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The Developing Countries 
Crest of g/orld Boom 

on the 

T he  fore ign  t r ade  s i tua t ion  of the  d e v e l o p i n g  count r ies  has  been  show- 
ing cons ide rab le  i m p r o v e m e n t s  recent ly ,  one  ind ica to r  be ing  the  fact 

tha t  the i r  to ta l  c u r r e n c y  r e se rves  are  n o w  h ighe r  than  at  any  t ime dur ing 
the  las t  t en  years .  This  i m p r o v e m e n t  took  p lace  in  spi te  of r e l a t i ve ly  sub- 
s tan t ia l  i nc reases  of t he i r  imports ,  i.e. w i thou t  cur ta i l ing  of impor ts  of re- 
sources  f rom indus t r ia l  count r ies  which a re  so n e c e s s a r y  for the i r  devel-  
opment  process .  Is this  m a r k i n g  the  beg in  of a f u n d a m e n t a l l y  new s i tua t ion 
for these  d e v e l o p i n g  coun t r i es?  

It has  a lways  b e e n  a ma t t e r  of concern  tha t  all deve lop ing  coun t r i e s - -no t -  
w i t h s t and ing  dif ferences  in  ind iv idua l  c a s e s - - h a v e  the  common hand icap  
of insuff ic ient  i n t eg ra t i on  in the  i n t e rna t i ona l  d iv i s ion  of l abour - - insuf f i -  
c ient  insofar  as t h e y  c a n n o t  earn  e n o u g h  expor t  p roceeds  by  the i r  own 
efforts, in  o rde r  to b u y  as m a n y  goods from the  indus t r ia l  count r ies  as 
would be  n e c e s s a r y  for a speed ie r  economic  growth.  Up to now, the  re la t ive  
di f ference b e t w e e n  the  real  pe r  capi ta  income in mos t  deve lop ing  countr ies  
and  tha t  in  a d v a n c e d  coun t r i es  has  even  increased,  let  a lone  the  a r rea rs  in  
absolu te  values .  The  necess i ty  of acce le ra ted  g rowth  in the  deve lop ing  
count r ies  c a n n o t  be  den ied  so long as this  t rend  is cont inuing .  

The insuff ic ient  i n t eg ra t ion  of these  coun t r i es  in the  in t e rna t iona l  d iv i s ion  
of l abour  is a lso ind ica ted  b y  t he  con t inuous  dec l ine  of the i r  s h a r e  in  wor ld  
trade. The i r  sha re  in  wor ld  expor ts  a lone  fell f rom n e a r l y  2 5 %  in 1958 to  
about  21 ~ in 1965. Admi t t ed ly ,  this has  been  la rge ly  due to the  change 
of the  t e rms  of t rade,  s ince  expor t  pr ices  of deve lop ing  countr ies  fell, 
whe reas  those  of the  indus t r i a l  countr ies  rose.  However ,  also quan t i t a t i ve ly  
the expor t s  of the  deve lop ing  countr ies  could not  keep  pace.  For  t ha t  end, 
the i r  expor t  p roduc t ion  p rog ram lacks the  n e c e s s a r y  d i f fe ren t i a t ion  bo th  
"hor izon ta l ly"  and "ver f ica l ly"- - i . e .  the  d e g r e e  of process ing.  An  expor t  
p roduc t ion  p rog ram based  m a i n l y  on raw mate r i a l s  is bound  to h a v e  the  
consequence  tha t  these  count r ies  do not  share  in full the  expans ion  of 
world t rade  induced  b y  growth.  

It is impossible to integrate the developing countries more efficiently in 
the international division of labour without considerably changing their 
expor t  p roduc t ion  pa t te rn .  Such a change,  however ,  can on ly  be achieved 
by  a more  l eng thy  .development  process  for which an  inc rease  of fore ign 
resources  is a necessa ry ,  though  not  the  on ly  condi t ion.  The h igher  the 
imports  of fore ign  resources  are, the  quicker  can  the  d e v e l o p m e n t  process  
take place. In this context ,  the  policy of "aid b y  t rade"  will  h a v e  to p lay  a 
dec is ive  role, but  can only  do so, if the ex is t ing  expor t  p roduc t ion  assort-  
ment  of the  deve lop ing  count r ies  finds mos t  f avourab le  m a r k e t i n g  condi-  
tions. Apa r t  from ins t i tu t iona l  factors  such as protec t ionism,  t hey  are  deter-  
mined to a v e r y  h igh  d e g r e e  by  the bus iness  s i tua t ion  in the  indust r ia l  
countr ies .  

This has been confirmed by the recent development. The stated improve- 
ment of the developing countries' foreign trade situation is mainly a result 
of the strong expansion of their exports to industrial countries. The devel- 
oping countries are riding with the high tide of the boom in Northern 
America and Western Europe--as, vice versa, they were dragged down by the 
low tide of recession in 1958. It has often been said that a good economic 
policy is forming the best condition for a good social policy. In a similar 
sense one could say that good business and growth policy in the industrial 
countries is forming a very important condition for a speedy development 
in the developing countr ies .  Dr. Han&Ji~rgen Schrnahl 
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