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Introduction

l. UNIDO has assembled data 2/- expressed in a common currency

the US §, and referred to a common price base, 1970 - on the

value added in the manufacturing sector of 87 developing countries
and 35 developed countries. With the help of these data it is

quite eas; to calculate the shwe of developing countries in the total
manufacturing production of the world. The sum of individual

figures pertaining to the developing countries comprised in the
sample is divided by the sum of individual figures of all countries
in the sample; the quotient obtained is the share of developing

countries.

2. The results of these exercise carried out for all the years

in the period 1960 - 1975 are presented in table 1. There, it can

be seen that after a period of stability - or, more exactly, a period
of fluctuation around a stationary trend - spanned over the years
1960 to 1966, the share of developing countries entered a period of
steady increase which brought it to 8.6 per cent of the world
production in 1975.

3. The evolution of the share of developing countries is determined

by the relative growth rates of the developed and the developing countries.,
The first section of this paper will examine the relation between the

two growth rates, in an attempt toclarify the framework in which the
better performance of developing countries was registered. The

second section will then disaggregate the set of developing countries

in several groupings in order to identify its relatively dynamic

elements.

Section 1 - The relative growth rates of developed and
developing countries

1.1, The basic data required for a comparison of developed and

developing countries are presented in Table 2. (See also figures 1 and 2).

Both groups of countries are disaggregated in market economies

and centrally planned economies. This dimtinction is made not only

g/ See Appendix for a description of the data and Appendix 2 for the
country coverage.
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TABLE 1 - The Share of Developing tountries in the World Total
of Value Added in the Manufacturing Sectép (1960-1975)

Years Manufacturing value Manufacturing value Share of developing

added in world added in developing countries

(million US§ in countries

conssant 1970 prices)] (million US§ in

constant 1970 prices) ( per cent)
1960 468172 32457 6.9
1961 491299 35216 Te2
1962 527795 37341 Tl
1963 565680 39212 6.9
1964 611754 42808 7.0
1965 657953 45304 6.9
1906 705727 48136 6.8
1967 734094 50367 6.9
1968 795196 55134 6.9
1969 856058 60398 7.1
1970 885806 65012 T3
1971 921028 70046 7.6
1972 986002 76380 7.7
1973 1072172 84442 7.9
1974 1086198 88749 842
1975 1056673 91381 8.6
cource: UNIDU based on data cemmunicated by UNSO.
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to account for the fundamental distinction between the core

mechanisms regulating the allocation of resources but also
because of the unequal quality of the data available for

centrally planned and market economies.g/

The wild fluctuations that can be observed in the
manufacturing production of developing centrally planned
economies are most probably due to the political turmoils
underwent by the two countries (Laos and Khmer Republ ic)
comprising this group. Due to this phenomenon and also to the
little quantitative importance of the manufacturing activities
of the component countries the developing centrally planned

economies will beomitted from the subsequent analysis.

1.2. Turning to the remaining groupings the most straightforward
comparison that can be made,is between the trend growth rates
of the three time-series. An estimation of trends based on the

assumption of constant growth rates gives the following results:

Grouping Growth rates Standard error
1960-1975 of estimate
(per cent)
Developed market economies 5.2 J.04
Developed centrally planned
economies 8.6 0.01
Developing market economies T.4 0.02

According to these trends the growth rates of developing
countries exceeded that of developed market economies by 2.2 per cent
but was inferior to the one of developed centrally planned economies
by 1.2 per cent, Thus, if such trends were extrapolable one could
say that, as long as the developed centirally planned economies would
not be too important among the developed economiea,y the developing
countries might be expected to increase their share in world

manufacturing.

1.3 Quite a part from the problem of extrapolation which will not be
debated here, one may question the assumption of constant growth

rates on which the straightforward comparisons of trends relies.

g_/ See appendix 3} for a description of the data used for centrally
planned economies.

B/ In 1975, the share of developed centrlaly planned economies in world
manufacturing was 27.7 per cent and that of developed market economies
! 61.6 nar cent. (See table 2 and figure 3).
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Indeed a glance at the figures in table 2 and at the
standard efror of estimate associated with the estimated trend
lines shows that the idea of small fluctuations around a
constant rate of increase is far from being warranted except in

the case of developed centrally planned economies.

For developed market economies the period of observation
includes three phases of rapid expansion - 1961 - 1966, 1967 - 1969
and 1971 - 1973 - alternating with recession years and one phase
of depression where the manufacturing production decreases in

absolute termsty 1.5 per cent in 1974 and by 7.4 per cent in 1375.

