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• 
Jean-Pierre Gern 
HOW FAR CAN INTERNATIONAL TRADE CONTRIBUTE 
TO GROWTH IN NON-INDUSTRIALISED COUNTRIES? 
RECONSIDERING THE FOUNDATIONS 

Abstract 
To the queslion: 'Can non-industria/ised countries find a path to growth in the opening 
to the worfd economy, through the abolition of all kind of restrictions to external 
economic ffows?" we had to give a very qualified answer: 
- The /iberalization of external relations in a worfd where factors of produclion are 

partly mobile and techno/ogical levels unequal induces not an optimal allocation 
of all resources, but a partial migration (capita/, qualified, labour etc.) from the 
poorer countries to industrial ones and consequently the under-utI/ization of the 
other local resouress. 

- Market forces induce the use of comparative advantages In the sense of the best 
use of existing production structures (Rlcardo) but not of the achievement of 
structural changes needed for the optimal uses of the factors of produclion 
(Heckscher-Oh/in), whether It be technical innovation, creation of externa/ides, 
better sectorial and ragional integration. their effect is consequendy /imitad to a 
better distribution of resources among sectors (Ricardo) and does not secure a 
growth process. 

- Does the general equi/ibrium model determine proper terms of Irade and can the 
rate 01 exchange be tixad accordingly? - We discovered, that on different grounds 
the models of both Ricardo and J. -So Mill show, thaI tenns of Irade lend to be 
unfavourable 10 non-industria/isad countries in absolute terms. 

- According to the thaory of comparadve advantages (natural and acquired) a 
country trading with the world market tends to concentrate its exports on a /imited 
number of products. Thls number may be reladvely large for a complex industrial 
economy, which has built up all kinds of advantages, but is dangarous/y smali in 
non-industrialisad countries relying mainly on natural advantages. It means, that tor 
them, market foress act aga/nst the developmant (by divarsificadon) of their exports. 

- Even after Marshall-Lemer. Ricardo's approach to the equi/ibrium of the balance 
01 trade Is still pradominant, desplte the interterence of other transactions, and 
despite Ricardo's disregard for the loss of purchasing power of exports, when a 
devaluation occurs. Taking it Into account resu/ts In the fact that there ma y be more 
than one, or no rate 01 exchange, which brings the balance of trade into equilibrium. 

- Due to the structure of their economy and of their exports and imports, non-indus­
trialisad countries have a lesser chance than others to bring their balance of trade 
Into equlllbrium by a devaluadon. 

- Ricardo dlsragardad a fac~ which was considered as important by his predeces­
sors: that trade Is also a sector of activity, entering in competilion with the others. 
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~ I 
A. Smith consldered, that its deve/opment eould deprive others from needed 
eapital; Fr. QUBsnay denounced the enriehment of lraders as aburden on the 
economy. Such problems are aeute in lesser deve/oped countries, but the turn 
taken by Rieardo exeludes the ISSUB from the theory. 

- Rleardo ssparated the theory of external Irade from the analysIs of the operation 
and growth of the Intemal economy. It was not the case with his predecessors. It 
has been a great theoretiealloss. To it, he substituted the gain in exchange; and 
pressnt theories and poIieies still glve a priority attention to i~ though It may be of 
secondary importance only. 
After havlng consldared all tha reasons, why external trade and a liberal external 

poIley may not Induca growth, as suggested by the models based on the elassieal 
economis~ we do not consider, /hat extemal Irade does not have an important role 
to play, but It would be more along the IInss deve/oped by 18th Century writers, whom 
it may be urgent to redlscover. 

There is today a debate as to the contribution of Intemational trade to the development 
01 the oounbies, which have not suooeeded in building up a cere 01 industries, and which 
the aisis is brlnglng back to thelr roIe 01 suppllers 01 raw material. 

There Is a clear opposllion OOtween the Intuition 01 policy makers, especially of 
the country ltseH and economlsts (see Ralfer 1990 p. 3.). In the dlscusslon the 
polItIclans are not able to make their case, as they are aiways opposed with the loglcal 
rlgour 01 weil known models. 

Varlous ways are open lor the clarHication 01 the debate: 
- to study the trade policles 01 countries whlch suocesslully Industrlalised, or are 

dolng so, and to note the divergenoe between their policies and the textbooks, and 
the reasons lor the differenoes. A useluilight oould 00 galned lrom such studies. 

- to study the non-lndustrJalised oountries and the operation 01 thelr economy; then 
on the basis 01 a proper modelllng 01 economlc Ilows, wllh due regard to the 
count/}"s structures and to a11 Intemal Interdependencies, lind out the optimal role 
of Intemational trade. 
lllough those two approaches would 00 most promislng, we shaJI not consider them 

now. Ouronly arnbltion Is to contribute to the clarification cf a prerequlsite to the theoreticaJ 
aoceptanoe 01 such researches. Indeed thelr results, as meanlngful as they may 00, will 
aiways 00 refuted on the besis cf the theoreticaJ conoepts drawn fram the cIassicaJ 
economists, much eJaborated upan, but not changed in thelr substanoe. 

We shall consequently reread Davld Rlcardo, Augustin Cournot and John­
Stuart MiII: 
- David Ricardo, as the author 01 comparative advantages, whlch, combined with 

the distribution 01 capllal accordlng to Its hlghest prolitablllty, Imply an optimal 
allocation cf resouroes, 

- Augustin Cournot, who In his endeavour to formulate classlcaJ eoonomlcs in a 
mathernatical form as early as 1838 Introduoed a new approach, which Is basic in 
today's textbooks, 

- John-Stuart MIII, who elaborated the basic prlnciples for the conoeption and 
measurement of the galn In exchange and of IIs distribution. 
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Modern theories rest on those fundamental approaches and cannot be questioned 
without a carelul examination 01 those ve/}' foundations. • 

Consequently, in the light of the contribution of those three authors - with minimal 
references to the followers, who developed it - we shall consider same fundamental 
issues facing non-industrialised countries: 
- Does an International liberal eoonomy olfer every oountry a proper oocasion to 

Industriallze? 
- Does it Induoe an optimal allocation of all resources? 
- Does it secure favourable terms 01 trade to lesser developed countries? 
- How lar does It favour the expansion of exports? 
- Will the balanoe of trade of those countries reach naturally an equilibrium, with a 

Iloating rate of exchange or altematively with devaluations intended for the 
purpose? 

- Will the development of external trade favour internal investment? 
- What Is the Impact of external trade on the operation 01 the internal economy? 
- Will it Induoe growth? 

The answer to these questions is no problem to most of todays eoonomists, 
especially in intemational financial circJes. And any policy is challenged with the 
well-known straightforward answers to those questions. 

