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Introduction 

The purpose of this report is to articulate a positive, feasible and 

effective programme of South-Sc>uth co-operation in industrial development 

between the present time and the year 1990. If accomp 1 ished, the programne 

coulrl contribute quite significantly to industrial development in the 

developing countries. 

The report begins in Sect ion A with a general overview of the r~cent 

experience in indus~rial development in the world as a whole and especially of 

the South's role in that development. Against rhis background certain 

criteria for identifying those specific industrial sectors with considerable 

potential for South-South co-operation in trade and production are developed 

and applied in Section B. Sectors with especially great potential for 

development on the basis cf South-South trade and other forms of co-operation 

are the capital goods and basic products industries (the latter including 

minerals, petroleum, and other resource-based industries). The logic of 

South-South co-operation in the capital goods and basic products industries i~ 

further developed in Sections ~ and D, respectively, so as both to identify in 

each case those particular industria~ stobsectors with the greatest potential 

for development on the basis of South-South co-operation and to quantify that 

potent ia J. 

research. 

Section E provides some conclusions and suggestions for further 

For analytical convenience we shall treat the North as a homo~eneous whole 

whereas the !louth is divided geographic.ally into five separate regions. The 

North 18 defined to include North America, Western Europe (inclusive of the 

lower income countries of Southern Europe such as Greece, Portugal, Spain, 

Israel and Yugoslavia but exclusive of Turkey), Eastern Europe, Japan, 

Australia. New Zealand and South Africa. The five Southern regions are La~in 

America, Tropical Africa, North Africa-MiddlP. Ea~t, South Asia and East Asia, 

Latin America is, in turn, defined t., incbde Argentir.a, Bahamas, Bar?ados, 

Bolivie, Brazil, Belize, Chile, Colombia, Costa Rica, Cuba, Dominican 

Republic, Ecuador, El Salvador, Gu1i1temala, Guyana, Haiti, Hondural, Jamaica, 

Mexico, Netherlands Antilles, Nicaragua, Panama, Paraguay, Peru, Puerto Rico, 

Surin~m, Trinidad and Tobago, Uruguay and Venezuela. Ttopiral Africa 1s 
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includes the countries of Nort!1 Africa from Morocco in the West to Egypt and 

Sudan in the East and the West Asian peninsula from Turkey in the Northwest to 

Iran in the East exclusive ~f Israel but inclusive of the island ~rates Cyprus 

and Bahrain. South Asia is defined as Afghanistan, Bang!adesh, B~rma, India, 

Nepa 1, Pak is tan and Sri Lanka. Finally, East Asia is defined to inch1'e 

Fiji, Hong Kong, Indonesia, The Republic of Korea, Malaysia, Sabah, Saraw.111-, 

Philippines, Singapore and 11\ailand. 

A. Industrial DevP.lopment~ Th~ Recent Experience. 

11\c post World War II period between 1950 and 1970 witnessed remarkably 

hitla rates of overall growth in the world as a !iiWhole, and in t."lt,, the North 

and the Sou-ch. Growth rates in manufacturing value adderl and ln trade of 

manufacture .. gtnerlJlly exceeded the highly satisfactm:y overall growth rates 

of Gross Domestic Product by a considerable margin, and e:;pecially so in the 

Sout:a. 11\is is not to say that gro·.ith wittin the South was evenly spread 

eithe!' within countries or betwe~n countriee. Indeed, there is evidence to 

suggest that the distribution of income in even some of the faster growing 

countries of the South, like Brazil and Mexico, may hav~ become m~re unequal, 

and also it is clear that the lea1:1t developed countries, the poorest of the 

developing countries, with Ii fet1 exceptioniJ perhaps 1 did not share ln the 

generally rapid growth. 

satisfa.:tory. 

Nevertheless, the overall performance was highly 

For example, between 1960 and 1970, a reriod for which the statistics are 

rather complete, GDP of the North greu in real ter~s (i.e., at constant 

prices) at ~n annuRl rate of 5.1 per cent while that of the South grew at 5.7 

per cent per annum. Hanufactut"ing value added (at e:onstant p:-ices) grew at 

6.2 per cent per annum in the North and 7.2 per cent per annuu in the South. 

1/ Specifically, Tropical Africa included Angola, Benin, Botswana, Burundi, 
Cameron, Cape Verde, Central African Republic, Chad, Comoros, Congo, 
Equatoria Guinea, Ethiopia, Gabon, Zambia, Ghana, Guinea, Ivory Coast, 
Kenya, Lesotho, 1,i;,eria, Madaraocar, "falawi, Hali, Mauritania, Mauritil's, 
Mozambiqlie, rla:nibia, Niger, Nigeria, Guinea-Bissau, Reunion, Rwanda, 
Senega 1, Seychelles, Sierra Leone, Som. 'ia, Swazi land, Tanzania, Togo, 
Uganda, Upper Volta, Zaire, Zambia and Zimbabwe. 
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Northern impcrts of manufactures grew at 11.9 per cent per annum and Southern 

imports of man•1tactures at 7. 2 pe:r cent. In p~rt becau&e of the rapid growth 

of Northern imports of r•11nufactures, Southe:-n exports were able to grow at 

10.2 per cent per annum (UNIDO, 1981: World Industry 1n 1980. pp.90-93). 

With the exchRnge rate a<ljustme~ts of the early 1970~, the accelerati~n in 

world inflation of 1971-75 and the subsequent attempts to contrcl it, and with 

the energy price rises of 1973-75 .and again of 1979-80, economic grow .. h has 

become much more uneven both across countries and over time and has generally 

decelerated especially in the North. For exam~le, Jn the period 1970-77 in 

the North the ovetall grovth rate dropped ~y 40 per cent to 3.2 per cent per 

nnnum, the growth rate of manufacturing value added fell by ~O per cent to 3.1 

per cent and the growth rate of imports of ~anufactures fell by 45 per cent to 

6.2 per cent pe:r annum. Due in part to the :-apid growth of oi i exporting 

countries ir the 1970-77 period, Southern ~,..,wth was at least until recently 

lr.s!ll sevP.rely affected. Indeed, between 1970 and 197"7 the over a 11 growth 

rate in the South slipped only slightly to 5.5 per cent per annum. The 

South 1 s growth rate: of manufacturing value :Jdded was m<"intained .lt i .2 per 

cent per Rnnum, and the growth rates of ~outhern imports and exports of 

manLfacLures even accelerated slightly to 11.5 per cent per annum and 12.l per 

cent per annum, respectively. For the fir&t time, South-South trade which 

grew at 15.5 per cent per annvm, began to essert itself gs an engine of growth 

in the Sc.uth. The remarkable difference in performance in manufacturing 

hetween the North and the South during the 1970-77 period i~ also reflected in 

employment ir1 manufacturing, which ~id not grow at all in tl\e North between 

1970 and ~977 tut ~hich grew at 8.5 per cent ~er annum in developing countries 

(at least in the 25 countries for which the statistics are available). As a 

result of high interest rates and the growing international monetary and debt 

crises th'lt arose thereafter, the effects of stagnation 1n the North have 

finally hegun i:o spillover to the South. 

Debpite thr: relatively rapid gr:>wth of manufacturing value added of the 

South througho~t the entire~ostwar period and especially during the otherwise 

slow-growth 1970s, the share of developing r.ountries in world manufacturing 

value added was still no higher than 10.2 per cent in 1979. Moreover, the 

South's share in exports of manufactures .i.n the same year was even amt1ller, 

i.~ •• le~• than 9.0 per cent (UNIDO 1982. A Stati~tical Revi~w of the World 

Induatr~al Situation 1981). 
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The shares of the South in wori.<i manufaccuring vai.uc a<i<ie<i vary ai.so vei-y 

considerably from sector to sector. Table A.l. shows that the South's share 

of coal and petroleum products was ovP.r 30 per cent even as early as 1963 and 

has been maintained at: over 30 per cent ever since. The South's shares in 

light indGstry and basic products are, however, mucli lower, hut have g:-own 

from 8.8 per cent an( 6.9 per cent, respectively, 1n 1963 to virtually 10 per 

cent in both cases in 1979. Nute tr.at the Sotith lags farthest behind the 

North in the capital goods indu<>tries. Its share of value added lr. the 

capital goods i:::dustries, thcugh very low, i.e., 3.6 per cent in 1963, has 

grown to 5.4 pe~ cent in 1979. 

Table A. l. The Share of the South in World Manufacturing Value Added of 
Different Sectors of Manufacturing. 

UNIT AD Sector 1963 1967 1970 1975 1977 1979 

2 Food Processing 14.65 14.56 15.09 15.33 15.64 16 .21 

5 Light Industry 8.81 8.86 8.85 10.08 9.85 9.89 

4 Basic Products 6.88 7.12 7.43 9.26 9.46 9.99 

3 Coal and Petro!.eum 

Products 34.52 32.62 32.51 31.47 32 • Cj.'., 32.59 

6 Capital Goods 3.58 3.83 3.98 5.39 5.28 5.41 

Source: UNIDO data ba,.,e; information supplied by the Statistical Office of 
the United Nations with estimates hy ~he UNIDO Secretariat. 

When one disaggregates the share of the South in manufacturing as a whole 

and in each of its major sectors into five geographic regions, namely, Latin 

America, Tropical Africa, Norc.h Africa - Middle East, South Asia and East 

Asia, as sh.:>wn in Table A.2 the distribution of the South's manufacturing 

value added and sectoral value added among regions is likewi~e very unequal. 

For example, Latin America has maintained its ~hare of almost 60 per cent of 

the South's man··facturing value added from 1963 tC' 1979 and shares of well 

over 50 per cent of the South's manufacturing value added ln all sectors of 

manufacturing except for petroleum and coal products. At the other extreme 

Tropical A;rica's share in Southern manufacturing value added remains at less 

than 5 per cent overall and in no sector was it as high as 8 per cent ln 

1979. Because of its rich e.1dowments of oil an6 gas, the North Africa -

Middle EaBt region has rather consistently accounted for almost 40 per cent of 

r 
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the South'• unuaually high proportion• of world manufacturing value added in 

co•l and petroleua product•. It• •h•re of Southern ••nuf•cturing val~e added 

in •ll otlier 1ector•. however. v•• no .ore th•n 10 per cent as recently as 

1979. South A•i•'• aha•e• were rel1tively high - over 20 per cent - in both 

light induatrJ and capital good• in 1963 but h•ve declined aharply since then~ 
so that by 1979 South Aaia' o ah are• were below 11 per cent in all aectora. 

Eaat Aai•. on the other hand, ha• obtained rising sharE• in all sector•. bet 

eapecially in light induat:-y 1 buic products and capital goods, where its 

shares have increased by at least 60 per cent between 1963 •nd 1979 (from 9.6 

per cent to 21.2 per cent ir. light indl.'atry 1 from 7 .2 per cent to 13.5 per 

cent in baeic product• and froa 9.7 to 18.2 per cent in capital goods). 

Table A.2. •e,ioaal Di•tribution: Share o ~ -4ch Region in K•nufacturing 
Va ue Added of the South by Se···~ and Year. (in per cent) 

lea ion rood Light Baaic Co•l and C•pital Manufacturing 

Proc~••ing Industry Product• Petroleum Good a Total 
Produc~• 

Latin .Alleri cm 
1963 60.l 56.0 64.2 44.1 61.4 57.8 

1970 58.4 55.6 66.6 43.4 68.7 59.l 

1979 54.6 52.6 62.8 42.l 66.) 57.3 

Tropical Africa 
1963 8.3 5.1 4.2 0.4 2.9 4.9 

1970 &.8 6.5 4.0 L8 2.7 5.4 

1979 7.9 6.0 3.2 1.9 1.4 4.5 

North Africa-Middle !Ht 
1963 9.5 9.1 7.7 43.4 2.8 12,J 

1970 9.1 9.5 8.3 41.5 3.6 11.9 

1979 9.8 ~.5 10.0 38.8 5.2 11.4 

South Ash 
1963 9.4 20.1 16.7 1.6 23.2 14.8 

1970 10.2 16.5 13.2 2.3 16.0 12.6 

1979 8.6 10.8 10.6 2.3 8.6 9.1 

!Ht Aaia 
1963 12.6 9.6 7.2 10.5 9.7 10.1 

1970 13.4 11.9 7.9 li.O 9.0 10.9 

197CJ 19.1 21.2 13.5 14.9 18.2 17.7 

South 100.0 100.0 100.0 100.0 100.0 100.0 

Source: utelDO data baHj inforwaation •uppli•d by the St•tiatical Office of 

the United Nation• vith eatiutu by tt.e UNIDO Secreuri•t. 
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Concentrating on the j>eriod 1970-77 for which the statistical base is 

most complete, Table A.3 shows that all Southern regions except the South Asia 

region grew at rates above the world average in ~erms of manufacturing value 

aJded. Below-average growth rates were observed in food processing in 

Tropical Africa and Latin America and in coal and petroleum products in Latin 

America. In capital goods the South Asia region was growing only slightly 

helow the relatively high world average rate of 6.6 pe1· cent per annum and all 

other regions of the South exceeded the world average by a considerable margin. 

Table A.3. Growth Rates of Value Added by Manufacturing Sector and 
by Region 1970-77. 

UNIT AD Sector L.A. T.A. N.E. S.A. E.A. 

2 Food Processing 4.23 3.70 6.79 1.58 9.29 

5 Light Ind•1stry 4.95 5.88 9.28 -0.34 15.15 

4 Basic Products 8.50 7.70 12.49 6.94 15.94 

3 Coal and Pc?troleum 

Products 3.95 4.84 5 .22 2.76 8.56 

6 Capital Goods 10.70 11.26 21.01 5.88 21. ;1 

A..verage 6.66 '.i. 76 8.;1 3.08 13.96 

Notes: L.A. represents Latin America 
T.A. represents Tropical Africa 
N.E. represente North Africa-Middle East 
S.A. represents South Asia 

and E.A. represents East Asia 

World 

4.28 

4.33 

5.01 

4.79 

6.60 

5.23 

Source: UNIDO data base; information supplied by the Statistical Office of 
the United Nations with estimates by the UNIDO Secretariat. 

The variations in regional growth rates from one sector to another 

revealed in Table A.3 imply changes in the structure of industry. What has 

been the nature of those changes? Table A.4 portrays t.he degree of 

structural change that was taking place within manufacturing in the world as a 

whole and for each region of the South between 1963 and 1979. In the world 

as a whole there were noticeable declines in the shares of food processing nnd 
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light industry, relative constancy of basic products and coal and petroleum 

products, and a significant rise in the share of capital goods from 28.5 p!:r 

cent to 34 .1 per cent. In the various regions of the Soi; th, the shares of 

food processing and light industry tend~d to decline relatively faster than in 

the world .qs a whole, except in South Asia in food processing and in Tropical 

Africa and East Asia in the case of light industry. Instead of remaining 

constant as in the world as d whole, the share of basic products rose at least 

modestly in each Southern region, and in a 11 regions except Tropical Afr ice> 

roEe by substantial amounts. Th~ share of coal and petroleum products rose 

slightly from extremely low initial s ... ares in Tropical Africa and South Asia 

but fell rather sharply in Latin Am~rica, North Africa - Middle East and East 

Asia. Finally, while the shares of the capital goods in~ustries fell 

slightly in Tropical Africa and South Asia hetween 1963 and 1979, those in 

Latin America, North Africa - Middle East and East Asia rose quite sharply. 

'rhe rather striking difference in strucLural ch~nge between these two sets of 

regions can largely be attributed to the difference in overall growth rates 

between them, South Asia and Tropical Africa being chacacterized by relatively 

slow growth and the other regions by rapid growth. 

In the world as a whole and in mo:::t regions and sectors o~ the South 

labour productivity has been rising, implying thRt the number of employees per 

unit of value added (in millions of US dollars at 1975 prices) has been 

decreasing. Such a pattern is discernible in Table A.5 with respect to 

manufacturing as a whole between 1963 and 1979 in all regions of the South 

except in North Africa ~iddle East where there was a slight rise ln 

employment per unit of value added. There are, however, some additional 

exceptions at the individual sec".or level, i.e., light industry and coal and 

petroleum products in L~tin America, food processing in Tropical Africa, light 

industry, basic products and coal and petroleun. prcducts iu North Africa -

Middle East, and food processing and light industry in South Asia. The small 

apparent decline.i in labour productivity it1 Tro,iical Africa and South Asia are 

no doubt partly attributable to the exceptionally slow growth of wage rates 

and capital in these regions. In North Africa - Middle East and Latin 

America, the exceptions noted are probably more 3pparent than real, the 

increases in employees ~er unit of value added probably being attributable to 

shifts in intrasectoral product mix toward more labour-intensive products. 
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Table A.4. of Hanufacturin Value Added 
in cent 

UNI TAD Food Light Baaic Coal and Capital Manufacturing 

Region Procea•ing Industry Product a Petrole\1111 Goods Total 
Product a 

Latin America 
1963 27.62 30.07 20.70 9.05 12.56 100.00 

1970 23.78 27.32 23.97 8.22 16.70 100.00 

1979 19.87 24.35 27.39 6.41 21.98 100.00 

Tropical Africa 
1963 44.53 32.03 15.58 0.93 6.93 100.00 

1970 39.04 34.66 15.54 3. 72 7.03 100.00 

1979 36.74 35.53 17.90 3.74 6.09 100.00 

North Africa-Middle East 
1963 20.54 23.08 11. 71 41.93 2.74 100.00 

1970 18.51 23.17 14.93 39.03 4.36 100.00 

1979 17.80 22.05 21.85 29.60 8.70 100.00 

South Asia 
1963 16.96 42.22 21.04 1.27 18.52 100.00 

1970 19.48 38.06 22.25 2.03 18.19 100.00 

1979 19.64 31.31 28.98 2.19 17.88 100.00 

East Asia 
1963 33.28 29.53 13.37 12.40 11.42 100.00 

1970 29.55 31. 76 15.54 11.25 11.92 100,00 

1979 22.47 31. 73 18.99 7.33 19.47 100.00 

World Total 
1963 15.47 30.06 23.04 2.91 28.51 100.00 

1970 13 .67 28.13 24.46 2.94 10.81 100.00 

1979 12.H 26.24 24.41 2.69 34.09 100.00 

Source~ UNIDO data hue; information supplied by the Statistical Office of 
the United Nations with estimates by the UNIDO Secretariat. 
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Table A.5. Em lo nt er Unit of Value Added: ion ind Sector. 
1be unit of value added ia one aillion US at 1975 prices.) 

UNITAD 
legion 

Food Light Ba1ic Coal and Capital Manufacturing 
Proceaaing lnduatry Product• Petroleum Good• Total 

Latin Allerica 
1963 
1970 
1979 

Tropicd Africa 
b63 
1970 
1979 

North Africa-Middle 
1963 
1970 
1979 

South Asia 
1963 
1970 
1977 

Eut A.ia 
1963 
1970 
1979 

81 
75 
68 

129 
180 
170 

Eaat 
233 
229 
225 

568 
476 
785 

168 
249 

92 

148 
161 
154 

239 
242 
205 

410 
340 
445 

507 
456 
549 

412 
430 
290 

127 
88 
78 

260 
i5'.' 
185 

356 
246 
417 

573 
443 
337 

424 
183 

91 

Product a 

13 
10 
17 

87 
24 
40 

83 
95 

112 

159 
112 
151 

17 
23 
13 

145 
79 
64 

287 
182 
139 

593 
294 
246 

628 
450 
320 

260 
297 
175 

104 
89 
78 

203 
192 
172 

324 
268 
341 

555 
450 
451 

280 
283 
157 

Source: UNIDO data b~ae; inforaation aupplied by the Statiatical Office of 
the United Nation• with eatiaate• by the UNIDO Secretariat. 
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ornu~no o------o 

Southern regions and industries, what has been happening to employment? 

Table A.6 provides the basic data on employment by sector of manufacturing and 

by region for tht: years 1963, 1970 and 1979. Note that, despite increasing 

labour productivity, employment in manufacturing as a whole more than doubled 

between 1963 and 1979 in Tropical Africa and East Asia and almost doubled in 

Latin America and South Asia. Only in North Africa - Middle East was the 

increased employment relatively modest. Given the declining labour 

productivi~y in sevP.ral sectors rP-vealed in Table A.5 and the relatively rapid 

growth of manufacturing value added in th.at region shown in Table A.3, the 

relatively modest growth in man•1facturing employment in that region can only 

be explained in terms of an intersectoral shift toward the more capital-

intensive sectors. In all r~gions the largest absolute increases in 

employment were registered in !ight industry, though the capital goods 

industries of Latin America, and East Asia also registered impressively large 

increases. Unusually high rates of employment growth were also registered in 

food processing in Tropical Africa, and in coal and petroleum products in 

Tropical Africa and South Asia. 

As a result of the afore~entioned changes in intrasectoral labour 

intensity, and sectoral co11D11odity mix, as shown in Table A.7 there have arisen 

some ~airly substantial changes in the shares of employment in individua i. 

sectors in t~at of total manufacturing. In particular, the shares of food 

processing in total manufacturing employment declined rather sharply 

especially between 1970 and 1979 in the relativt:.ly industrially advanced and 

rapidly growing regions, Latin America and East Asia, but increasE:d in the 

slowly growing and low-income regions, Tropical Africr and South Asia. The 

shares of light industry declined slightly in Latin America and South Asia, 

rose slightly in North Africa - Middle East and East Asia and rose sharply in 

Tropical Africa. One might have suspected that the share of light industry 

ln manufacturing employment would have declined in East Asia as in Latin 

America had it not been for the rapid growth of East Asia's exports of light 

industry. The trends in the employment shares of basic products are almost 

the reverae of those of light industry. In other words, the trends reveal a 

sharp decline in Tropical Africa, moderate declines in North Africa - Middle 

East and East Asia a"-i slight increases in Latin America and South Asia. 

Despite some substantial changes in output and productivity ln coal and 

petroleum products, this sector remaining& insignificant as far as employment 

.. 
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Tab le A.6. Employment in t~e Manufacturing Sectors: by Region. 

