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I. troduction

At present the developing countries are faced with the ne-
cessity of seeking a solution to a number of press.ng problems
of which the most serious are their raplidly risin¢ population,
the effort for securing food and enhancing the standard of iiv-
ing. Views on the ways and means o solving these complicated
problems differ in many respects. It is, however, almost gene-
rally recognizecd that the growing requirements of the develop-
ing countries can be ensured permanently only by an essential
rise of the home production. Consequently, the raising of pro-
duction 1s the core of economic policy of the develcping count-
ries. These efforts are manifested by economic development pro-

grammes carried out in almost all develcp.ng countries.

Agricultural production is being raised not only by a
steady extension of the land under cultivation but also by a
more intensified utilization of the lands available. For this
purpose the developing countries are importing growing quan-
tities of fertilizers, encouraging at the same time a wider
use of machines in agriculture and adopting measures for pro-

moting | .y utooo bttt

Industrialization 1s of utmost significance in the process
of all-round economic development. The primary function of in-
dustrial production 1s to extend the home market, especially as
regards consumer gocds, and in the more advanced developing

countries to supply machinery and equipment which raise the




ghare of industrial production in the latter’s accumulation,
Industrialization entails high expenditures for the develop-
ing countries. In spite of the share of investments in the
gross national product averaging some 12 - 21 per cent, the
home financial resources do not suffice to meet the require-
ments of economic development and the developing countries

are compelled to seek foreign aid.

The process of industrialization, which is the main
feature of current development in the developing countries,
is vaking place under difficult conditions. The latter’'s si-
tuation ia the world trade is continuously deteriorating.
Their share in world exports is declining annually owing to
the downward trend ;" ! Uiy et i
their prices wiich continue to represent 90 per cent of the
value of their exports. On the other hand, the developing
countries feel the adverse effect of the - . , growing
level of prices of manufactures, This leadas to a deteriora-
tion of exchange relations and the developing countries are
forced to offset the steady decline in prices by raising
the volume 0f their exports,

Owins, to the unfavourable trend of export prices the
foreign exchange economy of the majority of developing coun-
tries is extremely . ..:r..:. This, in turm, compels them
to resgtrict their imports which brings about a slow=down in
the rate of over-all economic arowth.

Under the circumstances the developing countries are
forced to .;.1't most economically the funds earmarked for

the development and to strive to achieve maximum effect,
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The necessity to watch constantly their foreign exchange situa-
tion and to secure requisite equipment, auxiliary materials,
semi-manufactures and raw materialg needed for the operation of
industrial plants compels the developing countries tuv make de-
tailed analyses relying on many criteria emong which those of
forcign trade piay an important part. The importance of apprais-
ing the interconnection between foreign trade and investments
does not follow only from the former's role as a medium through
which the developing countries obtain a major portion of their
foreigh exchange earnings enabling them moreover to import vi-
ta)l machinery, consumer goods, raw materials and foodstuffs,
The importance of foreign trade im the overall naticnal econo-
my calls for the application of its criteria also in capital
construction. Eouglly 15 per cent of the :t. to.u a0
developing countries are realized through exports; foreign
trade operations are responsible for some 40 per cent of all
state revenues which are of rising importance in the financing

of economic development,

The following two aspects of the relation between forelgn
trade and investments are of particular interest to the develop-
ing couniries, namely: what will be the effect of the intro-
duction of their own production from the point of view of their
respective foreign exchange economies and what will be the role
of products of the newly constructed manufacturing industries
in the pattern of export. In exemining the relation between
investment activities and foreign trade from this point of view,
the attention of the developing countries is focused on the two
following problem., i.a, on the so-called import substitution
under which imported goods are replaced by those of the home
industry and on the diversification of exports. Its purpose 1is
to reduce through the exports of manufactures and semi-manu-
factures, the unilateral dependence of the developing countries

on food and commodity exports.
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IT. Relation between Foreisn Trade and Investmente in

Bconomic Theory

In economic !.: ... .. the question of the influence of
investments on foreign trade is yiven but passing attention,
It only raises this problem or admits its existence. However,
its study is growing increasingly important in view of the ro-
le of foreign trade in the overall process of development and
in view of the rermanently unfavourable economic situation of

the majority of developing countries.

Economic theory treats this question as part and parcel
of general theories of economic ,rowth of the developing count-
ries, particularly in connection with industrial investments,
It examines, however, only the initial stagec of industrializa-
tion, i.e, the questions concerning the selection of industrial
sectors, their distribution, etc., whereas the actual effect of
industrialization on particular branch.es of ihe national econo-
Ly, ecpecially on changes in the import-export pattern, remains
outside the sphere of main interest, Although it is not the pur-
pose of this paper to analyze and evaluate the
theories of growth, they must nevertheless be used as a start-
ing point since they represent an attempt to form & comprehen-
sive conception of the overall development of part.cular national
economics of which foreign trade is an inte-ral part, Moreover,
the foreign ': . . capacity to influence significantly the process

of industrialization, both negatively or positively, is well known.

By its overall balance of trade, foreign trade is responsible
for the difference between the volume of the formed and used 80=

c¢lal product and the national income; their overall volume is the
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same both at the stage of production and that of utilization only
in case of favourable balance of trade., The favourable trade ba-
lance reduces the social product used and the national income as
against the formed product by its assete, whereas in the case of
debit balance it is the otner way round. Foreign trade changes

the pattern of social product so that the composition of the so-
cial product used differs from the social product formed, A spe-

cial role .. ... oyt D T PR
role in the process of reproduction, performs according tc some

theories, the function of a multiplier,

In practice, statistical verification of the multiplying
effect of foreign trade on the growth of economics, or of capi-
tal goods imports on the process cf industrialization, 1s con-
fronted with considerable difficulties. Apart from this, a de-
tailed analysis attaches undue importance to quantitative factors
although the qualitative aspect is equally important. The points
in question are, in the first place, changes in the size and the
pattern of the home market, rise in the standards of technology
of production, efficient utilization of . .- Dot e

available.

A deliberate :; .1 process of industrialization cannot
operate without a subjective factor equipped with adequate
authority and funds, This fact is recognized also by = = ',
many of whom have come to the conclusion that tie State is the
only one capable of being such a factor since the State, unlike
the private enterpreneur, can pursue all-social objectives both
by its economic policy and direct participation in development
projects, Moreover, only the State 1s likely to counterbalance
satisfactorily an often notable influence of foreign capaital which
owing '~ its economic strength may interfere with the development

by pursuing its narrow objectives. The function of the State is to




ensure optigal participation of fourei n capital in the forms
of v i .triwii. .t that are deemed most advanta eous for
tne country concerned. Thus, at present, the majour.ity of
sconom: * theories r:alise tnat tae policy "laisser faire

la1gsez passer" is not only uncu.table but even harmful to

ti.e developing countries. In this particulaer respect, the
the>ry conforms to practice for thers .