How far are the cJassicaJ principles applicable? - Much has been argued about 
special cases and situations. But the validity of such objectlons is only admilted ss 
opportunistie short term solution. Areal objeetion to the policies Inspired by the 
stralghtforward application of the classicaJ principles must rest with the questionlng 
of the princJples themselves. 

1. Does an international liberal economy ofler every country a proper 
occasion to industrialise? 

Ricardo's law of oomparative advantages suggests, that International trade en­
ables eve/}' oount/}' to apply its resources to the productions, from which it gets the 
hlghest possible inoome. But Ricardo himself notiees, that the principle applies only 
if there is no International mobility of the factars of productlon. In his well-known 
example of England and Portugal he writes: "11 would undoubtedly 00 advantageaus 
to the capitalists 01 England, and to the oonsumers in both oountries, that under such 
circumstanoes, thewine and the cloth should both be made in Portugal, and therefore 
that the capital and labour of England employed in making cJoth, should be removed 
to Portugal for that purpose" (Ricardo I p. 136). If the faelors of produelion were 
mobile, only absolute advantages would oount, and the oount/}" which has an overall 
lower productivity than others, would not be able to export or even to produce 
anything. 

But Rlcardo did not develop that assumption, so that it Is generally forgolten. Why 
did he not: Because in his time, he observed, that the capital is not moving from one 
oount/}' to another: "In one and the same oount/}" profits are, generally speaklng, 
always on the same level; or dilfer only as the employment 01 capital may be more 
or less secure and agreeable. It is not so between different oountries. If the profits of 
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capital employed in Vorkshire, should exceed those of capital employed In London, 
capital would speedily move from London to Vorkshire, and an equality of profits 
would be effected; but If in oonsequence of the diminished rate of production In the 
lands of England, from the inerease of capital and population, wages should rise, and 
profits fall, It would notfollow that capital and population would necessarily move frorn 
England to Holland, or Spaln, or Russla, where profits mlght be higher,' (Ricardo I 
p. 134). What he considered as a characteristic ofthe eoonomic structures of his time 
Is taken today no more as an observed fact, but as a necessary assumptlon; It Is 
otherwlsa Impossible to dlstlngulsh Internal and external trade. Ever slnce the later 
19th century, that assumption became less and less realistic; today It Is no more 
reaJlstic at all. If Ihe assumption were valid, every oountry would have an opportunity 
to develop Its production even with a productivity lower than In other oounlries for any 
product. The oonsequence of the fact thaI the assumption is nol valid is ralher 
dramatlcaJ, and Ricardo mentions 11: all the capilal will move from Ihe poorer 10 the 
better developed oountry; and nol only Ihe capilal, bul also the population (Rlcardo I 
p. 134, 136). He describes exactiy the situation of the non-Induslrtallsed oounlries: 
Ihalr capltaJ and population strive by all means 10 leave the country for Ihe Indus­
triallsed ones. Whalls called capltal fllght Is only a rational behavlour of the owners 
of capitaJ - oould we expect them 10 be good entrepreneurs, H they were nol maklng 
the best and safest use of thelr capilal? 

Could a change In the rate of exchange modny the situation: - Ricardo would not 
have asked the question In such tenns, as he did not oonslder it a matter of eoonomlc 
poIlcy but rather a result of economlc activities, It Is never-the-Iess possible to apply 
his approach 10 such a question. LeI us Imagine two oounlrles; In one of them the 
labour value of all goods Is higher than In the olher; if there Is no reslrlction to trade 
between them, the former will Import from the latter wlthout oompensating exports, 
until thelr relative level of prices (or their rale of exchange) allows for an equa/ flow 
of goods In the opposlte dlrection. At that stage, they would get the grealest benefit 
from thelr oomparative advantages. The level of Inoome In the poorer counlrywill still 
be Iower than In Ihe other, bul the difference, whlch prevlously rellected thelr relalive 
average productivltyls now nearerto thelr relative productlvityforthe products, which 
can just be exported. Is thaI difference of Inoome bome by capilal or by labour? -
Accordlng to Ricardo's theory ralatively 10 the delermination of wages, 1I will depend 
on the behavlour of labour relatively to reproduction, which detennlnes the subslst­
ance wage and also In this case, 10 migration. If neither capltal nor labour accepts 
the lower remuneration than In the olher oountry, they will both leave Iheir own, 
despite the Inerease In Inoome oblalned from International Irade. 

If we oonslder loday's world eoonomy, brain drain, socalIed capilal flight, Ihe 
Irrepresslble mlgrants' pressure al the border of induslrialised oounlrtes, we can but 
oonelude, thaI If the use of oomparative advantages brings 10 nonlndustrlalised 
oountries some of the benefit of the high productivity of the Induslrialised ones, the 
moblllty of the factors of productlon deprtves Ihem of the chance to Industrlalize. For 
a eloser oonslderation of thaI point, see below. 
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2. Does international trade induce an optimal allocation of all resourees? 

• 
Today's Iheory founded on Ricardo's and Heckscher/Ohlin's approaches has a 

stralghtforward answer 10 the question. But If we take into account - as Ricardo 
suggested - that factors of productlon may be mobile, the answer is not as eVident. 
Nor Is it, if we give up Ignoring the problems of structural change. 

Although c1asslcal eoonomlsts pald quite some attention to the optimal allocatlon 
of resources (see e.g. point 6 hereafter), they oould not achleve what oould only be 
done within a Paretian eoonomlc model. That Is whywe shall refer to It in the following 
development. 

Accordlng to Rlcardo, one factor of production (land) Is not mobile, while capital 
and labour oould be - whlch ralses the Issue: does the allocation of resources tend 
to be optimal In a world, where some of them are more mobile than others? -
Accordlng 10 the marginal theory, mobile resources lend 10 mlgrate where thelr 
scarcity Is greatest and oonsequently thelr return hlghest. If we remember that the 
scarcity of a resource Is relative and Is measured by the value of Its marginal 
oontrlbution 10 productIon, we may not be surprlsed, that mobile factors migrate from 
the countries, where they are scarcest In absolute terms to those, where they are less 
scarce. Indeed, the marginal theory is founded on the substituability of factors, but at 
the same time acknowledges thelr oomplementarlty, as reminded by the followlng 
chart: 

Chart 1: Re/ative scarcity of a factor of production 
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The marginal productivlty of factor A depends on Its amount relatlvely to other 
factors of production. Ifwe inerease the amount of those factors, then the productlvlty 
of factor A passes from curve 1 to curves 2, 3, ... It may be more abundanl in one 
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country (02) and never-the-Iess have a greater relative scardty than In another one, 
where It is less abundant (01). 

