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Foreword

This survey is the second inaseries of industrial development surveys
and s prepared in response to Eccnomic and Social Couneil resohition
1030 (XXXVII) requesting the Seerctarv-General to arrange for the
preparation of periodic indnstiial development surveys, and in response
to General Assemblv Resolution 2152 NNXT and Resolntion 11 adopted
by the Indnstrial Deve lopment Board at s hiest session, !

This volume focuses npon trends and developments inand atfect-
mg industryin developing comntries in the peviod 1960 1966 and in 1967
and 1968, Tt dhiters from Volnme T i three respects, Fonto e s a mch
bricter document, Volinme eontamed o comprchenave analvss of midas-
trizhization problens and it is pended to prodace snch . Lo SUry ey
every fonr or five vearstin the mtervenines voos an annnal sun ey will
be prodaced. Second., the presentvolime concentrates in detinl on the 19608
whercas Volnme THoeesed attention on the pertod 195 tan b Volame [
thus presents as detadled an assessment s s mrenthy possihile of progress
m - indostriatization daving the Fost Unted Natons 1D velopment
Decade. hird, Volume T foconsos attention on the achies ements and
problems i one area of particnlar importance o indostrnal develop-
ment, namely regional industriad co-operation. Subscquert sunevs will
spotlight other timportant induostrial development problems.

In this volnme tOwill be shown that the portod under review was one
m which the relatively high industriat development performance of the
developing comntries dhirimg the 19505 was not sustained in the 1960s,
The average anmral race of growth of manabactiring ontput - dhe
developmg conntries fell from about 10 per conn e the TO50s o abomt
6 per cent i the pertod 1960 1966, Pinthermn e, 1o hative to the
developed manrket ccononnes and the contratiy planned cconomes, both
of which were able to maintain a high and inereasine rate of crowth ol
manufacturing ontpnt, a downward trend was in evidence in the deyvel-
opmg comntries. That trend, althongh apparent throuchont the 19605,
was most evident in 1967, when the rate o, erowth of nuanufacturing
cniput reached the very low devel of 3 per cent. To some estent, the

' The st volunies Indistrial Decelopment Swiey, vol. 1, was published as United
N ions publication, Sales No.: F 68.11.B. 18,

\%




sluggash pertormance of the deveiopine conmtries e 1967 can he asso-
crated with the geneval slrickemmng of the ccononne performance of some
of the developed market coonomies o the Tatter part of 1966 wd most
of 1967, Provisioral data for 1208 sugoest, howevers i amprovement
m the cconomie and mdostital performance of both developed market
ccononties and developig conmtries i TOOE as compared with 1967,

Tlus s the coneral concluston devived from an analvas of mdostrial
development i 1960 1968 Inthe textwhuch follows, the analy sis leading
to this conclusion s presented. Aftee an exammanon of e trends
i the growth of manulectaring ouput and ol eross domestic prodnet,
the tmphcations of these trends for cmploviment and productivity,
sources of dustiial hnancie and mvestment are discussed. The role
and implications of foretgn trade for industrial development in the
developmg comntries are also examined. Taking all these factors into
account, it is hoped that this survey acenrately portrays tie progress of
industrial development in the developing countries and the important
factors influencing it.
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EXPLANATORY NOTES

Regional classifications, imdustrial classifications, trade classifications and
svmbols used in the statstical tables of this sivey follow those adopted
the United Nations Statistical Fearbook, [G67 1

Countries are generallv anranced i the arder adopted i the Ntatistical
Yearbood . Inclusion of a particulins country ol (IO 11 Ay CCOnonie or
ceographical wrouping or it exclusion has heen dicnited by considerations
ol availability of comparable data i ~tatistics of the United Nations and other
Hiternational avencies

References to (STC codes i the tables are accompanied by g deseriptive
ttle cecon ISTC 20 2 Clothing, Tootwear and made-up textles™ 0 Space con-
aiderations. however, may sometimes resolt i a hortening of this deseription
(e ISTO 20 may be referred o simplyas 7( dothime .

Thrce dots . idicate that data are notavailable or are not separately
reported.

A dash indicates that the amount is mil or negligible.

A Dlank in o table indicates that the iter is not applicable,

Dates divided by oo shash ez 1960 1961, indicate acrop year or a
financial vear,

Dates divided by a hvphen fe.ge 19601965 indicate the fnll period
involved. inclading the heginmimz and end vears.,

Referonce (o tons indicates metrie tons, and to dollars =) United States
dollars, unless otherwise spectied.

The term “hillion™ sienifies a thousand nlhon,

Annual rates of orowth or change, unless otherwise specthed, refer Lo
pereentage vates calenlated on cornpound basis.

Details and percentages in tables do not necessarily add to totals, hecause
of roundmey,

The following abbreviations ave used i this volnme:

DAC Developmaent Assistance Committee of OECD
1A Eeonomic Conanission for Africa
ECATLL Feonomic Commission for Asta and the Far Last

1 United Nations publication, Sales No.: 08.XVITL L
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FCEA
FAO
IBRD)
DA
H-C
11.0)
ISIC
OLCD

SErc
UNCTAD
UNDP
UNESCO

Feonaonie Commisston for i Mo a

Food and Noviculture Oneanmization of the U g o

tnternatonal Bank for Reconstruction aned Fhooei

torernanonad Developmient Association
Intericitionai Fhnance Corporation
Fotei national Labour Oreanisation

Fnternational Standard Tadostial Classihcation

Oreanraton oy Econone Co-operation aned Pt

meit
Standard Tnternatuonal Trade Clhissafication
Unitred Nattons Condorenice on Frade aned Do

Unnted Nauons Development Programme

United Nations Fducational, Seientific and € s

Organtization
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and D pereent respectively. The figures available for Afnea show that the
average annual eronth rate of manufacturing ontput was 8 perocent,
while the anveraee Al growth rate o GDP was B perocenty The
\‘nm}».ui«-nn Pootw e these vates ol crowth ol ontput Tnd ot GDUP oac the
!('L;ii\li‘l‘ fosv ot s ‘,;'l\« Pise Lo s \p(tlll.ltinn\' A Lo the (l('L{I*t‘(‘ of
Lo bation benween 1l crounth ol Wnnbac e ontput and - that of
Dational meoree Flowever, the ~ample studios done at UNIDO) show, as
will e cophaamed b, et the decrec ol yelationship hetween the growth
o st toe outpetand that of ncome s gute Tael

\drheo oo thowas i een val rapid and has Leen instromental in

connties 1 hould be pomenthered that at the end of that p(‘l‘ind the

drcre et the shooe o ik (e output GDP o the developing

b tme st o GDP was onfy 1o per centoas uunp‘.u‘v(l with
P oo the Ll Tooet

Do the st halt ol thie 19RO, the rate ol industinal development
G pressed by e annual rate of growth ol manatacturing
cutpuat the dovelopime countuies u-‘n'(«trmvd 4 dranaue dechne as
compare ot e Horntince of those countries durimg the 19508 The
eraoe annnl e of vrowth ol then manafactunng ontput durimg the
Coars Hant o THnh was onlyv 62 per centoas aumlmn'(\ with H.H per ceat
fon the developed ket coonomies and 8.3 perocent for the contrally
pl.,m\u-d Coonomies, This means the substantially Tueher average
Al et e ob mannlactarg output hicved by the developing
conmes b the Poa0s Tnud tapered down tooa rate somilar o, af
o by doss o that e heved by the developed market economies and
Contdorably ower dom that Lieved Dy the centrally ])\‘mm'(l Ceono-
e - Moo the 1 linve posttion of the mamulacturing sector m the
N AR T (AR compared with that i the developed market
Ccemnns - et werdd ranbaciuring ontput lad not lmln‘n\(-(\ and
el cortant detonoratod s «H!Hl).llr(‘ with that m the coentrally

Pl o enees

Phe evcrsod partan ol cromth only mdheates the relative slowiug
Aoy of nomu b g oatputom the developmg countries and the dif-

¢ §

TP RPN DA P T TEER L crowth I tact, the wte ol manulacturing output
dustine thoat pe et il shorrof the asparations of maun of the developimg,
Comttino e ongate ot tha sl developnent programimnes. It
W e b b the e ol Croveth o nnufactimg onput asshined for
e Bret Ui N Do Lo D Ade Anmong, other objectves
we oo thiat choe nh Ve st bon tur g scctol thie deve ‘n])illg Countraes
TR TS IR TERRCE SNl Beo A0 o centoved the ten vears, winch meant

et anbengbeate ol croavth ol 6 pervent LN ANEER for 1464, when

e tot the s (s, oot T per el refers to

}

[N ) N dn s Do Poopunals for Aeton United  Nations
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4 INDHESTREAND DEVETOPNENT SURVEY

the rate of growth of nanufactnring ontpnt was abont 9 per centsee
table T the annnal rates achiieved by the developing conntries m the
FO6GO0s svere Do boa that rate and the annual average was substantially

below 1. o avorace G2 et cent was not cnoneh to })('rmit the
achiieventont e o per cont mcrease e the agaregate national imcome

of the devclopnr canmtres aeimed tor the st Development Decade.

i

Fhos fone vt b tmbac e output i the developing conntries
Has et =il e ;m;:lu attens when it e discnssed in /ur ul/*l'/fl terms,
The voade cop boreeea the oo caprbr omput of manulacturing - the
dovelopane conntnos o the doveloped marker ceonomies 13 pnt o in
Derron poorepec o whon s vealizod that the popubinon of the former i
twice s aree as thar ob the danters Finther the averace annoal rate ot
oMUy o preoprtbotica s siatod attoughiy 2 per cent for the (l(-\'«-lnping
countries and 13 per cont o the dove foped ma ket ceononnes and the

)

1 vun Coron 1 wait o 1t cartiy GDEP AN MAaNUEAC-
| 1 ) Hy M :J”l’ RUGONS AN HeONOME GROUPINGS,

196 906

Uoorage cromnal dopsge n ey monbery

Per capita Der eapita
;[ manufaciuring
Duvelopie conmtees 1Y 4.1
Afrvca el bioe Sonathe Mrica 1.1 2 2a
Asta s ludhiny fapan . 1.9 45
Lating N 1.8 2.9
Dieveioped ko s ooy conntres 'Y 5.4
Nors [ SR U ; f L T ateins, beartook oof Natenal ooty Matislics,
Flashe, vt dheow g P d o Ve TN N Sunvey of bronone Conditinns
e Vb H R T s
a | i

centrally planned coonomies Given these: populdation growth rates, it
is imurediately clear that the average anmual growth rate of manufactur-
ing outpnt per cafrfa i the dovelopimg conntries during the vears 1960

1066 was fow e then that of the developed market economies and lower
Gl than that of the contrally planned cconomies, Table 2 shows that
these tates wore B por cont fon the devedopiig onntries and 5.4 per cent
for the developed mark et coononnes, In the centrathy planned CCONONICS,
the vate was 7 percent. Gioens the vast econonne distanee already existing
in ternis of o capite manufacturing output between the developed and
the developing connuies and the fower poocapita growth rates of that
ontput m the latter ountries ni the recent past, the concluston 1s unavoud-
able that the trend s towards increasing tiat distance vear after vear.

The pretire so fae drawn of the growth of the mannfactiming sector
in the developing countries shows that the ontpnt of that sector has been
fow in leveland slow ingrowth, Facliol those conntries faces specific and




CHAPTER 1 GROAMW FEL OF NIANUPANCTORING 00 FPR0 )

unique problems ofits own, but there are also factors impeding industrial
development which ce common w all those countries and are only too
well known,

Examimug specifically the downward trend in manufacturing outpnt
m the developme countries durtng the 19605, 1t is scen to ave beer
primarily caused by the slackening m the growth rate of manufacturing
m the Lavger rather than i the smaller of those countries. Teis interesting
to note that over one-Liallof the manatacturing outpnt of the developing
countries during that period came from five of the farger developing
countries, el Argentina, Brazil, India, Mexico and Pakistan. With
the exception of Mexico and Pakistan, the growth rates of output of manu-
facturing m those countries were lower than the regional average growth,
At the same time, manany developing countries, as shown i tables 1,
5 and 6, the growth rates dainimg that period were more rapid than the
regional average.

Fxamming further the reasons for the slackening of the growth rate
of manufacturing ontput in the developing countries; 1t s noted that
many of the African and Astan countries started their imdnstrialization
after 1950, Naturally, higherv output and more concentrated effort on the
part ol those countries ave required to maintain fast or faster growth rates
as the mdustaal base expands. In addition. many of these countries,
which have based themr mdustnalization npon amport substtuton lines,
have had to face problems suelvas the imited size of the domestie market
relative to the scale at which modern technology operates cconomically,
wdle capacttics vesulting from shortages i skilled labour, and often Lack
of imported raw materials dne o shortages in foreign exchange, More-
over, resource-oriented export industries in developing countries, with few
exceptions, have been unable to expand their production mainly becanse
the demand for processed primazy products has notsignificantly inerveased
i the 1960s. Finally, agricultural production in some developing coun-
tries, particalarhy in 1965 and 1966, has been low, vesulting in shortages
of raw material for mdnstry, and @ consequent reduction in income,
exports and foreign exchange proceeds, which in turn have contributed to
the slowing down of industrial production.

Among the developing countries themselves, the regional differences
are quite striking, The annual growth rate of manufacturing output in
Africa has been lowest, followed by Latin America, both of which re-
corded averages lower than the average for all the developing countries,
Asta, on the other hand, has enjoved an average .nual growth rate of
manufacturing only slightly exceeded by that of the centrally planned
cconomies. Manufacturing outpnt m Africa during the period nnder
review increased at an average annual rate of 1.2 per cent; the correspond-
ing rates for Latin Amenicaand Asia ware 5.2 and 8 per cent, respectively,

Nevertheless, a downward trend in the growth rate of manufacturing
output in the developing countries appears clearly from an examination
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Pamie 3 Growin or GDEP sy MAJOR FOONOMIC SECTORS, MAJOR RFGIONS AND
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Uoerage somnieead chawgr o mides mambers betieen the duates indicated
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1World
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Tabarni meryea Dt eLonInLes
/ Africnl
Grosy domeste produc
1966 o6t and 1963 1966 . 4.6 +.2 +.8 3.1 5.3 5.2
196 f9nTr . ... 50 3.0 3.0
Vangfos foorre AN ;i
fants 16 and 1963 1906 0 . b 6.9 5.9 4.2 6.8 6.7
AT P T .. 4.0 2.0 2.0
ferienitvre < INIO 00 1
faly 196 and 193 1ot o 0 20 1.3 3.6 1.3 1.7 1.9
[ty U0 .. .. 80 2.0 2.0

Constrig toon 0 INTC

1960 Pt and 1963 1966 . . 6.0 7.8 4.7 3.7
bty ' 7

[
ol
o
-

Dramspor tataoss and communication
INIC. 7

a0 and 1961 1906
ey Ty

-t
.

6.2 1.4 4.3 6.1 6.0
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developrg conntnes and the developed market cconomics, 1t may be
asumed ot the b performance of the manutacturing sector in the
devetoprg conntries was Largely aftected by the low concomic perfor-
mance i the developed market ccononmies i 1967

he cotlook Tor 1968 judeme by whatever provisional data are
aarbable " Todds viens of reconery e world grow thy mcluding that of the
manuboactin e soctor The Waodd Foovenac Sweev, 1967, indicates that
this 1ocov e apphies particulaly o the developed manrket COONONIES,
e T sene ol tencw cd upswing have been dearest ine the conntries m
whic bt cdoadow e in 1967 was most pronennced 7

Yol h e e theob cerabie o ontee oo S mdicated m thas paragraph

e ostinnates B on chie groa ool manmfacc tanme suput frome January to June 1968
sovore gt s e roanebas tainmg onps e the same period i 1967,

Worii 7 oomemn Surcev, 4960 Unted N sublication, Sales Nocs ELGB T CLY,
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With regard to the centrally planned cconomices, the same surmey
mdicates that the p\;nmt'(\ ates of growth of national income 1967
honeh “maost ol the cou s

1o those actually aetreved, alt
hicher nerease in agne
andd a small deceleration in
case, and kg
of the developing COUNTeS,

conomie growthin those coit-

were simlar
are ('.\p('ming a noral

cimatic condinons,
a6 Thisbeing the

Iral ourpart
hicher ¢

Itnral outpt nndder
cnddustiial grow theas
to e cont the

comparcd with |
the

impressi ¢ growth inaut 1eu
1968 1may haave witnesed a

year
vhaeved 1967 .

tries than that:
As far asthe amifactartt
tor the devele )1)('(1 marke

‘tries indicatean upswing i manufacturingontputin 190
Lof that outputin the

rate of growtl developing Cournytries is
comparctd with the low rateof 3 percent recordedin 1O Phe proy Pstonal
estimates for Asia and Datin Amenca are for a band 7par cent 1TCTease
r(‘spc(‘ti\'vly i 1968 as compared with 3and 1 per contin 1967, Reegret-
tably, no amitar estinmates are Available or Alnca. The manufae turing
output in the developed maket cconomics 1s also Tikely o grow at per
centin TOulas o« mpared with ouly 2 pereent in 1967, Nosuch proy isional
estimates are available for the centrally p\.mn('(\ CCONOMICS.

The major reglons comprising the developing o sunties did notshare
allv in the average ammual ¢ 1o output of

riedd, thepros istonal data

and the developmg coun
g1 he estirnated

10 sector s conee
avatlable { CCONOMICS
7oper Contas

rowth rate of manulicturi
o 1060 1966, "The regtonal rates also
in table Lo \verage annual
the pvr'm(\ nder rev iew also
to another, s shown

cqu
6.2 per ceut recorded for the per
differed in 1967, Those rates ate
rates of manufactning output for
developmg conntry
5 and b Some  forexa mple, Mexico, ChinaTaiw aul, the
Tanzania and Thailond showed growth
. OF the fortv-three
ables -4,
rodl

shown

growth
varied consderably fromone
in tables 4,
Republic of Korea, Panama,
rates markedly higher than world or regional average
developing countries forwhich the relevant data are mcluded i
5 and 6, fomrteen red Oovded Tower average growth rates dnring the pe
1960 1966 than the average for all developing, comtries duaring the
less. w hile the performance of the mumu facturing
s quite in\prv«i\'v, their total
substantially the average
developing covntnes as

same pm‘in(\. N everthe
sectors 1 some of the small CONTLYTeS Wal
not large mough to nfluence

output was
of the manufacturng sectors in the

growth rate
a whole.
The slowdown of ndnstrial develpment i the larger developing
relirence has already beerr made, has obviousty
hand, 10 a smalershare ol imanufacturing output for
14 total and, on the othier, I an
the smalter deveoping
all developing countries.

countries, 1o which
resnlted, on the one
the developimg conntries in the wor
increasing share of manulacturing output for
countries in the total manu facturing ontput of

« Ibid,
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Whether this change i the relative positions of the developing countries
will Tead to a change m the strnctne of tade among those comtries or
hetween those countries and the developed economies 15 not certiun for
+ number of reasons, notably the sull apparent pavallel rather than
complementay development of manufacturing industries in the develop-
ing countries, and the fact tat the smaller developing COUNtrIes acconmnt
o only a small share of the otal manutacturing output of the developing
countries as a whole,

In Asia, the muautdactiring ontput mereased at an average annual
rte ol 8 per cent between 1960 and 16, The comparatively high?
awverage rate for that period reflects the favourable mdustrial develop-
ment i countries such as China Taiswan , the Republic of Korea and
Singapore. The average would have heen hieher but for the rather stag-
nant devclopment of the mannfactiiring sector in some of the Targer
Asian cotmtries. Meamw hile the yvearly rates of growth within that period
showed a0 steady inerease without sharp flactations as compared with
Latin America. FPhe sharp decline e 1967 may be partly explained by
the recession swhich hit some of the developed market cconomies and
pardy by the Lagaing of the agricultural sector ina lew of the Astan
countries. Provisional estimates, however, point to signs of recovery
1968,

A considerable rise in manufacturing output has taken place m
China " Paiwan . the Republic of Korea and Thaland sinee 1960 see
wable 4. China “Taiwan i maintained the highestanmoal growth rate
17 per cent during the period 1960 1966, This igh growth rate
seems to have been achieved prutly through exogenous factors.

[t is noteworthy that China Paiwan, has developed export indus-
tries such as synthetic fibres; plastics, plywood and cement. For example,
exports of plywood increased from a monthlyv average of S180,000 in
1960 1o < 2,890,000 i 1966, The merease in the exports ol coement was no
less impressive than in those of plywood: the monthly average rose from
S8O.000 1n 1960 o 810,000 in 1966,

Similarly, the development of the export industries in- the Republic
of Korea has considerably advanced the process of mdustrialization n
that country, as reflected inan average annual erow th rate of the manu-
facturing sector of 13 per cente Exports of manulactured goods mereased
from a monthhy average ol 310,000 i 1960 (o ST2 million in 1966. This
substantial increase is atributed by ECAFE o the adoption ofa unitary
rate of exchange, tax concesstons and Hberat redit facihtes. The inflow
of forcign capital and technical eo-operation with the developed coun-
trics, notably the United States and Japan, have been attributed as

5 Axs shown in table 1, the average annual rates of growth of manufacturing output
during the same periol were 6.2 per eent for all the developing countries, 5.2 per cent
for Latin America and 6.3 per cent for the developed market economies,
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16 INDTSTRIND DIAT LOPNMENT SURVEY

In order to measure the degree of FESPONSIVENCSS of manufacturing
output to GhP, the growth clastieity was computed from the datain
tables 4, 5 and 6. 1t was found to e L3, which s very close to the
findine derived from other studies. ™

In order to caamne industrial developent in some depth, however,
the rates of wronth of other sectors Jiould e examined closely. These
are givern i Libte 3w hieh shows (hat the sectoral rates ol growth i the
developing Conntries, exerpt that for agvicudire and construction were
gvn('l'dl\\ lower than those qehieved 1 the developea nair ket cconomics.
The ditlerence, however, does not seem to he sibstantial, constdermg
that those rates are GIN-VUHE AVerages and taking Into account crrers of
statistical estimation of such aggregates.

The sectoral erowth pattern wias not the same In the ditferent
regions, Pable 3 shows largey discrepant es hetween the erowth rates ol
GDP and the manutactunng sector in the Asian countries than in Latin
America, nthe Astan countries, e rate of growth of the mannbacrmg
cector as compared W T hat of GDTwas higher than L the Latin Ameri-
can CoOuntries, which obvioushy means that the nnlaetnnng, sector m
the Astan countries had mmereased s share the national meonienore
rapidly tan the Latin Anicrican countries had inereased thers, The
mantfactunng sector i the Asian countries (%\p;m(h'(l at the rate of
1.6 per cent 1 response o every I percent Herease i GDPy whereas 1
the Latn American countries the corresponding vate Wis [.2 percent.
This may be taken as a reflection of the present state of industial develop-
ment i some Latin American countries, where an mport substitution
pohey has Deen adopted, [ some ol those countries the limits of such
substitution scent to Lave been reached.

In Alvica, on the other hand, the average amal grewth rate ol
GDDP was 3ob per cent between 1960 and 1966, while the growth rate of
the nmulaciuring sectorawas 1.2 per cent, whenee it may be conchided
tiat the growth clasticity of manutactiving in that region was in the
vicimty of 1.2 pereent. Comparing the Later clasticity with that derived
for the Latin Nnerean countrics during the same period, 1t may be
assumed that the anufaetunng Sectors i the Adrican and Latin Ameri-
can countries yesponded to the prowth of meome in o snlar way.

