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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 us a vision of what an ideal Society should look like. In his works, Baba paints a
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 some of the structures and policies needed in such a society, like the three
tier industrial set up, the emphasis on co-operatives, decentralized planning, a balanced fiscal policy, etc.
Finally, he gave a historical analysis in the form of his theory of the social cycle.
What we did not get, was a detailed blue print of how to bring the society from where it is now,
with its gross inequalities and degenerated economic structure, to the progressive ideal society
Baba painted in his visions.
Though Baba in his writings gave us specific ideas and answers to many economic and political
questions, he nonetheless left us with several specific questions unanswered, such as the problem of
capital formation in third world countries, the question of intellectual property rights, and so on.
It is therefore not possible for us today to directly take PROUT and implement it in any specific
country or region. We still lack much of the information and knowledge required to do so. This is a
fact we must boldly recognize, or else we will never learn to acquire the knowledge we need to materialize Baba’s vision. As long as we keep our glasses full, we can not get any new water in it. And
as long as we believe that we know everything about PROUT, we will never be able to learn enough
to practically implement it. As Baba said,
One will not be able to know anything unless one develops the psychology of, “I know not.” It is the funda1
mental spirit of a true 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 us to find out the answers we need to succeed. Indeed, the more we get acquainted with the economic problems of the real world, the more
we are in a position to understand the profound wisdom and ingenious solutions Baba has given us
in his philosophy.
One of the tasks of Prout Research Institute therefore, is to
Based on research carried out on [the Progressive Utili zation Theory and economic question], to pre pare and
present tentative PROUT-based outlines for economic, political and social policies for specific areas, coun 2
tries, or regions.

This publication, An Introduction to Block Level Planning, is meant as a contribution
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to this goal. 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 Rameshvarananda Avadhuta
Secretary
Prout Research Institute (Global)
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INTRODUCTION
If we chose the sphere of economics, again,
what should our approach be? Will specific
policies and suggestions based on Prout be
useful at all, if they are not implemented
within the context of a Proutistic society?
For example, if we suggest a policy of basing in dus tries on lo cally avail able
raw-materials and co-operative structures
of production, will this be successful within
the general context of a capitalist society?
If not, is it useful for us to suggest any economic policies at all, until after a Shudra
revolution that destroys all the previous
power structures of the society?

For a Proutist about to suggest economic
reform for a new society, the problems are
almost maddening. First of all, the economic situation of the world is very precarious today, with the economy collapsing in
many places. The gap between the rich and
the poor is increasing 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 is right? The results of a mistake can be serious, as there
are so many pitfalls along the road. At the
same time, as we are getting more and more
vocal, more people are coming to know
about PROUT, and some of them would expect us to deliver practical policies to solve
existing problems in their societies. In this
sense, we are squeezed between our own
need to learn and formulate concrete policies, and the appearance we are giving that
we already have these policies worked out.
Which, if we should be honest with ourselves, in many cases we have not.

These are very important questions, and vital to determining where we should go, and
on what we should put in our research and
emphasis.

Prama

There is therefore an urgent need to sit down and
pro duce concrete, implementable policies for
specific countries and economic conditions. But
how do we formulate these practical poli cies?
Where do we start?

To find answers to these questions, let us turn to
Baba’s concept of PRAMA. In his ar ticle, Dynamic
3
Equilibrium and Equipoise he explains about Society, and how it has gradually degenerated from a
state of equilibrium and equipoise to the stage of derangement, from derangement to disruption, and
then to the final stage of degeneration. Today, society finds itself in this stage of degeneration with
“economic bankruptcy, social unrest, cultural de4
genera tion and religious superstition.”

Should we in the first phase concentrate exclusively on propagating spirituality, as a
proper society will not emerge without
moral leadership? Or should we aim at political power, by contesting elections? Or
should we emphasize economic planning?

The role of PROUT is to bring society from
this stage of degeneration back to a stage of
balance and equipoise. That means a balanced society where everyone’s needs are
met, and everyone has the opportunity to
develop his/her full spiritual potentials.
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So how can this be done? Here Baba has given
some very specific guidelines for us to follow:

Secondly, we must concentrate on concrete physical
and economic problems, if we wish to achieve a
state of Prama. To only prop agate spirituality will
not do, as the very efforts to bring about equilibrium
in the spiritual sphere will con stantly be undermined
by the lack of equilibrium in the physical sphere.

• First, it is impossible to bring society
from a stage of degen eration directly to
a stage of equipoise or Prama. We first
have to bring it from the stage of degen eration to the stage of disrup tion, then
from disruption to derange ment, and
then finally back to equipoise.

Finally, we cannot magically bring about balance in
the society from above by propagating general
ideas. Quite the reverse. The only way to regain
equipoise, is to look at particular concrete problems
i n the e co n o m y , s u ch a s a g ri cu l t ur e a n d
agro-industries, and find out in detail how to bring
these into balance. As more and more areas of the
physical stratum are in balance, finally the whole
physical sphere will be balanced.

• Secondly, although degeneration has
taken place in all three spheres, i.e.
physical, men tal and spiritual, initially
greater impor tance should be given to
restor ing the balance in the physical
sphere, as an imbalance here will bring
about a loss of equipoise in the men tal
and spiritual spheres as well.

These general guidelines Baba has given
are of immense value to a PRI planner, as it
provides us with a framework or general
strategy from which to start our work. Instead of fumbling in darkness, we have
some concrete direction to follow.

• Thirdly , in order to restore equipoise or
Prama in the physical sphere, we need
first to subdivide the physical stratum
into various substrata, such as agricul ture, industry, medicine, irrigation, and
so on. By grad ually re establishing equi p o i se a n d e q u i li b r i u m i n t he s e
sub-strata, we will eventually be able to
achieve equilibrium or Prama in the en tire physical stratum.

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.

What implications do these guidelines have for
the process of eco nomic planning? Great implications, in fact.

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

First of all , as it is not possible to achieve a resto ration of Prama in `one fell swoop’ as it were, but has
to be done gradually, it follows that we cannot expect that with a magic wand we will be able to imple ment a perfect Proutist society over night, with all its
amenities and structures. We will have to patiently
sug gest reforms that take into consideration the
present degeneration of so ciety, so as to step by step
bring about a truly Proutist society. This means that
we cannot expect to intro duce a complete Proutist
economy all at once. It has to be a gradual process.

• The max i mum uti li za tion of
land.
• The Five Fundamental Principles of PROUT as they apply to
the physical stratum.
As we will see, these factors will be very
important in our planning.
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Block level planning

A further complication is that where Baba
does talk about de centralized 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, we will be faced with the problem
that the block we plan will be an isolated island in a sea of capitalism. This limits our
possibilities, as a proper block level plan
cannot be drawn up unless it is a part of an
overall plan for economic self- sufficiency
in a socio-economic unit.

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 balanced agriculture) but we must limit our effort to restricted geographical areas. It is
not possible to make a central plan for the
whole world, or a whole country, at once.
Baba writes:
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 ap5
proach is impractical and a utopian myth.

Strategy
A complete block level plan cannot be
drawn up unless it is a part of a larger
proutist strat egy on the level of the
socio-economic unit. Yet, the irony 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 models within the block we plan,
so people will gain confidence in prout as a
practical alternative that has the ability to
solve real economic problems. Therefore,
the reforms we suggest must adjust with the
present economic realities the block finds
itself in, even if this means that a strict implementation of all prout policies won’t be
possible in the initial stages. Once we have
successful models to prove our theories,
people might ask us to extend the planning
to larger areas, which could function as real
self-sufficient economic units.

So with this in mind, our task is more clear. We have
to start at the grass roots, and with the help of lo cal
peo ple, de velop practical economic plans for partic ular areas or `blocks’ — the smallest unit of plan*
ning in PROUT. For block level planning Baba has
also given some specific points to consider, viz.,

• Cost of Production
• Productivity
• Purchasing capacity
• Collective necessity
These guidelines are also very important,
and we will return to them in the practical
parts of this manual.
However, most of Baba’s writings on decentralized planning concerns planning on
a Samaj or state level. In the examples Baba
gave on planning, he talked about Bangladesh, Tripura, Bihar, West Bengal etc., but
so far no practical examples Baba might
have given on block level planning have
been published.
*

This is quite in line with Baba’s ideas, 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 area with a population of approx. 100,000 people.
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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 economy.

quickly as possible. This is 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 a new one,
we would be roundly condemned. If the
people are without a home, then whatever
we do to build a new one will be gratefully
acknowledged, as long as we did not cause
the destruction of their old house.

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.

Similarly with the economic system.
The basic strategy of PRI, which is the one
fol lowed by this man ual, is to make
PROUT practical. In pursuing this practical
approach, we will follow the guidelines
Baba has given regarding the restoration of
Prama and decentralized planning with the
emphasis on block level planning, i.e. planning for communities with approx. 100,000
people.

In contrast, the ap proach of com munism and other
authoritarian regimes have often been destructive.
They started with tearing down before they had the
new structures in place, and hence caused immense
hardships on the people. As Baba commented re garding the commune system, “Sadvipras will never
go against the spirit of a country and cause its ruin.”
6
If we get a chance to implement a proutist plan for
an area, big or small, and the hardships on the peo ple
increase substantially, we will lose all credibil ity,
and people will think to re turn to the old ways, even
if they were bad.

We will try to determine within a given
community where a lack of balance or
Prama exists. This could be poor utilization
of land, or industries that pollute the environment, or large scale unemployment, or
dependence on imported raw materials, etc.
etc. Once the problems are identified, we
will with the help of our basic knowledge of
PROUT, and in co-operation and consultation with the local people whose lives are
being planned, try to come up with alternatives that will restore the Prama or equilibrium to that aspect of community life.

On the other hand, as the world is today, institutions, economies, and countries are
breaking down. It is by no means certain
that the “free trade” move will continue. As
communities become unstable, international trade may also become affected.
With economic calamities rising, and capitalism breaking due to its own contradictions, there will be a great demand for
alternatives. If communities find that they
can no longer rely on the USA or the EEC to
provide them with ready markets and imports of lots of gadgets, they will have to
look inside to become more self-reliant.
Here prout has a great opportunity to make
an impact. If the existing structures have already collapsed, drastic reforms can be implemented, as there are no structures to
protect. The people will be shelterless, and
we would have to build them a new home as

As we manage to restore Prama to more and
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. These communities will later
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on have to be coordinated through larger
master plans, but that is beyond the topic of
this manual.

It is our hope that this manual will prove to be both a
practical guide and an inspiration to PRI staff and
other Proutists all over the world.
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CHAPTER 1:

VISIONS OF A NEW SOCIETY
As we embark on the path of planning, it
may be fair to first try to see what type of society Baba envisioned in a fully developed
proutist economy. This could give us an
overview that could help us to set up goals.

than outside goods, this will encourage smuggling.
7
Realizing this, Baba comments,
“If local commodities do not meet the
needs and aspira tions of the peo ple, immediate steps must be taken to increase the
quality, reduce the price and increase the
supply of local goods, otherwise illegal imports will be en couraged.”

In this field, Baba has been fairly detailed,
and through his writings we can easily see
the main features as Baba envisioned them.

Prout, how ever, is not an isolationist movement,
like the “Jute Idea” in North Korea. The reason for
the ban on imports is only to force the local economies to be efficient. As the socio-economic units
grow strong and attain self-sufficiency, the restrictions 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 .

Decentralized economy
The proutist society will be one, where economic planning is decentralized. Each
socio-economic unit should initially be
made economically self-sufficient, by producing all its basic requirements from resources found within the unit.

Free trade should be en cour aged once
self-sufficiency is attained, as this will help
facilitate increased prosperity and encourage
e c o no m i c
p a r it y
am o n g
socio-economic units, and lead to the for mation of larger socio-economic units. 8
(See Box PAGE 10)

Protecting local industries vs.
free trade
In order to achieve this, the industry in each
unit should at the beginning be protected
from outside competition, so as to have a
chance to grow strong and competitive.

Today, most third world countries find
themselves in the position of being suppliers of cheap raw materials, and importers of
expensive manufactured goods. The decentralization of planning, and the policy of regional self- sufficiency, will reverse this
trend. As the local potentials of each socioeconomic unit are getting fully utilized, local raw materials will be processed locally.
Hence, only manufactured goods will be
exported. No country will be stuck in the
role of supplier of raw materials any longer.

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 initially the
local commodities are of less quality, more
expensive, and the supply scarce, the policy
should remain, as it would stimulate the local production.
However, no room should be allowed for compla cency. If there are shortages of essential (or even
non-essential) goods, or if the local production is of
a very low quality, or sub stantially more expensive

For developing countries with few commodities to export, Baba recommends barter trade.
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advantage of the poorly developed economy and the cheap labour, move in and buy
up mineral deposits and establish factories.
In countries like Singapore and the Philippines, the majority of the economy is directly owned or con trolled by foreign
companies.

Local control of the economy
In a proutist economy, the local economy should be
con trolled by local people. This means that all industries, raw materials, and other wealth in a certain
region should belong to and be controlled by the
peo ple liv ing there. Foreign own ership should not
be allowed, as the foreign compa nies would like to
repatriate profits, and thus cause a drainage of
wealth from the area. Like wise, taxes collected from
a lo cal area should be used for that area, at least un til
the purchasing capacity of that area is equal to the
9
most developed area in the country.

Increasing purchasing capacity
and full employment
In a proutist so ciety, the minimum requirements will
10
be guaranteed to all and the purchasing power of
11
the people will continue to increase. Indeed, this
is one of the most important goals of prout. This,
Baba says, can be achieved with the decentralization
of economic activity, which would create full employment and growth in real incomes.

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

Historical reasons for protecting domestic markets
The strategy of initially protecting local markets is actually vindicated by experience. Economies that
opened themselves up to indiscriminate imports often had their local industrial base destroyed, or if it was
never developed in the first place, prevented it from ever getting established. One ex ample is the Philippines which has been pursuing a policy of “free trade”. As a re sult of this policy local manufacturers were
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. Attempts to Import Substitu tion Industrialization have only led to inefficiency and a waste of
resources.
On the other hand, countries that realized the need to develop their own industrial capacity, like Ja pan,
and more recently, South Korea, initially protected their domestic markets jealously.
Commu nist countries also practice protection ism. How ever, in contrast to Eastern European coun tries
and other countries fol lowing a socialist model, Korea would not allow its industries to be come inefficient. While in commu nist countries protectionism was a means to encourage complacency, corruption
and stagnation, the Korean government kept industry on its toes by threaten ing to open up its market to
imports, as soon as local prices went too far from international norms, or if the quality of the products
sagged. Through this, they were able to force local manufacturers to be efficient, until now Korean goods
can effectively compete on the world market.
An earlier example of the same strategy can be found in Britain, and indeed in most of what are now the
industrialized countries. At the beginning of the industrial rev olution, the tex tile industry was the driving
force. At that time Britain would not allow even one thread of yarn to be imported to the UK, in spite of the
fact that it could have imported cheaper cloth of superior quality from either In dia, China, or West Africa.
In a nutshell, Baba’s policy of protecting local industries in the initial stages of indus trial development is
not an expression of xenophobic protectionism, but an indispensable and prac tical policy of industrial development, that has been tested and tried in actual life. The key problem here will be to ensure that the lo cal industry makes use of the protection to grow strong, and does not use it as an excuse for mediocrity and
inefficiency. If that happens, sadvipras would have to apply circumstantial pressure to rectify the situation.
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and key industries that will be run by the local government.

Agriculture
In a proutist society, agriculture would be
organized on a co-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.

All trading activities, including foreign
trade, as well as banking and insurance, will
be run by co-operatives.

