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The tradition of inward-oriented development 

1.       Many generally accepted approaches to eoonomic development are still dominated 
by the ideas and policies that took shape shortly after World War II, when the new 
independence of many fonar colonies, and the a«« pattern of international relations 
that took snap« in the aftermath of the war, raiaed the problem of accelerated economio 
growth of developing oountries to the first rank of international importance. 

2«       fss reality «a» that the developing countries which existed, for consideration 
by theorists and polioy-mekera, up to the early 1950's vers primarily the larger Latin 
American oountries ani those oountries in Asia, including India, Pakistan and Indonesia, 
that had by them achieved national independence.    In LaUn Anerica, it was mainly 
Argentina! Brasil and Mexioo tbmt engaged the attention, and to a lesser extent perhaps 
Colombia, Chile and Peru, In Aria it vas the problems of India, Pakistan and 
Indonesia, followed by «ht Philippinss ant Burma.   In these one might add» in the Middle 
enwa^aap ey»     ~nmssmr   ^pssemp ^P^BT^BJ1   snjae/nej^a   ••^p^B^smtmHm>eB,•s*   eAisBsm*   nBjai»epaP    es^BjmMW^BgB/    essmspmp   ^s^vmmmms'        ^pssmssmw   in* ej    ^pajesa1    a/nsmmY   mpajpa*||HejNB 

Les whioh tended to serre as prototypes for policy formulation. 

3.      It «as raoognised, to be mum» that there ware giant differences in attutale, 
ea^p^^wejBeewBi   najemos»   sa^P'eBHSB ^pear^pnejee'    BP BJB> ww ilesas* ^p V     maye»    ^w ^paaea   aePBP    ^vaasei^' ej     ^P^ ^F ^wse   ^* sa a/eeajpae    masmem ^B*    ^sasjmmwsMSr   majap apajnjmp   ^ptea 

aoumârlaa. —<i oaváAoularly hatwaan the ^»»»*»ja>a of f^eim Ammaftme um êhe orna k**e- maá. ^s^a^^Bamaj^pmF"as>^P'mwaj    manmaat   JHPSMBJP TPajf^a?asjss^Bjeyaassf    ^Sr^s' mrw^w^s^sa)    ornase*    ^p^smaamatmaa)•P^^P^B'   ^waa    emawmj^mi  a^sapmpap>sa^ajajp   ^pme>    e^nn^B   ^•ajsMP   anamw^masj   a^panaa^ 

momt *•!>«• awMiÉüit— an aha ether kämm*   Tat thaor had *i«** im oommon:    that tha tt&okLen ampa^^ana*   B^pBMBpnpme/  ^B^p^|BBp^Tp^pjBjp^p^a»2   ^WBBJ   ^BBBBä   ^ff^'aBea^awe*   -aMajmaaj^Biaj        af^PTP    ^aa^^a^By    ^Beaa^w    ^••mse»   aaa^m    ^^^^^Ba^ea^ee*» aaimmw    w  *^F   ^aa^P ^^apaa'^^Bm' 

tat ej9ejsjmmi0 g#awth IWsJHl he vAeejed ejs e aminly *a^enne1eVeÄpp$eeJEr' foim •» ne a> 

a^mMmmtion et (n) tha dtfaat libati tntt on of mW tonasti n ufoduotlon for ma» iti a tt na: 
a^ÂMsnaâlHlB^^h   aaJh^H   arassi    enUa^^b   enetHfejBMsahânsijBtfk   ^nsa7   almmaj   Mtffeeñafefli   ^ase^sTi    j_^^^u_«_a ^aa^^n   e^tfaen   ^dhada   ^è^sen^Bk^ke^eY^e   ^B^awaanm^aäfc        amnaj 
ajjBnjmB^BjBBti^Bmy   ^amapmy   e¿aa7jp    ^asasap   jBBsy^^^mmm^p^Bmv^Bamj   ^wna   ajiB^^sa1   ^BJBBP^F^^BBF   vam^paa)   ae^^pap' ^prna^p^^ea'   e•e     ^aaaaap   •^B^aBaa^aF^p^BJBJ^^   apBmam*a^paF^psj    wany 

a# htÉnmmvml aaawêe.» imiek ** wmâmmat maamnammmaant of a ^PeW   •# )(^fl|^^pa^aajanr ^ppp^siBaj^BnwS'  ~aaaa¿ajaa^ ^a^ay   ^aajB^ajajiaaajB^p   eenBjB^^BeejBejpseejBeeBBaae>v ^a^a>   ma/ 

JÈk fll^asav .ftma^Bs^Étfk^^^k   t^h^B^ j^^a^BJflBäallB^Bhma   ^_^w^_jÉfegk^^p^K^pv_ ^hna^^aax. ^^^JB    anisas   ^^g_a^.^B^Bi   a^env af tha) 

A 
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the initial imports of capital goods, and for further imports for investment.    On the 
other hand, in the oase of new output producing no direct savings of foreign exchange, 
the solution might be more difficult and roundabout:    it would require an increase in 
the savings ratio, and the devising of means, suoh as possibly currency devaluation, to 
oonvert the savings obtained into er ports or reduction of imports.   Nevertheless, the 
beliof was that if only an initial   Jupetus could be given to the developing economy, 
the over-all level of productivity would ultimately be raised so much that the necessary 
savings could be realised without having to out into existing levels of consumption. 
Both processes would of oourse be facilitated by the availability of foreign exohange 
reserves, by foreign grants and lor^-term loans, and by privai« investment from abroad. 

5. Ibus, there seemed to be no reason to suppose that the typioally large developing 
countries, as visualised twenty or fifteen years ago, could be unable to realise 
sufficient «min* i» productivity and in savings oapacity so that they might, within a 
reasonable span of time, get over the hump of initial foreign indebtedness and balance 
of payments strains, and thereafter proceed on a steady oourse of self-sustained growth» 
Oiven the initial capacity to import the required capital goods, the application of 
modern scienos and technology, and a «ill to effect the neoessary institutional changes, 
they should be able in time to attain «hat the more advanced countries had achieved 

before then. 

6. atperienoe, however, soon showed that continuad growth within suoh an inward- 
dircoted pattern was by no means automatic   * the early 1950'», this «as dearly 
sellent im latin imerioa, «here the process of industrialisation sad gone a considerable 
«my «âmes «he 1930» s, and «bare the difficulties of further import substitution had 
•Ussrtj bsawm bo be discerned,   some of the reasons for these diffioultios «ill bs 
liiBttmseil Ubar la «mit papen   at tai« point, attention most first bs oravn bo tarn 
fw»re»nMag Obnnfcs that have taken »1M« simoe the «mrly msmVw jaat* «4«b reeoeot 
bo tfc» fmsrmetsrlstios of the «typioal* üM marapa* country. 

ft fe«! of tbs oountrios that hav« aehlsvsd «bai» •mttomal independence in the pis« 
*4rl§aa fiata ars very amali in Was of populatioa, mnd often alto la bans of terri- 
boiy msd tannai roooutoos potential,   further, «bay *•** «*bea mors retmvded la their 

tsialnjpssiit «baa «b« largor oouatries on «blob attention «as j*eviously fouoused. 

"fife 

í'¿k  ?'  Tl. ">' 1 •B*3S-*9iL'-sia.S- >   --• 
•Vf.. •itfMfa-ìv.   , ^ì,ta 
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8.       The sise distribution shown in table 1 illustrates the changes that have taken 
place since 1950 —   the sise cf the average developing country is no« two-thirds 
•nailer» and the median developing oc intry is now only about half as large as those of 
fifteen years ago.   It is of course true that the weight of these numerous small 
countries in the total population of the lees developed part of the world remains 
•mail — less than 7 per cent of the total population» not counting mainland China. 
But it is equally true that the problems of eoonomio development in many respeots does 
not pose Itself, In the international framework, in terms of the number of individuals 
oonoexned, but rather in term« of the nimber of national entities affected,   and in these 
terms, it is relevant that the number of Member States of the United Kations whioh are 
mi—niilj considered as lees developed (exoluding the socialist countries and the poorer 
countries of ferons) has grown from forty-**« m 1990 to eighty-five in 196$, and that 
tb# number of developing countries «1th populations of less than five million (on the 
basis of their 1965 populations)   has increased fron fifteen, or slightly sore than a 
third of this «Nu» tad lees than a Quarter of the entire membership of the Uniti A 
nations» to forty-five - more than half of all developing oountries, and nearly two 

fifths of all oountries. 

fTCMionoy distribution of loss developed oountries,» 
Xesber State» of 4L > United Kations, 1» 1950 and 196}, 

bjr *>pttlatio« in 1965 
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9. The traditional approaches to industrialisation, shaped in accordance with the 

problems posed by larger countries such as India or Pakistan on the one hand, or Brasil 

or Argentina on the other hand, fai into two broad groupai    those which saw the 

maximisation of total or average income as the immediate objective of development, and 

those which accorded priority to the alleviation of the employment probi©** created by 

rapidly growing populations.   Frequently, the two were regarded as complementary if not 

identical.   Whatever the goal that was given first priority, industrialisation »a« 

generally envisaged as oriented predominantly towards the domestio market» and the 

policies concerning income disposition, resouroe allocation, the structure of producta©», 

the choioe of techniques, and industrial organisation, were formulated fresi that point 

of view.   Expansion of exports was often recognised as essential, but it was usually 

considered only from the balance of payments viewpoint, and hardly ever as * eignificant 

part of toe market basis for industrialisation itself.   Exports, accordingly, were 

thought of as either of the more or less traditional type, or as a spillover from import 

substitution and from the over-all rise in the level of domestic productivity in 

general.   Rarely were they considered more than a residual from the development efforts 

directed towards the domestic market, although in spécifie   oases of now industries the 

pressure of practical needs dictated it. 

10. In Latin America, which had started its industrialisation prooeos earlier, 

fesenohantnsnt with the possibilities of sustains« industrialisation afforded by the 

import-substitution and inward-directed pattern of development set in at ma early stamm« 

Xt frenami inoreasingly recognised that the foreign exchange constraint on further 

growth vas much mors persistent than had originally sean thought,   far from auto- 

matically alleviating the balance of payments difficulties, import substitution and ths 

«rest ant indirect UM in import requirements that came in its wake tended to aggravate 

them, and «ma* «*• firm« beUsved to bm a temporary hump appeared more and more to h» 
a ooatinuing obsteole.   At the same Urne, ths opportunities for further investment I» 

isport-displaoing industries seemed to shrink as Uns «sat on« so that growth along 

those Unta began to ra into internal harriers as well. 