UNI TAD Food Light Basic Coal and Capital Manufacturing 
Region Processing Industry Products Petroleum Goods Total 

Products 

Latin America 
1963 804 1349 927 40 589 3709 
1970 1072 1837 1205 31 823 4967 
1979 1256 2407 1772 42 1510 6987 

Tropical Africa 
1963 103 172 114 2 43 434 
l'.:170 199 334 102 2 47 684 
1979 299 522 162 5 67 1054 

North Africa-Middle East 
1963 183 401 231 12 86 914 
1970 204 435 175 17 78 909 
1979 251 572 281 22 108 1234 

South Asia 

I 1963 794 2092 735 12 796 4430 
1970 873 2153 1234 21 1133 5413 
1979 1629 3165 1428 63 1166* 7451* 

East Asia 
1963 340 835 342 24 211 1751 
1970 704 1417 319 19 197 2856 
1979 710 2456 589 21 1118 4894 

Source: UNI DO data ba::e; information supplied by the Statistical Offi~P of 
the United Na~ions with estimates by the UNIDO Secretariat. 

Note: * indicates 1977 value. 
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is concerned ;., ali regions. Finally, in the case .,:,f capital goods, despite 

rapid grcwth in most regions, the declines in employment shares were 

experienced in three of the five Southern regions. Only in Latin Alllerica and 

East Asia did the shares in overall manuf¥cturing employment rise and even in 

these cases the increases in employment Rhares were much leer, pronounced than ~ 

Table A."/. Shares of Sectoral Employment in Total Manufacturing Employment. 
(in pe:- cent) 

UNIT AD 
Region 

Latin America 
1963 
1970 
1979 

Tropical Africa 
1963 
1970 
1979 

Food Light Basic ~al and Capital Manufacturing 
Processing Industry Products Petroleum Goods Total 

Products 

21. 7 
21.6 
18.0 

23.6 
29.l 
28.3 

36.4 
37.0 
34.4 

39. 7 
48.8 
49.5 

25.0 
24.2 
25.4 

26.3 
14.9 
15.3 

1.0 
0.6 
0.6 

0.4 
0.5 
0.5 

15.9 
16.6 
21.6 

9.9 
6.9 
6.4 

100.0 
100.0 
100.0 

100.0 
100.0 
100.0 

North Africa-Middle East 
9.4 
8.6 
8.8 

100.0 
100.0 
100.0 

1963 20.1 
1970 
1979 

South Asia 
1963 
1970 
1979 

East Asia 
1963 
1970 
1979 

22.4 
20.4 

17 .9 
16.1 
23.1 

19.4 
24.6 
14.5 

43.9 
47.8 
46.4 

47.2 
~9.8 
44.9 

47.7 
49.6 
50.2 

25.2 
19.3 
22.7 

16.6 
22.8 
20.2 

19.5 
11.2 
12.0 

1.3 
1.8 
1. 7 

0.3 
0.4 
0.9 

1.4 
0.7 
0.4 

18.0 
20.9 
10.9 

12.0 
13.9 
22.9 

100.0 
100.0 
100.0 

100.0 
100.0 
100.0 

Source: UNIDO data base; information supplied by the Statistical Office of 
the United Nations with estimates by the UHIDO Secretariat. 

had been the case with respect to value added (as shown in Table A.4.) For 

the same reGson in the case of North Africa - Middle East what was a 

substantial rise in the share of capital goods in total 111anufacturing value 

added in Table A.4 beco111es a slight <lecline in e111ployment share in Table 

A.7. Only in the case of East Asia which experienced only moderate growth in 

productivity did the increasing ~hare remain substantial (fro111 12 per cent to 

just under 23 per cent). 

• 
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T11ble A.8. Groaa Production and AE2•rEnt Con1ua2tion •t 1975 Prices and Share• 
of Groaa Production in Ap2arent Conauaption by Sector and Region 

Sector Region Groea Production AppaTent ConaU1Cption Share of Groaa 
Product ion in 
Apparent 
Consumption 

1970 1975 1977 1970 1975 1977 1970 1975 1977 

Food North 528.9 627.9 673.9 532.0 631.2 670.4 0.994 0.994 1.005 

Proceaa- South 93.0 112. l 121.2 89.9 108.8 124.7 1.034 1.030 0.972 

ing L.A. 49.1 58.8 61.0 45.6 53.4 57.9 1.078 1.100 1.052 

T.A. 8.6 9.2 10. l 8.6 9.4 11.4 1.000 0.978 0.892 

N.E. 11.9 15.7 17 .1 13.0 20.6 22. 7 0.916 0.762 o. 753 

S.A. 19.1 19.2 20.8 18.5 1e.3 2C. 7 1.034 1.051 1.007 

E.A. 11.2 15.3 17 .9 11.4 16.0 17.6 0.9tll 0.952 1.014 

Light North 760.l 861.5 1084.8 759.7 858.9 1083.1 1.1)01 1.003 1.002 

Indu11try South 98.1 129.5 121.3 98.5 132.0 123.0 0.996 D.981 0.986 

L.A. 40.9 52.S 50.4 42.2 51+. 3 51.0 0.968 0.973 0.988 

T.A. 5.5 7.3 5.2 7.3 9.8 7.9 0.751 o. 743 0.659 

N.E. 7.9 12.4 12.1 9.2 18.4 21.7 0.852 0.670 0.558 

S.A. 22.3 22.S 21.3 20.4 20.8 19.8 1.094 l.C87 1.075 

E.A. 11.9 20.3 20.0 10.6 16.9 13.4 1.122 1.200 1.490 

Baaic North 822.1 938.6 1064.4 810.9 909.4 1037.8 1.014 1.032 1.020 

Product a South 70.l 103.4 112. l 81.3 132.6 138.6 0.862 C.780 0.808 

L.A. 38.2 54.6 58.5 41.1 62.0 63.7 0.930 0.880 0.918 

T.A. 2.8 4.2 3.8 0.9 5.7 5.7 3.000 o. 741 0.658 

N.E. 5.9 10. 7 10.6 9.2 20.5 20.2 0.672 0.521 0.528 

S.A. 11.4 14.3 17.2 13.0 16.2 18.3 0.875 0.882 0.940 

E.A. 5.2 9.6 12.2 7.8 14 .5 17.0 0.675 0.661 o. 714 
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Table A.8. continued 

Capital 

Goods 

Source: 

North 926.3 1153.5 1335.5* 893.1 1802.0 1418.1* 1.037 1.066 0.942 -
South 44.8 78.5 80.8 78.0 149.9 163.3 0.575 0.52/, 0.494 

L.A. 29.3 50.) 50.4 40.8 69.7 70.l 0. 718 o. 72".J i.l. 7} 9 

T.A. 1.2 1.9 1. 7 6.4 12.7 15.3 0.194 0.149 G .. :09 

N.E. 1. 7 4.5 4.7 7.4 30.9 39.6 0.225 0.145 :- .1 L· 

S.A. 8.5 10.3 11.5 rn.3 12.4 13. 7 0.824 0.832 0. 8'~ l 

E.A. 3.9 8.6 9.6 l.6 16.9 17 .9 0.459 0.507 0.534 

UNIIX> data base; infocmation supplied by the Statistical Office of 

the United Nations with estimates by the Unido Secretariat. 

Note: L.A. represents Latin America 
T.A. repreeents Tropical Africa 
N.E. represents North Afric~-Middle East 
S.A. represents South Asia 
E.A • • represerits East Asia 

* Indicates that there is most likely a statistica1 discrepancy in the 
figures for 1977 since the share of production in apparent :onsumption 
would presumable have to exceed unity in at least one region, and North 
is the only region for which this would appear likely. 

Perhaps even more revealing of structural changes in both the North and 

the South with respect to th~ different Dl8nufacturing sectors are the changes 
. h . f d . d . . l/ Sh 1n t e proportion o 0111est1c pro uct1on to apparent conauiJlpt1on .- area 

of gro11 production in 1975 pri::ea in apparent consumption (along with the 

underlying data on production and apparent consumption) for the years 1970, 

1975 and 1977 are presented in Table A.8 for each of the major manufacturing 

!/ Apparent consumption is defined as production plus imports less exports. 



- 15 -

aectora (other than the coal and petroleum products af'ctor vh ich as noted 

above waa already well developed in the South before 19?0). Al though not 

ehovn specifically, net exports at 1975 prices can be computed easily: 

apecifically by sul,tracdng ap9arent consumption from gross production. 

Naturally. I low share cf grosl production in apparent consumption for any 

re~ion implies a considerahle ;iegreP. of net dependence of that region on 

imports, but alao therefore the potentiel for future import substitution. A 

ah•re in ex.:ess of unity, on the other hand, implies the existence of net 

exports. 

Each of the four manufacturing sectors included in T"lble A.8 diaplays a 

rathe~ different pattern of chang~s in these shares. In food processing the 

Korth 1 s share vaa rising slowly while that of the South was falling between 

1970 and 1977. Within the South the shares of gross prllduction in apparent 

conauaption of the same sector were falling especially rapidly for both 

Tropical Africa and North Afric& - Middle East. In both light and basic 

induatry the ahares of the North and South were constant although there were 

aome aignificant and different trends in the differ2nt regions of the South. 

In particular, in light industry the production shares were rising for Latin 

America and eapecially East Asia, but falling for Tropical Africa, North 

Africa - Middle Eaat and South Asia. In basic products the rising shares were 

in East Aaia and South Asia and the falling shares in Tropical Africa and 

North Africa - Middle Eaat. Finally, with respect to capital goods, despite 

rapid growth in production, the shares of production in apparent consumption 

between 1')70 and 1977 fell in the South as a whole and in Tropical Africa and 

North Africa - Middle East, in particular. 

Aaia but quite substantially in East Asia. 

They rose very slightly in South 

The only patterns that are consistent across industries are that the 

aharea of production in consumption of all sectors are rising in East Asia and 

falling in Tropical Africa and Nor~h Africa - Middle East. The latter do not 

neceaaarily imply declines in •11 countries of the region but rather may 

repreaent ahifta in relative income from countries with relatively high shares 

of production in apparent conauaption such as the oil-importing developing 

countriea to thoae with relstively low auch shares as in the oil-exporting 

countriea. 
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A anore coa:pletc picture of the trend• of the North and South fc.c each 

manufacturing s.-ctor can be four.d in Tables A.9 and A.10. Table A.9 pr.,;:oienf.s 

the 3 x 3 lNorth, South and World) trade flow matrice-. ln million• of US 

doll•r• at 1975 prices fo~ each of the 1nme four manufacturing sectors for the 

yean 1970, 1975 and 1977. Table A.10 contains the annual growth ratea "for 

t:ie period 1970-77 corresponding ta and derived from the 1970 and 1977 flows 

pr~aented in Table A.9. These tables highlight th~ ~1ndings (al10 evident in 

Table A.8~ that the Northern exports have been growing much faster than 

SGuth£rn exporte of food products while Southern imports have been growing 

considerably faster than Northern imports. South-South trade in food 

procPsHing, however, has also ~een growing quite rapidly. Although tne 

pattern is somewhat similar for .,asic industry, ln this case South-South trade 

hu been growine, faster than any other flow in the table. For light industry 

and capital goods, however, it is an entirely different story. ~oth Southern 

exports and imports have been growing considerably faater. than those of the 

North. In both cases, moreover. the South-South flows have been ~rowing 

fawter than those cf any other cell in the ~~trix, and in the case of capital 

goods by Quite a large margin. 

7 
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Table A.9. Matrices of Trade Flow• for 1970, 1975 and 1977 by Manufacturing 
Sector•. (In ~illion• of U.S. Collars at 1975 Prices.) 

1970 1975 1977 

Food Proce&1ing 

Destination 
Origin North South World North South World North iouth World 
North 27,832 6,824 34,656 34,678 9,468 44,146 38,878 12,082 50,960 
South 9,877 2,574 12,451 12,753 5,062 17 ,815 8,536 4,396 12,932 
World 37,709 9,398 47,107 47,431 14.530 61,961 47,415 16.478 63,892 

Basic Products 

North South World North South World Nortla South World 
North 87,660 21, 756 109,416 102,980 37,108 140,088 114 ,298 36,527 150,825 
South 10,547 3,232 13, 779 7,917 4,702 12 ,619 9,935 5,584 15,519 
World 98,207 24 ,988 123,195 110,897 (+l,810 152,704 124,233 42, 111 166,344 

Light Induatrr 

North South World North South !Jorld North South World 
North 69,087 14,528 83,615 84,312 20,079 104,391 87,746 23,303 111,049 
South 14, 113 5,912 20,025 17,536 7,970 25,505 21,605 19. 523 31,128 
World 83,199 20,440 103,640 101,848 28,048 129,896 109,351 32,826 142,177 

Capital Good• 

North South World North South World North South World 
North 128,298 38,736 167 ,034 204, 117 82,982 287,099 241,146 97 ,677 338,823 
South 5,600 1,835 7,435 11, 558 6,110 17,668 15,094 8,986 24,081 
World 133,897 40 ,571 174,469 HS,675 89,092 304,767 256,241 106,663 3t2,904 

Source; UNIDO data baae; information supplied by the Statistical Office of 
the United Nation• with estimates by the UNIDO Secretariat. 
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Table A.10. Growth Rate• of Trade Flova (in Real Term•) of Manufacturing 
Sector• by t.orth and South. (in per cent) 1970-1977. 

North 
South 
World 

North 
South 
World 

North 
South 
World 

North 
South 
World 

North 
4.27 

-1.81 
2.90 

North 
3.37 
-.74 
2.98 

North 
3.03 
5.47 
3.48 

North 
8.21 

13.91 
8.45 

Source: From Table A.9. 

Food Proceaaing 

South 
7.40 
6.92 
7.27 

Basic Products 

South 
6.69 
7.07 
6.74 

Light Ind-.stry 

South 
6.08 
6.14 
6.10 

Capital Goods 

South 
12.16 
21.97 
12.84 

World 
4.94 .4., 
3.90 

World 
4.09 
1.50 
3.82 

World 
3.61 
5.67 
4.03 

World 
9.24 

15.82 
9.59 
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Suwry 

The South h•• .. n•ged to •chieve relatively ,-apid growth ra~es of GDP, 

mtnufacturing output •nd export• of manufacturing over most of the last thirty 

}ea.'... Of courae, the period between 1980 and 198:! when the w;:>r ld economy 

h•• been plunged into it• deepest recession since the World Depression of the 

1930•, h•• been an import•nt and rathe;- pa in fu 1 except ion. Never the less, 

deapite it• impressive achievements the South'• shares of manufacturing output 

and export• remain extremely low, slightly above 10 per cent of world 

manufacturing value added and less than 9 per cent of world exports of 

manufacture• •• recently as 1979. The South lags farchest behind the North 

in the capital goods sector of manufacturing where it6 shares of world value 

•dded and export• are both leas than 7 per cent. !his latLer aspect of thi~ 

performance bodes particular difficulties for increasing tt>e overall 

percentage of manufacturing becauae of the rapidly growing shart. of capital 

goods in world manufacturing output and trade. 

Another disturbing aspect of the overall performance of the South in 

manufacturing is the high concentration of the South's manufacturing value 

added in one region, Latin America. Latin America's share remains at almost 

60 per cent of the total in all sectors except coal and petroleum products 

which is of negligible importance in terms of employment. In contrast, 

Tropical Africa's share of the South'• total, at least as of 1979, remained at 

only 4.5 per cent. East Asia's share has ruen rapidly, especially since 

1970, but was offset by a sharp decline in the share belonging to South Asia. 

With growth rates in output and labour productivity varying substantially 

not only from one region to another but also from one sector of manufacturing 

to another, all regions of the South have been experiencing substantial 

changes in the structure of value added, employment, and trade. With respect 

to v•lue added, for 2xample, in most regions, the shares of the traditional 

industrie•, i.e., food processing and light industry, in manufacturing value 

added have b!en declining whereas thos~ of basic products and capital goods 

have been incre•sing. Four oi the exceptions, the rising shares in Tropical 

Africa of light indu1try, and in South Asia of food processing and the 

decrea•ir.g shares of capital goods in the same regio~• are attributable to the 

slow growth in income and yet burgeoning population growth of these regions. 



20 -

The cnly other exception, the rising share of light industry in East Asia i• 

attributable to that region'• remarkable aucceaa in exporting such product• to 

the North. Despite the rapid grc-wt~ of basic products and capital gcods in 

value added, the tradition•l in~J1triea 0 food proceasing and light industry, 

account for more than half of ~anufacturing employment in all region• and over 

three-fourt1'a in Tropical Africa. Only in capital goods and to a lesser 

extent basic products are the Southerr. shares of production in apparent 

consU111ption sufficiently low to indicate much further potential for import 

substitution in the South as a whole. 

• 



- 21 -

B. Criteria for Identifying Potential for South-South Trade and Industrial 

Develof!ent. 

'ltie purpoaH c.f thia aection are: (1) to de .. •elop crit.eria for identifyin~ 

thoae indu1triH vith special potenti•l for development through South-South 

trade and co-operation and (2) tc. apply the criteria eo aa to identify th2 

moat proaiaing aectora and subsector1 of induatry (to be ana lyi:ed in more 

detail in Section• C, and D below). 

While very con1iderable attention haa been given in the existing 

literature to the deteniinants of the international diviaion of labour in 

general and of North-South trade in particular, !/ very little att£ntion 

ha• been given to the determinant• of South-South trade. While the 

con1picuoua lack of attention to the detenninants of South-South trade could 

he excuaed if the deter•inanta of auch trade were likely to be similar to 

tho1e of trade in general, recently however, Krueger, Bhagwati and their 
. 21 h .d d . . . aasoc1ate1 - ave rirov1 e rather conv1nc1ng evidence that, in fact, the 

deteninant1 of South-South trade are quite different from those of 

North-South trade. For example, Corbo and Heller (1978) show that variations 

in factor endowment• a~ro1s different countries, together with variations 

factor-inten1ity acroa1 different 1ectors explai~ the nature of both Southern 

export• to the North and Northern exports to the Souto but not the nature of 

South-South trade. While Southern exports to the North tend to be relatively 

labour-inten1ive and Southern import• from the North tend to be relatively 

capital-intendve (at leaat after 1tandardizing for other factors 1uch as 

akill1 and land), Southern export• to the South cannot be characteri~ed in any 

1uch way. 

If it ii not po11ible to explain the detenninant1 of South-South trade 

aatilfactorily, it vould be difficult and indeed dangerou1 to proceed to the 

identification of 1pecific aectora with the potential for Sou:h-South trade 

!/ Indeed, virtually all of the enormou1 literature on internationd trade 
theory ha1 been devoted to thil iuue, with the claa1ical, neocla1aical 
and product-cycle theories 1tanding out a• particularly important 
alternative explanation•. See for example Cave1 and Jone1. (1973) 

See Krueger Cl977a, 1977b, 1978) Bhagvati (1978) and Corbo and Heller 
0978). 
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and induatdal develop•nt. In view of the fact that induatrialiution hu 

l~ng been viewed •• the pri•ary if net the excluaive motive for 

South-South co-operation efforta,11 thia is inde~d a aignificant ahortcoming. 

-Recently, however, Yeats f 1981, Chapter 3) ha• 1uggeated that Southern 

export• to the South ahould be iabour-intenoive in apite of the afore .. ntioned 

evidence that exiating Southern exp~rta to the South are not 

labour-int~naive. Moreover, in order to demonatrate (and quantify) likely 

sources of potential for South-South trade, Yeats went on to propoae that for 

all manufactured gooda, the technology of which could be cla1aified aa 

labour-intensive (and hence 1ilhich could be considered aa candidates for 

Southern exports to both the North and the South), such potential could be 

me~aured by the minilllUm of the following: (1) the value of Southecn import• 

from the North and (2) that of Northern import• frum the South. Since for 

moat mancfactured c0111110ditiea the value of Northern export• to the South 

greatly exceeds the value of Southern export• to the Herth, in practice Yeata' 

mc&aure of potential for South-South trade is in almost all caaea the current 

value of Southern exports to the North. Applying thia meaaure to a liat of 

industries identified as labour-intensive in previoua atudiea, Yeat1 found the 

potential for South-South trade in induatrial products to be only a amall 

fraction of current imports of the South from the North. 

Althou&h his auggeationa of (a) baaing the meaaur~ of potential for 

South-South trade in manufacture• on the potential for import aubatitution 

(meuured by actual (or projected) imports of the South from the North) and 

(b) proposing that realiatically and economically auch a meaacre would need to 

be qualified by aome ..eaau~e of demonatrated competitiveneaa are both 

well-taken, neither labour-intenaity nor the level of exiating Southern 

exports to the North would aeem appropriate aa meaaurea of demonatrated 

co111p.etivene11. 

Aa a aubadtute for labour-intenaity of technology .u a criterion for 

potential for development via South-South trade and co-operation, it ia hereby 

p7opoaed that the c~iterion ahould be that production ia intensive in the uae 

of factor• which, cnllectively at least, although not available in sufficient 

}./ See Cooper and Hasaell (19f.5), Johnaon (1965) and Bala••• (1971). 
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quantitiee 1n any eingle country of the South, are available in sufficient 

quan>:ity and quelity in the South aa a whole. Likewise as s substitute for 

actual export• of the South to the North aa a measure of demonstrated 

competivene•• 1 ve propoee above-•.,•~age growth rates in both production and 

export• of euch product• by the South. Finally, in recognition of the 

importance of dynamic factors in both the determinants and the effects of 

trade, attention on the one hand ie diverted from those sectors characterized 

by high rates of nev product developtllf'nt but on the other hand is focussed on 

those aectora in which the learning-by-doing benefits of production are 

particularly important. The reason for excluding from consideration sectors 

with high rate• of new product development is that the ability to compete 

eucceeafully in this respect is thought to require investments in research and 

development, ecientific coS111Unitiea of such quality, and institutional 

environments of such size, quality, competitiveness 

(including patenting and copyright systems) aa to 

and sophistication 

go vell beyond the 

capabilities and capacities of developing countriea ln the near future. On 

the other hand, the reason for favouring sectors in which learning-by-doing l& 

deemed important ia that 1 when thia ia the case 1 there is no substitute for 

experience in production aa far as long-term labour skills managerial 

development, and technical efficiency are concerned. Often such benefits can 

be quite eub1tantial and take the fonl' of externalities not reflected in the 

ordinary calculus of internal benefits and couts. 

