties, then there is no proper utilization of
their potentialities, and consequently a
waste of public money. It istherefore im-
portant, that the education systemis geared
for the redlities of the labour market, and
the educational needs of the country.

Principle 5:

The method of utilization should varyin accordance
with changesin time, space, and person and the uti-
lization should be of a progressive nature.

Thefinal principle of PROUT statesavery
important fact. Policiesthat are suitable at




onetimein a certain place for certain peo-
ple will undoubtedly be inappropriate in
another place, at another timefor adifferent
set of people. Therefore, any theory which
lays down fixed policiesthat should befol-
lowed at all times, will sooner rather than
later become obsolete.

The policies of PROUT, therefore, will al-
ways change, but the five fundamental
principles of PROUT will not.

Let us take an example. In a poor society
with high unemployment, labour intensive
technologies can be introduced to create
jobsfor al people. However if at any time
there isa shortage of labour and surplus of
cash, thenthemaximum utilization of these
resources would involve just the opposite,
i.e. high-tech capital intensivetechnologies
should be applied.

Factors for planning

Apart from the factors to be considered for
therestoration of prama, an essential aspect
in planning, Baba also gave us specific
guidelinesfor block- level planning. While
the guidelines for restoring Prama deals
with the broad picture, the factorsfor plan-
ning reachesdown to alower level, dealing
with specifics on how to implement the
plans.

Thefactorsto consider here are:
Cost of Production
Productivity
Purchasing capacity

Collective necessity

Let usfirst seewhat Babahasto say about thesefac -
tors: (The comments are taken from Baba's Dis-

- 58 -

course “Block-level Planning”, published in
Proutist Economics, 1992)

Cost of Production

In many rura economies, it isatraditional
practice for farmers and their family mem-
berstowork inthefieldsto grow crops. At

the time of fixing the price of their pro-
duce, they do not calcul ate the labour costs
involved in cultivating the land or pay
wages to ther family members. Nor do
they determine the cost of thetoolsor ma
chines they use in the fields, or count the

other expenses incurred in producing their
crops. Hence, they fail to systematically
calculate the per unit cost of production.
Asaresult, they incur lossesor perpetualy
get low prices for their produce.

To solve thisproblem, agriculture must be
reorganized and established on the same
basis as industry through the cooperative
system. AccordingtoPROUT, agriculture
should betreaed as an organized industry.
Only then can the per unit cost of produc-
tion be systematically determined and the
poverty of famers end. Farmers will get
proper prices for their commodities and
stability in the agricultural sector will be
achieved.

In a Proutistic economy, the cost of pro-
duction should be systematically deter-
mined and kept at the minimum level. All
indugries, induding agrico-industriesand
agro-industries, must see that the cost of
producing aparticular commodity does not
exceed its market value. Every production
unit must be economically viable.

Productivity:

The economy will have to be organized in
such away that it hasits owninnate power
to produce more and more. Money should
be invested — money should be kept roll-
ing rather than hoarded — so that the col -
lective wealth of society is continually
increased.




Thisprinciple guides planners so that max-
imum production will occur according to
the collective needs. There should be in-
creasing production based on consumption
and full employment for dl local people.
Products should be developed wherever
raw materid s are available, and under uti-
lization of any production unit should not
be dlowed.

If people are guided by the needs and po-
tentialities of their socio-economic unit,
the law of productivity is benign. Maxi-
mum production in the economy will pro-
vide a congenial environment for more
investment, more industriaization, more
employment, increasing purchasing ca
pacity and increasing collective wealth in
an ever progressive manner.

Pur chasing capacity:

Planning should also result in the increas-
ing purchasing capacity of every person.
PROUT does not support the existing prac-
ticeof considering the per capitaincomeas
the index of peoplé€ s economic standard.
Per capitaincomeisadeceptive and defec-
tive measure of collective wealth popular-
ized by capitalist economiststofool people
and cover their exploitation. The genuine
measure of people' s economic advance-
ment is increasing purchasing capacity.

To increase peoplée’s purchasing capacity,
the easy availability of the minimum re-
quirements, stable prices, progressve, pe-
riodic increasesin wages and salaries, and
increasing collective wealth must be en-
sured.

