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Ao 1, wher -fininy iy Wriaelication ac a
development of the .anutacturin. incustry, incusgtrial
srowth is ofter. ejuated with iniuctrialication,
rerardless of wh2trner tuls prowin er. urec the necessary
conditions for a progrossive _o.ri«< o reprouuction,

In our view, in.uctrislication in the broad sense

of the word is a versatile, and et a cin-le, process of
evolution of & country's economic and social structure,
whick leads to an acceleration of extended reproduction
based on 8 growth of ocial labour productivity. Cpe of
the most i:portent aspects of this process ancd its -
consequences will ve the cocial crange in these courtries
and the chan:e in their position in the world ecoromy. Tne
histery of economic develspment of all countries snows
thot industrialisation is e&n objective ctace in econouic
development.

2. The essential economnic advances which take place
durin,. the course of inuu.trialisation nust not te rercardea
a8 changes only in the proportion of industry, agriculiure
and the ini{rastructu-e witbin the national ecoucy, but
ailso changes within each of these uLranches: mechanisation
of production, wider use of new technique: and scientific
achievements, an increase in the proportion of large

enterprises, changes in ‘he organisation of labour, etc.

Inqustrislisation ixzplies the saturation of all the




~unches of thc economy (including agriculture—the main
economi¢ spherz of the developlng countries) with highly-
productive equipment from national or foreign sources

and the introduction of new jndustrial methods of
production.

3, Thus industrialisation in the developing countries
will spparently be carried out in several steges. First
to tske place will be a qulntitattvo growth in mduatrhl
production and the dsvelopment of the mrrutruct\mn. This
stage is characterised by an increase in the number of
jndustrial enterprises ard gnployoon, volume of
msnufactured products, snd growing construction in the
infrastructure. But at this stage agriculture continuss
to predominate, there is a prevalence of rew-material
ozporta, and the lag in the productivity of lsbour, as
compared with the dsveloped countries, is still to be
overcoms. In fact, the economic lag of the former group
of countriss from the latter group could even increese.

At « the seme tims, despite the oor.inued lag, ®md
parallsl to 1%, the sconomy, primarily industry in the
adsveloping countries, is greadually saturated with new
techniques snd scientific achievemsnts, md tbe
{ntroduction of a progressive orgaisation cf lasbour.
This is done by various weys snd mesns, and at different
retes., At first, tbe growth of lebour productivity tekes
pleace in soms cnterprises, snd then in whols industriss,

it the first stage of industrialisation, prerequisites




for structural changes are gracually creatod i various
branches and in the whole economy, “ogether with
prerequisites for social changes, i.e., canditions are
created for transition to the next stage of
industrialisation, to the stage uf quelitative amnd
structural changes in the national ecornomy, in social und
internatioral relations.

B. 1. The necessity of state interfsrence in the
economy of the developing countries is dictated above all
by their common problsms, which objectively arise in the
course of industrialisation snd condition its trend amd
development. It is primerily the problem of bresking up
the economic structure inherited from colounialism while
ensuring co-ordination at every stage, maintaining the
most important economic proportions, sciesntifically
defining the optimum rates of uevelopment, correlating
the main branches of the economy, and finding the ways and
means of achieving this, There are also social problems
relating to employment, urbsnisation, the need for
trainirg national scientific-technical intelligentsia,
raising the education level, improving public health,
etoc. Finelly, it is tls problem of changing the
existing external economic ties,

2. Any of these problems are di. Uicult to resolve

on the basis of private enterprice and the mechanism of

spontaneous developmert, Market relations cannot become




the only regulator of soclial production in the

proportions and rates necessary to accelerate the

sdvance in industrialisation. This is confirmed by the
economic development of msny countries and is receiving
even wider recognition by economists.

In the developing countries, <{he situation ‘is
sggravated by the pecullarity of the dJomestic narket
{tself: its narromnoss and embryonic state, und by the
fact that a considerable part cf ths population is still
to be drawn into the sphere of commodity-monstary
relations, '

3. The domsstic markst of the developing countriss
is in need of state regulation, as the difficulties of
realising .the social product are so great that it becomss
one of the main obstacles to industrialisation, 8tate
socio-economic tramaformations, together with such
msesures of interference in the free play of marked
elements, &8 the policy of encoursging the development
of the key branches, limiting soms, reduilding and
modernising others, cmrying out & definite foreiga
axchange, credit and tarift poiuy and, mt is nost
importent, & purposeful policy of price regulation, cem
be oonducive to resolving the ~rodblea of expamnding ths

domestic market and using its macainery bty the state to
acoelerate industrialisation.

