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the defec t ive  h ighway network ,  the cons t ruc t ion  of 
reservoirs  for power  produc t ion  and i r r igat ion schemes 
are surpass ing  cons iderably  the  coun t ry ' s  economic  
condi t ions and financial possibil i t ies.  

In spite of all promises  the Governmen t  was  not  able 
to mainta in  mone ta ry  stabil i ty.  Cost  of l iving rose  by  
17 % wi th in  the past  year .  Therefore,  in order  to pre- 
vent  the deve lopment  of a deficit  in the ba lance  of 
payments ,  as caused by  such a policy, s tabi i i sa t ion  
measures  were  soon t a k e n - - p a r t i c u l a r l y  in the f ield of 
import  t axa t ion  of luxuries.  However ,  the  s imul tane-  
ous pr ice  decl ine  of raw mater ia ls  impor tan t  for ex- 
por ts  opposed  these  measures  to such a deg ree  
that  the  overa l l  economic deve lopmen t  s eemed  to be  
endange red  ext remely .  

More Favourable Future Prospects 

But meanwhi l e  this s i tuat ion has become s o m e w h a t  
more  hopeful  again. For, on the one hand,  the  Gov- 

e rnment ' s  s tabi l isa t ion measures  have  become  effec- 

t ive and, on the  other,  the  foreign exchange income 

from iron, copper  and f ish-meal  inc reased  more  than  

ant icipated.  And  finally, in spi te  of a cons iderab le  

reduct ion  of the  Centra l  Bank's gold and foreign ex- 
change reserves ,  those  of the  pr iva te  banks  con t inued  

to rise. Taking into cons idera t ion  the foreign trade 
resul ts  and cur ta i lments  of the  budget  the  pr ice  in- 
c rease  is r educed  to 7 ~ in the  per iod  Between June,  
1965, and May,  1966, and mos t  of it still falls to the 
share  of t965. 

If thus a cri t ical  s i tuat ion seems to have  been  mas te red  
wi th  compara t ive ly  simple ins t ruments ,  new dangers  
are th rea ten ing  caused  by  Government  expendi ture .  
For appa ren t ly  expans ion  pol ic ies  after hav ing  just  
been  s lowed down  are to be cont inued  now. 

After  cuts in expend i tu re  by 7.5 ~ in the pas t  fiscal 
year ,  the budge t  for the  coming yea r  provides  for such 
a mul t i tude  of p rogrammes  and projects  that  accord- 
ing to caut ious  es t imates  expend i tu re  will rise by  ap- 
p rox imate ly  20 ~ However ,  the  possibi l i ty  of budge t  
reduct ions  through Congress  should  not be ignored.  
This body  should  not  be too much incl ined to co- 
opera te  uncondi t iona l ly  wi th  the  Government .  A par- 
tiat compensa t ion  for the  p lanned  expendi ture  increase  
will be  b rought  about  by  favourable  catches of fish, 
the  at p resen t  r a the r  eff icient  compet i t iveness  of the 
process ing  indust r ies  and the pr ice  increase of min- 
erals  and metals .  For atl these  reasons  Peru c o u l d - - a t  
leas t  in the nea r  f u t u r e - - av o i d  the  risk of an inf lat ion 
and the  imped iment  of a s t e ad y  overal l  economic  
development .  

Foreign Trade Favours Developing Countries 
By Dr Lodovico Groja, Rome 

T oday, in te rna t iona l  t rade  forms a wor ldwide  net-  
work  of ex t r eme ly  ex tens ive  and complex  rela- 

tions, which are  no t  to be cons idered  as an indepen-  
dent  economic  event .  In fact they  involve  a much 
wider  s ignif icance and grea te r  implicat ions for all 
par t ies  concerned,  re fe r r ing  in par t icular  to their  eco- 
nomic and social  deve lopmen t  in relat ion both to the 
inflow and outf low of goods. 

In such a ne twork ,  a r&le of increasing impor tance  is 

p layed  by  the so-ca l led  "emerg ing  or deve loping  
areas",  w h o s e  ra te  of p rogress  depends  to a grea t  ex- 

tent  on the i r  abi l i ty  of t rading wi th  o ther  countries.  