In a proutigic economy, there will be no
limit to purchasing capacity — that is, pur-
chasing capacity will be ever increasing.
The minimum requirements must be guar-
anteed and should dways be increased ac-
cording to time, space and person, and this
can best be done by continuously increas-
ing the purchasing capacity of the peoplein
relation to the economic development of
the concerned socio-economic unit. The
greaer the purchasing power of thepeople,
the higher their standard of living.

-59 -

Collective necessity:

Planners will aso have to consider the ex-
isting collective needsaswdl asthefuture
requirements of a socio-economic unit,
and chalk out their developmental
programmes accordingly. In India, many
indudries have been established but the
production of electricity has not been in-
creased. Through lack of proper planning,
power production has lagged behind in-
dustrial development. This is especialy
evident in Bengal and Bihar.

Most importance should be given to the
production of the minimum requirements,
so plannerswill haveto makeprovision for
the minimum requirements of al, but the
reguirements of both meritorious people
and those with specid needs should not be
neglected, otherwise the requirements of
the age will not be met. 20

Principles of a
Decentralized Economy

Thefinal guidelineswewill consider, aretheprinci-
ples of decentralized economy as given by Babain
1982. 21 As opposed to the guidelinesfor restoring
prama and planning the economy, the principles of
decentralized economy are not principleson how to
carry out planning, but alist of policiesthat are cru-
cial for the establishment of a decentraized econ-
omy. As such, care have to be taken in the
implementation of these policies, that the local situ-
ation and the current economic climate in the coun-
try and theareaof theblock under planning aretaken
into account.

Some of these are not applicableto asingle
block, but concerns government policies
and planning on the level of a
socio-economic unit. They are nevertheless
extremely important, and so we introduce
them here.




1. All resourcesin a socio-economic unit should

be controlled by thelocal people.

This means that foreign or outside control
of the economy should cease, in particu-
larly in the area of the production of essen-
tial goods. Thiswould aso beapplicableon
the block level.

2. Production should be based on consumption ,
not profit.

If we pursue the path of maximization of
profits, centralized production methods are
often preferable. However, “profit” in this
sense means the net return on investment
for those who financed the project. Unfor-
tunately, this approach usually lead to rural
unemployment and poverty as economic
development isconcentrated inafew urban
centres. It also leads to the production of
many useless products that are profitable,
while neglecting less profitable projects
that are highly needed. For example, in
many third world countries the soft drinks
industry iswell developed, while milk pro-
duction is neglected.

We therefore find ourselves in a position
where in the pursuit of profits, large areas
are left economically backward, and re-
sources are being diverted from essential
commodities to unnecessary luxury items.

Inaproutist set-up, wherethe motivation of
the economy is consumption, such distor-
tions will not take place.

3. Production and distribution should be
organized through co-operatives.

This principle is hard to introduce within
the framework of a centralized economy.
When co-operatives have to compete with
trans-national corporations, they will come
up short. However, it is a cornerstone of
PROUT’ s decentralized strategy.
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When local people are in control of their
ownraw materials, and local marketsareno
longer opened up to unfair competition
from trans-national s, then the co-operative
movement will grow tremendoudly.

Itisinteresting to note that Baba al so advo-
cates that trade, both foreign and local,
should be controlled by co-operatives.

4. Full local employment.

Priority should be given to local people, to
ensurethat they arefully employed locally.
No person should need to travel to other re-
gions and countries in search for employ-
ment. Hence a major aim of our
decentralized planning is to provide em-
ployment for all.

5. Protect the local market.

Competition from cheap outside products
would not be allowed, asit would put local
industries out of business. Therefore, for-
eign goods should be banned from entering
the local market.

Care must be taken that the local industry
does not become complacent due to the
protection, and within a short time frame,
locally manufactured products must reach
international standards at competitive
prices. By that time, the need for protec-
tionismwill cease, and freetrade can been-
couraged.

Other policies

The principles given so far in this chapter
can be seen as the guiding lights for the
planner. The principlesregarding theresto-
ration of Prama, and the principles for de-
centralized planning give us the idea on
how to approach the planning, and the prin-
ciples of a decentralized economy give us
important points that should be seriously
considered as part of our planning goals.