Taxes
The taxation in a PROUT economy will be
at the source of production. This means that
taxes will be collected as excise duties in
factories or as VAT (value added tax). Income taxes will be scrapped. As in a
proutist economy there will be both a minimum and maximum income, progressive
income taxation will no longer be needed as
an equalizing factor.

Industry
As we mentioned, industry will be based on
locally available raw materials, and only
manufactured goods will be exported. Important key industries will be controlled by
lo cal gov ernments, large fac to ries by
co-operatives, and small manufacturing
units will remain in private hands.

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

Co-operatives
The main force in this proutist economy
would be co-operatives. Though co- operatives 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 the ideal
to build a healthy society.

These are some of the features of a developed proutist economy, as Baba envisions
it. It is important to keep this vision alive in
our minds, to guide us in our planning.

Co-operatives, in a proutist society, will be
implemented in agriculture and industry
alike. In agriculture, co-operatives will initially be introduced as a means of consolidating uneconomical land holdings, and
then later expand to embrace all agriculture. In industry, co-operatives will be implemented in all except very small units,

How ever, planning has to be practical, and the restoration of the balance in society will be gradual. It is
therefore unlikely that you could implement all, or
even many, of these reforms in a single block within
a short time frame. We will therefore have to start in
a modest way, lay a proper foundation, to eventually
reach a stage where Baba’s vision is fully implemented. We have to restore Prama step by step.

&&&
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CHAPTER 2:

PRELIMINARIES
When it comes to real economic planning
on the other hand, we must be concerned
with that which works. The object here is to
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 implemented. If in the end the plan is not implemented, you will still have gained valuable
practice for the day when our plans will 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.

Before we start to discuss the process of
planning, let us first realize that economic
planning, even in a relatively small area
such as a block, is a big and hard job. It is
nothing you can do over a coffee break, or
in a few days or weeks. To gather all information, to analyze the problems, to find appropriate 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 a preliminary report.

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

There are no real shortcuts, and to come up
with no plan is better than to come up with a
inadequately researched and poorly conceived plan, that does not meet the real
needs of the people. A plan should not only
look nice on paper, it should work in practice.

• Who should be engaged in the
planning process?
• Our approach to planning.

There is a great difference between academic 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, as they remain in the
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 abstraction, making points for their own sake, constructing beautiful methodologies and let
our thoughts spin without having to be
bound by the actual harsh realities of this
earth.

• The qualification of the planning
co-ordinator.
• The selection of the block to prepare a plan for.
• The selection of the planning
committee.
• The Planning Process.
Let us deal with these topics one by one.
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Who should be engaged
in the planning process?

work and how the society should be, and
hence it is our job to go to a community and
make sure that these communities implement the plans and programmes we consider best for them. The same approach has
been used by colonial powers, church leaders, and political demagogues for centuries,
and we must guard ourselves very carefully
against falling into the trap of emulating
them.

The specialty of Proutist planning is that 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 system is
as of yet not implemented anywhere. By introducing 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
to try it.

This means in practi cal terms this: Don’t start to
think of how to implement any proutist policies before thoroughly understanding the problems of the
area, and the aspirations of the people. You would
be putting the cart before the horse.

The correct approach
THE CORRECT mental attitude should be
this:

It is therefore likely that, at this stage, most
blocks would need some initial help and
guidance from an experienced PRI staff or
other experienced Proutist, who could assist local Proutists in their first attempts to
plan their blocks. It follows that in the initial stages block level planning can probably not be a totally indigenous effort, but
will have to be a co-ordinated effort bet ween a PR I q ua l i f i ed pl an ni ng
co-ordinator and local Proutists and other
moralists.

What are the peculiar problems and situations in this
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 problems the people are facing?
That is, first try to understand the problems. Then try
to see if Baba has given a solution within His philosophy. After finding the appropriate solution in princi ple, it is time to work out how it could be
practically implemented in the particular sit uation.

Our approach to planning.
The purpose of the planning exercise is to
produce a plan that can successfully be
used by a local community to improve it’s
economic future. The approach we take to
the planning effort is therefore very important. If our approach is wrong, the result
will not be encouraging.

First after the immediate problems of the
area are solved, and a general 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 people is indispensable. Also,
local people are in a better position to tell
the outside planner what they need most urgently. The importance of the planner is

Faulty approaches
It is very often tempting to think that as we
have this great PROUT philosophy, we automatically know how the economy should

- 13 -

that he/she has a clear guideline to economic de vel op ment based on his/her
knowledge of PROUT. It is therefore important to integrate local people into the
planning process, and realize that they are
the real experts on their own problems and
situation.

this manual and have studied it thoroughly
before commencing her/his work.
The planning co-ordinator must also have a
genuine love for the people and the area
s/he wants to assist in planning, and be prepared to listen more than s/he is talking! Indeed, in the first stages of the planning,
which consists mostly of data collection
and identifying problems, the planning
co-ordinator should NEVER suggest solutions or give any advice on the problems
s/he encounters. That will come later.
Don’t preempt yourself by playing economic “guru”, when later you may have to
revise your advice as more information comes in.

One specialty of PROUT lies in its fifth fundamen tal
princi ple. That prin ciple states that polices of
PROUT has to “...vary in accordance with the
12
changes in time, space, and person...”.
Because
of this flex ibility, PROUT can always be applica ble
to various situations. The principles remain the
same, but the poli cies 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 circum stances.

It is also important that the person has a behaviour that gives confidence and inspires
others to co-operate. Be humble. If you are
the planning co-ordinator, realize that the
people whom you are working with, even if
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 a life-time.

Baba said, Know the area, prepare the plan, and
serve the people. This, know ing the area, should
therefore be the FIRST step in any planning process.
To start to formu late policies before a thorough
study of the local situation has been done, is tan ta 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 planning process would be to get a full understanding of
the local area, its current economic, po litical and
cultural situation, its poten tialities, and its problems.

Selection of Block or area
to be planned
This is a question that has to be considered
carefully, as our resources are limited. Naturally, as time goes on and block-level
planning becomes a common occurrence,
every block will have to be selected for
planning. However, initially it is good to
choose a block where certain criteria are
met, so as to maximize the results of our efforts. Some of the things to consider when
choosing your first block to plan are as follows:

The qualification of the
planning co-ordinator
T h e q ual i f i ca t i o n of t he pl an ni ng
co-ordinator should also be given some
thought. First of all, s/he must be well
versed in PROUT. S/he should also have a
basic knowledge of economics, and an interest in community development. The
planning co-ordinator should ideally have
gone through a authorized training program
in block-level planning organized by the
PRI, and at the very least have had access to

Economic conditions
Choose a block with economic potential in
form of natural resources, man power, and
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Selection and
Composition of the
Planning Committee

energy sources. It doesn’t matter if the area
is poor, but it has to have economic potentialities that can be developed with proper
planning. If the first time around you try to
make a plan for the Sahara Desert or Mount
Everest, you are likely to end up frustrated.

The planning committee should be selected
from the broadest possible base within the
local community. If at this initial stage sufficient numbers of qualified persons are not
available from within the block, then some
of the key positions may be filled by outsiders.

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 lives in the area, or
that you have good friends or other strong
links to the place. This is an essential aspect, as you will probably not be able to engage the local people in the planning efforts
and incorporate them into the planning
committee, if you are all total strangers.

Baba writes that while experts in various fields
should be consulted, local moralists should play the
13
leading role in the planning process. The number
of these key planners should be kept low, maybe two
or three. If you have enough qualified Proutists to
select them from the block itself it is ideal. How ever,
if the required expertise is lacking, the planning
co-ordinator could also come from outside. However, the other key planners must then be dynamic
and active proutists or margiis from the local area.

Independent economy
Thirdly, the more independent the area is
economically the better. That is to say, a
block which is situated in an export processing zone dominated by foreign trans
national companies is not very interesting
to plan, as there is no chance that any of the
recommendations will ever be discussed,
much less implemented. In contrast, a rural
block with a certain degree of local autonomy to plan its own future, like a municipality 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.

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 area, 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 regards to their specific knowledge.
The main work of analyzing the problems
and formulate tentative plans for the area
has to 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 often clash. However, after each step in the
planning process, the key members should
present their findings to the full committee,

Representative of surrounding
areas
An additional advantage would be if the
block is somehow representative for the
surrounding areas, so lessons learnt in planning that block could be useful for the planning of adjacent blocks.
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where it can be discussed and new ideas
brought forward.

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 be to determine WHAT IS THE
PRESENT ECONOMY LIKE, WHAT
ARE THE MAIN PROBLEMS, WHAT
ARE THE UNTAPPED RESOURCES
AND OTHER POTENTIALS, IF THE
ARE A I S C UR RE NT LY UNDE R
TRANSFORMATION, WHAT IS THE
TREND ETC.

The planning committee should include
representatives from the following:
• Economist
• Agricultural expert
• Engineer
• Industrialist
• Farmers

2. Review of data
The data thus collected should be thoroughly reviewed, and it is essential that this
review is included as an integral part of the
report itself.

• Workers
• Fishermen
• Village chief or elders

3. Formulation of main problems

• Town consulars

Based on the data available, try to pin point the main
problems of 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 PROBLEMS are clearly defined, can we hope to
find so lutions for them.

• Other rep re sen ta tives from
groups in the community
etc.

The Planning Process
In line with the general approach to economic planning we already 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:

4. Formulation of policies for
solving the problems
Once the problems have been clearly defined, 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. * At this stage it is also important
to identify which problems are suitable to
tackle with block level planning, and which
would require a co-ordinated effort of several blocks or a whole province. Problems
related to institutes of higher learning, major hydro-electric dams, airfields, location
of key industries and many others cannot be
solved through the planning of one block

1. Collect data on the area
This should be done without preconceptions and bias as to what policies we wish to
implement. We first have to understand the
problems before we can address the solutions. Anything else is impractical. Baba
has given several guidelines as to what information is needed for proper planning. In
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alone, but must be part of larger scale plan ning. Fiscal and trade policies have to be
decided on a national, and sometimes on an
international, level.

unambiguous, and without any contradictions. The
academic approach of, `...on one hand this, but on
the other hand that...’ or `...so and so has got a different view of this subject, so...’ is not suitable in this
context. Take everyone’s view in mind, but in the
end, present a clear and consistent report. As long 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 all questions. Through
study and experience we may approach the ideal, we
may get closer to it, but there will always remain
scope for improvement.

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 PROUTistic unit. This is not meant as
a guide to planners, but just as a vision of a
possible future which can be formulated as
we gain experience of the limited PROUT
reforms which we currently are proposing.

So, within the planning committee, discuss,
argue, ventilate your views, but in the end,
come up with a consistent common strategy. Rather, if no clear understanding can
be reached on a subject, or if, in an extreme
case, no clear understanding can be reached
on key issues, it would be better to delay the
publishing of the report, or to cancel it altogether, than to present something which
you yourselves are not sure whether it is
right. We have to understand that we are in
the beginning of a learning process, and we
DON’T have all the answers yet. With time
and practice we will get them, but in the
meanwhile we have to realize our limitations as well as our strengths.

6. Report writing
The final report should be clear and concise. The language should be reserved but
authorita tive. Don’t make ex trav agant
claims of what gains to be derived from
adopting PROUT based principles. Let everyone judge on the merits of the facts and
the arguments presented. If there are unclear 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 boasting.

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

We have to remem ber that we are not pre senting an
aca demic paper, but an economic plan for a specific
community. The message must therefore be clear,

*

"Personally I have several times been amazed of how Baba's wrtings contains solutions to problems I
never even knew existed. Hence, when I first read Baba's books and discourses, I did not appreciate
the significance of what Baba said. First when I started to study }{\plain \i\f1\fs20 real }{\plain
\f1\fs20 economic problems, did I come to understand the depth of Baba's practical wisdom. I found
out, time and again, that Baba had thesolutions already made out, before I had even encountered the
problems. A striking example of a policy that for me took on new significance after studying 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
State the situation on how and why the study was under taken, how the report was prepared, and the usual
stuff...

recommendations. (Most people will never read further than this!)
c. Review of current situation and problems
Present the facts you acquired from your data collection, and the analysis of the data. Be fairly detailed.

b. Summary
Make a brief summary of the prob lems and the main

d. Present your solutions
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CHAPTER 3:

DATA COLLECTION
To plan a block, we need first to collect a lot
of data. Some of this data are directly concerned with the block being planned, and
some are related to the nation or sub-region
where the block is situated.

Specifically, you need to look at natural resources, development of industry and agricul ture, the gen eral sit u a tion of the
economy, and government economic policies for the country as a whole.

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

For example, the economic policies of the
government can have a profound impact on
the economic life of a block. If you prepare
to set up a local cottage industry to produce
soap from locally available raw-materials
such as oil-palm or coconut, and the government 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 the viability of the venture.

• Government sources, such as official statistics, 5 year plans, etc.
• International organizations, such
as the World Bank, UN, and
other financial institutions.
• Alternative sources, including
in de pend ent jour nal ists and
economists, and environmental,
political and nationalist groups
(as long as those are not controlled by the government).

Likewise, the general situation of raw materials in the country will affect the planning of the block. If within the block you
have vast deposits of iron ore and you plan
to set up a steel plant, you would first have
to see if there is sufficient cheap energy, in
the form of coal, oil, or any other suitable
source available within a reasonable distance. The availability in neighbouring
blocks of high quality coal to mix with the
iron, and other minerals used in the production of steel would also be important.

• Direct collection of primary data.

Block-specific data versus
general data
To plan a block, it is not sufficient to collect
data only from the specific area that should
be planned. A block is too small to be taken
in isolation. It is connected to and influenced by the general situation the country
and the sub-region in which it is located in.
The general economic trends in the country
must therefore be studied and assessed to
understand the particular problems in the
block for which you wish to prepare a plan.

Also, if a certain product or resource was
only found in one special block or a few
blocks, there would be a market for exporting it to other blocks within the country. An
obvious example would be that fish could
be shipped from the coastal area into the in terior regions.
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The general level of poverty, unemployment, the foreign debt, availability of local
credit, and many other factors also affect
the situation in a particular block. So, in order to successfully plan a block:

reliability of statistics may vary greatly, so
always try to keep an open mind. Compare
the statistics with your personal experiences in the field. If, for example, the statistics say that unemployment is 0.3%, while
everyone you talk with complains that they
are unemployed, and there is news of constant factory closures and lay-offs, then
there are strong reasons to doubt the statistics.

First, collect data about the country as a whole, and
get a general idea about the eco nomic, political,
and geographical situation in which the block finds
itself.

In the case of unemployment, try to enquire
how they measure it. Is it all people who
have filled in a form and registered as unemployed with the local government agencies? If the agency has no jobs to offer,
maybe only 1 in 10 unemployed would register, so the statistics show only 10% of the
real unemployment. These types of administrative tricks are extremely common with
all governments, and the planner must
therefore be very careful with accepting the
figures presented.

Secondly, proceed to collect specific data about the
particular block you wish to plan, including ad jacent blocks.

In this way, you will be able to put the information 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 be looking. Bear in mind the
general approach we discussed in the last
chapter. We should be trying to UNDERSTAND the problems of the area, without
any bias. We should be looking for trends in
the economy, opportunities for the future,
evidence of mismanagement, evidence of
sensible policies and of irrational ones, and
so on.

In this context, it is good to remember a remark attributed to Mark Twain. He is supposed to have said:
There are three types of lies. There are lies,
there are damned lies, and there is sta tistics.

Though this is hardly a nuanced view of the
science of statistics, it is true that by selectively 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.

In the midst of millions of pieces of data, always look
for trends and patterns so as to see the whole pic ture. This ability to see patterns in com plex rela tions, to be able to determine the root cause of
complex problems, determines your degree of suc cess as a planner.