A*. 

f '¿^'iv^ft&isdêâiâ *í '      • *ä£u.V, 
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11* Equally, experience soon showed that the hopes placed earlier in the possibilities of 
easing the employment situation through industrialisation had been far too sanguine. Even 
under favourable conditions with respect to the savings rates attainable in practice, the 
domestic accumulation of industrial capital usually fell far short of that needed to 
absorb even the increment to the labour force, let alone that required to do away with 
the open or disguised unemployment in the traditional sectors of the economy«   Conceivably, 
investment could be diluted to the point where sow kind of employment might be found for 
larger numbers, but only at the cost of forgoing all significant productivity gaina«   Ani 
as has been pointed otft, this le not what is wanted, although in theory "any eociety, if 
it eould rid itself of enough teohniqu   and capital, mould keep every one of its ambula- 
tory members fully employed grubbing fir roots and berries".(1* Given the purposes sol 
technical conditions of industrial development and the accepted patterns in whioh it tases 
place, the investment per worker needed, even for the less capital-abeorbim types of 
production of those wfciab still represent s meaningful shift fron traditional to modern 
techniques of production, it mush largor thon Ihst which would be consistent with the 
existing ratee of population growth in relation to too savings ratios that san be attaint* 

la reality. 

12. A simple numerical example may illustrate this point, the relationship between the 
fuU-emmloyment growth rate 0, the savings ratio 3, the import coefficient M, and Ilio 
capital-output ratto 0 amy bs expressed by the famil*r equation 0*6(1 - M)/C. Assuming a 
country with s population of 5 million and s labour forse of 2.5 million, growing at a» 
maro tosa 1.5 por osa» par anana sM a aar. sjgyfe iaooas of $300, tas savings rotos S 
sad the investment par worker J/W Hat evali It «stained with different capital orntpit 
ratios sad import oooffieloate would ha at fellnvs. if toe tata savings ara to create 

for la« enure iaifssnat to Usi lesear faros. 

kx¿*s 
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13. These figures may he compared with the results of some cost estimates for 113 

small-scale industries prepared by the United States Agency for International Develop- 

ment, according to which the fixjd capital   needed to employ an additional worker is on 

the average about $11,000, or $7,700 if the six most capital-absorbing industries in 

this sample are exoluded.(2)   Only about a third of this investment goes for building 

and construction, i.e. predominantly domestic expenditure^    the rest is otuipient, most 

of whieh must be imported.   If these estimates ooae close to representing the teeb- 

nioally given lower limit of capital per worker, then any ¿©sorption of the additional 

labour force is out of reach on any reasonable assumption*.   In this example, even if a 

savi««« ratio of 25 per eent could be attained, it would net be possible to absorb the 

«tire increment to the labour force unless the import coefficient of inveotment west 

reduced considerably. 

14. Given technology as requiring inveatmeat for i«dt»tfial workers of ©ti®» or 

more, the crux of the proMem evidently He. im th. le* investment multiplier which 

character!*«» the developing «©uBtries and wWo* partieularly **»•<*• the** impende«®» 

upon imports for the supply of the capital goods they need for iaduatriaiiiiation.   I« 

the absenoe of ma** capital transfers from abroad, only a reduction of the over-all 

import coefficient through an expansion of domestie income and demand can sumtala the 

investment needed for a substantial aeeorptio« of the additional woikew, within   the 

context of current technology. 

}§*    This reduotion of the over-all import coefficient can oome about either through 

«p«»«4en of exports or through import aulmtttÄttiii, «» iKHfc *»e?«it*   I» «* ***** ** 

the 1MS developed os«^^.t ••* P*^***«**» m**#m* • ******& wêm* of 
.    - **_ -^   ^fc.. a  i • M ••— m.  i MntTM« *• i •tumiàpla^l t em ti fil «eternal tfade had bee« »Milt up *•*©•• ttar ••»•*•* m* * ***•*•*#* wmmçœtmmm 

import substitution, which *mM take advantage of the protection of transportation 

ooat. and tariff«, mm m****®* ** ««* ** &**&* §m * mä*m ** »P** 
ooefficient.   ta «we wmmm, tM» mm* t**Mi-4ft U:W***m rational pattern of 
development. 4» «a» mm HmmmÊ tarisi* i* fü# P*»er, "-•» *•»«•* mmtimmm 
ot ?» balance of pay—to «Mon might ooour bsoauss of risinf import requirements in 
r.«p«t of the i«»e«vme»t i« th» imsm*>m#amm **mmm **» ***** m * tesporary 

/ ••* 
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phenomenon:    as the M» investment bore fruit, doaestio income and demand *ould grow 
•ad would afford new outleti for further investaent, and at the «ana tiae the import 
ooeffioient nould drop.   Ibis noyld go on until to» ©oonoay attained a stage of maturity, 
with full eaplöyaaBt of resources, and with a le*sl of foreign trade diotated by 

eoonoaio ohoioe rather than by teohnioal neoeaaity. 

16.     fais would indeed haw basa the mault, were it no« for the emergence of inoreasing 
obstados te oontinued iaport substitute.   These obstados eren now are not yet widely 

and ftd»piately taker, iato aooount.   The faot ia «hat the opportunities presented If 
the induetriee that could be eetabliahed Miad the protection of high transportation 

ooata and of Miff» aet   «oeeaing a mAfréúmUm *****# gradually beoaae exhausta*. 
As ******* a*wd away froa the acre location-bound tad aiapler i adust rise, tat 

ittoreaae ia iViasstlii output that oould ha obtained fa* § 0mm aaount of inweetaeat 
tanded to fall off.   The resulting lag ## growth of doaestio inooae tad deaand, la 

the incentives aad aaikets for further investment.   At the aaae tiae, 
of tanda betsana the tiaditloaai ejye**a of the lash dewalopad osMatiiaf san\ 

«hi capital goods they naeded aleo freouaatly taaded to deteriorate, thus aakiag «ha 
foreign irithsnjf oonstraint on growth asan aore severe.   §e asa* extent, iapstt 
nubetitution and industrial developaent in «onerai oould sUll ha poshed further 
wnrious measures,    the not effect of these, bower, was generally to ralee tit 
aad social oo.t af industrialisation.   Much of the burden öf these high» **ts «*» U 

he haws If the populaUo« at large, «Ü ih a* *A*M§*ì If t* t*^ 
mi agait strata im tai Had! ti oasi seotoia, 

with analysing ih detail the resacas *r the 

was axanatnd to result froa this lavata   v 

gdsnatod lattaia af iadiaata^a^iatiah hah «silsd to a^wärt*>iht •» naa 

follow a diffsiam path if it U to Im 

Mû* 

feg&SaU^s&v •M-^^XMì 
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The,.technical determinants of development 

18. From the viewpoint of the preeent discussion, it seerao there are two elemente in 

the traditional approach to industrialisation which chiefly account for underrating 

the internal obstacles to growth that arise in an inward-directed »ode of industrials 

ization.    The first ie that, although industrialisation is necessarily an historical 

process, whose shape and course depend on the spécifie circumstances of a given time, 

the concreteness of this historical dimension baa nearly always seen ignored.   Te* in 

analysis and policy formation, parametric changes, union are of the essenoe of history, 

are often assumed away.   She frequent assumption is that all countries »ill, broadly 

speaking, pass through the same stages of grew«! — at moat with variations due to innate 

differences — and all »ill therefore end up, sooner or later, in an ssssmfially 

similar condition, irrespective of when and how they atari.   History, in this view, 

repeats itself ;    the pattern of industriall sation is really timeless, and all countries 

must and will go from youth and immaturity to the stage of maturity.   JUst as the now 

advanced economies have evidently manage!to overeóme thm obstacles in their path of 

development, so will the developing countries be able to achieve a high level of 

industrialization on a similar, even if not always smoete, path of progress. 

19. The second element diverting attention from toe difficulties of industrialisation 

baaed on import substitution is tee belief that, if only impeding traditional insti- 

tutional restraints are dons away wite, growth will take plaoe in a competitive frame* 

woik.   Io account is taken of factors wMsà «àgat, under modern renditions, preclude 

tee emergence of such a compétitive structure,   this implloit or explleit assumption of 

competitive structure is oloeely related to te« e*m«è&ste*i«enl approaob mentioned in tb» 

preoeding paragraph. 

20*     The issus eau be muob olarified if »mjNr ilrrjitmlsmt, instemA ef bei*« étti«** 

fo» tee make of brevity and eimplioity ** slam*- pove**/, is ieoawá at twm tes summlf 

mide and is regarded as oonaisting eesontially of tmelanti mg at teat, mo4se* tesbmlanee 

in archaic eoononio structures.   This is a "dieorete bistoiioal prosees ttMI| 

tee eoonomies that bete already aohleved e high Urna et development bevo «et 

passed",(3) because teat* teohnionl progress was Msentially •ndagenous, «bue tee grewte 

/ »*• 
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of   the less developed countries of today almost wholly depends on foreign technology. 
This approach has the advantage of concentrating attention upon the crucili technical 
déterminante of industria ligation which, being different in different historical 
periods, affect both the form which industrialisation can trice rt any given time and 
the degree to which the newly developing industrial structure can remiin conpetitive, 
and thus maintain the pre-conditions for its continued expansion. 