The manufacturing production in developing market economies is roughly
submitted to a similar phasing 5/ but with fluctuations of smaller
amplitute. In this respect 1. 18 especially remarkable that the depression
years of 1974 and 1975 brought up a break of the expinsion but not
a contraction of the volumes produced. Many reasong may be invoked
to explain the lesser sensitivity of market developing economies 10
cyclical fluctuations, one of which being the fact that these economies
are less subjéct to the deceleration of derived demand simply because
their capital goods sector is almost non-existant One should not, however,
disregard a possible statistical reason namelg}qgtfill the large 1infor-
mation gaps existing in developing countries the statisticians have %o
produce estimates. In doing 8o they maght well have been enclined

to erode the peaks.

1.4 On average during the course of 196U-1975 the annual rates of
increase of developing market economies exceeded those of developed
market economies by 2.6 per cent. But looking more in detail one can
distinguish three stages 1n the relative evolution of the growth
rates. A first one covering the years 1960-1966 is characterized
by higher growih rates for developing countries during the recession

years but lower growih rates during the expansion years. A second

a/ There is a correlation coefficient of 0,77 between the annual rates
of variation of developing and developed market economies.
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stage poing from 1967 to 1973, saw a slow but steady increase of the
share of devel rping countries due to higher growth rates both during

the expansion and the recession years. A third phase is characterized

by the fact that while 1n urope, North America and Japan the
manufacturing production declined, in the developing market economies

as a whole 1t 1ncreased by 5.1 per cent in 1974 and by 3.0 per cent in
1479, "he wide difference registered in the respective growth rates
during this stage 1s the most important reason, speaking 1in terms

of the arithmetics of growth rates, why the share of developing

countries attained its historical peak of 8,6 per cent in the end of

the »bservation period.

1.5 "his increase of the share of developing countries was registered

against the developed countries as a whole but not against each one of the
compnnents of this latter group of countries. As can be seen from Table 3
both the centrally planned ecrnomies and Japan 2/ have increased their

share i1 world manufacturing and this in much 3arger proportion than l

the developing countries.

Actually this constation relativizes somewhat the performance of
developing countries. The developing countries did well, especially in the
period 1966-1975, but though coming from a lower level, they did not
as well neither as the developed centrally planned economies nor as Japan.,
Such an evidence would seem to sound a warning against the mechanical

conclusion that an increasing share is the sign of a genuine dynamism.

The dual face of the increase in the share of developing
countries is the structural decrease in the share of North America and
Europe. As can be seen from the following figure the manufacturing
sector of the developing market economies increased much faster in

relation to North America and Europe than in relation to the world:

a/ The share of Japan registered a cyclical drop in 1974-1975, but its
trend is clearly on the increase.
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Years

1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1374
1975

- 11 =

Manufacturing Section of developing market
economies in per cent of North America

and Europe

10.0
10.6
10.4
10.3
10.4
10,3
10,2
10.6
10.9
11,2
12.1
12.8
13.0
13.3 b
14.2
15.8

The thare of both North America and Europe in world

manufacturing already decreased quite considerably and though

this mouvement is likely to continue, its impact on the share

of developing countries is bound to become smaller and smaller.
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Cection 2 - The relative growth rates of components of developing

market economies

2.1 Regional groupings
Data on manufacturing value added available for developing market
economies have been distributed in four regional groupings called
Africa, Latin America and the Caribbean, bast Asia and Pacific,
Wwest Asia. &/ The annual share of these groupings and their annual increases

of production are shown in table 4 (see also figure 4).

With slight differences this set of information confirms at the
regional level what was found for the whole of developing countries.
It can be seen that every region tends to increase its share in world
manufacturing, that this movement was initiated around the middle
sixties and that an acceleration took place in the three last years

of the period of observation.

Tt also appears that Africa and Latin America are the most
seriously affected by the 1974-1975 crisis whereas the two other regions
remained relatively unaffected. The constant growth trends for the

manufacturing production in the period 1960-1975 are the following:

Regional groupings Constant growth rates Standard error of
1960-1975 estimates
Africa Te3 0.03
Latin America T.2 0.03
East Asia T.5 0.02
West Asia 9.2 0.02

According to these indicators the fastest expanding share has

been that of the West Asian region.

2/ For a list of countries assigned to each grouping see Appendix 2.
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2.2 Income groupings

Here the developing market economies are partitioned according
to their level of GNP per capita (in current prices) of 1975 in the

five following categories: 8

Income groupings Range of GNP per capita
Low income countries Lower than 265 US §
Lower middle~income countries 265 - 520 USY
Intermediate middle-income
countries 521-1079 US$
Upper middle income ~ountries 1076-2000 USY
High income countries higher than 2000 US &

Figures pertaining to these grouplings are presented in tables 5

and 6 and 1llustrated 1in diagram 5.