The consequence of thls fact is very Important In the International economy, where 
faetors of produetion are not equally mobile. The fact that a greater amount of a factor 
of produetion Inereases the relative scardty and the return of those, with whlch it is 
comblned, does not matter for the owner of that factor. As a result he will probably 
transfer It to the area, where he gets the hlghest return, rather than keep It where it 
would most valonze other factors of productlon. Practically It means, that the mobile 
faetors of the non-Industrialised countries are quite rationally transferred to the 
developed areas, where they are more valorized, rather than stay in the countries 
where they would have the greatest impaet on the productivity of other factors. As 
we can see all over the wond, the mobile faeters of productlon (trained labour, finance, 
... ) leave for the most developed countnes, while non-mobile factors (land, .. . ) suffer 
from a very low productivlty, largely es a result of the emigration of the mobile factors. 

Thls first reason why a liberal international economy does not seeure the optimal 
use of the faeters of production is not the only one. A second should be consldered. 

Rlcardo bulll his model of International trade on the labeur theory of value. 
Heckscher and Ohlln reinterpreted it In terms of the scardty theory of value. it involves 
one consequence, which should not be over-looked. In the theory of Ricardo 
entrepreneurs looklng after thelr own Interestwill by thelr uncoordlnated actions bring 
forth the optimal result deseribed by the theory. Is It still true with the Hedkscher/Ohlin 
model? 

Fer Rlcardo, as weil es for A. Smlth, (11 p. 38) comparative advantages are natural 
or acqulred (I p. 141-142); they consequently Include the organlzation of the 
production seeter wlth its many dimensions and aspecIs; it Is a queslion of existing 
production advantages, whatever their origin Is. The Heckscher/Ohlin model refers 
to the potential use of exlsting faetors of production. Those faetors may be natural or 
may be the result of human activities; but they do not include the aetual organization 
of produetlon. In short, Rlcardo's comparalive advantages are aetual, Heek­
scher/Ohlln's are potential. 

Let us essume, that the openlng of trade ereates new opportunltles in a country; 
the faetor. of production are already engaged In exlstlng activities, where their return 
Is real. If the economy was only a set of enterprlses Independent from each other, an 
entrepreneur might selze the opportunity and overbid the necessary faetors from 
other enterprises. But ~ the profitability of that enterprise Is conditioned by the 
exlstence of others, of a netwerk of services, ... the reallocatlon of the faetors of 
produetlon requlres a dedslon, which cannot be taken at the level of the enterprise, 
but only at a hlgher level; it requires somethlng like planning. 

In conclusIon, the operation of comparative advantages may bring the countries 
to obtaln the best possible return from thelr economie struetures (Ricardo's theory) 
but are not likely to provoke by themselves a change In those struetures: the 
Heckscher/Ohlln model is based on a Walrasian approach, whlch excludes the 
problem of struetural change. The resuits are quite obvious: external trade brings 
countries, espedally the non-industrialised ones to over-expand whatever export­
seelors they have (gettlng the most from their exlsting comparative advantages) but 
does not Induce dlversHication even when It appears to be economically more 
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rational. Thls Is scarcely a fact of experience for economists living in complex 
industrialised economies, but It Is a basic fact in non ·indu~ir lalised economles. 

3_ Does an International liberal economy secure favourable terms of 
t rade to lesser developed countries? 

Terms of Irade of non-Industrlallsed counlries have been diseussed at length. The 
objeet of the discussion is mainly thelr evolution: do they deterlorate? why? Thelr 
level as such Is not the objeet of great attention (except for the research of A. 
Emmanuel and the controversy, it raised), as It Is most diffieult to appredale thelr 
level In absolute terms . 

From the Iheorles of Ricardo and J.-S. Mill we can draw two models, whlch explain 
why Ihe terms of trade of non-Industrlallsed countries tend to be unfavourable In 
absolute terms. 

The terms of Irade aspeet of Rlcardo's theory is not glven much attention , as il 
was rapidly over-shadowed by J.-S. Mill's theory. But It glves a very different approach 
to the subJecI than J.-S. Mill. 

If two countries produce the same usual goods with the same lechnies, and 
consequently the same labour-value, exlernal trade will make Ihem more expensive 
in the country, wh ich develops addltionally some advanced industrial produels. 
Indeed, the olher one will import them, Ils balance of trade will become negative­
whlch in duces eilher an export of gold and a decrease In Ils level of prices or a 
devaluatlon. Consequentiy, it will seil 10 the former country Ihe usual goods al a lower 
price. Such Is the mechanism of the Ricardian model (I p. 141). it means that the 
lesser Industrialised country exports to the more industrialised one goods produced 
with the same productlvity at a prlce, whlch is lower than the cost of productlon of the 
industrlalised country. 

On that ground it mayaiso be argued, that the galns of produetivity of the 
industriallsed countries are not (or only partially) benefittlng the non-industrialised 
countries, which purchase them. How far they benefit from them depends on the 
strueture of the balance of trade. It is not possible to determine it theoretlcally, but 
only to measure it in conerete cases - wh ich is quite unsatisfactory to theoretlcal 
economists. Never-the-Iess Ricardo's answer to the question of the terms of trade Is 
very pertinent and meaningful. Today's cheap prlces for Industrial goods exported by 
lesser Industrialised countries is an expression of that phenomenon. The wider the 
range of Industrial goods offered to lesser Industrialised countries, the cheaper they 
are Induced to seil their own produets, according to Rlcardo's theory. 

In Courno!"s model, terms of trade do not appear. J.-S. Mill builds his model on 
the "terms of interchange" of two goods within two countries and then generalizes to 
n goods. After having analyzed the demand side, he also conslders the supply side. 
He expresses his condusion In the following terms: "The only generallaw, then , wh ich 
can be laid down, Is this. The values at which a counlry exchanges ils produce wllh 
foreign countries depend on two things: first, on the amount and exlensibility of thelr 
demand for its commodities, compared with ils demand for Iheirs; and secondly, on 
the capital whlch It has to spare, from the production of domestie commoditles for its 
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own consumptlon. The more the forelgn demand for Its oommoditles, and the less 
capitallt can spare to produce for foreign markets, oompared with what foreigners 
spare to produce for Its markets, the more favourable to it will be the terms of 
Interchange: that Is the more it will obtain of foreign oommodities in return for a given 
quantity of its own." (Mill p. 6(4). 

It appaars, that terms of trade tend to be favourable to a oountry, H the extern al 
dernand for 115 produetlon Is high, whereas Its own demand for Imported goods shows 
a great elasticlty to prlce Inereases (p. 602). They tend to be favourable Hits supply 
Is Inelastle In face of an inerease In demand, whereas externaJ supply Is elastie In 
face of an Inerease In Its demand (p. 609). 