21-      Modem technique«, on the implanting of which the less developed countries 
sust rely for their industrialisation (given the time span determined by their 
development goals), aro largely incorporated in physical objects — in plants and 
equipasnt.   This equipment is typically imported fron the more advanced countries, 
«her« it is naturally produced, like ell ©t or eoomeditlss, to adaptation to the denrnd 
in the vast internal markets of the advanced countries and to their factor propor- 
tions.   The techniques embodied in this eouipnent largely detersane how v given bosket 
of goods can be produced at any given tima, i.e. what the factor proportions will be, 
and on «hat scale it wt be produced.   In the advanced countries, there is u secular 
tendency for the acales of production to rio« over tima,   tao no« la the seal« of 
pfcysloal output per esttblishaent in the United States nanufaetuiing industry between 
W4    and 1947 waa 15 per cent every five years, or an increaee of three and 0 half 
timos over the entire period, (4)   At the same tima, there have been revolutionary 
changée la the mtthode of »king those producta which nave remained in dasund during 
this period} orsa more Important,,new products, mm ©jielitios, and new designs hovs 

introduced 0» a vast seals« I 
These foetus have s far-reaching influence on the pattern of industrialisation, 

making it vary utioorsifui to the period la which each country begins its industrial 
te •aaormwnss with the differenoee in Um Affi if «hi techniques whiaà 
..—- .*—- ^     A» 1—1,«^ <t*—*•-* Mfi^k.A«B at amveäjmmssm will itfttfffif- J 

USI IS imo sSjapBjSloOJI mm jsmjsmm sao aaemoe ems my ems em^smw^e» • •••••»•P »,,,,—^»F, 

•ITIiiisf wsntrtst mm of Us» IHSSII UT  ornali«?, imftUt smt ts>thiwls of 

fu HI ôMejBolsm» o* emmmmws apssjos DISI SO sms A*mmè mmsmmmsmmws mm» w 
,^-A,, ^ ^bm *»ài»**M^»*Me4«l^ MHummvAsl ama tsoasasal sMllâ* sa wall si ti IpBlO^Pp  Isms    sjHpfP   Wm%mE^^fK^Em^ßmW^mMm\^. "ÄPi^^^sv#«^Sa>  ^P^^p   m^mmmmmsmmsmsBSj^  .ammmmsmsmm^p^ i^empsw    •^^_ 
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of comparative advantage, such an adaptation could be considered as being in line 

with economic rationality. \ 

23. According to this approach, a less developed »«onutv should tailor its techniques 

and its structure of production to its relative factor endowments and to its domeetio 

demand.   If the dependence of industrial growth on imports of capital goods makes it 

necessary to increase exports, then these should also conform to comparatiwe advantage, 

that is t© ••*, they «hould be of the traditional typt« or very close to the« in term» 

of their fnetor utilisation.   fhe dewolsping oountrie«, laoking «kills and being short 

of capital, amilo abundantly endowed with wwteiUed labour ana posoioly with easily 

exploitable natural resources, should — according to this approach — economise en 

«ho scarce resource« and oonoontrato on those goods which make abundant use of un- 

skilled labour and readily available natural resources, both in producing for the 

domestic market and in the «portable output.   In time, the gradual accumulation of 

skills and capital would bring about a shift toward« more advanced types of commodities 

and more sophisticated techniques. 

24. Bven un**? ideal conditions, it 1« doubtful whether these gradual structural 

changes would oome about with the »peed necessary for the actual rat« of growth to be 

oompatible with the aspirations of the developing countries.   In any •*•**, the 

expansibility of the traditional exports of the lea« developed oountriee, whioh 1« a 

pre-condition for their aooelerated growth, i« Hatted and farther restricted by tariff 

and other obstacles placed in «air way, and it thus umahle to provide them with the 

m «**f «M« fot their industrialisation,   »sir production of nou- 

Ltie«, on the other hand, ha. beenpredominaotly geared to the 

seminiti n riiHsl, iisf liiswillr ft11f tf «H  tha rsqnlr«mmnt« of the forlan naiteat« mmmmmmw^p^smm^p- ^mmmmvsmmp^»m|   *ja»»•»  «JBPBW^^^^^P^B?      - — ^ 

u «M ft mm *• m» *» m mtm m mmn mmm mm mmm m mm^ 

^   -—   ^i-i,-, gttmn-it In 1 mài«>• Iil 1 Hit•• i« tfflMlseV an il sunt bn lu a f«n1l«tl« van^ismmjiTajmpBSisi smwawwmw m^F ^•^^^•»••s^'—i^p^*•^ *— »•»  ~—— -•»"   ^~ ••• 
^  «e IUSIOQ»I and » high level of 

umita m* mAà**^L im tima emm*   «mat mVldilnr of Ha» asmssssmt ammand« on wJsallest it 1« mjnxvn me mwsiseves» es» ves» wm**   m^m • w • m • « -— "** 

mala «a ^mmmmwmv/    ^^^F that the Initial leale «hm imduatrial ajqamm^a^a? _ ^smmmv  mmmm^mmm^p^^p^^se^" 
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enough to uroduce adequate end continuing technical ^roi;,re¿.c> vdth & •To^trcsiv.'-i up- 

grading of quality, specif i catione and design, end * ¿;eady reduction of the r*al 

coste of production, of ths _ooùs produced in the iii-tt instance -or tae d-Jitafctic 

market,  to the point ubere they could beoorae .ally competitive *ith these jffcdu ed in 

-m« advanced countries. 

26.     Such an assumption cannot, however, be safely aade irtisn the technical deter- 

minante of industrialisation ars fully taken into account, and unen tiieir impact on 

tìi« competitive etructure is jiirtu its proper nei dit.   Tb* scales of output deterad.»«* 

by the stats of technique, ss ssbodied in the eqaipnent available iron the advanced 

countries, generally i all within the n%s whnre the/ ars large in relation to ut« 

«dating aarkst.   Ite result is that alaost as ¿-en as industria development st. rts 

on any significant soale, ons finds oligopolistic and aonopolistio, in place of 

ooapetitivs, structure*    The scope of this paper doss not pernit a detailed analysis 

of this aspect axospt to note that such foras of industrial organisation possess a 

high dsgrss of structural stability and cannot te regarded merely as tsstbing troubles 

of induatrialisstion. 

27«     fas tendane? towards a non-coapatitiwa structure of industry, arising in -)&rt 

from technological dspsndenos on the aors dsvelopsd countries, restricts the «spanato* 

of the donastlo asrket ¿ad thus the òe-ired progress towards higher productivity.   In 

the oirouastaneef of the developing countries, thsa* aarkst-rsstrioUng sffeots can at 

test te off sat only wary partially through diwrsilicvtion and publie inMsateJs&t, and 

the forasr any 1ft f<** briag about iurthsr loasas in efficiency,   fhs tschnolosiosl 

depsndsnos initially »rss^onsisls for tte non ooapstlti»* industrial structures ¿t tha 

sane tina involala a napsndanoa an insorta.   This has the result that, even if the 

oration sf ooapatition would not tend to nate inva.teent satiate atol* - w, if 
«teas affa«*» nana oouatsraoted by putti« inwsstasat - the donastic «rut «onld ttt* 
t**anA anly fractianally.   tan» progrsss fian assll-asals, hl¿?w»te production te 

and correspondis*;!/ I*** »te* «ate, «si iff» «hostetet %**ñ#m, ^ 
«tedan standard» te «te s******d tactaiauss, ths aasüv c*? ** 
far suaasaatnl asjnvMtta« abroad, «saw* te stjsoteö s* te 

•atente* on a «las ansa* assis, and «te fante suspsrts iste conclu**«,   *» 

•-i • 

i •••*• ü 
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tendency iß for technical backwardness to lead to more technical backwardness and for 

the domestic orientation of industrialisation   to perpetuate itself. 

28.     Nevertheless, if a country had an initial domestic market large enough to sustain 

the introduction of modern, large-scale techniques — possibly wit» modifications of the 

technical ooeffioient to allow for the differences in relativa factor prioes by 

co«parison with those ruling la the countries where these techniques originated — 

together with a substantially competitive struotura, er if it tea an effioient ayate* 

of planning, which would force the adoption of the aoit efficient teohnimtes that the 

market oould sustain, irrespective of thai» affecta OB eaployaemt or aaltet structura, 

or if the public development effort oould effectively reduce tas t*ohniotlly neoeeamry 

dapendanoe upon imports and promote tea indi «ancua development of oapital goods» am 

imitimi orientation towards the domestic markst might aot   preclude steady, self» 

auatained growth,   »ess conditions, diffioult im theaselvee, orna at bast It approached 

only in the Urger mat ami« industrially advanced amoeg *• «*•**«§«*« oouatriee.   Im 

the smmller and poorer oountries, in the pieeenoo of a foreign ar orange eoastraiat om 

growth, induatrialiaation based oa orientation towards the domaaUo market oaanot fea 

expected to lead to signifioant epillovmre of exportatlee.   In faot, the promuotiva 

atruoture often ia mot tima*« evan for the domaaUo market amias« given § high degrae of 

protection egainat foreign ©imaatltlo**   and an induatry «Mah «Mia «Mm protaotion ia 

obvioualy mat competitive abroma. 

Lami/ amali   If aar •earn«** lajfjtottmmt oeanarad with m» eeumtaiaa 

half ajm wax« ooeÄMeWam ma ty^aOsli tasT«»OT« asjam* W raejaav« m 

of tfea pattava «w aaaaaejs^s^sjpHaBwaaji «aat ama ama aaiama va se s^s^pewe   est 

santa if «mia aamsslam ambiai «ili fe* ataalii eat fa» B^asBWHBBt  iPmï   ^aamaasja: ^BmjBmaamsmsajBjF mparw^wsMHF  "^«^s^^^-    w*     w^e^^smw^"^""   -• ^ ~    w 

mm é^^m mmamami ««§4^» Mmfóam^emai* smmV avaâ tfcmsa amma yaHp   ^HmvIllasHE •^mammBBIBBBBll^SB^^  BPaBWPMaanmy»  nsmmapaaa^^MBE^ssjR^^s^si^^^sv  ^e^sjB^pw  ¡y^^ffy   ^p^w *" p       i'jpp^w^p»; 

to-. ^-  * - ut 'hi i   t~y -."   ái_s    If iMIT i M ai mu ili     * • — "•••*- • *-••-•*   Am ^^mM±^jk ^^^_ HS^MBJSM.   ffcmmmit emm^smiB)B»amasama aaammmvaaama am wmiei vssy esvsBejsj»    ^wp^^^g Tp§pf-^ppww^^p^^^» ^^^m^^m^^m-m^ 

^ ——** T* imtniMiì M^MS*»   sisma, am. amamm« s# afaJmmtfMima mat ¡ sm*ssm»Aou wsnnw^ssemis* MBJPWF^^^   ^BH^WWPIPL JJPIW ^^^W^P ^^- ]¡^»^^^»»»^^^w ^•» 
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of planning in aoMtving an «xport-    J 

10.      A« U mil known,  tho davalopin« 
in nrrir^i tatif retamo fro« tradiUonal 
to mom «tant, «anufaoturod good« of a 
diffioulttaa lift otta d&MmMtA aainUr te 
to part, «1MM ara A» to ooJootiTo 
for wir prlMrjr good» •• wall •• •&•»*• 
attortala fot »turai proofeeta and ti 
In part — particularly 1« ragard to 

to trait, of wbioa «or« will 1» «aid 

feat« run into atrioua diffioultioa 

«Sfotta — aainljr primary goods and, 
tal low dograa of fabriotUon.   Thooa 

of obataola« on tha dottai aida. 
•Mb aa tha low inooao «lattici ty of 

, taa aubotitutiot; of 

VffS~9«rt7W*r   W»     •'•^^«awW^Paa* 

gate* — thaw ato artificial 
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òoxt.- tì:e otri-ras ."ifficuì-hies on the demand side, which are partly reflected 

'     -1   to  îa-f, the pr^ositV-r is still some times put forward,  on various groundR» 

n       :á ] :       dev«lopad countries» mi^ht lift the foreign exchange restraint on their 

-   ^rluizatxon b,   exiar.iing their exports of primary goods.    The saute reasoning, 

Jï. the law of comparative advantage, is extended to the so-called resource-based, 

-r "¿-xoMisaing" industries, where the obstacles applying to primary goods on the demand 

aid«   XT» less sover* in feom* respecte although perhaps «ore severe in others. 