As regards the development ol other sectors, table 3 shows that the
average annal crowth vate of the agriculral sector during the period
1960 1966 was o below the rates of the namibacturimg sector or GDP
during the same period, both in Astand Latin America, those rates
being 13 per eent and 3.6 percent respectively. The construction sector
showed an average nnual rate of growth ol 7 8 per cent i the Astan
countries during the same prriod, which was higher than the rates of

o | pited S;uinm. The Growth of Wald Indwstry, 1958 19¢1 (lutmnulimml ‘T ables
and Analysiv aited Nations publication, saies Now: o NV TL 8y and A Study of
Indhntrial Groicth AU nited Nanons pu\)li('z\\i()n, Sales No.: 63 11 B.2).
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the nanutactiring sector and G DEPand constcdlerably higher than that ot
the agncultural sector, Fhe case of the Latin American comtries was
quite dilferent, sinee the average annual rate ol growth ol construction
during that period was 1.7 per centy o rate very mineh closer o that of
GDP and vot far from the erowth rate i thie namosbe tarig and agri-
cultural scctors. Tn the transportation wd - commincation sector, the
average amual rates of grow th during the same peviod swere 6.2 and
14 percentfor the Astoncand Faatn Amiericane countrres respective v e
sectoral pretre for the deveioped manket cconomies during the same
period was more homegencous, with the exception of the agnenlral
weetor, whichshosw edan average annnal rate of growth olondy L7 per eent.
Papre 7. Strecrere o CGDP BY  MAOR REGIONS, MAOR 1 CONOMIC SECTORS AND
FCONOMIC GrROUEINGS, [DHO

¢ Percenlages of GDEP inocadd re oy

Abeer upacturing, Arve wlture Cther wetors (. ¥
Developing countries . . 173 303 02 100
Africa (excluding South
Aricay .. . o0 L 11.8¢ 35.0 520 100
Asia {excladmg Japan; . .. 148 404 14.8 100
Latn Amenca . . 00 0 L, 235 20.1 96,4 100
De:eloped market cconomies .. .. 326 5.8 61.6 100
Total of above regions 30.1 a8 60,1 100

Soree UNTDIO, baseton Unate ot Navions, 2 earbaoh of N ational Aecormts Satistees, and LOA DA Smves af Heono-
e Camditions o Mica Fn7 0 CON T 00

a Thudes el

The tmpact of the munutactring sector on GDP may be measnred

by that sceror’s velative contribution thereto, Table 7 shows the velative
magntudes of the manubictaring and agricultaral sectors i GDP,
reflecting thelevel of industriali zation. The contast hetween the develop-
e conntries aned e developed market cconomes needs no- further
craphasis. Everr wildin the developing regrons, Laun Xanenca stands
distinet from Afvica and Asia. o 1906, the contributonr of the manu-
facturing sector to GDP o Latin Arerica w as 285 percent ascompared
with .8 percentand THE per centfor Asa and Mricarespecively The
contribrrtion of the manufacturimg sec torm the developed market econo-
mites, on the other hand, was 326 por cent in 1966, indic atmg the sub-
stantive difference ineconomic structinre beoween those conmitries and the
developing connuies ot Alnea, s and Latm Mioeriea,

SECTORAL GROWTH IN MANUFACTU RING,

The average amnmial gromvth rate of 6.2 per cent of mannfactoning
outpnt recorded by the developing counties as awhole daring the penod
1960 1966 was notuntformly achieved within the nanufactuning sector.
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slowdown i the mannlacturmg indnstries, the growth rate of that sector
dechned m both cconoie groupings, as shown in ‘Table 9. For the devel-
oping conntries it was 2.5 per cent, as compared with 2.1 per cent for
the developed market cconomies. Prelimimary estimates of growth rates
lor 1968 show an-upturn for hoth developed and developing conntries.
The estinmated vates are 8.5 per cent for the developing countries and 5.6
per cent for the developed market cconomics.

The centally planmed ceonomies showed quite a diflerent growth
pattern for that sector between 1960 1966, The average annual erowth
rate ol ontput of the paper and paper prodncts sector during that period
was 8 per cont as compared with 8.8 per cent in 1967,

The ontput of that sector accounted for about 2 per cent of total
manulactinmg indeveloping comtries see table 10)5 this i iself may
explaim the fast growth of that sector in those conntries, The consumption
and production of paper products are highlv concentrated in the devel-
oped countries. The developing countries as a whole produced about
20 per centobthe world wotal, exclnding the centrally planned cconomies.
Toas estmated that some 50 ta 60 per cent ol the total outpnt of the paper
and paper products sector in the developing conmtries in 1967 was pro-
duced by Latime American conntries,

The contral problem for o developing country in considering the
prospects crowth of the paper industry revolves aronnd iter-
rebated techon creal and cconomice factors. The essential requurement
s the existence of torest resonrees and large amounts of fresh water, The
mt production cost vares with the process nsed, the scale of the operat-
g untt, the degree olimteeration of the operation, and its location relative
totas matenials, Fhe scale of operaton depends on the size of the acees-
sible markecs The most etheient production plants are the large plams
andantegrated complexes, but these require reavy capital commitments,
as wellas Livge markets, These conditions are rarely fullilled in the
developme comntries, where the market s generally small. Further,
those countnes do not have casy aceess 1o the export markets, since
the developed commtries supphy most of the world demand, However,
the wrowthe of the Tevel of meome is expected o fead to an inercase in
demand for paper produces According 1o FAO, the income clasticity
ol paper products at a per capita income level of S 100 s as high as 2.5
too e a per capeta ancome evel of S200 oS00, 1t ranges from 1.5
o D0 Ty developiug counttries per capita income is below 8 100,
Fhas means dhio, s mcome maeases, the demand for paper and paper
b umes as fast as imcome. When per capita
ccone teahies the range of X200 10 S 4000 the demand will slow down
hohith bui the meome chsoaty will still show a strong growth potential
for paper and paper produoets,

¥

prreddacts wall increase

ENOL T he State of Food and Agruudinee, 1962 (CL.39/2Y, p. 94.
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a fairly steady growth rate bHetween 1960 1967, There are noaconrate
data on the share ol onpit ol this sector as benvecn deve toped and devel-
oping countries. 1aking production higures ol major products me this
sector, the developing countries. shae conld be cstimated at between
7 and 9 por cont ol total workd producton i 1967, cxcludie the cen-
trallv planned coonomics. Given the small ditlerence m - the erowth
rates henween developed andd developimg comtres, the Lter are not
expected to oo then share of producnon i the near Tature and wall
remain Looeely depondent on the doeveloped mrarket ccononties tor the
supply ol Daste e talds,

As shown 1 the previons paracraph, tns sector vecorded a high
arowthvate e the T And o tain s hielr one o the T960s hoth devel-
oping and developed ceononnes, The growth elasticite o ontpnt of this
sector Lo for caprbe GOP s 10 wwecsting 4 good erowth potentialb m
the developme cotntries e s sectar, Plowever, the development ol
this sector s hhelv o face o asine dithenltios and FequIres well co-
ordinated plans, In e industrtalized commtnes, the demand tor hasi
metals comes Logely frone the e td-transtonmine ndnstres, bhut the
development of cuch imdustries s faeeme e the developing, cotntres,
Withone an adeqguate de e from stecl=nsing mdustres, thie man ont-
ler lor stech prodnets o constiueton, dor tems sl as heavy and
light sections, gabvanized hects, tibes and Gtames. Phe expansion ol
basic metals production Wil thus e limited nudess o lrge export ket
is opered. el that cannot be espected owing to the OVCE-Capae iy
come Dasic metals fonoxaniple, el enistime e the mdnstriahized
conntries,

The tochmolooy ol stecl-miakang requues Lree-scale production fon
the ttanment of oo efhoeney, Considering the mternal domand
e the varons dovelopme conmtnies, s factor works avainst the eth-
cieney of iost s presenth cotablchied m those conmnes. The gronth
pates of e stecb prodiction e hown i table B3 by selected mdin rdual
IRY iu‘:m'{ conlitbie s,

Ll nenn problons ne batm Smencas nest e that of the sl

dontestie non ket o Boon the distrbanian ol raw material. A bge share

ol the otk s mon e 1 o be donnd e renont, wamhy me Braal
e N nesnc b b caad ol cokbe gt s concely o be tound
Foatn N oveopton Mewoo Vehonoh Meentim has ancsimated
B pry s o ol et e T N N A TR B T LA T E R LAY TR whiere
caplos ation s Jibtendt Lo wprre o thes Ghetaches steel Bas heen o

of the Taet o cronane andostin s i oot Vet as Shownoan tabde 13
i%:: e i..;«:t;‘u 1it iu!%t t1y el !isr w1 o Hn%:k\ih A ERTAINRE ol l‘n !.,Hul
Vit an o cnntitee e it restine oo o Rotline il capaaciny has been

st Tl e b Dt e than prec e capacii craed this has vosalted
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mesubstintal eveess capacin i imshed steel, Argenting, Colombia,
Venezonela and the Central Nmicerican conntrnes began the muclmtmn
of fimshed seedl Imuimt\ withoot the domest presence of anstabled
pre-iron «.qn(lt\ Fhe Connal Anercan coummnes sull pro}donce stecl
without pic-non capacity

o Aoy, Tndha s the andy connty prochucme crnde stech on o e
scales B averaee anmnmal crom th rate was tesisterod as pocont ton the
period 1900 1966 Sinaliscale crade sl prochin tion Lacthities oxase,
however, m Borma, China Faowan L the R priblic of Korea Pakistan,
the Phifippmes and Fhaband. Foxcopt o B the i obstacle cone-

Faew 13 CUDE SNELEE PO J10N 65 SEEEe 11 b PV ] e
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: Rhodesia, southerns . 74 1 300
United Neabhy Republie . b 1704
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ontimg the development of the crude steel industry in the region s the
mialness of the domeste market, tesulting frome he lack of steel-nang
ahinstries
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TR IR TIPS ETINT oanothioy Lacron .uu'lc‘l‘;l(illg‘ the (l(‘\‘('l()plnt‘n( of foodd
privecesiiee N vorteally onteorated sesten will in sunch cases he requnred,
tendine from by, tansportation and storage to marketing aud
drebioen Lo i wall Tegmre large investment: on the other

AR RIS B ITE PO TR TR velopiment swaould seem o cnhance the crowh
petental ot e fasd procesino secior many develoning countries, s
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shows that there is no close association between the growth vate of this
sector and the level of per capita GDP this may be due o a varety of
reasons, such as the differemt levels of development of the food process:
ing industry and the size of domestic ontput.

Textiles

The textile industry s one of the industries most commonly estab-
lished in developing countries and its ontput accounted in 1967 for 10
per cent of total mannfactures in those countries. A domestic market
exists for its products and the indnstry offers cinployment oppoiunitices
for a large body ol wnskilled Tabout. The output of this sector v i
developing countries ncreased at an average annual vate ob B8 por cont
i the 1950547 and slowed down o arate of 3.9 percent e the porud
1960 -— 1966, as shown in table T This tollows the gens palgronth pattens
ol the manuficturing sector as o whole, On the other hand. the averag:
annietl erowth rate ol the outpn of testbes e the develorn b ke

ceonomics was 1 per cent during the pertod TNt TNt i e

the vearly average ol 2.8 per cent recorded dunme the P90 | e
differs from the pattern of growth of other manitacture et s
1967, however, the growth rate decreased to OB per cont e i
with other muuifacturing sectors, The contallv planpedtcomee
registered anaverage amiual growthvare of P porcontdin s the s o
1960 — 1966, and 8.4 per cent i 1967,

The growth rates of texudes producton an oottty

countrics are shown in Fable to. The development o the
is often expected 1o tercase cmployvment anbhstantadls S e b e e

however, 1s Su\)i"('l to the constiamts that the prrodie re b e LAY
tive with import goods, and that the et SRTTITERRL IR

pose too much straim on capital rescurecs 7 Hee et
technology advances on the hasis of b s proe o cmloarg
scale operations. Tnomanm developine conntree g e .
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TABLE 19, WORLD LXPORTS, 1966 AxDh 1967
(Velue in billion dollars f. 0. b, at current prices)

Orsgin of cxports Value of inial exportsa Vatur of munufactures® I”:;:”":‘ri:";::':“ of
1966 1967 1966 1967 1966 1967

Developing countries . . 8.7 10.0 7.6 8.2 19.6 20.5
Developed market

cconomies . . . - - 1115 149.2 1010 108.2 71.4 72.5
Centrally planned

economies . 23.2 249 13.9 15.0 5.9 60.2
World 2034 2141 122.5 131.2 60.2 61.3

Source - UNIDOY, based on Umited Natums, Nonthly Bulletin of Matidies,
a SITe 0 o
&SI B

In percentage terms, the year to year increment in the value of exports
increased from 2.1 per cent i 1960 1961 and 6.4 per cent m 1961
1962 to 17.9 per cent 1965 1966, In 1964 1965, the incremental
change of 12,7 per contwas markedly Tess than the 165 percent change
in 1963 1901 by 1966 1965 the moremental anee of 6.0 per cent
was sthstantiallv below that o cuher vear- Phe shooe o total exports
accounted for ta CLiomncals e e himen and fransport cqupiment
increased from 86 percenton LOGO 10 20 por cont i 1906 and 3.2 per
cent in 1967 The conchiston foas that the participation o the devel-
OpINg ¢ ONnes G ntenrational toade e nanubac tared poods s coneens
trated primaviiv mooutputs of hrehit disty, and mannbaoered con-
sumer goods.

To date the developimg countoes have playved oo role 1n the
export of capital coods, Tns mav be explamed by thene stage of tech-
nical development and the fact ot most of them only provide small
domestic market tor these voods Developing countries lne coneen-
trated on the production ob consume voods and other loht industry
outputs, industries for whnelh a known focal demand exasts. A reversal
of this sitmation will he difficude Flowever, it may he nmport ot from the
point ol view of their e development that attempts e made m this
direction.

Over the period ander ves fow, ntadc ey and transpont cqpuupment
became increasinghy important, both absolutely and relatively o among
the exports of manubactured  commodines ol the developed market
cconomies (sce table 210 Prom 19060 aoueh 1965, the value of exports
of “other manufactures’™ exceeded those of chemicais and of nrachmery
and transport cquupment, tn 1966 and again in 1967, the value of exports
of machinery and transport cquipment from developed market ¢Cconomies
was greater than the other components of manufactured exports; 1n
1966, the respective valucs of exports of chemicals, machinery and
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CHAPTER 1L FOREIGN TRADE AND INDESERIALIZATTON 13

transport cquipment, and of other manufactares, were 8 12 billion,
S44.8 bilion and $44.2 billion. In relative terms, while exports of
other manufactures acconnted for approximately 31 per cent of total
exports, and chemicals represented approximately 8 per cent of total
exports, exports of machmery and tansport cquipment inereased gradn-
ally from 28 per cent of total exports in 1960 to 32 per cent in 1966 and
33 per cent i 1967,

Exports of mannfactires frow the centrally planned cconomies
followed a pattern sumilar to that of the developed market economices
see table 220 The value of exports of machinery and transport cquip-
ment increased from 25 per cent of the valne of wtal exports mm 1960
to 27 per cent i 1966 and 28 pev cent i 1967, allowing, ol conrse. for
vear to yvear fluctuations. Exports of chiennicals accounted for 5 per cent
of total exports from 1961 through 1967, The share of cxports of Cother
manufactires™ in total exports increased from 27 per cent m 1960 to
30 per centin 1962, and then fell steadily o 28 per cent m 1966 and
27 per cent i 1967, In value ters, the centrally: planned cconomies’
exports of machinery and transport equpment equalled  the value
of their exports of “other manufactures” o 1966 % 6.4 billiont. In
F967, exports from the centrally planned economies of machinery and
transport cqinpment were shglitly greater than their exports of “other
manufactures™ N6.9 hillion o compared with 6.8 billion).

At the vezional Tevel the growth of exports of manufactures from
developing counties e Asia obvioushy explains much of the 112 per
centgrowth e ovports ol manufactives of all developimg conntries in the
entire penad 19600 1967 see table 237, Over the entire pertod, Asian
exports of manubictures grew by TS per cent: furthermore, those ex-
ports accommted tor 25 per cent of all Asian exports. Although the indes
ol growth of exports of mannfactures from Latin America was somew hat
Ingher tha that of Asia i 1967 (216 s compared with 2130 the share
ol total Lt Amencan exports acconnted  for Dy manufactures was
considerahlv Tese than that of Asia. The share of manufictures in total
Fatin Nmcncn exponts oo 1967 was 15 per cent. Africa lagged hehind
botl Asiacand Tatii Nmerea with respect to the growth of exports of
manubactiessand bebind Asiowith respect to the share of manufactures
ot exports from the developing conmtries. For 1967, the index of
crowth tor Mcan exports of mannlactires was I75, and mamtactures
accounted for 2 oper cont of total Caports.

In: Afrcay unlike A and Latin A erica, the grow h of exports
ol nmactures frome developing countries and their share ol total CXPOTLS
was not steadve I the hree vears 1960 through 1962, hoth the mdex of
growth and the percentage share of exports of numutactures declined:
the index of growth of exports of mannfactures was 100 in {960 i
1961 and 96 10 1962, and the share of manufactures in total exports fell
from 19 to 17 per cent. African exports of mannfactures continued to
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grow through 1966, and fell oft shghtly i 19671 the mndex mimbers m
1966 and 1967 were 177 and {75 respectively, Simtlarhv, the share of
manufactures m rotal Afncan exports increased from 17 per centin 1963
to 22 per cent i taot, and then dechned o 28 per cent i 1967, Phat
there has been growth e A Ay evports ol manulactinres 18 not gues-
toned, although 1t clear that the growth over the entie pe jod Tias been
modest compared with that of Asia and Latin Amencas Given the fhae-
trations 1 the percentage shares of aanulactures i total exports, 108
snggested that this share has on balance been constant, i.c.. the growth
of exports of nanufactuares (Fom Alrica fuas ust kept pace with the rrowth
of Africa’s wotab export tade.

In Asiand m Fatn Amenca, the grow th of exports of manufactures
from developimy countries has more than kept pace with the growth of
total exports of those regions. Phe datam table 23 indicate that the shaves
of exports of manutactures in total exports front both Asiaand Latin
America have increased substantiath and that those creases have been
continnous from 1962 onward, I the case of Asia, the share of exports
of manufactires in total exports mcreased from 18 per cent e 1960 o
24 per cent in 1966 and 25 per cent 1967 for Latn America, the
inerease was from 9 per cent i 1961 1o E1 per coentin 1966 and 15 per
cent 1967,

The data pernut the conclusion that both Astan and Latn American
COUntries are o an imoreasimg extent developing foreign markets for
their manudactmred products. More nnportant, perhaps, 1s the fact that
those two developmg regions are redncing to some extento if only toa
minor extent, their dependence upon exports of primary commodites
as carners of foreign exchange. The data do not suggest that Afvica has
been able 1o benefitin the same way ; the growth of the share of manu-
Cactures in total African exports does non indicate any detinite trends.

The faet that all three developimg regions are at least mamtaming
it ot improving theu relative positions with respect to foreign trade
maniactinres must he considered i relation to the share of atl developing
countries o onports of mantactures, From 1960 through 1962, the
share of devclopmg countries in exports of pranufactures was D per cents
from 1963 through 1967, 6 per cent, Althoneh Asia and Laun America,
in parncular.have enjoyed substantiab mereases i both grow th ot exports
ol manntactares and share ot total exporis, and althoungh Afnca has
maintained its velative posttion, the distribution of exports of manmfac-
tures among developed market ccononies, developing conntries and
centrally planned ceonomies s not been significanthy altered. The
developing cournties contmued i 1967 to play a relatively imsignihicant
role in total world trade v manutactires.

Having oxammed the growth of exports ol manufacties, 1t 18

interesting to compare  the available data for output and exports of
mernufactinres during the period 1960 1966 tor the three developing
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regions. Iirst, & word of caution is needed because the system of classi-
[ving the two sets of information is different; data on manufacturing
outpnt arce derived from ISIC while data for exports are derived from
SITC. In Latin America manufacturing output accounted for some 54
to b1 per cent of the total manufacturing output of the developing
countries while 1ts share in the total exports of manufactores from deyvel-
oping countries was some 20 (o 21 per cent-—even lower than that of
Alrica, whose manufacturing output accounted for onlv 6 1o 8 per cent
of the total manufacturing output of the developing countries. This makes
Asia the biggest exporter of manufactures of the three developing regions,
with a share of some 54 10 55 per cent of the total exports of manuflactnres,
although its share 1 the marnnfacturing output of the developing count-
ries was some 33 to 34 per cent. This situation can only be partially
explained by the differing systems of classification and it looks as if most
ol the mdustries in Latin America are aimed at satisfving domestic
demand and are not export-oriented.

GROWTH OF IMPORTS OF MANUFACTURES

For the world as a whole and the three major cconomic groupings,
the period 1960 1967 was characterized by an increase in the growth
of manufactured imports. As shown in table 21, the indes of growth of
mmports for the world incveased from 100 in 1960, the base vear, to 175
i 1966 and 187 1 1967, For the developed merket cconomies, the growth
was much more dianane: the indes rose o 199 i 1966 aud 214 i1 1967,
In the developime countries, the indes rose 1o 147 1 1966 and 152 m
P07 I the contadly planned cconomics, the indes 1ose to 197 in 1966
and 170 1967

The datacm table 29 mdicate, also, an crease in the share of manu-
factures e tatal imports for the world and tor the MAajor ceconomic
groupies. For the world as a whole, the shave of manufactnes in total
mports morcased from 55 percent e 1960 1o 60 per cent i 1966 and
61 per cont i 1907 For the developed market economies, the increase
i the share of manuabactures i total HNpods was somewhat ereater than
lor both developing countries and centrally planved cecononnes: the share
of manutaciures m (he mports of the developed market cconomies in-
creased from 50 to A8 per centin 1966, and to 59 per cent in 1967, The
share of manuatactures w the imports of developmg countries inereased
only slightdy) from 64 per cent ine 1960 10, 6t per centian 1966 and 67 per
cent e 19670 In the contrally planmed cconomies, the share of manu-
Factares o mmports mereased frong 59 per cent i 1960 1o 62 per ceat in
F966 and 66 per cont i 1967,

Tahle 24 mdicates that, from 1964, the share of manufactures in
the imports of the world and of the three Iajor ccoromic groupings
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CHAPTLER 18 POREIGN FRAH AND INDE STRIENIZ Vi dOy 441

showed @ tendency o mcrease. i the fonr s ears 60 throngh 1963, the
share ol mannfactures e otal world nuports anereased from 5 1o 56
per cent. bhe convesponduig shane for the developed market ccononies
nercased from 50 10 52 per cent; the 52 per cent shave remamed constant
m 1962 and 193, For the developmg commtnes, dinme the saome peniod,
the share of manntactorimg nnports Bactiated at monnd 6 percent, In
the centrally planned cconomies, o this fom -y e penod, nanntactues
as e share of otad nmports inaveased by | porcents however, itas note-
worthy that this share fell from 59 per centom 960 16 0T per cent
P96 1 and then vose to 60 per cent i 1962, wine b level persisted throngl,
1953, There do not appear 1o have heen any sigiihcant tendeoneies for
foreign trade o have been a velde for mdustnd development i the
periodd 1960 160 1963, In the vest of the penod under review, o tond
seems to have developed in the direction of an e Feastig proportion of
manufactives i vtal imports, tdicating, therefore, aogreater role for
forcign: trade i idnstrial development. The onhy exception seems o he
the centrally planmed cconomies, where the share of manofactures
total imports lucteated somewhere bhetween 39 aud 62 pPer cent over ti
pertod 1960 through 19606,

Fhe absobite values oi the shares of nianntacanes iy the Hports of
the three major economic groupings reflect long-run historical trends.
Fhe developed market economies typicallh have been importers of raw
matertals and agricultural prodnets, and exporters of manufactured
commoditics. Although the data indicate an mcreasing share tor ymports
of mannfactires, this cconomic grouping as a market for toreign manu-
factures Jags behind both the developing countrics and the centralhy
plammed cconomics. Given the pre-eminence o total world trade of the
developed market coonomies (see table PO and the fact that those coun-
tes imporc reiaonvels fewer manufactures than do the other cconom.
eroupmes, there ssome cause for pessimisim about the chances of forewn
tade becomuing o velicle for the expanston of manufacturing i the
world as oo whole and e the developing countries i partucniar. I addi-
ton, the developed market cconomies have tended mercasingly o trade
among themselves tomanufactures, as will be shown Liter i this chapter.