4, The most importaat tukdth._atmattho
present stage of developmmant in the countries of Asia,




Africa and Latin America is to work out a "strategy of
industrialisation”, that is, an economic policy, which,
jroceedins; from the overall aims of industrialisation,
sets concrete tasks and defines the methods of
accomplishing them., A state cen, and in many countries
is trying t¢ shoulder the responsibility of solving such
strategic problems of industrialisation, as defining the
proportions and priorities in developing the production
of producer goods and consumer goods, correlating the
accumulation andconsumption funds in the state sand the
private sectors, and also defining their branch structure,
the proportional growth of import and export, attitude
to foreign capital, co-ordinating the development of the
moderr snd the traditional sectors of the national
economy, etc.

S5, The possibility of atate interference in the
development of the traditionel sectur of the economy of
the developing countries deserves special attontion, The
overwhelming majority of the gainfully employed population
(60-90 per cent and over) is engaged in the traditional
 seotor, which is made up of many small and avecsze-sized
enterprises and peasmt farms producing industrial,
sgricultural and handicraft products for the domsstioc
market and for export. This sector 1s characterised bi
the more backward forms of production and the lowest
lebour productivity, Nevertheless, it is this sector
that has a considersble potential of untapped resources




v¢cr econonic rrowth, uni the task of the ctate 1is to
notilise and maxe productive use of these rescui;.es,
inzluding primarily wnat is known &as "idle ¢ pital" and
.ast iortunes norarded or deposited abroad.

6., oteate "strategy" of incustrialisation ranqot
overioox such croblens as the training of speclalists
sor menasin: the state sector and the planning bodies;
raisines the skilis of the middle and sanior technical
personnei and of the workers; stimulating the developmert
0" science «nd applving the scientific-technical
eyperience of the ceveloped countries. There is no
sLontaneous solutiorn to these problems, Only the state
can a:nieve aore or less rapid advance in this snmhere,

7. Tae state policy of industrialisation or the
‘ndustrialisation strategy, apart trom the aims common
¢ all countries, csuch as accelerating the econonic

rewtn ana csercoming backwardness, must also keep in
view the concrete immediate aims which are specific for
each develcping country. In some cases, it is tae
liquidation of the belance of psyments deficit by means
of establishing national production to replace import,
or an increase in the export of finished products instead
ol raw materials on the basis of their industrial
processing; in others, it is an increase in employment

or the meeting of the country's demands for products in

chort supply by means of domestic production (such as




building materiels, an. cueamical fertilisers,.

The developing countries are usubl.y (&< . with a
complex of such problens. That is w.r in «lu. orating end
implementins the ctate economic policy, the countr:'s
historical, econcnic, social angd even e<*hrrie
characteristics rust be taken into account, The
responsibility for working out and implementing the
"industrialisation strategy” must fall directly on the
country's government and its leaders,

C. 1. Planning is the most importeant instruaert
in implementing the state poiicy of industrialisation.
State planning in the developing countries cem be viewed
as: a) the process of compiling a more or less Zull Flan
or orosramme for developing the xey tranches of the
econony for a fixed period (long-term rlans ic many cases
rance over five, and sometimes £1x, seven or ten Years,
and current plans, over the fiscal year);

b) recommendation of definite economic activities for
=tate and private organisations and enterprises in
ac:ordance with the principlea of the rtate economic
policy; and c¢) sﬁporvision over the implementation of
the plem.

The main starting points in Planing are the
specific ctrategic probiems or industrialisation facing
each cocuntry at a given moment, and an analysis of the
present -~tate of tue country's economy, Tre first seta, e--

the compilation ¢f the plan--is a comparison of the

results of economic, statistical anJd methematical




expertise on the state of the branches of the economy
with the concrete tasks of the given period, and
definition of the course of development on that basio,
The plan must be a sufficiently accurate progremme of
state activity in the various spheres of the economy for
an effective implemsncvation of a set of msasures in
industrialisation. 7Toe most important aspect of plamning
is the procuremsat of resources and finmmoces (foreiga

sad national) and the dsfinition of the direcsiom of
their investmemt.