N where t:ie State does not interpoge in the de-
vel:pment to & .- uor lesser extent. Th:¢ i3 man:fested
part:cular'y by the fact that the majority ot the develnp-
in, countirios launched develspment vro-rammes meny »f wnich

have already becn successtilly complet=d.

Econom:: theories in the field ot .rowth offer cr.teria
for ags efricient a select:on of .nvestments as posc. ble and
are intended to assist the developin:; countr.es in the prepa-
rat.on of their develnpment pro.rammes. It should be borne in .r: .-
this connection that at present the process of industr aliza-
t:on n the developing countries proceeds under cond:tions so-
mewhat l1ifferent from those prevailin;; at the t.me of industr.ia-
l:zation of the now aa anced countries. They were tnen forced
to start the process of ndustrialication from s .mplest pro- ) (
ucts, <radually venturing on more ambitious pruducts demand-
in, greater skill, Mr, A,dirschman calls this @~ . .. -t "
the donxey to the aircraft". On the other hand, the developing
countr-ies may well adopt a dual approach, ..e. not "from the
donkey to the aircraft",but adopt the approach embrac.n, both h
"the donkey 2na the aircraft"., Their dev: 1opment differs from
the clasgsical development of industry in thie past since they are
able to develop .vultar L1, Lot. 4L intot T
tional branches which preva.l in these countries usually in the
pre-industr.al form.It is,tuerefore, expedient to P L .

naw,economcally important .ndustr.es and simultaneovusly continue

to develop traditional production already backed by experience and
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a certain number of skillzd workers., The standard of handicraft
prodaction should be raised by moderats investments, suitable
crelit policy, encourasement of tne dcvelopment of cooperatives

tosether with the training of new workers.

Economists are generally 1n agreemsant as regards tae ne-
cassity of controlling the process of industrialization from
one centre and tie already mentioned dualism of development.

On t1e other hand, their views and recommendat.ons on another
question, namely on the determination of priorities in tae
process of industrialization, differ considerably. This di-
fference in views can be on the whola understood since thne si-
tuation and actual requirements of a certain group of countries
whic» they have .  : for tneir examination tend to influence
the economists in their deliverations, Altnough some jener:il
prirciples of the process of industrialization are applicabdble
to all countriss, priorities can be determined only on taz ba-
sis of a profound analysis of the natural, economic and social
condit.ons of the country concerned. The criterion of costs and

oot e . ' Lol *
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It is extremely difficult to express this critsrion in terams cf

ficures; other criteria must rely only on careful deliberation.

Thus the guiding criteria for tae solu.ion of tae question
of actunal and :eographical concentration of investments are the
markets,the man-power requirements and the location of raw ma-
terial resources. A characteristic feature of the export industry
is the latter's concentration on one or a few industries combin-
ed usually with geographical concentratior, On the otaer hand,
the industry directed at meetinyg the requirements of tae houe

narket covers a larse nusber of branches, its ;30 raniiical con-

centration not being usually very nigh eitner.
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[t is expedient tou realize industrial investments wit- n
the ucope of major investwent projects, i.e. within the gcoye
of investments intc the infrastructure, etc. At the in:itial fta, e,
the State’s participation in industrialization takes the form
of investments in the tielc of infrastructure, as borne cut by
a number of develcpment programues already ., 11
for the industrialization proper are ensurec by the realization
of investments in the fieléd of power ensineeriny, transportati.n,
etc. We are witnessin., that in some countries the State doeg nct
@ny longer ensure conditicong for industrial investments, but is
the first to give an impetus t» the determination of priorit.es
ané to part.icipate directly in the construction of industrial

plants,

The actual prccess of industrialization «f particular ccunt-
ries cften differe 1n the choice of priorities. Economic trecry
actually cnly tries to generalize and appraise the practical
resulte achieved with a view *: the gpecific nature of cendi-
tions in different countries, or different sta,es of the
ment. The process of inductrialization can be carried out e:tier
by buildin, up Industry directed primarily at exports,or by cun-
centrating on import substitution. Within the scope of thege
alternatives 1t is pussible to concentrate on the so-called
start—at-tho-end—1ndustr1dlizat;on. on the building of key
branctes, or on industr.es requirinz great man-power or finan-
cial resources. However, the various forms of the process of

industrializatiorn Voo dach other and none of them oceurs

in a pure form.

Many cecn-wivte favour Priority construction of v ' -

ingly - . 1o industry. According to some of them it e
this purt (vlap industry which ... .- the countrv on the rou:i ¢
cecnerie develapnoent, Ty supprrt of thic vieyw they reint out

to the latter’s abilit; of being developed independently ~f >ther

LS
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economic sectors and the size of tho home market. Their view
is, however, often somewhat simplified in that it does not
distin uish between the kinds of exported production, 1.9.
whether the products in question are those of the min:ng or

the manufacturin. industry,

As a rule, products of the mining industry find better
outlet on foreign markets, whereas scmi-manufactures and

above all, manufactures are faced with severe competition

particularly in the industrialized cepitalist countries,'hen
chooging this alternative i1 is, therefore, imperative to en-
sure outlet which in thig particular instance is a conditio
gine qua non, The presumption accordins;; to which the export ~
industry helps raise internal purchasing power creating there-
by prerequis:tes for the development of overall economics is sub- !
stantiated but conditionally. In many cases as,for example, in

some of the crude-oil producing countries, the benefits are en-

joyed by a very small stratum of the population and that only

in the fiold of luxury personal consumption since any links with

other economic branches are missing. The development of export

industry, often equipped with latest technology, rataer tends

to widen the gap betweeu the said industry and other economic

sectors so that the country concerned nas two parallel econo-

mics not linked up with each other. Thus the expected multipli-

cation results are not arrived at.