Wi thout  going into details  about  the funct ions of for- 

eign t rade  as a d e v e l o p m e n t  factor, suffice it to say  
that  imports  into "emerg ing  countr ies" consist  at an 

ear ly  s tage of manufac tu r ed  goods des t ined  to sat isfy 

deve lopmen t  needs ,  both  human  and structural,  in 

cer ta in  essent ia l  f ields.  Later they  tend to change grad- 

ually, as the  d e m a n d  for capital  goods and technical 

k n o w - h o w  increases ,  so tha t  even tua l ly  they  reach a 
second  stage,  w h e n  the  purchase abroad of those prod- 

ucts that  can be m a n u f a c t u r e d  locally is par t ia l ly  or 

comple te ly  abandoned .  

Protect ion for these  "newly  born" industr ies  is s t r ic t ly  
neces sa ry  dur ing their  ear ly  growth.  This is a com- 
p lex  prob lem and it requires  the  ass is tance of more  
industr ia l ly  advanced  countr ies  for support ing and 
developing  those  enterpr ises  and product ive  act ivi t ies ,  
which import ing countries recognise  as having  a true 
social value. 

Different  s tages  can also be obse rved  in the deve lop-  
ment  of expor ts  from "emerging"  countries,  which at 
first are made  up simply of raw materials  na tura l ly  
available,  somet imes  almost  as a monopoly.  During a 
subsequen t  s tage  some of these  materials  may  be  ex- 
por ted  as semi-manufac tured  products ,  after hav ing  
undergone  part ial  processing.  

tn all cases,  wha teve r  their  composi t ion  may be, ex- 
ports  assume a fundamental  and determining impor- 
tance  for an acce lera ted  evolu t ion  of the economy in 
the countr ies  concerned,  as they  allow the procure-  
ment  of the neces sa ry  means  for the purchase abroad  
of capital  and essent ial  consumer  goods and further-  
more  they  support  the format ion of a basic industr ia l  
set-up, as a platform for fur ther  s teps in the  same 
direction. 
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From these  br ie f  cons ide ra t ions  it is c lear  tha t  the  
dynamics  of the  d e v e l o p m e n t  of these  deve lop ing  
countr ies  depend  bas ica l ly  on  an  inc reas ing  vo lume  
of foreign trade,  wi th  the  coope ra t i on  of indus t r i a t i sed  
nat ions ,  to be  g ran ted  w i t hou t  p ressu re  and  exc lus ive-  
ness  b y  bo th  part ies.  

Trends of Foreign Trade Relations 

It is in te res t ing  to consider ,  now,  up to w h a t  po in t  
wor ld  t rade pol icy  in t he  pas t  t en  years  has  con-  
formed to these  inc reas ing  needs  of coopera t ion  be-  
t w e e n  indus t r ia l i sed  na t i ons  and  count r ies  p rogres -  
s ive ly  "emerg ing"  into t he  i n t e rna t iona l  sphere.  

From a p re l imina ry  e x a m i n a t i o n  of i n t e rna t iona l  sta- 
t ist ics i conce rn ing  the  t w o- w ay  t r ade  b e t w e e n  the  
two groups of countr ies ,  dur ing  the  per iod  1953-63, it 
appears  tha t  the  cu rve  of t rade  deve l opm en t  on the  
whole  undergoes  a cons t an t  inc rease  of o v e r  52 % in 
value.  This deve lop ing  t r e n d  shows  in its first stage,  
from 1953 to 1956, a t r ade  ba l ance  wi th  a surplus  in 
f avour  of the  d e v e l o p i n g  countr ies ,  fol lowed by  a 
second  phase  (1957-1961) in which such t rend reg is te rs  
a c lear  reversa l  wi th  a def ic i t  for such countr ies .  Dur- 
ing the  pas t  few yea r s  t he  t r end  appears  to be  evolv-  
ing towards  a b e t t e r  b a l a n c e  in the  t r ade  b e t w e e n  the  
two areas.  

t B a s e d  o n  f igures  pub l i shed  in the  v o l u m e  " In te rna t iona l  t rade  
in 1963 = by GATT. 

