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ARTICLES 

Wor ld  Economy 

A French View of Trends 
in the International Division of Labour 

by Dr Barbara Mettler-Meibom and Dr Peter H. Mettler, Paris* 

The French ideas on the future international division of labour and a new international economic order 
are presented in the following article on the basis of a recently published study of the French Ministry 
of Industry and Research 1. 

T he term "international division of labour" can 
have connotations of harmony or conflict. It 

may stand for the interplay between a number of 
national economies which use their different spe- 
cializations to their mutual advantage by engag- 
ing in economic exchanges. But it can also bring 
to mind a hierarchical system of graded depen- 
dences under unquestionable US dominance in 
which multinational groups and trade and capital 
ramifications tend to impart utterly different ben- 
efits or injuries to individual countries. 

In France, it is the connotation of conflict which 
predominates. There are reasons for this: In- 
creased interlocking with economically stronger 
partners has had not only obvious advantages 
but also great drawbacks for France -- disadvan- 
tageous economic specialization, greater depen- 
dence on other economies and less freedom of 
action in its economic, social and foreign policy 
for instance 2. And this has given rise to a quest 
and search for political and economic alternatives 
which does not reflect the political division be- 
tween the French "right" and the "left". One 
meets in FranCe an awareness of relative eco- 
nomic weakness and, linked to it, reservations 
about the USA, the Federal Republic of Germany 
in sections of the "right" as well as in those of 
the "left". 

Three Alternatives 

These reflections have as their common back- 
ground the question how France can preserve or 
regain a maximum of national freedom of action 
in spite of its capital and trade entanglements and 
a policy of seeking massive growth 3. There is a 
choice between several roads each of which 
would have different repercussions on the place 
of France in the international division of labour: 

[ ]  A European solution, presupposing an improv- 
ed European industrial and structural policy as 

well as close cooperation between the Federal 
Republic and France or partial subordination of 
France to the Federal Republic. It would tend to 
intensify the competition between Europe and the 
USA. 

[ ]  A French-American solution, requiring a 
strengthening of the bilateral capital and trade 
ramifications between the USA and France and 
thus necessitating further and more direct sub- 
ordination of the French economy to the Ameri- 
can one. The French-American alliance would 
fortify the position of France in the face of Ger- 
man competition. 

[ ]  A French-Mediterranean solution, implicating 
the creation of a French-dominated Mediterranean 
integration area which would gain economic in- 
dependence from the USA, the EC and the Fed- 
eral Republic. With its help France could work 
for a gradual increase of its relative strength com- 
pared with North America and Northern Europe. 

The present situation contains pointers of greatly 
differing significance to all three solutions. For 
the European solution the ground has been pre- 
pared ever since France first turned its back on 

* Dr S. Mettler-Meibom is working on interlocking capital ar- 
rangements between France and Germany and Dr P. Mettler on 
future development and forward planning. 
i La Division internationale du travail, VoI. h Les tendences ac- 
tuelles (The international division of labour, Vol. I: The present 
trends), 315 p.; Vol. I1: Trois scenarios prospectifs (Three scenar- 
ios in prospect), 178 p.; Etudes de politique industrielle No. 9, 
Documentation franqaise, Paris, April 1976. 
2 Cf, above all. Bernard G u i b e r t and others: La mutation in- 
dustrielle de la France (The industrial transformation of France), 
2 vots., lnstitut nationat de la statistique et des ~tudes dcono- 
miques, S~rie E, No. 31-31, Paris 1975. especially Vol. I, pp. 13-92; 
Division "Etude des entreprises": Fresque historique du syst~me 
productif (Historic fresco of the production apparatus), Institut 
national de la statistique et des dtudes ~conomiques, SOrie E, 
No. 27, Paris 1974, espec, pp. 193-222. 
3 Most recently and very clearly at the ambitious Ministry of 
Industry and Research colloquium on industrial redeployment, 
May 27-28-29, 1975, Etudes de politique industrielle, No. 6, Docu- 
mentation fran(;:aise, Paris 1975. Redeployment as understood 
here means both growth and regional development. 
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the protectionist economic policy which it had 
pursued for decades. Since World War II, and 
more actively since the creation of the EC, France 
has been opening its doors little by little to inter- 
national competition and reorienting its trade re- 
lations away from the privileged countries of the 
franc zone and towards the states of the Euro- 
pean region. The European countries are by now 
providing a substantial proportion of the foreign 
direct investments in France and gaining increas- 
ing importance as the destination of French capi- 
tal exports. 

