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ity of the last 20 years allowed expansion
of the public sector to a considerable
degree, notably in important social areas.
This expansion was broadly supported
and, it is argued, contributed to economic
growth. Even very conservative elements
of society were willing to see some spend-
ing of the beriefits of growth for the
common good.

An economic downturn, however, has
led to a surprisingly large consensus that
governments have gone too far and that
government spending needs to be cut
back. Governments are under widespread
pressure to reduce their role in society.
California's Proposition 13 is a dramatic
example. Although this might remove an
element that has contributed to growth,
governments are perceived by some as
getting in the way of progress through the
very size of the public sector, and through
over-regulation. It is argued that less gov-
ernment would free the private sector for
stronger expansion of economic activity.

Situations in developing countries

Whatever one's view as to whether certain
resource, population, consumer, techno-
logical and public-sector plateaus may
have been reached in the industrialized
countries, these clearly have not been
reached in the Third World. There is an
enormous amount of dormant consumer
demand throughout the Third World. The
need for improved infrastructure is ob-
vious. The scope for applying present
technology is considerable. The problem
is a shortage of investment and expertise.
The savings and capital, along with the
technology, remain in the industrialized
countries, while there is ample need for
its application in the Third World. Mid-
dle-income developing countries are at
present growing more quickly than any
other countries.

Meanwhile, in areas in which the
Third World has become industrialized,
its exports are having very disruptive
effects in less efficient sectors in the in-
dustrialized world..The Third World clear-
ly has a comparative advantage in these
areas (footwear, textiles). This has led to
excess capacity and the need for structural
change in industrialized countries.

structural adjustments in mdustrialrz