Advocatee of the priority of industrial sectors designed
primarily for import substitution represent a relatively larg e
groupe This industry’s lesser vulnerability by outside influences
and balance of payments difficulties and the fact that its pro-
ducts already have an adequate internal market, which moreover
the subgtitutional industry helps expand, are regarded as its

main advanta;;es. Furthermore, the introduction of production of




one kind of products stimulates the construction of capacities

for turther kinds ¢f pirouducts,

According to this tne ry, the population being accustomed
to certain kinds of proiu L3 nitherto impovrted is of conaider-
eble importance particularly at the first stage of industria-
lization. After its couiipletion, home production, pro ided thnat
it i3 sufficiently protected in the field of import, is on the
whole ensured prusperity even if its price and quality do not
fully match those ot t e f.-merly imported merchandise, The
term substitutional 1m tustry does not imply naturally only
industry manufactur:ng s lely fur the bome market. .n ou: view,
it3 correct interpretution is that although the substitutionul
indusiry proceeds from the requirements and ebsorbing capacily
of the home market, 1t seeks to export eome of its output as
goon as 1ts cupacxity exceeds the requirements of the home mar-
ket, or the merchandige uchieves the standards of foreign con-
petition, There are naturally <reat many variant forms within
its scope. Une of the criteria is whether it is zn Lndustry
relying 'n domestic raw materials or a terciary incustry, The
former’s coatrivution to tne national economy, is essentially
obvicus, on the other ‘f:und, the latter calls for careful con-
sideration and examinat.un of particular schemes, particularly
as regards Juxury guoas production, In the case of unfavourabie
balance of pauyments 1t 15 less difficult to pronibit the import
of finished luxury goouua tnan that of semi-manufactures upon which
depends production. Aanoiher disadvantage of the terciary industry
is the danger that the manufacturers who use imported mater.al,
semi-manufactures, or accessories may hinder the introduction of
their production in the country for fear of inferior guality,
hi her costs of production due to unfavourable transport possibi-
lities, location of raw materials,or even lower productivity of
laboure On the whole, this theory i: successfully applied prim-
arily in cowtries sufferins from ahortage of skilled labour,

expert knowlelge and 1l 'mited home market,

| o




On the other hand, the theory stieasin;; tue advantages of
building the heavy industry is applied pr marily wit: respect
to countries having already a certain industrial base which hLan
provided market for products of the heavy insnstry. The con -
striction of the heavy industry ..uaranteeas a steady supply of

AU A G TOY TS0 SR G A D U YR SN

the domestic heavy industry ar.ses it can ~»sntribute to further
pro,;ress of structural changes 1n ndustry sitnout addins new

burden to the balance of payments. n t < —egrect, coun'r es
with low population are in a more diuff cult s tuti'on, Therae-
fore tiey have been endeavo.riny in recent years to wmpr ve
their disadvantageous pos.tion by build n up plants and :rac-
tories whose output would be des.gned tor the market - 7 more
countries participating .n thie rnoasgtruect ~n. W.ere.s the de-
velopment of heavy industry presuppouses the existence of lignt
industry, the latter®s construct.on is, hrwe e, nnt cond:ition-

nal on the ~v..t-rni of heavy industry,

A characteristic feature of the heavy :ndustiy .s its

hish demand on financial resources, wairrens that ol the 1i-ht
industry is its hizh demand on labour. Th's rr.ter.on prays
also un important role in tne determ nat »n f priorit es ow:ng,
on thne one hand, to the lack of capital and, on tne ~ther, to
the effo-t to provide employment for the rag dly rowing popu-
lat on. Economic theory therefore often cefends pr.ority con-
struction of the lisht industry resacdinas of the nverall re-=

quirements of economics of the countiry roncerned,

The consequences of industrirl zat.on for employment are
undeniably a siznificant factor Ir tue determ nation of the
orientation of investments. A shortcom n. of this approaci is,
however, a low wage level often calcnulated to anbast:tute the
level of productivity of labour. This approach 18 justified at

the init.al stage when the labour is acquirin; the requ.site skill;




it happens, however, usually that the low level of wages 1& pre-
served even after the level of the process of prcduction has
attained international standards. This may uc explained by the
fact that manufactures are regarded as capable of competing on

foreign markets only after they have achieved equal gquality end
are being offered at lower prices.

A eriterion of the realizaticn of any prcject shculc be

its objective necessity from the po:nt of view cf the

s a whole and the prevailin, natural and economic prerequisites.
As is known, however, the prccess ¢f industrielizaticn has to co-
pe with a number of limitaticns fcllowing from external as well
as internal factors. A s gnificant internal prerequisite »f 1indu-
strialization - when skippiny fcr the mcment the queetion ¢! en-
suring financial and material funds - are particularly the size
of the market and the standard of the skilled menjower. Th.s .
impl ec that a limited home market, to ether with inadequate ex-
perierces and low vocational standards of munpower are often an
obgtacle to industrialization. At the came time, it 1s neceesary,
however, to bear in mind and procerd frem the funcamental function
of _ndustrialization, i.e. tr assist in enhanc ng the standarc of
living of the population. Thig, :n turn, brin-s about & rise in
requirements, i.e. gracual exransion ¢ the home market, rise in
the vocational treining and skill ~f manpcwer and thereby crea-
tion of further incentivec tc inductrializatic: . It isg, therefrre,
not & question of 2 "vicious cirecle" due t- internal limitations
descrited by

problems of industrialization.

Foreign trade ranks among the first in the sphere of exter-
nal factors influencing the precess of industrialization. Trans-
fers of funde from one branch of P to another take plece
particularly through foreign trade. The principel source of funds
is usuelly the export of the agricultural sector, or ¢f a sector
of U ¢ TR S WO I

exceed usually their import requirements. This makeeg it possible
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to use the difference for the development ¢f the national eco-

nory a¢ a whole. This fact is of particular importance to the
developing countries that dc not yet manufacture means of pro-
Juction, their procese of industrializat.«n depen’ n; ,therefore,
fully on importe of machinery anc¢ equipment. Tne proces: (f .n-
ductr 'elirat.on is almost always accompanied by balance of pay-
pente diffizulties. Th.s, in turn, calle for se;ulat.cn of fo-

reirn trade, in the field of botl, mpc:t an' e¢iort,

Pressure for higher importe ie bron bt sbtout not ‘nly by
the rrowth in requirements for cap tal gooia but also rv the
add.tional . «:ctas.ne power bult up in tie couvees o f thie reali-
sat:on cf investments which pr.ocr to *tic ~ milet o1 Snveat-
ments must be met by importe.lelat ons betvorr inocoer purchae-
ing power an¢ the potent &l possibil t er «f gut ~fy n. 't are
mere copplicated in connecticr w th to - ronctrict oon o of the
heavy ‘n.uetry. Import rectrictionc nre oypplicd, 'n the firat
place, on consumer goods. This may, o couree, encoura o the
rise of their production .n county es hevon Rl oenutYet ans

prctection against foreign compet.ti. ne

Tre asnare of ind v dual mport 1cugpe chan es simi:ltanecus-
ly with the rise of importc, th'e recult . n a ¢vedeal chane
of the whole ‘mport pattern, i.e. t.e pattern of .mpoerte re -
flects the individual stages cf .ndustr ral zation, ite rate and
orientation. In exports, tie effect o tt ¢ precess of ncustr.a-
liraton ig much less manifest , -
mainin: virtually unchan ed for & 'cn, time. We may.therefore
say that the pattern of imports ant ¢ pater the patter:. ¢f pro-
duct:cn wh.ch im turrn is in advance of the pattern of exporws
Th.s tendency follows particularly from thc furt that the domes-
t.c manufacturin; industry lookc for sutlete abroad only when
the home market ie nc longer able to absorb .te output. Efforts
for diversification or importe are thus actual!ly one cf the

accompanying phihud 1ot of the construction of the substitutional

industry.