Fongstanding histoneal patterns of oade also explun the values
of the shaves o manutae Goes i the vipoits of developnig countnes and
of contrathy plinned cconomies, Developme comitnes typroally have
been exporters of taw materials and agricultaral products and porters
of nimutactured commaodities, The Gict that the shaye ot HRPOrts ot manu-
factmres has mereased onle shiehth over the vears FOO0 - 1967 might
mdicate that those counities e b orie o dependent upon foreign
manulactiores, Thes s not to <oy that e dependence has dechined ;
mdeed, the data midhcate that this 5 uot the case What s suggested s
that, wath mdustalization, developiig countries ane supplving and will
be able mcreasingly to supph out of local producnon some manufactures
which had previously to be imported. An added factor in this trend is
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the forcign exchange constraint facing the developig countries, s
for the centrally planned cconomies, the share of nanntactures i ther
imports has also heen high relative to the developed market cconomies
and to the world, Agam, reecent history ¢~ plains this pattern: the centrally
planned cconomies have become imcreasingly industriahzed and have
rehied largely upon itraregronal trade: consequenthy, ther import
bundles contam o Laee maanmbactred component,

In a1l three major cconomic groupimes of the world, the change
the share of cChemcals e total nmports has been minor. For alb mtents
and purposes. the chare of chemicals in the imports of the developed
market ccononnes has heen a constant 6 per cont isee table 251, For the
centrally planned cconomies, there was an increase in the share from
5 per cent of total imports fom 1960 thromeh 1963 to 6 per cent from
1964 throneh 19660 the merease 1 the share of chemical imports in 1967
to 7 per centas not hecessarily indicative of another shilt upward; i any
case, the shtt can onhy be dose ribed as very gradnal. The developing
conntries imported relativelymore chemicals than either ol th - other two
cconomic groupings: 8 percent from 1960 throngh 1961 and 9 per cent
from 1965 throngh 1967,

T a1 thiee coonomic groupings, imports ol machinery and transport
cquipment showed the greatest relative increase. In the developed market
cconomics, the share of nports of mac hinery and transport cquipment
increased from 18 per centin 196010 23 per centin 1966 and 24 per cent
in 1967 - trom 1962 threngh 1964, the share of these nmports was a cons-
ant 20 per cent Inothe cennally planned cconomices, the share of these
imports increased from 26 percent i 1960 10 30 per cent in 19606 and
31 per cont i 1967 As i1 the case of the developed market CCONOMICS

and of the developing comtries as welbs, the period 1962 throngh 1965
was characterized by vrtnally no change in the proportion of machinery
and transport equipment unports o total imports. In the developmg
countries. the increase i the share of machmery and transport cquip-
ment imports was less than i cither the developed market CCONOMICS
or the centrally planmed cconomies, and more graduai; it inereased from
28 per cent in 1960 1o 30 per cent o 1965 and 1966 and 31 per centm
1967.

I the case of “other manufactnres” which are generally products
of light mdnstry, the share of total imports ol the developed market
cconoinies mereaseed stowlv, from 27 per cent in 1960 10 29 per cent in
1966 and 1967, Of the three conmtny EroOMpIgEs, that of the developed
market ceonomies is the onlv onean which an increasing trend i rmports
of “other manufactures”™ can be discerned. In the developing counties,
and in the centrally planned economies, there was a shight downward
trend in nnports of “other manufactures” ;s in both cconomic groupings,
the share of nuports of “other manfactnres” fell from 28 per cent in
1960 1o aronnd 26 per centin 1966 and 1967,
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If, as is generally assumed, chemicals, machinery and transport
equipment comprise the outputs of heavy mdustry and of capital goods
industrics, it is clear that all three cconomic groupings are utilizing
forcign sources of supply to-an increasing extent for capital goods. In the
developing countries, reliance upon foreign sources of these goods m-
creased from 36 per cent of total nnports in 1960 1o 40 per cent in 1967.
The centrally planned economies rank sccond: their combined shares
of imports of chemieals and machinery and transport cquipment increased
from 31 per centin 1960 to 36 per cent in 1966 and 38 per cent i 1968.
The developed market ceonomies rank third: their combined shares of
imports of chemicals and machmery and transport equiprent increased
from 23 per cent of total imports in 1960 to 30 per centin 1967,

Not onhy are all three cconomic groupings mcereasingly utihzing
foreign trade as a vehicle for obtaining capital goords, but, on bhalance,
all three are tmporting relatively fewer “other mamdactures”™ . which
are assumed generally to be consumer coods. Tn 19606 and 1967, the share
of total imports acconnted for by chemicals and machinery and transport
cquipment iito the developed macket cconomics was approximately
cqual to the share ol “other manufactures”. b the case of both the
developing conntries and the centrally planmed ceonomies, the shares ot
imports of machimnery and transport cqnipment and of “other manufac-
tures” were about equral in 1960 e, 28 per cent of wtal imports); in
1967, the share of machinery and transport cquipment increased, while
that of “other manufactures” decreased.

These trends suggest that the developing countries’ capacity for
inereasing thetr exports of manufactures was limited. As indicated carlier
in this chapter, developing countrics are increasingly exporters ot “other
manufactures’”. From the paragraphs iminediately preceding, and from
the data in table 25, itis clear that onhy the developed market cconomices
are increasing their share of unports of “other manufactures”™; further-
more, this increase 1s relatively small, being of the order of 2 per centover
an cight-vear period.

Because the developing countries are attempting 1o industrialize,
and thercfore luve au increasing need for foreign capital cquipment,
the question arises why their share of total imports of chemicals and
machinery and transport cqupinert has increased less than have the
corresportding shanes for the other cconomic groupings. As will be shown
0 another secuon of this smvey, forergn investment has been shuggish,
particularly foreign ceonomic assistance, This explains to some extent
the relatively minor inerease the share of imports of chemicals and
machinery and transport cquipment.

DIRECTION OF TRADE IN MANUFACTURES

Over the period 1960 1967, there was not mich change in the
direction of trade in manufactures (sce table 26). The centrally planned
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TaBik 26, DESTINATION OF EXPORTS OF MANUFACTURESY BY 1FCONOMIC GROUPINGS,
1960 1967
( Percentage of total manufacturing exports )

Imnporter

Eaporters ) ,
Developed market Deceloping countries Centrally planned

Developed market economies
1960 . . . .. 65 29 4
191 . .. .00 66 28 3
962 . ..o 68 25 4
3 . 0. 70 24 3
1964 . . .00, 71 24 3
1965 . . . . ... .. 73 23 4
196 . . . ... 73 22 4
1967 . . . . . .00, 73 22 4

Developing countries
1960 67 30 3
1961 65 32 2
1962 67 30 2
1963 66 31 2
1964 66 31 3
1965 06 30 4
1966 68 28 4
1967 68 27 4

Centially planned economies
190 . . . . .00 1 9 79
S 12 14 73
192 . . .00 1 14 73
1963 . . . . .. i 15 73
12 0 00 13 15 72
195 . . . . ... 14 15 70
196 . . . . 0 16 15 68
%7 15 14 69

Sowrce  UNIDOY, based on Une ! Natwsns, Monthly Bulletun of Statisties.

CAITC SR
ceonomies, as noted carlier, tended to trade among themselves. The
same pattern ocenrs among the developed market economies. The devel-
oping countries exported most of their manufactures to developed market
cconomies, a pattern explaned by their histoncal ties.

For the deseloped market ccononnes, the trend during the 1960s
seems o pomnt to an merease - trade among themselves, Over the entire
pertod 1960 1967, the share of the developed market economies’ ex-
ports of manutactures to the developed market cconomies inereased from
6 per centan 1960 16 73 per centain 1967, 1t should be noted that the
23 per cent share was reached w1965 and connmued through 1967,
tnphome that a new platean had been reached m 1965, That some stab-
ity had been achweved s mdhicated also by the constant 22 per cent
shone i exports of manufactires from the developed market economies
to the developmg countries i 1966 and 1967, The fact that the developed

L]
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market cconomies’ exports of mannfactures to the centrally planned eco-
nomies stood at 4 per cent from 1965 through 1967 15 not considered
significant as ostablishing o stable pattern amovg vading partners;
trade in nanufactures between those two country groupings represented
3 o 4 per cent of the developed market ccononnies’ exports of manu-
factures over the entire cight-vear period. The fact that the developed
market cconomies tended to wrade mereasingly among themselves s
explained in part by the development of vegional co-operation among
them. The Europcan Connmon NMarket, tor example, would have
been reaching is potential during that pernod. Another obvious ex-
planation is the weatth of those comtries. As noted carhier, the developed
market ccononmies expertenced inthat pertod a relatively Tugh rate of
cconomic and industrial growth, miplving a greater capacity to import.

The data i table 26 idicate a substannal decline i the share of
exports of manntactures from the developed market cconomies to - the
developing countries. Inc 1960, 29 per cent of the developed market
cconomics’ exports of manufactures went to developing countrics. In 1966
and 1967, the share was 22 per cent. In part, the explanation nmght be
found i the ability of developing comtries to replace tmports ol con-
sumer goods, although, as was discussed above, mamifactures other than
chemicals and machinery and vansport equipment were a small and
declining share of the total mports of developing countries. A more
important factor is the foreign exchange constraint.

The developing countries export their manntactires primanily to the
developed market cconomies. Anv changes over the cight-vear period
under review have been shight, trone 1960 through 1965, the share of
exports of manufactures from developing covntries to developed market
cconomies flucturted between 65 and 67 per conts In 1966 and 1967, 1t
was 68 per cent. In parts the explananon hesm the fact that, of the three
major ccouomic groupings detined e this sievey, ondy the developed
market ccononnes showed o trend, however sheht, towards inercased
imports of “other manutactires™ N notcd above, “other manulac tures™
comprise the hulk of the exports ot developime comntriess The share of
exports ol mannfactures from developing comntries to centrally planmed
cconomics w.s very small raneme between 2 and 1 per cort Tos noted
that, from 1965 thronoh 19970 the share of exports of manubacnnes from
developiug conntries o centrallv planned cconamies was b por cont,
indicating a shiehthv v trends Neverthelesss both the absolute valoes
of the manulactured cxports of the developie comtvres and the share
dispatchied o the contially planned coononnes sueoest that the Tatter
were ot it sienihicant tradime partier foo developime conntries,

[t s notesworthy that trade i nmantactines aanone des eloping coun-
trics has decreased somewhat, from 1960 thvough 1965, such trade
accounted for approximately 30 1o 31 per cent ot all exports of manu-
tactures from the developing conntries. In 1966, the share dropped to
28 per cent, and in 1967 it dechned further to 27 per cent. In part, the
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explanation lies in the categones of manufactures imported into develop-
g conntries. As discussed above, developing countries tended to import
mereasing amounts of chemicals andd machmery and transport equip-
ment. Becanse their manufactured CXports consist mainly of “other
manufactures™, it is not surprising that their trade among themselves
should have heen relatively small, Secondly, and related 1o what has
been said above, hecanse the developing countries’ demands for tmports
have been concentratedd on categories of commoditics whicl, they do not
produce, and, hecause they have experienced ifficulty in recent vears
in obtaining forcign cconomie assistance, it s reasonable (o assume that
they would attempt o concentrate their efforts on mcreasing their total
trade and in particular their trade in manufactures. A third, and by no
means unimportant explinatory factor is the competitive rather than
complementary pattern of industrial development in the developing
conntries,

The centrally planned cconomies have tended to trade in manu-
factures mainly among  themselves, although there have been some
changes. Such trade declined from 79 per centan 1960 16 68 per cent
m 19665 there was o sheht increase to 69 pereent i 1967, In 1961, as
compared with 1960, there was o substantial decreace i gl share of
such trade, from 79 (o 73 per cent. The explanation lies mainly in the
mercase i the share ofexports of manufactures frou, the centrally planned
cconomies o developing conntries 1 share was a perocent e 1960
and M per cent in 1961, 1, the period 1961 thvagel, P63, there was no
substantial change. Fhe ¢onrlh plonied coonamues cxports of manu-
factures to developed niarbor ¢ ononee dcconnted for dpproximately
FE per cent of their 1o per s ol oot e share of those
CXports to (l(’\('ln])inu CONNIeS W Approsmacls 1o 15 per cent;
the share of trade amaong themeelyves was 3 porcents From 1963 through
1966, the share of (e centralhe plinmed coomome s cxports ol manu-
factures 1o developed markor cconcmios teteased hom o |6 per cent;
the share to developing counties wae vomstant 1 oper cent; and the
share of trade dmone themselves dechned from 73 4 fre, per cent. In
1967, the share of POt ol tantac tires freg contrallv planned
CCONOMICS to developed ik Coonotmies dechined shohih (o 15 percent,
and to 14 per cemt 1o (he developme countries. Tl dechne may be
explamed by the world-wide slowdown i industrial prodncton and
ceonomic development,

I\/I:\NL?I";\(J FURING OUTPUT AND FORLIGN TRADE
IN MANUFACTURES

If indices of manufacturing production and exports of manufactures
are compared, there would appear to have been a substantial increase in
both indicators, and forcign trade in manufactures may have been a
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stimulus to manufactnring industry. For the world, the respective indices
of growth of ontput and CXports stood at 151 and 188 i 1967 respectively
as compared with the bage year 1960 (sce tuble 977 For ihe developed
market cconomies, the twe indices in 1967 stood at 148 and 189, respect-
tvely; for the d('\'('luping countries, .t 153 ;. 212 and, for the centrally
planned cconomies, at 178 and 185.

Two problems arise, making the hypothesized relationship dubious,
First, the indices are not comparable, beeayse diflerent criteria are
employed in their construction. Output of manufactures is classifie
according to ISIC, while exports of manufactures ;e classified according
to SI'T'C:, Secondly, there is the statistical base problem for hoth indices,
Exports, being smaller than output, will tend to exhibi greater growth
than output. In this connexion, it is noted that exports of mannfactyres
in 1960 and 1967 acconnted for relatively small Proportion of the total
manufacturing output of the world and of its three major country
groupings (see table 28). Tt may be concluded, then, that forcign trade in
manufactires has o only a small impact upon industrialization,

TasLr 28, Rario oF EXPORTS OF MANUFACTURES® 10 1o, MANUFACTURING OutpyT
BY ECONOMIC GROUPINGS, 1960 anp 1967

( Percentage )
1960 1967
Developing countries . I 14.4 20.9
Developed market cconomies . . 21.3 27.4
Centrally planned cconomies . . Coe 7.5 7.7
World . . = = T e e 17.1 20.7

Source ; UNIDOQ), hased on United Nations, AMonthly Bulletin of Slatistics.
% SITC 5 4,
LB L) (SIS

To some extent, the data in table 97 indicate that the growth of
foreign trade iy nannfactures could oy or at least did not counteract
the stowdown in ccononne and industrial ACIVILY i 1967, Fop the workd
as a whole, (he mekes of crontly of NPT of iy es rose l)_\'
6.8 per cont i FWT aver T whevea e fndes o vrowth of many-
facturing Cutpit chanoed by oo PErcents Smalande oy e developed
market ccononies, (e S per cent vise i P96 0t the e of growth of
CXPOTts ol maniila iy oy e Mewed i velation o (e 28 per cent rise in
the indes of oyow s of manta Bieme outpat e e aeneral relation-

slup obtains 10y 44, develaping conntties where 405 per cent growth in
FOO7 over 19, Mg Liring CULPHE s nchied hy a 7.1 per cent
change in the indes CEONPOtS of maninde (e The two indices would
seem to bear il n*i;mnnship to cach other for the reasons given above,
and forcigi trade iy Hranufactores certamly had little op no ctiect upon
the stowdowy iy Manulacturing production.




Chapter 111
EMPLOYMENT AND PRODUCTIVITY

GROWTIL OF LABOUR RENOURCES AND MANUFACTURING
EANIPLOYNIENT

In developing countiies, indusonal growth s confronted with a
varicty of libour problenms, Generally speaking, ninmifacturing ndustres
in those countries operate under conditions of excess supphy of unskitled
labont, but there are widespread shortages of skilled manpower. There
is somc ovidence that Ldbonr prodacnviny m the developing conntries
s improving and covtun medusaies Ty e managed o heve a relatively
high fevel of Tabour productiviey: genevally, however low produetivity
stil prevals e the manufa tning sector as . whole,

The maenfacturing sector, which is stlb small e the developing
conntries, pavticularh as far as the more madern segments concerned,#
absorbs onlv o modest part of the available Tabour resonrcess Tnca large
majority of the countnes for which statistical data ave avarlable the
whole mannbactnme sector imchuding vers considerable artisan and
handicraft eniplovinent absorhed between one-tenth and two-tenths of
the total ccononically active population i the 1960s, Further, the share
of nunufacturing lad not substantatlv changed e that respect from the
position prevailing m those countiies ten to hfteen vears cavher, e, m
the carly post-war vears 4

Recent developments inindustry i developing conntries show in-
sufficient grow th of output as well as a tow increase inmdustrial employ-
ment. While, generally speaking, those conntries have been able sub-
stantially to improve their edncational and heabth standavds e the fast

2 Kailas €. Doctor and Tans Gallis, “NModern sector employment e Asian
countrics: some empincal estimates”, International Labowr Reviere, Vol 90 No. b, 1964,
p. o+t and M The size and characiensucs ol wage employiment e Mricas: some statishi-
cal estimates”, Diternational Labour Recieie, Vol 93, No. 20 1906, p. 149, See also ECLA,
The Process of Industiial Development in Latin Amertea (United Nations publication, Sales
No.: b TG4

& UNIDO, Indwstrial Decelopment Suricy, vol. T (United Nations publication,
Sales Noo: FL68 1L B 18, pp. 2481F and 1able 83,

8
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ten to fifteen vear, and thus Move towards an improvement in the over-all
quality of the Libonr force, they have been tmable as veg to achicve g
comparable improvenient iy, the utilization of available manpower and
m the redi o ol imemploviment, Many social, cconomic and techno-
logical five tory inpede the effrs ol developing countyies 1, raisc the leyel
of emploviment iy hetr manubfiacturing seeqors, Those Lactors, as vell as
the general progressachicved 1 the CxXpinsion ol employment in manu-
Lacturing and sy othier economie Sectors, are reviewed in volame T of
UNIDOS Zudusrial Development Sy ppy, 1 .\('(‘(bi‘(lil}‘_{l}', only some of the
cnrrent developmens i, manualactnrig cmplovment productivity
are reviewed i he present snrvey,

l\l;llltxf‘;ltflllr'illg 13 potentiatly the dynamic sector of the cconony,
However, doubts are often raised concerning the ability of this sector to
create new employment i sulficiently Lirge numbers, In thig respeet it
1S IMportint (o consider, not only the direet cllects, but also the mchirect
and sccondary eflecrs of NOW Dannlactiring investmen; i the creation
of employment, )y srowth vates of the luboyr loree given in table 29
provide a poing of reference for measuring the adequacy of the recent
growth of the nanufacturing sector in (he developing countrieg and its
effect on cmplovinent expansion in those countries,

The estimates in table 29 indicate that, in the vears 1960—1965, for
which aggregate employment fignres e avanlable, the labonr foree
mercased at 2.5 PEr cent per annum i Latin Amicri dand at close (o 2 per
centan Africa and Agy, 45 These fignes provide ouly am over-g]] measnre
of the grow l of manpower resources in the developing onntries, Within
these rates there are significant deviations in the Varions subregions, ag
indicated in able 29 The orowth of demand for cmplovine g oppor-
tunities  in manufacturing and  other non-agricultural eciors could
perhaps be hetger dapproxmmate] by the lngh avowth oo ob the urban
population, whieli iy many Latin American countites exceeds 5 per cent
per amum A% Not all the members of this rapidiv: growing Labouy force
are futly prepared for many of the jobs i the manafacturing sector gl
May require raining hefore they can be cflectively emploved in that

W Ihid., chapier 1V,

S Iy those ostinates, the Lihouy force is identical with the ccononucally active
population and the supply of Libour, 1oy details of the metho Iology of thoge esthmates,
see James N, Ypsibanns, World and Regional Estimates ang Projections of Lubour Force
(Unned Nations docnmen ISLEP AN 114, presented oy e Intercecional Seoiar
on Long-1erm Econonn Projections for the World Leonomy: Secroral Aspects, held
m Elsinore, Denmark, from 14 10 27 August 196

1 UNFESCH Yo Urbanization in Latin dmerica r’l’rum'ulmgx ol o seminag juinlly
Sponsored by the U g Natons, ECLA ang UNESCO, Co-operation witly the
1L.O), held 1y Nantiago, (fllilt*.‘lllly' 1939, Paris, 1961 i b ition iy Ao and the
Far Fas tl’nuvm]mgs of a jomt Uniged Nations' U NESC() SCM, Co-aperation
with the TLO, held m Bangkok, Thailand, August 1956, Calentn, 1957, See also
Unned Niations, I’nu‘re‘v/ings‘ of the World Lopudation Conference, Belarade, 30 August to
1O Seprember 1965, VoL IN': Selected Papers and Summaries, Migration, Urbanization and
Feonomie Decelopment U piged Nalions publication, Sales No - 66, X111.8).
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TABLE 29. GROWTIH OF LABOUR FORCE IN DEVELOPING REGIONS, 1950 1980

(Average annual percentage change betiween the dales indicated )

1950 1960 Loy 1965 1960 - 1970 1970 - 1980
Latin America . . . . . . . . . 2.4 2.5 2.6 2.8
Tropical South America . . . 2.6 2.7 2.8 3.0
Middle America . . . . .. 2.8 2.9 3.0 3.4
Temperate South America . 1.5 1.5 1.5 1.5
Caribbean . . . . . . . . . 1.6 2.2 2.2 2.3
Asia (excluding mainland China and
Japan ] 1.5 1.8 1.9 2.2
Other Fast Asia C 1.4 2.7 2.8 3.1
Middle South Asta . . . . . 1.3 1.6 1.7 2.0
South East Asia. i.9 1.9 2.0 2.5
South West Asia 1.5 2.7 2.7 2.7
Africa (excluding southern Africa) . 1.4 1.9 2.0 2.1
Western Afriea . . . . . . . 2.3 2.1 2.2 2.3
Eastern Afviea . . . . . . . 1.1 1.7 1.7 1.8
Middle Afviea . . . . . .. 1.0 1.0 1.1 1.2
Northernn Africa . . . . . . 0.5 23 2.4 2.6

Source: James N. Ypsilantis, World and Regional Kstimates amd Projections of Labour Force (United Nations document
ISLEP, A VI, presented at the Interrevional Semmar on Long-term Feonome Projections for the World Feo-
nomy : Sectoral Aspects, held in Elsirore, Denmark, from T4t 27 Angust 1966,

Note: To the estimates quoted ahove, the tishour force is entical with the economically active popnlation.
Data for 14950 and 1960 are based on the Lahonr toree participation tates for one or more dates frotn 19498 10 1932
and from 1958 to 1962, as reported for more than 200 countues and territories,

The labomr force for 1970 and 1980 has been estinatod by applving the sex-age specific lahour force participation
cates estimated for each of the regions to the United Nations data on populiation by sex aud age for the same region.
The d...a for 1963 were denived by interpolation between the pattern of sex-age specihic Jabour force participation
rates in each region for 1960 and 1970,

For detailed notes on the methods used, see the above-mentioned source,

sector. Nevertheless, the estimates of the growth of the abour force are
indicative of the rate at which jobs will have to increase to absorb the
increased manpower resources.