However, within the PROUT philosophy
there are many other specific policies that
should be considered while making our
plans. Below follows some of the most im-
portant policies. You can think of it as a
“check-list” of various policies, which you
can go through several timeswhile making
your plans. Seeif you find something there
that could be applicable to the situation in
your area, and which could solvethe partic-
ular problems encountered there.

A list of PROUT policies was prepared by Shyam
Sundar while making an economic plan for
Kharbovsk Krai. 22 Asit contains much of what we
would like to consider, it is presented below:

* decentralized economic plan-
ning

* atiriktam incentive system
* threetiered economic system

* worker ownership, participatory
management of coop enterprise

* no drainage of capital

* regional self-sufficiency inbasic
commodities

* guaranteed purchasing capacity
for minimum necessities

* ceilings on income and assets

* market pricing of commodities
produced by cooperative and in-
dividual enterprise

* no ownership of production or
resources by outside economies

* value added and excise taxes

* maximum utilization of physical
and intellectual resources

* protection and encouragement of
local culture
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* commodity or bullion backed
currency

* no speculative markets
* no profit, no loss key industries

* |ocation of production close to
source of materials

* barter trade with external econo-
mies

* environmental protection
* export of finished commodities
*consumption based economy

* self-generation of developmen-
tal capital

* cooperative agriculture with in-
dustrial pricing system

* cooperative and state banking

* prioritize development of peo-
ple' s economy

* maximize circulation of money
Some other points to consider would be:
- Quadri dimensional economy,
i.e
* People' s Economy
* General Economy
* Commercial Economy, and

* Psycho Economy.
- Samgj

Base industries on local raw ma-
terials

Maximum and minimum wage

- Co-operatives




Agro- and agrico industries

Balanced economy
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Banking, Credit, and Fiscal Pol-
icies
It is assumed that the reader is familiar with these

concepts aready. Asthereisno spacefor adetailed

discussion of these topics, we refer you to Baba's
book Proutist Economics 23 and other publicaions
for details.
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CHAPTER 6:

THE PROCESS OF PLANNING

Itisnow timeto planour block. Asasample
of how to actually formulate a plan, let us
return to Keyyan. While formulating our
plan, we will keep in mind that Keyyan is
part of acapitalist country with free market
policies, and will not try to introduce poli-
ciesthat depend for their success on a cen-
tral government pursuing PROUT reform.

A master plan for Keyyan

Let us briefly recapitulate what we know
about the block of Keyyan.

Keyyan isasmall rura community where
over 85% of the population is dependent on
agriculture. 80% of the people live below
the poverty line. Most farmershardly break
even, and if the real cost of their labour is
calculated, most farms are uneconomical,
i.e. input exceeds outpuit.

With such a high percentage of the popula-
tion depending on agriculture, the main fo-
cus of our planning efforts must betotry to
restore prama in the agricultural sphere.
Keyyan is also a fishing community, so
some attention hasto be given to thisin our
plans also.

Purchasing capacity has been falling in re-
cent years, and though statistics report a
very low rate of unemployment, themethod
by which the data on unemployment was
compiled seems to distort the true picture.
Practical observations on the field seem to
suggest that unemployment, and in particu-
lar underemployment, is a major problem.
As no more people can conceivably be ab-
sorbed in agriculture, the development of
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an industrial base is highly essentia to
create jobs and increase the purchasing ca-
pacity of itscitizens. At the moment, many
young people leave Keyyan to find jobsin
the big cities.

Infrastructure is inadequate. Only half of
the people have access to electricity, and
many roads are in bad a condition, hardly
passable in the rainy season. Safe drinking
water isalso aproblem in some areas, with
15% of the population still relying on
streams and rain water for their household
needs.

School attendanceispoor, and agood num-
ber of children don’t attend school. In some
places the schools are too far away for the
children to walk. Some parents need to use
their children to help on the farms, and
therefore cannot afford to send them to
school, even if it isfree.

L ooking at potential resources, wefind that
the soil isvery fertile, rain fal isadequate,
and there is scope to collect run-offs from
rain water. In addition, the coast isa source
of fish, and the tide could be used for the
generation of electric power. There are de-
posits of lime stone that could be utilized
for making cement.