For the second choice, the French-American solu- 
tion, speaks the large volume of US direct invest- 
ments in France; these are approximately equal 
to the total direct investments by the eight other 
EC countries4. Certain spectacular decisions by 
the French Government against European integra- 
tion and in favour of French-American industrial 
cooperation point in the same direction. Apart 
from the current ideas for the aviation and space- 
craft industry, mention may be made of the re- 
jection last year of UNIDATA - a European (Ger- 
man-Dutch-French) computer industry - in favour 
of a French-American solution through a CII- 
Honeywell Bull merger. 

For the third choice, the French-Mediterranean 
solution, there is so far little supporting evidence 
to be found in actual economic developments; 
it is the most political solution. It is suggested 
by government attempts to develop the Mediter- 
ranean littoral of France and to create infrastruc- 
tural links with the North Sea and Northern 
France and by the French Government's efforts 
to maintain and develop privileged relations with 
the Maghreb and the OPEC states. And it also 
finds expression in reflections among the opposi- 
tion about the possible economic repercussions 
of a political transfiguration in the Latin countries 
of Southern Europe. 

The debate about the prospective development of 
the international division of labour and the strat- 
egy which France should adopt in the face of it 
has received a fresh stimulus from a publication 
about the international division of labour which 
came out in April 1976 s. It is the work of the 
"Groupe de r~flexion sur la strat6gie industrielle" 
in the French Ministry of Industry and Research 
and is the latest of a series of publications on 
related subjects which has appeared in the last 
few years 6. We want to examine here two aspects 

4 Cf. Bernard G u i b e r t and others, ibid., pp. 71 ff. 
5 La Division internationale du travail, ibid. The study was the 
subject of a working colloquium at the Centre de R~flexion sur 
le Futur at Arc-et-Senans in January 1976. It was made available 
to a wider public by the Ministry of Industry and Research at a 
study conference on April 28-29, 1976. The results of the two 
conferences were published in the "Etudes des politique indu- 
strielle" series in June 1976. 

running through the four parts of the study. They 
are: 

[ ]  The concept of sector/sub-section analysis, 
its connection with ideas about the international 
division of labour and its complementation by 
industry analysis; and 

[ ]  The method of making use of three scenarios 
and their contents. 

Sector and Sub-section Analyses 

The study tries to avoid an economistic approach 
by including political-social factors among the 
explanatory elements of the international division 
of labour and the internationalization process 
which determines its nature 7. Economic and po- 
litical aspects must for this reason both be dealt 
with in an investigation of the activities in a coun- 
try or between countries. This means in practice 
that questions are pursued in the study from two 
angles: 

[ ]  In which way do the various countries further 
the development trends in various industries by 
the fact of their political existence and the nature 
of their relations? 

[ ]  To what extent are the relations between indi- 
vidual countries be influenced by the structure 
and dynamics of their nationally and internation- 
ally developed industries? 

This dual question is based on the authors' con- 
cept of internationalization as a dialectic process 
in which economic and political elements operate 
on each other. Accordingly the study contains 
parts starting off from the plane of the national 
states and their political and economic inter- 
change relations and also parts containing an 
analysis of the internationalization process in 
certain industries. 

Instead of a simple industry analysis the study 
introduces the concept of sector/sub-section 
analysis. The two kinds of analysis are consider- 
ed to be distinct from each other in that the 
former is mainly a source of information about 
the internal structure of individual industries 
whereas the latter indicates more particularly the 
rank of individual industries in the reproduction 
process of a national production apparatus, i.e. 
in the process by which it maintains and renews 
itself and develops further. The industry analysis 
is not rendered superfluous because the sector 
analysis is only supplementary to it. The authors 

6 Among previous publications are e.g., Les firmes multinatio- 
nales, Travaux et recherches de prospectives No. 34, Documen- 
tation fran(~aise, Paris 1973; Industrie en Europe, Travaux et 
recherches de prospectives No. 46, Documentation franqaise, 
Paris 1973; Firmes multinationales et division internationale du 
travail, Travaux et recherches de prospectives No. 55, Documen- 
tation franqaise, Paris 1975. 
7 For details of the method cf. the section in La division inter- 
nationale du travail, ibid., Vol. I, pp. 83-100. 
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prefer this relatively new methodological and the- 
oretical concept 8 because - and this is their 
answer to the second question - the sectoral 
structure of a national production apparatus is 
the main determinant of its place in the inter- 
national division of labour. 