The t rade b a l a n c e  b e t w e e n  the  two groups,  in fact, 
shows  in 1962 a defici t  of on ly  ~ 285 mil l ion for the  
d e v e l o p i n g  count r ies ,  aga ins t  ~ 1,700 mil l ion in the  
p r e c e d i n g  y e a r  and  in 1963 a surp lus  of ove r  $ 500 
mill ion,  fo l lowed b y  a smal l  u n f a v o u r a b l e  b a l a n c e  of 
$ 195 mi l l ion  in 1964. 

This  t e n d e n c y  towards  a be t t e r  b a l a n c e  is also con-  
f i rmed b y  an  e x a m i n a t i o n  of the  c lasses  of goods  ex- 
changed  b y  the  two groups,  in the  per iod  1958 to 1963. 
The  b r e a k d o w n  of the  two-way  f low of goods shows  
tha t  indus t r i a l i sed  count r ies  supp l ied  f in ished prod-  
ucts, pa r t i cu l a r l y  capi ta l  goods, tex t i les  and  t rans-  
p o r t a t i o n  means ,  wh i l e  deve lop ing  coun t r i es  e x p o r t e d  
p r i m a r y  p roduc t s  espec ia l ly  foodstuffs,  fuels and  r aw  
mater ia l s .  T o g e t h e r  wi th  a be t t e r  b a l a n c e  b e t w e e n  the  
va r ious  c lasses  of expor t s  by  indus t r i a l i sed  countr ies ,  
the  oppos i te  g roup  has  inc reased  its ma in  suppl ies  of 
foodstuffs  and  fuels and  of text i les  as well.  

It c an  be  conc luded  tha t  in d e v e l o p i n g  count r ies  a n  
indus t r i a l i sa t ion  p rocess  is on the  w a y  also capab le  of 
suppor t i ng  an  improved  farm p r o d u c t i o n  in the  sec tors  
of g r ea t e r  in te res t  for the i r  genera l  economic  welfare .  

Touching on th is  subject ,  i t  is i n t e re s t ing  to e x a m i n e  
w h a t  in f luence  fore ign  t rade  has  exe r t ed  on the  agri-  
cu l tu ra l  ou tpu t  in the  var ious  non- indus t r i a l i s ed  areas ,  
and  the  ex ten t  of the i r  domest ic  consumpt ion .  

A compar i son  b e t w e e n  product ion,  fore ign  t rade  and  
c o n s u m p t i o n  of agr icu l tu ra l  p roduc t s  in  the  per iods  
1934-'38, 1953-'55 and  1960-'62, shows  t h a t  the  p r inc ipa l  
d e v e l o p m e n t s  in  th is  field have ,  in  r e l a t i ve  terms, in- 
v o l v e d  the  impor ta t ion  and  c o n c u r r e n t l y  the  i n t e rna l  
consumpt ion  of agr icu l tu ra l  products .  It shou ld  also be  
po in ted  out  tha t  in abso lu te  terms,  the  r e spec t ive  
pos i t ion  of the  above  economic  fac tors  of agr icu l tu ra l  
d e v e l o p m e n t  ha s  reached a su i tab le  s t a r t ing  point ,  as 
the  f irst  p lace  is he ld  by  v a l u e  of product ion,  the  
second  b y  domes t ic  consumpt ion ,  the  th i rd  b y  expor t  
capab i l i ty  and  the  four th  by  the  v a l u e  of imports.  