2. Boonomic progremming or plaming M.
potably, imdustrial developmsat, has now become oms of
the most important compoment parts of state economic

. activitiess. ‘1be sucosss of the poliay of
{ndustrialisation in every ocountry depends largely on
sclentifically substmtiated long-term planning,
definition of more cffoctt_n proportions and rates of
development of the nain spheres of the econowmy im the
conditions of the givem cowmtry, the prierities in majer
astienal ecoomomic projects in industry o in the
iafrestructure, md the priority of developing the state >
oF private secter,

Leng-ters plemning, which mmmy Asism, Africem end
Latin-Ame.ricem countriss now turm %0, wmest fregquently
in itself serves the aims of the policy of

adustrialisation. In most of those countries, the

goveramants theaselves drew vp the pluns amd comtrol
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their implemsatation.

The main difficulty in planning under conditions of
aixed economy in most developing countries is comnected
with the activities of the private sector. The plamning
of private enterprise cam only be represented in the
form of a mxe or less spproximate forecast of a
marksting of products and the possibilities of oxpanding
the production for the planned period, made after a
study of the state af the markat.

The state tries to dairect the activities of the
private sector into the plemned chamnel by meems of
credit, tax, foreign exchamge policies amd othur mS asures,
achieving considersdble sucoess in some cases, However,
the developmsnt of the private sector on tbo -boh is
not suborainate to the national economic task of the
fullest wobilisation smd more raticoal use of the
resources availsdle in that sector, dut to the baphasard
laws of supply and demsnd and the profit arive.

3. The peculiarities of the private sector,
especially the famous “commsrcial secrets”, also make it
difficult for the plamning dodies to obtain full mmd
exact statistical informstion om the state of the
branches and enterprises of that sector, which
considerably narrows down the state's posaibilities in
co-ordinating the use of finamcial rescurces end lsbour,

and planning the compléx use of rew materisls,
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components, social services, etc.

An especially acute problem irc plannlng the
activicties of the private sector arises during the
fulfilment of tue plan or progremme drawn up for it. The
planning principle and the principle of private
enterprise contradict each other. This is evident in
the failure of private business to adhere to time
periods, rates and scales of establishing and developing
various types of production, since it ad,usts itself
mainly to current deaand.

For that reason the state is compelled ‘aonti.-es to
depart from its industrialisation progrsmme and, under
pressure from the private sector, submit tc the market
mechanisa and essure private business of big profits by
its prices policy.

4, Besides, in compiling plans and prosrammes for
developing brenches and fulfilling various projects, all
the countries are faced with such difficulties a3 lack
of experience iv drawing up plans and control over their
fulfilment, lack of skilled ﬁationul spicialists and

scarcity of economic imformation, and “he narrowness of
the financial dasis.

>
i

However, recently, as these obstacles are being

overcoms, efiorts in national economic plaaniog have

been producing ever greater results. In drawing up plamns,
more attention is paid to complex planning, co-ardination
of the rates md proportions of development of different




branches, and financial and natural indicrtors of branch
and enterprise activities. The ways end means of °
ensuring the fulfilment of planned tasiks are Cclearly
outlined, and the foreign-exchange, financial, tariff
and trade policies, designed to regulate the private
sector, become more definite and consistent.

D. 1. State economic activities in the developing
countries cannot be confined to various measures in
mobilising national resources and sttracting loans for
development purposes, planning their more rational use,
and controlling and regulating the natiomal econony., The
state sector, established in the economy of many
developing countries, became thq most igmportant forr
of state participation in industrial develcpment.
Covering large-scale jindustry, tramsport. power industry,
finances, trade, etc., it can play, and in a number of
countries does play, a decisive part in sccnomic
developwent and in implementing the state policy of
industrialisation. The state's main task in developing

that sector is to establish highly productive up-to~-date

enterprises in the new construction, in industiry and the
infrastructure, which in the end will ersure rhe
diversification of the cconomic structure of tue
developing countries., Such construction is uncertexep
by the =tate itself, as that calls for lavge icug~-tersm
capital inver<merts, morilicati.n of materis™ ¢ curcee

&nd TWBOCCLeI. ANl ETISBITICL (. IlTelL D euna o au ..
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tschnical experisnce. Concentration of means &l
resources is @ essential condition for establishing
modern production. The building of large industrial
enterprises snd producstion complexes in the state sector
1s the most proper and fastest way of achisving this
condision.

Bow dranches md enterprises bdeing established in
the stete sector cam becoms the outposts and ~trategioc
stroagpeints of industrislisstion ia owvercoaing eoonocmio
backwardness; thsy axe the material basis ?or state
control ¢f accumulation sd distridbution of rescurces.