For a more rlgourous and more oomplete application of the model, it is necessary 
to conslder speclfically all the elasdclUes Involved. Additlonally It Is necessary to make 
the dlfference between upward elasticlty and downward elastlcity. EVidently, if supply 
and demand are represented by curves, It Is mathematicaJly not concelvable that 
elastlcity mlght be different upward and downward. But leavlng aslde the mathemati­
cai expression, we oonsider only the eoonomle faet that oonsumers and producers 
do not reaet symetrlcally to an Inerease or to a deerease In prices. 

In order to have a oomplete picture we have to conslder upward and downward 
elastlcities of the supply of exports and of the demand for Imports In both oountrles. 
The terms of trade will be most favourable wlth the oonstellation given In chart 2. 

Chart 2: Elasticities favourable to the country's terms of trade 

in the country abroad 
-

to an to a to an to a 
increase decrease increase decrease 

Demand for imports e i i e 

Supply of exports i e e i 

e - elastle 
I - Inelastle 

Aooording to the eoonomle struetures of the oountry and of Its partners abroad, 
accordlng to the nature of Imported and exported goods, oountries will be nearer or 
farther to the optimal oonstellation. 

I1 we oonslder the case 01 non-lndustrlaJlsed oountries, we dlsoover, that their 
situation Is generally unlavourable. Indeed: 
- thelr dernand lor Imports Is Inelastie to higher prices, as Imports are largely 

Indispensable to the operation of the eoonomy or to the survivaJ 01 the population, 
- HImport prices decrease (which scarcely happens), as Imports are mainly limited 

by lorelgn exchange, they will be maintained In vaJue rather than in volume; i.e. 
elasticlty-1. 

- thelr supply 01 export produets Is dramatlcaJly Inelastle to a deerease in prices, 
partly because they oonslst 01 natural products, the output of which cannot be 
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modified In the short term, partly because they fight to malntaln thelr earnlngs 01 
forelgn exchange. To an Inerease in prlces, their pr,pduetion Is lor the same 
reasons relatively Inelastie in the short term, but too elastie In the long run. 

- The extern al demand for their produets Is generally inelastie in the short term for 
raw materials, though stockpiling in oonsumer oountrles may make it very elastie 
to an inerease in price and push prices down. In the Ion ger term it is generally 
elastie to an inerease in prices (See K. Raffer 1987 & 1990 p. 8). 

- Flnally, the supply 01 Imported goods is generally elastic to a deerease in prices, 
esp. for Industrial products (producers deerease their production rather than their 
prices), but It is also elastie to an inerease in prices. 
From these general charaeterisllcs of non-industrialised countries, even without a 

detailed examinallon, It appears, that aooording to thls approach as weil, thelr terms 
of trade tend to be unlavourable. We surely did develop the model 01 J.-S. Mill beyond 
what he had himseH proposed, but did we betray his line 01 thought, while giving it a 
more rigourous shape: - In any case his approach enables us today to analyze in 
a meaninglullight the situation 01 non-industriallsed oountries. 

4_ How far does a liberal International economy favour the expansion 
of exports? 

Aooording to Ricardo, the openlng 01 borders will Induce the oountry to develop 
the products lorwhich It is most oompatitive and to abandon those lor which It Is least 
oompetitive relatively to others. In a !Wo oountry model, the range 01 goods exported 
Is large, as the external demand is limited by the market of the other oountry. 11 we 
oonsider an country model, eoonomlc rationallty induces the oountry to concentrate 
on the product(s) showing the greatest oomparative advantage, and to drop all others. 
This Is the 10gicaJ oonsequence 01 Ricado's theory. Emplrically, Industrialised ooun­
tries do not show a oIear tendenoy to such a ooncentration , as they have built up 
"aequlred" advantages in a number ollields. I1 such a tendenoy is not very evident 
(though present) in industrlalised countries, it is on the oontrary very meanlnglul in 
non-Industrialised ones. As we have seen earlier, aequirlng a comparative advantage 
Is not)ust a question offactors endowment, but 01 produetion struetures. Consequent­
Iy in oountries, which depend mainly on natural advantages, market lorces induce a 
great ooncentration on a very limited number 01 produets, all the more so that 
inlrastructures and oomplementary services are set up lor those produets. Many 
governments made great endeavours to dlversllytheir exports ... but wlthout success. 
Their unsuccess has not to be explained by the weakness 01 their polioy, or by the 
iII-wili 01 eoonomic actors. It is the sheer oonsequence 01 Ricardo's principle. Enlarg­
ing the range 01 exports goes against the Immediate eoonomic rationality 01 producers 
and exporters. It requires a politicaJ intervention, which history has shown to be 
requiring more, than oould be assumed by governments In the recent decades. 

I1 the greatest oomparative advantage is to be drawn Irom a limited - very 
limited - range 01 produets, considerlng that the market will open the way to other 
products, when saturation point Is reaehed lor the first ones, should It be a 
problem? 
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In a purely theoretlcal approach Includlng no other parameiers, we may say no. 
BUI we cannollgnore Ihe oonsequenoes 01 the oonoentration 01 exports resulting Irom 
comparallve advantages: ' 
- Ilrst the dependency 01 Ihe national economy on reoelpts 01 lorelgn exchange, 

whlch prove to be hlghly Insecure, wllh Iluctuations and erlses; and sooner or later 
a saturation point, wh ich will compromlse the growth 01 the national economy, 

- secondly, the lact that the national eoonomy builds ItseH around these export 
products - whlch ereates a structural setting in whlch the constitution 01 com­
paratlve advantages lor olher products Is made more dlfficull The polarization by 
the export products makes ~ dlfficu~ to develop alternatives or even substitutes, when 
they reach thelr oelling or lall. 
Besldes those Intemal lactors, we should also conslder the limits imposed Irom 

outside to the expanslon 01 exports by a liberal International economy. But we limit 
ourselves to the contrlbutlon 01 the authors chosen; the Impact 01 comparalive 
advantages on the conoentration 01 exports as shown by Rlcardo requlres In ItseH 
qu~e some rethinklng. 

5. Will the balance of trade of non-industrialised countries reach an 
equllibrium? Can a davaluation help? 

Rlcardo proposes a way by whlch equllibrium ollhe balanoe 01 trade Is secured 
or restored Q p. 13~140). Coumot is not preoocupied by the baJanoe 01 trade (1877 
p. 207-209). J.-S. MIII and A. Marshall work on the assumptIon, that It Is In 
equlllbrium. Present poIlcies lor baJancing Imports and exports are In lact based on 
Rlcardo's theory: a devaluatlon makes exports more competltive abroad and Imports 
less so on the locaI market. 