"his information reveals two new features. First, that the low
income countries as a whole have not taken part in the expansion
»f the share »f developing countries, on the contrary, their
participation 1n world manufacturing seems to have decreased in the
course of 1900-1975. Cecond, that it 1s ‘ma.mly the group of intermediate
middle income countries which 15 responsible for the increase in the
share of developing countries that took place from the mid-sixties on.
The latter feature is more clearly seen from the following data where
the annual rates of increases of the early sixties are compared with

those of the period 1366-1975:

y For a list of countries assigned to each income grouping,see appendix 2.




Tncome groupings constant growth g./ Mean of annual rates

rates of Increase
{ : 1960-1975 1960-1966 1966-1975
Low income countries 5.2 6.4 4.5
(0.03)
Lower middle-income countries T.1 6.9 6.6
(0.03)
Intermediate middle-income 8.6 6.9 9.6
couniries (0.05)
Upper middle-income countries Te3 6.9 6.7
(0.03)
High income rcountries 8.3 8.3 T.2
(0.04)

y Standard error of estimate in brackets.

"his view somewhat correrts the impression arrived at in the
first section, Tnstead of being largely imputed to the sluggish

expansion of North America and kurope, the increase of the share of

developing countries should also be seen as stemming from a real dynamism
emerged in the group of intermediate middle income countries since the

mid-sixties.
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2.3 The least developed countries -

| Out of the 28 countries officially designed as least developed
countries among the developing countriec a' data on manufacturing are

available for only 20 countries.

"he value added in manufacturing by these 20 countries taken as a

whole grew at a rate of 6.9 per cent from 1960 to 1975, thus at a

g e ———— -

rate which occiples an intermediate position between the world and the L

developing countries,

The share of these countries therefore remained fairly constant

throughout the period of cbservation (see table 7).

IDS - NATIONAL ACCOUNTS - TABLE 7 - VALUE ADDED IN MANUFACTURING
‘ OF 20 LEAST DEVELOPED COUNTRIES AND ITS BHARE IN WORLD
MANUFACTURTNG 1960 - 1975

YEAR VALUE ADDED SHARE IN WORLD MANUFACTURING
(million US ¥ in ( PERCENT)
1970 prices)
1960 529 0.1
1961 551 0.1
1962 59¢ 0.1
. 1963 651 0.1
1964 690 0.1
1965 741 0.1 '
1966 842 0.1 '
1967 907 0.1
1968 965 0.1
1969 1046 0.l
1970 1104 0.1
1971 1141 0.l
g 1972 1256 0.1
1973 1292 0.1 ?
1974 1288 0.1
1975 131 0.1

Source: UNIDO based on data communicated by UNSO

a/ Afghanistan, Bangladesh, Benin, Botsawana, Bhutan, Burundi, Central
African Empire, Chad, Democratic Yemen, Ethiopia, Gambia, Guinea, Haiti,
Laos, Lesotho, Malawi, Maldives, Mali, Nepal, Niger, Rwanda, Somalia,
Sudan, Tanzania, Uganda, Upper Volta, Western Samoa, Yemen Arab Republic.

3/ countries for which data are lacking are: Bangladesh, Bhutan, Democratic .
Yemen, Lesotho, Maldives, Nepal, Western Samoa, Yemen Arab Republic.
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at the level of individual countries, 1t will theretore 'e attempteo
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exercise 4 word of taut.sn cnodda be sara oon recation b the ne

ind1vidual countries data. he main purpose for which the data

set used by (NIT 18 intended 15 to provide a panoramc view embracing a
larser numver 31 vintre, vt thiie regoare et the st ian
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PERLDC 196U - 1479 AND ight - 1479 (Pib EN]