Table B. l auemble• eome relevant indicators of these criteria ln so far 

•• pouible for each of the three-digit !SIC manufacturing sectors grouped 

into the aforementioned five co .. ocHty groups 1 i.e. 1 food proceuirg, light 

induetry, baeic products, coal a~d petroleum products and capital goods. 

Aa ahovn in the fir1t section of the table, food processing industries 

tend to uee little in the way of •carce resource a - though ln terms of 

capital- intensity they are above-average in one of the indicators. Hore 

i•portantly, how~ver, aa shown in the last column of the table, the share of 

import• from the North in apparent consumption is leas than 10 per cent in 

each such industry. For these reasons the1e sectors would seem quite 

unpromising for development via South-South co-operation. 

Turning now to the light induatriea 1hovn in the second section of the 

table, it can be seen that all are below average in energy-intena'.ty and all 
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e:u.:epi:. ISIC 342 {pd.ntio:g :r.d p~bli~hfog) !!!'!~ !STr. 381 (metal products) are 

low in skill and human capital intensity. Only !SIC 355 (rubber 

products) 1s above-average in capital-intensity. !SIC 342 (printing and 

publishing), however, can be ruled out of consideration on the grounds that it 

has both a high index of nev vroduct development and a share of Southern 

imports from the North that is le88 than 10 per cent. While light industry 

in general would not seem promising for development via South-South 

co-operation, the rubber and metal products sectors would seem to be rather 

promising • 

With respect to basic products, all subsectors except pap~r are 

energy-intensive, and all are either skill - or human capital-intensive or 

(physically) capital-intensive or beth. All except !SIC 361 (pottery and 

china) have shares of Southern imports from the North 1n excess of 10 per 

cer.t, and only !SIC 371 (iron and steel) has a high rate of new product 

development. Except for these two subsectors, therefore, basic industries 

would seem relatively promising for development via South-South co-operation. 

Coal and petroleum products - which in many ways are similar to basic 

products in the sense that they are essentially mineral and fuel processing 

industries - are somewhat similar in that they are intensive in resources that 

are scarce in at least some regions of the South but not others. However, as 

already poitited out this industry is already relatively well developed in the 

South as a whole and also a considerable degree of specialization in the North 

Africa-Middle East region has already been accomplished. 

Capital goods industries are not energy-intensive but tend to be 

above-average in skill - and human capital-intensity, and in some sectors and 

according to certain measures are also (physical) capital-intensive. 

Although ISIC 384 {transport equipment) and 385 (scientific instruments) are 

classified as high in rates of new product development, as showr, in the last 

column all sectors have exceptionally high proportions of Southern imports 

from the North in apparent consumption. With the exception of ISJC 385 and 

390, therefore, capital goods industries would appear especially promising for 

Southern development via South-Soutn co-operation. 

While there is no index of learning-by-doing that is available on a 

comprehensive basis across industries, the machinery and other engineering 
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induatriea) are alaoat invariably conaid•red to be ~aong the higheat. 

learning-by-doing benefit• add to the other credentiah of the capital good• 

and rubber and metal product• induatrie• a• priority aector• for development 

on the baai• of South-South co-operation. 
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Table 1.1. Criteria for Potential Develo119ent via South-South Trade 

and Co-operation • 

ISIC Indicator• of Intensity in Reaource Uae Share of 
Sector Energj"Skilled Huaan d Capital Index of Southern 

Labou~ Capital~ ICOR K/L' VA/LQ. New Product Iaport11 
DC LDC a Development"' fro• the 

North in 
Conauaption d 
of the Soutn 

Food .039 .99 .60 112 .082 
Pr0CHaiDI 
lll/2 Food 
Proceaaing .050 1.46 .82 103 .095 
313 Bever-

age a .034 .60 .48 150 .06~ 
314 Tobacco .034 1.13 .25 179 .042 

~ In atrz .050 L 18.6 .76 .91 8.30 72 .172 
321 Textilea .043 L 17.8 .98 1.32 9.40 64 L .148 
322 Wearin1 

Apparel .043 L 12.0 .46 .49 2.02 49 L .092 
323 Leather .0:5 L 17.3 .76 .63 5.86 53 L .088 
324 Footwear .025 L .60 .45 L .071 
331 Wood .054 12.2 .97 1.09 11.27 59 .108 
332 Furniture.054 L 21. 7 .63 .76 4.52 68 L .150 
342 Printing .055 H 36.2 .63 .66 8.42 94 H .086 
355 lubber .087 L 18.6 1.23 .70 10.19 102 L .245 
356 Plaatic .087 L 18.6 • 72 .88 10.19 83 H .343 
381 Metal 

Product• .039 H 27.9 .90 .65 9.07 93 L .255 

Basic 
'Pr'OlUcta .216 25.5 1.86 1.18 28.85 129 .303 
341 Paper .055 30.l 1. 72 .68 32.94 115 .261 
351 Induat-

rial Chea. .195 H 30.1 2.20 1.90 32.94 116 L .416 
352 Other 

Che•icala .195 H 40.1 .96 .38 57.61 105 L .113 
361 Pottery - L 33.0 1.91 2.61 41.42 193 L .046 
362 Glau L 33.0 1.18 .69 41.42 193 L .176 
369 Non-

Metallic 
Mineuh .198 L 10.0 1.94 1.42 11.04 100 L .125 

371 Iron, 
Steel .415 L 10.0 2.47 2.04 11.04 154 H .446 

372 Non-
Ferroua Metala.415 10.0 1.67 1.27 11.04 154 .434 
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T•nl~ - . - __ .:-.. -~ 
De&e \;UUL &llUCU • 

i'etroleu• and 
Coal Pro-
duct• 3.495 65.6 1.09 .98 126.11 220 
l53Petroleu. 
Refinina 1.868 65.6 1.39 1.06 126.11 220 
354 Petrole\191 
and Coal 
Product• 5.122 65.6 1.04 .70 126.11 220 

caeital 
Goode .035 H 28.4 .77 .69 9.68 107 .603 

382 Non-
Electric 
Machinery .029 H 290 • 72 .15 10.04 105 L .461 

383 EleC• 
Machinery .034 H 30.8 .75 .70 7.12 96 L .471 

384 Trane-
port E«1uip. .041 L 27.1 .86 • 73 11.60 122 H .757 

385 Scien-
tific 
lnetnment• H 41.2 .86 1.21 11.15 117 H 1.264 

390 Other .057 L 17.8 .60 .59 5.67 81 H 

Whole 
Economy .104 28.3 .99 .89 20.52 107 

Notes: •· Coaputed from the eector-epecific i111put value of energy relative to 
the aectoral value added from a 1975 Input-OUtput tahle for France 
that i• in the UNIDO data baee. 

h. From UNIDO 198lh, pp 103-108. 

c. From Bal•••• 1979. 

d. Ca.puted from UNIDO data base; information supplied by the Office of 
Development Reeeerch and Policy Analyeie for yeu• 1967-1977. 

e. Fro• Lary 1968. 

ICOR &epre•~nt• incremental capital-output ratio. 

DC repreeent• developed countriee. 

LDC represent• developing countriee. 

H and L repreeent High and Low, reepectively. 
claeeificatione, ••• the original etudiee. 

For criteria ueed in euch 
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S..-ary 

Four criteria, or more preciaely neceaaary and jointly aufficient 

condition•, are auggeated for identifying aecton vi th potential for 

South-South cooperation and development. 

(1) Technology of production muat be characterized aa being intenaive in 

the uae of the factor• which, although not available in aufficient 

quantitiea in any aingle country of the South, are so available in the 

South aa a whole; 

(2) 11te induatry ahould not require a high rate of new product 

development; 

(3) 11te competiti~eneaa of Southern production ahould be demcnatrated on 

the basis of above-average growth rates in both production and import• of 

auch product• by the South. 

(4) 'nle learning-by-doing benefit• of actual production ahould be 

relatively great 

'nle application of theae criteria lead to the identification of capital 

gooda, basic products and the rubber product• and metal product• subaector• of 

light induatry a• the mcat promiaing for develop-aent on the basis of 

South-South cooperation. 
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and for Induatrialization of the South during the 1980s 

While there are IM!ny other are•• or aapects of manufacturing wherein the 

South may be able to make aignificant progress in industrialization in the 

coming decadea, there ia none ao important in quantitative potential, so 

central to reducing exceaaiv'! and 11emi-perr.anent technological dependence on 

the H?rth, or so vital co the overall development of the South as the develop­

•ent of lts capital good• indu~tries. At the same time, while import substi­

tution at the national ievel has served and will continue to serve as a 

vehicle for industrial growth in the South of some industrial sectors, 

eapecially finished consumer goods, and exports to Northern markets Ckn 

constitote a logical source of growth for raw material proceB&ing industries 

and light industries, neither strategy is viable or appropriate for capital 

goods industries. On the one hand, the development of any such ind us try in 

the South requires a size of market, a degree of specialization and division 

of labour, and especially a level of sophistication in marketing and technical 

knowhow, that go well beyond the bounds of what is feasible in even the most 

ambitious of national development plane of developing countries. On the other 

hand, since a major, (though not necessarily dominant) reason for the 

development of capital goods industries in the South is to develop capital 

goods that are more appropriate to the relative factor endowments and 

amal 1-acale condition• of developing countries, and since the most rapidly 

growing :narketa fo capital gooda are in ti-le South, it is appropriate that 

market• for their output be sought primarily in the South. For these reasons, 

not only may the aubstantial developmtnt of capital goods or engineering 

induatriea be conaidered beneficial and feasible only within a i>rogra111111e of 

South-South co-operation, but 'lao and at the same time capital goods 

develo~nt may be expected to constitute one of the principal foci for 

South-South co-operation :n industrial development. 

'!'his section ia organized as follows: The rationale for the development 

ot capital goods industries in the South, which wea in part developed 1n 

Section B above is further developed in Part 1. This ia followed in Part 2 by 

an overall account of both the obstacles to the development of such industri~s 

in the South and the means of overcoming them. In Part 3 the recent 

ex(ll!rience in production at.d trade of dt!veloping countries and regions thereof 
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!'~l~tiv~ ti'.' th~ !"Ht of the world ia ex .. ined fro• th• point of view nf 

identifying •pecific •ub•ectora of capital aooda for which there exi•t• 

con•iderable potential for development on the baai• of South-South 

~ o~-oper at ion • 

1. General Rationale for Capital Gooda aa the Focu• for lnduatrial 

Development and South-South Co-operation during the 1980• 

\.'hile the rationale for •phuia on capital good• in induatdal 

development of the South and in South-South co-operation h .. been stated in 

Section B above, becau•e of the iaportance of •uch an emphaaia and the degree 

of its departure from orthodoxy, aoae repetition and further articulation of 

the argument would •eem warranted. 

As noted above, the South'• overall •hare in world exports (at current 

pricea) had reached more than 30 per cent by 1973!/ and apparently ha• ri•en 

•lightly •ince then. Indeed, the South'• ahares of world export• of agricul­

tural and energy product• are con•iderably higher (currently about 36 per cent 

and 70 per cent, reapcctively). Only in manufactures exports ia the South'• 

•hare relatively ll>w (about 10 per cent) and in 111o•t categoriea of Nnufac­

tured good• it ia considerably higher than that. Notably, it ia 18 per cent 

in consumer non-durable•, 9.5 per cent in intermediate goods and 9 per cent in 

con•umer durables. In great contrast, however, the South'• •hare in world 

export• of capital good• was only a little over 6 per cent as recently a• 

1979. Likewise, al though the South'• share in world conauaption of capital 

good• i• high and rhina, the South'• share in world value added in the 

capital goods indu•triea of only a little over 5 per cent a• recently aa 1979 

lag• far behind that of the South in all other aectora, includina even the 

other manufacturing sectors where that •hare exceeds 10 per cent. 'lbe overall 

backwardne•• of developin& countrie• a• a whole with respect to capital aooda 

indu•triea becomes even areater once one realise• that, becauce of the con­

centration of Southern capital 1ood1 production in the 10-12 newly indu1trial­

i&ing developing co1JntriH (11IC1), llOlt developing countrie1 have no capital 

good• indu1try what•oever (UMIDO 198la). 

!/ See Table C.l below. 
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lov deepite the fact that So•Jthern demacd for capital good• conatituted over 

20 per cent of world de .. nd, import• of capital goods by tbe South are 

eatimated to conetitute 30 per ~ent of the world's total. For this reason t~e 

development of capital good• can be coneidered to be an important and indeed 

atrategic element for the development of the South. Not surprisingly, there­

fore, Southern capital good• or engineering induatries have frequently been 

put at the top of the list for apecial attention and priority treatment in 

international meetings and conferences of developing countries. Among the 

11<>et important such conferences have been the Lima Declaration and Plan of 

Action on Inluetrial Development and Co-operation, UNIDO's Second General 

Conference held in Lima, Peru in March 1975, the New Delhi Declaration and 

Plan of Action, and numerou• other conferences and documents of UNIDO and of 

other regional and international organizations. Such plans, however, have yet 

to be either fully justified on economic grounds or articulated into a feas­

ible progra11111e of implementation. Nor has the potential role of South-South 

co-oper.ation in both auch activities been sufficiently well developed and 

apelled out. 

While the !act of under<ievelopment of Southern capital goods industries 

may be rather clearly established• this is hardly sufficient for justifying 

their dev~lopment as a priority for the South and indeed for the world. What 

was pointed out in section B above ia that capital goods production tends to 

require inputs which are not all available in sufficient quantity and quality 

in any one region of the South but which are available in the South as a 

whole. But can the high piiority to capital goods production in the South be 

justified? Ia it feuible and efficient for the South to produce its own 

capital goods? In the following paragraph•, we argue that the answer is "yes" 

and we attempt to explain why such an an aver ia appropriate. Indeed. it is 

argued that there are several reasons for believing that these sectors are 

fully deaerving of priority treatment both for industrial development of the 

South and for South-South co-operation. The pros and cons of Southern capital 

goods production and of South-South co-operation in this industry are 

developed un~er the following three headings: static efficiency, dynamic 

efficiency a"d appropriate technology. 
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a) STATIC EFFICIENC~ 

For example, in terms of labour productivity of developing countriea 

relative to that of developed countries, and employment per unit of 

capital as a measure of labour-intensity, capital goods industrieo, - in 

general, are generally no better than average (Pack, 1981; Mitra, 1979; 

UNIDO, 1981). 

Host studies assign priorities among industries for development by 

the South on the basis of traditional static criteria such as relative 

factor productivity, or factor-iPtens~ty. On both of these counts capital 

goods industries, at first glance at least, do not appear particularly 

attractive,~/ th~reby accounting at least in part for the exceptionally 

low shares of the South in both production and exports of capital goods. 

Nevertheless, there are several fMctors that should be considered in 

this respect. First, with respect to labour-intensity, while capital 

goods industries as a whole are of only average labour-intensity among 

manufacturing industries, the variation in labour-intensity among sub­

sectors of this industry is sufficiently great that subsectors, such as 

agricultural machinery, office machinery, metal-working machinery, ships 

and boats, etc., are, indeed, some of the most labour-intensive of all 

industries (Rahman, 1973; Lary, 1968; Hufbauer, 1970; UNIDO 198la, 198lb). 

The second such consideration concerns economies of scale. The 

dominance of industries by large firms is usually considered to be 

indicative of the importance of economies of scale. The existence of such 

economies is, in turn, considered to make it Jifficult for developing 

countries (especially those characterized by small markets) to be 

competitive with dev~loped countries which, bec1use a~ their greater 

market size, are better able to take advantage of these economies. The 

fact that there are, indeed, numerous capital goods, such as woodworking 

machinery, conveyors, dies, tools and jigs, and machine tool accesRories, 

where small firms dominate and hence where scale economies are not 

See for example the not particularly low levels of capital and skill 
intensity of this sector as shown in Table B.l. above. 
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important, implie• that production of at leaat aome capital good• in 

developing countries 111ay not be disadvantaged by economies of scale 
.d . 3/ cona1 erat1ons.-

Third, even within aubaectora of the engineering or capital goods 

industry, coat studies of auch induatriea in developing countries reveal a 

great deal of variation in efficiency and coat from one firm to another. 

Such variations tend to underscore the importance in the determination of 

comparative coats and hence efficiency comparison• of management and other 

firm-specific characteriatica (r.-efficiency, etc.) relative to the more 

traditional determinants of such coats, namely factor proportions. Some 

capital goals producer a in developing countries are, therefore, bound to 

be competitive even in the lea• labour-intensive aubaectors of capital 

goods (Mitra, 1979i Pack, 1981). 

'nte implication of these conriderationo is t~~t factor-intensity, 

relative factor efficiency and scale economies cannot be considered funda­

mental obstacles to the development of capital goods in developing coun­

tries. Some subaectora of capital goods are labour-intensive and yet alao 

are not characterized by economies of scale. Static efficiency would seem 

to depend to a much larger extent on more particular factors, such as 

quality of managerial personnel, plant layout, and information availabil­

ity, than upon factor• more closely associated with traditional (neo-

classical) trade and development theory. Even currently inefficient 

and/or unprofitable fir111• may become efficient and profitable with 

improved management, better information, better plant layout, and so on. 

'ntia-doea not necessarily mean th~t static efficiency considerations 

would make all or even any capital goods industries viable in all devel-

oping countries. Indeed, thue are other considerations that may well 

limit the number and typ<. of developing countries in which anything more 

than the illOSt rudimentary capital goods sector can be developed. Host 

importantly, many subsectors of capital goods tend to be skill-intenai~e, 

3/ See especially Mitra (1979), UNCTAD (1982). 
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i.e., they require large a11e>unta of akilled labour which frequently ia 1n 
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are ao.e developing countriea, auch aa India, Pakiatan, Egypt, Sing•pore, 

Argentina, and Lebanon, where •killed labour ia in abundant aupply, and, 

indeed. where the lov-vage advantage of developing countrie• ia even 

greater than that with reapect to unakilled labour. It ia alao the caae, 

once again, that there are ao.e capital good1, auch aa railway car•, 

trailer•, truck aeae•bly, and hand tool•, where skill• are not i•portant 

(UNIDO, 1981),and hence where production of capital gooda .. y be both 

feaaible and economic even in countriea not well-endowed in akilled labour. 

Hence, on balance, even on tne baaia of traditional atatic efficiency 

conaiderationa, there ia little reaaon to doubt that at leaat aose type• 

of capital good• could be produced and exported in moat developing coun­

tries and that aubatantial capital good• sectors could be developed in 

thoae countriu of th~ South with eapecially low wage rates and a•ple 

auppliea of akilled worker• and good manager•. 

b) DYNAMIC EFFICIENCY 

The diviaion between atatic efficiency and dynamic efficiency ia, of 

cour1e, an arbritrary one. Mention haa already been made in the above 

diacuaaion of atatic efficiency of the fact that plant layout, management 

and other element• of non-traditional atatic efficit.ncy are likely to be 

of greater importance in det•rmining the viability of capital goods pro­

duction in developing countriea than the traditional sources ::>f atatic 

efficiency, auch aa factor proportiona. A crucial ingredient of the 

efficiency of a fir111 at a aingle point in time ia ita utilization of the 

phyaical and human capital at ita diapo .. 1 (Mitra, 1979; Pack, 1981). 

Since insufficiency of .. rket tend• to be a m.sjor cause of underutili­

zation and becauae .. rket penetration tenda to require both time and 

investments in the foni of aalea promotion, the attainment of efficiency 

can be aeen aa a dynamic proceu. 'ntia ia particularly true in capital 

good• becau•e ability to market quite naturally depends to a large extent 

on experience-in-uae, including the coat and ti•elineaa of aaintenance and 

the availability of replacement part•. 
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Since llYny auhaectora 

dized good•, e.g., machine• of different •ize, power and funct{on, the 

aarket for any one of which may well be rather small, the utilization and 

hence efficiency of plant• producing capital goods can be enhanced by 

producing aeveral product lines within a •ingle plant. On the other hand, 

there are "down-time" co1Jt• involved in switching from one product line to 

another implying that efficiency can usually be increaaed by lengthening 

the duration of the production runs of individual product line. and by 

concentrating on fewer product line•. 11tia can be done either by 

ir.crea•ing market size (through penetration of new markets) o~ by 

increasing the degree of •pecialization in •atisfying given market demand 

through a •YStem of •ubcontracting or the co-ordination and specialization 

that can be arranged hy multinational or transnational corporations (TNCs). 

By and large, engineering or capital good• industries are particu­

larly notable for the •ub•tantial amount of learning-by-doing that derives 
4/ from experienc.. in producing them.- If these learning-by-doing 

benefits are derived by agents external to the firms themselves ,2../ and 

hence if externalities arise, these externalities can justify policy 

intervention, aa for example to subsidize production and/or export of such 

indu•trie• {Mitra, 1979). Nevertheless, since the source of such 

benefit•, their magnitude, and the particular parties that derive the 

benefit•, all vary conaiderably from case to ca•e, each such ca•e mu•t be 

thoroughly invHtigated before the appropriate policy (if any) can be 

identified. In any ca•e, however, aa a general rule, the 

learning-by-doing benefit• tend to be •ubatantial, implying that (directly 

»r indirectly) reduction• in the •ocial co•t of production may be expected 

f:o occur a• experience in production ~ccuaaulatea. An even more coamon 

foTI11 of the1e learning-by-doing benefit• i• the greater ability to inno-

See Hinch 0956), Alchian (1963) Rapping 0965), Sheahinaki 0967) and 
Dudley (1973). 

1/ While thi• may occur in vniou• circum•tance., it frequently occura when 
the worker• or aanaaer• who do the learning are free to move to other 
finas or to other countries, or when the worker• or manager• are recruited 
from abroad. 
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v•tll', to proLuce new products, and/or to penetrate new markets (such as 

those in the North) that derives from experience in production and 

marketing. Whereas in other industries there may be advantages of 

delaying entry into the industry in oroer to take advantage of more 

up-to-date technology, in capital goods the delay of entry may well impose 

substantial opportunity costs on would-be producers in the fonn of the 

learning-by-doing benefits foregone by such delay. 