Is tt enough to bring the balanoe 01 trade to equlllbrlum? - The demonstration 01 
Rlcardo has been loIlowed ever slnoe. But it requires some more examination. 

let us lirst loIlow Rlcardo's assumptions: 
- supply Is perfectly elastle, 
- dernand perfectly inelastic, 
- transaction prioes are the Intemal prloes 01 the exporting country. 

In a \Wo counlry, two product model, there is no permanent equilibrium. An 
equlllbrium can only be reached In an product model. Rlcardo dld not elaborate much 
on an product model - which may explain that he did not pay more attention to a 
cruclal lact. 

Accordlng to his th90ry, equilibrlum Is restored Ihrough a modilication In relative 
levels 01 prloes (which Is equlvalent to a devaluation). Such a modificatlon has two 
effects: 
- The one - whlch Rlcardo oonsldered - Is the lact that products whlch In terms 

01 labour value, or at the lormer level 01 prloes, could not be exported become 
competltlve, whlle some Imported products are no more competltive on the 
national market (I p. 140). This effect Improves the balanoe 01 trade. 

- The other one - whlch Rlcardo omitted 10 conslder - Is that the purchasing 
power 01 exports decreases. It may 01 course be compensated lor by the inerease 
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in their volume, but not neoessarily so. In national currency, a 1 % devaluation 
would Inerease the value 01 exports by the value 0l,II1elr possible inerease in 
volume, and Inerease by 1 % the value 01 imports, minus the effeet 01 thelr possible 
decrease In volume. In lorelgn currency, the value 01 exports would be decreased 
by 1 % minus the effect 01 thelr possible Inerease in volume, and that of Imports 
decreased by their possible decrease in volume. 
If we combine the \Wo effeets, the link between rate of exchange and balanoe of 

trade appears as in chart 3. 

Chart 3: The effect of a change in the rate of exchange in a ricardian model 
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rate of exchange 

According to the structure 01 exports and imports and 10 the Inerease or decrease 
in volume, which can ba expected at every change in the rate 01 exchange, there will 
be one, more than one or no rate 01 exchange, for which the balanoe 01 trade will be 
in equilibrium. An expression ofthis phenomenon is to be lound in A. Marshali (1879). 

We so lar have worked wlth Ricardo's assumptions. It is worth while checking n 
with the assumptions 01 Coumot (1838) relatively to demand and supply elastlcities 
and to prioes, we can expect the same resull. His assumptions have been taken over 
by the modern theory. 
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With Gournot's assumptions, prices COrtespond to the international equilibrium 01 
supply and demand, quantities imported to national demand at that price and 
quanUties exported to national supply at that price. RelaliVely to Ricardo's model, It 
modHies the effect 01 a devaluation In lour ways: 
- not only are new goods exported , but also greater quantltles 01 previous exports, 
-In national currency the prlce 01 exports inereases, to reach a new equilibrium 

along the supply curve, 
- the volume 01 each import deereases, 
- the prlces lor Imports In loreign currency should decrease. 

Those lour elements tend to damp down the perverse effect 01 a devaluation, but 
da not eradlcate It (see MarschalVLerner theorem), especially not in non-indus­
trlalised countrles, where It is stranger. 

But the conduslons, which we draw Irom Gournot's assumptions, are only valid in 
a IWO country model, ar at least a model with a limited number of countries. When a 
,maller country Is facing the world market, It cannot inlluence it. It brings us nearer 
to Rlcardo's assumptIons, with that difference that export prices are not the Internal 
ones, but the foreign ones. If the oountry Is able to inerease Its share of foreign 
markets by under-bidding Its competltors, we are nearly back to the problems arislng 
from Ricardo's model. 

The equilibrium of the balance of trade Is a very different Issue in Industrialised 
and In non-Industrlallsed countries. From chart 3, it appears, that reaching the 
equllibrlum means slmultaneously: 
-In farelgn exchange: a competition beIWeen the deereaslng unit prices 01 exports 

and theinerease In thelr volume, 
- and In national prlces, beIWeen the Inereased prices 01 imports and the deerease 

of thelr valume. 
The condltions of the competition are quite different In Industrialised and in 

non-Indusbiallsed oountrles. Besldes the dlfference In Ihe effect on prlces, there Is 
a great difference In the reactlon of the economy: 
- far exports, Industriallsed oountrles have a wide range of products to offer, at every 

rate ofexchange thelr supply of exports Is qulte elastie; whereas non-Industrlalised 
countrIes live from a very limiled number of export products, Ihe supply of those 
products cannot be Inereased in the short perlod; H it could, the fight for a larger 
share of a raw material market, where compelitors also conslder their share as a 
survival affaIr ... may be detrimental to all producers. See chart 4. 
A similar phenomenon affects Imports: Industrialised countries can substitute 

national production to Imports far a non-negligeable share 01 Iheirimports, and market 
forces will bring ilforth if import prices inerease. On the contrary, in non-industrialised 
countrIes Imports have no local substitutes In Ihe short term, and their deerease 
instead of favouring local production makes it more difficult by lack of inputs. Ghart 5 
iIIuslrates the situation. 

44 

Chart 4: Goods available tor export 
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Chart 5: National production available tor the interna! market 
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While developing the Ricardian approach, we come to the conclusion, that 
balanclng trade In non-Industrialised countries is not very evident. Their situation has 
been made ambiguous by the fact thaI they are partners to industrial countries: il 
gives Ihem great opportunltles to export same natural produets, for which they have 
a relative avanlage. But those markets are unstable, and they have praetically no 
means 01 faang efficiently a deficil. A manipulation 01 the rate of exchange does not 
bring them whal Ricardo expected; nolhing less of a reslructuring of the economy 
can salve the problem. Hence the puzzle of IMF policies in Alrica. 
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6. Will the development of trade favour Internaiinvestment? 

For the dasslcal economists, Investment depends malnly Irom avallable capital . 
When It Is not the case, the models 01 18th century wrlters are more approprlate (we 
shall not conslder them here). The conlrlbutlon 01 the dasslcal writers, whlch we shall 
conslder Is consequently meanlnglul for countries with a dominant capltal conslralnl. 

On the relation between extemal Irade and Internal Investment, Rlcardo opposes 
vlolently A. Smlth. For the latter, eXiernai trade Is a sector 01 actlvlty Iike the others, 
whlch mobllizes resources, and especlally capltal. Consequently n a part 01 cap.talls 
withdrawn Irom other sectors to be Invested In external trade: 
- there will be less capital avallable for the other sectors (e.g. agrlculture) 
_ the rate of prolit expected Irom any investment will be higher, to the detriment 01 

the least productlve sectors (11 p. 23). 
Rlcardo, with due respect to his master (I p. 128-129) opposes strongly thatview. 