The estimates of the growth of the labonr force in the developing
countries given in table 29 indicate further that, in the vears 1970 1980,
the rate of increase in the labour foree in the majority of the developing
subregions will be ligher than in the pertod 19600 1970, An increase of
close 1o 3 per cent per anman in the Libour foree is to he anticipated m
the Latin American region and of more than 2 per cent i the African
and Asian recions, Since aericuttnre s unable to absorb all these new
supplies of Tubour, as experience has clearly showu, there has Dhecon a et
movement of populaton away from agriculture, o rapid growth of the
non-agricultural ahour foree and a lngh demand for mdusioal and other
jobs in nrany of the developing countries. That as the context in which
the recent advances of the mannfactiring and other sectors capable of
absorbing new Labour should be considered.
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RATES AND PATTERNS OF GROWTH OF MANUFACTURING
EMPLOYMENT BY ECONOMIC GROUPINGS

Between 1960) 1966, the progress of industrialization in (he develop-
ing countries was reflected iy a growth rate of 6.9 P cent per annum 1
the output of mannfactnres (sec chapter T Associated with this growth
was an expansion of manufactring emplovment of 4 percent per annum
(see table 30), During the same period, the developed market ccanomies
recorded steady althongh relatively low rates of cmplovment expansion
m their mannfacturing indnstrices, Fheir average growth rate of manuyg-
facturing output 6.5 percentper amum’ was assocrated with o 9 per cent
per anmuon ¢growth in cmployment, reflecting the continued rehiance of
these countries an improvements in productivity for imcreased ortpui. In
the ecase of the centrally planned cconomies, the average annual rate of
growth of manufacturing output was 8.3 per cent. The expansion of
manufacturing employment in the centrallv: planned economics at the
rate of 1 per cent per annum could acconnt for nearly ane half of (he
merease in outputt?

In the periad 1960 1966 there v net much silarity i cmploy-
ment growth rates or in the patterns af the estimated relative shares of
emplovment in the increase of manulac i g ontput among the develop-
ing regions ‘scee table 300 Fhe Astm region as g owhale recarded a rela-
tively high average vate of crowth ol manatachiring cmplovment 05 per
cent per-aomine and s cnploymeny panstion contrtbinted more o the
relatively high rates of growth of 1he reported wanufactnring ontpnt of
that region thau the kel over-all gains ontpitt per man. The ex-
pericnce of the Latio American region 1n the same period seems to

17 Consicdering that the output index is given by the employment idex nnultiphred

. 5 v v <z v y
bythmmtpu[p( rianmcdex (] L0 ) (l 00 ) (l G0 ) where 00 100" [0
are the rates of increase in output.emplovment and onput per nia respecuvely, the
proportion of the inerease i ortpt accoumted Tor by the icrease cmploymen is
approximately estimated here s v by tn b v accomnits lor i share of a broadiy
defined over-all can i Lo Producivie i the rare ol CXpansion e owmpuat. fmproye-
ments i the rareg of ton] Sulpt per tan o vear e fleon ot onh mprovements m the
ratio of ouiput o man bor s sy . Bequenthe votorred 16 a8 Tabour productivity
proper. but also Clanges e 1l product nie St it stractiee of caplovment, as

well as chanees o by vy by Per e s oo I should he emphasized

trther than the coimaies i aned b Aallow i g reraphs of the reliative con-

tribution o Ciiprien oot and prodocoiec s Lo e wrowth 1 ates of vutput achiieved de
not imply crecaded el 1 Lvoomshigs bienw rpn U Laibour emplovment and
omput. Coven oodevianed o Hhanlac i o oot aned supplv ot mpis other than
abour cequipriens. el crievey oo e proporton ol the ncrease ottput
acconnted for by the e rease 1 coplosientndicates v gt how Tabom requrements

tor the attamed crrput have Been ni e o what estens those requirements were
met by mcreases nothe volunne o craplovinent and by cams i the productivity of
those atready cmploved. When the productive capacy of equmpment and nanpower
s lully utilized, both alternatives mentioned above may require: some capital and
other outlays.
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Tasilk S GROWHIL OF  1OTAL PMPLOYMENT Y MANE A EDRING, By RCONOMIU
GROUPINGS, 1UD0O b

Loerape annual pereentage cumge beliceen tie datey mdicated

Per rsiuge ke tron precsding yow Pater 106 d
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Developing countnes total 4 1 H g } 2 {
Latin Amenica 1 - 2 7 2 6 4 2
Asia (excluding japan § 1 7 3 3 | 5
Developed markel
CLONOMIES o 2 2 2 2 2 2 2
Centrally plaimed
Ceonomes b 1 3 1 4 3 4 4
World, excl, centralh
planned cconomies 3 b 3 3 3 2 3
World, total =~ .3 3 ) 3 3 2

Saee UNTDOY, Based ane Vopted Natias, Saitstoal Troricok and addital dhata prassded T the Dnsted
Noittons Stattwal Ot

indicate that, swhile the growth rate ol manufacturing ontput was lower
than in Asia, the rate of expansion ol manulacturing cmplovment was
far lower than in Asia. At times, the total volume of mannfacturing
cmplesment in Latn Amerniaa did not expand at ol and even dechned.
Tt wonld thus appear that, despite some new ivestments in that region,
requiiring new Labonr o operate the newiy created prodnctive capacites,
the recent slugeish advances inindastrialization were possibly accom-
panicd Dy improvements moutput per man and thus, on balance, did
not contribnte much to the mrther expansion of the volime of the Tabour
force enwaged in the manufacturmg mdnstrres,

On the othar Tand, Lot America oxpenienced ligh growth rates
ol popnlation and Labour force. According 1o estimates and projections
given m table 200 the Tabonr foree grew by 2.5 per cent per annun in the
period 1960 1965, Tn the same period, manufactnring employment
expanded ot the rate of 22 per cent poramum:see table 300 Tr thus
appears that the recent advances b indnstrializaton m Laun America
and the resulting demand for Tabour by the mannfactring sector have
not suliced o keep pace with the growth ol the Tabom force, to-say
nathing of contributing to the rednction of the ponl of memploved and
nnder-cmploved existing e that region,

I the present trends intluencing the expansion of the mannlacturing
sector and its demand for Labonr i Latin America continae, the resulting
mannfacturme cmplovment cap will widen: the estimates of the growth
of the Tabour torce tor the penad 19700 1980 show thae the labour force

ot nitedd Natione, 296, Repaont on te AWorld Social Setwdon - Urined Nations publica-
non, Sates Noo: 681N and Proceedings ot the World Population Conference United
Nations publication, Sales Noocon, NTHLE
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will grow at some 3 per cent per annum in that region (see table 2091, "T'he
mability of Latin Amcrica’s manufacturing growth to absorb a sizcable
part of the new entrants into the labour force is particularly pronounced
and calls for urgent policy measures aimed at increasing productive
cmployment opportunities,

Taste 31, Prrsons EMPLOYED IN MANUFACTURING AND IN NON-AGRICULTURAL SF("TORS
IN SELECTED DEVELOPING COUNTRIES, 1960— 1966
(Average annual percentage change between the dates indicated )
Manufucturings Al non-agricultural sectorsd
(ISIC 2 gy (IS1C 1 -y,
Source of
labour stwistics 1960 - 19674 1960 1963
and 1966 1967 and 1966 1967
1963~ 1966 1963 1966
Latin America
Chilee . . | . | v 2 - . .
Columbia . . . 1v 1 . ..
Fcuador . . | v 3 . . cee
El Salvadord.e | v 7 1 7 14
Guatemalac, | | 1V —1 1 ve ces
Pucrto Rico ., Iv/I 6 5 6 3
Trimidad and
Tobago! . . | IV/I 5 . 3 3
Venezuela . v 4 4 cee ve
Africa
Gabone . . | | IvV/11 — ces 6 .
Kenya® . | | | v 10 ces 2 ces
Sierra Leone . . v 17 5 -3
Zambiah . | | v 7 cee 2 e
Asia
China (Taiwan)i I 7 . 5 10
Korca, Rep. ofi | I 13 9 9
Philippines . . . I 5 1 7 1
Ryukyu I 10 7 4 6
Syria¢ I 4 3

Source: UN1TDO), Lased on 11.O), Yearbook of Labour Statistics 1967 and Bulletin of Labour Statistics 1969, 1st Quarter,
Cieneva,

¢ Including qnarrying in Trinidad and Tobago.

b Excluding mining in 11 Salvador; government services in Gabon,

© Wage-earners anly.,

4 Area of San Salvador.

FIBE TG and vy 1966,

! Data for non agrenluiral sector refer to 1964 — 1965 and 1965 - 1966,

? Data for 1960 - 1963 hased on statistics of establishment (1V) while those for 1964 1966 .re bused on statistics
vheampulsory social insurance 5] R

L1960 - 1963 and 1963 1965,
! Conputed from average size of civilian labour force cmployed between 1963 1964 and 1965 - 1966.

Vore: "Fhe Roman figures in the table indicate the following main sources of emplovment statistics: I - 1abour
Frcesample surveys: TE Statistics of compulsory social insvrance; IV - Sgatien s of establishments.
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Aggregate data on the growth of manufacturmg craploviment m the
African region are not readilv avalable: Some tentanve estmates made
by the UNIDO sceoretariat covering Mrica mdicare that manufacturing
(‘fﬂpl()}‘lﬂq'ﬂt in that group of conntries grew at the rate of some 5 per
cent per anrens i the pertod 1960 1966, Comparable data on the growth
of manufacturmg ontput m the same conmtries are not, however, as arlable
and prevent the assessiment ol the cmploviment absorption pattern of the
manutacturing sector theve,

Some recent data on the rates of growth of cploviment me the
manufacturing scctor and e the non-agneultural sectors ancluding
manufacturmg; generally are presented an table 310 This mformation
1s avadlable for onlv a small sample of developimg countries but clearly
brings out therr diversified experiences. The group of Laun American
conntries represented e this sample, and for wineh relevant data are
avatlable, recenthy recorded o sigmheant deterioration e employ ment
expansion. T the peviod 1900 1960, three of the cight Latnn American
countrics presented here faled to expand their manutacturing employ-
ment at the rate of the natural increase of the Tabour toree, The sanie was
truc of five out of six e 1967, As regands the African countries, the
sample s too snall o warrant any specthic comments. The group of
Astan countries inelnded m table 31 stands out as the one where the most
steady expansion of manufacturing emplovment occurred in the period
1960 1960,

The relatvely steady growth of the Tabour absorbed by the non-
agricultural sectors i all the developing countries 1s wortls noting. The
latter sectors, however, cover quite diverstied activities®® and reflect the
net resutt of many factors, including hidden unemplovment.

GROWTH OF EMPLOYMENT IN MAJOR INDUSTRY GROUPS

Among the various industrial sectors there was a general tendencey
for minmg and quarrving to develop and expand s output without any
significant mcrease i the volume of manpower engaged i that sector
(sce table 32 This tendeney was particularly pronounced in the devel-
oped market cconomies during the period 1960 1966, where advances
of output at the rate of 2.6 per annum weve associated with a steady
contraction of emplovnient at the rate of slighthv more tan per cent
per anuam.

Within the manufac tining sector, the heavy nnmatfctring industries
tended o expand during 1960 - 1966 4y higher rates of output and
cmployment tan dhd the Tight manufacturing industries i all the major

1 Employiuent changes e relativels small munufaciuring seclor cannot

appreciably atlect the over-all growth rare of cmployment e the non-agricuhural
sector as 4 whole,
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regions. Different patierns of cmployment and productivity changes
prevatled, however, i the hehit and heayy manufacturing scetors among
the magor regions, s may be mterred from the respective growth rates of
output and cmployvment given in tables 32 and 33 see also table 8

In the developed market economies as s wholel hoth the light and
the heavy mannfa turmg mduostries appear to have had not only rely-
tively 1oy cployment requirenents for the mercased output aclieved,
but also to lave shown 1o marked ditlerences in the pattern of demand
for new labom tesulting from such expansion of output. Ty is thustrated
by the fact that the recorded rate of merease of emploviment 3 per
cent prer annm for the heavy manufac turmg and 2 per cent for (he hght
mamfacturing ndustiics  conld be accounted for by about four-tenths
of the increase in ontput i both sectors® gee ahles 39 and 8.

Tasie 32, Growin or PMELOYMENT N INDUSIRY  BY MAJOR  INDUSTRY GROUPS
1960 1966

( Average annual frercentage change between 1960 1963 and 1 93 - 1966)

’

Manufacturing
Indusiry total Mining e ~
Total Lights Heavyd

Developing countries,

total 4 1 4 )
Latin America 2 -~ 2 2 3
Asia (excluding

Japan) : H 1 5 4 8
Developed marke

economics 2 4 3 2 3
Centrally planned

econornles |, 3 1 4 2 5
World, excluding

centrally planned

economies . . 3 -2 3 3 3
World, total . . . 3 -1 3 3 4

Source = As for table 30,
& ISIC: 20 26, 28, 30, 39
b ISIC 27, 01 .

The centrally planned e~onomies achieved a growth rate in employ-
ment of some 5 per cent per annum in the heavy manufacturing sector and
slightly over 2 per cent in the light manufacturing sector, Fast growing
employment in the heavy manufactiring industrics was accompanied by

8 Estmmated approxnmalely on the basis of vz, where vis an average annual rane
of growth of employmen during 1960 1966 and z the respective rate of growth of
output. l'nrmm(it'(l bigures of rates of growth of cmployment and output were used m
this and other calculations quoted in the following paragraphs.
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greater over-all gains in output per nran than i the light manufacturing
industrics, which expanded much more slowly in terms of outpat and
employment.

The developing countries as & whole also experienced a faster
expansion of employment in the heavy than in tie light manufacturing
inclustries sector see table 331, Tt s, however, characteristic of the
developing countries that additons to the volume of employment con-
uibuted relatvely move to ereased output than was the case m the
developed countnes. Increases in employment could account tor nearly
three-quarters of the mereases in the total output of the light and hcavy
manufacturing industrics in the developing countries.

The Latin Amercan region’s exXperience, however, was markedly
distinet and, in terms of relative labour absorption, tended to follow the
pattern of” the more developed cconomics. Employment in both scctors
of manufacturing grew at much Jower rates than those attained in the
developing countries as a whole. Further, the newly absorbed labour n
the light and heavy manufacturing industries could account for about
fbur-tenths of the inerease moutput, implying that a very significant
part of the increase I output was contributed by over-all gains in output
per man; the result was a relative net contraction in the aggregate mantr-
facturing demand for new labour in that region.

In Asia, the heavy manufacturing industrics recently experienced
the relatively high rate of employment expansion of 8 per cent pei
annum. Tt is also characteristic of that region to rely markedly on newly
absorbed lTabour for expanded output, particularly in-the case of the
heavy manufacturing industries, where mereases 1 employment ac-
counted for more than three-fourths of the inerease inoutput isee table 33).

CROSS-INDUSTRY PATTERN OF EMPLOYMENT EXPANSION

Recent growth rates of manufacturing employment in major indus-
trics in the developing countries as a whole are given in table 34 Within
the over-all growth rate of employment of 4 per cent per annum for the

criod of 1960 1966, sigmbicant vear to year fluctuations of the aggre-
gate level of manulacturing employment occurred o those conntries.
There were also diflerent growth rates of demand tor now Labowr
various industries, resulting from changes in techuologs scale o pro-
duction and product-miy, affecting unit Labour requirements et onrrent
owput, as well as from changes - the degree ol atdization ol those
alrcady employed m manufacturing, inchading changes i hours worked
per mart per year and so on.

The clothing and footwear, basic metals and paper and paper
products industries experieneed the highest average annual growth rates
of employment in the period 1960 1966, namely, 10, 8 and 7 per cent
respectively s they were followed by the metal products, wood products,
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and chenicals and petroleune products induosimes, where o higher dhiam
average rate of emplovient expansion provailed. The tesoley printing,
and food, beveraces and tobacco mdnstiies vecorded the fowest rates of
2, 2 and 3 per cont foranmn vespectively e table 3T crossaidnstry
examination of coaployiment and ontput growth rates over the pertod
1960 1966 seems o sueeest a tendeney fon the lngher rates of growth of
emplovment to oceur in industiies which were expernencimg the Inghest
grow th rates ol ontput.”!

The data an table 31 on vecent vliinees o the volnme ol manu-
facturing cinplovment in Latin Nreenca and Asia mdicate that those
two regions dilfered not only 1o vespect of recent ever-alb vates ol manu-
facturing cmplovuient expansion, as pointed ont carhier, bt also in
respect of the cross-industy pattern of corploviment growth as refated o
output. I both regions the chenneal and petroteum products, basie
metals, clothing and Tootwear, paper and paper produets and metal
products indnstries expanded thenmmannfacoing labowr at rates higher
tham the vespective averages registered i those regions, but partienfarly
striking ditlerences occarted e the deather and teather products and
textile mdustrres. While tn Asia those two mdusties recorded some em-
ployment expansion, althongh somewhat stower than the average for the
whole manulactaring sector, in Laon America they recorded a shrinking
volume of cniployviment. At the same tnie, the outpnt of the leather
industry dechined wnd the tesule industry, which emploved about one-
seventh of Latin America’s mannlactaring Libonr, had been only slug-
gishhv expanding s ontput. There are aindications that behind the un-
favourable cmploviment vends withim the old-established mdustries of
Laun Amenca may he certam marketimg and pricing - pohcies  as
consumer staple prodoncts crannfactred by those indnstries, as well ol
the present pattern of income distribution, -

An exannnation of the avatlable information on the texule industry
m Latn America seems o snaeest that restiictive price policres may

P For the developing commtries as a whaole, Speanman™s cocfticent of rank cor-

relation hetwean the rate of growth of nanuataciurng outpul and ciployvmen durrag
the period 1900 1960 was Tound 1o be cqual 1o 0730 In separate qests for Lann
America’s expericnce i the same area, Speartnan’s coelticient of rank corrclanon was
found 1o be equal to 000 and the vespective 1est for Askds nanataauring mduastry
brougln Spearman’s cocftrcient 10 088 The sample consisied i all cases ofihirteen
pairs of observations of the average 1ates of growth of ontpur and cmplovient for
1963 1966 (1960 1963 100 for 1wo digic industries: afl e coethicients quoted
above were wsocuted wale oo sampling crronr equal 10 0,29,

P N recent FOEN study finds for instance, hat ihe producnion capacity of Latin
America’s texnle mdusiry is Cusually more than sutheient to meet the region’s present
tevel of consnmption of texule producs™ s mdicated o the same study that many
coutttries i the regron are more or less seli-suffricient as fur as hasic raw neaternals for
this indusiry are concerned. Although the kevel of per capita consumption of fabrics
m Latin America varies from country o countiy and the average s rather low 4 kg
per capita - under the prevailing prices “1he clasticny of demand tor wexules is fairly
low, at least within the presen framework of meone distribution among the economie
and social scctors n Latme Nineviea”. See FCLAL The Process of Industrial Development
in Latin America (Unmed Nations publication, Sales No.: 06, 1L.GL 4 p. 94,
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have contributed to the Tailnre further to expand the domestic market,
At the sanie time, the relatively high proporton ol ont-ol-date and
obsolescent machimery and Ingh produiction costs noted e the BCEA
sty referred o Tootote 52 et hander attampts to export maii-
factures ol thas ndusoy oven were the connmcercnal bamers faang the
developme conntnes” exportsan this Lield chmanated ¢ The expernence
of Latimn Mcncas tesnle mdustiy seans thus 1o indicate that the
modetnzatnon o mdnstey and - attempts oo promote mproyciments
Fabom productivity, auder the narket condinons prevathme methe area.
tend 1o redice the oxstine volunie ol et turine cmplovinent,

I he recom expornee ol the clothing, footwear ad made-np
textiles mdnstin, which abso melndes o constderable arnsan and cottaee
indistry soctor, porns to anothe development. Outputin that mdustry
i the penod 1ann Last expatided relatively st but cmplovient rates,
particubarhy e Msras erew mieh Taster than those of output, with
resulting sabstantial drop e produenvity

To simmmarize this hrel review of recent patterns of voss-indnstry
growth ol cmploviment i the batin Amencan and  Asian regions lor
which aggregate data e readilv avalable, iwonld seem that, generally,
the most tapid percentage merease i demand tor new manuolactormg
emplovment rended 1o come from mdnstries which, with the exception
of the clothing and footw ear imdustiy, were generallv newly established,
and was due to the small inttal emplovinent base ol those imduostries in
developing coumtries. Those mdustries do not regquine much labour per
unit of output and do not directhy generate e great volume ol employ-
ment.?t On the other hand, some ot the older  estabhished, Tabont-
intensive industiies. which mchude @ considerable artisan and cottage
industiv sector, tended 1o experience erthera shiggish expansion of
output and a stagnant o dechining emploviment vate oro b thore was
still a favourable murket for them, to attract a great deal ol labour,
perhaps owing to low 1echnological and skl requnrements: m conse-
gquence, the experienced g decreasing prodarcinaty,

TRENDS IN OU TPUT PER MAN IN MANU FACTURING

Over-all gains inoutput per man during 1960 1966 tor the develop-
ing countrics as i whole e shown in table 35, From that table it would
appear that the developing conntries recorded an average of 2 per cent

53 1 this comtext. iUis worth notmg that, ar the Mrhens Sympostm, the experience
ol one country was cited which cearly alustrated thai modern equipment alone, af
eventually secured, does not cnsure sanstactory produciviy at there i nntladjustiment
between e “degree of ntachmery sophisticanon and ihe cahbre ot the Tabour and
managemen”™ . See Unued Nanons, Report of the Internatioral Symposaon on Industrial
Development U mited Natous pubhicanion, Sades Nows FLo9 LB L pp 700 7

51 See 1able 360 also UNTDO. Industiial Developmment Suriev, vol. 1 (Uned Nations
publication, Sales Noo FLoB LB I8 L p. 260 and table 91, o the relatve levels of
productivity i various manutachurmg mdusires in developig countries,
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TABLE B0 OVER-ALL GAINS 1N OUTBLT PER MAN IN THE MANUFACTURING SECTOR IN T11H
DEVILOPING COUNTRIES, BY MAJOR INDUSTRIES, 1960 1963 Ann 963 - 19666
( Average annual change in index numbers )

Develnping
IAYIS Manufacturing industries countries, Latwn \merica Aua
total

2-3 Fotal manufactures . 2.0 3.0 3.0
20022 Food, heverages, 1obaceo 1.9 0.8 3.5
23 Texitles 2.1 3.9 2.7
24 Clothing 2.9 2.0 --3.3
25026 Wowd products . 1.4 3.0 2.6
27 Paper | o 1.9 3.3 1.9
28 Printing and publishing 2.7 4.3 --0.2
24 Leather -1.2 0.5 2.4
30 Rubber e 3.2 7.1 0.6
3E 32 Chemicals, petroleum products 1.8 3.6 0.9
33 Non-metalhe mineral products 1.8 4.2 2.9
31 Basic metals 0.3 4.2 - 0.4
35 38 Mol products | 2.1 2.8 3.9
39 Other manufaciures | 2.6 5.5 5.7

Source: As [or table 30

% Computed as a compound annual pereentage change of a ratio of index numbers of manufacturing output
and enmployment.

per-annum over-all gaing in output per man in the whole mannfacturing
sector over the period discussed, while Asia’s and Lavin America’s gains
averaged 3 pev cent per annum. 1t should he stressed, however, thant those
over-all gains are measared here very erndely@ and retect not only the
actnal vise inoutpnt per man-honr i eacl group ot ananmdacturing
mdnstey but also the effeets of changes in the structre of manufoa turng
outpat and employment as well as changes in the mimber ol Lours
clleevely worked per man durmg a vear.