For Keyyan, asummary of itsproblemsand
potentials could look like this:

A list of areas to concentrate our planning
effort on could look something like this:

- Agriculture




Summary

Population: 120,000; 85% dependent on agriculture; coastal agricultural community

Problems

* 80% below poverty line

methods of production

* industrially backward

* farming uneconomical at present

Potentials
* Rich sail
* gqufficient rain

* minera deposits suitable for ce-
ment manufacturing

Industry
Finance
- Transport

Power supply

Housing

Education

viouschapter, wewill first assessthe physi-
cal demand of the present and immediate
future, and compare it with available sup-

ply.

From our data, we find that Keyyan is
largely self-sufficient in basic food stuffs.
Rice, its staple food, isone of the main ex-
portsof the area, asthereis surplus produc-
tion. Fresh vegetables are also availablein
sufficient quantities, and these are being
sold in nearby towns. Fish is being pro-
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duced in sufficient quantities to meet local
demand. Poultry is raised by individual
farmers, but not on large commercial scale.
Cattle is scarce, and no dairy farming oc-
curs.

Though Keyyan is producing a surplus, it
still importsfood, mostly luxury itemslike
coffee, imported tinned goods and other
processed foods. Food turns out to be the
biggest export aswell asthe biggest import.

Strangely enough, in spite of a surplus of food and
importation of luxury food items, it is estimated that
morethan onethird of all children are malnourished,
with instances of chronic and acute malnutrition
particularly pronounced in children below 5. As
over 80% of the population live below the poverty
line, the malnutrition can be explained in terms of
inadegquate purchasing capacity rather than any
lack of food. That is, thoughthefoodisthere people
can't afford to buy it.

Asfar asland useisconcerned, 72% of all
arable land is under cultivation, which
tends to suggest that there is further possi-
bilities to expand the area of agricultural
land. However, as Keyyan produces
enough food, and the problem rather is that
the production methodsgivefarmersavery
poor return for their labour. Therefore, itis
rather this field we will have to scrutinize.




To do so, we will return to Baba's guide-
lines for planning. The first factor to con-
Sider, is cost of production.

As we could seefrom the cost analysisin chapter 5,
the cost of production was so high, that only a mar-
gind profit of $1,667 per annum was left for a2 1/2
ha farm. This figure, though, is still too high. The
reason is that in the calculations of this profit, the
cost of the labour of the farmer and the members of
hisfamily wasnot included. If we consider that each
of them would be given thedaily minimumwage of
agricultural workers, we would find that the farmer
actually would lose money on the farming venture.
As Baba insists that agriculture should be treated
with the same prindples asindustry, we must con-
clude that most of the farms are uneconomical at
present.

Looking at the third guideline, that of pur-
chasing capacity, we can redlize that as
long as agriculture remain inefficient, an
increase in purchasing capacity among
farmers will never be realized.

We therefore have to ask ourselves, what
can we do to increase efficiency?

One of the ideas of Baba, is to organize
farmers in co-operatives. However, as
Baba has pointed out, co-operatives are of -
ten disadvantaged in a capitalist economy.
In addition, we have no political authority
to force individual farmers to start
co-operatives, and whatever development
wecan achieveinthisregard would beonly
through persuasion.  Furthermore, even
with the introduction of co-operatives, itis
clear that agriculture has to be reformed
and made more efficient by mechanization

and other means. This meansthat less peo-
ple will work the land, and the displaced
people will need aternative employment.
We cannot increase the purchasing capac-
ity of afew by depriving the many of their
only source of income.

Then what optionsdo we have? How do we
increase the purchasing capacity of the
farmers? There are afew possibilities.

1. Increase theyield of theland
Thiswasdoneinthelast decade, by theintroduction
of the green revolution. However, the living stan-
dards of the farmers actually declined since the cost
of inputs went up many-fold. It also caused a de-
pendenceon outsidefactors. Previoudly farmershad
been fairly independent, but now thefarmersandthe
country as awhole were heavily dependent on im-
ported fertilizers, pesticides, and improved seeds.

There are few chances that with the help of
indigenous technology a substantial im-
provement in yields could be achieved
within the foreseeable future.