The most  r ecen t  t r end  in t rade  re la t ions  b e t w e e n  de- 
ve lop ing  and  indus t r i a l i sed  countr ies ,  w i th  a h ighe r  
ra te  of inc rease  of 9 ~ in 1963 on  the  overa l l  v a l u e  of 
wor ld  t rade  (the v o l u m e  in the  same y e a r  was  up 8 ~ 
seems  essen t i a l ly  due to a r i se  of the  ave rage  pr ice  
of bas ic  raw mater ia ls .  In o ther  t e rms  the  basis  of the  
two way  t rade  b e t w e e n  p r ima ry  a n d  indus t r ia l  prod-  
ucts  appea r s  modif ied  to a ce r ta in  e x t e n t  in f avour  of 
d e v e l o p i n g  coun t r i es  (prices of p r i m a r y  p roduc t s  were ,  
in fact, in the  p r eced ing  years  i n c r e a s i n g l y  depressed) .  

The  goods which h a v e  con t r ibu ted  the  mos t  to expor t  
expans ion  in the  var ious  deve lop ing  a reas  are  pe t ro-  
l eum produc ts  ( +  20o/0 due to m a j o r  expor ts  f rom 
Libya and  Alge r i a  and  also the  Midd le  East), suga r  
( +  20 ~ in v a l u e  in spi te  of a s h r i n k a g e  in volume)  
and  such o ther  commodi t ies  as wool,  oi lseeds,  cot ton,  
mea t  and  coffee. 

The  overa l l  inc rease  ( +  9 ~ in 1962) of exports  f rom 
deve lop ing  coun t r i es  was  mos t ly  due  to h igher  sa les  
to J a p a n  ( +  25 o/0, ma in ly  from As ia t i c  countr ies)  and  
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to the Common Marke t  coun t r i e s  ( +  11~ whi l e  
smal ler  increases  were  s h o w n  in the expor t s  towards  
Nor th  Amer ica  and the  EFTA count r i es  m a i n l y  origi-  
na t ing  from Austra l ia ,  N ew  Zea land ,  South  Afr ica  and  
o ther  Af r ican  terr i tor ies .  

Total  imports  by  deve lop ing  coun t r i e s  reg is te r  on  the  
o the r  hand  a more l imi ted  p rogress  ( 4 - 6 %  in 1962}, 
ma in ly  on account  of lower  purchases ,  respec t ive ly ,  
from Europe by  Latin A m e r i c a n  countr ies ,  f rom N o r t h  
Amer ica  by  Afr ican  countr ies ,  whi le  the r educ t ion  of 
the  t rade deficit  of coun t r i es  in  South  East As ia  was  
caused,  essent ia l ly ,  b y  l a rge r  expor ts  to all  dest i -  
nat ions .  

Foreign Trade and Economic Cooperation 

The impor t ance  of a f a v o u r a b l e  ba l ance  in fore ign  
trade,  genera l ly  r ecogn i sed  b y  all  countr ies  as an  im- 
po r t an t  con t r ibu t ion  to the  m a i n t e n a n c e  of a l eve l l ed  
ba l ance  o{ p a y m e n t  in the  ove ra l l  p ic tu re  of in ter -  
na t iona l  re lat ions,  a ssumes  a pa r t i cu la r  s ign i f icance  
wi th  respec t  to d e v e l o p i n g  countr ies ,  as the i r  "goods  
and  services"  accounts  n o r m a l l y  reg is te r  h e a v y  defici t  
ba lances .  It is of capi ta l  impor tance ,  therefore ,  for  
deve lop ing  count r ies  to sus ta in  t h e i r  c u r r e n c y  pos i t ion  
b y  exports  of goods tha t  w ide ly  exceed  imports.  

The  t rend of these  las t  years ,  however ,  does  not  g ive  
a suff icient  g u a r a n t e e  for the  fu ture  d e v e l o p m e n t  of 
"emerg ing  count r ies" .  

A close economic  and  technical  in t e rna t iona l  coopera -  
t ion, inc lud ing  f inanc ia l  aid, appears  n e c e s s a r y  in  
o rder  to implement  the i r  p r o d u c t i v e  assets  and  inves t -  
ments .  

M a n y  in t e rna t iona l  o rgan i sa t ions  h a v e  been  c rea ted  to 
e l abora t e  and  m a k e  ava i l ab le  the  means  n e c e s s a r y  to 
ass i s t  less d e v e l o p e d  coun t r i es  in the  evo lu t ion  of 
the i r  economic  s t ruc tures .  These  means  h a v e  b e e n  
w o r k e d  out  a long  two  c o n v e r g i n g  lines. 