2. The scales, msthods and results of dsvelopment
of the state sectar d&iffer from country to country, Bwy
are detezmined Ly the existing soclio-ecomomis oconditions
end the economis policy pursued by the govermments of
those countriss, Im couniries like India, Pakisten md
Turkey, for example, the state sector is established
alncst entirely through the comstruction of new
enterprises; im the U.A R end soms other Africam
oountriss, the astionalisstion of existing eaverprises
was just es isportant es the building of new ones, while
15 eountries lilm Bursa, Hria md Algeria, for exmmple,
the basis of the stats sector is the natiocmalisetion of
wranches a0 plants and their sudesquent modernisatioa,

3. T most important indicator of the &irectioa
of the state yoliay of industrialisstion is the rates




of yrowth c’ new state capital invectmenis in industry
and the infrastructure, increase in their share of general
investment, treir sectoral distribution and, finally, the
proportions directed intc the stat: or the private sector.

At present, it nas become a typical trend in most
of the Asian, ifrican and latin-icerican countries to
increase the volume of the state resources directed into
industry, their share of general investment, snd the
resources directed into the state sector, However, this
general trend is implemented in various ways and has
different results in different countries,

Thus, in the U,A.R., Burma and Byria, for example,
the means for the develcpment of factory-and-works
industry and the infrestructure are directed mainly irto

the state csector, The state in these countries has

concentrated all the basic production capacities in its

own hands. In 1964-65, the share of the state sector in

industrial production comprised more than 90 per cent in

the U.A.R., 80-85 per cent 'u 8yria, and spproximately

70 per cem$ 1in Burad, s
4. I» mmy comtries with & aized rcomomy, the stete

also directly perticipates in industrial productios amd

in the development of the infrastructure. It gives

financial luppcn'-t to private onterprise os well as

fingnces the bdbuilding of various onterprisn in the state

sector.




The bulk of state capital ’mvestunté in these
countries is directed into brsnches providing goods and
services for production (metal, some types of equipment,

electric power, fuel, transport and communications,
etc.). These branches are characterised by high capital-
-intensiveness and low capital turnover. at the first
stege of dsvelopment, they cannot raspidly yield large
profits. That is why private capital does not usually
participate in their initial formation, preferring to
astadblish and expand enterprises working on the basis
of products from the state sector. Hon'nr,. when the
$tate enterprises in thess branches begin to pay,
private businessmen demand that they be transferred
into the private sector or be canverted into mixed
enterprises.

5. With the expssion and the strengthening of the
state uctor,'such "privatisation™ of new state
enterprires is on the incresse in the countries with a
mixed economy, In a number of countries (Pakistem,
Turkey, the Philippines, etc.) it is reflected in
official government atatomnt'a oD state eoonomic pol‘cy,
snd is supported and encouréged by the Export-Import
Bank, the International Financial Corporation, snd
other financi~) agencies of foreign monopolies., At
present, "privatising” profitable state emterprises or
“privatising” earlisr nationalised enterprises, which
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became profitable after the state's adcditional cepitu.
investments, is practised in many Latin-imerican
countried, Pakietan, Turkey, the Philippires, Iran, snd
Thalland, T:is 1s leading tc & relative contrection of
the state sector, to a reduction in the possibilities
¢f new state comstruction in the general national
ipterest, and to the fact that the state is be ing
deprived of such luvers of economic regulation, as direct
ownership and control of & certain part of the national
product, which is of great importance for influencing
the whole process of industrialisation, the process of

cice formation, etc.
E. 1. As the state sector and its share in the

economy increase greater importance is assumed by

Qperations connected with its efficiency and
nansgenent, The successful development of the state
sector depends not only on the increase of material
snd financial resources which the state chamnels into
this sector. The criteria of macro- and micro-
~-profitability become most important indicators of the
activity of the state sector in contemporary comditions.
Theretore a concrete snalysis of general a: ~ell as of
specific factors determining the proiitadbility of the
stne. sector as & whole snd of separate state
enterprises is to become a priority in all countries.
2. ‘ihere are geveral sides to the prodblem of the
profitability o1 the state sector and its separate

enterprises. The profitability of .tbc state sector as
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a vhole cust be concicdered first, in the scnse of the
way in vhick it vill affect the develcpment of the
whole nationol economy and second, in the sense of the
apount of income it produces, what 1%t contrioutes

£inancially to the increuse of the national tncome,

(or on the contrary, in the sense of its
unprofitability, when expenditure on its development
during a definite period of time is not made good and
s0 becomes a deduction from the national income for
that period).