2. Reduce the costs of production

This is more feasible. However, it would probably
haveto involve Baba srecommendation that uneco-
nomic land holdings are consolidated into
co-operatives. This, on a large scale, would take
time to achieve. People have to be convinced that
consolidating their land-holdings would improve
their earnings. The way to do this, would be to es-
tabl*ifh model co-operative units that are success-
ful.

Normally, farmers living on the edge of survival
cannot afford to takerisks. They haveto play it safe.
They will therefore be suspicious of any innovations

Remember, the block we are planning isa part of a capitalist economy, and so we caninitially only

suggest reforms that can be blended into the current economic system.

**

could play an important part.
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This could be a major part of our devel opment strategy, in which AMURT and Master Units both




that could risk to upset the delicate balance between
survival and disaster. On the other hand, if they can
see with their own eyes tangible proofs that a strat -
egy works, they usually embrace it warmly, and
copy the process even without your insistence. As
the saying goes, “ Nothing succeeds as success, and
nothing failslike failure.” If we can set up concrete
successful models, people will copy them.

3. Diversify the production

Thisis also practica, and quite within the reach of
the limits we have on our reform programme. For
this, astudy hasto becarried out onwhat other crops
and plants could begrown profitably. Astheblockis
self-sufficient in staple foods, the excess capacity
could be used to grow cropsthat might be economic
even when grown on small plots that would be un -
economical for growing rice.

There are two ways we can find out what
such crops are. We can collect information
by our own experiments, or we can rely on
the experience of other people. A good way
would be to try to find literature on the
growing of cropsin climatic areas that are
close to those of your block . You could
also ask farmersin your block and in other
partsof the country if they had successfully
tried other crops. You could talk with ex-
tension workers, or NGO'’s working with
rural development. You can then practi-
cally test their ideasunder local conditions.

Conseguently, another recommendation in
our report would be the establishment of a
research organ for introducing new cropsin
the area. At the same time, we must try to
find at least a few alternative crops that
have beentested already inthearea or adja-
cent areas, which could be introduced into
our development plan.

In the case of Keyyan, we could recom-
mend the introduction of coconut and oil
palm plantations, which both have been
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successful in other parts of the country.
Other suggestions are the introduction of
methods for growing vegetables in the
rainy season (when they usually are scarce
due to water log in the fields) according to
the suggestion of some farmers we met.

Aswiththecaseof co-operative, weneedto
establish model farms which the farmers
can imitate.

4. Irrigation

An important way to improve yields by increasing
the number of crops that can be harvested in one
year, is irrigation. For that Baba does not recom-
mend huge irrigation projects, but many small
encatchment ponds scattered over large areas.
Therefore, careful studies have to be undertaken as
tothecost of such dams, andwhat theimpact on pro-
duction might be. If it is seen that they are economi-
cal, and that the cost of making them could be
reimbursed from theincreasein agricultural output,
then alarge scale program of dams could be intro-
duced. Again, to thread carefully, some sample pro-
jects should be suggested inthe short term, with the
possibility of expansionif theprojectissuccessful.

Industry

At the present, no industrial activity of any
Sizable scale is taking place in Keyyan. In
order to solve the problems of unemploy-
ment and low purchasing capacity, an in-
dustrial base has to be developed. If much
needed reform of the agricultural sector
takes place, then people will be displaced
and new jobs will have to be provided for
them. So the reform of agriculture must go
hand in hand with the development of local
industry.

In the first stage of industrial development
inarural community, agro- and agrico- in-
dustries must be developed. In the case of
Keyyan, apart form rice milling, no agro or
agrico industry exists at present.




Depending on the type of crops which our studies
find feasible, the type of agro industries to develop
will also vary. Initially, products made out of rice,
like beaten rice, puffedrice, rice noodles etc. could
be produced. Rice sraw can also be used for many
applications, including the production of pagfr.
Rice husk can be used in the cement industry.