.;;       r••:. thif sug¿eution often overlooks the fact that the major problem of the devel- 

.n¿   i-Hintn«'» is c. inornate their export capacity, not to expand exporte from 

.:. -.„i..     ,r. ¿?tiv*» cupa ci •./•    Katural resource« are not factor« of production» hut 

>Uy .fur prior invteStaenta have been nade to make the« accessible.(6) 
!. v--¿vjrts ¿¡a;- i>ometiœek hs.v<? a. very long»  or even infinite economic lifetime, 

-..¡»¿t :r.u.±e sha capital intensity of current produotion may be low, in fact tl.e 

-üv.*totocct-c»utput ratio ¿or primar/ product» ma/ be tery high»   Even in the favourable 

'lifra UTA r.r ¡uineral reóouree» in the unexploited state exist, it will therefore 

:..:v •••.u'\   «'.yital to taake them economically available.   In other werde, considering 

, ••.'...   .-. .j'•>.'-•-;   ¿otcr çr-jpc-rtioni* ¿n* ignoring the demand aide,  the developing countries 

•„•i-.vi. ..  :î-iti-i. .•-*-ive giranti, e in the currtsnt produotion of primary ¿oode provided 

.-.s.. .rr,   u.   -tvvrt i.« alrep.dy made¡    but because of their paucity of capital» 

r',6¿-  .»LU b«î  .\ a «o :¡aiut?.vo disadvantage in devejiopinft them,    .and V    he extent that 

th* rifetur..! rasiuro«. üti'.l have %••> be developed,  toe a*** will be true5 other tbinge 

1«>.:1, .'¡-  ths .r'.ret«äittii industries based upon then* 

;¿.     Äe a*, .«lopi^ rrinMry's shortage of domsetic savings aight not be an ob*ta«3e to 

•v.-- ^..^ÎM-^î, :-.í «aoü n*t>¿r¿l reeource*5 if the cental required could be attract«* 

irm abroa«.   Mut wh foreign inveetaant* i» fiat»*«! resource*, one« d a fteplatabl* 

JF^-sus*, ini*« mobles., o* thai* o.» »htéh are) beyond the eoope of thia papar.   Halase 

%&&>•$ prowl-me- ars silved V actual adjuaaienta of the ioreatos» and «w aevmlopin^ 

JnHWa^rtaa, ti.e foreign in-*«*touM>t say fatala enclavai in the developing oouatriea rather 

è^'ìèa® cas» .¿en^rators of self-aus. tainir^ inâuetriali station. 

/... 
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35. In this respect also, the difference between the lar&e and the email developing 

countries is relevant.    ïhere is no necessary connexion between si~e of population 

and natural resource   endowment, but the investment necessary to develop the existing 

reserves of natural resources is often not only hl&h in relation to out^t, but also 

lumpy because of indivisibilities in production or in ooosaarce.    A oouutry which can 

draw OB the savin** of a lar^a population, eve» if poor, i* better placed to accumulate 

the big lumps of capital required, if it chooses to develop along tbef»e line«, thaa a 

¿o&ller country. 

36. It ia in any ease now widely atraed that, the developing oountrios cannot rely 

on the expansion of primary exports to provide further i*port requirements arising fron 

industrialisation.    In the oa»e of «anufaotured and semi-eMBufaotured «pods, harriers 

on the demand side are foiwidnble, and thiw has ltd to the proposals that the artificial 

restrictions on trade he renovad, or oven that tariff praforonoee be ¿iven to the lee* 

developed countries, so that thay may •»ter tas sauset, o* tan advanced countries with 

just those naBufaotured goods which ava •ndstntly a apillow fron their inport 

substitution. 

37. The question whether the latter olaas of »sports o&a he expanded, and whether the 

access for «« in the potential importing countries OSA be widensd, is a practical one, 

not one of economic reasoning.   If the advanced countries fool pclitioally, sociali/ 

and economically »We and mUling to abandon er reduce the protection of their domestic 

production of good« euch as ts«ttl-f or to «oAfy Act» ***** «****•• *** tf ****** 
discriminating tgml-t prosean«« imports, there would be a nid« fi*d of expansion ft» 

exporta from the developing ooumtriee.   A that« tf the produoers in the advanced 

countries away fro* the- industri.« would no doubt go v-y It* U sllevUting the 

balance of pejtmmt* dim***— *t+»lmé èmloped ocxsntri- before they ttsM 
oome up aaainet tao limi t« **-* by the lew **•*•» tl*rt*tn*y t* dmnand ft» th-t 

§andm-   tel there certainly ft» *m mmmm• ^ ^*** m 

—et prette— of «mm tênmti —natii— tro ly to 

/»** 
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38.     It is not «ven certain that the nere renoval of trade restrictions, or the 

institution of preferences for imports in the advanced countries, would vacate an 

economic space which the developing oountriee could fill.    It is equally possible — 

and there are already indications of such a trend — that theee industries in the advance« 

countries would respond to the shook of exposure to ooapetitive iaports by introducing 

technical innovations, staun as higher levels of mechanisation and autonation.    These 

technique«, of course, could be adopted also by .the lesa developed countries, but they 

are no« so wall placed in this respeot.   Their experts in that ease would ne longer be 

a spillover froa production prinarily feared to their donestic market«, but would be 

baud on a technology essentially dictated by the requirements of oonpetition iß tao 

foreign market, and presumably out of step with the factor endowment« of the lese 

developed eoonoaiee, and the requirement« of th«ir domesUo market.   Sa that oa«e, the 

developing oountries night «en Just as well have produced any other goods which had no 

sisable base in the domeetic market and «bien night have higher inoome elastici ties of 

demaad abroad and meet with favor insUtuUonal barrier« to trade.   Tbl« leads to the 

problems related to the choice of product-mi* and of techniques, and their connexion with 

•*   orientation of inaietrialisation toward« the domestic aft agaiMt tao foreign market. 

39.     The etructure of production, on the moat aggregate level, reflects the ellooetioa 

of resouroes between consumption and investment.   In the developing oountriee, empört« 

•ubatitute for the domestic production of capital goods, la that they acme make it 

poaaiale to «©avert éomeetie marnami« into investments.   Wm «emmmMftm«-mf industria] 

esvelopmemt towards Ha domestio market, waioh bas ia prmotioe mora the «aia mm** of 

growth along ist line of least short- run resistano«, affeots tao structure of my ilmevt «• 

IP two important may«*   l&xmt, it mmt^bml a« s)ttvll|r «Ma jÉSemmS5!« w»mma§ wsjsmmw 

aWj^mcmjni immone levels ejern? «««% «ti*4 ñame *> am«« e^mmma «MPi^mv^ wer ^SWSSP» mm ^^sw§ 

mmt fib« ìB^ÉHMNI for mmvwm wmmw wf mm» fnset «Jsaml tn mm mm^mmj«mm am em» waemwep 

•An*, even after the domes tie deammwl fmr teme» 
in immmme* the •ufplusei wmiem tless iMmmtsi «Jmml^smnam «mm tnt osmw>aftai imto e^pmVia% i»t» 

•reata the oapaoity to import investment goods» eal/ with «rea« iimoulty 

dsumJfPûsm&.   mnñfmw ^SJ^P^P» ^r^pj^     VPP/^P 

/ ̂PMF 
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40»    A second way in which the domestic orientation of industrialization affects the 
productive structure is less obvious, but is nonetheless highly important for the ability 
to expand from exclusively domestic soles into exports.   The domestic market of a 
developing country may tend to become broadly stallar to markets abroad as far as 
composition by commodities is concerned, but «ven when domestic production is not 
artificially shielded, significant differences in the nature of the products, their 
design and velity, are bound to appear.   The requirements of the foreign market are 
everywhere considered more stringent than those of the domestic market.   This applies 
«rem for trade among the developed countries.   Between countries of a similar level of 
income, ana having « high degree of cultural affinity, these differences may be 
relatively minor and nay not affect the basic methods of production.   The disparities 
which exist in this respect between the developing end the advanced countries are 
much greater, and very often involve different techniques of production.   A productive 
structure geared to the requirements of the domestic merket and producing goods 
which are perfectly acceptable there, therefore will often not be able to produce for 
the foreign market without changing its techniques of production, even if the produces 
satisfy essentially similar wants.   A spillover from domestic production into exports 
thus cannot generally be expected to be a simple matter;   on the contrary, the initial 
orientation towards demand conditions at home may make it all the more difficult to 
•apport later.   To sum   up brieflyt   a domestioally oriented productive structure is 
primarily a consumption-oriented productive structure, a system with s built-in low 

rate of investment. 