Gains e output per man were unevenby disiributed over varions
mdustrics. The rubber, printing and publishine, nictal products, texule,
paper and paper products and foaod, beveraees and tobacco mdustries
achieved the highest gains in the range ob 2o S per cont per anaun,
Some of those industrics, when considered o the . vional Tevel appear
to have achieved even more tapressive vains. by e however, the
rubber industry appears to hay o operated vwath siall prodicuvin eains
aud the printing and publishing and hoasie mciads indistrics expertenced
4 detertoration in Labouy produc tiviey . Partie by stritkine s g sionifi-
cant drop in output per man e Asidcs clothing mdustre, amounting to
3 per cent per annum g 1960 1966, 48 well w4 negheible produc-
tnvity gain in Latin America’s leather mdustry, The factors which might
have influenced these trends are dise nissed moan carlier part of this
chapter.,

% Index numbers of total manufacturing output for 1963 1966 (average 1960 —
1963 1s taken as 100) are divided by index numbers of employment,
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A preliminary cxamination of the gains in labour producuvity does
not point to any clear cross-industry pattern of assoctation, as for instance
between the Tevel of productivity per man in varous industries and the
pereentage gains achicved in productivity, Some stmple tests seem to
suggest o tendeney for productivity gains in Latin America to be much
more closelv related (o changes 1 output than in Asta?® I the more
industrialized region of  Latn Anerica, ceconomices of scale seem to
acquire a greater role i alleeting productivity, dne perhaps to- the
smaller relative to the Asian region  spread of artisan and handieraft
techmiques throughout the manufacturing sector and to the greater impact
of more developed manufacturing supporting services. Consequently,
expansion of outpot tends to bring about greater gains in procuctivity in
Latin America tlun it does in s,

Although Tabour productivity in the develeping countries has some-
what improved, its level mothe whole manufhctarig sector 1s still low.
United Nations estimates for 1963 show that the developing conntries
reached less than one-fifth of the world average of output pev person
engaged in mambiteturing fsee table 363 The disparity in the level of
labour productivity is even greater when it s compared with relevant
estimates for the developed conntries. Average manufacturing output
per person engaged in conntries with centrally planned cconomies and
in developed market ccononiies was six times higher than in developing
countnes.®’

A variety of factors may have contributed to these big diflerences m
output per man. Utilization of more cfficient and less Tabour-absorbing
technologies, a higher scale of manufacturing production, availabilitv of
mannfacturing supporting and related services, an improvanent i the
general quality of Tabour, greater industrial shills and ineher standards
of living arc usually credited for higher producnviee e the developed
countrics. ‘The small, more modern segment of wanubactanng i the
developmg comntries is Tandicapped in aAtannng those sources of Ingh
labour productivitv. The widespread existence of traditional imodes of
prodncion in the large artisan segment of the developing conntries’
mannbictiuring seetor also contribntes to the low average labour prodiet-
ivity of the whole manafacturing industry.

Among the developing countries there were signthcant differcirees i
the level of output per man. The Latin American region was the major

56 With y denoting productivity gains during 1960 1963 and 19631965 anel x
the output grow th rates in the same period, the following equanons of regression have
been found for Asia: y  0.02  0.22 v with cocfficient of correlion () equal to 0.29
and standard error of estimate (Sxp) eqnal to 2.28: for Latin Americazy - LOE DOy
coefficient ol correlation (7) was found cqual to 0.6:4 and standard crror of estimate
(Sxy) equal to 141 These coefficients are statistically insignilicant and the results
cannot be regarded as conclusive,

87 However, if the less industrialized countries of Europe are excluded, the average
manufacturing output per person engaged in the developed market cconomies was
scven times higher than in the developing countries,
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producer of manufactures anmong the developig regions, contribntimg
close to 4 per cent of the world manutacturmg ontput,™ and recorded
the best productivity performance. In 1963, the average ontput per man
reached nearly two-thirds of the world average. Phe velatively Tagh level
of labour productivite prevaitlmg in the Latn Nimernican manufacoming
industyies is iHusrated by the Lact that i 1963 10 snrpassed stgmhcantly,
in all industre s, the level recorded tor the ess mdustrialized developed
markct cconomies of southern Farope.»®

The African region, with 1ts very small manufacturme sector less
than once per cont of the world mamtactnring ontput and only recently
estabhshed, ranked second among the developmg regions e relative
labour productnite level e mannfacunmg. A Tatecomer e indns-
trialization, and o region known for deficiencies ol indostial skills and
manntacturing suppumng services, itoattatned an outpitt per nman nnl\
slightly lower than that recorded for the less mdnstriahzed (l«\tlup((l
market cconomies i southern Enrope.

Asta, with its Iimee libour resources, was a nunoy producer ol mani-
factures, contributing onlyv shghtly more than two per cent of the world
manufacturing ontput: its average ontput per man i the manulacturing
sector was cstimated as bemg the lowest among the developimg conmtries
in 1963, "The average output per man amounted there to about one-third
of that 1 Alrica’s manulacturing sector and about one-hilth i Latn
America’s.

No unform level ol oneput per man prevatled among the varions
industries listed i table 360 The estimates o value added por person
cngaged 1 manntace turing given m that table seem to suggest, however,
a certamm pattern of (hl]«l«mmtmn ol outpat per man m the more
industriahzed conntries and diversificd experience mdeveloping countries.

The textite mdustry appears o have recorded the nghest vatue
added per person emploved m 1963 in both the industniahzed developed
market cconomies and the centrally planned cconomies when compared
with the retatively Tow world average. Further, it would appear that, in
both regions, the non-inetallic mimeral products, wood and wood prod-
ucts, food, beverages and tobacco and clothing industiies enjoved the
highest Tevel of Libour productivity. On the other hund, in both regions,
the paper and paper prodocts and baste metals mdustries appeared at
the bottony ol the List, together with the metal produets industries in the
casc of the developed market cconomies and the chemicab and petroleum
products industiies in the case of the centratly planned economies.

A certam siilarty in the pattern o differentiation of ontput per
man could possiblv: be taken as a reflecton of o growing simitlarity

68 l'njuﬂ \';llim}-s. The Growth of World Industry, 1967 Fdition, vol. 1o General
Industrial Statisties, 1955 196 U nited Nanons pubhcation, Sales Noo 69 XV 3

5 In the counmes mchuded i this group, the per capita value added in manu-
facturing in 1958 was less than 8 125,
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between those two regions in factor proportions and in the main tenden-
cres of technical progress within e manufacturing sector, %0

There were significant differences in the level ol output per man
among vartons indnustries in the developing countries. The highest level
ol outpnt per man relative o the workd average and conversely the
lowest labour requIrements per unit ol outpnt prevatled i the chemieal
and peteoleum prodiets, leather aned leather products, rmbber and rubber
products, paper and paper prodicts and i the Tood, beverages and
tobacco mdustries. In turn, the lowest levels of output per man were
recorded for woad and wood prodhicts and non-metallic miner;| products
imdustrics.

The textile industry, frequentdy crted ag tprcatly Tabonr-intensive
and recommiended as a potenttial source of manufacturing cmploviment,
turncd out to have rvather low abour reqnirements per nnit of outpnt
i the Latin Ainerican and Alvican regrons, when compared with the
relatively high world average labonr reqairenents prevarling e this
mdustry; the same was true of the developed market ceonomies and the
centradly plionmed cconomies. Relativels high levels of onput per man
and conversch low Libonr requiremnents per it of output prevatled
also i the food, beverages and tobiceo mdusty in Latin A\merica snd
i the leather and leather products mdusty of Latin America and
Africac The vubber and rubber products and paper and paper products
industries also Lired well ahoye (e FESpective average antput per man in
the Latin American and Alvican regions. In Asia and the Middle st a
different set ol indnstries mamly heavy industries acanired an ont-
standing level of Labonr productivity, Fhe crass-indusoy difleyentiation
of labour productivity scems also to be more pronannced ne the Astan
than in the Latin American or African reglons.

Prehmmary examinations of producavine trends in developing coun-
trics scem to indicate that no wnforn pattern- ol prodaction technique
was applied mthose countries in the il tiug sector. And while
i the more indastrialized 1atin Amcucan recion some of the old-
established industries, such s textibos, Teather and food, Ted n produc-
tvity, sl padteruseems o liave prevailed i the el less induse
trialized Afvican reoion,

The Astan region seems to hive followed o diflervem pattern of
indnstrial growth. Producuvity was low there and only some ol the

I is not unlikely, however, 1hat those stnnilarities are o farge measire only
apparent, resulting rom imperfect methods ol value added estinrates in dollars tor 1he
centrally: planned ceononnies, Iy s signiticant, for instance, that some of the major
tonstmer goods midnstries which usually carry the highest rares ol tarnover Lases i
countries with comrally planned cconomies Ive been eredited by the estimates with
the higlest valie added per person engaged. For an explanation ol methods of estimates
ol value added i dollars tor the centrally planned cconomies, see Unired Nations,
Lhe Growth of World Industry, 1967 Edition. vol. |- General Industrial Statistics. 1953~ 1966
(United Nations publication, Sales No.: 64, XVIL 13,
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newly established industries, such as chemical and troleum produacts,
rubber and basic metals, paper and paper procduicts, appear to hase ob-
tained the preferential benehits o industrial development eftort and
acquired high productivity. "Those are, however, only tentative conclu-
sions, warranting nmuch more detatled and systematie study.




Chapter 1V

SOURCES OF FUNDS AND CAPITAL ALLOCATION
IN MANUFACTURING

EXTERNAL FINANCING

In the ficld of external fmancing,  the period 1960 1966 was
characterized by the slow growth of official assistnee, compensated by
@ rapid advance e foreign orivate capital flows and especially export
credits within this Tast category. Financial resonrees provided by multi-
lateral agencies to developing conntries increased sharply, although
their share of all external resource flows to these countries remamed
below 10 per coent. With respect to aid policy, there was a noticeable
shift from project aid o general development assistance.

As indicated inable 37, between 1960 and 1966 the net finuncial
resonrees received by developing countries fronn all sonrees®! ‘inclnding
the centrally planned ceconomies: increased at an average rate of 6 per
cent per-amnen, In 1966, this total was $11.2 billion., rising from u figure
of R7.8 billion in 1960, Provisional figures for 1967 show a small icerease,
to STL7 billion. Among major categorics of capital exporters, there was
very little change in the relative position of the centrally planned and
the developed market economies. The latter continued 1o account for
most of the external finance provided to developing coomtries. A sub-
stantial effort, however, was made by multilateral agencies, which more
than doubled the amount of resonrees made available 1o developing
conntries during the period 1960 1966,

Of ficial flores®*

Total official flows of external resources received by developing
countries, as shown in table 38, rose at a rate of only 2.3 per cent per

T According to OFGD estinnates,

Refers only to DAC member countries, which inchude Australia, Austria,
Belgium, Canada. Denmark, France, Germany, fialy, Japan, Netherlands, Norway,
Portugal, Sweden, Swizerland, the United Kimgdom and 1he United States, These
nations accounted for 90 per cent of 1o1al net financial resources received by developing
countries from 1960 1966,

62
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annum. These funds amonnted to $6.2 bithon in 1966 compared with
$5.8 bilhon 1 1960, The Largest recipient ol olticial external resonvees
was Asia, with approximately one-lall of the total see table 393, There
was o noticeable decrease nolticial contributions to multlateral agencies
(sce page 83 below

With respect to nlateral official flows, icis unpossible to deternune
the size of official external resourees allocated to the nmanulacturing
sector in developimyg conntries. s regards the portion of bikuteral olficial
flows specifically ded o capital projects, the share committed o industry
inchiding nining by the DAC comntries rose fromc 1T per cent me 1962
to 15 per cent in 1906, amounting to S900 mithon. This was accompanied
by a general shift from project to non-project atd in bikateral assistance. %3
Nou-project aid anmonnted (o almost 50 pev cent ol total bilateral assis-
tance 1 1906,

The tmancial terms and conditions of bilateral assistance have
undergone some change in recent vears. The figures e table 40 would
indicate that the importance ol grants tended to dechne relative to total
bilateral lending hetween 1962 and 1965, Over the same period, loans
hecame more expensive. In 19620 the proportion of grants to total bila-
teral assistanee was 67 per centy and T per cent of total official loans
were committed atinterest rates of less than 1 per cent. 'The corresponding
hgures for 1965 had dechned to 5 per cent and 3 per cent respectively,

Forcign aid provided by the centrally planmed cconomies mercased
over the pertod 1960 1966, Compared with an average annual growth
rate of 2.3 per cent for the flow ol offictal fmancral vesourees Irone OLECDH
countries, similar md from the centrally planned economies rose at a
rate of 3.8 per cent osee tables 37 0 nd 38, Table 41 shows the distribntion
of commitments by the centrally planned cconomies hetween 1963 and
1966, Tradittonally, these commitments have tended to he more con-
centrated geographcally than other sourees. However, the fact that
Asta, Miica and Latn America were all recipients i 1960 would snggest
a greater dispersion than m the past. Begnmmimg i 19630 Afvica recaved
the largest shave ol hinds. Tn 1966, however, loans to Asi were increased
by almost S600 mithon over the previous vear, making it the main hene-
ficiary for the four-vear period. Despite the fact that these Toans tend to
be assocrated swith industriadization projects, only about onc-fonrth were
alocated to casilv identifiable industrial projects i 1966, 94

Sice the developing countries are inercasingly engaged 1 more
aggressive ellorts at expansion i the manufactining sector, the preceding
figures do not ofler particalarly optimistic prospects. Request Tor foreign
assistanice may e expected to inerease i requency and magnitude as

8 OERCD, Development Assistance Isfforts and Policies Review (various issues).

8 United Nations, The Ixternal Financing of Feonomic Development (Unived Nations
publicanon, Sales No.: FL o8 TH D T0), p. 16,
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4. INDE STRIEND DA TOPNENT SRV

Tavrr 40, PERCENTAGE DISTRIBUTION OF TOVAL BILATERAL COMMUMENTS TO DEVELOP-
ING COUNTRIES AND MULTILATERAL AGENCH S FROM DENVELOPED MARKET
FCONOMIFS  BY  GRANIS,  FOANS, INVEREST RALE AND FOAN  MATHRITY,
1962 1965

f9e. A 1t # 1963
Grants . . . . . . ... 61 57 57 55
Loans: interest rate
less than | per eent 14 16 1 3
1 per cent 1o less than
3 percent oo L 1 2 22 13
3 per cent 1o less than
6 pereent oL 17 21 18 26
O per centand above 7 4 2 3
Loans: matiri
40 years and over L L 32 35 49 28
25 vears o 40 years L Ce 9 11 10
15 vears to 25 years .. e 37 24 26
Less than 15 years © L . Ce 19 16 36

Sowrce : Uniited Natons, Lhe External Financng of Eeonomic Decelopment (U nited Nations publication, Sales No,:
E.68. 111D 1o 1 9

development efforts begin to refleet these desires for manufacturing
development. At the same tnme, the most obvious possibility, that of
shifting forcign asststance awav {rom other sectors and into industry,
would appear to ofler shm hopes of relief in view of most developing
countries” over-all capital requirements.

Bearme this vend in nund, two pomts are worth noting for an
evaluation of futare prospects for foreign assistance to manntacturing
developments Faste dirmyg the minal stages; both the abselute mag-
nitude of forcign tunds requared o sistaim a given rate of growth and the
abihity to accelerae grosth Iy absorbing more tunds e likely to
increase. While this s true of an entire developing economy, 1t is par-
tucularhy charactenstae of the manutacturing sector. 'Fhe reason tor this
les o that sector’s capaciny for greater levels of capital absorption
relative to other actvites tegs agricndture and serviees). Secondly, simee
it 1s apparent from the above figures that a “hardening”™ of terms for
loans has occurred, mcreasing amounts of fnture ard will he otlser by
the accumulition of nterest and amortizaton payments; that s, net
contributions will he decreased owing to the problem of debt serviee, It
can only be concluded that asubstantial incrcase i bilateral assistance is
greatly necded in the developing conntries,

Intltionary pressives and related balanee of payments problems in
lending conntries wonld have to head the list of reasons for a hardening
of lending terms dnring the period of the 1960s. As these problems per-
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TasrLe 41, CoOMMITMENTS By CENTRALLY  PLANNED  FCONOMIES TO DEVELOPING
COUNTRIES BY REGION, 1963 1966
( Millions of dollars)

1963 1964 1965 19608

Africa . . . . . 242 874 204 )
Asia . . 99 372 391 1,041
Latin America .o : - : 100
T'otal 341 1,246 595 1,147

—

Source : United Nations, The External Fiancing of Feonomie Development (Unitedd Nations I «bhication, S.ales No :
FL68. 1. D105, pp. 16 and 17,

% Preliminary.

sist, Governments naturally become more reluctant to increase their
share of long-term commitments to “‘soft”” loans, It can only be hoped
that, as related difficultics are remedicd, the trend in lending terms will
be reversed.

Official multilateral aid

Contributions by developed countries to multilateral agencies de-
clined during the period 190 1966 by 6.1 per cent (see table 38, How-
cver, their total lending activities 1o developimg countries increased
substantiall over the same period. This was accomplished by drawing
on funds obtained i previons vears and mobidang addimonal resonrees
on the international capital market Froanciad resonnees provided by
multiliteral aeocnaies rose lrom S260 mathon i 1960 1o S930 million in
FO66, at an averaee vrowth rate of 275 peveent per anmon e the period
1960 1966 see table 37 These agencies” shave of fiancial resonrees
mercased lrom 5 1o 9 percent over the 1950 1967 period,

Among the maltlareral agencies, the share of TRR 1) loans and TDA
credits allocated o manafactiurg developing cconomies has risen in
recent vears tsee table 120 For all o velopmg comtries, this share of the
cimubative totad amounted o 13 pet cent me 1965 1906, mcreased to
33 percentm 1906 1965 and accounted for 20 porcont durime 1967 1968,
Relative o other vegions, IBRD aned TDA crodits 1o Asthave tended to
cmplasize marmtactaring ; in 1966 FA 7,65 por cent of all such loans
and credits were chammelled o (hat sector Fignres on loans and
credits to AMfvica throueh the same agencies wonld suggest that Iereasing
attention was hemnge paid o manulacturing. In contrast, the proportion
of such funds awlocated o Latin American manufacturing was consider-
ably smaller dhuring the same vears

Private capital flows

Foreign private investments were the most dynamic component of
total external resources during the period 1960--1966, increasing from

7




“SAMUIOUO DI vaECﬁ—Q .h——ﬁ.::.vu pue s2itIouoI2 jaylews 1«4QO_U?DQ P
*DAT 01 RO uoHjnu 00| € B SIPRIIUT ¢

-3[2an>ads31 g961 L96] PUT £96] 996 Ui UOIINU GQ]§ PUE VO €/ § 01 PUR QOK1 CAn] 01 dn uonpil g/+§ Jo %103
.u/_unuﬂw_;nz Te 0 c.a::l.ﬂocuﬁ v;.w_hw:::/. M-:Q.u—b.)nv—uv :m ./Lm:«wﬂ:u‘uu v.v—:v.:m« aCO:han;UPUMv ol wummunuh'v v:N n:ﬁo\~ .mUvoahja u:_h:a‘uﬁb_):ﬂnclnncc hCau mu«uv: )=4N~u._ﬂn uanl C_ aie .M V—J w sarurdao) UUCN‘:_:G
ot _~ pnap meuq:q_: :w—ﬁ ...»L—f:mv-:.. LIOBIIND ﬂ—im- Lr—w ..—L.)Q.so—L .mu:vthy m:hd m:&O— .m.CunﬁvC_: :.:_.\C u.:_::: W::UQL.—QJM .».n— —uugﬁ—:mumu u3aaxq IA'] m:m.:}:.un.:.:um:c ol wumﬂfvux« pur t:ﬁ01~ [

“su1odal [enuue Y]] puT (Ul U0 PTG OGN s

DINTLLOPNMENT SURVEY

INDUSTRIAL

0c 0¢ ti 9L 161 €c8 cLe 0cto GCCT T T T T T T T T T morpHosMy
6l 1! 81 001 ¢e 8t ce 681°¢C 8Lt T T T T 5[E101 TSOLNuUnoY DY)
6 - 2 oce 122 8¢ - e8¢ e 88 Tt T T T T T By uneT]

I+ <9 1c 81 tcl 9.1 0c¢e YA RS 668 oo o T RISy
L L1 12 0¢l 0l 8t 0¢ 80’1 9 oo s T BN
0¢ te a1 ¢99 891 qL0L 0ce oL 0co't 0 T1eo ‘sotnunon surdopasqg
gasl 29nl 26l 9961 gl lCanl 961 il 2961 9967 9961 Tunl
Ly D) g mny 61 o1 2 IyDIUA”)
- e [ 410 Suran;vinuuly 410 wzzﬂzwu\::a:‘ 4343(0) TULAr ;D RUDLY

ENPsi) PUY SUDO) ID)IT UL wx;:E.E\‘:zE: v aapys Rt R ER §

( savpjop fo suoypyy’)
SYVIXN LNFOIY ANV 9G/CQp1 OL TVIOL AALLVINAND pSISOdHd YIHI1O ANV ONIMNLOVANNYN 04 SLIAFdD ¢ (J ONV SNVOT ayd1 ‘¥ d18v ],




CHAPTER IV, SOURCES OF FIUINDS AND CAPVEAL ALLOCATION 85

%3.3 hillion in 1960 to S4 billion in 1966, with shcht decline during
1962 and 1963, According to table 38, the average annnal growth rate
for this type of finds was approxmmately 7 per cent as compared with o
4 per cent vate of growth for wotal external s, Among the varions
types of private capital flows, export credits have grown rapidiv at an
average rate of 13,7 per cont per annum tov the time period considered,
Given the short-tevim nature and comparatively ngh cost of snch eredits,
this trend is of particalar significance to manufacturing development,

In general, the tendencey of private divect investiment and foreign ad
to tag behind growing demands tor the Imaneing of capital goods has
Prompted thns growth moexport evedits, Within the contest ol private
capital Tunds, the interests of both developing and developed conutries
i expanding their trade in capttal goods has generated the demand for
additional fiancial mechanisms. These mutual interests his e prompted
a growmg tendeney o cmploy export eredits ol only as a4 means of
promoting exports but also as an mstrument of aid policy. The dis-
advantage s that velatively short maturities may enlarge foreign indebt
cdness, aggravating the already sevious problem of debt-service pay-
ments. When coupled with the trend towards o hardenmg of bilateral
loans, debt-service pavntents may be expected to continue 1o plague the
cllorts of the developing countrices.