Even more potential for agro-industriesare
coconuts and palmnuts, which we intro-
duced in our discussion on agriculture.
Both of these are oil seeds, and from the ail
anumber of productscan be produced, such
as soap. A soap factory can therefore ini-
tially be established to supply the local
area. Coconut fibers can aso be used in
making rope, mats, brushes, and many
other commodities. By the introduction of
these cash crops, and the utilization of the
products by local agro-industries, the pro-
ductivity of the area can be increased, em-
ployment opportunities created for people
losing their jobs by agricultural reforms,
and the purchasing capacity of the people
enhanced.

Detailed calculations and feasibility stud-
ieswould have to be made for these indus-
tries, before they are made part of our plan.
We have the raw materials and the labour,
but we need to find out if the production
would be economical, and whether there
are markets for the products.

Likewise, the potentials of the lime stone
deposits for cement manufacturing should
be carefully studied. Today, dueto the cost
of cement and cement blocks, which have
to be imported from afar, people usually
make temporary buildingsfrom straw, mud

and bamboo, that will last only for a few
years. Then they have to rebuild their
houses. With the loca production of ce-
ment, more secure permanent structures
could be encouraged. Cement could aso be
exported to neighbouring blocks which
have no raw materials to make cement on
their own.

How far do these plans follow Baba' s prin-
ciples for planning? Cooking oil, ropes,
soap, cement, etc. are all imported at the
moment, while the potential for producing
them locally from local raw materials ex-
ists. The principles to match supply with
demand clearly requires us to rectify this.
The principle of maximum utilization of
land also suggests that some of these plan-
tations, like coconut and oil-palm planta-
tions, could be grown on the presently
unutilized land aress.

Our plans therefore seem to be in harmony
with Baba's principles of restoring prama
in the physical sphere. Looking at the cost
of production, detailed studies have to be
made as to the cost of the raw materials,
cost of machinery, labour costs etc., to see
that the cost of inputs are lower than the
cost of output, with areasonable margin for
profit. Asfar as the principle of productiv-
ity is concerned, care should be taken that
theinstalled capacity of the plantsarefully
utilized. Due to this, it isimportant to en-
sure sufficient supply of raw materias, and
that themachinery chosenissuitablefor the
prevailing conditions. Labour-intensive
technology is often more appropriate in a
poor rural community than capital inten-

Agro industries are post- harvesting industries, }{\plain \i\f1\fs20 i.e.}{\plain \f1\fs20 the processing

of agricultural produce, while agrico industries are pre-harvesting industries, }{ \plain \i\f1\fs20
i.e}{\plain \f1\fs20 the produc\-tion of inputs for agriculture, such asfertilizers, plows, chem icals

and tractors.
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sive technology even if on paper it looks
more profitable.

First of all, there are many hidden costs with
high-tech imported machinery. Expatriate experts
may be required to serviceand repair the machines
periodically. Spare parts have to be imported from
abroad. If anything goeswrong, there may therefore
be long production stoppages, and an
underutilization of installed capecity. In the end,
thiscan eat into theprofit margin, and the labour in-
tensve methods may end up more profitable. (See
box PAGE 71.)

Secondly, PROUT's system is to maximize con-
sumption, and not to maximize profit. A capitalist
would like to get maximum return on his invest-
ment, regardless of whether the people who live in
the community benefits or not from his factory.
However, if the workers in the factory are
part-owners of the co- operative, the consideration
of “profit” takeson compl etely other proportions. In
this case we can consider the wages paid as some
sort of profit sharing, asthemoney isplowed back to
the local people and will increase their purchasing
capacity. This in turn will make them buy more
goods locally, and stimulate the entire local econ-
omy. If, on the other hand, the money that was spent
on wages in a labour intensive firm was spent on
paying for foreign machines in a capital intensive
firm, the money would be going out of thecommu-
nity.

The bottom line is that even if a capital intensive
technique may be more profitable from the point of
view of an individual , labour intensivetechnologies
are dmost always more profitable from the point of
view of a local rural community. (See box PAGE
72)

Finance

We a so need to consider how our devel op-
ment plans should be financed.
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Aswe are working within the framework of a capi-
talist economy, our possibilities to raise credit and
fundsfor development projectsarelimited. In acap-
italist society, available creditismostly absorbed by
multi-nationd corporations, leaving little for local
businesses. Farmersand rural cottage industries are
usually left at themercy of local money lenders, who
lend out money at arate of 10% per month!