41.   It is natural te issues that the aimplsr teoimiqttee needed to satisfy the domestic 
merket era easier to learn sad will sema as s stepping atona towards further teoheiaa* 
progress ami riñwamnH s* skills,   «it pesaiMlltr otjwat be excluded, however, 4*at 
tao asqalsttion at tha sUmUr teobnelofy m »wün an inertia a» veeted intareete 

obstacle* **> ts» tfeaalUom to a more a osmi» ana.   In any oaaaf Hat 
# < i stonili i relata as —ah to tao tips of saiimmsst tarttttat 

aa to tea skills bmelvea Hi opsrsttag it,  Marnier, and ufisamiil/ a smallar ette* «tt 

or lass aostly, srpilmman» may suffiaa UtiUsUy 1* ormar ta aummly tha 
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but ií' the goods tint ein be produced with it ire unsuitable fcr export, ^ new productiva 

?et-up with different pLnt end equipment i.uiy be needed for the foreign nurket.    Such 

-.  shift ¡v. y rake prohibitive the coot of shifting into export production.    It might 

be possible for e-ix>rt production to be concentrated in new   firms, emerging on the 

liècrgin of growth, which «rcmld i*dopt the impropriate technicjues.   3ut such e specie« U- 

sttion within the »¿rae industry — with tant firms producing primarily for the domestic 

nu rícete, end others m¿inly for apport ~ will not be practicable In most insttnees, 

rnd would in itiy cite «grin not bs e direct spillover from domestic production in the 
usui'l eons«, 

42«   In so f¿r ¿a teclinioues of production t<rc specific to v otrUin product-mi:', 

orientation towrds t.io dojaestic wirket will thus upke then mors or less in< desjunte 

for the different ind nor« stringent deutnds of the foreign mrrket, either in ton» of 

the best utilisation of t«;e ntrUet possibilities there, or in tero» of the faeton 

effecting quality, or both«   ¿n industriel structure, onco established, is in the 

m tare of tilings long-lived tnd not easily uodif icble;    if it tos been . dt»pted to c 

domestic atrket which differs significantly fresi the demnd chcrvctsristico of the 

foreign aurket, no eubeti'nti&l spillover into exports c.n be ejected.   HÍ3torieul 

couMples to the contrary fron the eirlier dtys of the industri«! revolution ire not 

conclusive since the eirlier technoliüicil conditions of economic devoloptaent end the 

structure of interro Uontl trrde were highly different* 

ii3.   The choice of techniques, when it does net relate to différences in product- 

ndx, involves different methods of producing identioul goods,   J» this senee, it hes v 

close bei-ring eil the set]» of production sad en the level of reel costs,   .dthougii the 
eensjsdity structure of demend hrordlT dstsrwlnss the sjnijsi of nrmlinf î íWI thut, can lut 

odoptsd, there is often o eertnin finge within which tuhntpni em be ïcriod. 

Differencee in relative f.cter prices cut v<rious other factors wiU affect the porti^. 
culrr techniwe chosen, ind, obviously, the higher the protection grinst competition 
thi t * given indttitfar su Inri   the lewsr the •«—•««* leseil «sf effidenev thet —»*. hm ^ w j        i^iMiji. ^.^wjj^ii!:m^        '"Hfi'^BU1 9-     ' # — ip^»M      mmm n i.mm       'w—-*    ^^«wjpm^^mmw    -VpnfP^p^^^WF   -^PSST     ^pj^pe5B»W«WjeflHpmjpr   -IBjBjejBjraP1   vSjSSSBSqBJ -ipe/ 

«ttoinsd.   The kind of cqspeUtion thit cosjss to »ind iiwedi;tely in this »ouvjation 
is thet fresi fa—em. asti net wbieH hiriinimst in—etlr ln«taat.**v a*-» •*    ^-"- ^   ^w «mi-   Mewfjnev «1*«^    «P^BpsjRSfsv^ /PSjBjpsjpp- sj ^Hs^pP"nu4|S#ss|Bf ^pssjsjBjsfjv^MsMSF   #ttW*ji*j|*y W#y   VPB 

the protection of   trvneportetion oosts, tsriffe end « vsriety of subsidies. 

^ VjflpH 

t- f ^rilfrflfr-feaRaiaj' 
-.-.•«i ^JJaAfejegaBHE 
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Such industries «ill by difinition not become competitive in exports unless there are 
factors at work that will gradually bring down the level of real coats. 

44.     In part, the factors making for high-cost production result from the infant statua 
of the new industries, and these might be expeoted to disappear in time)    in part, how- 
ever, they are conneoted with the scale of output, which is closely related to the 
choice of techniques.    Once a given variant of technique is chosen, the scale of output 
is also determined and, thus, market shares are aleo determined.    These are structural, 
long-term faeton which do mot change easily or rapidly, and they ha*s an important 
influence on the degree to which the domeetio market can expand continuously. 

4§.     UM point tea often Weit made that, in general, the markets of the lea* developed 
countries are too small to sustain efficient, large-soale methods of production, so 
that import substitution oraste« a vicioua oirole of small market« enforcing production 
at high oost, and the Utter in turn precluding a widening of the market through export« 
and tinta the ultimate lowering of the ooet loved, through attainment of eoonomiee of 

site.   This is no doubt true an ftor «a it goern, but it fails to explain why the interval 

markets of the developing oountries do net eatpmnd in the course of Urne, as development 
goes on, to the point where they oould sustain the more effioient »snhnlnues that voul« 

make their products competitive abroad. 

46.     Two reasons why «at domeetio market ten Uea developed country tonto only to 
slowly have already been mentioned earliert   on t he eta hand, domeetio i 

inoreaee less than is wejrrmnted by the voli»e of tnfitlnilt «hat in p§Kf on at any 
given tine becauae a lar«e fraotloa of it mm «at» tha fetn of is******   ana on «ha 
other hand, the Introduction of neéatn U ihmaim aniah ai» m WOmm 
/iiaifiMtMt  mmA AiA asm emaaááad im ntmart mmm c*tta\mn«at éaaiáaaá fat flat; ^eW^BlIlN|^pPlM|*^£  IIPIW" •n^PP^an*.   mmnrn^p   ^nmmem^smsepemi ^mpw/ «wssmmemv^ ^^smnsmw ^w^pessjsnmw^evw wemw»»^ *m*m^-    ——¡p- 

^~ _ ^        I»^B>   fsr" M-. ,-u.   • B[l ,       SJ    ^^k^^u^^^^h^^Én^^^Éak     ^fc-â^g^^ÉL^h   ^mank ^ntslan^sminsaai ^HBM^B^^g^mnmme^a^Bmn9a\^ÌttBfem^-slBmlnfBTstBl 
PPPHP9NRP~  wHp   HIPP iPnPPWPH^^W   t^ew^pP^PSI^Wjp   ^l^nt^W   ^^  ^^^^^^^W W^W^f^ay^annv^am^amm^m^pr ^annnmmnnm: 

^# «I^A- edl^am^nmlAmM   a^nrnfl g^^£g^ÉÉ^* JêêÊL Qj^jgL^j^^gmjU&Ûjuj* *Ê&j/Èk  UÈËÊËËÈ- Éft ^fËMNtt ' 
enjf^s^a> «nmjBss'   ^ssmAnmnjn^mw^psBjsjVi^s^p*  ^mw^sRp ^•BJ^P^B^B^B^W^^^P'^I^F ^^mmm _ ^jpp^^^pswsw ^^^^ç^^s^py^p^s^ s^•?- ~ —s^^p^--- 

at« not—m, mm mm mmmmêM^m^^^^»^^^1^ 
uiarwiTniìi itiwA «    A      '^aVA ^mW   â§A^ * % • —«    sjmfmJmì ¿si a^ab   gftt g^nmn%- «nnwhw!  âsmwmwm^smwnM Am^ eammm^iamnBnVnV^fcnm: £^«Jtt«¿ thj^k, ÉMft 
^•^PJnMpHlpPjr   eBpp_!flBllill^WP"   ^Mpiar, «^annmwsmr ^nwg^pn^B^sm^wew^e| '~e^mmmwmnwsF ^nv^smew*' -^sf^^e^mw^^^R. mj^_ ^pw•"^^w^ ^^^» 

M affialnntt «an« 1 Milaf 1 • • miHhi> ainiiliaii ahi ih «*«a»nsji lathifciilfo, fi* 
A kish ienml es? tmesmmnel aifiênammmY«   Ans? afa* inlÉMMh fh* «ntani« «f tj* anjr nmmmmmmjv ^mw^m*Bs^sjsjBWF ^n^anr    'W^e^sMBnjPsnw^^^mws^ j^^^p^p^si3WB^^p^^KpemF^^      JTIJT^^IP' ~^W^^    wt      ^^ *'" • ^^ 

*4MIIÌMMÌf; au tn «Milf law amwm 

r&i 

i-,  %.*     ,-; «^MsÉII IäHI 
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and efficient of those available.    Thus, the   oligopolies of the developing countries may 

be giants in their small domes ti o markets, but at the same time are often pygmies by 

compari eon with their potential competitors in the advanced countries.    In the export 

market, thereiore, they are unlikely to be competitive in terms of their cost l«vtl as 

well as in terms of the other factors deriving from their domestio orientation, me 

mentioned earlier,   furthermore, being dependent on essentially imitative techniques to 

begin with, and being small in absolute terms, they do not — unlike their counterparts 

in the advanoed countries — possess the internal resources to produce further technical 

progress, while at the seme time their relative sice at home gives them m nerke$ position 

which doe« not pit them under constant pressure to do so and whioh impedes the entry of 

others who* if the existing markets had mot already been pre-empted,   mtgrnt have achieved 
a higher level of efficiency. 

48. These tendencies have been pointed oat even in the larger among the developdmg 

ooutttries and, as noted before, there are indioatiome that the «talee} mf output to vfciea 

tee tiHintfjm developed à« the advanoed oouotriee «re adapted tend to rise fairly la&Uly 

over time, eo that the disparity between them and the sise of the marcete im \ 

developed countries increases,   lut evidently, the larger and relatively less 

triee orna suetmin larger soales of output without producing migli degrees of mejfe** 

ition.   Benoe, l* euoh oountriee, the gap between the oost lewml of domeetlo 

•, oompared with «Mir potential oommetitor* abroad is smaller.   Furthermore, 

itety measures which might be taken by «he (Inveì amen! always involve a ooet, i 
* larger oountry 1« better placed to bear theme comte. 