Agamst this backgromid of rapdly mereasing total inflows of exter-
nal private capital in the developing comtries, there was a1 noticeable
reduction i the mvestments in manulacturing in those conntrics by some
najor private capital exporters. In a number of cases, suel retrenchment
of foreign private investient m namgdacturimg may be aseribed o
balance of pavients ditficulties i indnstrialized commtries and o the
competition for wnvestient tonds among mdnstrialized vations,

United States private investment i mannbacturing in- developing
conntries for exanple, rose steadils from 1960 10 1965, reaching a peak
i that vear of 5040 million. Substantial declines ocearred m 1966 and
1967, when nvestment amomted 1o S417 million and x364 mithon
respectively s Inothe mid-1960s, United States manufacturing investments
m developing conntries were approxnmately 20 per cent of wtal United
States nnvestments methose countries. Fhe sum syis concentrated m
Latin: American manufacturing, which received more than 70 per cent
of the total.* By seetor, the Targest recipients were chemicals and petro-
chemicals (ISTC 3T 327 and transportation equipment, 4

Some shiggishness was obsery ed in the pace of private manulactnring
nestment in developing conntries by the Unied Kimgdom. The flow
of such funds remained stable, averaging abont S TOG willion per annum

S United States Department ol Commmeree, Surcey of Current Business, Washing-
ton D Clssues of September 1965, September 1966, September 1967 and October
199613

v Ihad,

;e
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during tie 1960—1966 period 57 This amounted to approxiniately 41 per
cent of the United Kingdom's total private investment i developing
countries. With respect to sectoral distribution, U strong concentration
wits evident i food, beverages and tobacco (ISIC 200220 and various
houschold products. Together, these industries claimed almost one-lhalt
of the comntry’s total mvestment m manunfacturing - developing
COuntrics.

The upward vend in private foreign mentulacturme investnwent by
othier indnstiialized nagons compensated i some degree for the sluggnshi-
ness of United States and United Kingdom actvities durmg the 19605,
Japanese private manulacturing v estments - developimg countres are
particularly noteworthy, Between 1959 o 146b, the comlative total
of these imvestments was =T Billion and amounted to 30 per cent of
total Japanese capital expots to developrg countrics, Almost all private
Japanese imvestiments manubicturing were located m Latn Ameriea
and Sonth Fast Asiac 35 per cent and 60 per cent respectively. Food,
textiles, iron and steel were the most important recipient sectors.

DOMESTIC SAVINGS

Available data do not allow any comprehensive survey regarding the
flow of capital funds domestic and foreign) mto manufacturing enter-
prises. A\ sample of fortv-one developing countries, however, mdicates
that « typical medians conntoy featnred total savings amounting to
slightlv more than 1o pa cent ol GDPOwith approxiniately 80 per cent
attributable to domestie savings and 20 per cent o foreign sources,
Despite this comparatively small ignee for foreign funds, such funds may
be expected o be partcularh pertinent to the carly stages of manu-
facturing devclopment, when farge capital outlays, importation of alten
technologies apd the creation of a new industiiad strmetmne ave required.
In volume 1 ot the Iudistiial Development Sweey itis pomted out, on the
basts of a sample swvey of developing countries, that, once private
corporations hecame self-sustaining, their net savings and depreciation
accounted lor one-third o two-thirds of total domeste savings. Corporate
savings wre particulady amportant to nanufactaring hvestments in
developing countries hecause of the absence of organized capital markets
and the weakness of tmancial mstitutions, Household savings, mcluding
savings of unincorporated enterprises, were fonnd to - play only a mimmor
role. the totad contnbution amounting to less than H0 per ceat of depre-
ciation i one-hall the commtries examned. The performanee of govern-
ment savings varied considerablv among nations, but very few Govern-

ST United Kimgdome The Board of “Trade Jownal and Commercial Gazette, London,
19 July 19068,
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ments managed to improve their savings ratios over the period 1960
1966.%* This pattern of avatlability of domestic finance can he exphained
by the fact that, OWINg to increasing pressure on current governmennt
expenditnres in developig countries and their narrow revenue base, a
high proportion of domestic savings must originate in the private scctor,
In additon, owmg to low imcomes, most of the Private savings are
generated mothe business scctor.,

CAPITAL ALLOCATION

From the preceding discussion it is apparent that further develop-
ment in manufacturing will require a continually increasing flow of
capital to be channelled into that sector. External fiunds have served
printarily to supply the impetus for e mportation of advaneed tech-
nologies and updated caurpment and for the creation of new firms, Once
these entities have become sclf-sustaining, they have made vahble
comuributions to the meagre levels of domestic saving. As manufacturing
development progresses, iis very existence will Tead to the avatlability of
resources. Concomitantly, uses of and demands for capital funds in
manutacturing will chimge as industrialization progresses, Ie 1s the
prrpose of this section to examine how sonme portions of the avatlable
funds have been allocated o nmanulacturing development,

Capital formation in manufactring may take one of two forms:
fixed capital or investment in stocks tiventories ) Very little information
is avatlable regarding the latter component, There are tdications,
lowever, that during the carly stages of industrial development many
firms m developing countries rely upon overseas sowrces for v eitory
supplies, and this component mav constitute more thn onc-half of total
manutacturmg capital formation.* With the contintted growth of the
mdnstrial sector and HIPIOvCnents in oy er-all ctheieney, some cconomics
momventory investiment may be achioved. In the dis nssion which
follows no attempt is made to deal with this partcutar topie; the reader
is referred w vohmme 1ol the Indusirial Decelopment Nureey,

The data appearing i table 43 vecard the recent experiences of
selected developing conntries in the allocation of fxed capital among
varions sectors of the cconomy. Investment ratios varied widely for hoth

o See United Nanons, World Economic Suwrrev. 1967 0 nited Nations publicanon.
Sales Noo: BoB OGO,

# See e data on hixed capital and 1otal capital formation i manufacturing
mdustries provided in Uniced Natious, The Process of Industrial Decelopment i Latin America
cUnited Nations publication, Sales No.: b6, 1L.G 4, statistical annes - docurent pre-
pared for the Latin American Symiposium on Industrial Development, Santiago, Chile,
March 1966). and United Nations, Fconomic Survey of Asia and the Far Fav. 1967 (United
Nadons publication, Sales No.: 66.11LF.11.
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] INDUSTRIAL DEVELOPNMENT SUTRVLEY

manufacturing sectors and total fixed capital formation as a pereentage
of GDP. A median value of 16 per cent was fonnd for the proportion of
GDP allocated to total fixed capital formation, with a range of from
10 to 34 per cent: the corresponding figure for manufacturing was also
16 per cent, with a range of between 4 and 47 per cent.

Estimates based upon the data prvsvntr(l in table 43, but expressed
in dollars, suggest several simple relatianships. Fist, a close relation-
ship was found between the level of development aclieved, measured
by per capita GDP, and investment cfforts in developing  conntries.
Estimates basced upon simple linear regression analysis snggest that, for
every dollar ol pe capita GDP, ;l])pmxim;m'}_\' 19 cents were channelled
into fixed capital formation. 7° Sccondly, investigation showed  that
imvestment i agncultire, mining and manufacturing bore a close
relationship to the level of per cafita fixed capital formation. For cvery
investment dollar, 37 cents were allocated among these three sectors;
21 cents were provided for mvestiment i infrastructure. ™!

Apart from the problems of data acenracy and aggregition, these
estimates cannot be expeeted to be representative for more than a very
short period of time. Shilts in nvestment patterns are quite dynamic,
and therefore would have reperenssions npon the sources and magmtudes
of mtire domestic corporate saving. As result, these sources of domestie
finance mav well prove o be as highls volatile as external someees. ™ Tor
example, during 1960 1963, agricultore, minz and manufactaring
claimed an average of 35 per cent of total ived capitad formation, while
infrastructure received 25 per cents o sabsequent veans, the share ol
the former group rose to 38 per cent andd that ot rafastracinre dechned
to 21 per cent of total fixed capital Tormanon Manibacnnmeg mdustines
appear to have been the it beneticiarres ol thas st

A degree of complementarnte and interdependence among the various
sectors af the ceonomy appears to nnderhe recont allo ation pitterns
investnrent resontces, There is some cvidence dhat muvestment inagri-
culture, mining and manufacturing m buve bheen rebated toa broaden-
ing of the infrastracture’s capacity for services developig countries.™

70 Relating gross domestic product 8 n 1967 and 966 wath extimates of fixed
capitaf formation 1 hoth m per capita tevms and doliars, vields the following equation:
r 497 019X The standard ervor of the finction was 7082 and the coefhicient
of correlation cqnal 10 098 In this and followme calanlations. Brinsh {londuras
was omitted.

T Phe regression cquation for per capita hixed capiat formation t X and mvestment
in these three sectors P vielded the Tollowing equation: b U2 0378 Nostan-
dard error of 3.8 and a cocfficient of correlation of 0.96 were catculated, The equation
for mvestment inomtrastencture (1) was b 0.92 - 0218 with a standard crror of
2.6 and a coefhicient ol correlation of 094

72 Phe former may generally be expected 1o exhibit a distinel upward trend;
that is not alwavs true for external finance,

"3 The correlation coctlicient between per capita investment in infrastructure and
per capita invesiment in manulacturing was 0.88.
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Estimates based npon simple lincar vegressions indicate that, for every
ST of investiment i mfrastractre, more than $0.50 was spent on manu-
facturing investment. ™

Some recent fignres on fised capital formation developing coun-
tries are mcelnded i table 4L Tn the small sample of conntries mcluded,
the mannfactring sector required from 0.7 to 2.5 mnits of fixed capital
for cach additonal nni of ontput. I four of the nine conntrics shown,
the mevemental fixed capital-output ratio was close (o or shghtly less
than mnite, indicating the relatively high prodncavity of that invest-
ment. Nooclear pattern of differences between heht and heavy manu-
factmrmg s apparent. Te shonld be borne in mind that these higures do
not reflect total capital requirements, as they excelude imvestiments in
mventorics.

The gas, clectricity, mining and quarryimg mdnstries have generally
recorded much larger fixed capital requirements per i of ontpnt than
has mannfactiring. A comparison ol the ratios for gas and electcin
with mannfactring mdicates that valnes lor (he former sector exceeded
those of the Tatter by marging of 2 to 25 units of fixed capital for one
additional it of ontpnt. Incremental fised capital output ratios in
mining and quarrving were f o 7 units greater than the comresnonding
hewres for manufacturime. These frignres, should, however, he mterpreted
with great caution as they relate to observations over aelatvely short
pertod of tie and cover aetivities whose cestation pertods for investment
are known o be usially onger than in (he manutacturme mdnst,
Accordingly, simphy calealated capttal outpit vatios Jor the aas and
clectrian sector and the nmmme andd Grattvng sector may be expectedd
o be dess indicative of the actial <itoation than thee LHos neomanin-
factaring.

Table 45 shows a detailed breakdown of meremental capital ontpit
ratios for TSTC categories within mannti turing. The highest nnit capital
requiventents previnled in the testiles and printing and  pnbhshing
mdnstries. The clothing and wood indnsties recorded the Towest such
requirements. Commtry 1o conntny variations in these fignres 1w ere Fargest
for textiles  ISTC 237, foilowed by Teather (ISIC 295, and primting and
publishing < IS1C 281 T'he range o valies was smallest for chemicals
and petroleam ISIC 312321,

" Calculations concerning the relation between per capita investment in infrastruc-
lure (X') and per capita investment in manufacturing (1) yielded the followin equation:
b 148 + 0.56 X. The standard error was 2.52 and the correlation coefficient (.86,




Chapter 17

REGIONAL INDUSTRIAL CO-OPERATION

NATURE AND POTENTIAL OF REGION AL CO-OPERANTION
IN THE FIELD OF INDUSTRINLIZNTTION

Regional co-operation may be defined as all types o joint and co-
ordinated action in the cconomic feld taken by countries of the same
region to pool their resonrces and secure o better allocation of those
resources in order to achieve a faster and self-sustained rate of develop-
ment. thatis, cssentially, a more efficient structure of producticn accom-
panicd by higher levels of per capta meonie. Constrned in this fashion,
the concept of regional co-operation encompasses a much broader range
of activitics than the well-known trading arangements and other formal
schemes ol mtegration,

From the point of view of industrial development, the most important
argument in favonr of regtonal co-operation s perhaps the neced to
enlarge markets for manifacturing goods i order o take advantage of
potential cconomies ol scale. In 1965, for example, as ~videnced by
table 46, onhv nine developing conntries had a GDP exceeding 85 nlhon,
while more than bty such conntries had o GDP amder 82 bithon. More-
over, the eflective size ol therr national markets for mannfactures s
further restricted by “internal cconomice: houndaries™ ™ such s high
transport costs, uncqual distribution of income and hackwardness of the
agricnltural sector and certain regions. On the production side, modern
technology horrowed from developed commtries tends to require a large
minimum scale of production for efficient operation of a large number
of industries, including many ol the more dyvnamic ones.™ Since the

W LCLAD Nots on Indusirial Development Steategy in Latin Nmeriea, 1967
(Y CONE VB33 pp. 10w 12,

" For evidence on the assoctnon between cconones of scale, imer-industry
effects, income clasticny of output and 1echnological dynamism i certam branches of
industry, sce Uinned Nations Cemre for Industrial Developmen, Criteria for the Devel-
n\pln}vll)t of Manutacturing Industries in Developing Countries, 1966 (E/C.5/111 and
Add, 1
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RE IO

Disrrisurion or
GDDP, 196570

DEVELOPING

( Dollurs )

COUNTRIES AND

INDUSTRIAL CO-OPLRATTON

REGIONAL

a9

GROUPINGS BY

Over 5 bilhon

Argentina
Brazil
India
Indonesia
Ivan
Mexico
Pakistan
Philippines
\Venczuela

DS bl

Algeria
Chile

China Taman)

Colombia

lraq

Korca, Rep. of

Kuwait

Malaysia,
Fed. of

Morocco

Nigeria

Peru

Saudi Arabia

Thailand

United Arab
Republic

Regional groupingsd

Andean Group CACM

AEU
ASEAN
ASPAC
LAFTA
PCCM
RCD
WALEC

FACM
UDEAO

I 2 bdlion

Afghanistan
Burma
Ceylon
Congo, Dem,
Rep.
Lthiopta
Ghana
Gualemala
Libya
Uruguay
Sudan
Viet-Nam,
Rep.of

CARIFTA
UDEAC

0.5 1 bathon

Bolivia
Cambodia
Cameroon
Costa Rica

Dominican Rep.

Ecuador
El Salvador
Ivory Coast

Jamaica

Kenya
Lebanon
Madagascar
Nepal
Nicaragua
Rhodesia
Panama
Sencgal
Singapore
Syria
Tanzania
Frinidad and
Tobago
Tunista
Uganda
Zambia

tnder 0.5 billion

Barbados
Burundi
Central MricanRep.,
Chad

Congo (Braz.)
Daliomey
Gabon
Gambia
Guinea
Guyana

Haiti
Honduras

Jordan

Laos

Liberia
Malawi
Mah
Mauritania
Mauritius
Niger
Paraguay
Rwanda
Somalia
Sierra Leone
Togo

Upper Volta
Yemen

Source: UNIDQO), based on Uluited Nations,
/467 United Nations publication, Sales No. :

* GDP calculated at 1960 dollar at constant Tactor cost, €

betical order within cach colurag,

b Andean Gronp: Baolivia, Chile, Colombia,
K, Moroeco, Svria, Fited Arab Republic
Indonesia, Malaysia, Philippine., Sintapore,

Republic of Korea, Laos, Malay sia, New Zealand, Philippines,

NMincacan Connaon Marker Costa Rica, Ll Salvador, (
Iade Association

Fiee

oper Vinlray,

CUD A

Thatlund, s ASPAC
Thaland, Rey
satermaly, Honduras, Nearagig
Antigi, Barbados, G, Famaca, Trinslad and
Common Market cKenva, Tanszania, Vieandar: LAFTA Lats
Bohvia, Brazil Chile, Colombia, Fonador, Moo,
Consultative Commitier of the Macheely Conmntries
ation far Develaprient (han, Pakistan, Tackey
Miican Republic, Chad, Congo | Brazzavile], Gabon
Caast, Mal, Maurndama, Nieer, Sencaal. Upper Nadta' ) WALG MW
Coarnbia, Glana, Gonea, Tvory Coast. | whevi, Mal, Manrnana,

S UBDE A

Mnericas Ler

Wt

]“l).l\’l".
Lol
Parawnay, Pooa, Uraguoas, Voo raeta,
Murnia, Fibva Moracco, Toinsia

Yearbook of National Accounts Statistics and World Fconomic Survey,
E.68.11.C. 1), part two, table 47,

~

ountries and regional groupings arranged by alpha-

Fewador, Pera: AU Avah Lionomic Uity i lrag, Jordan,
» Yemenjn ASECAN: Association of South I ast Astan Nations
Astan and Pacthe Conneil - Anstralia, Japan,
e of Nret-Nans

,UACNM . Central
CCARIETA Y Cinibbean
EACM . Fast Abrican

Vewoonttion S \rgentina,
OO Permanent

RO Regional Ceo-oper-
Fauatariad Atvican Cuastorns Union < ame,oon, Central
Ve dantoms e lahomey, Ivory
Mivcan Foonomne Coramunity t1rahomey,
Niger, Nuwena, Senegal, Siena Leone, Togu,
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enlargement of the market of the developing countries throngh exports
of manufactures to both developed and other developing  countries
remais difhenlt owing o trade restrictions as well as production and
marketng weakness, regiomal co-operation offers anattvactive oppor-
ity for mdustiial deyvelopmena.

The convennonal approach o mdustoal vegional co-operation
among developine conmtries has cented around the hberalization of
trade, ollowing such examples as that of the Faropean Conmmon MNarket.
This was supposcd o lead o ercater eficienoy throngh the reallocation
ol trade and incrcased specialization and compennon, as owell as to
provide o wider market i owhich cconomies of scale could he vealized.

The experience of developing countries withe this approach so far
has not been very rewardine. Not onlv has the trade e nanu et es
of developimg commuies heen teadhinonatly siall, bt their pattern ol
mannfactinime production is Laeelv compennve ding the nnal stages
of mdustrrahizanon, In these circmmstanes, opportunites fov the e
allocaton of vade and specialization have beea vather limited. In
addition, nnder the conditious of <carcin of capital, cutreprencurial
Glents and managerial skills, as well as of the lneh visk and une criamty
prevadling o the developing veeions. the mere frecing of trad: has not
led to the vealization of potential gains Trom Livec aanket foi mdnstrial
coods. i thermore, co-operation has been bampor e by the Large degree
ol external dependence of developime countvies n-a-cn industrialized
nations, mclhiding their Perticrpation i arions preferental aorecments
and membershup i dilfovent monetary zones,

Another mportant tactor wlich has heen parthy vesponsible for the
Fick ol siecess o the uovditional approach to nudnstrial co-operation has
been the considerable ditferonees among developimg conmtines of the
same region e fevels of indnstoalization and commpetitine position. These
nnbalances have led o an excessive concentration of the gaans from
mdustrial co-opecation in the relaoy ey more developed conmtries of 3
region, theveby tireatening the very hasis of co-operaton,

TCwould appear that, if regional co-operation is o have a greater
mipact on andustrial development, & more aciy e policy of promotion
and distribution of diesin muost e ciphasized e the regional level,
This policy shonld cncompass not only measures m the field of trade bu
also the identhcation, selection and evalnation of projects ol regional
interest. \lso 1o he stressed s the poohing of regional iimancial resourees,
Jome eflovts o promote fovcion inyestarent. e e ol labour aud
managerial personnel as o well o (e devising of appropriae nuarkcuug
arrangenents o ensie the siceesstul nnplenentanon of these Projects,
Attention should akso be Pad o opportmites for Co-0peration in the
apphication of udisniai techimoloey

lica t ! Voo broader Tevel, o close co-
ordirrion of indnswial prograniee

. , and policies should e ensured.
Furthermore, as e maplementation of redional cooperation at the
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micro-level rehies, 1o g large extent, upon decisions of private business
{irms, an adequate structnre of tdneements and incentives should be
provided in the privite sector,

CURRENT INDUSTRIAL CO-OPERATTON FIFORTS IN
DEVELOPING REGIONS

Action of international institution,

Although the better known schemes of co-operation and integration
such as common markets, cnstoms wons  and scetoral integrations
usually occupy i focal position in any discnssion of regional co-operation
the extensive activities catalvtic role of internationl Orgamzations
in that ficld should not be overlooked, These organizations have Imitiated
action to promote ary help establish Co-operation agreements hetweer
developing comntries, and have granged techimical assistance as well s
financial SUPport to varions regional projects. Ainong sieh organizations
are the various members of the United Nutions Fmily i especially,
among the latter, the regiornial ceconomie commissions, which liave heen
instrumentd in the formation of sever, | regional grouping. Oy (he
linancial side, TBR1) ard espectally several regronal fingmeiald IMSUtONS
such as the Inter-American Development Bank. e Cenval American
Bank tor Economie Integration, the Asian l)v\’rlnpmvm Bank aud the
African Development Bank have len hoancial and technieal support 1o
industrial Co-Operition projects.

Regional grouping,

Africa

The African continent is characterized by a Large degree of political
and economic fragmentation. Six conniries of the region have o popula-
ton of less than 1 million mhabitants and another twenty countries less
than 5 mullion, Ag an mdication of die roral purchasing power of the
region, the wwtal GDP of e developing conntries in Africa amonmnted
to 3 43.8 billion in 196677 [ i obvions that for wiost of 1he commes of
the arca industrialization tmnot proceed w any signibcant extent within
the Timits of wational boundarics,

Besides the small size of tational wnits, the African region s also
characterized from the pomt of view of industrial co-operation by the
refatively high concentration ot imdustrial developmentin i few countries
one or two within cach subregion, Fhis sitnation reflects mdustrial im-
balances within (he region rather than high degree of development

T As estimated i ECA, A Survey of Feonomie Condivtons in Afriea, 1967
(RGN /409y
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and has strong implications for industral Co-0peration l)('r‘uusv ol the
tendeney of the benetits derived from co-operation to be polarized around
the more mdustiialized patners, T addition, mdustrial ('()-n])('r;tti(m‘in
Africn is influeneed by the high concentanon ol trade among countries
which heloneed o the same potitical grouping belore independence™
and the membership of several conntries of the region 1 diflerent mornc-
tary zones and preferential systems i regard ta developed conntnies.