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 paganda they claim that with such a fantastic growth of the economy, people are much

Statistics and other official
sources of government data
The first type of data you should be looking
for from the government is statistics. The
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better off than they were a few years ago.
They base their claim on the following figures:
The average growth would be around 40%
per year. However, suppose that these fantastic figures are actually at current prices.
This, in the language of economists, simply
means that inflation has not been taken into
account. If the inflation has been running at

is a third world country with a very high
birth rate, and the population is increasing
Year
1986
1987
1988
1989
Mil lion 498,797 510,319 519,862 531,351
Devals

with 3.3% per year. You see, to know if
there is more prosperity in a country or not,
it is not sufficient to see if the economy is
growing, but we have to determine whether
it is growing faster than the increase of the
Year
1986
1987
1988
1989
population. If we take all the income of a
M i l l i o n 498,797 725,476 1,024,679 1,389,026
country during one year, and divide it with
Devals
the number of people in the country during
that year, we get what we call GNP per ca38%, it means that real economic growth
pita. If in 1986 there were 55 million people
has only been 2%!
The same fig ures, at constant
1986 prices, (or in other words,
what the figures would have been
had the cost of goods been the
same as in 1986) would therefore
be something like this:
Looking at the graphs, that is quite
a difference!
But now, to take this example further, let us presume that Inflatonia
in Inflatonia, then the GNP per capita with a population growth of
3.3% a year for the 4 years at con stant 1986 prices would be:

1986
498,797 million Devals / 55 million =
9,069 Devals

1987
510,319 million Devals / (55+55*0.033)
mil lion = 8,982 Devals
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commonly used terms in economics will be
explained. Understanding these terms will
help you to successfully interpret basic statistical data and so get a brief idea of the
state of any economy.

1988
519,862 million Devals / (56.8+56.8*0.033) million
= 8,857 Devals
1989
531,351 million Devals / (58.7+58.7*0.033) million
= 8,764 Devals

Apart from understanding the data, we have
to consider the case of out-right falsification of statistical data. This is less common,
but the practice nevertheless exists. Falsification naturally renders the data totally valueless. So be cautious.

This, in average, show a decline in the GNP
per capita at constant prices of roughly 1%
per year. This means, in average people
were economically worse off for every
year.

And yet, in spite of all its limitations, we
can still not do without statistics. It is essential for the planning process, and we have to
learn how to avoid the pitfalls, realize its
limitations, and interpret it correctly.

But even this does not tell the whole story.
If the GNP per capita increases, but at the
same time the distribution of income has
become more distorted during the same period, then it could mean that a few on the top
has become richer, and the majority has become still poorer, even as the economy is
growing.

Where to obtain the data?
Statistical data can be obtained from various sources, depending on the country.
Even though the data is normally
scattered between several agencies, there usually exists statistical year books that com pile
statistics from several sources. By
obtaining such books, you can
find names of other agencies that
collect statistics. This is useful if
you require more specific data on
certain subjects, such as agriculture, industry, wages, etc.

If you don’t know where to find
this year book, take a telephone
directory. Look under government de partments, 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 government agency is responsible for statistics.
They should be able to tell you. Or go to a

So try to be careful with the statistics you
use. Don’t use any statistics if you don’t understand it thoroughly.
Some statistical data is essential for preparing a plan, and it is therefore good for the
planning co-ordinator to get used to the jargons of economists. In Chapter 4, many
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good library. Ask the librarian. She could
probably find you something to get started
with. Or pick up a book on economics.
They usually 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 sounds to have anything to do with statistical economic data.
Then take down the name you find, and
look it up in the phone book.

that they often quote their figures in US dollars rather than in the local currency, which
is the common practice with government
reports. However, if there is a great difference between the official exchange rate and
the black market rate, the figures usually reflect the official rate, and so can be misleading.
When dealing with World Bank reports and
documents, you should also be aware of the
basic World Bank Policy tilt. As the World
Bank and the IMF are so influential, it is
helpful for you to have a brief understanding of the basic IMF/World Bank strategy,
and how their policies differ from PROUT.

As you see, there are several ways of tracking down sources of data. A similar approach naturally works for any kind of data,
not only statistics. So if you don’t find
something right away, don’t lose heart. Be
creative. Tracking down data is a little bit
like investigating journalism.

Alternative sources
Once you have got hold of the official version of the state of the economy, it is time to
get down to the real stuff. The government
is generally keen to present the best possible image of what is going on, and you must
be exceedingly sharp to see through their
polished facade without a bit of help.

Once you have found the agency that pro vides statistics, ask if they have specific statistics for the block or area where you plan
to carry out your planning. This, as a supplement to the national statistics, can be an
important tool in your planning efforts.

This help you will get from independent
sources. It can be left-wing journalists, unorthodox economists, nationalist leaders,
or even catholic priests! Anyone who is not
in the pay of the government, and who is
writing critically. By comparing the information of both the government and its critics, you can probably find out where the
real problems are.

Government Plans
Other important documents are the economic 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). Glance through
these documents. But don’t be surprised if
you find that they were never implemented!
Quite frequently they are not!

Direct collection of data
For block level planning, direct collection
of data is the most crucial (and most time
consuming) part of the data collection. For
this you must actually go to the area concerned, talk to the people, visit the farmers,
visit the fishermen, speak to the local planners, the mayor, the teachers, and whoever
else is involved.

Data from the World Bank, UN
and other sources
This data is another important source of information. Use it to compare the government data. One useful thing about them, is
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lated to what you want to know. “There
were some very nice flowers outside your
window which I have never seen before.
Are they local to this area? Do you use them
for anything?” or “You seem to have a very
well tended farm. How big is it?” or even
something personal like, “While we were
waiting for you I 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 simple questions. When the farmer answers, follow up
with questions to show that you are following what he is saying. TAKE NOTES.

Interviewing peo ple
Now, suppose that you go to a village and talk with a
local farmer. How do you approach him? How do
you get them to talk to you?

The initial contact is very important. If you
have a local person who is respected and
known in the community (for example a local margii who has been active in relief and
development work, and has earned respect
through that) it is good if he makes the appointment, and brings you. The approach to
take is that you are working with rural development, and have come to the area to listen and learn about their problems. This is
far better than to say, “We have come to
make an economic plan for your municipality.” If needed, you can add that after learning 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 economic situation.

Before the meeting, make a few notes on
special things you would like to know. But
keep them few and brief. NEVER read
ques tions from a pa per. LET THE
FARMER lead the conversation as long as
the talk keeps to the main topic. Many times
you might get very important information
which you had never thought of asking.

NEVER COME IN WITH POMPOSITY, PRETENDING TO KNOW ALL THE ANSWERS.
Even if you think you do know, be humble and listen
and ask, that is the only way people will open up to
speak.

Foremost, let the farmer explain what his
problems are, and what he thinks could be
the solution to them. If he mentions that inputs for the farm are very costly, then follow 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 finance the farm himself, or does he have to
borrow money at the beginning of the farming season? If he borrows, from where?
Bank? Money lender? How much interest
does he have to pay? How many acres does
he have for planting rice? How many acres
does an average farmer have?

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 really interested in his problems, and the problems
of other farmers. As you approach the farm
house (if that is where 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 the farm may be.
After greeting the farmer, and introducing
yourself, open with something that puts everyone to ease, even if it is not directly re-

With this information, you can calculate
how much profit he makes in a season.
Then ask how many crops he can plant in a
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 his monthly income. Compare this with the salary of a factory worker. Ask him if the amount he
makes is enough to survive, etc. If it is not,
ask what other opportunities he has to make
money, switch to other crops, etc. Any
other special problems? Birds eating the
crop? Shortage of fertilizers? Difficulties in
selling his produce? Difficulties in transporting it to the markets?

For a successful plan, you must get detailed
information from all panchayats and villages in the area. Foremost, try to look into
3 of the aspects Baba mentioned regarding
the restoration of Prama (the fourth one, regarding the 5 fundamental principles of
prout, will be considered later):
First, assess the 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, see if these needs are being met, or if plans
are being made to meet them. Is 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?

In this way, you can get a lot 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.

Finally, see how the land is being utilized. Is it
wasted, or is it being taken care of properly? Are big
areas unutilized? Is there a balanced utilization between agriculture, industry, housing etc.? Is deforestation and soil erosion being allowed to go on
unchecked?

The approach will be similar with fishermen and other similar occupations, where
people might not possess so much formal
education, but could still have a lot of wisdom. When it comes to talking to the
town-planner, the mayor, or other technocrats, first give yourself a decent background in what you are trying to do, so you
can converse intelligently with them in
their own terminology and language. But
even here, the basic idea is the same. Ask.
Let them speak. Don’t get yourself trapped
into answering specific questions of how to
solve this problem or that. Tell them that at
this stage you are trying to understand the
situation, and that you might share your impressions once you have gathered the information you need. On the other hand, try to
get them to suggest how to solve the problems they enumerate. What would they
need to solve them? Under what circumstances could the problems be completely
eradicated?

These three aspects are essential for the
planning process, so make sure that sufficient data is collected on them.
Apart from these, there are still 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?

Information to look for

* What is the climate?
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* What crops are suitable?

* Agricultural production

* What is the standard of education?

* Income distribution
* Infant mortality rate

* How m any chil d r en go t o
school?

* Infant malnutrition

* What is the population?

* Other health statistics

* Is the land properly utilized?

* Number of children of school going age attending school

* Are people generally poor or
rich?

* How many complete primary
* How many complete secondary

* What percentage of the local
population is engaged in agriculture, industry, trading, services,
etc.

* How many complete university
etc.
* Ratio of boys/girls in school

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

* Literacy rate
* Unemployment
* Supply of skilled labour

What do you feel are the main prob lems of the area?

* Supply of professionals

What would you need to solve these prob lems?

* Average wages

Summary of data to
collect

* How far can a family survive on
their wages

Statistics:
For the fol lowing, try to get current figures, as well
as the figures for the past 10 years where applicable,
so as to be able to see trends:

* Labour unrest
* Consumer price index
* Religious, ethnic and cultural
mix of society

* GNP at current and con stant
prices, and in US dollars

* If there are great differences between different areas of one
country, try to get a breakdown
of relevant figures by geographical region.

* GNP per capita
* GDP
* Details on the external debt, including debt service ratios

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

* Government accounts
* Balance of payment accounts

Other international organizations:
Look for any books published by the World Bank or
UN or ga ni za tions about the coun try or the
sub-region. Be selective, and pick what is important.

* Major exports and imports
* Mineral deposits and natural resources
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If, for example, the country you are studying is poor and some neighbouring countries with similar potentials are rich, then
try to study the economy of these countries
also, to see what policies they made that
were different.

Also, alternative publishers and opposition groups
may have published materials.

Alternative sources:
Here you also have to be selective. Look for books
with proper research. Less rheto ric usually means
that the standard of the book is higher. Look for
books that are crit ical to the way the economy has
been run. Look in good bookstores, libraries, etc.

Direct collection of data
Talk with people on the ground. Talk with both local officials and planners, and plain normal people
in the villages and in the cities. Also see if you can
get hold of local records, such as the municipal budget, local statistical records and figures, etc.

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

- 27 -

CHAPTER 4:

ANALYSIS OF DATA
tions that make the data come alive and
become interesting.

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

Our main purpose of collecting data is actually to have a sufficient base to enable us to
understand the particular situation in the
block and the country we are planning, with
its problems, potentials, and peculiarities.
So don’t let yourself get drowned in the
data. Learn how to swim above it!

As you now sit down in front of a menacing
mountain of books, tables, notes from interviews with people, maps, statistics and
what not, it is hard to avoid getting a sinking feeling in the stomach.
“Can I really digest all of this? The data is
so plen ti ful, that even the thought of
ploughing through it makes me tired!
Surely, by the time I have gone through half
of it, I will have forgotten 90% of what I
read, just like what happened in my Latin
classes in school. And what about if we
come up with suggestions that don’t work?
Probably the best thing is to just burn it all
and forget about it, before I am the one who
get burnt out.”

Now let us take a closer look at the process
of analyzing the data. Here, we will first try
to analyze the global picture, i.e. the situation in the country as a whole. Then we will
try to analyze the particular block we have
chosen.

Global Analysis
To take a practical example, let us look at
South Korea.

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 see the forest for all the trees.
Or a better example, by looking at a photograph with a strong lens, you will see only
dispersed points which seem totally unrelated and utterly boring. But if you look at
the points from a distance, you will find that
they actually form a pattern, and it can be
both interesting to look at and easy to remember.

First, let us get hold of some statistics. Statistics on
the economy is easily available in Korea, but for this
analysis we will use the figures presented in the
World Development Report, Published by the World
Bank.

If you open a year book or quarterly journal
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?
Well, here are some basic things to look for,
and explanations on what to do with them.

Guide to understanding statistics

Therefore, when studying large quantities
of raw data, always strive to get a distance
to it, to find the patterns and the connec-

GNP PER CAPITA
First, to get a general idea of the economy,
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let us look at the GNP per capita. Gross National Product is the value of all goods and
services produced in a country within a
given year. It is not 100% accurate though.
Certain activities, such as those of housewives, are not recorded. This does not mean
that they are valueless, but nevertheless
they are not part of the GNP. Other activities, such as subsistence farming, might
also not show up accurately due to the difficulties in estimating how much is being
grown when it is not sold in the markets but
eaten directly by the growers. Fuel wood
collection would typically also not appear,
though it could be quite substantial.

last 10 years and see if it is going up or
down, or else you could look 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. This is the second
highest in the world (next to Botswana),
and ahead of Singapore, Taiwan, and Japan. 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 Capita tells us
that South Korea’s economy is growing very fast.

Anyway, the GNP can give a rough idea of
whether a country is rich or poor. GNP per
capita means that you divide the income of
the country with the number of people living there, so you will be able to compare
different countries.

GNP AT CURRENT PRICES VS. GNP
AT CONSTANT PRICES
When you read statistics that quotes GNP in
a local currency, then it is important to see
whether it is quoted at constant or at current
prices. Current prices gives the GNP at the
current value of the currency, without adjusting for inflation. Constant prices gives
the GNP at the value the currency had at a
certain year, called the base year.(To understand this fully, see also our example in
Chapter 3.)

The 1990 figure for Korea is $5,400. This is
higher than the world average of $4,200,
sub stan tially higher than In dia ($350)
Uganda (220) and the Philippines ($770),
but much lower than industrialized countries such as Switzerland ($32,680), USA
($21,790) and Japan ($25,430).

By comparing the difference between the GNP at
current and constant prices, you will get a good idea
of the amount of inflation in the country. If the GNP
at current prices is much higher than at constant
prices, it means that the inflation is very high. In Ko rea’s case, inflation rates have been moderate.

According to World Bank classification,
that makes Korea an “Upper-middle- income” country just behind Greece.
By looking at the GNP per capita, we can determine
that Korea is a middle income country, richer than
most Third World countries, but far behind the industrialized countries.

NET TRANSFER OF FUNDS:
COMPARING GNP AND GDP
In economics the two terms GNP (Gross
National Product) and GDP (Gross Domestic Product) have very similar meanings,
but there is a small but important difference
between the two, which we can use to determine whether there is a net outflow of funds
from the country, or a net inflow.

AN NUAL 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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Whereas the Gross Domestic Product is the
value of all goods and services produced in
the country (including replacement of worn
out machinery), the Gross National Product
also includes net property earnings from
abroad. This means that it includes

GNP of US $1,774 Billion, while its GDP
was only US $1,488 billion, or a surplus of
$286 Billion.
In contrast, heavily indebted countries, or
countries with much foreign investments,
usually have a GNP per capita smaller than
the GDP. Examples are Ghana with a GNP
of $5,811 million, and a GDP of $6,270
million, or a shortfall of $459 million, and
Brazil with a GNP of US $403 billion, and a
GDP of 414 billion, a net out flow of 11 billion.