The profitability of the stave sector is broadly
determined by the results of the esconomic activity of
all state enterprises, the produce of which (e.8.
metals, chemical raw materials, fusl, electric power,
building materials, transport smd comaunications, etc.)
is indispensable to the diversification of social
production and the acceleration of economic growth,
i.e., i1t is determined by the aatural ferm of the
goods end services produoed im the shate sector,

In mamy drnlqpuc oeuntries the bulk of ltlﬁ‘
capital investmsnts is chemnelled into thon ry -
dranches of the mtutm nq Wt.ﬂ
necessary for structural chemges sd ﬂnoh are noved
for their high cspital-imtensity, protracted pey=ott
smd technical difficulties of constructioa, sbese=-~e
of m adequate outlet md & number of other fectors.
It is just these featwres which destermine the
unpmﬁt.abniw of many Dew etate enterprises or thelr




low profitability in the preliminary stage which msy
be protracted over sevaral years. Because profit-
-making radically conditions +he activity of the
cspitelists, tbey do pot readily participate in the
devslopment of these bramches, in ey case pot in the
preliminary stage, the dov_olopnn% of these bremches is
shifted on to the stabte and p,-oooods in the state

sector.

Oonoerning the criteria of the profitadility of
the state sector, it should be borne in mind that it 1s
its bramch structure that determines 1ts national-
-economic profitability or macro-profitability as it is
known in economic literature. o |

~ 3, However, this does not dispose of the problen
of the proﬁ.tnbnity of the state sector,’ 1.0.. the
problem of the protitﬁuiv of the state ucm in the
parrow sense of the word. Im our view, this problea
cem be reduced to a correlation between income-produciuog
(profitable) ontorprma in the state sector--those
which have ulrow assimilatedq the vechnology snd
orgmisation of produotlon end have & ltwh narket for
their produce with prices ensuring a d.ﬂ.nito rate of
profit--and those which are at & stege of incomplete
construction or where production is still ingsufficiently
orgsnised. In mmy ocountries th-';rovth of new
construction snd the increase in the pusber of state ;

enterprises requiring governmsnt fin@ncial support will
not only swallow up the income of profitable state



anterprises bHut require the expenditure of state

resources from other sources (loams, taxes, etc.). The
wvhole problem here obviously lies in determining emnd

maintaining corresponding rational interrelations, from
the point of viei of the wbole national economy, btetween
the already profitahle and still unprofitable state
enterprrises. The broadjer the state sector, the easier
it is to fix and achieve optimum proportions. The
formulation of criteria to determine the proportions of
state capital investment with different periods of pay-
-of? is to becoms an imporfmt integral par‘;‘of planing,
4. Tne solution to this problem 13‘ being sought
along various lines in countries which have already
soclalised the btasic meams of production and are
deve loping factory;lnd-'orks indqustry primarily in the
state sector and in countries where the state sector is
cnly developing new forms of production and services,
leaving chanels open for private enterprise in other
branches of production. In coumtries where the whole
incoms obtained in industry remains in the state sector
the general profitability of the state sector increases
with the growth in the nurber cf profitable state
enterprises as new forms of production are established.
It gradually becomes an important source of broadening
the material and financial basis of the state econonic
activity, the source for the growth of accumulation,

Having at its disposal procduce of a productive nature
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which has been manufuctured in the stite ce-tor, the
state, among other things, is in a pcuition to modify
Priceg on this produce ir t™e intereste ¢, <he azceieruced
development of tbe most i{mportant brarches ol tle
national economy., Drawing on the increasing inccmes

of profitable state enterprises, the governazent cam
determine the direction, proporti:ons aud growth rates
of new construction in the state sector and plan the
modernisation and expansion of existing enterprises.
Together with this, it is necessary to co-ordinate the
rates of accumulation and increase in that part of state
resources, which is allocated for various forms of
social security.

5. In countries where the development of industry
proc;ods in state and private sectors or primarily in
the private sector, the problem of maintaining definite
proportions between profitable and unprofiteble
enterprises appears in a different light. Consequently,

the problem of financing state enter rises is solved
in 4 different way.

In these countries there is a growing tendency to
withdraw a part of the income, created in ths state
sector by profitsble enterprises, and to usze these
resources to raise the profitableness of private
enterprises, This is carried out in the form of direc”
state financing of the private sector; in the form of
fixing such a level of prices on the output of state
enterprises as will make them unprofitable and will
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at the same time raise the profitebility of private
enterprives wbich use this output; in the form of
transfer ¢ prolitabla state enterprises to the private
sectar. Ia this way the possibility for the state sector
to asccwmilate resources smd finemce its own neseds is
consideredly limited. In such s situation the state
sector receives mi will receive the necessary resources
chisfly from grewing taxes and lomms. The resources
assirmed ‘a ﬁu\m So private eatreprencsurs are used
for developing industyir in the private secvor. This
leads to a relative sarrowing down of the possibilities
for the speedy dsvelopment of the bramches which are
most important at a given stage of industrialisation,
md ispedss purpoweful planning snd the crestion of
cptt--yi-opatnm in the national economy (smd in
adustry in particular). Thsse propartions sre largely
determined by the free play of aarket elemsnss and the
state triss only to modify thea acoording to the aims
of industriaslisstion. The opporwunities of the state
to ocontrol the whole process of industrial development
are thus more limited.