It is of especial importance in this context 
whether the national production apparatus pos- 
sesses "sectoral coherence". A national produc- 
tion apparatus is endowed with "sectoral coher- 
ence" if it is capable of directing its own capital 
accumulation under national control. The place 
of a national production apparatus under the hier- 
archical system of international labour division 
depends in this case not least upon the potential 
degree of "sectoral coherence" (the degree of 
its accumulation capability) which in turn is tied 
up closely with the question which sectors and 
sub-sections can be controlled nationally ~. 

The study distinguishes between the following 
sectors and sub-sections: 

Sectorization of the Production System 1 

Sector Sub-Section Activities 

1. Means 
of pro- 
duction 

2. Inter- 
mediate 
products 

3. Con- 
sumer 
goods 

la. Means of production 
for means of produc- 
tion 

lb. Means of production 
for intermediate 
products 

lc. Means of production 
for consumer goods 

2a. intermediate prod- 
ucts for producer 
goods 

2b. Intermediate prod- 
ucts for consumer 
goods 

3a. Consumer goods 
for collective con- 
sumption 

3b. Mass consumer 
goods 

Machine tools, computers, 
telecommunications, proc- 
ess control technology 
Heavy mechanical engi- 
neering, turbines, process 
control technology 
Motor engines, light me- 
chanical engineering 

Iron and steel industry: 
special steels and sec- 
tions; energy; non-ferrous 
metals 
Iron and steel industry: 
sheets; petrochemicals; 
chemicals; energy; trans- 
port 
Building trades, health 

Motor cars, electrical 
domestic appliances, 
plastics, parachemicals 2, 
textiles, leather, shoes 

1 The translation causes special problems because the sub-divi- 
sions do not correspond to the usual official industrial classifi- 
cation. Cf. Table in La Division Jnternationale du travail, ibid., 
1, p. 92. 
2 Including, e.g., paints, lacquers, soaps, detergents, various 
chemical ancillaries. 

A national production apparatus has "complete 
sectoral coherence" only if in the terms of this 
classification not only Sector 1 but more espe- 
cially Sub-section la is under national control. 

s The concept and method of industry/sector analysis were 
largely originated by Christian P a I I o i x. Cf. his book: L'lnter- 
nationalisation du capital, Elements critiques, Maspero, Paris 
1975. Wladimir A n d r e f f is attempting a different sectoraliza- 
tion in his habilitation thesis to be published shortly: Develop- 
pement de la firme rnultinationale et sectoralisation mondiale 
de la production, Th~se de doctorat d'dtat, University of Paris IX, 
Dauphine 1975. 

9 A large volume of direct investments in an industry, technolog- 
ical dependence, dependence upon imports for certain interme- 
diate products (raw materials, machine tools, etc.) are examples 
of factors precluding national control. 

An examination of the "sectoral coherence" of 
various countries according to this criterion 
shows that such coherence exists in France only 
around Sections lb  and 2 while for the USA and 
the Federal Republic it is indicated around Sec- 
tions la and lb. Accordingly France is subordi- 
nate to these two countries in regard to the inter- 
national division of labour. The developing coun- 
tries have no "sectoral coherence" (they are 
lacking self-controlled capital accumulation); a 
few of them only - the oil exporting countries 
for instance -- have in certain circumstances a 
chance of evolving "sectoral coherence" around 
sector 2. 

Seven Industry Analyses 

Sector analyses of a national production appa- 
ratus have not yet been undertaken, apart from 
rudimentary efforts. It was therefore considered 
advisable to use the industry analysis as an in- 
terim solution as far as possible in connection 
with the mentioned questions and explanations. 
Seven industries were selected with the aim of 
covering the important industries in all three 
sectors and dealing with different degrees and 
types of internationalization, namely: 

In Sector 1: 

[ ]  the entire range of investment cjoods indus- 
tries; 

In Sector 2: 

[ ]  the iron and steel industry (as exemplifying 
distinctly national industries); 

[ ]  the petrochemical industry; 

[ ]  the mining industry and the non-ferrous metal 
industry (as examples of more markedly inter- 
national industries with a strong involvement of 
multinational groups); 

In Sector 3: 

[ ]  the automobile industry (new consumer goods); 

[ ]  the textile and clothing industry (old consum- 
er goods): 

[ ]  the food industry (because of its associations 
with the agricultural production sector and as 
exemplifying the industries which are at present 
stimulating changes in consumer habits). 