Pelat.ion between F.rei;n Trade tnd Investnents .

Economic Agtii tiec

The develgpin county es are conpe.lod tu exwl ne the ~a-
latien between forei-n trade and nvertront act. ..t er by ure
ent 1equ rementc of the » econim ¢ artiv.tiens These foree
tien to concerr themselves w tn
the »~up ¢ -rowth of thei» peoulation, tie supp’y of food, an
emf loyment. “hey enceaveur t irne oo'ut oon te o toeco poblems
zeer-d'n to the r capur tien and with u v.ew to the.r cien - /
fic probleme. They are & cec in tlese ef orte 1o by the I'n -

*ocucceec e

tec Nat one re iconal conmirel nro. helatively roc
wac the Un tec Nat one Leon i, ¢ Jommice - n ‘v A3 o un’ Yl
Far Zust - whog . 0 . Lnd Ssu eol.ons o Gree Sulie. up I
tl. ¢ crapter, These m.n  ruj. .es, e:m tarly to tiaer thecret -
cal literature, do not deal serurate'y with trec relation bhet-
ween frrei n trade and nvestrient bt exurmre t g pr bierm
connection witk the overall yolJicy o econmwvm ¢ devel pment

the Jceveloping countisec,

The d.fficult and in recent years c.nt.nuougly deteric.at-
in,, forei,n exchan e situut.on of t. e m., ority o7 cevelc; n ! (
count: eg, brousht about by tie uni:vouruble develcrpment of
trreir v o of paymente, Torces them to study tne reistion
between foreipn trade and investmer.t a‘t.vities. Th ¢ ¢ {ra-
t «n hac been brou Lt about, on the one hand, by the exrcut.cn %
of economic development pro, rammec invilving ..ch financ. al !
costec end tie need t¢ meet the row'n fo.o requirementy by
.mporte, Increased forei'n exchanye requ.rements cannot te met

to & sufficient de;ree by earnin.s ler..ed from exports

Ly the toveio, o oorp,e RPN

depené on tre trends . : .- . ‘ R
L ol et ' R A [ S v i Voot ol
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The develcping countries, mindful of their fore.gn excnang:«
situation, proceed therefore to construct primerily tactor.es in
the sphere of production where the requirements nia e hithertoc
been met by imports. Tn.s is the rearon behind the rise of tre
import substitution industries. In many countr.ec tnc process
of industrialivation relice on substit.tional industry wiich,
owin. to its importance, was included .nto the oversll aconco-

mic .evelopment pro:)amme:.

The .mport-substituting ipnauctries concentrate above all

on the production of articles having adequate market in tie

country concerned. Impcrt substitution concerns a wicde ran. e
of v, roode such ser sugar, textile rnd shoes, congumer
durables manufaétured in the developing countr es within tte

gscope of their efforts for .mpert esubstitution 1nclude electri-

cal ventilat(rs, bicycles, refr: erators, alr-handl!in, equip-
ment , chemicals aci1dg, artificial fertilizers, crude-oi1l
products, dyes, ruober hose and tyres, bu.ldin materials,
particular.y cement, sheet . lass ana plywcode Inductrially mo-
re sdvanced countries such as, e..., India, the Un ted Arab
Republic, Braz:l, Mexico and Ar;ent:na canufacture primary me-
tals, above all steel and aluminium, an. are already develop-

ing engineering production.

The overall industrial policy of the developing ccuntries
influences to a consicerable desree the orientation  f the sub-
stitutional industry. In the countries of Soutt-East Asia,.

..., national economies nave . powerful state sector tle
State acts not only as orsanizer but also as direct enterrreneur.
Fence a marked reature of the industrialization designed to sub-
stitute import is the ‘rowing importance of the constructicn of
heavy industry plants and the production of durable roods. However,
in gome countries of that area, namely in Hong Kong and the Fede-

ration of Malaye,K the State permits private capital to ¢
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fast backflow of moneyed fund,i.e. into the consumer goods

production,

The construction of substitutional industry presupposes
a certain protection of the home market which the respect.ve
branches receive in the form of customs tariffs. The system
of various controls adopted by almost all developin,” count-

ries has a similar function,

The introduc-tion of production in wsubctitut.onal sectors ‘
has a favourable effect not only n the field of fureign ex- +!
chan;e © . The newly T plants participate .n the

market economy by creat.n prerequisites for the foundaticn

of new manufacturing branches anc plants by their demend for

raw and suxiliary mater:als, The fa ourab’e influence of sub-
stitutional industry .s manifest both in the field of ndustria:
and agricultural production. The purchaeing power, ,rowing :n
concequence to the rising employment, rturns to the fooc and
consumer goods market, thus becoming a signif.cant source : f
accumulation, The funds thus cobta.ned and mopped up in the form

of taxes and levies may be used in future for the financing of
further investment projects. The fact that substitutional :ndustry
provides opportunities for the traiming of techn:cians 1e alsc
appreciated. The concstruction cf substitutional

calls for consicerable financial funds and, @ :.' the fact that
foreiyn aid covers a notable portion, internal resourceeg are -f
major importance., ‘ubst.tutionai @ « ! T

formation mainly by their form of self-financing. Many develop.n.
countries are adoptin; effective measures designed to encourare
domestic capital to concentrate on substitutional -~ * !

considers the concentration of domestic capital on substitutional
T RV B L S S | O A A A R VT S S, ) IR

fears the risk of this capital bein:; expended on undesirable lu-

xury consumption.
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Foreign exchan. e savings achieved in substitutional indust-

ries may be used for purchases of capital goods and equ.pment

which cannot te manufactured domestically.

For the purpose of appraising industr:a! wnvestment pro.ecte
the vespective Un.ted Nations authorities recommend a gta, e~w: @ se
aprroach, stressin, at the same time t'e constant neecd ¢f compre-
hensive evaluatiog. They do not isolate the evul tien f an in-
dividual prcject Ifr‘om tue all-round orientation of tie pr. ces: of
industrial.zat.ion. After evaluating the overall proepects o! de-
velopment of t}e\nationul economy, analysis ic made by cectorg
according to which individual are arrinred in the order

of suitability.