49. ft» difficulties arisim*. from the disparity between the eoulee of output that 
^mmmmmmmmmmtt2^mmt!m?   JmmmWssmUmtfL  Jmmmmt   ftsmem   ám1É_mmmm   ftf    mmeh<mmTmh%ml      ^m^mmml   Aámmt_mmm\_áhawf  #!mme^mk   dmâsk* venmemmemveeVfj^   jmwawmmm V«   «ge»   ^swW   •"»••*   UJ>   èmmmwIW9V|   iRB  wMW^ Wmmm  W 

•f oapitel goods, are, la the nature of the oaee, moet severe in the 

«song- the developlag »mwitrtme.   fterefore, the < _^. ___.._ 

wast oorreepoadinrly it greater, while at the emme Urne a reallaUc appraisal mmtoern it 
Eeoeeeery to rooogniao that fis) petelbllltle* ate mmmller.   In what fui lue», gm altem** • ••-••• mu»i^iuM m iü      w        i'^^i *   ^^^^B^p^pf^ppB»   wew«  ^Bjjgmj^pemmmsvv 

wiU be made to outliae broadly what the gemermi elrmotloa of thee» effort» «** bj»v 

mltmVMjeh it is olearlr reellmed that flawaliiiwieTt  •»•*«  -*—— ^^_ #_ •norp^^a _v «w ^mmt^mmmiff nvMn wB ev^vwwmwewwe BjnmMpmmp sj&eawm ar»m» m 

smd that the Aetna! will ni— ufenÉsá Mué ^iw 4M 

NUMI 

' N9f8s" - 

*. í-Jí. 
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IfrrfQtiPM of m «xport-oriantad Induatriaiiaation .t^n 

50.    Mention «as mad« abov« of the dlffioultiaa fao«d ty the davaloping oountri»a in 
«aqpaiiding thair «ports of priaary products.   On th« supply 8id«f aioilar dlffioultiaa 
«xiat with reepoot to the production of aanl-manufaoturea, in th« cast of the oonveraion 
of priaary produota that are already being exported into «ore highly pxooaaaed good«, 
to ganerally valid argument oan be nade althar in favour of or against such prooe«ein«, 
axoaat to eay that their ooaparatir« adwantaga oannot be «atea for granted aerely oa 
the> ground! that they ara basad on doaeatio raw aateriala.   «moli atage of proceaaing 

Mai« be juagad a« a distinot industry and on ita own merita.   X« «ay well be that 1hin 
i« a aoaparatlv« advantage in produoing and asportiti« th« raw aatarlale, wh«r«aa taa 
na*t atage of fabrication aajr he lata adwanta«ooua than «oae afea* induatry that aar 

at eaaad am iaporWd raw aateriala.   fewtrar, in statili« this, it ahould ta 

**t this panar is «at dealing- vi* artifioial restriction« oa the «ntry of 
highly prooaaaad faga* of iaport geoda fro« tfc» «avaloping ootmwrtes «atoa ara 

implied te «ha «ff«ottv« tariff soaadule« «f th« «or« adfaumd countries. 

51.   Xa «an/ oaaaa, noverar, It i« not tao tetta* «roo—tag «f a priaary product aov 
erportad that ia at issue, hut tea developa*«t of tha raw aateriala aupply together 
Wem tha fabrication stag«,   Ih« larga capital r^ptiraaemta aaa likely aaad far feMlgp 
lavaateeat te «tat* aaaaa baa teta aantioaaA prarteaal/ te tate papar. 

5«.   m » atavi« via«, taara ia m élffaraaae tevraaa va» aawiag af faraiga 
^HHaVHaBBBBBa  asassaalesfv   4B*«BSBB1BBI •KvaavsBssMft  Sas?    aV   ^guMauBjajaja«   «•HBgjHuamáfl|tea«^ttfJpaAi       ^avifav mm^    ^*^a^   ^""^f •' m ^  ^*^m^^m *«*- m^wm^^   »i «ai     «a> ^s»7   w*a«Y«*jBa^aaa|   ^aa»aw»^Baaaw*^Baapavai aaaaj      «W 

vast tí* l«B*i«m aaateaa» gassitraini aa aanasaa ia a# sseaâ\ jasaaaa • —w     ^e^«F   «?ww'»^aj«ajB9P  wvaa^^a^ajpajaw   '•^a^saav fV9XR«rv   »aa  aaavaFaF^as   «afp  WH   aaaaaaaa  faaaaaaaajp 

gggggft   Éssaga^ki   AEasssssaaEA «ajh^gggtdgg&^aaj^ril^Kte  J^a^g^gà  «agaA ^gaMgggl^^aàr ^aa^ 
v^aaa»    "wflpf^pw   aaaaavavw w  ayaaaaaT^aajr^aaf^paaa*; aaavaaay  t^W ^«MPiPflPlaieT  V|BJPP 

AJ»   ^^^aajMwtHBi ^Ég«m^ljghgaaja a^gpgjga^Ms|^a«j|«m-     <aaaa%  ga^-gafgaa^al ^g* a^g-aa^ «ajál  jfaa^feasataa 

_gj_   ^^gk   ggja^te^^b   Äg^^^   ^«^^^ «^gkfi-fggV   aftateâsvvsBâBaY   MaaaAa*  g^aa^agfA^aaja^ateaaV  ^^   gaa* 
^••K^OT^  ^^^^w^^ ^^^^^sjp^p^s^^^^^    ^^^^saw   •^•^a^aia^^vF^   ^^Ba^a^a^a^a ^pr^^ssar ^^a^pp   ^HBr^aawf   ^aaapa^aaaaaa^^a^aavjspv aaas ^npp 

#B^aja|a^aigsW        JEssst   gaj^^gaaapteà^lk^  ^ft&^&^gl^  jJhgj-u   A^_^gl_^_^_^a^aalaJ^«^fcA^a^á^fcBm^at^fc-   gtta^s«^^iaBaB^«w^«t~^B^Éaa^«^«Baâ>, 4a^sk   jÊËk^^tâ&Êk   M^ 
^a^aa^B^anaia»        *^aa«> ^a«ja«a^B«^Ba^«Ba^  ^g^^gjaay ^gjBf^aa*   ^B^|^pT«7pT«T^Wi|H|^^pnHp^pq|ja^^Bj   ^HPalMalaji^a^P ^Pl^HpfpP^P  wSJP1' iPPWJPa'pÄ   Çaw 

«aa^Km&|b '««••^piygjbä^^^B, ^»•B* ^g^ya^gja^K^t  _^ag^^^^^a «%   jL^^g^^^^Kj^avHB^^ftSE   j^âjatf^â«iia«i   .^aj&    ^^^^^ 

_ _ ««' #K, 

í-V **, 
>w<- !»?»%••  4äÄt» s *i í*"' ,-* 
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thorn* product« which anjoy favourable doaand conditions abroad. 

53,    »is do« not Man that than ia no room for a substantial adaptation of ths 
productiva struoture to tha footer proportions and daoand oonditiona at hoaa.   In any 
«©»toy, toara will always te a larga mm*** of industrias, tha producta of which do not 
normally sntar into international trada.    Ihair products will naturally bo adaptad to 
tha seats of «it dooootio oarkat, and tha ohoioa of taobniaua far thou will also ht 
«lia»*   lot so, howawor, la «host industrias which, tain« ioport substituto«» baione by 
dafinition to tha oata#>rtaa whioh antar tato intawational trada.   Bara a oban* ta 

oriaatatto* will naoaaaarUy produca diffarsacat ta tha ooaoodity oouposition of 
struotozt that ta botaf aat up, Itti ta tanta of tha broad oatatprias of 

ara bata« aro^atai« «i ta ta« «f tit dataUad opacifications of 
as orlootottom of ioouttrisiiootion towards thooa prodotto for «hie 

U rapidly •••Mot usually ooooo that dooostia os**** lb» thou, «hloh ia 
m * tato» tasaos Wool, ta still lis* to* far «to ttat bain«.   Äarafora, lattato of * 
JaflUslft4LahJiaai^aB>   ÉÊ^mm^    ^*- -••      , * a   _     _^  _. _ *_ _ * . ~       ^ _ 
soomvssuonofVuoYsy   auoBsnss MtoflBO_sjfcBjH|A  oatito^Mfeajto^A^^a    Aaoi^hok   ^sasüoao^ssfsao       **..»   ^^^^^»„ä    . ** ___ 

^ ^^^^^^^^^F^^sa^^   B^UP^^UOSB^S*^sjaufaut   WiW    Usas^pasjOf^^ajM|   VHP   toMtsB'oVoFtoSVo   aToso    UBBBV   OOYJ 

•f taftattotel linlijltol, too topo«to iipitoii oust to otoaotol sod ataod at.   m 

mm ialttally pot sua at for toa forai» aotuot logia to 
am o larftr sosia, oat a opUlovsr taü %t 

94»   fe pmiHta, too poo su MI of ooportotloo ood ioport substitution otti «fin hos* 

tü • á*uio*o otioototto» attftuty tailoato itoolf ta torta tooao of 
^^^   ^^puauapaaT^au/.    ^sF^BjBjBjpsjBjBjBjopjo^aj       oaup^sjf^awp   ^PoPVjaoaaao^sajBjBj|   uY^^^p   oaug  -auuvEaaEUYaTC aESBUUon^^BBK^Bsso^aaB 

iBawaawf^aaaaapuam* ramus'   sfOauFV^ao^^ ^Wl|   ^W  uow WsYsfst ofotoPMH^   ••  uoMNstoNPu«   «HoMI    tojofll 

i* aaport om to oaoop tooU oloo ta tot 
' aM~ lato*»    fe sussi ossuto* too* -jsoasutolaOi ôaa> afea aOMl M««a^a ^t« ^ «i a «yiiiL igiiiip p ""••^^^p5    "W^^^^s^wa^      ^^a^a^By    apunB^BBjBaT^gBjBSajt;  oRPOr      »J^|»~   tooJ^^BF-toTP   VOYSYéMHUVV   ^BSBJUMSV   ÉSnSSSSSSYÉ 

o> ooaussa} fMfapajamow us^to* *to*o ÜoMli Mot ôtaoojt ottt oMoh tos? ob 
ÉtojatotaMÉofioa  osus^asssstoasi flato JsssUO£asssto&áu>      ^^a&Á^   ^É^—     *- .   ^ ^ i3te •uma^upr ausavo»   as/ oaiouioli uuoB uto ato djsoowlp 

, so) âlaus» Ofeaa oaaó OSA o^aì^aaaa '«Mah^a wavt aM*a ^»^ ^>a^w ^^^w ^^ww ^aw ^^SBsa^pp sooauo asaa saos 

f^^^^^^^ 
^äj--" 