Why? -It appears as astrange case of mlsunderstandlng, as Rlcardo deas not really 
answer to the argument 01 A. Smlth. He does not enter Into his vlews at all, as lor 
hlm, Irade Is not a sector of actlvlty. When he comes to Investment in Irade, it is 
Investment In the export sector. Consequently he oocults completely the problem 
ralsed by A. Smlth. Thls fact has had heavy consequences, as the theory 01 
Intemational Irade lost at that time and until now an Important Issue and set aside 
Important phenomena: 
_ competitlon between Investment In Irade and In Industry. It was strong In 18th 

century Europe and ralsed many conlroversles. It has devastating elfects In 
today's non-Induslrlalised counlrles. Indeed, Irade and especlally Imports Is saler, 
brings hlgher dlvldends, more rapldly than any productlon actlvity. Not only deas 
It hlJack national capltal from productlon, but It also ralses the expected profit In 
other activltles - which wlthdraws parts of the national market from national 
productlon. Besldes, as traders are a politically strong group, they can blas the 
Institutlonnal system In their favour ... and against Industrlal developrnent 

- the burden of Irade on productive actlvlties. Modern theory excludes such an 
eventuallty, as It Is founded on the assumptlon that In all sectors Includlng Irade, 
remunerations are equal to marginal productlvlty; sklmmlng the economle surplus 
of other sectors Is consequently excluded. In the 18th Century, Fr. Quesnay had 
brought thls phenomenon to light and had protested agalnst the idea that the 
enrlchment of Iraders Is a source of economle growth. This problematie has been 
exduded by Rlcardo, but it Is very actual In non-Induslriallsed countries. To 
develop, productive actlvltles must beneflt from lavourable terms of exchange (In 
Internal as weil as In International Irade). IMF Is stresslng It for agrlcultural output, 
but deas not seem to conslder the second element of the question: the faculty for 
rural producers to purchase usetul products at lavorable prices. Unhapplly on the 
countryside In those countrles, traders enJoy more or less a monopoly In selling ' 
and purchaslng, and consequently rlsk to block rural development by the deterior­
ation of the terms of exchange of producers due to thelr excessive marglns and 
profits. Market economy may prove Inelflclent In that contexl. The same phenome­
non oocurs In the external relations: the aocumulatlon of wealth byexport-Import 
lrader. compromlses the chances of Internal growth. 

46 

7. What is the impact of external trade on the oPllration of the inter-
nal eeonomy? • 

The Influence of extemal Irade on the Internal economy had been the object of 
much th inking and research in the 18th century. A. Smlth stili glves it quite some 
Importance. On the other slde, he states, that it inereases utilitles, but not values (11 
p. 25). Their is no galn from exchange. Rlcardo first follows thls statement (I p. 128), 
though his own theory proves the conlrary. (I p. 140). A. Cournot and J.-S. MIII were 
more sensitive to the galn In exchange and to Its distribution. 

Galn in exchange is presently the main argument to advocate the integration of 
non-Industrlalised countries In the world economy: 'n every country produced that lor 
what it has the greatest conparative advantages ... ' ... but who gets the benefits of 
the galn In exchange: J.-S. Mill has studied the reasons why one 01 the partners may 
not get anything: ' It Is even posslble to conceive an extreme case, in which the whole 
of the advantage resulting from the interchange would be reaped by one party, the 
other country gaining nothing at all. There 15 no absurdlty In the hypothesis that, of 
some glven commodlty, a certaln quantity Is all that is wanted at any price; and that, 
when that quantity Is obtained, no fall In the exchange value would Induce other 
consumers to come lorward.' (p. 599). To his reasons, Arthur Lewis later added the 
condltlons of the labour market in a very meanlngful way: 'La prlnclpale raison pour 
laquelle les prodults commerclaux d'orlgine tropicale sont si bon marche, en termes 
du niveau de vle qu'lIs peuvent assurer, estl'lnelflcacile de la productlon de produits 
alimenlaires d'origlne Iropicale par habllanl. La quasi lotalile des avanlages resullanl 
d'un accroissement de I'elficaclle dans les induslrles exportalrices va aux consom­
mateurs etrangers; alors qu'un accrolssemenl de I'efflcaclte dans le secteur de la 
productlon alimentaire de subsistance entrainerall aUlomatiquemenl une augmenla­
tlon des prix des prodults commerclaux.' (p. 90) 

18th century economists were not so sensitive to Ihe galn In exchange, as to Ihe 
elfect of exlernal Irade on internal flows, to such point Ihal Hume considers, Ihal Irade 
may be dlspensed with after a time, after It has had a sulflclenl chance 10 change 
internal economle slruetures (p. 18) and Fr. Quesnay that the posslbility 01 eXlernal 
trade may in some oases have the desired elfeet even if II does not oocur (p. 536). 

Those very meaningful developmenls on Ihe effeet of exlernal Irade on inlernal 
flows and struelures were complelely left aslde by Rlcardo, and consequenlly by 
economle theory after him. 1115 Indeed a great loss and 1115 worth whlle wonderlng 
why Ricardo dlsregarded such a rich Inherltance. 

He surely dld not disconsider It, and he surely knew 11. If he left il aslde, It 15 to our 
underslanding because it dld not enler inlo his model. His whole economlc model is 
bullt wllh a dominant capilal constralnl. Nothing can Increase produetion short of an 
Inerease in capllal. Development of new flows, elfeet on prices, ... left hirn Indifferent, 
except when it came to flows and prices of subsistence, whlch In his syslem alleel 
the rate of profil. When Mallhus In his 'Prlnclples' Irled to convlnce hirn that outlay 
may be a problem, he trusled his belief in Say's 101 des debouches. 

The openlng of new markets had more meanlng for A. Smlth, who pald great 
attention to the effects of Irade wlth America. He even consldered, that countries 
whlch did not particlpate In It mlght get benefits from II (11 p. 211-213). Of course, 
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10r hirn, the rale 01 profit tends to decrease when cal?ital accumulates, the market 
getting narrower. Therelere new markets meant new potential developments. But 10r 
the 18th century economlsts, it was not only a question of market, but 01 stimulation 
between extemal and Intemal I10ws (See J.- P. Gern: 'L'industrialisation en Alrique: 
sortir des modeles de pensee mercanUlistes' In: Etudes Internationales, juin 1990). 