Each of the seven industry analyses comprises 
three sections: 

[ ]  a statistically-supported historical analysis; 

[ ]  a qualitative analysis of the present state of 
internationalization in the industry; 

[ ]  a review of current and future tendencies to- 
wards internationalization. 
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The method of scenarios is encountered fre- 
quently in French forward-planning research lo its 
purpose is not to forecast the most likely future 
trend but to present and contrast possible basic 
trend alternatives in different scenarios. It is this 
method which has been applied to the "develop- 
ment of the international division of labour". The 
various scenarios must each be intrinsically co- 
herent while differing in their basic assumptions. 

The Bipolar Scenario 

The historical analysis of the international divi- 
sion of labour in the first part of the study shows 
that since 1945 the USA has been the centre of 
political and economic dominance in the scheme 
of the international division of labour; other econ- 
omies depend upon it in a hierarchical system. 
Since the middle sixties the USA has however 
undergone a relative decline in the face of grow- 
ing competition by Europe and Japan. The 
scheme of the international division of labour 
was at the same time modified by a variety of 
factors not encountered earlier - the internation- 
alization of production and of the financial mar- 
kets, the emergence of multinational groups and 
the oil price policy of the OPEC countries. 

The bipolar scenario 11 assumes that the USA 
will succeed in restoring its former supremacy 
under the changed conditions and consolidate 
the system of dependences. A prerequisite of this 
is that the technological innovation potential is 
concentrated in the USA - i.e. that the USA in 
very great measure monopolizes the control over 
section la. This scenario is bipolar because the 
USA will in the view of the authors be obliged to 
share its world dominance with the USSR which 
makes up by military strength and ideotogical in- 
sistence what it lacks in economic strength. Eu- 
rope and Japan play in this scenario the role of 
relay-stations for the US centre of dominance. 
Their place in the hierarchy of dependent coun- 
tries depends upon the manner in which their 
"sectoral coherence" is arranged. 

It is thought that France would occupy a partic- 
ularly unfavourable position in the bipolar system 
because it will not succeed in developing its 
"sectoral coherence" around Section la  and im- 
proving its place in the scheme of the interna- 
tional labour division. In this respect France holds 
an intermediate position between the industrial- 
ized countries which profit from exercising a 
relay function (e.g. the Federal Republic of Ger- 
many) and those which are under a handicap 
(e.g. Italy). The developing countries, leaving 
certain exceptions like Iran and Brazil aside, do 

]o Cf. La m~thode des scenarios, Travaux et recherches des pro- 
spectives, No. 59, Documentation franqaise, Paris 1975. 

not really form an integrated part of the inter- 
national division of labour. They wilt continue to 
lack the opportunities for national accumulation. 

This bipolar scheme of international division of 
labour is for two reasons thought to be extremely 
unstable: The US hegemony would exacerbate 
the conflicts inside and between the various 
societies to such an extent that the social tension 
in the dominated countries would be aggravated, 
and the relay countries will not meekly accept 
US hegemony. 

The Multipolar Scenario 

Unlike the bipolar scenario, the multipolar sce- 
nario12 assumes that the decline of the USA - 
in continuation of the trend in recent years - is 
irreversible. The international division of labour 
would therefore attain a new equilibrium with five 
dominant centres, each with its own zone of polit- 
ical and economic influence: 

[ ]  USA - Latin America; 

[ ]  Europe - Africa, Middle East; 

[ ]  Japan - parts of Asia; 

[ ]  USSR - East European countries; 

[ ]  China - parts of Asia. 

This kind of development can only take place if 
the major European countries and Japan manage 
to develop their investment goods industries and 
evolve "sectoral coherence" around Section la  
(machine tools, computers, telecommunications, 
etc.). In this scheme of an international division 
of labour between five blocs world trade would 
decline on a global scale; the multinationals 
would confine themselves more strictly to their 
national bases. The tendency towards national 
self-sufficiency would increase, and so would the 
need for interventionist state policies. 