í .-.- usti 

EU 
;^.-^Á:tas,'..'-.-!••lU^.-a-.-^yaws^ ^. ^^»»^^¡¿¿iigt^a^g-jftv^^Ut-a^A-rtfiB^i'iéf''TÍ-yiiá-'it3¿A-^áat»¿¿ 
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55.   Of «ven greater importance is the choice of technique in so far aa it determine« 
the scale of production.   In order to allow advantages of facto» oosta to express them- 
selves in cost advantages of the final product, and thus beooa» o*apetitive in the 
export market, a technique mist be olesen which is similar to that used hy these com- 
petitors.    Highly different factor priées nay permit some variation, for in order * be 
competitive it may not be necessary to make use of the full differential in faotor 
cosi», and some of its advantage a may be traded off against som« decree of lower «—»nl- 
eal effieUasy.   Vttoin these limits, however, — which mast be evaluated from a lon*- 
ter» viewpoint, taking into aooount possible future ohaagee in faotor oasts and  
technical progress by the competitors—the teohnique and soale »Hi be determined % _ 
cost level that must be attained in order is meet Ime prioes ruling abroad* and mat •/ 
the ooats «Mob oan be sustained in the dosMstlo market. 

a» 54   If there im « substantial diffmremoe 

there is a polioy of reetrioting tmo doaewtle sals« ef am** 

production for the domeetio and the foreifi markets mrnkms it mommlble to remert tm 
differential pricing.   When the dom«e)tio market, at the je**** ri Util amai by the »atas*. 
native imports, ls large enough te paevide a si#iifiosmt summHImatUm of «sport« ir «Jbt 
domes tio consumers of the same pro das ta, tais «fein at? «mm) 1* »aasible ta farai 
advantage ef teohnioal efficiency amd soale, although from a welfare point of ***** it 

«¿m« be preferable to have the tasti of mush «smert -miftir Im» tm> 

ÌC jffi^>''jfefcff?TÍftÍ¿gg1 
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components, production la 1MS exposed to the vagaries of changing testes — whioh «re 

diffioult to follow and even mora difficult to influence fro» a distance — and; by 

comparison with eonsuoers« durables, probably requires a less diversified and oodles 

industrial supporting productive structure,    »ta respect to »emi-oanufaotured raw 

•ateríais, however, the requirements of large «oale «re siUlar, while in regard to 

components ike standard« of quality and precision which must be maintained are visually 

•triot.   Production fo* export in all these linee aust therefore strive te »misase the 

«ftp in techniques and sosie of production as ooapared wit» potential oompetitors. 

9S.   It would sot be realistic to believe that «be developing oo un trie« wit» «el» own 

national resouioes ©f tsnhaoloty and sanageaent ce» e&tet iato the production of the 

©f industry on equal tetas «1« «sete ooapetitor* la the 

Utter a«t by definltio» teohnloally 1 tailing, sai tie beat that 

os» expect to eoeoaplish thamlvia dürfe* thai» eta* at early 
fcrcwtb la to follow ma adept suoeeesfully.   ftevertseleas, It astea a omaHsisblo 

dlfterenee vhelhe* « eowntry taut te attain «a) aost aaweseed tsnhatuuss «fete* ìA 

9^*^» •» «* •bantu wlvaln ft» liai te set by the stilla that are available or can 
be dsveleped «a as fete*«! »art of the industrlalisatie» effort, e» ahatba» a less 

developed oou»*j attoaate, by orientation towers» »lit the eoaaatle aartot wUl tala** 
ate, fa save ea eaaltel la the abaft mm$ to dlaasvss it, et to r—Malte eaaloyaaat 

mmm thai tntbyat, trou** ta» iatjoauotion of inferior —nil«!, aa4 aaaU ^tlv, 

M the rbaaer ease, the nouatay will «taloit ita ob>eUve najsifc»»! fclss ti tha fullest 

^•^^e»§ s»s oseesssi »ss aajoiae ©* tassSbsjaat as» aaals la aseaaassl so? »sa ^eêamai 

a©* 4M IMI tliil ©statate la vsttlaatei, a basis vili ba 

aanabsliss1 at* n sssabsa^»* »A^n.e^^ am «a^^^a ^w^p • •«• « ^| ,^^-. V:^B^©»SSSSSJ ewsassy w asass» 
JSHBaBÌ       jSss&Ji^aMja:     ate Miîi'^iiiii ¿i »  i    i An   ü      -=   =-  ^jfc -J- ^ 

^^w ^»^^^ '^^S^^SBJSSS-SSBBJ»©) sjaj ssjaaj© 

aa a»\ »aB»»a»»ir ' ts> seal 

a# a»»»»eÄ«taa aai «aass^aâ^a»   *# 

_ jP^   ^*   ^awa»»»»BawaaMwja^ asas   L~9Bwawawaaw 
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nature of donatio dem^d do e 8 not reojiire, or oannot sustain, the most effioient tech- 
nique*, «i« industrialisation will resort to otaph^t nethods.   IBM advantage usu* 
Uly olained for lb« use of teohniquee other then the most up-to-date is that they am 
on oapital or r©quir© lee. mil.   feite** of tans© aeeuuptte,». ie neoowarily true fot 
te© eoonoay a. a *t»L, M it should He enphaeieed teat in the osee of an «xport- 
©risnted pattern of induetrialieation, whioh is not restricted by the extent of the 
narket, * higher degro* of epeoialieetion is poeeible.   The différences in the oapeoily 
te absorb teohnique wül» i» other «erte, be refleo ted in te© ohoioe of the goods to be 
9****** and exported, rath«- than in eoquleeoenoo in substantial gap. of tentaolo* and 
ten* Inali aovóse s wide speotruu ©f industries, 

»•   Tbs big* degree of specialisation implied in * HMMMI export orientation of 
industrial dmlopaent undoubtedly oarriee a oonslderable risk, fbr the eoonony as a 
eta« and even ©ore for individual producer*.   *© real alternati**, however, i« »t a 
•ieUlar degree of industrial dmlopaent »tell l©n© rlsfc9 IM te» inoef tenne nf a slosw 
»*te *f iatenteialianteon.   ©tern anon« UM adiwmd ©otetei«©, «s smaller «a©* are neve 
Ispsndent on foreign trade, and the developing oouatrlee a*©»* hope to be an exceptio© 

te tels rule«   Wm ten eoonony M a «tele, ten rink of a big* iip Millenni on exports esn 
be rsduoed by efforts te affili il»Ute ovnr nsjur aajkete. tei sinos tee«» in usuellT e 
©stette* «oste «a «mioh enter Ute any one «**%©* y> foaslbls, tei« will generally require 
* larga* snnls of output team «ould I» rsouirsá «Ite * b igtet dngree ©f ooneanteatte« am 
» fo© ©©»tette,   tbe mduo^jon of rite te tee Indivi tenl #*** sen, up to a lilt, be 

•sbl Mel terniete ©afi««© Mate •# iatetea»Jt% teat ÊÊÊ tettete tep«© ef risk m b©fsea\ .. __ 
tettefm liante» tel« sate navata*» ^m^^t^A - ..-^ 

•\*   atl teBtetesate Ée©)©a# efe^Ê^et ©^A^^M *K^ ^^^^ »* ^-i^g^ _» *.    g-a    >f   tr-ftf- -i && ^•^  ^^ ^^p^^^^p» c^vwv ^aesatt:s
,eeav^w ©s©> say w *•/ ©agapjeJ©j©JI •» test ©sateen©©! aJHaavv' tel 

Jhggäk JÉeâtt.sfc -^fe)i*l.i„     . — .At-, i    MÍ       I lililí i   •"-•     •- -   -dtt Aft     _^ .¿M      Él _t    B.   .—. J Äl^J- A _        J»_ e*~. _i_ 

in en« atapjgejÉeauM or iste g^aMAenrie^ a*««©©©»« ut i^ug^aa ^© ^Mé^M>4. -^^WF-    ^^HRK-   ^iBi^a^r^pBewBBHMppi^wwi^F   ^^eP—   ^ojansswi ~^ssi^s?©ji^i^^^^sj^^^^^^^^^^Bi-~ne^^^s^^^^sj^^^©j^^^^H^©E: a^^^at ^©^^^^^^^^^ene^^ex ^^©^^sr ^a^^^^^^^a^^^^^^^^^^s^^^a ^^ ^=^-     ^^^aBF^^T^!     »"*'••! -=•-« ^-»^      i lean ii^pi -   'w-'m ir^raengapviav  ^s^^^Kspieiei^TapSReiE   Tinaw saena^BBseaF^ajajpf ^SSHP   ^va^BjBjB^sa^BSvsa> nas 

^^^^^^^^- ^^^ ^^^v ^^^^^^^-^^^ ^^^^^^m^^^Msj ^n^H^B^nsÄ^p i^e^ s^najp a^. ^env 
snê. sav© ang^ ©a ^•»^e^i^ âa^ ^g^ ^«^é<^# ^^^     AA **^~- ——^-* *-_      • 
^r» awe e^aw ©r f«r<^awv iW'Stet^eVjPili' ete .tev ©atei *JeaW| 

""        '.^pj|^^' Äfc^g^|g|^^jj^Ä|p ÄteÄjfc^^^^t -aËgeggggfcj^yÉfc gg^^^w^^gv  gw 
"^^pr'^^aj ^a^^*^ "^a^a^eanpr^^e^BesT'^^ ~©^e^s^ps^ejs^a«a^B©^BF~ ^^p^p^^^^ea^s^sjgjgf: ^fsjs^B^B^B^s^gj^ ^i^t ' 

eav' 

/- 

'îV'ïJ 

^^¿^^.^ ^ 
•ì^eaè^asp: 
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quality differences, lut also because the limited size of the market «ffsots these goods 
more than the final product«.    A narrow market for final products represents an even 
more restricted market for the   machines to make them, both in tenas of the scale of 
output in any given line, and in terms of the ranee of the capital goods that can he 

62.   Ike production of ospitai goods, however, play« a special role in the industrial- 
isation prooeee.   fct only are these goods the instrument by which investment cremte« 
aü own markete mad facilitate« sustained growth, but «my ave «Ime the aman breeding 

for am« skills sad the vehicle fct introduction ef new technique«.   X* is often 
that the developing oountrles should sndeavour to develop their own specific 

ana amtvld adapt theme they lena« fana the advanced countries to visir 
Although In the early stages ef development, 

*m MrtBifcjly m dlffl«nlt ii¥iiis1i «aemt* «mm «f «tin «MAMMMI *# 

M manptitien at lamer ted tiihatpii to doasstie oondi tloaa. 

alb   fmmt mwgavtaaam of tan amantas 

immnmiMensUastaMi smmna It «mWhsmnamW li Invila mttsaial ofsorti to ita devsioansnt. ana "•"•- — • ^^ -- •>-       ^ ^   ILULBJI ML "m ^-^"^^m^     ^^    w^ww ^^m   ^pay'^p^^PSHPSiP   ^peespnwv* ^«P    ir    «p WPF   ^sRn?vnpnB«p^nennnnnn vai   enamwa> 

ti i omini the difttonltAai ansuenUisd la this area,   to doasstie aarhet in nearly 