1) all income residents of the country receive from abroad, such as remittances
from guest workers working abroad, or dividends from share holdings in foreign companies, or interests received from loans
given to companies or individuals in foreign countries.
2) all money paid out from the country to
expatriates working there, repatriation of
profits by foreign nationals, and debt servicing to foreign creditors.

Countries like the Philippines and Zambia,
which are both heavily indebted, still have a
net inflow of dollars due to its large population of nationals working abroad and repatriating their salaries.

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) is greater than 1), it means that
foreigners are de riving more financial
gains from the country than what is coming
in from local investments abroad and guest
workers working in foreign lands.

To return to Korea, its GNP is at 231 billion,
whereas its GDP is at 236 billions. It seems to indi cate that their is a net 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 (PRODUCTION)
By studying the distribution of GDP, we
will find out which parts of the economy is
mostly developed. If we find that the largest
portion of GDP comes from agriculture,
such as in Nepal (60%) and Côte d’Ivoire
(47%), we can conclude that it is mainly an
agrarian society, with less developed industry. If the proportion of Industry and
Services are great and the proportion of Agriculture in the GDP small, we can conclude that the so ci ety is in dus tri ally
advanced. An example would be Germany,
with only 2% of GDP coming from agriculture, 39% from industry, and 59% from services.

In other words, if GNP is bigger than GDP, there is
a net inflow of funds from foreign invest ments and
remittances from abroad. If GDP is bigger than
GNP, there is a net outflow of funds due to debt ser vic ing, sal aries of expatriates, and repa triation 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 developing 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 billion, while its GDP
was US $2,942 billion. This means a net inflow of US $197 billion. Germany had a
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In South Korea, only 9% of GDP comes from ag ri culture, and 45% comes from industry. This seems
to confirm that South Ko rea is industrially devel oped.

STRUCTURE OF MERCHAN DISE IM PORTS
AND EXPORTS
This part is vitally important to understand the situation in the country you are studying. Baba talks
about third world countries being exporters of cheap
raw-materials and importers of expensive manufac14
tured goods.
This part of the sta tistics tells you
what things a country imports and what it exports. If
it mainly exports raw materials and im ports finished
goods, then its economy is poorly developed. For
example, Côte d’Ivoire spends 58% of its imports to
buy machinery and other man ufactured goods,
while 90% of its exports are primary commodities
and only 10% is manufactures. Britain, on the other
hand, relies to 81% on man ufactured goods, and
only 19% of its exports are primary goods, notably
North Sea oil.

STRUCTURE OF CONSUMPTION
The structure of consumption will tell us
how big a percentage of their income
households spend on different items in their
budget. As a rule, if they spend a bigger
part of their income on food, it means that
the people are poorer. In India the average
household spends 52% of their earnings on
food, in the Philippines 51%, South Korea
35%, and most European countries between 11 and 13% (except gourmet countries like France and Italy of course, who
spend slightly more - 16 and 19% respectively!).

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

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 health care, schools, military expenditure, or anything else? Thirdly, is the budget balanced, or does the government run a
deficit? In fact, the last question is almost
universally YES, as just over 10% of the
world’s governments reported a surplus in
their budget.

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 information are interesting. Total debt as a percentage of GNP and the debt servicing as a
percentage of exports of goods and services.
The total external debt as a percentage of
GNP gives us an idea of how heavy the bur den of debt is. In many developing countries, 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%).

By studying the data available for South
Korea, we find that it is spending 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 expenditure as a percentage of GNP is only 16%,
which indicates a moderate direct role of
the government in the economy. The budget deficit is very reasonable, just 0.7%.

The ratio of debt servicing as a percentage
of total exports is even more important, as
this will determine the country’s ability to
repay the debt from revenues obtained by
exports. Debt servicing ratios of between
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30 and 40% of export earnings are common, and a few countries have to use more
than half of their income from exports to
service their debts.

First of all, what is an index? An index is a
device to help us to compare information 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:

Ko rea’s ex ternal debt ratio is 14% of GNP, and its
debt servic ing ratio is 11% of ex ports.

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
1980? As the figures are different there is
no real way of directly saying which one
has grown faster.

PURCHASING CAPACITY
This is a very important piece of statistics.
As you might have read, Baba tells us that
the real indicator of the welfare of people
should not be income, but purchasing capacity, and Baba even advocates that adequate pur chas ing ca pac ity should be
en shrined in the con sti tu tion. Also,
PROUT stipulates that every person should
be provided his minimum requirements by
getting a job that will give him the purchasing capacity to buy what he needs. Therefore, the concept of purchasing capacity
lies at the heart of proutistic planning.

The way to solve this is to index the in formation. Let
us say that we make 1980 as a base year , then we
will ar bitrarily set the cost of 10 lb of beans to 100,
and the minimum wage also to 100. Then if we calculate 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 actual costs,
only the relative change in costs.

So what is purchasing capacity? In short, it
means the capacity of an individual to buy
or purchase goods. If the purchasing capacity goes up, he can buy more things. If it
goes down, he can buy less. This is different
from income, because if my salary is increased by 10%, and at the same time food
prices go up 20%, my purchasing capacity
will still decline by 10%!

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

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 a fair idea if the purchasing capacity is going up or down. If this information 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 normally found among government statistics.

If we present the result in a table, we have:
Year
10 lb beans
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1980 1985 1990
32
51
80

Now it is much easier to read the table. We
can see that 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 same amount of beans with his salary in
1990 as in 1980.

ing capacity for buying beans. In 1980, the
100
index would be
100 = 100. For 1985 it
100
196
would be
100 = 123, and in 1990 it was
159
Year
10 lb beans

Consumer price in dices are commonly produced by
most gov ern ments. In this case they make a
weighted index of all con sumer goods commonly
bought by a family, giving more weight on the items
it buys more of. This index is connected to a base
year. By comparing the fig ures on the index, we will
know whether things have become more expensive
or not. An index always starts at 100, so if after 3
years the in dex has reached 200, it means that prices
have doubled.

1980
100

1985
159

1990
250

254
100 = 102
259
It is now very easy to see how the purchasing capacity has changed. In 1985, the
worker could buy 23% more beans than in
1980. However, by 1990 the prices of beans
had gone up quicker than his salary, so he
was again back to 1980’s purchasing capacity, or just 2% better off.

Now, to calculate an index for purchasing capac ity,
you first have to see what year was used as base year
for the con sumer price in dex. Then, fol low ing the
method given above, you have to index the informa tion you have on average family income, or mini mum wage, or whatever suitable information you
can get hold of.

In Korea, both the salary levels of workers, as well
as the purchasing capacity, have gone up markedly
over the last 5 years.
HEALTH RELATED STA TISTICS
One of the most commonly used health related indicators is the In fant Mortality Rate. This is measured
in deaths per 1,000 live
births and range from the
high (over 100) in many de velop ing coun tries, to the
low (between 4 and 5) in
coun tr ie s l ik e H o l land ,
France and Norway. Korea
stands at 17, at the lower end
of the scale.

To continue with our previous example, we
can now calculate an index for the purchas-

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

univer sal primary school attendance (though there
are exceptions, notably in Africa and among some
Arab countries), but to see how big percentage of the
children of school going age are attending secondary schools and universities is quite useful. In India,
43% of students continue to secondary school, and
5% go to higher education. In Canada virtually all
students continue 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 education. In Korea, 86% go to secondary school, and
38% continue to higher education, quite com parative with Euro pean standards.

Life expectancy at birth is another commonly used
indicator. The World Average here is 66 years. For
developed countries life expectancy is around 78
years, while for some developing countries it is as
Pur chasing capacity for the purchase of beans

Year
Purchasing
Capacity

1980
100

1985
123

1990
102

low as 45. Korea again shows up well, with 71 years.

Conclusions from statistics
We now have looked into several statistical
indicators and tried to make some sense out
of them. Taking our example of Korea, we
can see that the country is industrially fairly
advanced. It has a GNP per capita of US
$5,400, far higher than India and the Philippines, and higher than the world average.
Exports are mainly made up of manufactured goods, which shows that the manufac tur ing in dus try is de vel oped. The
economy has been growing faster than any
country in the world except Botswana,
which shows that the wealth is fairly recent,
and great change must
have been taking place
within the country over
the past decades. Agriculture has been neglected,
and
whole-scale industrializa tion has been encouraged.

EDUCATIONAL STATISTICS
Adult liter acy rate is one commonly used indicator
here. In countries like Sweden, adult literacy rates
top 99%, while Burkina Faso has only a 12% liter acy rate. In dia has a literacy rate of 48%. Generally,
illiteracy is higher among women than among men.
Ko rea’s literacy rate for both men and women is
above 95%.
School enrollment is another com monly used in di cator. These days most countries have an almost

Life expectancy is high
and in fant mor tal ity
rates low, and the literacy rate and school at tendance are at par with
European countries.
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Yet, the lot of the workers is probably not
very good, if one considers the comparably
low amounts the government spends on
health care and social services.

Here, there are several interesting books and articles
to read. Most of these are specialized, dealing either
with the plight of the farmers, or with trade unionism
in Korea, or Korea’s depend ence on Japan. However, a fairly comprehensive critical analysis of Korea’s economic problems, with a serious scholastic
approach and many references, can be found in
Walden Bello and Stephanie Rosenfeld’s Dragons
15
in Distress: Asia’s Miracle Economies in Crisis.

This gives us a starting point in trying to understand the economy. We get a picture of a
newly industrialized country, depending
heavily on export oriented industrialization, who sacrificed agriculture and the domestic market in order to succeed in export
oriented industries. And this pretty well
sums up what South Korea really is today.

From studying this and other sources, certain cracks in the Korean armour appears.
The picture the statistics showed of high
growth rate and whole sale industrialization are true enough. Korea is a Newly Industrialized Country, which have made
tremendous economic gains the last decades. It is now the World’s second largest
producer of microwave ovens and VCRs in
the world, and the third largest in TV sets
and semi-conductors. Its auto industry is
fairly successful, and salaries are the highest in South East Asia. What did not emerge
was the very fragile base these gains are being built on.

Alternative sources of data
But there are limits to statistics. We do not
know why the coun try de vel oped so
quickly, or which policies were pursued.
We do not know what the present problems
are, and what challenges might come in the
future. We know that at the present the
economy is strong, and that it has been
growing strongly for several years. But
these figures could be misleading. We
therefore need to proceed to study other
sources about Korea to enable us to make
an analysis.

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.

As we said earlier, you should be trying to
look for patterns and trends, and compare it
with the economic trends in other countries
and places you know about already. You
should try to understand how the economy
works, what is good, what is bad, and what
are the particular problems of the area.

The obvious solution would be to move to
high-tech production which have higher
value-added, but Korea is not at the moment in position to make this move. One
reason is the nature of Korean industry.
Though its industrial production is impressive, it is mainly 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 royalties are being paid to the foreign
patent holders. Very little local innovation
is taking place, as the big companies (or

To discover this, let us now consider some
further sources. We could look at the government plans for the future, but they would
probably paint an overly rosy picture. So as
we already have a rough idea of Korea as a
rapidly advancing country, let us try to find
some critical authors who will point out
flaws in the Korean miracle economy.
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Chaebol as they are known) have been
spending more of their money on real estate
speculation than on developing indigenous
technology.

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 be tackled from a PROUT
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.

South Korea is therefore being squeezed
from two sides. On the one hand, 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 Korea is 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 manufacturing.

Local Analysis
After you have got a picture over what the
economy as a whole looks like, turn to the
particular block you wish to study.
As South Korea is not a very typical country, and the problems in its blocks are rather
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.

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

Before we do that, let us, in a few words,
sum up the eco nomi c sit u a t ion of
Inflatonia. Its position is quite unlike that of
South Korea. Inflatonia has had high inflation and rather stagnant growth. Its GNP
per capita is US $750, and half of its exports
are made up of agricultural commodities.
The industry that exists is mostly owned by
foreign companies, who use the cheap labour of the country to assemble electronics
goods and micro-chips for export. The government is following a World Bank strategy (they had no choice in the matter, as
they are heavily indebted and could not survive without the IMF and the World Bank)
of liberalizing trade and opening up their
markets. As a result, much of the indigenous industry which used to supply goods
for the local market is being destroyed by
cheap imports, and the domestic market has
been forcefully opened up to imported food
stuffs that is being grown in the US under
government subsidy. This has adversely affected the local farmers.

Finally, as the Ko rean economy is so
strongly dependent on open export markets
in the USA and Europe, increasing protectionism in these countries could deal devastat ing blows to the Korean econ omy.
Already, quotas are regulating many of Korea’s exports to the US and the EEC. The
future of Korea’s economy therefore depends to a large extent on the international
economic climate, and the success of the
GATT talks. If a trade war came about, it
would bring ruin for the Korean economy.

Conclusion
This is a short example of how to look at
data and information, and how to analyze it
and find a pattern. Though the picture presented on Korea is sketchy at best, we hope
it could serve as an example on how to ap-
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One advantage for block-level planning in
Inflatonia is that local governments have
been given quite a bit of autonomy to carry
out their own economic plans without interference from the Central Government.

POPULATION: Keyyan has a population
of 120,000 people. It is growing at the rate
of 1.8% per year, which is fairly moderate.
Literacy rates are around 85% of the adult
population. (In the statistic tables, literacy
was given in numbers of literate persons. In
addition, the total number of the adult population was given. By dividing the former
with the latter, we got the literacy rate.
However, if you want to do this, be sure that
you have the number of the ADULT population, and not the TOTAL population, as
the literacy rate does not include small children but concerns only the adult population.)

So, in this context let us look at the hypothetical block of Keyyan.
Let us assume that we collected data of different kinds, such as local statistical records, talks with the chamber of commerce,
the local mayor, villagers, farmers, and
fishermen.

INFANT MORTALITY RATE: The statistics for some strange reason did not give
this ratio. However, the total number of live
births and the total number of infant deaths
were re corded for the province. From
35,000 live births, there were 2,000 infant
deaths. The infant mortality rate was therefore 2,000/35,000 = 57/1,000. So infant
mortality rate was 57 per 1,000 live births,
which was a bit higher than the national average of 45.

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
certain things like GNP etc., much of the information available on the national level,
was also available on the provincial one.
As we already had a rough idea of the state
of the nation through the statistics and
books on the national level, we wanted to
first to see if, within Inflatonia, Keyyan was
comparably better or worse off. How many
people were there in Keyyan? Were infant
mortality rates higher than the country average? What was the economic activity in
the area? Were many people unemployed?
Were there enough schools? Are people
getting poorer or richer? Though the statistics was sketchy and incomplete, we got
some indications on the situation in the
Block through this source:
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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
were employed in agriculture, 24,000 in industries, and 101,000 in service oriented
jobs, such as teaching and selling. Translated in percentages (this is the one most
important calculation that you will always
374
have to use) we get
100 = 75 or 75% of
498
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. According to the statistics, only 5.3% popula-

tion is unemployed. This sounds really
good, until you find out that anyone who
had worked FOR EVEN ONE HOUR, even
in his own garden, dur ing the past 3
MONTHS, was considered “employed”!
(Naturally, the figure of people who had no
job that could sustain them, or who received no regular salaries is much higher
than that.)