I Woest Miica, several mectings were held ne 1967 and 1968 among
representatives of fourteen imdependent conntries ill('ll{(]<~<l m the sub-
region delincated by ECA and it was agreed i principle o set ip a
conmmon market  the Wist African Feononnie Community (WAEC) 7
Through the progressive elimination of trade barriers, WALECG would
constitiite o mark:t for mdustrial goods representing a population of
some 955 million with a combined GDP ol 8 10,1 bithon. Trade ol all
commoditics imong member conntries amounts to only 2.7 per cent ol
total trade In addition, the draft aeaty provides for the co-ordmated
development of induostry,

The West African Customs Unmon UDEAQO) S estabhished i 1959
and comprising seven countries - Dahomey, Ivory Coast, Mali, Mauri-
tania, Niger, Sencgal and Upper Voltal, was rencgotiated in 1966 after
mitial plans for a completehy mtegrated market arca had run into
dif ficubties related to industrial imbalances and customs revenses sharing.
The new treaty, which provides, among other things, tor @ common
external tarfl, was suppleniented by bilateral agreements on the ex-
change af donrestically. produced mannfactures, UDEAO includes a
population of 228 million with a combined GDP of 5 3.9 billion, Other
regional ca-operation dtempts i West Afriea which velate only indirectly
to mdustry are those represented by the Consell de 'Entente, ereated
i 1959, groeping Dahomev, Ivory Coast, Niger. Togo and Upper
Volta: the jomt development agreements between Gambia and Senegal ;
and the integrated multipurpose development of the Senegal River basin
mnder the Orgamization of Senegal River States, comprising Guinea,
Mah, Mauntania and Senegal.

was held m 1967 which cndorsed the principle of co-operation, although

o Aean countvies belonging o the Corvmonwealth carry out approximately
80 per cent ol then mu-AMican rade among themselves and simitar high ratios
obram tor 1he fonmer French terrories.

i \\‘\lyﬂ(l mcaudes Dahomey, Gambia, Ghana, Guinea, Ivory Coast, Liberia,
Mabh, Mauritwis, Niger, Nigernn, Senegal, Sierra Leone, Togo and Upper Volta,

oo Populaton. 6,HP and trade higares refer o 1he Tate 1960s. See United Nations,
World Eeonomue Socev, 1907 Unived Nations publicanon, Sales No.: E.68.11.C.1DY,
Pl Two, Lable 47,

“U U ien doiaraére des Prate & A rigue occidentale

oo Pichades Bmuu(h. Canieroon, Ceonral African Republic, Chad, Congo (Brazza-

ville | Detnocratic Republic of Congo, Gabon and Rwanda.,
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no practical action has been taken to date to link the Democratie Republic
of the Congo, Rwanda and Buinndi o the Equatorial Afvicain Custons
U 'nion UDEANCH* established e 1964 and composed of Cameroon,
the Central African Repnblic, Chad, ( ongo Brazzaville and Giabon.
The neemibersof UDEAC crrently vepresent a population of 115 nnllion,
with a1 GDP of S 1.2 billion. ™ Intra-zonal trade, whicl, amounted to
close to 6 per cent of all tade in 1966.% has @ large content of g limited
range of simple manvtactres. One of the pPrimary objectives of the union
1s the harmonization of industrial development pohctes: o it cilect,
a Jomt mduostrialization programme was schedoled to bhe drawn up 1
1968, The UDEAC treat provides for advance cousultation anong
members on the establishment of regronad imduastres, Co-operation i the
regional gronping to which it snccecds  the Equatorial Custonys Uhiton, #®
established e 1959 had suflered from the CNCOSSIVe concentration of
mdustrial activity in one of the member countries, which started oft
with a strong locational advimtage. Another featire of the treaty s the
taxe unigue, whicl is levied at the factory exit and vedistribned accordmg
to the share of products consimed by cach country.

In the Northh African subregion,®™ Aldgeria, Libva, Morocco and
Tunisia, with a combined population of 31.2 million and a4 combined
GDP of § 6.8 billion,® created in 1961 4 JOIIU co-operation institirtion -
the: Permanent Consultative Committee of the Maghreh Countries.
Among the institntion's objectives s the co-ordimation of ndustrial
programmes and pohcies; it is assisted m that arca by a Ceutie for In-
dustrial Studies.® In 1966, the four Maglhreh comntries agreed o
explore jointly with the Sudan and the Unite | Arab Republie the pos-
sibility of cnlarging the co-operation scheme to inclnde all six conntrics
of the subregion.,

In the East African subregion,® the Governments of Kenva, Tan-
zania and Uganda arc currently engaged in efforts to rescue and bolster
one of the better known examples of industrial co-operation in Africa,
the East African Common Market (EACM ) which will be examined
m more detail in the next section, Suceessful co-operation within FACM

83 Union douanicére des Faats d"Afrique équatoriade. UDEACS membership has
temporarily varied in recent years.

8 United Nations, World Feonomic Swvey, 1967 {(United Nanons publicanon,
Sales No.: E.68.11.C.. 11, part wtwo, table 47,

85 Ihid.

* Included UDF AC’s miembers except for Chiimeroon,

*7 Defined by ECoy o clude Algeria, Libya, Moroceo, Sudan, Tunisia and 1l
United Araly Republic,

8% See United Nations, World Feonomie Survey, 1967 (Untted Nations publication,
Sales No.: F.68.1.C.1}, part two, table 47,

** The Centre is supported by 4 UNDP project. UNIDO s the executing and
participating agency.

¥ Defined by ECA 10 include Ethiopia, Kenya, Madagascar, Malawi, Mauritius,
Somalia, Tanzania, Uganda and Zambia,

3}
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had been jeopardized by discontent brought about by the uneven distri-
bution of imdustiial eains e favonr of one of the menther countries, At
the subregional tevel, the nine comntries involved including those of
FEACM. e considering the lormanon of o wider East Mrcan com-
munity that wonld provide greater andmstial - development opportu-
Hes,

In addition to the groupnes mentoned above, there s the Orga-
nissttion Commune Mcane of Malgache OCAN 2 comprising most of
the French-speakme Afrcan States, which deals partly with: matters of
cconomic co-aperation. Inothe held of imdustiy . the OCANM countries
have vecenthy aeieed o farm o common sugar market.

,I\m’

In West Asia, by vintoe of o convenrtion adopted me 1957 and signed
in 1963, raq, Jordan, Kowat, Morocco, Svitaand Yemen, jomed by
two countiies from oatside the subregion, mamely, the United Arab
Republic and Libva created the Avab Leonomie Unity Council IAEUC),
which Jron 1bes tor the co-ordhmaton of ccononue ])(llit‘il‘s‘ and the hberal-
ization of trade, ARUC encomyasses o market area of 00,6 mithon
consuners with a combimed GDP ot 5 997 hilhion. ¥ Intra-trade amounts
to 10 per cent of alb trade on the averages but varies widely from country
toconnty " o 1963, the members of ARUC agreed to form an integrated
Arab Common Market to be achieved gradinaliv over a ten-year pertod.
! been reduced by approximately 20
per cent on pracucadlo all manatactures. while quantitative restrictions
have hean abolished arothe same pereentage of these goods. * ITn addition,
follominge a sores of Fonteral neconations, the way has been eleared for

centle By v o eir oty
BEREH asein i Gh et

the harmonmzanon o mdostrial plans and pohicies among most of” the
member conntnes, At a nrectme m 1967, AREUC decided to Tower tantls
on mdustal coods by 40 per cent and recommended the implementation
of meastres o promote the free movement of labonr. At the sectoral
Fevel, the possibihity o jomt sabregional manufacturing projects, such
as steel and paper mulls and petrochemicat plants, is being considered.
Kuwatt would assome an acive pole e the fimancing of some of these
indertakines.

In South and East Astay very few sertons attempts at mdustrial co-
operation ad Heen made before the 1960s, The subregions feature great

wl

Fochudes Camaroon, Central Mrcan Repubhie, Chiad, Congo (Brazzavilley,
Democrane Republic of Conea, Dahomey, Gabon, lvory Cloast, Madagascar, Niger,
Ruvanda, Senceal, Tose and Upper Vol

ORauhicd Beoas ot the sever signatories i 1903 aed 1965,

AL

Coveed N ibald  Foosonie: Swaey, 1967 1 United Nations publication,
Sales Nocs BB D ot o, 1able 17,

SV UNCUEND Dande Pxpanson and - Feonomic Integration among Developing Countries
LUimted Navons pubbcanon, Sales Noc 67111205, p. 18,

o hid,
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cultural and political diversity as well as a high proportion of Lirge count-
ries. A Large number of regional plans, dgrecments and oreanizations
have emcevged inovecent sears from the e reasing cHorts of” Soud and
Fast Asian countiies towards mdustetal co-opetation Hitegration.

The most successtul example of Costperation fov st (I:‘\('lnl)-
ment i the arca to date has been the Kegional Co-operation for Devel-
opment  RCD; aovecient, entered o by Tran, Pakistan and Purkey
m 1963, RC:D Comprses aregional Plannimg connail that reviews devel-
opment plans and potentialities of the groupimg and niakes recommniend-
Aons for ot mdusteial Profects and long-ter vegional purchase
agrecments. Notable progress has heen nade ne the beld of pronmotion
and jomt financimg of Lirgc-seale industiies serving the regional ke, 96
The RCD comntries niake tp a market of 158.6 mitlion prople, with o
total GDP of 225 hillion.

The Assoctation of Sontl Fastern Asiun Natious ASEAN) 15
revival of the Association of Scath Fast Asia - ASAY initiaced in 1961
by Malayvsia, the Philippines and Thailand for e purpose, amaong
others, of promoting joint cconontic and mdustrial development, ASA
remanied dormant Largely onacconnt of political dillvrences, Iy addition
to the three above-mantioned countries, ASEAN dncludes Indonesia
and Singapore; it las w combined population of 178.9 million, with 4
GDP of 22.8 billion. " "The statutes of the organization give cmphasts
o the formation of o frec-trade zone o the implementadion of Jomi
projects, especially in the aree of infrastricture, However, sinee the tra-
ditional export sectors of the ASEAN ceonomies are Lugelv competitive
(tn, robber, rice and timber), andustiial co-aperation and joint devel-
opment of the manufacturing scetor seem 1o ofler the most attractive
prospects i the long run as a4 source of regional henefits,

Another co-operation experiment taking shape e South and Fast
Astaand deserving wmention is the Astan and Pacific Couneil CASPACGH,
a mixed” subregional grouping lounded in 1966 and ASSOCatE Sty
developing nations (the Republic of Korea, Laos, Madaysia, Philippines,
the Republic of South VieeNam and Thailaod with three developed
ones Australia, Japan and New Zealand), Although ASPAC cinerged
clearly out of political cirenmstances, its cmphasis seems (0 have heey
slowhy shifting to cconomie co-opevation. Tt is open 1o other Soutls
Fast Astan countries and could cventually utihze its Loge niarket, abun-
dant natural resources, capital and skills for joint mdustrial development,
Given the imbalanees prevatlme e the croupime, however, the Prospects

Yo Jomnt industrial progects approved  for muplementaton mclade alimmnanm,
carbon black and bank-note pPaper mamatacturiog, Under considetation are iron and
steel, machine-1ools and clectrones,

U7 United “ations, Wld Fionomic Sureey, 1967 (United Navions publication,
Sales Nov: o811, by part two, lable 17,

¥ 1hid.

H.
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for successfud industrial co-operation will be nucertam nnless active poli-
cies are adopted to ensure an cquitable distribution oF mdustrial henelits, 9

Latin America

In the Latn American region, ctlorts towavds maustrial co-operation
and integration contimued to be made o both the Central American
Common Maket - CACN  and the Faun American Free Trade Assocr-
ation LA TA L to which most of the conntries of the region bhelong,
Recent developments i both groupimgs will be veviewed e the next
section,

To achieve closer co operation hetween CACM and LAFTA, o
co-ovdinating committec set np by nrerabers ol both organizations met
w1968 o examime and promote the convergence of thenr mtegration
objectives and actnvities, Possible subregional agreements between CACNM
and LAFTAD the opening of industial complementary agreenuents to
all Latin American countnes, the establishment of a conmon preferential
tartfl and e freezing of the vatus quo with respect to mmport restrictions
were among the tems dhiscussed of relevance o mdustrial co-operation. o0

A sub-groupmg of LAFTA the Andean Group was created in
1966 by Bobivie, Chile, Colombia, Eonador and Peru, The subregion
has a population ot 571 mithon and o cotabied GDP of 222 bhilliou. ™™
Its intra-trade has been mercasing several times faster than that of
LAFTN v aowhole: The Andoan Group aims at tostermg its imdustriaki-
zation trough doser mtegraton and mdustrial complementants agree-
ments. Such agreement- weve concluded e 1967 and 1968 by various
member countries covenmy the petrochemueal, metal, mechamcal and
automotive scotors Tncldimmons the group has established o jomt devel-
opment corporcaon and taken steps o0 co-ordmate mdustrial pro-
granmes and pohaes ! The Andean scheme represents an mtevesting
attempt to forestall the excessive poalarizanon of the gains From industrial

co-operation e AP TN dround the two Largest and more industriahized
member counties

B the Canbhean subregion, anagreement was signed i 1968 Iy
Amigna, Babados, Gy Jamancacand Prnidad and Tohago creating
the Canthbean Tree Trade Area CARTFTA L desiened to Tead eveutu-
Aly o conpliee coomonne mtegranon. A Carthbean Development
Bank has also heen ostabhished o finance and Promote joint projects.

N ost ot the mrarade of the gronpe, which s relanvely hieh s accounted
tor by Japanew smpors b s manenials and cxports of mannifacures.

O ben furthey chovads see Banco de Nosien, Commerc Fxterior, vol. 14, No. 10,
Ocrober 1968

' “”' l Hl\lk! ,\\.H!nh‘» “ rl/u: I'mt”viih’“ \v,‘(r,()‘ ,‘”“». ,,(.“i“»(l \d‘;l”“ll\‘ ;)ll‘)'i(‘}ili()l\.
Sakes N B ol o part two, tahle 47

1o}

For tunther doonds s Bance de Mexico, Commeran Fxterior, vol. 14, No. 10,
Oxctober 1908
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Previous attempts at co-operation in the area have been unsuccessful.
Even CARIFTA groups only five small nations with total population
of about 4 million and @ combined GDP of 8 2 billion, ' ynq none of
the Targer countries of the area i a participant. Industrial co-operation
15, however, essential to the subregion sinee g s composed of heavily

populated small islands with narrow mirkets and resonree bases.

A REVIEW OF THREE CURRENT INTEGRATION SCHEMES

The kast African Gommon Marker

The East African Common Market "EACM) has been i operation
since 1967, when Kenya, Tanganyika®r yy Uganda were organized
into a single customs arca. At the time of independence, in the carly
1960s, the three countries enjoyed complete freedom of capital and
labour movepients, mternal {ree trade, a unified external tarift, a single
curreneyand a vast regional infrastructure, as well asavariety of common
administrative services. EACM currently has :: population of 293 mitlion
accounting for a GDP of § 2.1 billion. Per capitaincome is noder § 100, but
has increased noticeably in the 1909, as can be seen irom table 47,

From the point of view ()fin(lustrializatinn, three salient facts have
characterized the nerformance of EACM in recent vears: a substantial
growth of manufacturing output accompanied by a rapid expansion of
intra-tracde in manufactures; the absenee of significant structural changes;
and the aggravation of industrial imbalances among the three member
countries,

Cirowth

r

Fable 47 indicates that from 1960 (o 1966 manufacturing output
frew at average annual rates of 6 per cent in Kenya, 7.5 per cent in
Uganda and i1.9 per centin Tanzania, that is, almost twice the rates of
mcrease of GDP in Kenya and Uganda and three times those in Fan-
zaniia. Production stagnated in Kenya and Uganda from 1960 to 1962
and advanced rapidly afterwards, while progressmg more evenly in
Tanzania throughout the period,1os

‘these clanges in manufacturing outpat were closely associated
with movements in imvestment and trade, Table 47 shows that, from
1960 to 1966, the share of gross mvestment in GDP declined from 18 to

"% United Nations, Y earbook of Natwnal Accounts Statistics, 1967 (Uniued Naticns
publication, Sales No, : F.6OXVILG, and Statisti.al Yearbook, 1967 (Umted Nations
publication, Sales No. : E/F68.XVIIL1).

Y Zanzibor merged with Tanganyika in 1964 10 form the United Republic of
Tanzania.

18 See 7. Dobrska-Woydt, Curren Pattern of Fnvestment in Manufacturing in
East Africa, 1968 (consultant paper prepared for UNIDO).
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13 per cent in Kenviae An examination of a longer time span, however,
would reveal ;) sharp recession i he FACM of gross domestie capital
formation in the carly 1960 from 1ts mud- 1950 high level,
regained onlv i 1967 108 VWi, VESPeCU 1O I eStment i i
all three conmntries achies o SOIe progtess e the (Y |

\\hlq h Wols
o tinimy,

s cstimated
that the share of manuta Hmg s estent i toral fiaed capital for

anon rose (o approximately 16 per cont i Ken and 20 per ceng
Tanzania over the pertod TG0 1967 with the pertormance of U eand,.
on the basis of Tragmentan evedence, bemg close (o 1l of Kooy e
Total intra-area trade mereased from S 10 mithon m 95 1o 8 oy
million in 1965, while intra-trade Mt ctures 1ose fron some Ny -
hon to 62 million. 1o |y P00, however this remarkable expanaony
ground to a halt as total imtra-are, tade dechned and the ady e, i
Intra-arca trade in manufactiring slowed down - see table 48 0 Moo
than one-halt of (ol mra-EACN gade i the M- 19605 was accounted
for by mannfiactnres, cspecially Bielit <onsmmer goods, of which Kema
produced and exported 2 Favge share ‘see table 18 and footnore 105

The recent wends in manlactrimge producction, nestnent and
trade outlined above appear to be honked to two nderhome factors The
situation of nneertainty prevating in the wake of mdependence iongln
about the 1960 1963 recession, characterized Iy sharp decline
manufactnring production anl mvestment. Returin o normah. crtailed
arecoveryan induogstrinl activity finther enhanced Iy he mmplementation
of a few big projects 199 I addition, manufactnring OUPIE e e ased
rapidly in Tanzania and Uganda, as they established or expanded imarker-
oriented indnstries competing with imports from Kenva, These effors o
rednee mdustrial imbalances, often mplemented throngh 1rade restrn-
ttons, were fargely responsible for the reversal of (he trend e ointra-

FACM trade.

Changes in structure

“

The progress accomplished by the EACM conntries in manufactur-
g production, investment and mtra-trade does not appear ta have
cntatled any significant struetural changes in their cconomies, Table 47
shows that, over the 1960 —1966 period, the share of manufacturing in
GDP rose moderately in Kenya and Uganda and slightly more in

8 thad
Y Ihad.

% Trade n manufachures refers 10 SETC O 8, Had the manufacturing content

AUSHTCO | dfaod, beverages and tobac o been incladed, nimatacturmg tade would
have shown substannally higher figures The data for 1954 arve 1aken from UNC'TAD,
Irade Expansion and  Economie Integration amony Deceloping Countricy (U nined Nattous
Pablicanon, Sales No 67 L.h2o,

toy
Y

M orebinery, sugar factory and textile wills in Kenvas steel and testile mills
m Uganda; 1exiile mills and. morc recently, ol retinery and cement plant i Fanzania
see /. Dobrska-Woydt, op. cit.:,
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Tanzania. Onlv in the Laer vear, however, did it reach 11 pPer cent in
Kenva and one-half tho amount mm Tanzania, Stikoly, the share of
manuvfacturing investment in gross domestic caprtal formation remains
low although, as mentioned carlier, advances i thy ficld have
substantial. Industrialization in EACM Ao appears o have had only
a neghgible effect on the volume structure of emplovineng e

been

With respect o the internal compaesition of he manufactring
sector, comparisons of data available fior Kenva for 1957 ang 1965 isee
table 49) reveal aeertain stability, exceptfor the relative decline of certain
carly industries associated with CONStruCHon activities wood products
and non-metallic ninerals ) ad a rise m basic metals and metal prodncts,

Tavie 49 Srrictery OF THE MANUFACTURING SECTOR IN 111 EACN cotNrrins

( Percentage distribution of calue added )

ISHC In-dusiny hema Lo s U eandu
1vs7 I ], It
20 22  Food, beverages and 1obacco 378 36.0 114 329
2324 Textiles and wearing apparel .4 0.6 223 37.0
2528 Wood, furniture,
paper and publishing . . 7.4 .0 2.8 8.9
31 -32  Chemicals and
petroleum products . 9.8 14.7 2.7 R
33 Non-metallic minerals ., . 10.0 H.) D1 1.1
3438 Basic metals and
metal products . . L 183 241 2201 11.9
3039 Owhers . 23 L5 0.6 2.8
23 Total manufae turing . . . 1000 100.0 100.0 10,0

Sourve - LINTIO), Basedd on United Nations, The Growth of Winld Industry, 1952 Jas 1o Natumal Tabley 1 nited
Naqons publivation, Sales No, W7 XVILI0 and national stanhstics,

categortes which inclnde o high proportion of repair activities. For
FACM as a whole, an mtercountry comparison of the structure of
manufacturing i 1965 for Kenya and Tanzania and 1964 for Uganda
shows broad similarities, as is evidenced by table 19, In all three countries
the prominent role is plaved by the food, beverages and tobacco mdnsury,
reflecting export crop processing in Tanzania and Ugauda and the deyel-
opment of the grain milling, clriry and cattle industry in Kenvas New
in order of imiportance come the basic metal and metal products indus-
tries, whose significance for development and structural change are
deceptive because of the Importance of repair activities cospectalhy in
Kenvay and ore processiig  copper smeliing in Uganda. Chemicals
are relatively strong in Kenva oil refinery and soda ash, The slow share
of non-metallic minerals mdustries i Tanzania and Ueanda, and of

0 See 7. Dobrska-W oydt, ap. cit.
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textiles in Kenva was dne to the absence il recently of cement and
textile industries in those two countries. Although there 1s evidence of
industrial diversitication in EACM, its extent has been rather hmited.

Inchustvial 1inhalan

Dire 1o locational advantages, Kenva emoyed an early start over its
neighbonrs i ndostrianization. Becanse of - polanzation effects and
external ccononnes, 1t attracted most ol the imdustries serving the EAGM
market, even light market-orrented mamnfiactires, Te has been esumated,
for example, that in the carly 19605, Tauzama and Uganda accounted
for some 29 per cent of the over-all sales of Kenva's mannfactures, this

Tamire O Foast Arrteany Covaton NAVRRET AVERAGE ANNEATL RECIPROC AL {RADF
BAL ANCES BY COMMODITY Grotps, U604 19667

{ Milhons of dollars )

Conopadity praup and AV N X W

Mamly manufactures Monly primary producis Lotal trader
[V { /A [/}
Kenya . . . . . . .. 290 6.9 46.7
Tanzanwad . . . . 19.0 1.7 0.1
Uganda . . . . . . . 109 52 15.8

Sowrce: UNTDO, based upon Unnted Navos, dearbook of International Trade Satsities, 1966 1T ned Nations
pubboation, Sales Noo 6NV

7 Both nnporecand exporte e o i
BoConv oo bt 8] .
o lncnde s SELO 9 fanses Hane Sttt

o Vormer Fansaoyika oo

dependence bene mach Tngher for mdvidinal mdustries. '™t One of the
corolfaries of this hieh tovmtonal concentiation of production was o
strong disequilibrom me itra-zonal ade Tnothe period 1961 1966,
total mdustnal exports SEHO 5 8 from Kemva 1o Tanzania and
Uganda wereaespectively two and thaee tnmes greater than correspondd-
g imports from those conmtnes 3 he o phenamenon s portraved
by table 500 which tudhicates aosizeable vplos oo accomit of both otal
and manafacturme ma-teade Lo o Koo

Whether o not these macquadimnecweore osvcliane s the resalt of tanit
preferences enpoved bv Keta swithin 1 ACA the Toss of opportunities
to establish viable Tocal mdastes and tport heaper extra-EACM
manfactires s aelevant consedoranons for Tanzanta and L panda
with vespect o the distnbnton of cams foom mrceranon Awaremess of
this probleny fed the Raisimoan Conmrsion i 191 10 recommend  a

A

" 1
2o HE per cent for vexnbos ciothing, cement, paprr and meral products;
over o per crnt tor robacon, tootsear o soap see /o Dobrska-Woydt, op. ot .
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redisiribution of revenie through a common fiscal pool 2 In 1964, (he
Kampala Agreement provided varions compensatory andustrial isri-
bution policies. Failnre 1o mmplement them bronght about 4 sel-suf-
hetency drive by the EACA] COUNTIES accompuaied by the vansing of
quotas on mtra-trade and the tevmnatton o e COMMION Curency
agreements, '
The Frean for East African Co-operation, which came miro eftect
i 1967, constitutes an AUCMPt o preserve aomeasure of mdustiral co-
op ration m KEACN. T'he teaty prolnbits gootas on itraszon .l trade
but allows 4 dethicit conntm foampose 4 Crransfer fay” not exceeding
30 per cent of the conmmon exterual tantt on speathe vmpor's from g
' partner country, provided that it intends (o estabhsh such an mport-
replacing industry within o short period of tine, Fiseal redhistribution
i1s due to be phased out and no provision made for the allo ation of 1ew
industries, but an Fast African Development Bank has been created
with the purpose of promotme and influencing the focation of Large-se ale
industries. In addition, a common EACM secvetariat has been et Hp
Arusha, while (e headquarters of varions COIMIMON SCIVTCeS 1o dhispersed
among member countries.