From the point of view of import substituticn .t .8 usefu.l
to cellect data om product:on, 1imports, exports and domecttic

demand both for the starting as well as the tarjet year. The s -

ze of deman. f¢) incividual kinds of oore is estimate’ by sin,
the 1. ity of Gemand. Thig can be appl ed mostiy witi res-
pect tc major categories of —orsuuer L de suct ar frotstuffeiif

necescary, an analo y from ot:rer countr.es can :lso be used.
Bscential factors taken into cons:deration include such as the
growth of population, the shai ¢ of rur.) and urban faan lies,
etc. Linimal consumption standards for the staple kinig of con-

gumer ;00CE ot Vo oo b S serve cs tar ets.

The followiny data must be ascertainecd as a further step
in the choice of goods to be manufact.red under the ‘ontemplat-

ed investment pro . ramue:
- st estimate of ti.e agerepate demand for the whole sectur
bases on sectordal analys.sf

- estimate of the demand for more essential kinds of = oods

within the sectcr;




- requirements of manpower, financial funds, some essential

commodity inputs, raw matedals, auxiliary mater.als, etc.;

- determination of the suitable range of development of =
;iven sector within the framework of the overall econom.:

policy. )

The main purpose of the "prepruject" sta e - f analys: s ig )
tc narrow down the poscsibilities to such as merit a more tiorou h
study and preparation of detailed pro. ects,
Countries that have just launched the:r industr.el levelop- Y
ment rrogrammes have - 1t:1 L
port manufactures., .f such possibilities ex.st, they should be 1in-
cluded in the estimates of overall demand. Zompa: son cetween t:e
costs cf domestic production and those of imports form t: e ma n
basis for the preproject prcduction analysis of indiv.cdual xinds
of goods. Thrs stage of analysis relies, however, mure on a le-
neral knowledge of imported »>roducts end a characteristic of tle
process of product.on rather than on o deta.led analysis of tne
costs of production, Knowled; e of the products and the respect.ve
markets can be obtained from importers, businessmen and direct

consugers, ) (

In choosin:, a project careful attenti.on shoula be paid tc
all alternatives of enhancing home production either by more
efficient ut.lization of an already ex.st.ng plant, or by expan- t
sion of existing plants, or construct.on of new ones. Any of
these instances call for the preparation of several alternative
projects so as to make it possible to exam ne all aspects of

the decision made.

During the preparation of a project many other questions

should also be studied, particulerly as reards the range of
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products to be manufactured, the technolo;y of production to be
used, whether thie plant should te conceived so as to meet the

current level of demand orly, or possibly hisher future demand.

All these questions are lar:;ely interrelatsd and cannot be s lv~

ed resurdless of eurn other.

A number of factors of supply and demand common to this or
that k.nd of jo.ds and the product:non tecnnigues under conside-

rat .. n should be taken int> wccount in the project analysis.

The choice of industr.al pr.jects can be made by . . «t..r
betveen prajects i1n an industrial branch, or by comparison of
various industries. Altho. h analo.;ous  eneral princ.ples are
usec wn hoth cases, .t 1is better to start with tihe election with-
in the framework of one indust-ial sectoc, Social efficiency of
th:e capital .nvested into eac’. uf the alternat.ve projects 1is
the princ:pal criterion for the -+ 'i 1iof intistries made by
comparison of the prujects concerned. In the -~use of production
of one homo;enous lk.nd of oods, which do not differ .n qual:ty
SO A R SRR S A S B U S S R PR
for each particular projact. The start.n. point are costs of

raw mater als and manpower, on tie one hand, and fixed capital,

reohne

other. Manpower, imported raw materials or import substi-
tutes are as a rule appra sed in accounting prices. The remain-
in: .tems are appraised in market prices, wit: the exception of
a few essent.al working costs such ag electricity and transporta-

tion,

As re-ards the sectors included in tne pro;ramme of import
subgtitution, 1toLo roveaaenil o trat attoentioss Lo LVet

to a project likely to ensure hi hest fore:3n exchan’e savings.

One of the main factors limitin, the development of industry

in the majority of ECAFE countries 1is the smull size of home




markets which prevents an effic.ent utilizat .on of plant capa-
c ties., In view of the fact that in many industries tae pro-
dict on costs decline ufter a certa:n vol.ume of prud.ction has

been attained, it .s desirable to gelert such technol. vy und

rane nf prodict.on that w,uld ensure atter a certain period us
economic a production as poss:bles Econoy of lur e-scule jro-
duction is stressed in tne majority of works ol tne metellur .-
cal and chem . cal inauast-ies whev e the

vings in - i, ot ', meanpower and fuel per unit I produtiene.

A typical exawple .s the stecl noastoy. However, t.e su..n0S
resultin  from the vptwmal s.:e of a plant ure smadll » 1n tne
case of such branches as are, e. . the text i and tobacco Ln-
dustries whose capac t.es rise by tue o o

T oLl Lo L.

ssary to take :nto acz=ount tue jivers.ty of tne factors ol rowts
of demand as well as .ts foreseen size at the end of the plann-

in . term.

Advanta ‘es of lar e-scale prcuuction can be lar ely reiuced
by higher costs .f inputs or sociul disudvuiita-es caused by ex-
cesgive concentration of produrtion, Concent.raztion Hf industry
and construct on of major plants in the develup.u countries may
lead to serious difficulties in the supply of raw mater.a.s,
water, fuels, ele tricity, hous.n;;, etc. Since the location of
key industries, such as t:e steel and chem'cal :ndustries, usual-
ly influences the locat.on of industr.es wiich supply inputs to
the former or use t.eir outputs, tie determ:nation of the sire by
one o>f these key plants may have a far reuchin,; effect on the
re-ional development of the SN iience all important deci-
sions concernin, the ranie of production must be made in ayree-
ment with the re; ional development programmes which take into

account the supply of more important inputs and future factors of

the ;rowing demand.
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Producticn tecnniques d:ffer accordin; to fixed capital,
manpower and othier inputs they require and accord ng to the
ran;e end quality of rcods employec in the.r manufacture, Eve-
ry country will chooce d.fferent product.on tecnn:ques accord-
.ny to the custs of .raw materi=lg, manpower and the source of
capital., All th.s will be refiected in the calc 1lation of the
costs ‘1. accountin,, pricec. Accordin tc the ECAFE, 1t woulc
be erroneovs tc precume thiat the latest technology is necessa-

r:ly the best for every country.