The principle for doing this is simple. If the
consumer price index is like this:
we can easily recalculate any amount for
any year in 1978 constant prices, and we
will have a ready source of comparison.
For example, if average income in 1978 was 3500
Deval, and in 1982 it was 5500 Deval, is the 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 *
= 2619Devals.. This means that in spite
210
of the nominal increase, the purchasing capacity of
the average family has gone down from Deval 3,500
to 2619 at con stant 1978 prices.

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 particular) the number of students enrolled in primary, secondary, and higher institutes of
learning, but it did not say how many children of total school going age existed in the
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
decided to try to collect direct data from villages we were going to visit. We could ask
parents and teachers if all children generally were going to school, and compare it
with our own observations by 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.

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
in creased dur ing the sev en ties, 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 piece of statistics in this category was how families spend their income. We found that the people in the province 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.

I N COM E, E X P EN DI TU RE AND
PRICES
In our tables, we got no direct figures for
Keyyan as such. We did get statistics for the
province though. The main statistics here
were consumer price indices, income distribution, and how families spend their income.

These figures were not far from those of the
country as a whole. However, compared to
European countries, the consumption patterns were very different. The typical British family spend only 12% of their income
on food, 17% on rent, water. electricity etc.,
and have 71% of their income left for other
purposes.

The income of various groups of families
were all given in current prices. However,
by taking the consumer price index as base,
we recalculated the family income to constant prices.
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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 consumption in
Keyyan alone, we can tell that Keyyan is a
fairly poor place.

Most people get their water supply from
wells, whether their own wells or community owned. Others get it from streams and
springs. A few rely mainly on the collection
of rain water. As far as sanitary installations
are concerned, a fair percentage have WCs,
in particular those along the main high way
that runs through Keyyan. Still, the majority use pit latrines, closed and open. About
50% of the households have access to electric power.

AGRICULTURE:
Under agriculture, the statistics tells us that
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 the farms are fully 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 coconuts are grown, and cattle is also being
reared by some farmers.

TOURISM AND TRADE:
Tourism in Keyyan is minimal, if not
non-existing. The major export of the province to other parts of Inflatonia are food
stuffs, mainly rice. Imports are also mainly
food, but manufactured goods and fuel
were also significant.

FORESTRY AND MINING:
According to available statistics, no significant forestry or mining activities are taking
place.

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

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

2
Keyyan has got a total area of 250 km . That means
2
that the population density is 480 persons /km ,
which is almost twice the national average. It has
good fertile clay soil that can grow al most anything.
Keyyan is situated on the coast, with most of the area

Year
Consumer Price Index

1978
100

1979
116

“manufacture” consists of the statistics
does not tell. Probably it includes road-side
mechanics, traditional processing of foods
for sale in the local market, sandal making,
and such.

1980
125

1981
180

1982
210

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
rivers are seasonal, and dry up during the dry season.

HOUSING, WATER AND ELECTRICITY:
In Keyyan, the majority of people live in
their own houses built from locally available materials. There are no apartment
buildings, as it is mostly a rural community.

There are two rainy seasons, a major one
and a minor one. The major season starts in
May, and the minor season starts in September. Usually two rice crops can be
grown during the two seasons.
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The climate is suitable
for ag ri cul ture, and
there are known deposits
of
lime
stone.Compared to the
coun try as a whole,
Keyyan is industrially
back ward, and rely
mostly on agriculture.
Infrastructure is inadequate, and energy consumption per capita is
below the country’s average.

Due to all this, there is a
rural exodus with the
young and bright leaving for the big cities.

Keyyan has got good deposits of lime stone
that can be used for making cement. Apart
from that, no known mineral deposits exists.

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.

Summary of statistical data
From the above statistics, though incomplete and
sketchy, we have a basic idea of the community we
wish to plan. First of all, it is a mainly rural community where people are farm ers and fishermen, activi ties they supplement with whatever else they can do
to earn an extra penny. From the large per centage 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 pov erty line. Many farmers are leas ing their land from other land owners, which seems
to indicate a poor distribution of land ownership.
The farm sizes are small, which hampers economies
of scale. No major agro- or agrico-industries are sit uated in the block.

These interviews were mentioned in the
chapter on data collection. It should be emphasized that there is no strict chronological order between data collection and
analysis. It may be useful to first collect all
statistical data you can, analyze it, and then
proceed to the field to collect new data directly from people on the ground. The basic
data you gathered from the statistics, can
help you in deciding where to concentrate,
whom to see, and what to ask.

From Direct Sources

No major industrial activities are taking
place in Keyyan, and the number of children attending school seems to be lower
than our estimates of children of school going age. In particular, secondary and higher
education seems to be very weak.

To make this a bit realistic, we will assume
that we actually met different people and
we will report what they told us. As the
community is basically a farming community, we will start with the farmers.
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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
lease their lands, so it would be useful to see
both a land owning farmer as well as a tenant farmer. We could also try to see a rich
land owner.

A good average from one hectare was 90 bags of
rice, of 40kg per bag. Rice prices fluctuated according 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.

Our main interest is to find out what are the
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?

Deval 8.50/kg x 40kg x 90 = Deval 30,600.
If the farmer borrowed money at an interest of 10%
per month (not uncom mon from money lenders) he
would have to pay for at least 3 months (for 90 day
variety) an interest of 22,000 x 10/100 x 3 =6,600.

Let us imagine that the farmers we talked with told
us that things are hard, and they can no longer support their families. One had even stopped grow ing
rice altogether except for his own consumption. Instead he had taken up some job in the nearest town,
from where 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.

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)

This gives us a clue about the nature of their
problems, but it doesn’t help us to understand 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 pic ture that
emerged:* (

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
would still only give him a annual income of 10,000,
or $222.

Since the “green revolution” which intro duced new
hybrid seeds that needed massive amounts of fer tilizers and pesticides, planting a hectare of rice had
become ex pensive. Seeds, fertilizers, pesticides and
labour costed 16,000 Devals. Weeding costed and
additional 6,000 Devals.

It is clearly not possible for the fam ily 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 elim inate the cost of weeding altogether.

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

As a result, the new figures look like this:

*

Let us say 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)

meet. If people complain about problems to
make ends meet etc., try as far as possible to
quantify the problems, work the figures to
get a clear understanding of what are the
real problems. This, as we will see in the
next chapter, is INDISPENSABLE when
you try to come up with solutions on which
to base your planning.

With 2 1/2 hectares, he will get Deval 37,500 for a
sea son, or 75,500 Devals per annum. This is equivalent of $1,667, or $139 per month.

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 a truly perceptive analysis and 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.

As the children are needed to help on the farm, their
schooling may lag behind. A typical farm household
may support an ex tended fam ily of many people, and
the income of $136 per month is far from sufficient
to feed the family.
Yet, as many fam ilies don’t own their land, out of
this amount they have to pay a big share to the land
owner. So even under ideal conditions they can
hardly survive. Then what to talk about the years the
crop fails?

Rice farming alone seems not to be able to
sustain a farmer. So had the farmers tried to
grow any other crops? Several actually had:

One of the progressive farm ers in Keyyan, suggested that we needed to introduce new crops to diversify from rice. He also hinted that an improved
transportation system, and access to broader markets, could help farmers who grow perishable goods
like vegetables and water melon.

One farmer had tried to grow water melon. The first
year he made a good profit. How ever, when other
farmers saw him making money, they all started to
grow water melons. So the next year, the prices had
gone down substan tially. By the third year, it was no
lon ger worth it to grow melons. A few other farm ers
experimented with other types of crops. One enter prising farmer had found out that the secret of mak ing money was to grow crops in the off season when
they were scarce. That means either grow ing things
like tomatoes or beans at the height of the rainy season, when the farms are water logged, or to grow
during the dry sea son. To grow vegetables in water logged farms you need very good drainage, and to
grow in the dry season you need irrigation.

FISHERMAN: In our imaginary interviews we next decided to meet the chairman of the Canoe Fishermen’s Association
of Keyyan. We felt that he might have a
better overview of the problems of the fishermen 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 this drop in yields chiefly to the ac tivities
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

As we see, just by talking casually with the
farmers we could get quite a bit of useful information, that will help us in the planning.
The same is true with other people you
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depleting the fish stock, they also damage the coral
reefs that the fish use for spawning. Con sequently,
the fish that are depleted are not being replaced
quickly enough.

eral com munities we were considering to choose.
However, based on the advice of our local staff
member (a local PROUT optee who must be a member of the plan ing team) we were seriously thinking
that we might choose Keyyan for our sample study.
The study would involve analyzing the economic situation in Keyyan, with view of finding alternatives
that could increase the income and improve the
quality of life for people in the community.

A second type of illegal fishing that is commonly
practiced, and which is even more devastating to the
fish supply, is the use of dynamite. By discharg ing
sticks of dy namite under water, the shock wave not
only kills all the fish in the vicinity, but also blows up
the coral reefs .

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 alternative blocks, to see in which one
people are most co-operative. The officials will usually be more co-operative if they feel that they have
compe tition from other blocks, and they have to
work a bit to convince you to make a study of their
block. Things that you get too easy are never appreciated. Of course, this only works if you can make
the officials understand that their community could
benefit from your presence and expertise.

The Chair man offered one suggestion for increas ing the fish yield. He sug gested to create artificial
coral reefs made out of dis carded car tires where the
fish could again spawn. He claimed that it had had
good results in other places. The cost of one reef
would be roughly 2 million Devals, but he had no
fig ures on how much the yield would increase, so no
exact calculations could be made.

MAYOR:
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 officials like that, much care has to
be taken not to intimidate them, in particularly 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.
It is therefore important to win these people
over, as they could potentially be very useful 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.

We then continued to mention that as mayor of the
municipality, he knew probably more of the community of Keyyan than anybody else, [A bit of flattery
doesn’t hurt. Make the person feel important, but
don’t overdo it.] and so we would be grateful if he
could tell us what 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 confidence. This is what you might hear:
The mayor outlines several areas of difficulties that
Keyyan was facing. On the economic side, unem ployment was high, in particular for young school
leavers and university graduates. Due to that, many
high school leavers and those with university degrees leave Keyyan to find jobs in the big towns. This
causes a brain drain that depletes the area of qualified 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.

To the Mayor of Keyyan we introduced ourselves as
members of PRI, an orga nization working on commu nity development projects all over the world. Re garding our mission, we said that we had been asked
to make a sample study of a rural commu nity in the
Republic of Inflatonia, and Keyyan is but one of sev -
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als, such as a huge 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 mechanism to collect cashew nuts from the farmers.

With regards to rice farm ing, which is the biggest
business in Keyyan, the price of rice has been kept
sta ble while the cost of fertilizers and 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 infrastructure is inade quate.

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

As his priorities for the future, the mayor was in ter ested in developing the co-operative movement
by extending low interest loans to new co-operative
ven tures, encouraging the diversification of ag ri cul tural production into crops with more value
added, and attract ing foreign investment to Keyyan.
He also considered the development of catchment
ponds, and im proved ways to market the produce
that the farmers grow.

Conclusions
Suppose you now have collected your data,
and you analyzed it to get a good idea of the
block you are studying. Each block is naturally unique. That is the reason why we
have block level planning. But from the example we used with the imaginary block of
Keyyan in the Republic of Inflatonia you
should have got a fair idea of the methodology involved in gathering data for the planning process.

The major difficulty in implementing any of these
schemes, according to the Mayor, was to find ways
to motivate people, to get them en gaged in com munity activities, and to get them to feel that they could
change their com munity and im prove their lives if
they put in the effort. In ad dition, there was an acute
lack of funds in the municipality’s coffers. Indeed,
from its to tal income over 80% went to pay salaries
for teachers, clerks, and other em ployees of the municipality. This left very little for development ef forts.

The most important thing to remember and
recognize, is YOU MUST COLLECT
SUF FI CIENT DATA BE FORE ATTEMPTING 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 presented were actual 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 “Deval” currency which we invented for Inflatonia and other mi nor
changes were made, but the problems are
real problems affecting real people.

After seeing the mayor, the farmers, and the
fishermen, we should proceed to meet with
any other person that might be interesting
to talk to. If there are any local NGOs working with community development, then
they would be very important to meet. If
there are government planners that would
agree to talk to you, they also can have important things to share. If they become
friendly, they can give you inside information on wastes of economic resources, and
planning that went wrong. A common error
in centralized planning is the establishment
of factories without sources of raw materi-

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
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quite different from those of Keyyan. However, THE METHOD of gathering and analyzing data will be useful in most situations.

As a fi nal exercise before we proceed to the real task
of planning, try to recapitulate the situation in
Keyyan, and write it down in your own words on one
sheet of A4 size paper on a typewriter or your computer. Don’t make it too long, but capture all the relevant information. This infor mation you will use as
the basis for planning in chapter 6.
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CHAPTER 5:

GUIDELINES FOR PLANNING
Look at the block you are trying to plan as a
case of an area where the natural balance of
the society has been lost, and fallen into the
state of degeneration. In order to ensure that
all potentialities of the area are utilized for
the people that live there, we have to restore
the lost prama or equilibrium in the block.

Congratulations. You have now collected
your data, and analyzed it to understand the
situation in the country and the block you
are planning. We are now ready to prepare a
plan for the block. But where to start? So far
we have understood that their are a lot of
problems, but we have not come any closer
to finding a solution.

To plan a block or to plan a
country?

Proutistic Planning

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

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

The first is to make an integrated eco nomic plan for
the whole socio-economic unit or the country where
the block is situated. The block-level plan would
then be just one part of a greater proutist master plan.
This would en sure that the pro per ex ter nal
socio-economic cli mate will be present for
far-reaching PROUT reforms to be introduced in the
block. On a national level, fiscal policy, tax reform,
legislation to protect local production, and many
other reforms could be intro duced, which are beyond the powers of a local government to influence.
In this scenario, the block could rapidly be transformed into a proutist model for economic growth.

Proutistic economic planning is based on
the ideal of the welfare of all. This guiding
i d e al w i l l i l l u m i n a te t h e pa t h o f
socio-economic liberation for human beings. Capitalist plan ning is not based on
collective welfare but on individ ual or
group interests. A principal characteristic
of capitalist exploitation is that cap italists
gain control over the raw ma terials in a region in the pursuit of profit. This should
not be allowed to continue. Rather, available resources must be utilized for the
socio-economic development of local people. 16

But how do we ensure that this is the case?
To understand this, we have to return to
Baba’s discourse on Prama. Here Baba explains that society today has lost its Prama
or equilibrium, and has fallen into the lowest stage of degeneration. This is characterized by an extreme lack of balance in
society. Resources are misutilized, and
while some countries and people live in affluence due to exploitation of third world
countries, the exploited people suffer in extreme deprivation.

The problem with this approach is that we,
at present, have very few places where our
recommendations on macro-economic policy will be taken seriously. This means in
fact that our plans for 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 political considerations by its leadership, the
plans will only end up as intellectual constructions of academic significance, but
will never help the people at the grass roots.
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The second approach is to plan the block consid er ing the existing macro-economic climate, and allow
for the restrictions of government regulations, fiscal
pol icies, and outside interference in the economy.
This would mean that the scale and range of proutist
reforms will be severely curtailed, but on the other
hand what concrete plans that finally do emerge, can
be implemented by the local authorities without de pendence on the central government.

The gradual implementation of reforms,
starting with what changes we could make
within the existing economic situation,
seem also to be supported by Baba’s guidelines on restoring Prama in gradual steps,
which we discussed earlier in this manual.

It is clear that before the planners set to
work to formulate plans, they must make up
their minds as to which approach to take.
Should they opt for a complete proutist plan
which assumes macro-economic and political changes that in reality will not occur, or
should they opt for a limited approach trying to make the best possible plan for the
community under present market conditions? The choice must be theirs. If the aim
is to do actual practical planning that is intended to be implemented, at this stage the
second option is the only practical one.
Even such a limited plan could still change
the economic life of a community, and as
the plans and programmes bear fruit and 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 introduced. The advantage with such an approach is that it could ac tu ally be
implemented. Yet, 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.