Another dynamic benefit of capital goods industries for the South is 

the various kinds of linkages that such industries exert on and to other 

parts of the economy. Capital goods industries generally rank above­

average on interindustry linkages (both forward to industries using 

capital goods and backward to industries providing the inputs for su.-:h 

industries). As already mentioned, they also exert "final demand" 

linkages, i.e., linkages to skilled and unsH lled labour and thereby to 

the conaaouity-;..ectors producing the commodities demanded by such labour. 

While as Pack (1981) points out, the development of capital goods in the 

South can be impeded by inefficient, high-cost production of the inputs to 

such industries, in the long run the linkages exerted may induce new 

investment decisions in such industries and/or increased utilization of 

capacity, either or both of which may raise efficiency in such sectors. 

Since none of these dynamic benefits is likely to be realized unless 

there are both incentives to take advantage of them and pressures to pro­

duce efficiently, blanket protection of infant capital goods industries in 

the South is not the answer. A certain degree of openness to competitive 

forces must be provided in order that these benefits be realized. The 

opening up of the South to competition from other Southern producers but 

not necessarily free of protection from Northern producers may be one 

mechanism for accomplishing this. 

It has long been noticed that technologicd innovations and dynamic 

efficiency improvements tend to a~pear more frequently and to be of 

greater significa~ce in growing industries than in atagnant or declining 

ones (see e.g , Schmookler, 1966; Rosenberg, 1968). Whereas the tradi­

tional industries which have been at least partially redeployed to the 

South, such as textiles, leather, end wood products, are declining indus­

tries, capital goods industries are of rapidly growing importance in 
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production,~/ employmentZ/ and trad~/ in the \;Orld as a whole, 

making it likely that, in thE long run at least, there will be more 

in:1ovation and technical change in capital goods industries than in other 

industries. Many of these changes are of the learning-by-doing variety 

which accrue only to those with experience in production. 

As pointed out in Sect ion B above, another dynamic factor which, in 

the short-to-medium term at least, is likely to serve as an obs ta~ le to 

development of an industry by developing countries, is a high rate of nrw 

product creation or product modification. If a certain product-lint: or 

subsector of activity is characterized hy a rapid rate of product 

modification and redesign, the greater ability of Northern firm& to invest 

in product modification and design and research and development will make 

it difficult for Southern producers - even if competitive at one point in 

time - to remain competitive over time. Shorter product ion runs wi 11, 

moreover, tend to decrease utilization rates and hence in.::rease costs. 

These considerations imply that it may be wise for Southern producers to 

avoid specializetion in 

d d .f. . 9/ pro uct mo i ication.-

product lines characteri~ed 

As pointed out in Table 

by high rates of 

B. 1 above, th is 

characterization is more typical of certain subsectors within transport 

equipme~t !SIC 384 and scientific apparatus !SIC 385 than other subsectors 

of capital goods. 

c) APPROPRIATE TECHNOLOGY 

A very severe constraint on industrialization and economic develop­

ment of the South is the narrowness of the technologica 1 choice as to 

factor proportions and scale of production (sometimes referred to as the 

technological shelf) that is available to developing countries. The 

problem that arises from the narrowness of the technological shelf is that 

there is relatively little room for choice among different technologies, 

See Table C.14 below. 

See T«ble C.15 below. 

See Table C.l below. 

See especially UNIDO (1981a I 198lb). 
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e.g., very little opportunity to substitute the labour which is generally 

available in abundant supply for capital which ia ~" 11ud1 

most developing countries. Virtually the entire range of technological 

a!ternatives for industrial production that u available to developing 

countries, moreover, is quite inappropriate to the conditions of such 

countries. The available technology tends to be of such capital-intensity 

and large scale as to prevent developing countries from industrializing 

without also increasing unemployment, income inequality and poverty in the 

process. An important factor contributing to the narrowness of the 

technological shelf is th~ overwheb1ing concentration of capital goods 

product ion in the North. Since the share of Southern markets in the 

North's production of capital goods has (until recently at least) been 

smali, the South has been a mere minor appendage to the market for capital 

goods produced in the North and designed for the economic conditions of 

the North. The small size of the capital goods markets in the South, 

especially at the national level, is hardly sufficient for justifying 

research and development expenditures (R and D) by such industries to 

develop capital goods that are more appropriate to conditions of the South. 

While it may be relatively difficult and expensive in terms of in­

vestment costs to develop an entirely new "alternative" and "appropriate" 
10/ 

technology as recent experiments have demonstrated.- smaller sea le and 

more labour-intensive technology may be found rehtively easily in the 

older vjntages of capital goods produced in the North. In some cases, of 

course, the older vintages of capital goods are associated with 

significantly lower technical efficiency, implying that developing 

countries would have to sacrifice efficiency in order to utilize smaller 

scale and more labour-intensive techniques. Naturally, such a sacrifice 

may not be economically or socially profitable. In other cases, however, 

the production of older vintages of capital goods in developing countriea 

would make it poasible for Southern capital goods industries to provide 

Southern producer• of other goods with capital gooda of acale and 

factor-intensity characteriatics appropriate to local conditiona quickly 

and efficiently without requiring coatly and 

inveatments in R and D • 

time-conauming prior 

.!Q./ See, e.g., the 1tudie1 reviewed in the special isaue of World Development, 
Vol. 5, No. 10, October, 1977). 
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Acimicteciiy ihe .t - - -U•'-• .a;;ailoh !~ o~ the ~bi li ty of developing country 

producers to produce capital goods which are at the same time technically 

efficient and more appropriate to local conditions is quite limited, and 

that which ia available is hardly overwhelming in supporting the ability 

of Southern producer8 to produce such goods. One must rememLer, however, 

that moat of the available data on Southern producers is from 

comparatively large firms, and, as Mitra 0979) and Pack 0981) suggest, 

smaller scale prodccers in developing countries are more likely to adapt 

technology to local conditions than are either larger producers in 

developing countries and/or producers in dC?veloped countries. In part, 

this may be explained by dualistic factor markets wherein smaller firms 

face lower wage-rental ratios than large firms. Small firms are also less 

likely than large firms to be in a oosition to afford licensing 

_.rrangementa whereby Southern firms gain access to foreign technology that 

is modern and technically efficient but (as suggeeted above) also quite 

frequently inappropriate for local conditions. Without such sccess, small 

firms may well be forced to innovate with relatively simple technologies. 

Also, small-scale production affords greater specialization, longer 

production runs, and fuller utiliz.ation of capacity, which (as suggested 

above) are all factors which tend to raise efficiency and lower unit costs 

in the production of capital goods in the South. 

While it may be difficult for Southern producers to become and remain 

competitive when a high rate of new product development is require~. this 

should produce conaiderable success on the part of Southern producers to 

produce with more labo•Jr-intensive techniques and be less dependent on 

scale economies than their counterparts in the North (Amsden, 1977; 

Cortes, 1978; Pakistan, 1976; Pack, 1981). Over time, moreover, the 

a~ility to change the imported technology to fit local ccnditions is 

likely to increase. In view of the importance of the technical efficiency 

embodied in capital goods for the productive use of such goods in that 

Southern industry, however, it can hardly be underscored sufficiently 

Southern capital goods production is likely to remain viable only if it is 

produced in relatively open economies in which domestic producers are 

under continuous pressure from foreign competitors to be more efficient. 

While traditional trade theory has yielded the implication that 

developing countries concentrate on primary and other co111111odities whic.h 
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are the most labour-intensive, and modern product-cycle theory that they 

should focua on mature industries, since both types of industriea are 

declining in importance, redeployment of auch induatriea to the South 

would hsve tn proceed at unrealiatically high rates in order for 

developing countries to gain and hold on to anywhere near adequate aharea 

of world trade and industry. While there may be a atatiatical 

aHociation between level of development and ahares in world proauction 

and trade of relatively young and growing induatriea, in view of the 

importance of the learning-by-doing benefits arising from the production 

of capital goods, any conclusion to the effect that such industries should 

be allocated to developed countries may be less a logical necessity than 

an artifact arising from gravitational factors and the lack of experience 

of the South in capital goods industries. Moreover, if the South would 

concentrate on producing different capital good• than the North, in 

particular thoae with factor proportiona and scale which are more 

appropriate to Southern conditions, it may be much easier for the South to 

enter and rP.msin competitive at least in Southern markets, than has 

generally been presumed. 

Another factor to be cons'-dered in the appropriatenesa of Southern­

produced capital goods for Southern markets is th~t of income-related 

quality. There is substantial evidence that the market for capital goods 

is rather segmented. Northern-produced capital goods are a~propri.ate and 

suitable for the high-income, high-quality end of the ;narket. But 

capital goods produced in the South, though cheaper, are often of lower 

quality and in particular of less durability than those produced in the 

North, and hence are more appropriate for the low-income and low-quality 
11/ end of the market.~ Naturally, their lower price must more than 

C'ompensate for their lower quality in order to make them competitive. 

Never the less, at least for thol!e regions of the South where the user 1 a 

time and also repair and maintenance services are relatively cheap (the 

principal exceptions at present being the oil-exporting countries of North 

Africa and the Middle East), lesser durability and greater :implicity are 

indeed not inappropriate characteristics of capital goods. 

!!/See especially Amsden (1977), Mitra (1979), and Agrawal (1981) for 
detailed demonatrations of this point. 
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2. Obataclea to the Develo~nt of Capital Good• Induatries 1n the South 

Some exa•plea of the .. jor iapedimenta to the deveJonment of capital good• 

induatriea in the South h~ve already been mentioned. t'irat, implicit in the 

importance of the learning-by-doing benefits of capital goods production i• 
the diaadvantage of being a lateco.er to the induatry. Second, the difficulty 

of attaining an en•1ironment capabb of generating innovation• on a continuoua 

beaia in order to re .. in competiti~e with Northern capital gooda can hardly be 

exaggerated. t1lird, it ia not always poaaible to produce .. chine• more auit­

able to developing country conditions simply by iaporting capital goods pro­

duction line• of older vintage from the North without paying a hi&h coat in 

term• of lower technical efficiency. Fourth, aorne c&pi ta l good a induatriea 

are intenaive in inputs, such as capital anci skilled labour, vhic~ are gener­

ally in abort aupply 1n developing countriea. Finally, some capital gooda 

industries are aubject to high rates of product modification, requiring fiTIDB 

not only to be in a position to finance substantial R and D expenditures, but 

aho to po11ea1 th~ technical ability to derive productive and profitable 

results from such experiments. Both of these requirements may pose 

substantial difficulties for producers in ~eveloping countries. 

None of these difficulties is, however, fatal ot all-pervaaive. Indeed, 

in each case ways of gettL.1g around or mitigating these difficulties have aho 

bee& mentioned. Indeed, a• •hall be pre1ently pointed out, the means of doing 

so may well be largely or even completely within the various regions of the 

South without requiring beneficial actions on the rart of the North to carry 

them out. 

11le fir1t 1uch difficulty pertains to the 1tructur£ of relative prices, in 

general, and of effective protection, in particular. Since individually 

developing countries are amall relative to the re•t of the world, domestic 

prices (for trad~d good• at leaat) are generally determined by foreign pric~• 

converted into local currency term• by the relevant exchange rate plua the 

nominal tariff rate on, or th~ tariff equivalent of existing non-tariff 

harrier• to, •uch imports. 11le structure of domestic relative prices is thus 

determined in large part by the structure of nominal tariff rates (tariff rate 

equivalent• of non-tariff barrieTa) acrou the various commcdities. Becau1e 

raw material and intermediate input• are relatively important in virtually ~11 

manufacturing activitiea (including capital goods indu1tries), profitability 
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and hence the incentives for domestic production of such goods are also 

affected by the st!'ucture of protection of the connodity inputs. Because of 

this the concept of the effective rate of protection has be~n developed so as 

to take into account both the tariff rates on the finished product and the 

weighted averat,e of the tariff rates on the various coD1DOdity inputs. the 

weights being the relative shares of such inputs in total production. Given 

technology and factor efficiency, then it is the effective rate which 

determines the profitability of domestic value added in a particular 

industry. Existing studies of effective protection have tended to show that 

the structure of protection in developing countries is distorted in such a way 

as to provide extremely high rates of protection for infant-industry finished 

consUll!er goods. The corrolary to high rates of effective protection for 

finished consumer goods production is, however, very low, or even negative 

rates of effective protection for raw materials and capital goods industries. 

Low or negative effective rates for capital goods arise because the nominal 

rates of protectiou on machinery are generally low whereas those on the 

intermediate inputs like st<!el or metal products are high. Even if the 

nominal rates on capital goods should not be low in the official schedules, in 

practice they are still likely to be low as a result of the ind~strial 

investment incentives that are in effect in most developing countries which 

grant tariff exemptions on imported machinery to new investment. In some 

developing countries the relative protection of finished goods producl.ic.on and 

descrimination against the use of labour and in favour of imported ca~ital are 

further compounded by discriminatory tariffs and other restrictions agair.st 

old machinery and old machine-producing machines. The result of such 

discriminatory trade and exchange rate policies througho1,,t much of the South 

is that, while the use of capital goods in the South is encouraged, capital 

goods production in the South is discouraged. These considerations go a long 

way toward explaining the underdeveloped state of Southern capital goods 

production and the heavy technological dependence of the South on the North. 

These same influences, moreover, tend to make equitable, full-employment 

growth in developing countries difficult to achieve. 

A second important additional obstacle to development of capital gooda 

production in the South is the inadequacy in aeveloping countries of activi­

t iea for financing and servicing such goods. While capital goods producers in 

developed countries generally have at their disposal mechanisms for financing 

the purchase of such goods and for servicing and maintaining them, especially 
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1n foreign markets, such mechanisms rarely exist 1n developing countries. 

This does not imply that such instruments cannot be created. It does suggest, 

however, that in order to be able to compete, even in Southern markets, with 

capital goods produced \n the North which are accompanied by means of financ­

ing the purchase of such goods, of maintaining them, and of replacing thefr 

components, Southern producers must also be able to finance and ser.vice their 

capital goods. These are admittedly no easy tasks. 

A third difficulty and one which has already been mentioned is that of 

arranging for specialization in production so as to take advantage of both a 

division of labour in the form of long production runs and variations in 

resource endowments without at the same time leading to underutilization of 

capacity, a perennial problem in such industries. 

It is instructive to note, however, that the resolution of each of these 

additional p-.:-oblems in no way depends on actions of the North. The South, 

itself, has the power to overcome or at least to mitigate these difficulties 

if it really wants to. 1~/ To do so, however, may require a considerable 

amount of co-operation among countries of the South. It is precisely for this 

reason that South-South co-operation is seen as the sine qua ~ of effective 

development of capital goods industries in the South. We proceed to take up 

the manner in whi.:'- each of thEse obstacles can be overcome by South-South 

co-operation. 

The lack of sufficient incentives for domestic production of capital goods 

in the South (brought about by the low or negative effective rates of protec­

ti~n prevailing in developing countries) can be overcome if and only if such 

countries are wi!ling to change their structure of protection. In view of the 

entrenched position of many infant producers of finished consumer goods in 

developing countriea, it may prove ~iolitically difficult to reverse the 

structure or protection so as to reduce t~e protection to producers of "final" 

consumer goods and to increase it for producers of capital goods. It could 

l!/ As will be discussed below, an exception is the case of the tieing of 
Northern aid to the purchase of capital goods proC:uced in Northern donor 
countries. 
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prove easier to do so within • customa union context wherein domestic politi­

dan• could paea the blame for such changes on to the requirements of an 

integration acheme which would compensate prod~cers of final goods with better 

aarketing poaaibilitiea in other Southern regions. As has been noted else­

where in thia report, however, it is very difficult to put together ancf to 

maintain over time effective trade agreements of this sort. Hence, attempts 

to correct the bias against capital good• in this way may not b~ productive. 

What may be easier to accompliah, however, espP.cially in a broad South-South 

co-operation context, ia the practice of PJ:>re realistic exchange rates. 'lllese 

would have the effect of lovering the relative importance of tariff• and other 

trade restriction• on the structure of relative prices in developing coun­

tries, thereby decreasing the degree of discrimination against Southern 

production of capital goods. Without r.ecessarily getting agreement on both a 

free trade area and a co11111on external tariff rate for capital goods, the 

effective aize of the market for Sol!thern production of such goods could be 

increased by producing such goods within multinational companies owned ~ointly 

by variou• nations of the South (HJVa) and getting such countries to treat the 

output (or even a part thereof) of such eoterpriaes as domestic production 

which is exempt from duties even if that output is actually generated partly 

or wholly in another Southern nation. As such exemptions for Southern 

multinational producers of capital goods would be phased in, the industrial 

investment incentives on new investment could be phased out (or down), thereby 

benefitting the Southern producers of capital goods, but without bringing 

about reductions in g~vernment revenues, as is typically the case with customs 

unions. 

With respect to the second obstacle, the lack of a system for financing, 

maintaining and servicing Southern capital goods deployed throughout the South 

in a way that would be competitive with Northern producers, HJVs would also 

seem like an ideal, and probably also unique, vehicle for accompliehing these 

vitally important functions. Specifically, such capabilities require finance, 

managerial capability and skilled labour, all of which are unlikely to be 

available in sufficient supply to any individual national producer. Only by 

drawing upon skilled labour, management and o?xpertise from the NICa, finance 

from petroleum and other primary product-exporting countries, and cheap labour 

from other leas favoured developing countries, can all the neceaaary 

ingredients of the support for capital goods industries in the South be 

developed. 
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Finally. ve coae to the extre-ly i•portant problea of accoapliahing 

1pecialiaation 1 lona production run•. and the adherence to an agreement 

wherein MJVa are afforded domeatic enterpri1e atatua. A• ha1 alre•dy been 

pointed out• apecialia•tion in production require• co-ordi,.•tion among 

different producer•. and indeed in the caae of the South•• a whole. wh•t-i• 

more difficult. coordination a1tOng producer• in many different countrie~. 

Moreover, if producer• are t~ be aaall 1 aa vaa argued above would tend to be 

the caae for aucceaaful capital good• production in the South. the problem of 

co-ordination ia multiplied. Only large TNC• tend to be capable of organizing 

... 11 developin& country producer• in thia way. and even in auch caaea the 

experience ha• been liaited to a relatively few countriea (which are 

particularly auitable fer •uccea•ful aub-contracting) and induatrie1 which are 

aiaple enouah and have aufficiently well-known technologiu and markeu to 

aake aubcontr•ctiag viable. 131 

Licendn1 agree .. at• would be aa alternative mechani•• for allowing for 

technological flov• between regions of the South. The lack of an effective 

patent ayatea in the South, the lack of inforaation on developing country 

producer• aad the greater importance of learning-by-doing embodied in 

:Jaanage8ent and akilled worker• in capital good• induatriea, however. all act 

ao aa to li•it the uaefulnea• of licenaing agreement• tran1ferring technology 

frOll one country to another. and aerve to undercore that advantage• of KJVs in 

thia context. 141 Arma-length contract• between producer• in different 

countriea and eapeci•lly between different developing countrie1, in which 

economic and political condition• are much more volatile than in developed 

countriea, are exceedingly difficult to create, monitor and enforce. By 

bringing the varioua producer• and agents together within a aingle 

profit-aeeking enterprhe in which all agents ahare mutual benefits of the 

aucce••ful fulfillment of their individual reaponaibilitie1, transactions 

coat•• inforaation coat•, and enforcement coat a can be reduced to manageable 

proportion•. Otherviae 1 it would be very difficult to aee how Southern 

pro<iucera vould be able to take •dvantage of the aforementioned sizeable 

benefiu of apecialization 1 amall acale, full utilization of reaourcea, and 

reaource complementarity that aeea eaaential to a viable capital gooda 

.!11 See Sharpaton (1975) 

l!!/ See Well• 0981) 
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industry. Moreover, only if the equity capital of such multinational 

companies of developing countries is widely subscribed to, and the activities 

of such companies are widely dispersed among countries and regions of the 

South, will the existence of such companies be seen as equitable. Only if 

they are regarded as such will countries become and remain willing to treat 

them as domestic enterprises and hence to serve as an implicit customs uniofl 

but without the difficulties of arranging and maintaining such a union. 

One important obstacle to Southern production and exports of capital goods 

which cannot be removed by actions of the South alone is that of aid-tieing by 

the North. An important and perhaps ever-increasing proportion of bilateral 

official development assistance from the North to the South is in the form of 

tied-aid wherein recipient countries are required to import th~ machinery and 

other components of the development projects supported by the donors from 

donor country suppliers regardless of the cost of such suppliers. This is an 

important problem. While in principle, it may be possible for recipient 

countries to ban tied aid or to agree not to accept it, in practice such aid 

boycotts are not likely to get very far without the willingness of developed 

donor countries to co-operate. 

3. Potential for Development of Capital Goods Industries 

While the general case for both the development of capital goods 

industries in developing countries on the basis of South-South co-operation 

and foe the role of Southern companies in those processes has been made in the 

preceeding sections, no indication has yet been given of by how much Southern 

production might increase or of which types of capital goods. 1be resolution 

of these heretofore neglected issues is the purpose of the present section. 

In order to achieve these objectives, however, we first require a measure 

of potential for development of Southern capital goods through intra-South 

trade and co-operation. As a starting point and as an extreme upper bound 

estimate of this potential, one might take the total value of imports of the 

South from the North at the current time or perhaps even that projected to a 

target year in the future, in this case 1990. Such a measure wou 1 d be valid, 

however, only if it were realistic to assume that, on th~ basis of the 3outh 

as a whole, it would be possible and economic to substitute for all of the 

South's current imports from the North. As shown in Table C. l this measure 
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Table C. l. Trade in Capital Goods and Total Trade of the North and 
the South: 1963 1 1967 1 1970 1 1975 1 and 1978. 
(In millions of U.S. Dollars at Current Prices.) 