Aftcr coming to a reement on ra.ein;, t:e pruduction of
a certein k.nd of .vode .t is necessary, in the Tirst place,
to examine ti.e prospects ol devel-pment in the .. .0 .n- |

dustry e:ther by extending, or mek.n better use of tre ca-

pacities already available. 1t is often found that the exist-
ing facilities are not ajequately used, or that it 1s economi=
cally more acdvanta,eous to extend production capacit:es rather

than to builc new ones,

Even if ex.st.n; facilities are fully used it may still

be advantaieous tc¢ raisc the capacity of an already existing
plant for many of the ~eneral services, such as transportation,
surrly of water, stean and electric.ty, requ.re substantially

lower investments than I L D A O M S i

Many factors may vperate against the advanta es of exten-
sion. It may be indisrensable to builc new plants in the eveat
that the develcpment policy encourages decentralization of in-
dustry for the purpose of furtherin; econcmic growth of new
areass and preventing ex~essive concentration. For example, a
better location of industry was an essential factor for the

location of the Bhilai Steel Works in Ind.a.




The devel. ment and the share of rome production in the
overall consumption in indit.idual countries show hiow far the
effortg for import subet:tution nave been successful, Data on
thie de elopment and successful efforts for import substitut.on
containegd in the EJAFY do:umentc reveal that thlis share g
steau ly r sing. Fo. exumple, over tuc years 1:9%H - 1 .2 the
share of gugar prodnced n .nd a roge from 79 to 1.0 per cent,
caustic soda from 48 to 3% per cent, ray.n from 3% to 83 per
cent, sheet ylass from 83 to 2 per cent. Towards the end . f
this per.od lurma was able to meet s.me 72 per cent *nmpared
with only 47 per cent in 1955. of its sucar consumption fronm
domestic product.on ana 2 per cent ompared w th 27 per cent
of cotton yarn. Ceylon, % 5-, hag been b.:1din, up crude-rabber
pr.cessing .ndustry in recent yeurs, war able to sat:.:sfy 15 and
94 per cent, respectively, of .ts consumpti n ¢ bicycle a:r
tubes an! tyres, «lthough the share »7 the latter's home pro-

ducti 'n in overall cungumption was only 5o per cent in 1955,

Ind:a, whicn has a wider industr.al base, is makin nod
progress 1n iumport substitution also in the tfield 0° en; neer-
in_ production. This developuent .s best borne out by the re-
sults attained in recent yeurs in the manufacture of equip-
ment f,r ti¢ surcar industry. In 1902, the home produact.on met
100 per cent c¢f its demand, althou,ch the share of home produc-.
tion in the overall consumpt.on representad but 5 per cent in

1955.

Successful import substi.tut.on .c faced with many d.ffi-
culties., An overwhelmin,, majority of the developing countr.es
is st. 1l lackin, adequately trained technicians. The quality
of products of substitutional industries somet.mes also fails
to meet international : L::.V i, Developing countriez are mak-

ing .reat efforts for removinZ these defects. Regional Gom-
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migsion for Asia and the Far East recommemdsthe countries
concerned to continue to import certain quantities of the
goods manufactured under their substitutional programmes,
in the interest of Detter quality and influence on price

trends.,

Prom the econom.cal po‘nt of view, high product.un

costs are the meost serioug factor exerting an untoward in-
fluence on a successful proiress of the efforts for import
subgtitut.on. One of the main causes of this unfavourabie
phenomenoh .s the narrow nome marxet in some countr egs, There-
fore the respective Uni:ted Nationg bod:es and commissiony re-
commen? that countries confronting such dif“iculties pay due
attention to exports from the very start of their prepara-
tions of industr:al projiects so as t» ensure higher volume of
production, thus provid:.ng prerequisites for , radual reduction

of production costs.

We are now comin~ to another criterion accordin; to
which we can examine the efficiency of investment from the
point of view of foreign trade, namely to d.versification of
exports which, however, as has been pointed out, is closely
linked up with the efforts for import substitution. This,com-

pared with latter, is, however, less important.

D:versif cation of exports, whose purpose is to expand

the expurts of gemi manufactures and manufactures and to raisge

their share in overell expurts, holis To Tedue e dponion v

rrimary commodity and focd exports from the develop.ng count-
ries which makes them dependent on the trends v! the world
zarket. The developin, countries have puu.lbilltle. tu
purticlpate, to cume extent at least, 1n the generally u,word
trend of prices ol danulaclualo. Uiversiticaotion

Ut rts are, LudevVer, contronted witd
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probleme vely sohilu tu t.cse arisin, with respect to impat
subst tu! . | |
In spite of tie caff ¢t ee conf‘ront.ng scme countries Ln
connect on with the'r conutet o¢f the policy of export civerc -
fication, the share «F cem -.atiilactures and manufactures n
overal! orycrty of the ‘uoustrially more advanced develor n.
countries ‘¢ rig.n . Iie shave of manufactures produced i@ ,
newly cor; l-ted subut tut  nal rndustr.es in the InZian expo:!
incremced in 2oy - 1.2 o 3 to [ oper cent and in tic Pao.l-
tan exp it Srem o, te over 1 per cent, while the char: ¢f )
cotnt: eo of tine ovati-want Acian re” on in the exporte of tie-
se ,00dy rrom India ro.e 1o to 15 per cent. 1
The proves: of .mjc:t substitution and export ¢:versit .- N
t or, toe two pronc.pa! tactore of the current econcm.c fui.Cy
of Jdeveloujp.n: cuiunt: en, .7 faced with var.ous difficult e:
rany o7 which cun te ..o hy offect’ve forms o cooperat.cn.
V. Some Aspecte o Evaluat.on of Investmentg from
tue roint of iew of Foreign Trade
The 1de&s reterred to .n chapter 7I and III on the rela-
tion tetween foure.. n trade and .nvestments both in economic
theury and activitier conta n ueny remarkable and rational
‘deag altioue: tley lea.e scme questions unanswered.
Econonic titerature uf buth the western and gocialist )

countr.es 1s devotin r.w wore gttention to the questions «*
mutual relation between [ el 1 trade and investments as shown
by & number of studies deul n, w:th this complicated rreblem
publicghed in recent years,
Czecioglovak econemicts, tuo, seek a solution to the mu-

tual relation between investment Folicy and foreign trade and

to a rroper approach t. the eviluation of the effic:ency of

investments. They ray primary attention to the evaluation with.-

in the scupe of s.cialist eécunom.cs. They share the v.ew that

forei¢n trude reprerents but one of more criteria, however, an

extrewely important one, tor the evaluation of investments in

the concept:on of overall develupment of the economics of &

counitrye. They stiews thui tie aim of the evaluetion of invest-

ments and their economic eft.ciency should be such a carital

construction that would easure ag optimal a development as pos- ’
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sible of the national economy with the funds availablte for th s

purpoese. Foreign trade as a manifestation of the international

division of labour is one of the essential factors of this
growth.