The trend in the developing countries would, de- 
pending upon their starting point, follow one or 
the other of two quite different courses: some of 
them would be integrated with the division of 
labour in the five blocs and evolve a subordinate 
"sectoral coherence"; the others would still be 
without a modicum of economic independence 
and lack any opportunities for national accumu- 
lation. The conflicts between the five blocs would 
shift towards their peripheries, i.e. into the devel- 

11 Cf. La Division internationale du travail, ibid., Vol. I, pp. 10-12, 
Vol. II, pp. 7-65, and Firmes multinationales et division inter- 
nationale du travail, ibid.; cf. in this context Alexandre F a i r e : 
Les conflits interimp~rialistes dana la crise, in: Samir A r a i n  
and others: La crise de I' imp6rialisme, Ed. Minuit, Paris 1975, 
pp. 49-95; Forum pr~visionneh Sc6narios contrast6 de reatructu- 
ration de I'appareil productif fran~ais - Syst~me d'6tudes du 
schema d'am~nagement de ia France, in: futuribles, Nos. 1-2, 
1975, pp. 124-147. 
]2 Cf. La Division internationale du travail, ibid., Vol. I, pp. 12/13, 
II, pp. 65-111. Cf. in this context Alexandre F a i r  e ,  Jean-Paul 
S e b o r d : Le nouveau d(}s~quilibre mondial, Grasset 1973. 
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oping countries, and this would happen espe- 
cially in the geographical areas which cannot at 
present be definitely counted as the zone of in- 
fluence of one particular bloc. 

It is thought that France would hold a much more 
favourable position in the multipolar scheme of 
international labour division than it could expect 
in the bipolar one. In Europe the trend to Euro- 
pean unification is continuing in such a way that 
the dominant place will be shared by France and 
the Federal Republic. Although economically be- 
hindhand, France is for the following reasons 
thought to be able to hold its own: 

[ ]  The small European countries need France to 
counterbalance the Federal Republic; 

[ ]  France is militarily indispensable for the de- 
fence of European zones of influence; 

[ ]  France has an important role to play as a 
nuclear power; 

[ ]  France is a pivot for investments in the devel- 
oping countries; 

[ ]  France cannot easily be replaced as an agri- 
cultural producer in the intra-European division 
of labour. 

The Mediterranean Scenario 

The Mediterranean scenario 13 is a subspecies of 
the multipolar scenario. The emergence in the 
Mediterranean area of a new political-economic 
bloc with the will and potential for relative inde- 
pendence would be a departure from past trends. 
Such a break with previous trends coutd be 
brought about by political changes in Southern 
Europe, conflicts between the Atlantic and the 
European school of thought in Europe, an upgrad- 
ing of the French Mediterrm~an policy, wishes 
for political independence on the part of the oil 
countries and finally by mutual neutralization of 
the USA and the USSR in the Mediterranean area. 

The formation of such a bloc presupposes how- 
ever, as the scenario shows, the existence of cer- 
tain conditions, and these are so unlikely that a 
major change of this kind in the international 
division of labour is manifestly impossible. Among 
these indispensable conditions are a fundamental 
transformation of the Latin countries of Europe 
as well as the emergence of like political objec- 
tives in the Mediterranean countries, especially 
during the transition period. Furthermore, the 
formation of a Mediterranean bloc would require 
some degree of economic autonomy which is un- 
attainable unless the American model of a con- 
sumer society is abandoned. If this were not 
done, the available agricultural production, the 

]3 Cf. La Division internationale du travail, ibid., Vol. I, pp. 13-15, 
Vol. II, pp. 111-176. 

raw material, energy and manpower reserves and 
the market dimensions would not suffice for au- 
tonomous growth under the control of this Medi- 
terranean bloc itself. 

International division of labour according to the 
Mediterranean scenario would place France in a 
very favourable position. France, and to a minor 
degree Italy, would assume the role of technology 
suppliers and ra'ise their production apparatus to 
a higher technological level (thus evolving "sec- 
toral coherence" around Section la). In order to 
avoid disequilibria and to develop a new kind of 
growth not based on the model of the past 25 
years, the division of labour in the integration 
area would however have to enable the other 
countries also to evolve "sectoral coherences". 
Certain industries and production stages would 
have to be taken over by the less advanced coun- 
tries in the region. 

The Importance of the Study 

Which questions are raised by such ideas? For 
the sake of brevity the discussion will be confined 
to a few important aspects while material and 
methodological details will be ignored. 