Region of Destination 
Region of NORTH SCUTH TOTAL 
Origin Capital Total Trade Capital Total Trade Capital Total Trade 

Goods Goods Goods 

North 

1963 26,531 95,662 9,277 25,186 35,808 120,848 

1967 42,997 139,301 12. 735 33, 721 55,732 173,022 

1970 69, 770 211,167 18,763 46,546 88,533 257. 713 

1975 168,312 511,283 66,792 150,496 235, 104 661,779 

1978 263,318 617 ,667 99,384 207,219 362,702 824,886 

South 

1963 70 25,946 192 7,470 262 33,416 

1967 252 33, 137 339 9,060 591 42,197 

1910 550 45,068 602 12,193 1,152 57,261 

1975 2,760 167,794 3 ,072 51,684 5,832 219,478 

1978 6,417 286,934 6,458 99,248 12,875 386,182 

Total 

1963 26,601 121,608 9 ,469 32,656 36,070 154,264 

1967 43,249 172,438 13,074 42,781 56,323 215,219 

1970 70,320 256,235 19 ,365 58. 739 89,685 314,374 

1975 171,072 679 ,077 69,864 202,180 240,936 881,257 

1978 269,735 904,601 105,842 306,467 375,577 1,211,068 

Source: UNIDO, unpublished UNITAD model data files, and UNCTAD, Handbook of 
International Trade and Development Statistics, Supplement 1980. 
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of the potential increaae in production and trade through South-South 

co-operaiiun wuulu ~ .... ! __ ! 'tft~ft ,._ 
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trend• ahould continue thia value could be auumed to reach $187 ,680 million 

(at 1978 pricea) by 1990. The correaponding value for overall import• of the 

South from the North (at 1978 pricea) in 1990 would be approximately $490,000 

million, thereby indicating that capital good• import• would conatitute alaoat 

40 per cent of total import• of the South from the North. Conaidering that 

capital good• are far from homogenoua and that the eaaieat atep• in import 

substitution have already been taken, each additional atep in the directio~ of 

import aubatitution can be conaidered likely to increase the capital, •kill, 

experience and research and development requirement•. Thia would make it 

extremely unlikely that !.!! import• of capital good• froai the North could be 

substituted for by production in the South. Hence, thia meaaure undoubtedly 

vaatly overeatimates thr realiatic potential for development of capital goodo 

via South-South co-op,=ation by the year 1990. 

A1 an alternative measure of potential for future South-South trade Yeata 

(1981, Chapter 3) 1uggeated the minimum of two values, one being the aame 

meaaure, i.e., the value of Southern imports from the North, and the other, 

the value of Noi.·thern imports from the South. On the aaaumption that the 

South should consi~er exporting - even to South - only those coanoditie• which 

are labour-intenaive, he also restricted his attention to those sector• which 

had been identified in previoua atudiea as relatively labour-intensive. To 

identify the candidate · subsectors and relevant magnitudes, he applied hi• 

5uggested criteLion to a list of labour-intenaive manufacturing industrie1 at 

the five-digit level SITC. The reaults for capital goods only are shown in 

Table C.2. By constraining the aforementioned first measure of potential for 

increased South-South tr&de in two waya, namely, by focussing only on 

labour-intensive products and by limiting the magnitude to the amount exported 

by the South to the North, Yeats' meaaure i1 undoubtedly a very conaervat ive 

and re1trictive one. Notice that the aggregate total 

South· South trade in capital goods estimated by this method 

of potential 

is only $2718 

million (at 1975 prices) or 2% of the total potential South-South trade in 

manufacturing •~ctor• which he identified. Even after adjuating for the 

difference between 1975 and 1978 prices thi1 estimate, moreover, i4 

con6iderably les1 than 2 per cent of the total potential eatimated above by 

the fir1t (single-criterion) mea1ure. 
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Table C.2. Yeat•' Hea•ure of Potential South-South Trade in Ca~ical Good• 
la•ed on 1975 PTicea. (In Millioo• of U.S. Dollara. 

1975 1975 
SITC Co..odity Clau Iaport• of Iaport• of Per cent Per cent Potential LDC 
Rev.l O!CD LDCa. from LDC OECD Iatra-Trade 

Coutltri .. O!CD f.Kport• Export• 
from I.IC• Coaetri•• DiYerted Replacetl 

695 Hand Toob 68 70 1.00 0.10 68 
712 Agricultural 

Machinery 18 2, 137 1.00 0.01 18 
714.2 Calculatin& 

Hach in•• 273 253 0.93 1.00 253 
714.3 Stati•tical 

MachinH 88 484 1.00 0.18 88 
714.9 Office Machine• 160 S61 1.00 0.29 160 
715.1 Metal tr:.:>rkina 

MachinH 23 2,245 1.00 0.01 23 
715.2 Other Metal 

Working Machines 2 679 1.00 0.00 2 
717 .1 Textile Machine• 11 2,666 1.00 0.00 11 
717.3 Sevin& Machines 31 267 1.00 0.12 31 
718.l Paper Mill 

I Machin•• 3 450 1.00 0.01 3 
718.8 Food Proceuing 

Machines 3 533 1.00 0.01 3 
719.2 Pu•p• 50 2,8U 1.00 0.02 50 
719.5 Power Tool•,n.e.a 16 982 1.00 0.02 16 
719.6 Other Mon-

electric Machin•• 15 949 1.00 0.02 15 
719.8 Machinery, n.e.a. 24 2,762 1.00 0.01 24 
719.91Houldina Bo••• 3 149 ! .O'l 0.02 3 
719.92Tapa and Value• 2 1,263 1.00 o.oo 2 
722. Electric Power 

Machine a 303 3,404 1.00 0.09 303 
729.l Batteriea and 

Accumu latora 24 242 l.00 0.10 24 
720.2 Electric Laapa 66 128 1.00 0.51 66 
729.3 'lltemionic Valves 976 1,151 1.00 0.85 976 
729.4 Auto110tive 

Electrical Equip. 31 319 1.00 0.10 31 
729.9 Electrical 

Machineey, n.e.a. 213 1,487 1.00 0.36 213 
731 Railway Vehicles 6 852 1.00 0.01 6 
732.8 Motor Vehicle 

Bodiea 180 3,543 1.00 0.05 180 
732.9 Motorcyc lea and 

Part a 8 463 1.00 0.02 8 
861.~ Spectacle• and 

Frame a 21 69 1.00 0.32 22 
861.3 Optical Cooda 12 15 1.00 0.76 12 



Table C.2. Continued. 

861.4 Photographic 
Cameras 

861.o Photographic 
Equipment 

Total 

Total Projected 
Increase 

Percent Total 

- 50 -

89 144 

18 246 

2,737 31,335 

2% 26% 

Source: A.Y.Yeats 1981, Table 3.6. (pp.48-51) 

1.00 0.62 89' 

1.00 0.07 18 

2, 718 

119,555 

2% 

While the former measure of potential for South-South trade, namely total 

im?orts of the South from the North, undoubtedly greatly overstates the realistic 

potential for growth in South-·South trade and production, by limiting the 

estimated magnitude of such potential, in the first instance, to labour-intensive 

products and, in the second, to that which the South alieady exports to the North 

and hence which could presumably be diverted to the South, Yeats' measure 

undouhtedly gr~atly understates such potential. 

It hae been argued in the preceeding sections that factor-intensity should 

not be such an important consideration in choosing the specific types of capital 

goods that should be produced and the magnitude of st•ch production in the South 

for export to the South. Moreover, as emphasized in Section 6 above, the fact 

that even when a certain factor which is intensively used in the production of a 

particular type of capital good is not available in a specific region of the 

South, generally it is available within the South as a whole. Hence, it should 

be possible to achieve the necessary amount of factor accumulation, mobility and 

complementarity of production of capital goods if done on the basis of a 

comprehensive programme of co-operation within the South. 

Referring back to Table B. l above, it may be seen that the capital goods 

industries are relatively low in energy and physical capital-intensity but 

relatively rdgh in human capitPl-intensity. While some region& of the South, 

such as Tropical Africa and North Africa - Middle East, may be extremely short in 

--
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suppl ies of skilled labour and management, other regions of tl:e South and even 

certain countries within those regions, such as Egypt and Lebanon, but especially 

India, Korea, and other East Asian countries and the more developed countries of 

Latin America, have relatively plentiful supplies of such ~carce factors o[ 

production, making South-South co-operation a desirable and even necessary 

vE:hicle for the successful developm(.nt of capital goods industries within the 

South. Finally, based on the especially high shares of Southern imports from 

the North in apparent consumption of the South for the capital goods industries 

revealed in the last column of the table, it is clear that the quantitative 

potential for global import substitution via South-South co-operation 10 the 

South as a whole is considerably greater in these industries than in any other 

industry. 

Although it has been argued above that the demonstration cf the ability to 

export to the North and labour-intensity may be overly restrictive criteria with 

which to identify potential for development on the basis of South-South 

co-operation, because of the importance of dynamic factors like market creation 

and growth, and learning-by-doing in the development of such industries, we deem 

it appropriate to insist not only on a relatively low rate of new product 

development but also on at least above-average rates of growth in the South of 

both real value added and exports in these industries. Only if both the rate of 

new product development is relatively low and some signs of dynamism of Southern 

production and exports can be detected would it seem reasonable to attach high 

priority to development and South-South co-operation of the more promising 

subsectors of capital goods. 

Basic data on real value added in each subsector of capital goods by region 

for various years between 1963 and 1979 are given in Table C.3. As can be seen 

from the growth rates derived from this data and presented 10 Table C.4, the 

rates of growth during the period 1963-79 of real value added in the Southern 

capital goods industry as a whole of 8.9 per cent per annum, of growth of 10.9 

per cent per annum in the non-electrical machinery sector and 10.8 per cent per 

annum in the electric machinery sector have indeed been highly satisfactory. 

Moreover, they are considerably larger than those of the North and of the world 

in the capital goods industries themaelves and those c~ either the North or the 

South in all industries other than basic goods (whose growth rate in the South 

has been about equal to that of capital goods). Above-average rates of growth 

have also been observed in each of the three most relevant and important !SIC 
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Table C.3. Value Added of Ca2ital Goods and Subaectora thereof hI Region 
and Year. (In millions of U.S. Dollars of 1975 Prices.) 

Non Electric Electric Tranaport Profeaaional Other Total 
Machinery Machinery Equipment and Scientific Capital 

Equipment Good a 
382 383 384 385 390 0 

Lat in America 

1963 1,176 1,477 2,084 172 437 5,346 
1967 1,974 2,378 3,056 270 616 8,294 
1970 2,496 3,238 4,463 328 765 11,290 
1975 5,547 4,694 7,696 544 1,093 19,574 
1977 5,932 5,443 7. 737 511 1,090 20, 779 
1979 6,861 6,544 9,286 600 1,216 24,507 

Tropical Africa 

1963 30 55 122 1 46 254 
1967 44 15 133 1 66 319 
1970 51 104 182 2 93 438 
1975 82 142 271 3 154 652 
1977 67 154 524 2 84 831 
1979 67 176 206 2 80 531 

North Africa-Middle East 

1963 76 74 80 2 16 248 
1967 78 134 130 5 40 387 
1970 106 207 230 4 46 593 
1975 302 610 562 5 89 1,568 
1977 387 699 668 5 103 1,862 
1979 441 807 691 n.a. 95 1,934 

South Asia 
1963 316 281 722 31 668 2,018 
1967 549 434 648 37 870 2,538 
1970 716 662 615 49 582 2,624 
1975 917 784 705 76 675 3,157 
1977 1,083 918 780 91 825 3,697 
1979 1,229 1,019 798 128 n.a. 3, 174 

East Asia 
1963 104 206 324 31 182 847 
1967 155 320 359 49 233 l, 116 
1970 193 531 468 63 228 1,483 
1975 445 1,206 1,044 166 336 3,197 
1977 592 2,193 1,254 288 461 4,788 
19H 885 3,314 1, 720 363 429 6, 711 
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Total South 

1963 1,702 2,093 3,332 237 1,349 8, 713 
1967 2,800 3,341 4,326 362 1,825 12,654 
1970 3,568 4,742 5,958 446 1, 717 16,431 
1975 7,293 7,438 10,281 794 2,357 28, 163 
1977 8,061 9,407 10, 963 963 2,573 31,967 
1979 9,483 11,860 12,601 1,093 1,831* 36,868* 

Total World 

1963 81, 714 53,887 78,006 18,685 14,883 247' 175 
1967 108,415 75,195 100 ,601 26,543 19,213 329,967 
1S70 136,225 100,454 119, 579 33,971 22,501 412,730 
1975 166,521 128,898 150,666 4 7, 543 28,878 522,500 
1977 185,736 154,301 174, 908 57,025 33,832 605,802 
1979 209,721 177. 728 191,230 65,865 36,314* 680,858* 

Source: UNIDO data base; information supplied by the statistical office of the 
United Nations with estimates by the UNIDO Secretariat. 

* Indicates incomplete data. 

categories, i.e., !SIC 382, 383 and 384 in the Latin America, North Africa -

Middle East, and East Asia regions. South Asia and East Asia have also enjoyed 

rapid growth in !SIC 385 and tne North Africa - Middle East region has had 

above-average growth in the relatively heterogeneous ISIC 390. The ommission of 

the North Africa - Middle East region, moreover, from the above-average category 

in the other subsectors of capital goods is rather directly attributable to the 

troubled circumstances and aftermath of the Iranian Revolution. 

Tables C.5 and C.6 present the two-by-two (North-South) trade matrices for 

each subsector of capital goods by two-digit SITC for the years 1970, 1975 and 

1977. Table C.5 contains the trade flows in current prices while Table C.6 

contains the corresponding information based on data at constant prices of 1975. 

Note how consistently the figures for the Southern rows in these tables hav~ been 

rising over time. Inde~d, from the growth rates in real terms computed from 

Table C.6 for the period 1970-77 and which are presented in Table C.7, it can be 

seen that exports in all sectors of capital goods from the North, from the world 

as a whole, but especia 1. ly froin the South, have been growing extremely rapidly. 
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Table C.4. Growth Rate• of Real Value Added of Capital Good• lndu•trie• 
by Megion of the South ana the woria. 

Region Mon-Electric Electric 
T;..e Period Machinery Machinery 

Latin America 

1963-1979 

1970-1977 

Tropical Africa 

1963-1979 

1970-1977 

North Africa -

Middle East 

1963-1979 

1970-1977 

South Asia 

1963-1979 

1970-1077 

Ea•t A•ia 

1963-1979 

1970-1977 

South 

1963-1979 

1970-1977 

World 

1963-1979 

1970-1977 

382 

12.48 

15.52 

5.50 

2. 73 

12.44 

24.09 

9.48 

7.14 

15.34 

20.54 

10.7 

10.7 

6.49 

5.30 

383 

10.43 

9.04 

8.06 

6.76 

17.27 

22.49 

8.97 

5.60 

20.35 

26.67 

10.8 

8.9 

8.28 

7.12 

Tran•port 
Equipaent 

384 

10.47 

9.60 

3.55 

19.27 

14.26 

19.45 

0.67 

4.04 

11. 77 

17.85 

8.2 

7. 9 

6.16 

6. 54 

Profe••ional 
and Scientific 
Equipment 

385 

8.69 

9.87 

4.73 

o.o 

3.79 

9.91 

10.87 

17.82 

28.83 

9.4 

10.l 

8.76 

9.02 

Other 
Cap{tal 
Good• 

390 

7.06 

6.08 

3.76 

-1.68 

12.61 

14.38 

5.99 

5.88 

12.45 

1.8 

5.2 

6.13 

7.03 

Total 
Capital 
GoOd• 

0 

10.68 

10.70 

5.04 

11.26 

14.67 

21.01 

3.07 

5.88 

14.80 

21.57 

8.9 

8.7 

6.99 

6.60 

Source: UNIDO dat~ bs•e; inforination •upplied by the •tati•tical office of 
the United Nation• with e•timate• by the UNIDO Secretariat. 
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!:He C.5. T..ft-~--~ T~•~• M•r~~r•• ·~ Curr~nt Pric~~ fa~ S!.!h~!!etQ?"~ af --- -..: --- ----- ... ___ ,. ___ --
Capital Good• for 1970, 1975 and 1977. 

SITC: 71 Non Electric Machinery. 

1970 Deatination 1975 Destination 1977 Destination 

Origin North South World North South World North South World 

North 28,152 8,643 36,795 73. 736 29.965 103.700 88.831 38.065 126.896 

South 208 324 532 l.?.09 1,485 2,693 2,560 2,066 4.627 

World 28,360 fi,967 37.327 74.945 31,449 106,394 91,391 40,132 131,523 

SITC: 72 Electrical Machinery. 

Origin North South World North South World North South World 

North 13,188 3,971 \7, 159 33.295 13,312 46,607 45 ,211 21,088 66,299 

South 598 206 884 3,057 1,267 4,324 5 ,419 2,324 7,743 

World 13, 786 4,177 17,963 36,352 14,579 50,931 50,630 23,412 74,042 

SITC: 73 Trana port Equipment. 

Origin North South World North South World North South World 

North 25,967 7,298 33,264 63,924 29,924 93,848 89,206 35,869 125,075 

South 134 230 364 771 1,855 2,626 1,179 2,923 4,102 

World 26,101 7,527 33,628 64 ,695 31,779 96,474 90,384 38,792 129,177 

SITC: 86 Scientific Machinery, etc. 

Origin North South World North South World North South World 

North 4,817 1,211 6,02& 11,903 3,139 15,043 15,851 4,544 20,395 

South 89 71 160 624 352 976 1,072 646 1, 718 

World 4,905 1,282 6,188 12,527 3,492 16,019 16,924 5,189 22, 113 

Source: United Nation• Statiatical Office, with eatimatea by UNIDO Secretariat. 
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Table C.6. Tvo-bi-Two Trade Matrices for Ca2ital Goods and Subsectors 
T!":~~~c! !~r 1970 :nrl 1917 ~t Price: cf 1975. 

1970 1977 
Region of Destination 

Coamodity Region of North South Total North South 
Class Origin 

SITC: 71 Heeth 44,686 13,719 58,405 79,313 33,987 

Non-Electric South 347 540 887 1,954 1,577 

Machinery Total 45,033 14,259 59,292 81,267 35,564 

SITC: 72 North 20,933 6,303 '27,237 40,367 18,829 

F.lectric South 997 343 1,340 4, 137 1, 774 

Machinery Total 21,930 6,646 28,577 44,504 20,603 

SITC: 73 North 41,217 11,;84 52,80C 79,648 32,026 

Transport South 223 383 607 900 2,231 

Equipment Total 41,440 11, 96 7 53,407 80,548 34,257 

SITC: 86 North 7 ,646 1,922 9,568 14,153 4,057 

Scientific South 148 118 267 818 493 

Equipment Total 7,794 2,040 9,835 14, 971 4,550 

Total North 131,865 36,400 168,265 205,388 77, 520 

South 1, 145 1,120 2,265 5,005 5,037 

Total 133,010 37,520 190,530 210,393 82,557 

Source: United Nations Statistical Office, with estimates from UNIDO 
Secretariat. 

Note: Data pertains to the year 1978. 

Total 

113,300 

3,522 

116,832 

59,196 

5,911 

65,107 

11,674 

3, 131 

114,805 

18,210 

1,311 

19,521 

282,908 

10,043 

292,950 
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Exports of capital goods as a whole by the South have been growing at almost 20 

p~r '=""!'t pP'!'" .11nn11m 11nd those of electric machinery. transport equipment and 

scientific equipment have been growing at rates over 20 per cent per annum. In 

the case of non-electric machinery and scientific equipment, Southern exports 

to the North have been growing more rapidly than those to the South but ~n the 

other subsectors and over a 11, the rates of growth of Southern exports to the 

South have exceeded those of Southern exports to the North. 

The above-average growth rates of Southern production ar.d exports of 

capital goods in gen~ral, and of the three more promising subsectors thereof in 

particular, namely, non-electric machinery (!SIC 382), electric machinery (ISIC 

383) and transport equipment (ISIC 384), imply that the shares of the South in 

production and exports of these increasingly important commodity - sectors must 

he rising. The validity ('If such an implication is confirmed by the results 

presented in Table C.8. 

Part A of Table C.8 shows that the shares of developing countries in world 

value added of non-electric machinery, electric machinery and transport equip-

ment have exhibited impressive increases, especially during the 1970s. Note, 

for example, that the South's share of world value added of non-electric 

machinery increased from 2.62 per cent in 1970 to 4.52 per cent in 1979. 

Likewise, the corresponding shares of the South in electric machinery and 

transport equipment increased from 4. 72 per cent to 6.67 per cent, and from 

4.98 per cent to 6.59 per cent, respectively, between 1970 and 1979. 

From Part B of Table C.8 it can be seen that the shares of the South in 

world exports of capital goods increased froUJ 2.00 per cent to 3.43 per cent 

between 1970 and 1978. Between 1970 and 1977 those of non-electric machinery 

increased from 1.4 per cent to 3.5 per cent, those of electric machinery from 

4.5 per cent to 10.5 per cent, and those of transp~rt equipment from 1.1 per 

cent to 3.2 per cent. 

In Part C of the table it can be seen that the proportion of the South's 

imports of capital goods that are imported from the South also increased 

sharply between 1970 and 1977. Finally Part D of Table C.8 indicates that the 

shares of exports of capit~l goods by the different Southern regions goir.g to 

other Southern regions has generally rei.sained quite high - over 40 per cent 

overall - and is particularly high in non-electric machinery and transport 
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'nlereof of the North, the South and the World for the Period 
197o-77. 

SITC: 71 Mon-Electric Machinery 

North 

North 7.44 

South 24 .12 

World 7.66 

SITC: 72 Electric Machinery 

North 

North 8.55 

South 19.47 

World 9.25 

SITC: 73 Trana port Equipment 

North 

North 8.58 

South 19.05 

World 8.66 

SITC: 86 Scientific Equipmient, 

North 

North 8.00 

South 23.83 

World 8.50 

Total Capital Goods. 1/ 

North 

North 

South 

Total 

7.99 

19.61 

8.17 

Etc. 

South 

12.01 

14.34 

12.10 

South 

14.66 

22.80 

15.19 

South 

13.55 

24.64 

14.05 

South 

9.79 

19.57 

10.55 

South 

12.67 

11.98 

13.06 

World 

8.64 

18.85 

8.85 

World 

10.19 

20.38 

10.84 

World 

25.96 

22.75 

10.04 

World 

8.38 

22.01 

8.95 

World 

8.88 

17.79 

6.13 

Source: United Nations Statistical Office, with eatiaatea from UNIDO 
Secretariat. 