A comprehensive evaluation of inv. .tuwnts | 1,8, due consi-
deration of all possibilities and conditions for the materializa-
tion of a certain investment scheme as well as all its effects,
is a means and a sital condition for the most optimel develop-
ment of thc national economy. This evaluation should proceed
from a careful scrutiny of all national economic aspects, an ana-
lysis of the country’s natural, economic and social conditions,
nemely from certain actual conditions under which the invest-
ments shoulcd be realized. . n the other hand, 1% shoula take in-
tc account all economic and otner scciul effecte of the 1nvest-

ments | such ac e. ., demo. raph.c, etc.

However, an evaluation, no matter :ow thoroush it may be
would serve no useful purpose in the absence of an cutnority
trat would be u.ded by 't and tranclate the 1investment rolicy
into practice accourcing to tie analyses and the concliesions
mace,

Tn thie respect .Jzechoslovak econcm sts heve in mind the
ceterpinative role of the State which 1s . iven by the social
gysteme. In concucting its investment pul.cy and direct parti-
cipation in the develcpment projects, the State pursues all-
sorial objectives, superviges tre pr.cess of reproduct.on n
the nat.onal economy and exerts 1its influence also on percpect-
ive concditions cof tre country’s partic:ration in the interna-
tiona! divic.on of labcure The Staie is best equ.pped to appralse
the .lt.mate .~eneral effect of expended 1nvestment funds, their
effect on the plenned econcnk.c development of the country, whereas,
for example, individual ‘ndustrial enterprises can appraise on.y
some aspects of thie effect accordin,. to their sphere of interest.
Hence on investment, which aceord.n. to the criterion of one
enterprice appears most efficient and furtber.n. its develop-
ment, may appear sccordin  te national economic cr-.teria ineff -

cient and even impede the country'” all-rcund economic growth,

A fundamentel and deterwinati.e criter.on which guides an
‘ndustrial enterpr se n ite appraizul 7 un investment s
cuctomarily the cr.terion in t ras of value. The latter,zlthough

it is an important cr:terion in the State’s appraisal of an




2«

investment, is ol aleay. the determinative one, especially . f
sturting, [ruw caicutatton., Luned on contemporary conditionc &ndd
not o thelr perspe.tive development., 't 18 necessary, particu-
larly at the 1nitinl ota « @ uveveropment, to rely of certa.n
finaa val supp 't ta the Lo of new capacities. This .g ¢

mainly i the cdse s coactodeyion of gome sectors where inveot-

ment 1nvulie:s b L L botetad ooists which are, however, an es-
sent.a! jart ! the desorod rational structure of national oc.o- U
nomy, an essential parl 1 o gpecific production complex, in.
wh ¢l produce tue cap--te! jp sitive effect only after some ti- :

Lice lrow th: nati nal «.on e . puint of view it would be unw. ce
tuv be guiuec sulely by tie riterion of curreav costs and pr -
fites when determanin, tie y: rities of cap.tal ¢ nstruction
and mok e declsions oh iL.esteest in enerals On the other
hanz<, st would be eqislly wwviee to consider these questions
yathout due attention bte:n ;- &t the calculations of ef .-
cien 'y 'n toelte ot their o+ i+ o Su-called world prices are
uges e o criter. ot oo uwppiocsing the efficiency of invest-
ment 1row the fo .t ! v oow of fureien trade baeed on relati ng
in term: ! ‘aluc, 1 u;'te 1 tne fact that owin.; to the un-
even dletritut. oo vl e oo of individual countrae.
and ve louns the latter :0c o t oun imreccable interpretaticn of
the internat ~hnal value * o aom.dirty and the socially nececea-
ry exjpencitures ol lavour, ¢ .y must be taken into account Iul

they wl'e used, atter ail, on tne world market,

Svme oiotel.a, who3e o oice must consider specific qualli-

ties of the investrent - (uestion and allow ~Mj 7.t U with
otiver Juvestw.nt vac.-uty, uh also be employed in makin, a

cowprehensive evatuut ion ot the efficiency of investments link-

ec¢ up with ferel n “rade,

Theee rclatiuns wie rendered complicated by the fact that
the nvestnent may be a subutitution investment, or a partial

import-suibstituting ohe, 1 eve: one whose whole or part of

the production 1s intended for expo-t, Furthermore, it is ne-
¥

cessarv to Keep Inowahd luvestment. which fall under none of

the tw: cute orles wh s reailuation will requ.re, however,

import of rav weter als and niterials, or domestic raw m- te-

rials and muteriuls snivh o -0 exported previously, or can be

cAported o fateo s,
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Thus far, main attention ha= henn covntat o te mathod

of evaluating imvestments vhose proi ot 1 o nteade e ex.

port, or to substitation investment.

1t evaluating the officien y = oo trent o o 'oge prooin-

tion ts intended for erport 't 1 o iv.satY ot ane T, e farst

tiie effect of export in relati . t + « oati-na’ o anouy. The
author b in mind particularly t .+ ofcest f t o antivipat-
' el exports derived from a new nvest ot o te praiaon aa, dte
development, productivity of i1anvue, e of e ool prosuston,
) emyloyment, etce, In addition, t o o0 ooty b bl ot Aon-
sideration the effect of tic art -~ po* o wvp ot 0 tae ava -

able raw material and power res ivn-, booe o1l on the avall-
,p able deficient raw materials anit m«t v ', Trnye effa-t ~an ba

measurel by the expected scope ~f onm ot . Theae o ter d

w117 allow to compare tae varianta ¢ 't o ox~iniing or

includin; export with the latter’s i Ttaront volama,

It is alsgo necesgsary to ex-m nn ' = value eftect ~f tas

export under study in the fore. . trace kel f ) enpe ity Oty I
ef fect on the trade and payment  bhal.mo , fo s ravtaon how
the exported product as part »f t .o expovt Sl vill o ~ontro-
bute to foreign exchange eurnin = nd tha shy t ani 0t me
portse.
Another already mentioned crite i n v evalast no tae
investment efficiency whose produ~tin 1o des me: for export
y ia the latter®*s effect in terms »i v :luee 1 atuly n tuis
’ effert we can examine the relationa of .1~ n exclhanie earn-
ir g t2 atandard costs of producti i w1 T.raletion with a
view to the stage of tae production proeas, invastinent offi-
| ciency a3 a relation of forei n ex nan > e rn up '3 tn the v,lu-
me of investment and finally tie syntaeti~ relation of forein
) exchange earnings to the standar: inveagtment 2ogtag modi-
f ed by the investment efficiency coafficiant; t e latter's
annlicatiun 18 necessary particulurly wnhen ~ne alternat - is
more advanta ;eous frow tae point of view ~f tae relation
the rshtion of foreign exchange earm.n 5 to staniard costs and

the second from that of the relat.on of f1ei:n exchun e earn-

‘n to investment costs.
A synthetic jndicator is tne 'ndirator of ! coprt ol
the expended investment funds. This cun be nased a5 another cri-

terion for evalu.tinginvestment etficiency in ..encral and hence
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also investments linked up with foreim trade, Acccrdia; t