Thus it would appear that close industrial mtegration i EACM has
been redneed 1o preferential oadig Arrangements. Fhat the existing
mdustrial imbalances cabied for ran adjustments is evident, espectally
in the arca of light market-onented manntactares, he absence of pro-
visions and institutional machiveny for the joimnt promotion and distri-
bution of new industries is. however, regrettable ' B conld well ental
the loss of some of the major potential bhenehits of mtegiation,

The Centval Ameriean Common Market

The Central American Common Murket (CACM, groups five
nations (Costa Rica, FI Salvador, Guatemala, Honduras, Nicaragna),
with a total population of 13.6 nullion and combmed GDP of § 3.6
bithon. 15 Tt is often cited asonce of the most s cesstulexamiples of cconomi
Co-operation among developing countries, Simce s estabhishment m
FO60,18 trade among member countries has been frecd i 91 per cent
of the items of the standard customs classifieattion . NAUCA  and .
common external tiifl applies 1o 98 pev cent of the NAUCA tems, In

ESec Poror Robson Fine e an bxpeoence of Common Market™ Inter Feon.
omacs, Noo 4, Hamburg, April Fng

N Ihid

MO Sevead Tugescale mdustries soly asateel nulls, fernhzer plans, ol retieenes
and various assemhitv olaats are already bemg established i iriplicate within 5,ACM
see /0 Dobrska- Waydy, cpocrt

" United Nations, World  Feonomic Survey, 1967 United Nations publication,
Sales Noo: Eo8. 10,015, part iwo, table 47.

"% Costa Rica acceded in 1962,
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addition, a number of common institutions support CACM co-operation
from the point of view of development finance, industrial studies and
rescarch and monetary matters,

Performance

From s meeption to the present, CACM has experienced appreci-
able growth - mannfacturing production as well as a remarkable in-
crease nontra-avea trade, S mayv be observed from table 51, manufactnr-
g ontput advanced at average rates approaching 10 per cent in Nicara-
gnae and exceeding 7 per cent methe fonr other conmtries, while GDP
grew at slower rates i all cases. Net value of mannfacturing per capita
1906 wtaned Tevels raneine fronr 8 30 i Hondnras and 8 10 S 44
i Guatemale and Nicaragua to £59 in Costa Rica. ‘T'his represented
mere ses of 20010 30 per cent over the 1960 Tevel,

With respect to trade, as indicated by table 520 mtra-arca trade of
ol commadies soared from S 327 mutlion in 1960 1o S 156 million
m 1906 representing an average ammal rate of growth of approximately
31 per conrand more than 26 per cent of the combined vadine of CACM
exports i 19060, To apprase this performance, it should be recalled that,
aronnd 1950, the valne of mitro-trade was some $ 8 million annually,
that 15 roughlv 1 per cent of total CACM exports. "7 Within CACM
intra-trade, manufoctiring goods SITC 5 81 were fastest-growing
group of commadities. From 1960 to 1966, they inereased at an average
rate excecdimg 10 per cent por annum, (o constitinte some G4 per cent of
mtra-arca trade of all commaodities in the Latter vear.

A large proportion of the items ancluded under STTC 6 manufac-
tred coods classthed mainly by material) and STTC 8 miscellancous
manubactures . vhich are the two Largest categories of intra-area trade,
are produced and exported by LI Salvador and Guatenala, However,
many light manatactoves produced by the other countries compete on
the regional market. T'his s cspectallv trne of the products of the well-
established food-processing indnstr ™ The fast crowth of cliemicals is
acconmted tor mamly by the expandimg feralizer mdnstries of Costa Riea
and B Salvador T s interesting 1o note that intra-trade in machinery
s cqmpment s of necheible value, Fature growth i intra-trade will
probablv vels more on heavier manutac tiring goods as therr production
soundertaken ona regional hasist,

In spite of this vapid progress of production and trade, only very
moderate structural chanees took place e the cconomies of individual
CACN counties, Fron 1960 10 1966 s table 511, the share of manufic-

C RGN Foomamie Swces of Latin America. 1965 1Unived Nittions publication,
NSales Noo: 671161

W Inchuded o STTC O

“’" l“,(.‘!:\. Lo Swrcey of Latie America, 1965 i United Nations publication,
Nales Noc 671G
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turing in GDP increased shehthy in all five countries, althougl, remainig
generally low (under 16 pPer cent. The sitnation js brighter witl, respect
to investment etforts. Fhe share ol capital forniation iy, GDP increased
substantially in four of the five CACM comtries over the above-mentioned
period and some evidenee mdicates  (hat manufactiring Imvestieny
toHowed the same trend. As to the structnre of lye manufacturing secor,
it can be inferred from trade patterns thae it L Fennaned Lirgely -
changed, resting Lrgely  npon heht mamitac e, SOIMC consumer
dhurables and construction materials,

1

In assessing the performance of CACM, it shonld be mentoned tha,
until 1965, industrial co-operation had taken olace under proprions
external conditions, namely, favonrable worl( market prices tor (rad;-
tonal exports and a high level of foreign capital inflow, 2o In 1966,
these conditions were reversed and most of the CACM comtries adopte
restrictive trade and monctary measures on temporary basis o cope
with balance of payments difficultices, Preliminary estiniates for 1967
appear to show, however, o continuing expansion of imtra-trude (o appro-
ximately 8 210 illion, 12!

Industrial co-operation instruments

From the point of view of manufacturing trade, the Managua Treaty
provided for the antomatic Iiberalization of al] trade, leaving it to in-
dividual producers 1o request and  justify temporary restrictions for
purposes of adjustment to the regional market. Under (his approach,
made possible by the low inital level of industrialization of (e Central
American states, most of the NAUCA items had beer placed ander free
trade by 1966, Exceptions in the manulactining category mehide petro-
leum products and some products of state monopolies. Similarly | 4 com-
mon-external il encompasses all bt 2 percent of the NAUCA
items. ‘Fhese goods, which include petrolenm prodnets, transport cqnip-
ment and electrical appliances, acconnt dor 200 per cent ol CACM
mnports. Fhey are scheduled 1o be bronght within the common tanfl
wall by 1970, following an agreement on (he mtegrated regional devel-
opment of the assembly industries hiarmonization of excise taxes, 122

[n the institutional ficld, the Central American Bank for Iconomic
Integration (CABEI), also created in F900, makes available Tmaneial
resources lor financial projects, By 1967, CABEL had loancd close to
S 11O million, approximately 40 per cent of whicl, went to dustrial

20 From 1960 (o 1967, CACM s estimuted 10 have received some s 200 million
in private foreign ivestinent (see Miguel Wionezecok, e Conteal Nmerican Connon,
Market”, Inter-Economics, No. 8, Hamburg, August 1908,

128 Newslevter of 1he Permanc Secrelarial of CACM. quoted e Comercio Fxterior,
Mexico, September 1968,

122 ECLA, Liconomic Swreey of Latin America, 1966 (Uited Nattous publication,
Nales No.: 68.11.G.1).
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projects.'® Ao m the realm of mvestients, an agrecinent }‘)m\:id('s for
the harmonization of fiscal incentives Another common msttation, the
Central Nncvcan Insoate tor Tiddiennad o Techimalogieal Stadies
ACNTEE pronmwores e bostiad cosoporaen throneh the uh'nkllAll(;nmn
and evabianon of mdistoad progece ai reconal rcrest: Taaddition, the
Scearvetarat foa Foonenns Toeecranon SHON caandietes th d(’w-ln\)-
ment pobicies ob the wembey commmnes ol thie Central American Comnmon

Maker

Fhe ot mtevestine CNXCOND tstrine ot of o fostrral co-operation,
however, was the Recime tor Contral Nmencan Tategrvation of ITaduas-
ves =t amdor which ot poray rezonal monopoly was o be granted
to dasties requiring socess toothe whole regional warket 1o operate
chhoromthy s Addbienal ancourasoments were 1o b pl‘n\i(l(-(\ \!ll‘()llgh
externan provecnon. bseal mcentyes and prefevence meregand 1o govern-
ment procaranent D he cssonnal eecnves of the Regime were to attract
new nrdustoes whie e othenw e e hie not hase been established, 1o avord
wastage ol soarce capitals manaeerial and tednncal skills and 1o allow
for a pohicy b nadisinad Jocanon

Betore tavn s sonposine s cocael no wew andustries had been at-
tracted by the Reonme inospite o o done hae ol candidates Twao are pre-
senth e evstonce e Hondias and Nicaagin, and a few regional
dnstiies Lo been cstabhshed oneade v Taohire as asarthed o varions
cansesamons whach o che danand tor oxrcrnal assistance throngh CABE]
of mdvstries apphing 1o the Reomme, the sk ol uncconomic location
die to political considerations the Dusiness reondation provisions of the
Reenmio, e cambiorsom procodure and the simadl size of CACN as well
as hmvestircted oo v oo whieh mcde sk o devaoe superthions. Never-
theless the Bose s ptions of the Recime con crimnge cconomies of
scale and duphoman oo relevant In 1966, 4 specral svstem for the
promotion ol prodictive actvity was established providing  above-

cominon tanth prorection or certam vegional industries,

Duddustrial imboion

Althoreh CYCNY oot faced severe mdustrial imbalance strains
tonas the Fast Aocan Connmon Market, tndustrial activity has tended
toconcenirate aound cartarm conntries, It may be observed from table 51,
tor exanaple dua Hondieas the Jeast industrialized CACM country,
experienced the fowest eronwth rate of warnactmg and GDP i the
pertod 900 b Thas s conobarated Dy s i reasingly deficitary
mba-area tade balance e 1960 and 1961 < ' '

VI N oo Caboos il Mpcas of Tann \merican Integranon®, Bank of
Londose osd Southe Cioie R o ol 20 NG I8 Fondon, June 1968,

P b darthor oo o Ny Woonieaoh o g

L

coved bat oy Ping U nied Nt publicanon, Sales No. 68.11.G..1).

o he Larest den Haty prostbion, however, s fonnd 1 .\"i«'aragua‘ See FCLA
I, I N .
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These dithealties had been antecipated at the outsct. The l-Fyte
Reginie for Gentral Amcrican Inteeration of Industrics featured an ex-
plicit indistrial chisteibntion poliey, Ty addition, CABET wi to assist in
compensating the less developed countrices by devoting o Larger sharve of
s resonrces to thejr mlastructure and mdnstiial sectors, In cllect, by
1967, approxmately 50 Percont of the hank’s vesonreces had been allo-
cated o Houdmras and Ncarignag, 12

Addinonal measures were adopted w1967, 1y (e mterest of
balanced CACM developnient, Hondnras was allowed (e privilege of
granting special hscal incentives o attract more industries, and the
Central American Tnstithie oy Indnstrial and Fechnological Stadies
(TCATTTY was called upon o identih and evahne regronal industries
for location in that conntry, '

Both the Prospects and the challenge Facing CACA ape ercat. The
ulttmate goal is the vapid and harmonions development ol the region
through an inteorated comnon market. At the stage reached by the
CACNI countines, this will regnire intn'using attention to an (‘(I]Ii,lill)l(‘
sharing of the benefits fron co-operation and structural changes in the
cconomies ol the member conmtries,

The Latin Amevican Iyee Trade Association

The Latin American ree Trade Association (EAFTA) was established
I 1960 by Argentin, Brazil, Clile, Colombia, Feuador, Mexico, Paraguay,
Peru and Uruguav. Bolivia and Veneanela joined in 1966, Including
the two latter conntries, LAFTA embraces avast market of 212 million
People with o combined GDP of 8 79.6 billion.'2% I'he objectives of
LAFTA are the progressive multifateral freeing of trade and scetoral
co-operation among member countries in order to promote industrial
development.

Performance

From 1960 (o 1966, both GDP and manutacturing output increased
atapproxmately the same rates (5 and 5.7 per cent respectively) in the
LAFTA sroup as a whole (see table 537, There were, however, consider-
able differences in perlormance among individual countries, the highest
rates of growth of both GDP and mamifacturing being recovded for
Chile, Mexico and Pern, Net value of manufacturing per capita in LAFTA
mereased from § 76 10 8 105, mdicating 1 relatively high level of in-
dnstrialization compared with other developing subregions. As to the
o countiies which joined LAFITA i F966, Venezucla evidenced a

28 Alberto Calvo, op. (i1,

YTECLA, Economic Survey of Latin America, 1966 (Uniied Nations publication,
Nuales Nov: 68.1.¢6. 10,
% United Nations, 1$orld Fconomic Survey, 1967, part 11, table 47,
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growth of manulacturing ontpnt over the peviod 1960 1966 well oy e
the average for TAFIA. wiile the performance of Bolivia
the average,

as close to

With respect o rade, mira-LAFTA MIPOTES INereasedd Aatan . average
rate of close (o 17 Pev centperamnane sec Gble 5600 from FIO1 10 196,
In recent vears theve as been o tendeney dor inra-ayey Uade 1o slow
down. In 1964, mtra-trade growth was very shoht oy compared wigly
previons vears. In L7, the absolyte value of ira-trade declimed I
asmaltbamount. The share of =LA TN vade iy total exterid tade
mercased from 7 percentan 1961 1o ]| percentan 106, e hitca-trade,
as mdicated by table 51, s Largely concentrated iy three counties -
Arganting, Brazil and Chile. Diring (he FI00s, Tiow ever, Colombigy,
Peru and especiadly: Mexico hive substantially increqsed ther slioe i
intra-zonal trade, Trade hetweens LAFTA comnries i cliracterized I
the low partcipation of mamtactnring goods approxmately 35 per
cent), and especially capital goods. The Latter MO represened
only I per cont ol o] mtra-trade over (lye period 1963 1961,

Inspite ol the progress of individual counies. the EAIF N subregion
on the average did not show any stenilicant strnctral chamges iy (e
FI60s. In addition (o the composition of mra-urade mentoned ahoyve,
1t can he observed from table 53 that (heye was httle change in (he reba-
tve imporoance ol (he manulacturimg sector and of mvestment cllorts
m the LAFTA cconomies during that period,

Progress of industrial co-oprration

The LAFTA charger provides for two Major types ol industrial co-
Operaton instraments: (rade hberalization and sectoral mtegration
througl complementariv: agreements dmongtwo or more member
States. ‘T'rade hberalization is carvied ont through annual negotiations of
tarill concessions Irom national lists and the gradual Trecing of CNISting
intra-trade In peniodic negotiations from acommon hse, tso

Negotiations from e common hist have proved ditheult, siee,
owing to the structire of mua-trade, here is httle voom 1o HLOCUYTC.
In negotiations held iy 197, LAFTA representatives Lailed o agiee o
the second wistahnent of the common list items o be traded thronghont
the arca by 1973 As 1o hational list negotiations, '+ they started olr
impn'xsi\rl_\ A8 CONCessions were oranted by LAFTA countries on sone
| 2000 prodiects in 196 and 19620 The wanber o) products negotinged
dechmed constderably i the nest thyee vearsc In 966, 508 cone essions

=0 Albern Cldvo, ofr. el

B Resulls of negotuions rom e national list are subject (o varions o ape
chiuses ineluding temporary withdraowal . while resnlis obnecotiations trom the ¢ommon,
st (every three yearss are urevoeghle,

B For derails on national {isy concessions, see FCEHAL Feononme Swrery of Latin

America, 1966 (U nined Nations publication, Sales No. - OBILGT | vables 35 i 36,

(J.
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CHAPTER V. REGIONAL INDUSTRIAL C.O-OPER VIION 119

were granted, 168 of which referred 1o manufactured goods. As in pre-
vious years, most of the concessions came from Argentina, Brazil and
Mexico; the implication wonld e that the participation ol the ather
LAFTA comntries in wade ltheralization was rather low:.

(7()111])1(*111:'11l;:l‘i[) agreentents, corvesponding to (e requirenent for
planned vegional allocation ob resources e certain se tors, hold great
promisc. In cfleet, there are o number of Lrge-seale mdnstries which
cannot operate cficiently within the nationy) markets of the LAFTA
countries, However, prior 1o 1967 only fonr sucly arrangenients, 132 of
relatively nmnor significance, had  heen concluded among LAFTA
countries. Thev ivolved: prvch cards and calenlitors (Argenting,
Brazil, Chale and Urngnav); clectronic valves “Argentinag, Brazil, Chile,
Mexico aud Uraguay); eleetrieal apphances Brazil and Urngnay
clectrome and electrical communication products Brazil and Ul'l]gl].]‘}‘.}.
B TO67. negotintions were completed on complementarity agreement
for the chemieal mdustry; it was the first mmportant achicvement of
LAFFA in the use of this co-operation instroment. The ¢hemical industry
s a fast-growing highly capital-intensive sector requiing large-seale
operations. The agreement wis signed by cight LAFTA members and
applies antomatically to the three others Dy vivtne of their position as
countries o relatively lower cconomic development.

Mention shonld also e mades inconnexion with industrial Co-
operation, of the action of virions assoctations ol ndustrialists and
entrepreacuars. They have inttiated seetoral meetings and studies and also
influence co-operation by bringing their influence to bear on member
Governments and advising the LAFTA sceretaiat, At the (ifth conler-
cnce of LAFTA i 1965, for example, the industralists promoted negoti-
ations on the machine-tool sector, 139

One ol the abstacles (o the continned progress of Hitegration in
LA i the dissatisfaction of the less-developed conmtries with the dig-
tribution of bhenehits from industrial co-operation. To deal with this
problem, special advantages are granted o them, such as the additional
tartl concessions granted 10 Eenador and Paragnay in 1966 g pro-
visions for their antomatic participation in complementarity agreements,
as m the chiemical industey case. The EATTA seeretariat has recommend-
cd additional measies snch as (e joint estabhshiment and fimancing of
multinational industries, exelusivee allo ation of plants under comple-
nientarity agreements, the creation of o regional development fimd and
caster deadhines for mtegration commitm - nts, 149

12 Alberto Calv o, afr. cil.

B LCLA, Foonomic Surtey of Latin America, 1966 (United Nalions publication,
Sales No.: 68116511, pp. 59 and 60),

134 Ihid.

2 See Businew Latin-lnerica. New York, Business Inernational Corporation,
I May 1969,
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In addition, there has been a trend towards the formation of sub-
groupmgs within LAFTA among member conntries having velatively
more  homogencons geographical and  cconomie chavacteristies. The
Andean integration scheme, cncompassing Bolivia, Chile, Colombia,
Lenador and Pera, to which vefevence svas made cachier, cveniplifies that
tendeney.

The pevtornimce of EAFTA e the held of mdustial co-operaton
would appear o have been poorer than that of CACNL The dif-
ficulty with LAFTA stems in paet from the fact that the member conn-
tries started with an industriad stroctare of some importanee (|('\'(‘|n|)((|
nnder strong protection, wlich they ave ninwilline to ¢ NPOSE o (nl]ll)(tl-
ton. Thev are also reluctant to give up the vight to estabhsh cevtain in-

dustrics which the vdonotat present possess, Fatore progress of industrial
co-operation within EAFTN will hinge heavily upon the modilication of
these attitudes.




Annex

ECONOMIC INDICATORS

1. Growth of gross domestic product by economic groupings, 1960 . 1967

(1963 " 100)

Index No.
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Source: Umnited Nations, }earbook of National Accounts Statistics.
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2. Manufacturing output (181C; 2~ 3) by economic groupings, 1960 - 1967
(1963 100)
Index No.
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Source: United Nations, Siatistical Yearbook and Monthly Bulletin of Statistics.
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3. Manufacturing employment (IS1C 2 3) by economic groupings, 1960 1966
(1963 100)

Index No.
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" Source : United Nations, Statistical Yearbook and Monthly Bulletin of Statistics.
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4. Manufacturing ontput, employment und GDP, 1960
(1963

Index No.

140

130

120

110

100

90

80

Index No.

140

130

120

110

100

90

80

100)

tar Developing countries

INDUSTRIAL DEVELOPMENT SURVEY

197

f

-
|

|

1960

1962

1964

1966

(b) Developed market economies

1968

i

1964

1966

1968




ANNEX. ECONOMI(: INDICATORS 125

Index No. (¢} Centrally planned cconomics
140 [ f' I
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80 / ? |
90 Ll 1 | [
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s Manufac turime ontpin

........ ‘\1;‘,“”‘8(1“,&”‘_' cmployment

oDP

Source: United Nations, Fearbook nf National Accounts Statitics, Statistical  Vearbook
and Monthly Bulletin of Statistics.

3. Light manufacturing output (1SI1C 20 26, 28 30, 39) by economic groupings. 1960 1967
(1963 100)

Index No,
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Source: United Nations, Statistical Yearbook and Monthly Bulletin of Statistics.
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6. Heavy manufacturing output (ISIC 27, 31 38) by economic groupings, 19610

(1963 100)
Trisdex Nos
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7. Manufacturing output, 1961 - 1967

(1963 = 100)
Index No. (a) Developing countries
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Source: United Nations, Statistical Yearbook and Monthly Bulletin of Statistics,




128 INDUSTRIAL DEVMLLOPMENT SURVEY

d. Destination of exports from developing countries. 1960 1967
(1963 100
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Source : United Natious, Statistical Yearbook and Monthly Bulletin of Statistics.
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9. Source of imports to developing ccuntries. 1960 967
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Index No. (¢) Imports SI'TC 5. 8
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* Value (fo.b.Y in 1963 8 1.5 billion from developing countries ;
S 17.3 billion from developed market cconomies;

8 1.7 billion from centrally planned cconomies,

Source: United Nations, Statistical Yearbook and Monthly Bulletin of Stativtics.
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10. Production of selected industrial prociucts, 196001967
(1963 100a)

Index No, (a) Pig-iron and ferro-alloys
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@ 1963 production: 12 million tons in developing countries;

175 million tons in developed market cconomies.

Index No. (b) Cement ’
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Index No. (¢) Nitrogenous fertilizers
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Source : United Nations, Stativtical Viirbook Morthdy Bulletin of Statizties.
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