•etnaa taaamajattm lar g ennyjppBtsan emvelejansìt ai* tan ospitai epodi inanetrioi, no 
that m afrbrt at lapoH «psotitnvAe« ami hope for ialini only if it is slattitene«» 

nMe> IMienm^tima évi tat fiMlgP aamtsrt«   At flfnt glano*} asporti of oapital 
ta he «a atenían «mal*   ñas onssmmtlnn ef «smitsl <*^»*» 

na «halla* ef «âs^sh «ña «awilearftttf SBM 

ganAaAsi ant «aâs emanasi hat *A^» at 
«mam*   imt h «amenai Immtl ami nam ammanai «mid« asssm»«na«m* and at ana lent a# «lïiiiisrhi i n«iy,apap^       ^"v ^*   "^i^^sF^^essjr   es9jEaanmi ^e^p   imnmjmE  =^pejenpnjp^a*sat- -anwjpjn^enjp- «wjmv«ejawmsEwnmya»^pn^^ -aammjan ine/nt ^enannj  «pjpjBnFej  wee-  SWwawnajsnrnnjp 

Ate  g^a_——^ ^^^-^-^-^Jft^-^—^gi^^^»,  ^BB^^__^___tt^^L  ^^v^g-ìpw^jfc^^. jggk^KA   algn^uav g\«u^m|n^^ag«m.   ä,  ^^AtA^   ^&^^ML3^^~        jfe 

^^mjr    ^^B^^W*   ^^pi^^^^^wpp^pemj^p^^^pnjsx ^^^^F^p^p^^^Pffpmp^^p^  ^y^y^p^p^p«]mppgp   ^Pjpnjppp^*    ^Bspsenr  «pjpp^p^pjpjpnnspnF  ^^^   ^^^PHPP«'  «p^pensnsnP'   ^P«JB 

• ayjmap» af fa*»»» Jane) tini notât of visa ef ate«*«***/ ef 
^^attvjtt^^^K^|g± jj|^ju^^u    ^^^atjET    J[hjM^hJihk^Hj|^   ^^^^^yÉk    -^hi^ns    ^^Ben^^c^^fet      Jmh^diMt 

ny^^^pp^n^p^ps^p^nppMBjî   TBPPFTP»  ^pnjP^ ,wr ^p^ps^'PsjeenvjF- ^K-^W^P-  ^PC^P/   epjt^p^^p^ppssi   ~^PSSSPPP~ 

Ü»  *aa foMlgii tMil af tAW as**£iataf nenrtnl«» ta aft* lionet, aad with 

•W 

.«•fa si.-./i    -Cj=fj?ar-M. •aja^^ -hi   gift 
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aooerds, by «nd large, with ih. development of their international trad« in pa.t dec- 
ade«,.    Ite great diveraity «a*»«, tea oovalopin« oountrtt., in terme of thai» level, of 
economic d«v.lop«ent, and tea Mall .ite of «any of the., »mMiii should «ake i* 
ponaible «0 re-e.tabli.h a brood« network of Mutual trade.    lb no area doe. thi. «««1 
to be aoro oalled for than In the production «ai trade of capital good..   lurtheraor«, 
$ia* a« it i. a mat« of recoure« fer ta« advanced oountri«« to produce not only UM 

«oat aophiatioatad, but aleo the atepUat, of the capital gooda fbr the developing eoa». 
trlaa, ao ia it a «asta of reamare««, fro« their national as wmU aa froa the interna- 
tional atandpoint, for the« to produce th« «root variety of *apl« tool., ooopooent« «at 
aoo««aoriM whioh aarva M input« for thair 01m production,   ly contrast with «any of 
the final-product indue tri «a, the «cilia and capital good« n—dad to produoe "hin ooa- 
•oditio« ara laaa apaoialicad, and can be «ora «aaily converted fro« one lia« of pro* 
duction «0 another.   The problana oreat«4 by * re-atruoturin« of the international divi- 
aion of labour in th« traditional induatrie«, aueh aa tettola«, in whloh tea laaa 
opa« oountrlea haw« ao far trial to azpand «Mir «sorta» ara likaly to be l«aa 
in «on« of UM «ub-branoha« of th« ospitai apoda industria«« 

©3»   m* evidence available for the dmlopewnt of varioua oate^rie. of .aporta of 
faoturoa froa d*velopinc oountrioa tenda to «how that growth «a«, in foot, 
rapid in the capital apoda induatriea.   In part, tee high ratea of troth revealed by 
date ara ei«ply « reflection of the fact tea« tear started fro« » low baae, but M 

tea inoraaa« «uat alao a« attributed to tea «ore 

jt i« ro«ao«abJLa te ÉtenssB that te« Aeaaaed ÊÈ,m e^nl eel "  ""     ^•^^•i^wi^w^^    *^^^    ^e^e^«^^paw«f    *«teW    V«««r «P«««M«««MB>   4pj9«jnj   ^HeSHpteHaV 

ia «? warned by aar« rational «onatrt.iratHia team teat for mm imniipnH* 
tariff ante» and «teat tenda banim tend «te» tea lite bate« te la tena* tea« fe» nte«a> mm * w *-m '   *^*m_ «>^»_ ^^F _^^w ^H^^I wt ep «p^nr «an« IVI vi««er 

«f tennaport «Mil' ill teatr final tetete i« 
of AM o««BBdit¿' ola««««.   1« adapten«, tai «VAS««*« «a •*«*> «««^ •«*•**     «a. —      r»*w    ••••••! . •• • •«•«•»•9 09- en^RMpa/ w* a«ny «te«* a««««jif pp««)ij ajte^ 

•«Vi  M-átatt j^j^j^i^^^ll^^a^^a        -„^^«f   l^u^gjpjte   anea   A^  g_te«av 
*^^ •   ^^^s^anp^BSflay   '^'^^sss^^egss^najpsj' vs^pnpp   «j«ap««r a«jBjB>v   «*«T   pPRe>   «BBHIf 
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and Boeial profitability in this sector.    If the privat« profitability of the production 
of capital goods is insufficient to call forth enough private enterprise, while fro« the 
social viewpoint they are necessary and ¿Justifiable, «wo there «ay be a «ase for strong 
public support for these industries or for production by the public sector, evi» in an 
eoonooy which i a essentially of a private-enterprise oharaoter. 

67.   Biporte are in  the nature of things more risky than production for the doaestio 
market, which is a sor« fasiliar one and in whioh deaand oan often be manipulated te « 
considerable extent.    Seduction of privat« export risk with «he he¿p of publio sta>»ort 
tes already been aentloned.   But the riskiness of exporte sise hasi-vider rspernussluiis, 
la «te« privava entrepreneur« mi usually be reluctent «s invest in industrie« whioh 
depand for a s*J>r part of their revenue osi «be estenua asxtoet.   In ««ist? to aiîhltn an 
sxport-oriented dlreotloii of it*»trlallamtion, tos IIïIIMSIH say therefore hav» to 
provide relatively ««roa* inosntives to inAuot itrenrajimri to «liiUin vea ***** of 
this kind, at* in aeay ossee «te fevVNM»« ss* eve* k«v* to prise sue» a eireotoon ay 
telrtog to initUte certain industries on Ito o «su   fais Is la aaaltloa to toe 
supporting wtâvttoMi «*tei 0>verna««to IMIISJIIIJ vMsrtosto m «te flsld of 
ttea and develops**«.   I« sjust to recognised ttet pualio sa tossila U 
raises a  toaste* of proslsa» of ito own. 

6B.   The diffioulUee of industrialisation in «te saalle* tevsloping   oo^trlee, es* 
also the bottlsneoks to ftofvter iapor« sttsstltotloa in «as larga* ea» 

save not gone »OOOSä1»«4, of eourse, sad one of the »ala «ays la «tush a solutos« for 
te BSjbas? so«g«« is vistosa« vsflteesl sss^e«es seat aesiesiaBiisi sa* «A^ 

i#to «te* ü auoa of «te aiffiettl«jr lies te tos ss«*l «te» of 
^^ÊUÊÊu^ÊÊkdÊÊU^^LJ^i^^^^^   ««to^SSc   AaSsHBam^h^Bête^^b-A- 

/••i 

'rU€ 

'.t 15,- -, 
*4.r ,--V3t-i», 
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ooour. within that ^   la fot, oo.« of th. .oh*., of ^n* oo-oparotion imolm 
• rtl.tiT.ly «11 au.fe.r of oinmtoiw with «all populea..   Iron if thoy 0« TOOoa... 

fully oo.bia. «A pool thai, rnwwi., »00«.! oo-opowttion piorido. no baaic «Hu«*.»» 
A eta*, in ti» ^.io ortoatotloa «U ttili b. raquis If aorolopaoat i. to go on 
uni^adad.   Although w&mx oo-opototioa oamot ht ooa.i4«.d a. » ««pi.* ato»«*, 
tira te « owt-orioa«* potto» of iwta.triaU.mUon, it is Q#PtÄlnly MpM Ät ^ 

lotto*,   ill th. rUk. «ad difttottltioo inrolrad m oiport-oriontod indu.trioli.ot4o» 
o* ot oon.id*ratly roduood if i« U uadartakaa froo a taoadar bul. than that of «te 
mèli national Mrtct. of m aoajr of today'a IOM dovolopod oountria.. 

59.   &• «mol«.*» fa» «ht forint <Uaouo.io« i. that if th. dovolopin« oountttoo ar. 
to aohiara •» on»*«-*»!««* induatrialloatioa, whiah aio» „.*. ft tmmmto. pattata 
ft» owuriaf if ooatinuod #.»*, fa» roohin« -aou»t mi ho raquirad, ft» «ho 
opiac oountria., in th. aAroifltd oomtrito, «I in in«amatfc>aal oo^pwation. 

Will MfUiM •***• fNOMWM« partiOipOtlOn Ort JUléOBOO.    ft« diffiOUltioO of 
th. aoodoi 090»« oriMtatio« poooihl. «am* IfitiH «OOM, al «hou* a»« 
in «his popo», ota ho NITO* oaly oa «ho OMi. of «Ml 

it*??! 

/• •# '-¿ait 

•v, '¿p r- 
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