!/ 'nleae growth rate• are for the period 1970-78. 
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!~hl~ C~•L ~·~·· of the South in World Value Added. Export• and Iaport• 
of Capital Good• and Subaector• thereof. hn per cent .J 

A. Share• in World Value Added 

382 383 '\84 38.5 390 
Year Non-electric Electric Trana port Scientific Other Total 

Machinery Machinery Equipment ln•tru.ent• Machinery 

1963 2.08 3.86 4.27 1.27 9.06 3.53 

1967 2.58 4.44 4.30 1.36 9.50 3.83 

1970 2 .62 4.72 4.98 1.31 7.63 3.98 

1975 4.38 5. 77 6.82 1.67 8.16 5.39 

1977 4.34 6.10 6.27 1.69 7.61 5.28 

1979 4.52 6.67 6.59 1.66 5.04 5.41 

8. Share• in World Export• 

71 72 73 86 
Year Noa-Electric Electric Trana port Scientific Other Total 

Machinery Machinery Equipment ln•tru.ent• Machinery 

1970 1.40 4.50 1.10 1.6 2.00 

1975 1.60 8.4 4.1 5.80 2. 71 

1977 3.50 10.50 3.20 7.80 3.32 

1978 3.43 

c. Share• in Southern Import• 

71 72 73 86 
Year Non-Electric Electric Trana port Scientific Other Total 

Machinery Machinery Equipment ln•trumenta Machinery 

1970 3.60 4.90 3.00 5.50 3.50 

1975 4.70 8.70 2.4 13.0 '~. 74 

1977 5.10 9.90 7.50 12.40 6.40 

1978 6.53 
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Tahle C.8. continued. 

D. Shares l.n Southern Exports 

71 72 73 86 
Year Non-Electric Electric Transport Scientific Other Total 

Machinery Machinery Equipment Instruments Machinery 

1970 60.9 25.6 63.2 44.4 44.7 

1975 55.l 29.3 41.6 36.1 43.8 

1977 44.7 30.0 71.3 37.6 43.8 

Source; UNIDO data base information supplied by the Statistical Office of the 
United Nations with estimates by the UNIDO Secretariat. 

equipment. While the corresponding share is relatively low in the electric 

machinery subsector, it has been rising over time so that by 1977 it was 30 
16/ per cent. -

While the growth rates of capital goods production and of exports of 

developing countries, in general, and the increases in their shares of world 

production and exports over the last decade or two have been impressive, it 

would be quite misleading to leave the impression that these gains have been 

spread evenly throughout the South. Indeed, quite the opposite is the case; 

Southern capital goods production and exports have been and remain highly 

concentrated as is revealed in Table C.9. 

We refer first to the regional shares in Southern value added. On the one 

hand, approximately two-thirds of the South's value added of capital goods in 

1979 was provided by Latin America, whereas the corresponding proportion 

contributed by the Tropical Africa and North Africa-Middle East regions 

combined was less than 7 per cent. Tile only significant changes in the value 

16/ Tile rea 1 growth in South-South trade may be somewhat overestimated from 

this data since such data includes intrafirm sales and transfer• from one 

country to another which are sometimes thought to be quite important. 

Unfortunately, the data required for distinguishing such flows from true 

South-~outh flows ia not available. 
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added shares have heen the abrupt dee line in South Asia's share in Southern 

value added from 23. 2 per cenc in 1963 to lo pt!r <..;l!ut 
: _ 1n..,n __ ..a .__ Q c.. ---
J. ll .l. :>' I V 0 llU LU V • V t'C. a. 

cent in 1979 and the equally sharp rise of East Asia's from 9 per cent in 1970 

to 18.2 per cent in 1979. 

From the regional shares of the various subsectors of Southern capital 

goods production which are also given in Table C.9, it can be seen that there 

are moderate deviations from the overall pattern from one subsector to 

another. For example, for the electric machinery subsector the Latin 

American share m Southern value added has been falling slightly eind the 

corresponding rise in the East Asian share has been especially great, rising 

from 11 per cent in 1970 to 28 per cent in 1980. On the other hand, the Latin 

American shares have been particularly buoyant and the corresponding increases 

in the East Asian shares have been considerably smaller in the case of the 

non-electric machinery and transport equipment subsectors. 

With respect to export shares, the dominance of Latin America is 

considerably diminished and generally declining but this is offset by a much 

larger and rising share of East Asia. The difference between the regional 

production and regional expert shares is indicative of the striking difference 

in the degree of outward orientation between Latin America (low) and East Asia 

(high). 

Indeed, the degree of concentration in production and trade is 

sufficiently great that it is not entirely meaningful to describe the 

experience and performance in term& of regions. According to UNIDO ( 1979), 

more than 60 per cent of the South's exports of capital goods was provided by 

only five developing countries Rnd more than 85 per cent by 10 countries. 

Moreover, since it is somewhat easier to bring country data up to date 

than it is regional data, it is useful to suppl~ment our analysis of regions 

with some more rec~nt capital goods export data pertaining to some of the more 

important capital goods exporting countries. This is done in Tahles C.10 and 

C.11. The informer includes data for 1980 while the latter contains data for 

1975 and 1978. 
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Table C.9. Share• of the Different le iona of Develo in Countri•• in the 

!!l~~eA::::ha:: ~~&.;~!: {f~C~~t~~~~d• and Subaector• thoreof 

Total 

Re1ion 

Non-Electric 
Machinery 

Value !xport• 
Added 

Electric 
Machinery 

Value !xporta 
Added 

Tran1port 
lquip.ent 

Value lxport 
Added 

Value lxJ'orta 

Year ISIC SITC 
382 71 

Latin Aaerica 
1963 69 
1970 70 
1975 76 
1977 74 
1979 72 

Tropical Africa 
1963 2 
1970 2 
1975 1 
1977 1 
1979 1 

North Africa-Middle !a1t 
1963 4 

39 
36 
28 

3 
2 
1 

1970 3 8 
1975 4 11 
1977 5 9 
1979 5 

South A1ia 
1963 
1970 
1975 
1977 
1979 

E11t Alia 
1963 
1970 
1975 
1977 
1979 

19 
20 
13 
13 
13 

6 
5 
6 
7 
9 

8 
6 
4 

23 
28 
20 

Centrally Planned Asia !/ 
1970 5 
1975 4 
1977 3 

ISIC SITC 
383 72 

71 
68 
63 
58 
55 

3 
2 
2 
2 
1 

4 
4 
8 
7 
7 

13 
14 
11 
10 

9 

10 
11 
16 
23 
28 

21 
23 
18 

1 
1 
1 

2 
4 
5 

3 
2 
2 

43 
47 
51 

2 
2 
2 

ISIC SITC 
384 73 

63 
75 
75 
71 
74 

4 
3 
3 
5 
2 

2 
4 
l 
6 
5 

22 
10 

7 
7 
6 

10 
8 

10 
11 
14 

26 
30 
29 

10 
7 
2 

10 
26 
20 

12 
4 
6 

24 
19 
30 

7 
6 
2 

Added 

61 
70 
70 
65 
66 

3 
3 
2 
3 
l 

3 
4 
6 
6 
5 

23 
16 
11 
12 

9 

10 
8 

11 
15 
18 

!/ Value Added data not available for Centrally Planned A1ia. 

Source: Value Added: Coaputed frOll data in Table 4; 

31 
30 
25 

4 
2 
0.5 

9 
7 
6 

10 
6 
5 

40 
53 
60 

Trade: Coaputed fr09 data from United Nation• Stati1tical Office 
vith eati .. te1 by UNIDO Secretariat. 
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n.- o!:!~• prHentad l" Table C.10 conHni the validity of the 

~f!!~~!!ti~!!~ ~w•ratl concluaion of extremely rapid arovth in the Souther" 

export• of capital good• during the decade of the 1970•. Indeed, th~ value of 

exp~rt• of capital good• evaluated in U.S. d,;,llar• at current prices in the 

countdaa included in the table increaaed almoat ten-fold over the period. 

'ftle growth retH of capital good• export• of Bra:dl, Colombia, Malaysia, 

lorea, and Sinaapore all exceeded that of the aaaple aa a whole while thoae of 

Argentina, Hon& Kong, India, Ivory Coa1t, Trinidad and Tobago, Yugoslavia
1.!/ 

and eapecially Mexico la11ed aomevhat behind the overall average of the 

... ple. In no caae, however, did the value cf auch exports rise by ie•• than 

95 per cent over the decade. Note aho that the rate of growth of capital 

aooda export• of the countri~• included in the table exceeded the growth rate 

of their total export• in the period 1975-80 by conaiderably more than in the 

1970-75 period, indicative of the rapidly riaing relative import•nce of 

capital 1ood• export• for Southern producer• of such gooda. 

A• to the direction of Southern export• of capital good•, fro• Table C.11 

it can be seen that there are two r•ther dietinct pattern•. The dominant 

pattern, eaeaplified eepecially by the South Aller.ic.tn and South Aeian coun-

trie~, ia that of heavy concentration on export• to the South. Note that 

thh proportion ii aOIM 60 per cent or more in capiti.l goods a• a whole in 

Braa:U, Col09bia, and India. 'ftle other and more recent pattern ia that 

dhplayed priurily by Ea1t Aeian produceu, such H Hong Kong, Korea and 

Sin1apore, and aho to a leuer extent by Mexico, wherein well over half of 

their export• 10 to th• Horth. In the latter case, eub-contracting (in many 

caH• co-02'-dinated by larae TNC1) play• an important role in auc:h export•. 

Th• oearae of apecialbation Clf individual countriea in different product 

line• and 1a19ent1 of the .. rketa for the•• capital goods, moreover, i• 

auffic~ently 1r•at that the proportion of export• directed to the South by •ny 

1ivan Southern exporter can also vary conaiderably trom one type of capital 
'8/ 

good to anothe~.~-

11/ Yuaoalavia ia aometiaea not included •• • developing country and indeed in 
thi• atudy ia included wl:h Western Europe rather thar in •ny d~veloping 
ra11on. 

l!/ lee eapacially Alladatt (1971) end Mitra (1~79). 



Table C.10 Value and Growth of Exports of Capital Goods from Developing Countries l970, 1915 and 1980. 

f I Exporting Countries 
Value of Average Annual Rate of Export Growth Share of Capital Goods 

Cap~tal Goods1 Exported 
(Fercent) in 'l'otal Exports 

and Territories Capital Goods ~ EXI>_orts (Per cent) 
(US$ Million) 

1970 1975 1980 1970-75 1975-80 1970-75 1975-80 1970 1980 

Argentina 69.7 422.6 504.8 43.li 9.3 • e.9d 10.8 38.0 3,9 

Brazil 63,3b 921.6 3,496.7 56,3 30.6 211. 7 18.4 2.7 17.4 

Colombia 6.3 35.7 70.1d 41.5 40.1 15.1 29.1 0.9 2.9d 

Hong Kong 244.6 683.8 1,792.4 22.8 21.2 17.6 24.3 12.0 13.1 

India 84!ob 356.0 452.9d 27.2 r2.6 15.6 17.2 4.6b 7,6d 

Indonesia 3.6 33,8 40.5a 56.6 3,7 46.5 25.2 0.3 0.2a 

Ira.'l 2.lb 43.3 - 65.6 - 43,3 - o.ob - a. 

26.oc 56,5a 2.2 a 
,:,.. 

Ivory Coast 8.4 32.6 16.8 26.9 15'.6 1.8 

Kuvait 22.c. lll.9c 296.6d '49.8 288.9 54.9 11.0 1.2 2.9ri 

Malaysia 29.5 246.1 417.7d 93,4 30.3 17.9 25,7 l. 7 6.9 d 

nexico 132. 5 287,3 263.6d 16.7 -'~ .2 19-9 13.9 11.0 6.3d 

Pakistan 3.4 7.0 35,6 15.5 38.4 8.2 20.0 o.4 1.4 

Rep. of Korea 60.8 712.2 2,080.9 63.6 23.9 43.6 28.0 7.3 11.9 

Singapore 161.6 1,374. 7 2,765.4 49.9 33,2 26.2 29.2 11.7 14.3 

Thailand .5~ 21.7c 176.6a 256.6 52.1 52,9 16.5 a.ob 3.4a 

Trinidad and Tobago 6.5 14.2 32,9e 16.9 5.8 29.8 10.2 1.3 O. 7a 

Yugoslavia 404. 7 1, 427. 5 2,943.3
8 28.7 19.8 19.4 19.0 24.l 30,3a 

TOTAL 1,591.0 5,725.4 15,401.6 29.2 21.9 30.4 10.7 6.9 10.7 

a = 1979 
b = 1969 Source: Computed from~ Commodity Trade Statistics (various issues) 
c = 1974 
d • 1977 
e • 1978 
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Table C.11 al10 1erve1 to identify 1ome of the 11<>re dyn .. ic types of capital 
___ .,i_ -·-!•L.~- •L- --!- -··'----•--• -6 ,..._.; •• 1 .,..,...,.a. auuu• •& .. 11&11 ................... ~ • .,, •• ...,. ·-r··-· ·----· 

1975 and 1978 the export nluea (in current pricH) of en&inea (SITC 711) 

virtually tripled arid thou of aaricultural .. chinery (SITC 712) doubled in 

111 countriea except India and Sinaapore. Other cate1~rie1 with particularly 

i11Preuive export performance were apacial induatrial aachinery 

other 1pecial .. chinery (SITC 719), electric power .. chinery 

telecotm1Unication1 apparatua (SITC 724), other electric machinery 

road •otor vehicle• (SITC 733) and ahipa and boata (SITC 735). l!/ 

(SITC 718), 

(SITC 722), 

(SITC 729), 

Maintainina our attention on the more detailed co .. ~dity clasaea of 

capital 1ood1 exports, but returnin& once aaain to tht= export perfo .. mance of 

developin& countriea •• a whole, Table C.12 provide• ev~n 11<>re concrete 

evidence concerning the riaing aharea of the South in world trade of capital 

1ood1 and the extremely hi&h ratea of growth of capital goods export• (in 

current price1) between 1967 and 1977. A• a result the South's share of world 

export• of other electrical .. chinery (SITC 729) grew from 2.25 per cent in 

1967 to 8.80 per cent in 1977. Likewiae, its aharea of world export• of 

en1ine1 (SITC 7~1), electric power •achinery (SITC 722), ship• and boat• (SITC 

735), textile and leather .. chinery (SITC 717), agricultural .. chinery (SITC 

712), road vehicles (non-otor) (SITC 733), and railway vehicles (SITC 731) 

all 11e>re than tripled over the 1ame period. 

Table C.13 relates the export g1·owth performance of the South aa a whole 

at the three~diait SITC !evel to those of both the Horth and the world and 

di1tin1ui1he1 al10 by destination of such exports. From the colullP labelled 

"world" it can be seen that the •verage annual growth rate• of the South 

exceeded 10 per cent in real ter•• in all sector• of capital goo~• other than 

textile and leather machinery in which the growth rate was a healthy 7.50 per 

cent per annu• despite the fact that world exports were declining. In 1110st 

1ector1 Southern export• were growina two to three time• aa fast a• Northern 

exports. Southern exports to the South were growing slower than those to the 

l!/ llote that a couple of these three-di&it categories are not officially 
treated •• capital aooda thouah the remainin& tena1 within each such 
cate1ory are. 
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Table C.13. Average Annual Growth Rates of CaEital Goods bl TlEe and Re~ion 

of Origin and Destination in Constant Prices of 1975 for the 

Period 1970-1977. 

North South World 
SITC: 711 
Power Generating Machinery 

North 5.65 9.51 6.76 
South 19.09 10.36 15.61 
World 5.97 9.54 7 .01 

srrc: 712 
Agricultural Machinery and Implements 

North 9.19 4.19 7.95 
South 21.23 15.65 16. 72 
World 9 .22 4.56 8.04 

SITC: 714 
Office Machines 

North 4.21 3. 77 4.16 
South 10.98 10.81 10.96 
World 4.43 4.4 7 4.43 

SITC: 715 
Metalworking Machinery 

North 1.93 10.28 3.69 
South 24.03 14.11 17.05 
World 2.03 10.42 3.86 

SITC: 717 
Textile and Leather Machinery 

North -.84 2.57 -.24 
South 20.80 4.46 7.50 
World 0.67 2.69 -.43 

SITC: 718 
Machines for Speci&l Industries 

North 4.61 9.96 6.43 
South 15.73 17.12 16.86 
World 4.67 10.31 6.64 

SITC: 719 
Machinery and Appliances and Parts (n.e.s.) 

North 5 .11 11.62 7.06 
South 31.95 17.98 24.78 
World 5. 54 11.83 43.28 
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'1"-Ll- r ,., ---•!-.. -...1 
.a.cau.a.c "'• .&...#• LU&l ... .&.&IUC.~ 

SITC: 722 
Electric Power Machinery and Switchgear 

North 
South 
World 

SITC: 723 

4.91 
22.61 

5.58 

Equipment for Distributing Electricity 

North 
South 
World 

2.34 
15.50 
3.01 

SITC: 724 
Telecommunications Apparatus 

North 
South 
World 

SITC: 725 

5.73 
16.79 

7.05 

Domestic Electrical Equipment 

North 
South 
World 

SITC: 726 

5.82 
32.55 

6.29 

Electrical Apparatus for Medical Purposes 

North 
South 
World 

SITC: 729 
Other Electrical Machinery 

North 
South 
World 

SITC: 731 
Railway vehicles 

North 
South 
World 

11. 72 
42.33 
11.88 

5.37 
17. 71 

6.44 

7.98 
15. 72 
8.14 

13.97 
29.68 
14.58 

11.39 
21.02 
11.99 

10.78 
21.03 
11.40 

11.07 
18.62 
12.06 

10.16 
9.05 

10.18 

11.69 
19.97 
12.51 

7. 91 
13.25 
8.09 

8.02 
25.07 
8.66 

6.32 
18.28 
6.98 

7 .43 
17.58 
8.45 

6.75 
23.35 

7.40 

11.27 
31.6~ 

11.39 

6. 77 
18.27 

7.80 

7.96 
14.39 
8.14 
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SITC: 732 
Road Motor Vehicle• 

North 
South 
World 

SITC: 733 

7.08 
17.99 

7.12 
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10.31 
23.39 
10.98 

4.67 
22.12 

7 .&5 

Road Vehicle• other than Motor 

North 9.11 15.34 10.62 
South 33.76 16.90 21.05 
World 9.56 17 .20 11.13 

SITC: 734 
Aircraft 

North -l.99 8.04 1.85 
South 11.61 12 .28 11. 76 
World -l.73 8.07 2.00 

SITC: 735 
Shi pa and Boat• 

North 7.98 13.23 10.48 
South 17.24 J2.76 24.52 
World 8.31 13.94 11.00 

Source: UNIDO data baaei information aupplied by the Statiatical Office 
the United NaLiona with eatimstea by the UNIDO Secretariat. 

of 

North in the power generat~ni machinery, aaricultural machinery, office 

machine•, metal working machinery, textile and leather machinery, other 

machinery (SITC 719) do•eatic electrical equipment, railway vehicle•, and road 

vehicle• other than motor aubsectora ~ut more rapidly than thoae to the North 

1n the machine• for apecial induatriea (SITC 718), elec•ric power and 

awitchgear, equipment for diatributing electricity, Lelecoanunicationa 

apparatua, other electrical machinery, road 110tor vehicle•, aircraft and ahipa 

and boat• aubaectora. 

11le inevitable conaequence of the rapid arovth of capital aooda production 

in moat regioni;; of the South haa been a conaiderable amount of atructural 

change. Table• C.14 and C.15 return to a higher levP.l of aubaector 

aggregation but demonatrace rather clearly the rather remarkable extent to 
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which the •h•re• of dl aubaecton of capital good• have been incre•aing in 

unufacturing v•lue •dded •nd eaploywent, reapectively, in the South aa a 

whole and in dl region• of the South except South Aaia and Tropical Africa 

Cpreau .. bly bec•uae of the very •low rate• of overall growth and the 

relatively low inveat .. nt ah•rea in theae regiona). 

Table C.14 in p•rticul•r reve•l• aoae intereating pattern• with reapect to 

the •h•rea of the different capital good• aectora in overall iunufacturing 

v•lue added in the South •• •whole and in the aeparate region• thereof. 

In the South aa a whole the ahare ia riaing in all branches of capital 

gooda except ISIC 390 Other M•chinery, which in any caae may not be reliable 

becauae of the re1idu•l nature of thia cate&ory •nd hence the vulnerability of 

ita trend to arbitrary ch•ngea in definitiona of the other aectou. Even 

a.ong the region• whoae capital gooda aectora have been growing rapidly auch 

•• !Atin America, North Africa-Middle Eaat and Ea1t Aaia, there have been ao•e 

f•irly 1ub1tantial differencea. For exa•ple, non-electric machinery has 

experienced the •h•rpeat rhe in Latin America and South Aaia but hu grown 

only very •lightly froa a lov baae in Eut Asia and even fallen in Tropical 

Africa. Electric aachinery h•• accounted for much of Eaat Aaia'• growth, haa 

grown rapidly alao in North Africa-Middle Eaat and ha• obtained an increaaing 

ahare of .. nufacturing value added in Tropical Africa but baa increaaed little 

in Latin Allerica. Likevi4e, the perfora•nce of the tranaport equipment 

Hctor bu varied considerably fro• region to region, increaaing aharply in 

Latin America and llorth Africa-Middle Ea1t, reaaining nearly conatant in Eaat 

Aaia and declining in Tropical Africa and South Aaia. Moreover, becauae of 

varying trend• in productivity, the direction in trend of the m•nufacturing 

esployMnt ahare of individual c•pital good• aectora can be the reverse of 

that with raapect to value •dded. 

Finally, in Table C.16 where the trade data ia related to the production 

dat•, another Hpect of atructural change h revealed. Specifically 

production of Hch three-digit ISIC category h related to the correaponding 

value of apparent conauaption - defined aa gro•• production plua import• leaa 

export• ia each of the four .. in aubHctor• of capital aooda and in the 

capital 1ood1 1ector 11 1 tlhole. While in the Oouth aa a whole the ahare of 

production in appennt production ha• been riaing rel•tively conaiatent ly in 



- 72 -

Table C.14. Shares oi Value iui<ieo in Capical Goods ana :>uoseccors rnereoi in 
Value Added of Total kanufacturin b Re ion and Year. 