~ ig e [T SRV SR VI ot
this princi.ple, the price ig i+ lvalai ‘ enoa
and depreciation TN the ret irn of investasnt fundg
- : R AU
at a predetermined time. The perind of o ‘

ways be . st than tie lifs span, or tae two per :ds tan be
at the most uf equal len;ti.

The expectad position of exported products »Hn tie worl;
market is another important criterion £ r evaluat n .nvestmen*

sfficiency of tae products desiined for export. Tias pos toom

s determined uy conditionc prevacling both in tue field of pro-

duztioa and c.rculation. Tiese nclude perspe~t ve muintyiante

or surpagsing tie worl: stancaru of tae prouuct as re ardg .ts

techinical and economic parametres, qiaiity, *erms f lel.vevy,

nack'ng, 3st7., trends »n I-re.'n narkets, mariet n  atlet nd ‘V)
price trends,=et:.

Many eriteriu for the evalu.t.en £ ex); =t prodict. ) ars
simultanenugly crite~is for lmp.rt-. 00 ° . nvastmenta, t
will,therefore be, useful t» ¢ ncern .uryslves w.t1 ti'ge 1 -
teriu whica are gpec.fic tor tie eraliation of tne latter .-

vegtmants,

When and .aow taese criter « for tae evaluat on of in 2-t-
ment can be used depends on tie leval »f development »f eych
particalar e Thus, for examplc, :ountr.es wher: n-
dustrialization of their national ec.nom.es has only just start-

ed, shoull, wiuen decidin: betweon lomestic pr . duction and .m .-t

be giided to a 1.mited de-ree only by tae results >f compur son.
of current and import-substitut:ng -nvegtment costs wita o irrent

and investient costs requ red for tae prodact.un of the go-cali-

ed export equivalent represcnted by tue value »t the exportec

goods requisite for obtain.n,. f rev n AXchun:je neaded 1n oroer

to secure import of the product under study. Tn we..h'n- tns

pros and cons of investmont costs it is exped.ent to use tie .n-

vestaent efficiency coefficient so ag to ascartain that the allo-

cation of funds eurmarked for an tntestmant under congideration

would not lead to h ‘her savin s .n an .ther manufacturin;; sect v,

J Pyt N ' . . \ .
Phe voseabalon, oot g, IS of another combina-
Loy tor exaunle,  investment into domeat,c production of an

interchan ,eable product, should e2lso be kept in wmind.

This does not necessarily imply that an impo-t-subst.tut .u
-nvestment ig disadvanta -eous if investment in domestic import-
subst (t1tin_ production ‘nvolves hicher cuosts than the pr.duc- i
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tion of export equivalent., Tt may well Le taiat the equ:v.lent
exported in crder to enmable thne impoct ot 0 cent oy pradact s
in demand in a currency area frou o . .t
Py Tlet dnose daport oAoald o s

sattiag the losa by introdicin  te driocte proda ¢ o,

import-substitutin; investments n ¢ owast ~ prodact onoin-
volv.in:y costs surpassing tince »f t.o 0 3ot an ot e gl a-

lent may be advantageous 1f the uc> ! the 1 tiert  oxy vtod

equ valent product brins suc. ' :
ed by the introduction of dower* + prodict . Lanaliy, 1y ort-
subst:.tutin, investments in d mest ¢ product. ., o axyencive

than the production of the evnart ey s lont, mig.r he  diantu-

‘eous prov.ded that it would render ; 53 ''e -« ~mt e oo o=
latin between accumulation and o meqapt: n, - r tast t apr veo
murkedly the pattern of persona! or ;r in:t. = - no =0 on,

The above-mentioned examples 1ire acceptab.» 1w ile: n.y ’
that tnere <c no way of meet.n: tae requ.rement: by “uioin ot e i
product on of a given eq. valent; tt. o 1l oot sl ve ulways 1
more advantageous. Such a situction 5§ o= hle v ovided thet ?
tiic producticn of the latter cann-t be crced + o Tk =f ecnpa-

cities, raw materials, etc., or in the evirt t L tie : ouutry
waierz taie import ori;inates reg. ve: iy 4 ceto.n geeni.ty of
the ven equivalent.

Zonditions influencin. the 27 < ciency & L, ort-subat tut-
in. investments must also be caref. ly we' hed. T 3 aiplies
esp-cially to loms-term prospects o tne W rl muriet . no osur-
clhiasing possibilities connecte: thers.s th, pribable priee
trends, etc.,

On the basis of thig br.zf «ad fuv trom exhicoigt 7o rev.ew
of the criteria for evaluat.on o7 .n estmonts onnaected w o th
forei:n trade, the auth.: !, RN
sion, .e2. that

- the State deliberately mana ;in:; econom ¢ develdopment

by its rat:onal investment pol.cy has a ~:tal func-

tion, particularly :n countries n process of bu:ild-
ing up the.r nztional econom eo3;
- national economic appruach to evaluntion calls for a
profound comprenensive analysis pay n. cdue attsnt on
to a number of economic and ot.ier tasnn econom:c ori-

teria of peraspective character 'econemic rowth under i

e N APV,




- »

actual conditions of a : iven country!, tie utilira- |
tion of statical calculations in terms of value hav-

in_, however, & lim.ted funct.onj

in view of these constantly developin,, relations 1t

ig d.fficult to conceive a comprenensive concept Hn

for the solution of tuege problems, t is, however,

tae view of the author that investment schemwoes must

be under all c:r - umstances appra sed a n:ngt the back-

sround of the all-round reproduct on pracess where t.e

internat:onal d. sion f labour and f re n trale ),4
play a si,nif.-ant r.le as vital fastsra =1 2conom’ \
growthe. '
Phe atu oo hopeful that d scuss one at tae f.rti-

comin; Jnited Fations Symposium concermned w ta the evalia- !

tion of industrial pro, ects w:ll contr bute towards a more - '

profound knowledge of this problem aund ti.c also to its so-

lut
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