Clearly, some reforms have to be intro-
duced to break the hold of these money-
lenders, and make cheap money available
to farmers and co-operatives.

Theavailability of creditisalsoamajor rea-
son why farmers will do better working in
co-operatives, as banks are more likely to
lend to co-operatives than to individual
farmers.

However, many |oans made by banksto farmersand
co-operatives, are never paid back. Thebank isseen
by thefarmer asimpersonal, far away, and an entity
(like the government!) which isthere to be cheated.
Therefore, the introduction of co-operative rura
credit unions could be a first step towards solving
the issue of rural credit for farmers.

These credit unions could also facilitate
loans for small scale cottage industries.
When it comes to major projects, like our
cement factory for example, the resources
of arural credit union won't be sufficient.
But if there is a co-operation between the
local government and the credit union, and
the credit union guarantees the loan of the
local industry, a bank loan could possibly
benegotiatedif itissponsored by an NGO.

NGOs are useful and should be consulted
for loca development work. Once your
plans are ready, take the help of
AMURT/AMURTEL and other NGOs in
theimplementation. Therewill bemany as-
pectswheretheir assi stance can be sought.




Profitability of labour intensive and capital intensive
factories: A word of caution

Suppose that two plants, one labour intensive and one capita intensive, both have acapac ity of 1,000 tonnes|
per week. Evenif costsof inputs (including the depreciation of machines and interest on loans) for the labour
intensive plantis higher per unit of ready made product thanfor thecapital intensive plant,* if onecalculae
the cost of shutdownsand repairs the capital intensive plant may still be more expensive.

Supposethat the sellingpricefor commodity A isDeval s 100 per tonne, whilethe productioncost for thel abour
intensive method (i) isDeval 85 and the production cost with the capital intensive method (ii) isDeval 75. This
means that the profit per week with method (i) is 15,000, and from method (ii) is 25,000. Under ideal condi-
tions, inone year the capital intensive plant would make Deval 1.25 million profit, while the labour intensive
plant would make 0.75 million profit.

Capital intensive plants, however, aremuch morelikely to need specialist attention atentionif something goes
wrong. Suppose that the capita intendve plant brokedown, and could not berepaired locally. After 1week, a
representati ve from the company selling the plant came al ong, and sad that we needed some spare parts from
abroad. Some dectronic components had burnt out. Thetotal bill for repairswould be Deva 125,000, includ-
ing service charges. The company promised to bring the spare partsin by next week. After two weeks nothing
had happened, and it was still another week before the plant wasfixed. By now, the factory had beenidlefor a
month. Customerswere cancelling orders, and looking for other suppliers. When theplant fi nally started up, it
would gill not operate properly. So some more parts had to be brought in, with the additional cost of Deval

75,000.Eventually, it took twomonthsbeforethe plant was operatingagai n. Thetotal bill had beenlikethis:

Repairs 200,000
Lost profits (8 weeks) 200,000
Fixed costs (50% of total costs for 8 weeks) 300,000
Total costs - 700,000.

It meansthat from two monthsshut down, theyearly profit hadsuddenly beenreducedto Deval 550,000, or less
than the Deval 750,000 obtained from the labour intensive plant.

Thesetype of hidden costs with imported technology is very important to understand and consider before em-
barking on new ventures.

* Somethingthat not at all iscertain -indeed experiencesfrom thirdworld countriesseem to suggest the oppo-
site)

NGOs can aso help with funding. Housing, Transport, etc.
In asimilar manner that we treated agriculture, step
Power Su pply by step go through housing, transportation, educa

Whilemaking aplan, make sureto consider tion, etc. Look at the problems, consider your op-
the energy required to carry out different tions, and draw up practical plans. Always

projects. L ook at varioussourcesof alterna- remember Baba's guidelines and use them so as to
tive and traditional energy, and see how maintain a directionin your planning efforts. Con-
they can beimplemented. sider the demand and supply of all commodities,

make sure land is properly utilized. If that does not
provide asolution, try to go back to the basics of the
fivefundamental principlesto get guidance. For ev-
ery economic venture, consider the cost of produc-