6. The profitability of the state sector ss a
whole is naturally determined by the profitsdbility of
separate state enterprises. At the present tims a great
Busber of state enterprises in development countries
are either operating at a loss, or the profit rate is
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corsiderably lower than the uverage in the country and
lower then in similar enterprises in other countrises.
Tis is primarily the result of tne backwarinzss of
the econoxy: @& lack of finsncial rescurces, oaterialsn,
skilled specialists md technical experience for repid
building and full utilisation of Dew production
capacitiss, Under these conditions tbe inevitable
protraction of construction periods snd of the full
utilisstion of production cepacities at new enterprises
{ncreases expenditure rates and the period of their
peay-off. A good 1llustratiom of this is provided by
the U.8.A., for example, where installstion periods for
aversge industrial enterprises comprise nct more tham
6 months, large ones—l1 year, rarely ye ﬁno. whereas
in dsveloping countries they are 3 to 5 times greater.
In tbe course of general industrial developmsnt this
g vill paturally be closed mere amd wire, The pay-off
of expenditure snd the profitable operaticn of state
; snterprises will de accelerated, However, spart froa
suck cbjective conditions there are & whole row of
fectors dependsnt on the economis policy of &
governmnt and which bhave & specific natiomal colour ing .
7. Opsration below production cepacities, which is
charscteristic of meny staste enterprises, is ome of the
ressons for their unprofitadbility or low profitebllity.
" fhis is frequently due to difficulties in the supply




of raw vatertals, coapcnerts and spare parts etc., and
4180 10 the narrowme:s of the internel market anc the
sopo3sioility on it 1culty in selling procuce or the
Crac nerket, Ao enterpries coeTuting 0-50 per cent
v. lls niunged vroduction apacity .annot oe pro:itacle,
anl .o .evelopins countries tals is a common occurrence,
AZ .iyortapt rule in effectin, a ~hange in such a
<.%.ation is %0 ve played oy state planning carefully
dstermining optimum dimensions for this or that
‘nterprise witt due account of available labour and I aw-
material resources and domestic and foreign market

scitions ror its produce.

o

. 1In selecting en optimum proi:iction capaclty
6l an enveryiice it is escential to consider the
“ecbnical and economic irdicators of its work which
iniiscutably reflect the advanta es of lar.e-scale
‘erial proauction., 1In many developing countries whols
-+ of conuitions are lacking which are necessary tfor
-reating epterprises with modern optimum technical amd
economic indicators. Tue protlem cem be solved by
reglonal coliaboration witr other countries with a
view to finding supplementary marketing possibilities
for a given enterprise and for expanding ils rew- |
-materials supply. |

9. Ao important fector governing the profitability
of any state enterprise is the level of prices on its

produce or services. If state enterprises in any
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oranches of tie =:oucny pro.oninsate, tne L.t ac Yre
opportunity of modifying in one &y or arotu - the
market mec cnisn of vrice-filxing on their cu- ut, In
many developing countries ie »ol.cr of uniersellins
the output ol ctate c¢niferprises whnich proauces rocae
and services of a nroductive nature is vecoming fairly
widespread, This poiicy is dicteated in some ~aces by
the necessity to stimulate growth amd accurulestion

in other branches of the state sector which use their
output and services (for iretance, the recuctiocan of
prices on fuel, electric power, ra+:1g, etn,, dr ameey
to speed up the development of tne engineeriny and
chenical industry, or reduce the coct of bullfmg).
Here there is ar increase in the prcfitarilit- of some
cstate enterprises at the expense of others. In this
way, the national economic profitapility of the state
sector &8 & whole increaces and so do the rates of
accumulation.