[ ]  Has the method of scenarios advantages? This 
is a question, which can be answered in the affir- 
mative. The method of scenarios makes it pos- 
sible to get away from the method of trend extra- 
polation which has been proved unreliable, espe- 
cially in the last few years. Secondly, it allows 
consideration to be given to policy alternatives 
for the future. Thirdly, it permits an examination 
of the difficulties to be encountered as a result of 
sweeping changes in the international division of 
labour. In view of the objectives envisaged by 
the developing countries this is bound to give 
rise to further considerations. On the other hand, 
this method of scenarios suffers from substantial 
drawbacks when applied in isolation and not 
combined with probability studies and iterative 
target planning. 

[ ]  Are the three scenarios representative of the 
principal conceivable trends of development in 
the scheme of the international division of labour? 
Some scepticism is called for in answering this 
question as, to give only one example, insufficient 
thought has been given to the repercussions of 
broadly conceived changes in the commodity 
price policy of the developing countries. 

[ ]  Is any of the three scenarios for the interna- 
tional division of labour consistent with the de- 
mands for a new international economic order by 
the developing countries? A bipolar scheme of 
international labour division would if anything 
worsen the status quo from the point of view of 
the developing countries while a multipolar sys- 
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tern would result in no more than a slight im- 
provement ~. It would be a different matter if the 
Mediterranean scenario were enacted. Provided 
the Mediterranean bloc would not have to be 
viewed as an area of French or Italian dominance 
and if it aimed at a growth model fundamentally 
different from the model of the consumer society, 
it could in certain circumstances meet the de- 
mands of the developing countries in this region 
for a new international division of labour. This 
would not however extend to the other develop- 
ing countries, e.g. those in Black Africa, Latin 
America or Asia. 

[ ]  Is the study of the French Ministry of Industry 
and Research of significance beyond the con- 
fines of the intra-French discussion? The answers 

14 Characteristic was the reaction of Samir A m i n ,  a scientif ic 
delegate from the developing countries who represented their 
interest at the study conference of the Ministry of Industry and 
Research on April 28-29, 1976. 

to the three previous questions have already 
shown this to be the case. Besides, the study has 
supplied a wealth of empirical material which 
could not have been collected without the partic- 
ipation of several research commissioning insti- 
tutions in France or without drawing on data of 
the French Ministry of Industry and Research. The 
importance of the study is, finally, indicated by 
the recent launching of a major three-year re- 
search project on the development of the inter- 
national division of labour by the OECD and by 
the fact that -- as the last UNCTAD conference 
demonstrated -- the UN cannot ignore any longer 
the demand for a new international economic 
order by the developing countries. 

It is to be hoped that the consideration of alter- 
native solutions will receive more attention and 
help to find a way out of a situation marked by 
lack of analytical capabilities, originality and po- 
litical determination. 

Regional Associations 

Integration for Development- 
Hopes and Problems 
by Dr Ekkehard Bechler, Hamburg * 

The following article deals with the conditions under which regional associations in the Third World can 
Improve the economic situation of the developing countries and the question how suitable they are for 
this purpose. 

I t is certa~r~ly true ,that the origin of the various 
attempts at economic integration of developing 

countries can only be judged properly if the 
course of interr~ational trade relations since World 
War II is borne in mind. One of the salient features 
of the fifties in tt~is respect was the growing dis- 
satisfaction of the LDCs with a system of world 
trade which limited their role - often under the in- 
fluence of the "pure" theory of foreign trade - to 
that of primary goods suppliers. It had become 
more and more obvious that the low income and 
price elastioities of the world demand for these 
products, in conjunction with the wide short-term 
fluctuations in export earnings, gave them no ade- 
quate basis for those capital goods imports with- 
out which their industrial development could not 
be speeded up or indeed started off. 

This was the reason for the polioies of internal 
diversification .and import substitution by means 

of high tariff barriers and, above all, restrictions 
on consL~mer goods .imports in the fifties. In this 
way it was hoped to make room for more capital 
goods imports, but most of the countries which 
pursued a strategy of this kind had to real, ize 
sooner or later that higher capital goods im- 
ports actually aggravated their balance of pay- 
ments problems, notwithstanding (or even be- 
cause of) their efforts to rep|ace imports. At the 
same time idle capacities and ineffioient plants in 
the semi-finished and finished goods sectors 
showed the limited size of the LDC markets to be 
an ad(~itional hindrance to meaningful import- 
substituting industrialization the moment it spread 
from simple to more advanced products, and this 
problem was aggravated further by uneconomic 
multipllcat, ion of import-competing industries in 
adjacent countries. 

�9 Hochschule fLir Wirtschaft und Politik. 
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