11 we summarlze the Influence 01 Rlcardo and 01 his 10llowers on thls point, we 
have to acknowledge a great Impoverlshment 01 the theory. And we can actually 
ragret, that loday's pollcJes are still bearing the burden of that Impoverlshment: very 
llltie attention Is glven to the link between exports (or imports) flows and the dynarnlc 
01 Internal Ilows. Uslng 10r Instance a model 01 export led growth means not so much 
sponsering exports, as working on the Internal effects 01 the I10ws 01 export. II the 
rest 01 the economy Is Impoverished to lavour exports (as Is sometimes the case In 
IMF recomendatlons) how lar can the impact of the I10ws 01 export be positive. Fr. 
Ouesnay would ralse many questionsl 

8. Will external trade Induce growth? 

Extemal trade as the best way to Induce growth Is central In today's approach. 
Which Is the theoretical beckground 10r that beliel? Interestingly enough, 18th century 
economlsts, who had developed qulte adequate models to that end are presenUy 
Ignored; the background is the use 01 comparative advantages. But Rlcardo did not 
expect growth lrom external trade. 

Rlcardo conslders each country wlth Its advantages, natural or acquired, that Is 
wlth Its exlsting structures: socJal, econornlc, ... What he expects lrom trade is to get 
the best lrom the operation 01 the existing structures. He does not expect that trade 
might modity them In the sense 01 growth; glving up less productive activmes and 
uslng the resources made available 10r more productive ones, that is what he 
expected. It Improves the situation, increases the Income, but to a limited extent, and 
nothing beyond. His theory Is now used wlth a very different meaning, even without 
noUng the difference, as H gettlng the best lrom comparaUve advantages was a way 
of translorrnlng economlc structures. It Is surely the Influence 01 the marginal theory, 
whlch did not InvesUgate growth, and could not really do It as long as It Ignored 
structures and structural changes. It could only work on the best allocation 01 
resources, whlch Imply structural changes, but without givlng In any way account 10r 
the operation 01 such changes. 

There is consequently a great amblguily in using models based on comparative 
advantages as a basis 10r growth policies. 11 comparative advantages are understood 
In the sense 01 Ricardo, they cannot be the basis of a growth process; H they are 
underslood In Ihe sense 01 Heckscher/Ohlin, the process of structural change is 
occulted and market lorces cannot be expected to produce it. 

It Is the dominant capltal constralnt which brought Ricardo not to expect anything 
lrom trade to loster growth , except In one case: Irade can counteract the effect of 
dlmlnlshing returns In l00d production and consequently maintain low wages, the rate 
01 profit high and consequently the Investment (I p. 133). This specHlc Impact of Irade 
on growth is still meanlngful, and could even be enlarged to a wider range 01 issues: 
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the productivlly 01 a sector may depend In many ways lrom that of others; H It Is 
unefficient, Imports may bring a solution. In the case wh!lfe most 01 the economy Is 
rather Inefficient, there may be a criticaI choice as to which secters to maintain, whlle 
improving their extern aI economies IIlrough imports and whlch ones to give up, and this in 
a dynarnic time perspective. Ricardo is opening here an interesting palll to reflexion. But 
fer the rest, his theory does not show that Irade can be lIle besls fer growth. 

Other effects 01 external trade on growth were brought to light by A. Coumot. He 
made long calculations to measure the effects 01 Irade on national income; they are 
not very convincing, less than Fr. Ouesnay's approach. But he rose meanlngful 
questions 10r non-industrialised countries: 
- As a result 01 his calculatlons (1838 p. 180/181) he lears a loss of Income 10r the 

importing country. Of course exports will be needed to pay 10r that additional 
Import; but Is a decrease in Internal demand coupled with dlfficulties in the balance 
01 payments a neutral phenomenon: At which cost will the equilibrium of the 
balance 01 payments be re-established? 

- For A. Smith It is an economic stimulation .. .for leading economies, 01 course, but 
10r low productivily ones: 

- He brings to light the lact that the export 01 a given good makes it more expensive 
on the national market (unless marginal cost decreases with quantity) (1838 
p. 102). The result is a loss 01 purchasing power for the consumers 01 that good, 
bul a gain 10r its producers. Accordlng to their income level, consumers may have 
to give up purchasing it. For instance the opening of a market 10r cassava in Europe 
as 100d lor chicken may have dlsastrous effects in Afrlca. With a high er level 01 
Income, Europe may excJude African consumers from the market. Will recelpts In 
10relgn exchange allow them to buy an equivalent quantily of 10od: Will the 
beneliciarles be the consumers: What will be the Impact on consumption in 
Alrica: - The answer is not straightfOlward. 

9. Concluslons 

Every economlst bears In his mlnd the wondertul construction 01 the marginalist 
school. Conlronted with the problems 01 trade cycJe In industrial countries, he may 
oppose to It a keyneslan approach. But did the Keyneslan revolution reach Interna­
tional trade? Development economics were built on the basis 01 a Smithian and 
post·Keynesian approach (Ille Harold-Domar model is the key stone 01 most 01 it). 
Consequently, the problem 01 international trade and development is today treated 
in the light 01 a Ricardian approach (Ior development) enriched with the neocJassical 
contribution 01 Heckscher and Ohlln (Ior trade). 

We therefore reconsidered the problematic as lt was brought 10rth by the cJassics 
-ollen problems raised by the lounders of a paradigm are Ignored by the lollowers, 
or laults In the constructlon appear better In the early stages of a theory. We should 
have considered as weil the contribution 01 earlier and later authors, which we left 
aside lor the time being. 

The theory 01 general equllibrlum and Intemational Irade built In lIle context 01 the 
marginal school of thought glve to our mlnd such a coherent, rational and convlncJng 
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model, that It I. but too understandable that most 01 today's policies lor poorer 
countries are elaborated on that ground. 

But the ground Is not safe, our short analysis 01 Ricardo, J.-S. Mill and A. Coumot 
has brought to light a lew traps. More could have been lound out, and even more 
could have been sald on the applicability 01 the approach to present problems in a 
wo~d, whlch Is structurally so differentfrom the one, in which the basis 01 the theories 
were lald: lor Instance to Interference between balance 01 payment and balance 01 
Irade - whlch surely would have suggested to Ricardo a quite different approach, ij it 
had been so In hls time. 

Besldes the com/ortable, rational background just mentioned, today's economists 
have another reason to hold their views: the success 01 a number 01 countries, which 
opened thelr economy to the world market and Industrialised In aremarkable way. It 
Is just a questlon 01 horse and cart: did the openlng to the wo~ marl<et open the way 
to Industrialisation: or dld a strongly bui~ Industriallsation prooess require a rapid develop­
mant cf extemal relations: - Exoept ler endave econornies like Singapore, the latter may 
weil be true. 