10, It is a different ctate of affaire wher, under
pressure from the private sector, the stute r.d.ces
prices on the production and services of its cwrL
enterprises and so doing creates possibiliiies :or the
further enrichment of private entrepreneurs., That .ind
of price policy is effected in a number ¢f countries in

Asia, Africa and particular:y in the countriess c*

Latin america. . typical :llurtration of this

situation is urovided by 'he ristorical aevciopment of




-a-

the major branch of the state sector in Mexico--the oil
industry. After nationalisation in 1938 the low prices
which were fixed on its production were the source of
serious finsn:ial difiiculties experienced by the

state company Pemex. Ouly after soms incresse in

price in 1958 did the company decoms profitabls md did
{t bave ths opportunity to acoelerate its expmsiocn, A
few dosen private plants for synthetic chemicals bhave
noa been built on the basis of this state ocompany's
sroductiom. All of them are nighly profitable, which
is to a great extent attributeble to the low level of
prices on state rew materisls and semi-finished products
which they consume.

From the point of view of raising the
profitability of the state sector smd incressing
accumulation rates, it is advissble to establish the
whole complex of enterprises within the state sector—
those which produce &s well as those which consume
goods of a productive nature(in the sbove-asntioned
example, those producing oil-products ad the
enterprises mmufacturing syntbetic chemical;) , so that
ths low profitability of soms would be offset by the
high profitability of others. In this way the
conditions for the self-finmcing of & givea complex
of enterprises would bde established,

1. Governmsmnts of developing countries must foocus




their sttention on questions of regulating prices on
the production of state enterprises. Prices are that
very mechanism by means of wi.ich surplus-value 18
diverted rrom the state sector to the privata. Along
this line tig private entrepreneurs Aare exerting the
severest pressure on leaders of tre state sactor.

12. The organisation of nu;ago-nt ami control
over the state sector as & whole as well as its
separste enterprises has primary importunce in
incressing the profitsbility of state enterprises. In
many countries the situation in this respect is far
from favoursble. A keem lack of skilled amd
experienced specialists with technical-economical
training askes itself felt. Bpecialists for
administration of the state sector and its enterprises
are chiafly former mamagers of private enterprises,
government officials and foreign specialists.
Cepitalists show interest in participating in the
management of the state ssctor. The situation in the
state sector is complicated by the fact that
entrepreneurs win over speciulists, trained on state
funds, to the private sector by offering them better
working conditions.

In countries where the private sector hes beeam
sbolished or considermbly weakened, its former
representatives are similarly often enlisted for
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napagenent of state enterprises. 4s a result of this
such people are &8s & rule most experienced in business
arfairs but are unsble to menage enterprises in the
interests of the state becauce they preserve ‘lhe
psycholo.y of privete-property owners and try to
accumuiate considerable personal sums in state service.
They are orten inclined to irresponsibility and lisble
to corruption. This adverse circumstance hinders the
rational organisation of production,

13. The problem of specialists in the state
sector calls for an urgent solution., The efficlency
of 1its development end the prcfitability of state
enterprises depends to & great extent on this, It can
be solved through accelerating the training of national
‘:.echnical’ enzineering and scientific specialists at home
end asbroad, riglid state control over thelr use,
Armocratisation of managewment, consistent implementation
of{ the priunciple of wc;rkers' participation in the
nsnagement of enterprises, the establishment of amn
effective national control over formulation and execution
of production plams and progranmes, the introduction
of various forms of accowits end control over the
administrative apparstus by the worzing masses,

In & number of countries the first more or less
successful steps in this direction have been takxon, In
many enterprises in Burma, Syrias, Algeria, the U,.A.R.
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and a few other countries, workers councils which take
part in menagement have been set up. Some experiemce
has bLeen gained in the creation of self-nanaging
enterprises controlled by ‘Comn* tteces of Self-
-nanegement'.

The factors governing .he srofitability of state
arterprises are not limited %o thone cited above,
Every country, every branch, and separate anterprise
has 4its own peculiarities which in one w&y or snother
affect the level of profitablility both of the separate
enterprises snd of the state sector as & whols. The
acceleration of the process of industrialisation, the
success of state policy aimed at 1its fulfilesnt axre to
a‘ great extent determined by the most rational
combinstion of the criteria of mairo- and xicro-
-profitability in the development of the state sector
in the economy of the developing oountries,
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1. Industrialization, from the occialist point of view, although many-faceted, is at
the same time a single process of evolution of the economic and social structure of a
country that results in a~ccelerition of industrial development through increased pro-
ductivity of labour, History of the economie development of countries shows that in—
dustrialization is a necessary stage of economic growth,. In the course of industriali~
zation, changes take place in the relative importance of industry, agriculture and
infra-structure of the national economy. This results in mechanization of production,
greater utilization of technical and scientifie achievements, increase in the propor-
tion of large-scale enterprises and other changes. The process of industrialization
in developing countries requires several stages from the quantitative increase of in-
dustrial output and develcpment of infra-structire through qualitative changes in the

national economy and in social and international relations.