Baba has given several important guidelines for the restoration of Prama.

Guidelines for restoring
Prama

We will go through these guidelines, one by
one, and see how they will fit into the situation of our imaginary block of Keyyan, and
how it would influence our planning efforts.

Restoring prama to various
sub-strata
First of all, to establish prama in a specific
area, we must first try to restore the equilibrium in the physical sphere. To do that, we
must sub-divide the physical sphere in various sub-strata, and try to achieve prama
within these sub-strata. It implies that we
must select certain areas, such as agriculture, education, industry, etc., and try to
come up with concrete plans to improve the
situation in each of these areas. As achieving prama directly is not possible if the society is in 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 mag i cal in stan ta neous
change, but must introduce concrete progressive reforms in agriculture, transportation, education, industry, and so on. As one
by one these reforms are successful, the society will be returned to a state of balance.

A compromise solution might be considered. Make the real plan as a practical
blue-print for economic development under 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.

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

to give the local people a chance to participate.
Now let us see in what way this assessment
can take place. Let us look at some of the areas to be assessed, to get an idea on how to
proceed.

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

Food
To estimate the need for food in the block at the pres ent and in the coming years, we need to know two
things:

• The physical supply at present
and the physical supply in the
foreseeable future.
• The max i mum uti li za tion of
land.

• Present number of the population
and its growth rate

• The Five Fundamental Principles of PROUT as they apply to
the physical stratum.

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

Let us discuss these one by one.

Information on food requirement can be
obtained from WHO and other sources, but
it is important to adapt this information to
the local situation. For example, in Europe
the staple food is potatoes, but in most of
Asia it is rice. In many parts of Africa it is
corn, and yet in other places it is cassava.
Therefore, to accurately estimate the food
requirements of the area, it is important to
understand the local food habits.

1) The physical demand at
present and the physical
demand in the foreseeable
future.
This guideline implies that we have to 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, telecommunica tions, vehicles, etc. have to be
looked into, and the respective demands for
these assessed. This approach is quite different from the market oriented approach of
capitalism, where “market forces” are supposed to automatically satisfy all latent demands, and any planning is considered
unnecessary, or even harmful. It is also different from the centralized planning of
communist countries, where demands were
centrally assessed for a whole nation.

Once you know on average how much of
various food items are required by an average 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 natural gas are also important in certain ar eas. For poor rural communities, fire wood
and charcoal might be the main sources.

In proutistic planning, assessment is done
on the smallest level, the block level, so as

The main users of power are domestic
households, transport, industries and other
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commercial users. In a modern society,
electricity may be the main source of power
for households, except in cold countries
were oil or coal is used for heating purposes. In poor communities, as was said,
fire wood and char coal are im por tant
sources of power (in particular for cooking)
and kerosene is also common for both
lamps and stoves.

If we find that the supply today is not sufficient to meet the present demand, we cannot use the present consumption figures to
represent the present demand. For example,
if there are constant black-outs and there
are petrol queues due to shortage of supplies, it means that the demand is higher
than the supply. In such case we have to revise our estimates for the present demand
upwards.

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

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 demand from commercial establishments and
treat them separately. For the households, it
is fairly easy to estimate the demand for the
near future by using estimates of the population growth rate. If the population is
growing with 2% per year and the consumption per capita is constant, the demand
for energy will also go up with 2% per year.

To accurately estimate the current demand
and for the near future, we need to:
• Decide how much of the different fuels are pres ently being
used.
• See if the present levels are satisfying the current demand for
power.

To decide how much fuel and power is being used at the present, statistical data can
usually be obtained, at least on the national
and provincial levels. As this is of main importance, try to get estimates of probable
levels of the present consumption for the
block in question. Try to find out how much
electricity is being used, how much petrol,
coal and diesel fuel is being sold locally,
and get estimates on the consumption of
fire wood and charcoal.

Regarding energy for commercial 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 in the community. For example, if, as in the case of our example
Keyyan, there are deposits of lime stone for
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.

It is also important to see how much of
these fuels are being consumed by private
households and how much is being consumed by industries and commercial ventures. The reason for this is that it will help
us when we are projecting the future demand of energy.

Hence, in order to estimate the future demand for energy, we will have to have a tentative plan for the industrial development
of the block. On the other hand, available
energy may affect the industrial plans for
the area. As such they are inter-related, one
affecting the other.

• Project how the need for power
may grow in the future.
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Therefore, start out with rough estimates,
but wait until the industrial plans are ready
before making the final projections.

The judgment on what the demand for
roads in a particular area is, is much harder
to estimate than the demand for food. Be
conservative in your estimates at first. At
the bottom line, con sider if there are
motorable roads to all production areas
where people live, or if any productive area
is cut off from other areas due to lack of viable roads. To ensure that each presently
used area is connected with roads, railroads
and/or other means of transport and communication, should be the guideline for determining the present demand for roads.

Housing
Here again, estimates have to be made on the current
demand. First, find out the present state of housing.
How many houses? What type? Is the supply suffi cient, i.e. are people look ing for houses but can not
find them?

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

To estimate the future demand, consider
what areas are unutilized, and where there
could be economic and agricultural expansion, so that all 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.

Once the present demand is identified, use
the population growth rate to estimate future demand.

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

Commercial and industrial properties have
to be treated separately depending on the
size, nature and number of planned industrial units according to the industrial development plan.

Ir ri ga tion dams are also one type of
infrastructural programmes that are needed
for agriculture. The demand for telecommunications has also to be assessed.

Education
By know ing the number of children of school go ing
age, we can find out the demand of education for dif fer ent age groups.

Raw materials and inputs for industry
An other important thing to consider is the demand
for raw materials for various industries. This could
be any thing from tomatoes to steel bars to micro
chips. So you will have to see in the particular block
you are planning what the demand is there. Also try
to find out how much of this is coming

Roads and other infrastructure
Roads and other in frastructure is of primary impor tance for any com munity. In many places, food that
is being grown cannot be transported to market be cause of in adequate roads, and ends up rotting in the
ground or in improvised storage facilities.

* from within the block
* from within the province
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* from within the country, and

We must therefore initially ask ourselves: Does the
supply meet up with the demand? Do we have short ages or surpluses?

* from abroad.
The estimate for the future demand for
these commodities will have to be assessed
in the same way as for power, housing, etc.,
i.e. by projecting the expansion within the
different sectors of industry.

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

In this way, continue to assess all the physical demands of the area, to see what are the
present and future needs. Consider all possible physical items, such as medical supplies and drugs, spare parts for machinery,
inputs for agriculture such as fertilizers and
pesticides, and so on. For all these items, try
to find out their source, if they are produced
locally or not, just as we did with the raw
materials.

If people have no food to eat, we must ensure 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
farm inputs? Due to low food prices or high
costs of farm inputs which makes the growing of food uneconomical? Due to poor
land? Due to inadequate land? Due to alienation of the farmers?

Though an initial assessment can be done at
the start of the planning, you will constantly
have to reassess the projected needs as you
develop your plans. As soon as a new project is on the drawing board, you will also
assess the needs for energy, raw materials,
roads etc. 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 project to the total future physical demands of
the block.

Try to go into the root cause of the problem,
before trying to come up with a solution. If I
imagine that the cause of the lack of food is
the lack of farm land, when the problems is
a pest that destroys the crop, then all the
new farms I develop will not solve the problem, as those crops will also be destroyed
by the pest. If, on the other hand, I supply
farmers with more chemical and pesticides,
when the actual problem is that food prices
are so low and the cost of farm inputs so
high that they cannot survive on traditional
farming, then I will still not solve the problem.

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

Never try any quick-fix solutions. Always be patient, analyze the problems, find the root cause, and
attack that cause.

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. As long
as there is an imbalance between the supply
and the demand in the various substrata
such as food and energy, no balance can be
achieved in society and Prama cannot be restored.

The ability to find the causes of shortfalls, and to
find innovative solutions to tackle the problems, lie
at the heart of the planning process. As there are in numer able problems of this nature that can come up,
no exact guide lines can be given for each instance. It
is in solving these type of problems that your intel-

- 51 -

lect, intuition, and experi ence as a planner will be
tested.

inate cutting of trees for fuel has caused severe deforestation in many areas. Deforestation leads to reduced rain fall and soil ero sion, which both
negatively affect crops, and can eventually lead to
desertification.

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.

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 replanted on a regular and systematic basis. Systems
such as alley farming have given many promising
results. Baba’s book Modern Farming Methods has
17
also good tips on forest management.

Power
Here we have to see how we can make sure that the
demands for elec tricity, oil, petrol, etc. are being
met.
Electricity generation is usually too big a project to
be undertaken by one block alone. It is therefore a
sub ject for inter-block planning, or higher level
planning. Still, in order to be able to co-ordinate
with other blocks or higher levels for a joint elec tri fication programme, there is still a need to have an
accurate idea of the present and future demands of
the block in question.

With an effective forest management system, fire wood can be an important renewabl e so ur ce of en er gy f o r a ru r al
community.
Other sources of energy that can be tested is wind
and solar power. As technology advances, these al ternative sources of energy are going to become
cheaper and more readily available.

With regards to oil, natural gas, coal, etc., it is gen erally only available in certain areas, and most
blocks would have to im port these essential commodities.

An alternative to imported oil is the use of alcohol as
a fuel. This has been done on a commercial scale in
Brazil and many other countries. This would involve the growing of maize or other starchy foods
and fermenting it into fuel alcohol. It might not be
cheaper than imported oil, but as oil supplies are diminish ing and farming techniques improve, it might
be, in the long run, a realistic alternative to the dependence on imported fuels. It has the advantage
that each block could grow its own fuel supply,
without having to rely on outside energy.

In many cases, therefore, power will have to be imported to the block, at least until alternative sources
of energy have been devel oped. Then the problem is
reduced to finding the cheapest sources with the
most constant sup ply, and make sure that there are
funds to pay for them, or commodities to exchange
for them. The closer the source is, the better. For ex ample, if a few blocks can get together and arrange a
hydro-electric or thermo-electric power station, it
will make the area self-sufficient in electricity, and
the blocks would not be depend ent on a national
grid. If coal is locally available, it is also prefera ble
to use it for generating electricity, rather than to import oil from abroad.

And yet, and this must be emphasized
again, this is a long term plan. Even though
it would be ideal for the purpose of restoring prama or balance to the community, it
could nonetheless cause wreck and ruin if
we imposed it forcefully before it was practically possible. It could end up like Mao’s
“Great Leap Forward”, in total disaster.
One has to gradually grow the crops, experiment with the fermentation, and maybe

Yet, there is still scope for some power generation
even within a single block. Fire wood and charcoal
are important sources of energy for rural commu ni ties all over the world. Un fortunately, the indiscrim-
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initially mix a low percentage into the ordinary imported petrol. As the expertise
grows, the dependence on the imported oil
can subside, and the new product be more
established.

ity should be carefully studied. This becomes even more urgent in case it is
running on reduced capacity due to the lack
of raw materials caused by import restrictions, foreign exchange shortages, etc.

Always remember, prama has to be restored grad ually. 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 ose schemes, no matter how attrac tive, to replace old
tested methods, before you are sure that the new
ways work.

Other physical demands
Likewise, with roads, schools, and other physical
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.

Raw mate rials and inputs for industry
With regards to raw materials for industry, you must
also assess the present sup ply. Here we have to consider whether the supply is sufficient, i.e. are the industrial units running on full capacity. If they are
not, they are being under-utilized and hence valuable capac ity is be ing wasted.

For example, in an impoverished area,
where new land is being opened up for
farming of food and cash crops, there might
be no feeder roads to take the produce to the
main roads that can bring them to the market. Through labour intensive methods engineered dirt roads could be made with a
minimum of material inputs. This would
give employment to the local population,
and open up the interior for commercial utilization.

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
steps to change the situation. First of all, try
to find out whether the raw materials come
from local sources within the block or
neighbouring blocks, from within the country, or imported. Most advantageous is if
the raw materials are sourced locally. In
that case there should normally not be a
problem in the supply of sufficient raw material. Even if the raw materials are coming
from another area of the country, the industry would still be viable, and would at least
not be subjected to exchange rate fluctuations etc. It is preferable though, that at least
some of the main inputs of the industry
should be obtained locally. It will make the
industry more competitive.

3) The maximum utilization of
land.
Land is one of our greatest assets. When
land is being unutilized, underutilized,
m i sut i l i zed, or t h e u t i l i za t i o n i s
imbalanced, we are therefore wasting a
valuable asset, and the equilibrium in the
physical sphere is lost. For the restoration
of prama, ensuring the maximum utilization of land is therefore an important part of
the planning process.
In regards to the maximum utilization of
land, there are two important aspects to
consider.

If most or all of the raw materials for the
factory are being imported, then its viabil-

First, no land should lie unutilized.
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could destroy the crop, or, even more
alarming, could make the crop unfit for human consumption. The allocation of land
for agriculture must therefore be given very
high importance in the planning process.
Agriculture is vital for the survival of humanity, and in spite of improved agricultural methods, it still takes up vast areas of
fertile land.

Second, the utiliza tion of the land should be ratio nal
and balanced.

To make sure that no land is unutilized,
means that land should not lie idle. It should
be put to use. This utilization could be in the
form of agriculture, industrial development, mining, residential areas, and so on.
To ensure that the utiliza tion is balanced, implies
that these different types of utiliza tions should be in
proper pro portion to the needs of the area. It would
also imply that the utilization should not be harmful
to the surrounding areas, i.e. ecological concerns
must also be taken into account.

One of the aims of proutist economic planning is to decentralize economic activity to
all areas of the country. It means that instead of creating huge growth poles that attract all the cap i tal and la bour from
neighbouring areas, leaving the countryside 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
miles to get a job.

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

This requires a delicate balance so as not to
destroy the echo system. Taiwan is one of
the few countries in the world which successfully 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.
While most countries have heavily polluted
cities, and comparatively healthy rural areas where urban dwellers escape in the holidays to breath 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, as a result of the air born pollutants.

Among all the utilizations of land agriculture takes up a special place, because by its
very nature it is very demanding on the
land, both in terms of areas required to produce the crops, 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 also
make no difference whether the land is fertile or barren as long as it is firm enough to
take the weight of the buildings and other
infrastructure. On the one hectare, the company could turn over tens of millions of dollars or more in a year.
However, an one hectare rice or wheat farm
is considered small and would produce a
maximum of only a few tonnes of grain. It
would employ just one or two people, and
would turn over not more than $1,000. Fur thermore, the nature of the soil, and what
nutrients it contains, are extremely important for the proper development of the crop.
If the land is contaminated with wastes, it

Therefore, as we try to decentralize economic activities, we must be aware of the
possible negative consequences of these efforts, and take strong steps to prevent that
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serious ecological damage is done to our
environment.

examined and revised where appropriate to
be in harmony with proutist principles.

4) The Five Fundamental
Principles of PROUT as they
apply to the physical stratum.

This means, among other things, that any
policies that would tend to encourage the
unbridled accumulation of wealth by a few
individuals, even if it would contribute to
the growth of the economy, must be discouraged. 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
are being forced to spend their time in physical labour or trading of goods, their potentials are not fully utilized, and the principles
of PROUT are being violated.