Based on Data in Prices and Exchange Rates of 1975. 

Latin America 
1963 
1967 
1970 
1975 
1977 
1979 

Tropical Africa 
1963 
1967 
1970 
1975 
1977 
1979 

North Africa -
Middle East 

1963 
1967 
1970 
1975 
1977 
19H 

South Asia 
1963 
1967 
1970 
1975 
1977 
1979 

East Asia 
1963 
1967 
1970 
1975 
1977 
1979 

Non-Electric Electric Transport Professional Other Total 
Machinery H3chinery Equipment Scientific Machinery 

Equip.Photo. 
Optics. 

382 383 384 385 390 0 

2.76 
3.63 
3.69 
6.06 
5.96 
6.15 

0.82 
0.91 
0.92 
1.04 
0.71 
o. 71 

0.84 
o. 71 
0.78 
1. 55 
1. 74 
1.98 

2.90 
4.18 
4.96 
5.82 
6.26 
6.92 

1.40 
1.64 
1.55 
2.18 
2.17 
2.51 

3.47 
4.37 
4.79 
5.12 
5.47 
5.87 

J.50 
1.55 
1.67 
1.80 
1. 77 
2.02 

0.82 
1.22 
1.52 
3.13 
3.14 
3.63 

2.58 
3.31 
4.59 
4.97 
5.30 
5. 74 

2.78 
3.38 
4.27 
5.90 
8.04 
9.61 

4.89 
5.62 
6.60 
8.40 
7.77 
8.33 

3.33 
2.75 
2.92 
3.44 
6.01 
2.36 

0.89 
1.18 
1.69 
2.89 
3.00 
2.66 

6.63 
4.94 
4.26 
4.47 
4.51 
4.50 

4.37 
3.79 
3.76 
5.10 
4.60 
4.99 

0.40 
0.50 
0.49 
0.59 
0.5S 
0.54 

0.03 
0.02 
0.03 
0.04 
0.02 
0.02 

0.02 
0.05 
0.03 
0.03 
0.02 
0.0 

0.28 
0.28 
0.34 
0.48 
0.53 
0. 72 

0.42 
0.52 
0.51 
0.81 
1.06 
1.05 

l.03 
1.13 
1.13 
1.19 
1.10 
1.09 

1.26 
1.36 
1.49 
1.95 
0.96 
0.92 

0.18 
0.36 
0.34 
0.46 
0.1.6 
0.43 

6.13 
6.63 
4.03 
4.28 
4.77 

2.45 
2.46 
1.83 
1.64 
1.69 
1.24 

12.56 
15.26 
16.70 
21.37 
20.88 
21.C}8 

6.93 
6.59 
7 .03 
8.2; 
9.53 
6.09 

2.74 
3.51 
4.36 
8.06 
8.36 
8.70 

18.52 
19.33 
18.19 
20.03 
21.36 

(17.88) 

11.42 
11. 78 
11.91 
15.63 
17.56 
19.47 
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T:hl:: C.14. Co::ti:-:~~d-

Total South 
1963 2.31 2.84 4.52 0.32 1.83 11.81 
1967 3 .01 3.5~ 4.65 0.39 1.96 13.60 
1970 3.11 4.14 5.20 0.39 1.50 14.34 
1975 4.69 4.78 6.61 0.51 1.52 18.11 
1977 4.60 5.36 6.25 0.55 1.47 18.22 
1979 4.86 6.08 6.46 0.56 0.94 18.90 

Total World 
1963 9.43 6.22 9.00 2.16 1. 72 28.51 
1967 9.86 6.84 9.15 2 .41 1. 75 30.00 
1970 10.17 7.50 8.93 2.54 l.68 30.81 
1975 10.37 8.03 9.38 2.96 1.80 32.55 
1977 10.21 8.48 9.62 3.14 1.86 33.31 
1979 10 .50 8.90 9.57 3.30 1.82 34.09 

South~rn Capital Goods Value Added in Total World Manufacturing Value Added. 

1963 0.19 0.24 0.38 0.03 0.16 1.00 
1967 0.25 0.30 0.39 0.03 0.17 1.15 
1970 0.27 0.35 0.44 0.03 0.13 1.23 
1975 0.45 0.46 0.64 0.05 0.15 1. 75 
1977 0.44 0.52 0.60 0.05 0.14 1. 76 
1979 0.47 0.59 0.63 0.05 0.13 1.85 

Source: USIDO data base; information supplied by the Statistical Office of 
the United Nations with estimates by the UNIDO Secretariat. 

all sectors of capital goods, there are some significant differences from one 

region to another. In East Asia the share has been increasing rapidly in all 

sectors. In South Asia the product.1.on - apparent consumption ratios have 

also been rising in all sectors of capital goods, though generally at a slower 

rate than in East Asia. In the other regions growth in these shares has been 

limited only to certain sectors of capital goods, growth at the aggregate 

level being virtually i111perceptible. In a 11 regions of the South, except 

North Africa Middle East, the production-apparent consu111ption ratio in 

non-electric machinery remains weli below those of the other sectors of 

capital l!l'.lods. 
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Table C.15. Share of Eaplovwaent in Capital Goods in Total Hanufacturi-!1J 
t.ploy-.ent by Region and Year. 

Non Electric Electric Transport Profeaaional Other Total 
Machinery Machinery Equipment Scientific Machinery Capital 

Equip. Photo. Good a 
Optic a. 

~82 383 354 385 390 

Latin America 
1963 2.57 3.45 7.35 2.19 0.33 15.89 
1967 3.12 4.25 6.62 1.83 0.42 16.23 
1970 4.58 3.79 6.21 1.53 0.46 16.53 
1975 7.07 4.31 6.65 2.75 0.39 21.17 
1977 7.30 4.76 6.06 2. 77 0.42 21.32 
1979 7.39 5.10 5.82 2.91 0.38 21.61 

Africa (South 
Sahara) 

1963 0.22 1.06 7.37 0.42 0.81 9.88 

1967 U.24 1.40 4.89 0.34 0.97 7.82 
1970 0.19 1.54 4.06 0.30 0.83 6.93 
1975 0.15 1.77 3.66 0.29 0.83 6.70 

1977 0.14 1. 73 3.56 0.36 0.89 6.68 
1979 0.13 1.77 3.56 0.24 0.67 6.37 

North Africa -
Middle East 

1963 2.15 2 .31 4.51 0.03 0.42 9.41 

1967 1.68 1.99 3.46 0.03 0.75 7.91 

1970 1.81 2.09 4.02 0.04 0.67 8.62 
1975 2 .17 2.17 3.63 0.02 0.61 8.60 

1977 1. 77 3.77 3.12 0.02 0.49 9.16 
1979 2.00 2.19 3.35 0.02 1.21 8. 77 

South Asia 
1963 4.91 3.09 8.65 1.33 o.o 17.98 

1967 6.04 3.67 9.33 0.59 1.04 20.67 

1970 5.80 4.14 9.20 0.60 1.20 20.94 
1975 5. 73 4.34 5.95 0.55 0.50 17.07 

1977 5.84 4.21 5 .41 0.60 0.50 16.57 

1979 2.36 4.98 2.64 0.18 0.71 10.87 

South-Eaat Asia 
1963 1.97 2.22 3.59 1.31 2.95 12.04 

1967 2.46 3.40 3.65 0.67 2.55 12. 72 

1970 1.91 4.29 3.27 0.75 3.67 13.89 

1975 2.75 7.27 3.82 1.10 2.55 17.49 

1977 2.88 8.84 4.30 1.44 2.74 20.19 
1979 3.59 10.35 4.65 1.68 2.57 22.85 

Source: UNIDO data hue; information aupplied by the Stati1tical Office of 
the United Nation• with eatimete• by the UNIDO Secretariat. 
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Table C.16. 

Non-Electric Eler.tric Trana port Profeaaional Total 
Machinery Machinery Equipment and Scientific Capital 

Equipment Good• 

Latin America 
1970 0.393 0.687 0.691 0.817 0.774 
1975 0.509 0.724 0.720 0.881 0.812 
1977 0.352 0.824 0.802 0.925 0.748 

Tropical Africa 
1970 0.098 0.288 0.102 0.105 0.150 
1975 0.102 0.260 0.080 0.129 0.130 
1977 0.106 0.289 0.209 0.114 0.212 

North Africa-Kiddle East 
1970 0.063 0.211 0.209 0.033 0.156 
1975 0.051 0.212 0.122 0.019 0.115 
1977 0.084 0.247 0.205 0.024 0.173 

South Aaia 
1970 0.606 0.840 0.728 0.691 0.729 
1975 0.699 0.861 o. 704 0.812 0.767 
1977 0.798 0.919 0.854 0.858 0.872 

EHt Aaia 
1970 0.134 0.561 0.412 0.220 0.382 
1975 0.202 0.150 0.459 0.522 0.495 
1977 0.354 0.888 0.665 o. 721 0.738 

South Totai 
1970 0.307 0.584 0.518 0.654 0.571 
1975 0.333 0.589 0.424 0. 736 0.526 
1977 0.324 0.698 0.590 0.814 0.608 

Note: Data calculated from data aerie• in U.S. dollara of 1975. 

Source: UNIDO data baae; information supplied by the Statistical Office of 
the United Nation• with eatimatea by th~ UNIDO Secretariat. 
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SU11111ary 

To ensure that the reader does not wind up lost in the statistical detail 

that has been presented in this section, the followiug propo&itions that have 

been supported by the logic and statistical evidence presented 1n the section 

are underscored. 

(1) StLtic allocative efficiency criteria and especially factor propor­

tions are of less relevance to the determination of efficient production 

and trade patterns of capital goods industries than they are to other 

industries. 

(2) Even so, the factor requirements of capital goods industries are not 

beyond the capabilities of developing countries as a whole. However, 

because several categories of capital goods have relatively high 

requirements of skills whic~ are available and relatively cheap only in 

certain regions of the South and others have relatively high requirements 

of capital which 1s again available and cheap only in certain other 

regions of the South, substantially m~re capital goods production in the 

South would be feasible and economic under a feasible and effective 

programme of So~th-South co-operation than there would be otherwise. 

(3) 'fhc importance of dynamic aspects of efficiency and in particular of 

learning-by-doing in capital goods industries justifies that high priority 

be given to capital goods production in the South. 

(4) Another advantage of Southern capital goods production is the 

provision of technology that is more appropriate and efficient 1n both 

factor proportions and scale to the conditions prevailing in the various 

countries and regions of the South. 

(5) There is quite considerable evidence that developing countries are 

able to efficiently produce capital goods with conside=ably greater 

labour-intensity and via smaller scale than they are generally assumed to 

be able to and than are Northern capital goods producers. Often this 

~apability on the part of the South can be accomplished relatively quickly 

and inexpensively by importing the machinery for producing, and then 

producing, older vintages of Northern capital goorls. 
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(6) It should be possible to overcome most of the oi:>stacles i.o Suuilu:~t"•• 

production of capital goods through South-South co-operation through 

judicious al locative decisions across regions and subsectors of capital 

goods, and in particular by relying on multinational companies (joint 

ventures) of developing countries as the institutional vehicle. 1ne one 

obstacle that is likely to remain insurmountable for the foreseeable 

future is the requirement of rapidity of new product development which 

characterizes some subsectors of capital goods. This would seem to rule 

out, or at least suggest that relatively low priority should be given to, 

the professional, scientific machinery and ruiscellaneou3 capital goods 

suhsectors of capital goods as far as Southern production and South-South 

co-operation are concerned. 

(7) On the one hand, the to ta 1 value of the South's imports from the 

North may seriously overestimate the potential for Southern p=oduction via 

South-South trade. On the other hand, however, the estimates of such 

potential by Alexander Yeats, wherein only labour-intensive capital goods 

are considered, and exports to the North are taken as a precondition for 

such potential, may seriously underestilIVite that potential. 

(8) Given the importance of dynamic considerations determining both the 

efficiency of capital goods production and the ability to export in 

judging the potential for growth of production and export of capital goods 

in the South, it is important to focus on those subsectors in which the 

South has in recent years achieved relatively h~gh ~atea of growth of both 

production and exports. Very considerable evidence that this has been the 

case in virtually all subsectors of capital goods has been presented. 

Certainly this has been true of the three general su~sectors favoured by 

previous considerations, namely non-electric machinery, electric machinery 

and transport P.Quipment. Within these subsec~ors, particularly 

attractive branches of activity for development by the South would ~eem to 

be power-generating machiner; (SITC 711), agricultural machinery (SITC 

712), office machinery (SITC 714), metal-working machinery (SITC 715), 

textiles and leather wachinery (SITC 717), other specialize~ non-electric 

machinery (SITC 718 and 7i9), electric-power gE:nerating machinery (SITC 

727), miscellaneous electric machinery (SITC 729), railway vehicles (SJ.TC 

731), road motor vehicles (SITC 732~ and ships and boats (SITC 735). 
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(9) It i• extre .. ly difficult to tr,.aalat• th• abo'H coaeicleration• into 

a preciH Hti .. te of the additional aeouat of production aacl tucle of 

capital 1ood1 that •i&ht be obtained throu&h the eavhioae4 proara... of 

South-South co-operation in capital 1ood1 in which a Southern Capital 

Good1 Ca.pany would be created and treated •• a partly or wholly d011eatic 

enterprise in all or .oat reaiona of th• South. leverth•l•••, aince 

capital 1ood1 induatriea are de .. ed to conatitute th• loaical focua for 

South-South co-operation, it i1 i..,ortant to atteapt to do 10. Should an 

effective proara ... of South-South co-operation be brou&ht into exiatence, 

it would •••• reaaonable that th• rather hiah arovth rat•• of value added 

and export• to the South could be .. iatained until 1990. Without auch 

cooperation, however, further i•port aubatitution and export expanaion in 

capital good• would be proble .. tic, .. kin& it likely that the arowth rat•• 

of production and export• between 1975 and 1990 would be conaiderably 

lower than in the recent paat. 
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D. lnduatrial DeYelOf!!Dt of the South via Couth-South Cooperation in 

lnduatriea other than Capital Goode. 

Accordin1 to the indicator• given in Table B.l. and analysed 80re 

~oepletely in the accompanying text in Section B, the 1ingle eoat promising 

area for develc,..nt in the South via South-South cooperation ia capital 

1ood1. lut the variou1 re1ource-baaed indu1trj~1, much •• aetal products and 

po1aibly al10 rubber product• in the li1ht indu1try cla11 and paper, 

indu1trial ch .. icala, other cheaical1, 1la11, non-aetalic aineral1 and 

non-ferrou1 .. tal induatriea of the ba1ic product• cla11 and the petr?leum and 

coal producta, vere al•o identified •• indu1trie1 vith apecial potential for 

development via South-South cooperation. 

A fairly hi1h level of develo,.ent of Southern production and export of 

the petroleua refinin& and p~troleue and coal product 1ector1 ha• already been 

achieved. lecau1e the1e aub1ector1 are characterised by economie1 of 1cale, 

capital-inten1ity 1 ener1y-inten1Lty and huaan capital-inten1ity 1 • fair amount 

of South-South cooperation vill certainly be re~ulred if the1e aector• are to 

be developed fully. Heverthele1a 1 aince 8UCh of the South'• production of 

thea2 induatrie1 baa been or ia bein1 developed for export to the North, a 

very con1iderable dearee of North-South co-operation i1 alao required. 

De1pite the fact that there ia con1iderable exce11 capacity in alao1t all 

re1ion1, becau1e of the relatively little ••ploJ8ent provided by auch 

indu1triea 1 redeployaent of 1uch indu1trie1 froa the North to the South seems 

to be pr9Ceedin1 cor.1iderabiy 80re a110othly than in other induatrie1. 

Indeed, aoat account• already corcede to the South con1iderable 1ucce11 in 

thi1 reapect. 1!/ for thia rea1on 1 the•• induatrie1 are excluded from much 

of the r ... inina analyai1 of induatriea vitli 1pecial potential for development 

in th• IOtath oa the baaia of South-South cooperation. We al10 1 for the most 

part, a•clude the rubber induatry fr011 the Light Indu1try cl••• becau1e the 

caae for it ia only .. rainal in term• of the ''•e of different acarce factors 

of production which ••Y be available not in any tingle region of the Souti1 but 

11/ lee, for eanple, "Dovn1tre .. without a Paddl1111
1 11te Econoailt 3-9 July, 

- 1912, pp.70-71. 



- 80 -

Table D.l. Gross Production, Imports, Exports, Apparent Consumption and 
the Share of Production in Apparent Consumption for the Years 
1970, 1975 and 1977. 

351 352 362 '.169 372 381 341 
Paper Industrial Other Class Non-metallic Non-ferrous M~tal 

North 
Gross 
Produc­
t ion 

Imports 

Exports 

1970 
1975 
1977 

1970 
1975 
1977 

1970 
1975 
IC::77 

Apparent 1970 
Consump- 1975 
tion 1977 

She1re of 1970 
Product- 1975 
ion in 1977 
Apparent 
Consumption 

South 
Gross 1970 
Product- 1975 
ion 1977 

Imports 1970 
1975 
1977 

Exports 1970 
1975 
1977 

Apparent 1970 
Consump- 1975 
t ion 1977 

Share of 1970 
Produc- 1975 
tion in 1977 
App~rent 

Consumption 

Products Chemicals Chemicals 

109.6 
114.3 
130.6 

12.2 
16.3 
16.9 

14.2 
19.l 
19.8 

107. 7 
lll.5 
127.8 

1.018 
1.025 
1.022 

8.5 
10.9 
11.8 

2.2 
3.4 
3.5 

0.3 
0.6 
0.7 

10. 5 
11.6 
14 .6 

0.814 
0.757 
0.805 

164.·1 
215.2 
259.4 

21.8 
29.2 
36.5 

27.4 
39.4 
45.7 

108.4 
205.0 
250.2 

1.036 
1.049 
1.037 

10.9 
18.5 
20.2 

7.5 
12.6 
12.6 

1.9 
2.7 
3.3 

16.5 
27.9 
29.4 

0.6.)4 
0.637 
0.687 

85.0 
102.6 
121. l 

5.9 
7.4 
8.7 

8.1 
9.8 

11. 7 

77.4 
100 .3 
118 .1 

1.096 
1.024 
1 .025 

15.0 
23.3 
25.9 

2.9 
3.4 
4.0 

0. 7 
1.0 
1.1 

17.3 
25.3 
28.8 

0.871 
0.907 
0.898 

Min£rals Metals Products 

20.9 
24.9 
30.l 

2.4 
2.6 
3.2 

2.8 
3.1 
3.8 

20.6 
24.4 
29.5 

1.020 
1.022 
1.022 

1.9 
3.1 
3.3 

0.6 
0.8 
1.0 

0.2 
0.2 
0.4 

2.3 
3.5 
4.0 

0.823 
0.848 
0.835 

90.0 
105.6 
115. l 

3.0 
3.9 
4.5 

3.6 
5.4 
6.9 

89.4 
104.0 
112 .6 

1.007 
1.015 
1.022 

7.8 
11. 7 
13.5 

0.9 
2.2 
3.5 

0.3 
0.6 
1.0 

8.4 
13.3 
16.0 

0.928 
0.883 
0.846 

76.4 
86.7 

101.2 

13.8 
18.5 
19.4 

10.8 
16.1 
17 .o 

79.4 
89.l 

104.6 

0.962 
0.973 
0.968 

7.0 
9.1 
8.7 

1.6 
3.0 
3.5 

4.6 
5.5 
6.0 

4.0 
5.7 
6.2 

l. 7 
1.4 
1.4 

185.8 
216.5 
241.4 

10.8 
14 .8 
19.1 

13.8 
20.1 
27.2 

182.8 
211.2 
233.3 

1.016 
1.025 
1.035 

14. 7 
20.6 
19.9 

3.8 
6.7 

10.9 

0.8 
1.4 
2.8 

17.8 
23.0 
27.9 

0.8 
0.8 
0 .1 

Source: UNIDO data based; information suplied by the Stati~tical Office of the 
United Nations with estimates by the UNitO Secretariat. 
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Table D.2. Share of Production in AE2arent Consum2tion for the Years 
1970, 1975 and 1977, by Region of the South. 

341 351 352 362 369 372 381 
Paper Industrial Other Glass Non-meta 11 ic Non-ferrous Metal 

Chemicals Chemicals Minerals Minerals Products 

Latin America 
1970 0.861 0.792 0.925 0.859 0.970 1.534 0.870 
1975 0.853 0. 771 0.953 0.917 0.968 1.360 0.899 
1977 0.873 o. 796 0.955 0.914 0.971 1.583 0.920 

T:r:-opical Africa 
1970 0.601 0.514 0.628 0.460 o. 772 0.574 
1975 0.553 0.503 0.691 0.464 0.670 0.617 
1987 0.487 0.456 0.704 0.297 0.520 0.506 

North Africa-Middle East 
1970 0.654 0.433 0.755 o. 728 0.899 0.910 0.565 
1975 0.532 0.522 0.788 0.851 0.736 0.838 0.445 
1977 0.542 0.507 0.737 o. 709 0.622 o. 717 0.262 

South Asia 
1970 0.868 0.753 0.971 0.911 0.996 0.782 1.000 

1975 0.845 0.684 0.990 0.931 0.999 1.095 0.994 

1977 0.875 0.845 0.982 1.030 1.008 0.948 1.021 

East Asia 
1970 0.557 0.522 o. 771 0.813 0.875 0.737 

1975 0.694 0.448 0.858 0.841 0.885 o. 774 

1977 0.667 0.529 0.855 0. 746 0.954 0.962 

SourcP-~ From Table D.l. 

only in the South as a whole. l~/ 

1,2/ Natural rubber or petroleum-based materials and capital are the only 

sc•rce factors of production relevant to this industry and in the case of 

capital (as shown in Table B. l above) t:he requirements are only slightly 

•hove-average in twn of the relevant indicators, na~ely, ICORs for 

developed countries and value added labour ratios for the 11.S., and 

below-average in each of the other indicators. Since both capital and 

petroleum-baaed materials 1 are avaih.ble in the North Africa-Middle East 

region, interregional co-operation among developing countries would seem 

rather •mnecessary for successful development of the industry at least for 

that rer.. the South. 