2. In the process of industrialization the State must intervene in the economic
development of developing ccuntries. This is necessary because the State must break
up the economic structure inherited from colonial times, ensure co-ordination at each
stage of development and maintain certain ratios and optimal rates of development.

The most important function of the State is to draw up "a strategy of industrialization”
i.e. an economic policy that indicates specific objectives and the methods to achieve
them, The State must mobilize and bring into productive u:z the unused potential of
resources in the traditional sector of the economy of developing countries which con-
sists of a multitude of amall and medium—size enterprises and peasant farms that
occupy an overwhelming majority of the active population (60-90 per cent or more).
Attention should be given to such problems as training of personnel, raising technical
proficiency to medium or higher levels and promotion of science. It is only the State
that can achieve swift progress in these fields., Elimination of the balance of pay-
ments deflcit by developing national production of substitutes for imported goods or
by increasing exports is part of the objective of the "strategy of industrialization'.

3. Planning is one of the most important tools in implementing the State policy of
industrialization. Today the State drafts plans for five, six, or seven and sometimes
ten years as well as annual plans for the current fiscal year, taking the objectives
of industrialization as guidelines., Economic programming and planning has become a
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ma jor part of the economic activities of the State., The existence of both public ard
private sectors, lack of experience in drawing up plans, improper supervision of ime
plementation, and inadequate financial resources create serious difficulties for devil~’
oping countries. Nevertheless, in spite of these obstacles, which afe being overcoms

gradually, national economic planning is making progress.

Le The public sector created in the economy of many developing countries has become
an important form of participation by the State in industrial development. Within the
public sector may be found large-scale industry, transportation, power, finance and
commerce. The State endeavours to build modern, highly productive enterprises and
invests heavily in the infra-structure to make new industries and enterprises the cor-
nerstones of industrialization. The pattern for setting up the public sector takes
different forms in various countries. In one group of countries it is achieved by
increasing state investment and nationalization of existing enterprises, in other
countries by nationalization of whole tranches of industry and individual enterprises
and their subsequent modernization. In some countries with mixed economies the State
participates directly in financing capital-intersive enterprises and enterprises that
- are part of the infra-structure. shen these enterprises begin to work at a profit,
the State enlists the participation of private capital; im this way mixed enterprises

are created.

5e As the public sector grows and its relative importance in the economy increau/,‘
its profitability and the profitability of its individual enterprices becomes a prob-
lem, Profitability of the public sector should be viewed from various angles. Of

most importance is the influence cf the public sector on the development of the national
economy as a whole whether it works at a profit or at a loss. An answer to this ques~
tion is provided by the results of the economic activities of all state enterprises
combined. There may be various ways of estimating profitability and evolving criteria
for the optimal periods of capital return. in countries in which all revenue remains
in the public sector, profitability gradually beoomes a major source for extending the
terial and financial basis of the State's sconomic activities. lA countries in which
industrial development takes place both in the public Ad private sector or, predomi~
nantly, in the private sector, the problem of profitability is solved in a different
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way. .hen industrial development is predominuntly in the private sector, the sources
of accumulition and self-financing of the public sector are very limited. The State
obtains the finince it needs by increasing taXes and by bond issues, whereas profits
turned over %o private business are used by them to develop industry in the private
sectors The profitability of the public sector as a whole is determined by that of
individual state enterprises, many of which are unprofitable in developing countries.
There are many reasons for this, such as long construction periods, long periods before
new production begins, scarcity of skilled labour, and lack of experienced management
personnel. Another contributing factor is that some enterprises do not work at full
capacity. State planning must be a major instrument to rectify this situation. The
prioce level is an important factor that determines profitability. Some countries
deliberstely reduoe prices of certain commodities that are produced by state enter-
prises. This policy is dictated by the need to stimulate production and to accumulate
resources in other branches of the public sector that use the products and services of
these enterprises. This policy, however, creates opportunities for profit-making by
private entrepreneurs who buy products at low prices. The attention of governments
should be focused on the problem of pri es. Management and administration of state
enterprises and personnel problems should be given close attention if profit from
state enterprises is to increase. In some countries effective measures have been taken
to speed up the training of personnel. Concerning the question of profitability of
state enterprises, each country has distinct features which have bearing on the level
of profitability of individual enterprises and on the public sector as a whole,
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