There are five fundamental principles underlying all prout policies. It is essential to
understand these principles, and be able to
use them as guidelines when planning your
block.
It is important to understand that these are
principles, and not detailed policy guidelines. As principles they have one advantage and one draw back. The draw back is
that they cannot be relied on to automatically give you detailed solutions to specific
problems. In order to use them, you will
have to internalize the principles, and learn
how to apply them to specific situations.

The five funda mental principles of PROUT follows,
with comments on what practical implications they
may have on planning. This is actually a vast and
deep topic, and only the briefest discussions can be
given here. The principles are taken from Ananda
18
Sutram Chapter 5 , and part of the commentaries
19
are taken from a PRI publication on Togo .

The advantage with principles as opposed
to detailed policies, is that they are applicable at all times in 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 Baba has said
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.

Principle 1:
No individual should be allowed to accumulate any
physical wealth without the clear permission or approval of the collective body.

The first principle deals with Ownership. In
this world physical wealth is limited, and its
unrestricted accumulation is the root cause
of all major imbalances in the world, such
as the divide between rich and poor nations,
and the disparities between rich cities and
poor rural areas. It is the collective sanction ing of un lim ited ac cu mu la tion of
wealth that allows countries and individuals to drain the resources of surrounding areas, making a few people very rich and the
majority impoverished.

Likewise, as these principles are fundamental to PROUT, all other policies should
be able to be derived from these principles,
and should harmonize with them. Therefore, as you develop plans and policies for
the block, try always to come back to these
policies, and see if the plans you are making
are in line with the basic principles of
PROUT. If they are not, no matter how fine
they look on paper, they should be critically
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PROUT encourages private ownership. It
is a fundamental psychological urge in human beings to accumulate, and if it is denied, it will lead to a loss of initiative and
stagnation, just like in communist countries. On the other hand, if ownership is totally unrestricted, then we will end up with
the vast disparities we find in the world,
where the irrational distribution of resources is causing starvation and deprivation in developing countries.

The principle calls for the maximum utilization of all these potentialities of the universe. The maximum utilization of our
natural and man-made resources is not always synonymous to maximum profit for
the individual. Therefore, maximum utilization should have preference over profit
maximization. This principle is often ignored in modern economics. There are
many policies that, though maybe profitable for a set of individuals, are not maximally utilizing available resources.

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
wealth an individual can accumu late. This amount
is not fixed, but will vary according to the economic
situ ation. This principle does not imply that everyone will have the same amount of wealth. A soci ety
where everyone is equally wealthy is difficult to
con ceive and impossible to achieve. As Sarkar says,
“Diversity is the law of nature, and equality will
never be.” PROUT advocates that everyone will be
pro vided min i mum ne ces si ties of life, not as
hand-outs from the government, but in the form of
guaranteed employment that will provide an income
that will meet the person’s needs.

* It 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 ma te ri als without
processing.
* It is not maximum utilization to
discourage small scale farmers
by low producer prices, urban
bias, agricultural reforms imposed from above etc.
* It is not maximum utilization to
let money sit idle, or to invest
money in non-productive ventures.

PROUT does not try to totally eliminate
differences between the rich and the poor,
but by restricting the unlimited accumulation of wealth, and providing minimum necessities to all, it tries to minimize it.

Principle 3:
There should be maximum utilization of the physical, metaphysical and spiritual potentialities of the
unit and collective bodies of the human society.

Principle 2:
There should be maximum utiliza tion and ratio nal
distribution of all mundane, supramun dane, and
spiritual potential ities of the universe.

While the previous principle referred to
natural resources, this third principle refers
to human resources. “Physical” here refers
to physical skills and work, and “metaphysical” refers to the mental resources of the
human being. “Unit and collective bodies”
refer to individuals and groups of individuals, respectively.

In this principle, mundane means physical
objects, such as raw materials, machines,
electricity, and other natural resources.
Supramundane means ideas, theories, scientific discoveries, new techniques, and
other non-material assets.

First of all, this principle implies that human resources should be fully utilized. A

- 56 -

full utilization is not possible if there is
widespread unemployment, and hence,
PROUT’s full employment policies. People are the real sources of all wealth. Therefore, there will be a first priority to ensure
that all human resources are fully utilized.
This even takes precedence over the utilization of other resources.

aspects before we determine what approach
to take.
This world is full of maladjustments in this
regard. For example, it could be argued that
modern industry, in trying to maximize the
labour/out-put ratio by investing in capital
intensive equipment, is maximally utilizing
each labourer, and is, thus, satisfying Principles 2 and 3. However, if there is plenty
of unemployed people in the country and a
scarcity of capital, then definitely there is
not a proper adjustment between the different utilizations. Principle 4 wants to ensure
that there is an overall maximization in the
methods of utilization, and not that one or
two potentialities are being utilized, while
the majority of potentialities are either left
untapped, or even worse, being destroyed.

A second aspect implied by this principle is
that there must be an adjustment between
the individual and the collective. We cannot allow individual interest to take priority
over collective ones, while the collective
must, at the same time, give scope for the
development of the individual. The good of
the individual lies with the collective, and
the good of the collective lies with the individual. There must be a balance between
the two.

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 utilized.If he worked as, say, a doctor, his potentialities would be much better utilized.
His work as a doctor is more important to
the society than his tomato vending, as that
skill is rarer than the skill to sell tomatoes.
Therefore, when society spends large sums
of money to educate people, only to let
them out of school without job opportunities, then there is no proper utilization of
their potentialities, and consequently a
waste of public money. It is therefore important, that the education system is geared
for the realities of the labour market, and
the educational needs of the country.

Principle 4:
There should be a proper adjustment amongst these
physical, metaphysical, mundane, supra mundane,
and spiritual utili zations.

When it comes to utilizing different factors,
physical, mental, as well as spiritual, both
natural resources and human resources,
there will always have to be an adjustment
between the different factors. For example,
we have to cut down trees for fuel wood,
timber, paper, and so on, but if we cut indiscriminately, we will destroy the whole ecological sys tem: soil ero sion, lowered
rainfall, desertification, lowering of the oxygen levels, etc. Fertilizers are essential to
modern agriculture, but the fertilizer plants
are generally “dirty”, and cause pollution of
the environment.

Principle 5:
The method of utilization should vary in accordance
with changes in time, space, and person and the utilization should be of a progressive nature.

To have a proper adjustment between the
different utilizations means that we need a
balanced approach to the utilizations, so we
can see the whole picture and evaluate all

The final principle of PROUT states a very
important fact. Policies that are suitable at
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one time in a certain place for certain people will undoubtedly be inappropriate in
another place, at another time for a different
set of people. Therefore, any theory which
lays down fixed policies that should be followed at all times, will sooner rather than
later become obsolete.

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

Cost of Production
In many rural economies, it is a traditional
practice for farm ers and their family members to work in the fields to grow crops. At
the time of fixing the price of their produce, they do not calculate the labour costs
involved in cultivating the land or pay
wages to their family members. Nor do
they determine the cost of the tools or machines they use in the fields, or count the
other ex penses incurred in producing their
crops. Hence, they fail to systematically
calculate the per unit cost of production.
As a result, they incur losses or perpetu ally
get low prices for their produce.

The policies of PROUT, therefore, will always 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
jobs for all people. However if at any time
there is a shortage of labour and surplus of
cash, then the maximum utilization of these
resources would involve just the opposite,
i.e. high-tech capital intensive technologies
should be applied.

To solve this problem, agriculture must be
reorganized and established on the same
basis as industry through the coopera tive
system. Accord ing to PROUT, agriculture
should be treated as an organized indus try.
Only then can the per unit cost of production be systematically determined and the
poverty of farm ers end. Farmers will get
proper prices for their commodities and
stability in the agricultural sector will be
achieved.

Factors for planning
Apart from the factors to be considered for
the restoration of prama, an essential aspect
in planning, Baba also gave us specific
guidelines for block- level planning. While
the guidelines for restoring Prama deals
with the broad picture, the factors for planning reaches down to a lower level, dealing
with specifics on how to implement the
plans.

In a Proutistic economy, the cost of production should be sys tematically de termined and kept at the minimum level. All
industries, including agrico- industries and
agro-industries, must see that the cost of
producing a particular commod ity does not
exceed its market value. Every production
unit must be eco nomically viable.

The factors to consider here are:
• Cost of Production
• Productivity

Productivity:

• Purchasing capacity

The economy will have to be organized in
such a way that it has its own in nate power
to produce more and more. Money should
be invested — money should be kept rolling rather than hoarded — so that the col lective wealth of soci ety is continu ally
increased.

• Collective necessity
Let us first see what Baba has to say about these fac tors: (The comments are taken from Baba’s Dis -
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This principle guides planners so that maximum production will occur accord ing to
the collective needs. There should be increasing production based on consumption
and full employment for all local people.
Products should be developed wherever
raw materials are available, and under utilization of any production unit should not
be allowed.

Collective necessity:
Planners will also have to consider the existing collective needs as well as the fu ture
requirements of a socio-economic unit,
a nd ch alk ou t their de ve l o p men tal
programmes ac cordingly. In India, many
industries have been established but the
production of electricity has not been increased. Through lack of proper planning,
power production has lagged behind industrial development. This is especially
evident in Bengal and Bihar.

If peo ple are guided by the needs and potentialities of their socio-economic unit,
the law of productiv ity is benign. Maximum produc tion in the econ omy will provide a congenial environment for more
investment, more in dustrialization, more
employment, increasing pur chasing capacity and in creasing collec tive wealth in
an ever progressive manner.

Most im portance should be given to the
production of the minimum requirements,
so planners will have to make provision for
the mini mum re quirements of all, but the
requirements of both meritori ous peo ple
and those with special needs should not be
neglected, otherwise the requirements of
the age will not be met. 20

Purchasing capacity:
Planning should also result in the in creasing purchasing capacity of every person.
PROUT does not sup port the existing practice of consid ering the per ca pita income as
the in dex of people’s economic standard.
Per capita income is a deceptive and defective measure of collective wealth popularized by capitalist economists to fool people
and cover their exploitation. The genuine
measure of people’s economic advancement is increasing purchasing capacity.

Principles of a
Decentralized Economy
The final guidelines we will consider, are the principles of decentralized economy as given by Baba in
21
1982.
As opposed to the guidelines for re storing
prama and planning the economy, the principles of
decentralized economy are not principles on how to
carry out planning, but a list of policies that are crucial for the establishment of a decentralized economy. As such, care have to be taken in the
implementation of these policies, that the local situation and the current economic climate in the country and the area of the block un der planning are taken
into ac count.

To in crease people’s purchasing ca pacity,
the easy availability of the minimum requirements, stable prices, progressive, periodic increases in wages and salaries, and
increasing collective wealth must be ensured.
In a proutistic economy, there will be no
limit to purchasing capacity — that is, purchasing capacity will be ever increasing.
The minimum requirements must be guaranteed and should al ways be increased according to time, space and person, and this
can best be done by continu ously in creasing the purchasing ca pacity of the people in
relation to the economic de velopment of
the concerned socio-economic unit. The
greater the purchasing power of the people,
the higher their standard of living.

Some of these are not applicable to a single
block, but concerns government policies
and pl an n i ng on t he l ev el of a
socio-economic unit. They are nevertheless
extremely important, and so we introduce
them here.

- 59 -

When local people are in control of their
own raw materials, and local markets are no
longer opened up to unfair competition
from trans-nationals, then the co-operative
movement will grow tremendously.

1. All resources in a socio-economic unit should
be controlled by the local people .

This means that foreign or outside control
of the economy should cease, in particularly in the area of the production of essential goods. This would also be applicable on
the block level.

It is interesting to note that Baba also advocates that trade, both foreign and local,
should be controlled by co-operatives.

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

4. Full local employment.

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. Unfortunately, this approach usually lead to rural
unemployment and poverty as economic
development is concentrated in a few 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 is well developed, while milk production is neglected.

Priority should be given to local people, to
ensure that they are fully employed locally.
No person should need to travel to other regions and countries in search for employm ent . Henc e a m a j o r ai m o f ou r
decentralized planning is to provide employment for all.
5. Protect the local market.

Competition from cheap outside products
would not be allowed, as it would put local
industries out of business. Therefore, foreign 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
inter na tional standards at com pet i tive
prices. By that time, the need for protectionism will cease, and free trade can be encouraged.

We therefore find ourselves in a position
where in the pursuit of profits, large areas
are left economically backward, and resources are being diverted from essential
commodities to unnecessary luxury items.
In a proutist set-up, where the motivation of
the economy is consumption, such distortions will not take place.

Other policies
The principles given so far in this chapter
can be seen as the guiding lights for the
planner. The principles regarding the restoration of Prama, and the principles for decentralized planning give us the idea on
how to approach the planning, and the principles of a decentralized economy give us
important points that should be seriously
considered as part of our planning goals.

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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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 important policies. You can think of it as a
“check-list” of various policies, which you
can go through several times while making
your plans. See if you find something there
that could be applicable to the situation in
your area, and which could solve the particular problems encountered there.

* commodity or bullion backed
currency
* no speculative markets
* no profit, no loss key industries
* location of production close to
source of materials
* barter trade with external economies
* environmental protection

A list of PROUT policies was prepared by Shyam
Sundar w hile mak ing an eco nomic plan for
22
Kharbovsk Krai.
As it contains much of what we
would like to consider, it is presented be low:

* export of finished commodities
* consumption based economy
* self-generation of developmental capital

* de cen tralized eco nomic planning

* cooperative agriculture with industrial pricing system

* atiriktam incentive system

* cooperative and state banking

* three tiered economic system

* prioritize development of people’s economy

* worker ownership, participatory
management of coop enterprise

* maximize circulation of money

* no drainage of capital

Some other points to consider would be:

* regional self-sufficiency in basic
commodities

• Quadri dimensional economy,
i.e.

* guaranteed purchasing capacity
for minimum necessities

* People’s Economy

* ceilings on income and assets

* General Economy

* market pricing of commodities
produced by cooperative and individual enterprise

* Commercial Economy, and
* Psycho Economy.

* no ownership of production or
resources by outside economies

• Samaj

* value added and excise taxes

• Base industries on local raw materials

* maximum utilization of physical
and intellectual resources

• Maximum and minimum wage

* protection and encouragement of
local culture

• Co-operatives
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• Agro- and agrico industries

• Banking, Credit, and Fiscal Policies

• Balanced economy

It is assumed that the reader is familiar with these
concepts already. As there is no space for a detailed
discussion of these topics, we refer you to Baba’s
23 and other publications
book Proutist Economics
for details.
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CHAPTER 6:

THE PROCESS OF PLANNING
an industrial base is highly essential to
create jobs and increase the purchasing capacity of its citizens. At the moment, many
young people leave Keyyan to find jobs in
the big cities.

It is now time to plan our block. As a sample
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 a capitalist country with free market
policies, and will not try to introduce policies that depend for their success on a central government pursuing PROUT reform.

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 is also a problem in some areas, with
15% of the population still relying on
streams and rain water for their household
needs.

A master plan for Keyyan
Let us briefly recapitulate what we know
about the block of Keyyan.
Keyyan is a small rural community where
over 85% of the population is dependent on
agriculture. 80% of the people live below
the poverty line. Most farmers hardly break
even, and if the real cost of their labour is
calculated, most farms are uneconomical,
i.e. input exceeds output.

School attendance is poor, and a good number 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 is free.

With such a high percentage of the population depending on agriculture, the main focus of our planning efforts must be to try to
restore prama in the agricultural sphere.
Keyyan is also a fishing community, so
some attention has to be given to this in our
plans also.

Looking at potential resources, we find that
the soil is very fertile, rain fall is adequate,
and there is scope to collect run-offs from
rain water. In addition, the coast is a source
of fish, and the tide could be used for the
generation of electric power. There are deposits of lime stone that could be utilized
for making cement.