ountry name srowth ratee country name nrowih rates

i ~1976 Lt =) 7Y
Swagziland 1585 Korea, “en f Joetd
Korea Rep. of loetl taurund lea 4y
Hwanda 1bals Jwaziland ire
Soma.1a et wanda el
Cingapore 1Het! rahon 16,57
Malewi 15. %0 Uingapore 16e5
Togo 14.:4 Comalia 15474
Iran 14.44 Libyan Arab ‘tep. i%e75
Zambia li.34 ipper olia 15.07
tvory {oast 1194 iran 14.24
fhana 11.80 Zalre 156994
Hong Kong 11,18 Hong Kong 13410
Thailand 11.04 Iwory ' oast 17440
Upper Valta lu.b8 Indoneala 12.53
Libyan Rrab Rep. luetl Jordan 12439
Sri Lanka 1C.47 Brazil 11.2%
Jordan 10,33 Dominican Hepublic 11..4
Niger 1ue29 Tunima 1ie4
Benin lue23 “Tha:land 1o, 7
Malaysia 10e2} Fotswana e se
saud1 Arabia 10408 Malaw: 1oa1?
‘urkey 1a06 Southern ithodesla 1oele
Zaire J.07 Malaysia 1.e04
Algeria J.54 iaberia ErY
L ongn Je 30 lmud1 Arabia 1.45
Burund 1 Jel. Longo Je 18
topta li1ca Jetits urkey 1e15
Jnited Hep. of Tanzania JetH Nigeria Jeu 4
Nicaragua Joud Yiger o205
Madagascar JeUl Irag SIS )
Xenya =P Kenya 8.35
Nigeria BeTl Aigeria Oetil
Mozambique tted) - oata Hira 8.55
Puerto Mico e 1Y 5r1 Lanks b.42
Mexico 838 kcuador Ba 38
Brazil Be3 Ghana Te04
Panana Be 23 Zambia T.b2
Southern Rhodesia - 5417 Syrien Arab. Republic Tetsd
Rotewana 8413 golombaa 7. 36
Mauritama Bell Angola T.34
funisia b.11 Egypt Te2?
Dominican Hepublic T.83 Mexico T.19
Ethiopia - Mauritania 719
Sudan TeTs . had Tave
Gabon T.71 Mauritius Lo 0
Liberia 7.5 Puerto Hico t.o 85
Angola T.54 Nicaragua .Y
chad Tebt Philippines 6,77
 yprus 7451 Inited hep of 'anzama bauts
Ecusdor 7,36 Argentina ©.57
Guatemala 7434 Peru 6.54
Indoneera 7.2 Guatemala b.24
Mali T.24 Paraguay taly
El Salvador T.08 ienezuela t.l2
Peru T4 Moraeco 5T
Venezuela 659 holivia 527
(olombia 57 Mozambique 5.57
gyrian Arab hepublic .45 Ethiopia 5e46
Pakistan .44 Panama .46
Bolivia [F3Y:8} \ YPTUS Setd
Philippines 627 Benin 9.8
Argenting 6.18 Hondurae 56T
Afghanietan 5008 enegal Ser il
irag 5631 Jnited Reps of Lameroon Seirls
tentrsl African Empire S5e19 fiuinea DYSES
kquatorisl Guinea el Haitt Ao lir
Jamaica Selt k1l alvador Le4
United Rep. of L ameroon 5.14 Afghanistan Aain
Paraguay Heud Fakistan GelU
Egypt 4.81 Madagascar beodd
NMoracco 4.7 India Gewvl
Hondurae 4.01 rentral African fmpire e 10
ganbia 440U Laos e d
sierra lLeone 4.42 ‘amaica set 4
Ind1a b7 Sudan Se 4%
Jeanda 4,21 Mali LeJt
Senegal Se32 U1erra leone A
Guines sedl furma Cede
Mauritiue el nn Ca
tmle oDV . ruguay Lat:l
Buraa 1.2) tquatorial uinea ielt
P 3621 T ogy Pel
Guyana 2ebl jpanda .5
Haita Qelu Gamtia ol
Lruguay 1.41 hile oA
Laos - edd luyana 64
Khmer “epublic - et Frmer vepuatia - e
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Another way to look at the contribution made to the increase of the

share of developing countries is to measure it in value terms. This has

been done with the help of a very simple method which will now be described.

The share of developing countries increased decisively between 166
and 1)75, the exercise will therefore be applied on the increase registered
between these two years, From 1366 to 1)75 the world manufacturing
production was multiplied by a factor of 1.5. Thus, had the production of
every developing country grown by 50 per cent, the 1)75share of developing
countries would have been the same as in 1366, The hypothetical values
of production corresponding to an increase of 50 per cent are calculated
for every developing country, Now the actual figure of production registered
for a given country in 1)75 may be superior or inferior (or equal) to the hypo~
thetical figures, the amount by which it is superior (inferior) is said
to be the amount of the positive (negative) contribution of that country

to the increase of the share of developirg countries between 13)66 and 1)75.

According to this exercise the 10 countries which have made the more

important contribution are:

Country name Amount of contribution Percent of the contribution Cumulative
to the increase in the to total increase in the perceniage
share of developing share of developing
countries countries

(million of US$ in 1370
prices)

Brazil 6642.5 34.2 34,2

Korea, Rep. of 3124.6 16,1 50.3

Mexico 1926.5 9.9 60,2

Turkey 1303,2 6.7 66.9

Iran 1003, 2 5.2 72,1

Argentina 843.5 4.3 76.4

HongKong 773.8 4.0 80.4

Indonesia 767.8 4.0 84.4

Thailand 649,2 3.3 87.7

Singapore 373.1 2.0 83.7

Thus, about )0 per cent of all the increase in the share of developing

countries between 1)66 and 1975 was realized by only 10 countries,
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