- 069 -




tion, and make sure that productivity is kept at a
maximum. As an overall goal, try to introduce re-
formsthat will progressively increase people’s pur-
chasng capacity, and ensure that the collective
needs and the requirements of the community are
being met. (This oneis closely connected with the
firsttwo principles of restoring prama- indeed, they
are dmost identical.)

each villageto assess thelocal potentials and prob-
lems, to determine where cottage industries could
take off, where roads are needed, and where model
projects could be gtarted. This must be done in
co-oper ation with the local people! Y ou cannot de-
cideby your own exactly where and with which peo-
ple specific projects should be started. The people
themselveshaveto bea part of this, and decide what
they wish to do. Experiences of integrated rural de-
velopment projects, such astheglobal AMURT pro-
jectinBurkinaFaso, can give valuable insightsinto
this process.

Formulating the plan

Tomakeadetailed plan, youfirst haveto gothrough
every aspect of the economy like we just did. Then
when you have come up with answers in principle,
you will have to go down to the detailed planning.
Thisinvolves going down to each panchayat and

When preparing the detailed plan, one of theinitial
goalsisto set up successful models. Aswasmen-

Production for consumption or production for profit?

Supposethat the cost of labour and capital for afixed amount of productsinalabour intensveandacapitd in-
tensive company producing the same goods are asfollows:

Total L abour Capital Other costs
Capital Intensive 300 50 150 100
Labour Intensive 325 150 75 100

If the selling price of the commodity is 375, it means that the profits are as follows:

Total cost Selling Price | Profit
Capital Intensive 300 375 75
Labour Intensive 325 375 50

Hence, the capital intensive productionis more profitable from the point of view of theindividual owner of the
business.

However, from the point of view of thecommunity , thelabour intensive productionismore* profitable’, asthe
amount spent on capital equipment isdrained out to other areas. Supposethat in both casesthe owner doesnot
take out any of his profit from the community, but putsit back into the economy (avery uncertain“ suppose”).
The following are the amount of money that gets back into the local community.

Labour intensive: Labour 150 + profit 50 + other costs 100 = 300
Capital intensive: Labour 50 + profit 75 + other costs 100 = 225

It meansthat there isanet gain to thelocal economy of Deval 75 for each unit of production in alabour inten-
sive industry, in spite of the profit from the capitd intensve project being higher.
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tioned before, you have to demonstrate that some-
thing works, before peoplewill follow it. Thisisan
areawhereMUsand AMURT/ AMURTEL havean
important role to play.

Block level planning within
a proutist economy

If Keyyan had existed within a
socio-economic unit that was following
PROUT policies, the growth towards
self-sufficiency would be quicker. Credit
would befreed up for local projects, and no
drainage of wealth from local areas would
be allowed. This would be even more sig-
nificant in areas where local raw materials
are being exploited by foreign
trans-nationals, who export it to be pro-
cessed abroad. L ocal industries, such asour
budding cement and soap industries, would
receive protection, and would not need to
compete with Lux soap from the USA.

If you find it interesting, by using your
knowledge of PROUT and theguidelinesin
thismanual, try tomakealist of policy sug-
gestions for the Republic of Inflatonia to
turn it into a proutist economy.

Final note
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What we have done here is not to make a plan for
Keyyan. A complete detailed plan would doublethe
size of thismanual. What we have been trying to do
isto show how to go about formulating a plan, how
to collect data, what guidelines to follow, what to
consider, and give afew examples on how to apply
thesei deasto specific situations, such astheagricul -
tural situation in Keyyan.

From here, you arelargely onyour own. As
we stressed in the beginning, the process of
planning and the implementation of
PROUT in genera is not yet well devel-
oped, and we are learning on the job. This
manual can thereforejust be seen asahum-
ble starting point for PRI planners. You
must learn through your own experience.

Whatever your experience is, however, try
to share it with other PRI members. Any
suggestionson thismanual isgreatly appre-
ciated. If you have any personal experience
related to block-level planning or any as-
pect of it, we would like to hear about it.
This manual is ateam effort, and the more
peoplewho contributetoit, the better it can
become. Did thismanual help you in your
efforts? Did it change your view on
PROUT and block level planning? Did it
make the whole thing more practical and
down to earth? Send in you views.

Good luck inyour planning efforts!
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