Purchasing capacity has been falling in recent years, and though statistics report a
very low rate of unemployment, the method
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 particular underemployment, is a major problem.
As no more people can conceivably be absorbed in agriculture, the development of

For Keyyan, a summary of its problems and
potentials could look like this:
A list of areas to concentrate our planning
effort on could look something like this:
• Agriculture
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Summary
Population: 120,000; 85% dependent on agriculture; coastal agricultural community
Potentials

Problems

* Rich soil

* 80% below poverty line
* farming uneconomical at present
methods of production

* sufficient rain
* mineral deposits suitable for cement manufacturing

* industrially backward

• Industry

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 occurs.

• Finance
• Transport

Though Keyyan is producing a surplus, it
still imports food, mostly luxury items like
coffee, imported tinned goods and other
processed foods. Food turns out to be the
biggest export as well as the biggest import.

• Power supply
• Housing
• Education

Strangely enough, in spite of a surplus of food and
importation of luxury food items, it is estimated that
more than one third of all children are malnourished,
with instances of chronic and acute malnutrition
particu larly pronounced in children below 5. As
over 80% of the popu lation live below the poverty
line, the malnutrition can be explained in terms of
inadequate purchasing capacity rather than any
lack of food. That is, though the food is there, people
can’t afford to buy it.

Let us now proceed to look into each area
one by one, and when applicable apply
Baba’s guidelines on Prama and planning,
as well as other specific PROUT policies.

Agriculture
In line with the guidelines given in the previous chapter, we will first assess the physical demand of the present and immediate
future, and compare it with available supply.

As far as land use is concerned, 72% of all
arable land is under cultivation, which
tends to suggest that there is further possibilities to expand the area of agricultural
land. How ever, as Keyyan pro duces
enough food, and the problem rather is that
the production methods give farmers a very
poor return for their labour. Therefore, it is
rather this field we will have to scrutinize.

From our data, we find that Keyyan is
largely self-sufficient in basic food stuffs.
Rice, its staple food, is one of the main exports of the area, as there is surplus production. Fresh vegetables are also available in
sufficient quantities, and these are being
sold in nearby towns. Fish is being pro-
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To do so, we will return to Baba’s guidelines for planning. The first factor to consider, is cost of production.

and other means. This means that less people will work the land, and the displaced
people will need alternative employment.
We cannot increase the purchasing capacity of a few by depriving the many of their
only source of income.

As we could see from the cost analysis in chapter 5,
the cost of produc tion was so high, that only a mar ginal profit of $1,667 per annum was left for a 2 1/2
ha farm. This figure, though, is still too high. The
reason is that in the calcu lations of this profit, the
cost of the labour of the farmer and the members of
his family was not included. If we consider that each
of them would be given the daily minimum wage 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 prin ciples as industry, we must conclude that most of the farms are uneco nomical at
present.

Then what options do we have? How do we
increase the purchasing capacity of the
farmers? There are a few possibilities.
1. Increase the yield of the land
This was done in the last decade, by the introduction
of the green revolution. How ever, the living standards of the farmers actually declined since the cost
of inputs went up many-fold. It also caused a dependence on outside factors. Previously farmers had
been fairly independent, but now the farmers and the
country as a whole were heavily dependent on imported fertilizers, pesticides, and improved seeds.

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

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

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

2. Reduce the costs of production
This is more feasible. However, it would probably
have to involve Baba’s recommendation that uneconomic land hold in gs are con sol i dated 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 tablish model co-operative units that are success**
ful.

One of the ideas of Baba, is to organize
farmers in co-operatives. How ever, as
Baba has pointed out, co-operatives are often disadvantaged in a capitalist economy.
In addition, we have no political authority
to force in di vid ual farm ers to start
co-operatives, and whatever development
we can achieve in this regard would be only
through persuasion.* Furthermore, even
with the introduction of co-operatives, it is
clear that agriculture has to be reformed
and made more efficient by mechanization
*
**

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

Remember, the block we are planning is a part of a capitalist economy, and so we can initially only
suggest reforms that can be blended into the current economic system.
This could be a major part of our development strategy, in which AMURT and Master Units both
could play an important part.
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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.

that could risk to upset the delicate balance between
sur vival and disas ter. 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 fails like failure.” If we can set up concrete
suc cessful models, people will copy them.

As with the case of co-operative, we need to
establish model farms which the farmers
can imitate.

3. Diversify the production
This is also practi cal, and quite within the reach of
the limits we have on our reform programme. For
this, a study has to be carried out on what other crops
and plants could be grown profitably. As the block is
self-sufficient in staple foods, the excess capac ity
could be used to grow crops that might be economic
even when grown on small plots that would be un eco nomical for grow ing rice.

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 recommend huge irrigation pro jects, but many small
encatchment ponds scattered over large ar eas.
Therefore, careful studies have to be undertaken as
to the cost of such dams, and what the impact on production might be. If it is seen that they are economical, and that the cost of making them could be
reimbursed from the increase in agricultural output,
then a large scale program of dams could be introduced. Again, to thread carefully, some sample projects should be suggested in the short term, with the
possibility of expansion if the project is successful.

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 crops in climatic areas that are
close to those of your block . You could
also ask farmers in your block and in other
parts of the country if they had successfully
tried other crops. You could talk with extension workers, or NGO’s working with
rural development. You can then practically test their ideas under local conditions.

Industry
At the present, no industrial activity of any
sizable scale is taking place in Keyyan. In
order to solve the problems of unemployment and low purchasing capacity, an industrial 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.

Consequently, another recommendation in
our report would be the establishment of a
research organ for introducing new crops in
the area. At the same time, we must try to
find at least a few alternative crops that
have been tested already in the area or adjacent areas, which could be introduced into
our development plan.

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

In the case of Keyyan, we could recommend the introduction of coconut and oil
palm plantations, which both have been
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and bamboo, that will last only for a few
years. Then they have to rebuild their
houses. With the local production of cement, more secure permanent structures
could be encouraged. Cement could also be
exported to neighbouring blocks which
have no raw materials to make cement on
their own.

De pending on the type of crops which our stud ies
find feasible, the type of agro industries to develop
will also vary. Ini tially, products made out of rice,
like beaten rice, puffed rice, rice noodles etc. could
be produced. Rice straw can also be used for many
applications, in clud ing the production of paper.
24
Rice husk can be used in the cement industry.

Even more potential for agro-industries are
coconuts and palmnuts, which we introduced in our discussion on agriculture.
Both of these are oil seeds, and from the oil
a number of products can be produced, such
as soap. A soap factory can therefore initially be established to supply the local
area. Coconut fibers can also 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 productivity of the area can be increased, employment opportunities created for people
losing their jobs by agricultural reforms,
and the purchasing capacity of the people
enhanced.

How far do these plans follow Baba’s principles 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 exists. 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 plantations, like coconut and oil-palm plantations, could be grown on the presently
unutilized land areas.
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 a reasonable margin for
profit. As far as the principle of productivity is concerned, care should be taken that
the installed capacity of the plants are fully
utilized. Due to this, it is important to ensure sufficient supply of raw materials, and
that the machinery chosen is suitable for the
prevailing conditions. La bour-intensive
technology is often more appropriate in a
poor rural community than capital inten-

Detailed calculations and feasibility studies would have to be made for these industries, 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, due to the cost
of cement and cement blocks, which have
to be imported from afar, people usually
make temporary buildings from straw, mud
*

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 as fertilizers, plows, chem icals
and tractors.
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sive technology even if on paper it looks
more profitable.

As we are working within the framework of a capitalist economy, our possibilities to raise credit and
funds for development projects are limited. In a capitalist society, available credit is mostly absorbed by
multi-national corporations, leaving little for local
businesses. Farmers and rural cottage industries are
usually left at the mercy of local money lenders, who
lend out money at a rate of 10% per month !

First of all, there are many hidden costs with
high-tech imported machinery. Expatriate experts
may be required to service and re pair the machines
periodically. Spare parts have to be imported from
abroad. If anything goes wrong, there may therefore
b e l o n g p r o d u c t i o n s t o p p a g e s , a n d an
underutilization of installed capacity. In the end,
this can eat into the profit margin, and the labour inten sive methods may end up more profitable. (See
box PAGE 71.)

Clearly, some reforms have to be introduced to break the hold of these moneylenders, and make cheap money available
to farmers and co-operatives.
The availability of credit is also a major reason why farmers will do better working in
co-operatives, as banks are more likely to
lend to co-operatives than to individual
farmers.

Secondly, PROUT’s sys tem is to maxi mize con sumption, and not to max imize 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.
How ever, if the work ers in the factory are
part-owners of the co- op erative, the con sideration
of “profit” takes on completely other proportions. In
this case we can consider the wages paid as some
sort of profit sharing, as the money is plowed 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 economy. If, on the other hand, the money that was spent
on wages in a labour intensive firm was spent on
pay ing for foreign machines in a capital intensive
firm, the money would be going out of the community.

How ever, many loans made by banks to farmers and
co-operatives, are never paid back. The bank is seen
by the farmer as impersonal, far away, and an entity
(like the government!) which is there to be cheated.
Therefore, the introduction of co-operative rural
credit unions could be a first step to wards solving
the issue of ru ral 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 a rural 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
be negotiated if it is sponsored by an NGO.

The bottom line is that even if a capital intensive
technique may be more profitable from the point of
view of an individual , labour inten sive technologies
are almost always more profitable from the point of
view of a local ru ral com munity. (See box PAGE
72.)

NGOs are useful and should be consulted
for local development work. Once your
plans are ready, take the help of
AMURT/AMURTEL and other NGOs in
the implementation. There will be many aspects where their assistance can be sought.

Finance
We also need to consider how our development plans should be financed.
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Profitability of labour intensive and capital intensive
factories: A word of caution
Suppose that two plants, one labour intensive and one cap ital intensive, both have a capac ity of 1,000 tonnes
per week. Even if costs of inputs (including the depreciation of machines and interest on loans) for the labour
inten sive plant is higher per unit of ready made product than for the capi tal inten sive plant,* if one calculate
the cost of shutdowns and repairs the capital inten sive plant may still be more expensive.
Suppose that the selling price for commodity A is Devals 100 per tonne, while the production cost for the labour
inten sive method (i) is Deval 85 and the pro duction cost with the capital in tensive method (ii) is Deval 75. This
means that the profit per week with method (i) is 15,000, and from method (ii) is 25,000. Under ideal conditions, in one year the capital intensive plant would make Deval 1.25 million profit, while the labour intensive
plant would make 0.75 million profit.
Capital inten sive plants, how ever, are much more likely to need specialist attention attention if something goes
wrong. Suppose that the cap ital intensive plant broke down, and could not be repaired lo cally. After 1 week, a
representative from the com pany selling the plant came along, and said that we needed some spare parts from
abroad. Some electronic components had burnt out. The to tal bill for repairs would be Deval 125,000, in cluding service charges. The company promised to bring the spare parts in by next week. After two weeks nothing
had happened, and it was still another week before the plant was fixed. By now, the factory had been idle for a
month. Customers were can celling orders, and look ing for other suppliers. When the plant fi nally started up, it
would still not oper ate prop erly. So some more parts had to be brought in, with the additional cost of Deval
75,000. Eventually, it took two months before the plant was operat ing again. The total bill had been like this:
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 means that from two months shut down, the yearly profit had sud denly been reduced to Deval 550,000, or less
than the Deval 750,000 obtained from the labour intensive plant.
These type of hidden costs with im ported technology is very important to understand and consider before embark ing on new ven tures.
* Something that not at all is certain - indeed experiences from third world countries seem to suggest the opposite)

NGOs can also help with funding.

Housing, Transport, etc.
In a similar manner that we treated agriculture, step
by step go through housing, transportation, education, etc. Look at the problems, consider your options, and draw up prac ti cal plans. Al ways
remember Baba’s guidelines and use them so as to
maintain a direction in your planning efforts. Consider the demand and supply of all commodities,
make sure land is properly utilized. If that does not
provide a solution, try to go back to the basics of the
five fundamen tal principles to get guidance. For every economic venture, consider the cost of produc-

Power Supply
While making a plan, make sure to consider
the energy required to carry out different
projects. Look at various sources of alternative and traditional energy, and see how
they can be implemented.
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tion, and make sure that productivity is kept at a
maximum. As an overall goal, try to introduce re forms that will pro gressively increase peo ple’s pur chasing capacity, and ensure that the collective
needs and the requirements of the community are
being met. (This one is closely connected with the
first two principles of restoring prama - in deed, they
are almost identical.)

each village to assess the local poten tials and prob lems, to deter mine where cottage in dustries could
take off, where roads are needed, and where model
projects could be started. This must be done in
co-operation with the local people! You cannot decide by your own exactly where and with which people specific projects should be started. The people
them selves have to be a part of this, and decide what
they wish to do. Expe riences of integrated rural development pro jects, such as the global AMURT project in Burkina Faso, can give valuable insights into
this process.

Formulating the plan
To make a detailed plan, you first have to go through
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.
This involves going down to each panchayat and

When preparing the detailed plan, one of the initial
goals is to set up suc cessful models. As was men -

Production for consumption or production for profit?
Suppose that the cost of la bour and capital for a fixed amount of products in a labour intensive and a cap ital inten sive company producing the same goods are as follows:

Capital Intensive
Labour Intensive

Total
300
325

Labour
50
150

Capital
150
75

Other costs
100
100

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

Capital Intensive
Labour Intensive

Total cost
300
325

Selling Price
375
375

Profit
75
50

Hence, the capital intensive production is more profitable from the point of view of the individual owner of the
business.
How ever, from the point of view of the community , the labour intensive production is more “profitable”, as the
amount spent on capital equipment is drained out to other areas. Suppose that in both cases the owner does not
take out any of his profit from the commu nity, but puts it back into the economy (a very uncertain “sup pose”).
The follow ing 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 means that there is a net gain to the local economy of Deval 75 for each unit of production in a labour intensive industry, in spite of the profit from the capi tal inten sive project be ing higher.
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tioned before, you have to demonstrate that some thing works, before people will follow it. This is an
area where MUs and AMURT/ AMURTEL have an
important role to play.

What we have done here is not to make a plan for
Keyyan. A complete detailed plan would dou ble the
size of this manual. What we have been trying to do
is to show how to go about formulating a plan, how
to collect data, what guidelines to follow, what to
consider, and give a few examples on how to apply
these ideas to specific situations, such as the agricultural situation in Keyyan.

Block level planning within
a proutist economy
I f Key y an h a d ex i st e d wi t hi n a
socio-economic unit that was following
PROUT pol i cies, the growth to wards
self-sufficiency would be quicker. Credit
would be freed up for local projects, and no
drainage of wealth from local areas would
be allowed. This would be even more significant in areas where local raw materials
ar e b e i ng ex p l oi t ed by for ei gn
trans-nationals, who export it to be processed abroad. Local industries, such as our
budding cement and soap industries, would
receive protection, and would not need to
compete with Lux soap from the USA.

From here, you are largely on your own. As
we stressed in the beginning, the process of
plan ning and the im ple men ta tion of
PROUT in general is not yet well developed, and we are learning on the job. This
manual can therefore just be seen as a humble 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
suggestions on this manual is greatly appreciated. If you have any personal experience
related to block-level planning or any aspect of it, we would like to hear about it.
This manual is a team effort, and the more
people who contribute to it, the better it can
become. Did this manual help you in your
ef forts? 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.

If you find it interesting, by using your
knowledge of PROUT and the guidelines in
this manual, try to make a list of policy suggestions for the Republic of Inflatonia to
turn it into a proutist economy.

Final note

Good luck in your planning efforts!
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