The  first aims to g ran t  an  adequa t e  suppor t  to the  
ex te rna l  t rade of the  coun t r i es  conce rned  and  consis ts  
in the issue of a ser ies  of p roposa l s  and  r ecommenda-  
t ions  on the  p rob lems  of bas ic  r aw mater ia l s  ( improve-  
m e n t  of p roduc t ion  me thods  and  sales organisa t ion ,  
pr ice  s tabi l isa t ion,  a g r e e m e n t s  i n t ended  to g u a r a n t e e  

and  inc rease  their consumpt ion  b y  industrialised na- 

tions) and  the  p romot ion  of indus t r ia l i sa t ion .  This is 
w o r k e d  out  t h rough  all poss ible  p ro tec t ion  and  as- 
s is tance,  inc lud ing  f inancia l  aid, for "newly  born"  
industr ies ,  and  b y  the  g ran t ing  of cus toms facili t ies 

t h rough  a sys t em of p re fe rences  (select ive and  de- 
creas ing)  and  the  abo l i t ion  of cus toms and  other  

charges  tha t  still h i n d e r  the  flow of goods or ig ina t ing  
from deve lop ing  areas.  

A second  ins t rument ,  r ap id ly  g rowing  in impor tance  
and  scope, is cons t i t u t ed  b y  the  group of in i t ia t ives  
k n o w n  as " technica l  ass i s tance"  and  includes  those  
pa r t i cu la r  ac t iv i t i es  tha t  t end  to p romote  a h ighe r  
l eve l  of economic  o r g a n i s a t i o n - - b o t h  in the  manufac-  
tu r ing  and  pol i t ica l -soc ia l  s p h e r e - - c a r r i e d  out  t h rough  
the  pe r sona l  work  of respons ib le  experts ,  appo in ted  
b y  i n t e r n a t i o n a l  o rgan i sa t ions  or  b y  agenc ies  and  
en te rp r i ses  of s ing le  count r ies  d i r ec t ly  in t e res t ed  in 
the  d e v e l o p m e n t  of pa r t i cu la r  economic  in i t ia t ives  in  
the  a reas  to be  ass is ted.  

Summing  up, fore ign  t r a d e  in the  economic  coopera-  
t ion schemes does not  a s sume  a n  i n d e p e n d e n t  posi t ion,  
bu t  is t r ans fo rmed  and  ac t iva ted ,  to become  a pre-  
l imina ry  bas is  and  in due t ime a consequence  of a 
gene ra l  evo lu t ion  process .  

Economica l ly  s t ronge r  na t ions  should,  therefore ,  be-  
come  aware  of the  essen t ia l  func t ions  of fore ign t rade  
as a d e v e l o p m e n t  fac tor  in the  e c o n o m y  of "emerg ing"  
count r ies ;  an  a w a r e n e s s  tha t  implies  ove r look ing  cer- 
ta in  perp lex i t i es  r e l a t ed  to the  g rowing  process  of 
deve lop ing  countr ies ,  from a wor ld -wide  and  long- 
r a n g e  poin t  of v iew,  in  the  t rue  in te res t s  of b o t h  
part ies .  

I taly,  w i th in  t h e  l imits  of its possibi l i t ies ,  has  s ince  
the  end  of the  las t  war,  based  its pol ic ies  of in te rna-  
t iona l  t r ade  on  the  above  pr inciples ,  by  con t r ibu t ing  
p rac t i ca l ly  and  r a t h e r  cons i s t en t ly  to technical  and  
f inanc ia l  ass is tance.  

This ac t ion has  also been  s u p p l e m e n t e d  by  s t imula t ing  
in I ta l ian  en te rp r i ses  a g rea te r  consc iousness  of the  
oppor tun i ty  of new  v e n t u r e s  in deve lop ing  countr ies ,  
in o rder  to a d v a n c e  and  d ivers i fy  the i r  economic  
s t ructure .  
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