To the questlon: 'Can non-Industrialised countries lind a path to growth in the 
opening to the world economy, through the abolition 01 all kind 01 restricüons to 
external economlcllows' we had to give a very, very quali/led answer. The opposite 
to bed policies Is not the exduslon 01 policies, but the good management 01 proper 
ones. The Iree operation 01 the market does not lulfill the expeetatlons 01 the 
text-books. For the maln points: 
1. The llberallzatlon 01 external relations In a wo~d where laetors 01 production are 

partly mobile Induces not an optimal allocation 01 all resources, but a partial 
migration (capltal, quallfled labour, ..• ) Irom the poorer countries to Industrial ones 
and consequently the under-utilization 01 the other local resources. 

2. Market lorces Induce the use 01 comparative advantages In the sense 01 the best 
use 01 existlng produetlon structures (Ricardo) but not 01 the achievement 01 
structural changes needed lor the optimal use 01 the lactors 01 production (Heck­
scher/Ohlln), whether It be technlcal Innovation, creation 01 externalities, beUer 
sectorlal and regional Integration. Thelr effect is consequently limited to a beUer 
dlst~butlon 01 resouroes among sectors (Rlcardo) and does not secure a growth 
prooess. 

3. Does the general equlllbrium model determlne proper terms 01 trade and can the 
rate 01 exchange be lixed accordingly: - We discovered, that on different grounds 
the models 01 both Rlcardo and J.-S. Mill show, that terms 01 trade tend to be 
un/avourable to non-Industrialised countries In absolute terms. 

4. Accordlng to the theory 01 comparatlve advantages (natural and acquired) a 
country tradlng wlth the world mar\(et tends to conoentrate ils exports on a limited 
number 01 products. Thls number may be relatlvely large lor a complex Industrial 
economy, whlch has built up all kinds 01 advantages, butls dangerously' small in 
non-industriallsed countries relylng malnly on natural advantages (besides, ae­
quired advantages tend to narrow thelr range 01 exports). It means, that lor them, 
market lorces aet agalnst the development (by dlversi/ication) 01 their exports. 

5. Rlcardo's approach to the equilib~um 01 the balanoe 01 trade Is still predorninant 
In todays theories, despite the Interferenoe 01 other transactions, and despite what 
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we would call an error in Rlcardo's approach: his disregard lor the loss 01 
purchasing power 01 exports, when a lower price leve) '(or a devaluation) occurs 
(or despite MarshalIllerner). Taking it into account results in the lact that there 
may be morethan one, or no rate 01 exchange, which brings the balance 01 trade 
into equilibrium. 

6. Due to the structure 01 their economy and 01 their exports and imports, non-Indus­
triallsed countrIes have a lesser chancethan others to bring their balance 01 trade 
Into equilibrlum bya devaluation. 

7. Rlcardo disregarded a lact, whlch was considered as Important by his predeoes­
sors: that trade is also a sector 01 activity, entering in competition with the others. 
A. Smlth considered, that its development could deprive others frorn needOO 
capital; Fr. Quesnay denounced the enrichment 01 traders as a burden on the 
economy. Such problems are acute in lesser developed countries, butthe turn 
taken by Rlcardo excludes the Issue Irom the theory. 

8. Ricardo separated the theory 01 externaltrade Irom the analysis 01 the operation 
and growth 01 the internal economy. It was not the case with his predecessors. It 
was a greattheoreticalloss. To it, he substituted the galn In exchange; and present 
theories and policies still give a priority aUention to it. though it may, be 01 secondary 
importance only. 

9. After having considered allthe reasons, why external trade and a liberal external 
policy may not induce growth, as suggested by the models based on the classlcal 
economists, we do not conslder, that external trade does not have an important 
role to play, butltwould be more along the lines developed by 18th Century wrlters, 
whorn it may be urgent to rediscover. 
Today's policies, In their endeavourto develop exports as a basis for growth come 

badly near to the approach of the mercantilists. That approach was duly challenged 
in the 18th Century as il fosters specific sectors or enterprises to the detriment of 
others without taking Into account the lact that the economy 15 an integrated system 
01 Ilows - wh ich makes such pollcies seij-defeating. 

Readlng the founders of the present approach to development and international 
trade remlnds of the choices made at the time: 
- not all aspects of the problem were taken into account, 
- some assumptions were made, which have become questionable largely as a 

result 01 changes In economlc structures, 
- those theories opaned the way to lines of thought, unhappily left aside, 
- those theorIes are not excluslve of other approach es, which may prove more 

powerful as a foundation to the solution 01 today's problems. 
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PLANUNGSPROBLEME IN ENTWICKLUNGSAGENTUREN 
Entscheidungsorientiertes Management als Vorbedingung 
für ein kritisches Planen 

Abstract 
The classiflca~on of donor countries into the two opposed communities of 'harr/-liner' 
and 'like-mlnded' countries with regarr/ to the contents of their deve/opment cooper­
atlon policy Is s~1I customary. Germany is clearly seen as part of the former and 
Sweden as part of the/alter. Howevef, recent comparative studies havelndicated an 
approximation of deve/opment policy approaehes of donor countries regarr/less 
whether they belong to the one or other community. In this article the point of 
attachment to analyse the processes of approximation are the planning and control 
systems withln the respective deve/opment administrations of Germany and Sweden. 
The p1anning and control systems are seen as filter and key elements between the 
input (politieal declsions) and the output (faetual impact) of deve/opment cooperation 
poIiey. 

In a first step the most important planning approaehes are deseribed. Thayare 
based on the eategories of abstract thaoretical planning paradlgrns, but enlarged with 
aspects of praetical deve/opment cooperation. Subsequently, single strategies of the 
different approaehas are worked out since processes of approximation are not 
revealed through the change of the entire planning approach, rather through the 
change of particular strategies within the given approach. Therefore, the identified 
strategies can seNe as Indicators of approximation. All planning approaehes and 
pertinent strategies are grouped around the distinction between 'deeision-oriented' 
and 'critical' p1anning type. 

In a second step the study focuses on an important German and Swedish 
deve/opment ageney whieh are in charge of the implementation of deve/opment 
programmes respectively. The 'Deutsche Gesellschaft für T eehnisehe Zusammen­
arbeit' (G TZ) and the 'Swedish Intemational Development Authority' (SIDA) stand out 
in their national deve/opment poIicy systems. An important factor for the determina­
tion of a particular planning approach had been in both cases the position of the 
ageneies In the national development polley network at the initial stage of the 
establishment of the agencies. SIDA received far more autonomy against the 
responslble mlnistry than the G TZ which had been to a certaln extend outside the 
German poIicy network and received, unlike SIDA, directions from the superior 
ministry. Wlth the/apse of time, however, there had been eontrary politieal processes 
in Germany and Sweden through whleh the GTZ could inereasingly make itself 
independent and pursue more deve/opment-related goals. SIDA on the other hand 
forfeited its quasi monopoly and was urged to consider more economic goals. At both 
agencies the processes lead to a modificatlon of the initial planning approaches. The 
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