11te potential for development of the previou•ly identified re•ource-baaed 

indu•trie• in the South on the ba•i• of global (aa appoaed to national o~ even 

regional) import substitution ia de•onatrated in the lower half of Table D.l. 

in the form of relatively low •hare• of dome•tic production in apparent 

conaumption of the South. Note that even a• recently a• 1979 with t~e 

exception of ISIC 372 (non-ferrous metal•) 2~/ the•e •hare• are all le•• 

than .9 and are•• low a• .687 for ISIC 351 (induatrial chemical•) and .700 

for ISIC 381 (metal producta). Not •urpri•ingly 1 except for ISIC 372 theae 

relatively low share• contra•t rather aharply with thoae of the North in the 

aame induatrie• (which aa ahovn in the top half of the tdble are greater than 

1.0 aa recently a• 1977. In some aectora 1 such a• industrial chemical• and 

other chemical•, the South has succeeded in rai•ing the production - apparent 

conauaption ratio~ between 1970 and i977 1 but in all the other• the•e ratio• 

have actually d~ .ined. 

Table D.2 presents the same production-apparent coneumption ratios for 

each region of the South. Some fairly substantial differences between 

regions can easily be discerned. For example, the ratios are exceptionally 

high for South Asia, indeed exceeding unity in three of the seven sectors. 

On the other hand, the ratios are generally very low and falling for Tropical 

Africa and North Africa-Middle Eaat. With the exception of glaas in Ea•t 

Aaia the ratios are generally rising in Latin America, South Asia and Ea•t 

Asia. 

fcom Table D.3 it can be aeen that all seven of the selected •ector• have 

been growing relatively rapidly at the world level, more than doubling in real 

terms between 1963 antl 1979. 11te table also reveal• the rather extreme 

de~ree to iolhich Latin American value added in these seven sector• dominate• in 

overall production of the South. Both the absolute figure• pre•ented in 

Table D.3 and the growth rate• for the period 1963-1979 derived from these 

figure• end given in Table D.4 make clear the rather remarkable extent to 

which the growth rates in the Souther.1 regions in these aectora have exceeded 

those of the world aa a whole. Comparatively £peaking, the growth rates of 

value added in these sectors in the Tropical Africa and South Asia regions 

20/ nte share of produ~tion in Apparent consumption in this sector is 
unre•li~tically high because of the inclusion of slightly proceaaed metals 

exports in this sector. 
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ta~lt D.l. Seco:or and Selected 

341 351 352 362 369 372 311 

UllITAD Paper lnduatrial Other Glau Non-aetallic Non-ferroua Metal 

lesion Q\eaicah O\•icah Hiner ah Hetah Product• 

Latin A9erica 
lt63 1003 1179 2163 333 1202 785 1832 

un 1397 1671 3093 434 1559 1082 2588 

U70 1777 2395 4C54 569 2113 1395 3325 

1975 2105 3624 6410 875 3039 1757 4604 

1917 2373 4092 7532 978 3389 2096 5095 

1979 2141 4522 1165 1088 3831 2325 6015 

Tropical Africa 
1963 58 85 138 18 99 93 135 

1967 85 116 155 28 151 74 222 

1970 115 127 214 31 169 108 280 

1975 157 195 358 41 254 147 443 

U71 177 110 472 46 250 153 551 

197! 205 212 433 58 242 163 437 

lorth Africa - Middle laat 
1963 ISO 116 173 44 272 144 213 

1967 169 185 260 50 407 196 279 

1970 220 275 403 88 520 234 411 

1975 290 649 646 286 945 416 723 

1977 342 673 871 318 1122 291 800 

1979 358 833 892 412 !451 432 638 

South Aaia 
1963 173 251 645 53 253 96 295 

1967 222 359 757 65 303 134 409 

1970 285 510 883 65 402 189 561 

1975 342 736 962 70 486 168 612 

1977 349 994 1159 81 573 220 660 

1979 398 1134 1291 103 623 241 704 

!aat A•i• 
1963 125 125 272 62 212 33 240 

1967 146 182 384 114 341 74 357 

1970 159 340 533 124 446 78 400 

1975 332 677 962 146 648 123 659 

lj77 470 895 1182 190 994 200 964 

1979 590 1135 1588 247 1340 331 1191 

World 
1963 27556 29729 25760 7570 :H845 15674 57221 

1967 34885 45489 34943 9820 38029 21050 73722 

1970 42094 62778 45008 12282 46782 26336 91751 

1975 44502 13f64 56402 14963 56009 30245 108046 

1977 50862 100629 66770 18009 61564 35290 124558 

1979 564~ 112883 75924 19982 67595 38208 137866 
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Table D.3. Continued. 

Developing Countries Share (%) in World Total. 
1963 5 .47 5.91 13.16 6.74 6.42 7. 34 4.8 
1967 5.79 5.53 13. 30 7.04 7.24 7 .41 5.2 
1970 6.07 5.3~ 13.52 7.14 7.89 7.60 5.4 
1975 7.25 7.05 15. 56 9.49 9.61 8.64 6.5 
1977 7.30 6.81 16 .80 8.96 10.31 8.39 6.5 
1979 7.79 6.96 17 .21 9.55 11.08 9.14 6.6 

Source: UNIDO data base; information supplied by the Statistical Office of the 
United Nations with estimates by the UNIDO Secretariat. 

have been well below those of the other regions of the South and in several sectors 

at rates below those of the world as a whole. As can be easily seen, Table D.4 

includes those additional sectors !SIC 353 (petroleum refining), !SIC 354 

(petroleum and coal products), and ISIC 355 (rubber) in addition to the other seven 

sectors included in the preceding tables. While the growth rates attained by East 

Asia in all these sectors are ext~emely high, its 1963 levels were so small that 

even in 1979 only in non-metallic minerals did its value added exceed 25 per cent 

of that of Latin America. 

Table D.5 presents comparable data on employment per thousand dollars of value 

added at constant prices of 1975 for each of the ten aforementioned sectors in each 

of the five regions of the South for the years 1963, 1970 and 1979. In almost all 

cases employment per unit of value added is seen to have been falling rapidly, 

thereby indicating that its inverse, labour productivity, has been rising 

rapidly. The exceptions are other chemicals anj non-ferrous metals in La~in 

America, paper, other chemicals, glass and to a lesser extent industrial chemicals 
21/ 

in North Africa-Middle East, and paper and other chemicals in South Asia. 

The figures also reveal considerably greater employment per unit of value added in 

South Asia than in the other regions and also in glass, non-metallic minerals 

21/ 'Illese exceptions are most likely explained in terms of changing sectoral mixes, 
increased weights being attached to labour-intensive subsectors, rather than in 
terms of declining labour productivity. 



Table D.4. Grovth Rates of Manufacturing Value Added by Sector a·;; Constant Prices 1963-1979 

353 354 355 341 351 352 362 369 312 381 

Petroleum Petroleum Rubber Paper Industrial Other Glass Non-metallic Non-ferrous Metal 

Refining and Coal Chemicals Chemicals Minerals Metals Products 

Products 

World 4.94 3,95 5,43 3.20 8.18 6.79 6,59 4.68 4.99 5,23 

Latin Americ'l 3,74 7.12 7.11 4.94 9.34 10.88 9.45 8.19 7.02 7,37 

Tropical 
Africa 5.81 2.43 6.81 7,45 5.99 14.04 6.80 4.77 5,98 11.14 

North Africa 
-Middle 
East 4.96 26.39 11. 78 7.63 16.09 13.71 23.88 13.68 3.70 11. 74 

South Asia 0. 78 8.71 5.35 3.43 11.76 4.64 3.74 6.09 2.56 2.75 

East Asia 8.00 14.17 10.91 18.80 17. 51 14.20 7,37 14.29 16.99 15.80 

SoUI..!e: UNIDC date. base; information supplied by the Statistical Office of the United Nations with estimates by 
the UNIDO Secretariat. 

I ~ 
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Table D.5. Employment per Unit of Value Added by Sector 1963, 1-970 and 1979 by Region 

353 354 355 341 351 352 362 369 372 381 

Petroleum Petroleum Rubber Paper Induotrial Other Glass Non-metallic Non-ferrous Metal 

Refining and Coal Chemicals Chemicals Minerals Metals Product£• 
Products 

Latin America 
1963 12 104 79 96 230 13 186 64 31 46 

1970 9 46 59 81 86 36 148 52 33 44 

1979 16 48 53 76 62 27 103 55 31 39 

Tropil:al Africa 

1963 87 - 287 102 1157 84 107 264 99 194 

1970 23 - 172 144 337 108 119 208 39 211 

1979 40 - 119 136 218 118 160 244 33 168 

North Africa - Middle East OD 
Q'I 

1963 83 - 150 171 628 141 456 304 417 349 

1970 96 - 118 186 299 239 477 324 105 308 

1979 112 - 158 256 309 141 663 333 414 342 

South Asia 

1963 159 - 482 432 742 268 779 682 392 544 

1970 73 322 452 313 632 291 867 552 264 334 

1979 59 416 405 456 124 291 744 482 285 339 

East Asia 
1963 17 - 403 236 566 385 208 566 182 417 

1970 8 279 396 282 163 142 221 185 138 353 

1979 6 94 207 152 50 59 190 151 67 236 

Source: UNIDO data base; information supplied by the Statistical Office of the United Nations with estimates by 

the lJNIDO Secretariat. 
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and induatrial cheaicala than in other aectora. Not aurpriaingly, Latin 

Amierica, with ita relatively high per capita income and wage rates, baa the 

loweat e•ployment-value added ratio• among regions. ~nd petroleum refining, an 

extremely capital-intenaive aector, haa t~e loweat auch ratioa among 

aectora. Despite the relatively high per capital income in much o[ North 

Africa-Middle Eaat, the region is relatively high in employment per unit of 

value added. 

Table D.6 reveal• that in the world aa a whole only four of the ten 

aectora included i.e., ISIC 351 (induatrial chemicals), ISIC 352 Cother 

chemicals), !SIC 362 (glaaa) and !SIC 381 (metal producta), have diaplayed th~ 

de•irable property of riaing aharea in total manufacturing value added. For 

the moat part, however, aore of theae aectora have riaing aharea in 

manufacturing value added in the various region• of the South. For example, 

in South Aaia all ten aectora have experienced riaing aharea; in Latin 

America all except !SIC 353 (petroleum refining) have had riaing shares, and 

in Tropical Africa all except !SIC 372 (non-ferroua .etala) have had 

increaaing aharea. 

We turn now to trade. In Table D.7 are the 3 x 3 trade matricea for each 

of the aeven !SIC categoriea - ISIC 341, 351, 352, 362, 369, 372 and 381 - for 

the yeara 1970, 1975 and 1977 in million• of conatant U.S. dollars of 1975. 

While in 1970 Southern export• accounted for more than 10 per cent of world 

export• only in ISIC 372 a category which often involve• only a minor amount 

of local proceaaing, by 1977 the Southern ahare in thia aector had reached 

alaoat 30 per cent and it• ahare in world export• of ISIC 369 (non-metallic 

mineral•) had exceeded 40 per cent. Although theae aectora are not among the 

aoat important in term• of abaolute valuea, the tendency for the Soutnern 

aharea in iaporta of both the North and the South to grow - even if from 

rather aaall aharea in the baae period - may be taken •• evidence of 

conaiderable potential for further growth. Notice alao that Southern export• 

to the South accounted for more than half of the South'• export• for all 

c011m10ditiea included in the table except industrial cheaicala ISIC 351 and 

non-ferroua metal• ISIC 372. 

Further evidence of Southern 1rowth potential in theae aeven induatriea ia 

pro~ided in Table D.8. In aix of the aeven 1ector1 Southern export• at 

conatant price• 1rew aore rapidly than Northern export• between 1970 and 1977 
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Table D.6. Share of Manufacturing Value Added by Region and Sector 1963, 1970 and 1979 

353 354 355 341 351 352 362 369 372 381 

Petroleum Petroleum Rubber Paper Industrial Other Glass Non-metallic Non-ferrous Metal 

Refining and Coal Chemicals Chemicals Minerals Metals ProC:.ucts 

Products 

World 
1965 2.3 o.6 1.4 3.2 3.4 3.0 6.9 3.7 1.8 6.6 

1970 2.5 0.5 1.4 3.1 4.7 3,4 0.9 8.5 2.0 6.8 

1979 2.3 o.4 1. 3 2.8 5.7 3.8 1.0 3.4 1.9 6.9 

La.tin America 
1963 8.8 0.3 1.6 2.4 ?. • 8 5.1 o.8 2.8 1.8 4.3 

1970 7.8 0.5 1.8 2.6 3.5 6.o o.8 3.1 2.1 4.9 

1979 5.9 0.5 1.9 2.6 4.1 8.0 1.0 3.4 2.1 5.4 

Tropical Africa 
1963 o.8 0.1 1.3 1.6 2.3 3.8 0.5 2.7 2.5 3,7 OD 

t;¥: 

1910 2.6 1.1 1.6 1.8 2.0 3.4 0.5 3.0 l. 7 4.5 

1979 2.7 1.1 2.0 2.4 2.4 5,0 0.7 2.8 1.9 5.0 

North Africa - Middle East 
1963 41.6 0.3 1.3 1. 7 1.3 1.9 0.5 3.0 1.6 2.4 

1970 38.7 0.3 1.0 1.6 2.0 3.0 o.6 3.8 l. 7 3.0 

1979 28.1 1.4 0.9 1.6 3.8 4.o 1.8 6.5 1.9 3.0 

So·.ith Asia 
1963 1.1 0.2 1.1 1.6 2.3 5,9 0.5 2.3 0.9 2.7 

1970 1.6 o.4 1.3 2.0 3.5 6.1 0.5 2.8 1. 3 3.9 

1979 1.5 0.7 1.6 2.2 6.4 7,3 o.8 3.5 1.4 4.4 

East Asia 
1963 11.5 o.8 3.1 1. 7 1. 7 3,7 o.8 2.9 o.4 3.2 

1970 10.3 0.9 2.8 1.3 2.7 4.3 1.0 3.6 o.6 3.2 

1979 6.5 o.8 2.2 1.7 3,3 4.6 0.7 3,9 1.0 3.4 

Source: UNIDO data base; information supplied by the Statistical Office of the United Nations with estimates by 

the UNIDO Secretariat. 



- d9 -

and in five of the seven sectors exports of the South to the South (imports of 

the South from the South) grew faster than those to the North. The average 

annual growth rate in South-South trade (at constant prices) exceeded 9 per 

cent in all sectors except !SIC 352 (other chemicals). 

A more detailed analysis of the factors underlying the rapid growth of 

Southern exports in general and of those to Southern regions, in particular, 

can be obtained with the use of the trade share data for the same sector~ and 

year~ which are given in Tables D.9a - D.9g. An entry in any of these tables 

appearing in section i, column j and row t (which may be designated as ijt for 

the year t indicated at the left hand margin of the row) represents the share 

of imports of region j originating in region 1. While the last two columns 

and sections pertain to the North as a whole and the South as a whole, 

respectively, the preceding columns and sections represent the individual 

regio1.~ of the South. For each section/column entry there are three row 

entries, the observations on the relevant share for the years 1970, 1975 and 

1977, respectively. 

For example, with reference to Table D.9a for the trade shares for ISIC 

341 (paper and paper products), the entries in the last two sections and 

columns (at the bo:tom right corner) of the tahle indicate that between 1970 

and 1977 (1) the share of imports from the North in total Northern imports of 

paper and paper products decreased slightly from 99.4% to 98.7% while that 

from the South increased from a paltry 0.6% to 1.3%, and (2) the share of 

imports from the North in Southern imports decreased from 89.4% to 87.2% while 

that from the South increased from 10.6% to 12.8%. Likewise, from the 

entries in the Latin America row in the last two columns of the table it can 

be seen that between 1970 and 1977 the shares of Northern and Southern imports 

originating from Latin America increased from 0.2% to 0.8% in the former case 

and from 5.2% to 5.4% in the latter case, or about one-half of the overall 

South share in both cases. The shares of East Asia in both Northern and 

Southern imports of paper increased sharply between 1970 and 1977 so as in 

both cases to become the second most important Southern source (behind Latin 

America) of such imports by 1977. From the entries for the first five 

columns of the bCJttom row it can be seen that the Southern shares of regional 

imports in 1970 exceeded ten percent only in Latin America and East Asia. In 

both such cases, moreover, the bulk of the Southern share was intraregional, 
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Table D.7. Trade Matricea h~ Sector and Year 1970 1 1975 and 1977. 
(In Millions of U.S. Dollars of 1975.) 

1970 1975 1977 

341 Paper Products. 

South North World South North World South North World 
South 238 73 311 413 205 618 454 232 685 
North 2014 12173 14187 3022 16093 19115 3080 16675 19756 
World 2251 12247 14498 3435 16298 19733 3534 16907 20441 

351 Industrial Chemicals. 

South North World South North World South North \forld 
South 594 1288 1882 1239 1493 2732 1269 2081 3349 
North 6911 20494 27405 11615 27808 39423 11296 34440 45736 
World 7505 21782 29287 12854 29301 42155 12564 36521 4908b 

352 Other Chemicals. 

South North Worl.:1 South North World South North World 
South 375 335 710 496 499 996 579 514 1093 
North 2567 5577 8145 2856 6929 9784 3459 8235 11694 
World 2942 5912 8854 3353 7427 10779 4038 8749 12788 

362 Glass. 

South North World South North World South North World 

South 100 52 151 155 84 239 255 107 362 
North 463 2368 2830 613 2475 3087 764 3072 1836 
World 562 2419 2982 767 2559 3326 1019 3179 4198 

369 Non-metallic Minerals. 

South North World South North World South North World 
South 256 81 337 494 114 688 814 2651 3465 
North 684 2934 3618 1664 3742 5406 195 4285 4480 
World 940 3014 3955 2158 3856 6014 1009 6937 7946 

372 Non-ferrous Metals. 

South North World South North World South North World 

South 528 4121 4649 906 4565 5471 977 5042 6019 

North 1113 9678 10762 2129 13952 16081 2545 14407 16952 

World 1641 13799 15441 3035 18517 21553 3522 19449 22971 

381 Metal Prot.lucts. 

South North World South North World South North World 

Sout:1 476 314 791 806 594 1400 1716 1118 2834 

North 3327 10504 13831 5883 14198 20080 9195 18008 27203 

World 3804 10818 14622 6689 14791 21480 10911 19125 30036 

Source: UNIDO data haee; inform~tion supplied by the Statistical Office of 
the United Nation• with estimates by the UNIDO Secretariat. 
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T•'Dle D.I. Growth lctea of Intra ana Iut~rre;ional Trade Flow1 at Con1tant 
PTlcH ol 1175 between i970 and 1977. (In Per cent r~:- !"nu•.) 

Sector Re1ion South North Wor~d Sector South North World 

341 South 9.7 17 .9 ll.9 351 11. 5 7.1 8.6 
Paper North 6.3 4.6 4.8 Indu1trial 7.3 7.7 7.6 

World 6.7 4.7 5.0 Chemic•ls 7.6 7.7 7.7 

352 South 6.4 6.3 6.4 362 14.3 10.9 13 .3 
Other North 4.4 5.7 5.3 Gl.-u 7.4 3.8 4.4 
Cheaicah World 4.6 5.8 5.4 8.9 4.0 5.0 

369 South 18.0 64.6 39 .5 372 9.2 2.9 3.8 
Non-etallic North -16.4 ~.6 3.1 t.lon-ferrous 12.5 5.8 5.9 
Minerah World 1.0 12.6 10.5 Metals 11. 5 5. (J 5.8 

381 South 20.1 19.9 20.0 
Hetd North 15.6 8.0 10.l 
Product a World 16.2 8.5 10.8 

Source: From Table D.7. 

i.e. froa Lltin America to Latin Aaerica in the first case and from Eaet Asia 

to E••t A1ia in the latter case. Notably the share o( regional imports of 

paper ori1inating in the South increa1ed in each of the six region• of the 

South between 1970 and 1977. P•rticularly large increases in shares of 

import• originating in the South were regiatered for North Afric•-Middle East, 

South A1ia •nd Ea1t A1i•. Only in Ea1t Asi• w•s the intra-regional share in 

the overall increa1e in the Southern 1hare over one-half. 

S\ailarly 1 from Table D.9b it can be seen that, while the South's share in 

import• of induatrial che•icala by the South grew sufficiently so as to reach 

more than 10 per ~ent by 1977 1 the •h•re of the South in Northern i~~orts fell 

1ufficiently 1harply 10 aa to reach only 5.6% in 1977. In both cases the 

1h•re1 of iaport1 origin•ting in Latin America were the largest among Southern 

region• in •11 year•, the 1hare1 of Nor~h-Africa-Hiddle East and Eaat Asia 

having arovn 1ub1tantially ao a1 to become the next moat important sources ~f 

both Northern and Southern iaporta of induatrial chemicals by 1977. On the 

other hand, the Southern ahare in regional import• grew sufficiently rapidly 

in South A•ia ao that by 1977 the Southern ahare was higheat in South Aaia, 

with North Africa-Middle Eaat and Eaat Asia aupplying the largeat aharea of 
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this region's imports from the South. The share of the South in imports of 

industrial chemicals of both East Asia and Latin America also increased 

substantially so as to exceed 10 per cent by 1977. 

From Tabl~ D.9c it can he seen that, while the share of the South in 

imports of other chemicals of the North grew only modestly so as to reach 6% 

in 1977, the Southern share of Southern imports of other chemicals grew more 

capidly so as to attain 14.4% in the same year. In both cases 1atin America, 

East Asia and North Africa-Middle East (in that order) were the most important 

Southern suppliers. East Asia followed by Latin America and South Asia 

(China) had for the same sector the largest shares of imports coming from the 

South. Whereas in the case of East Asia intraregional imports constituted 

only a little over one-third of imports of other chemicals from the South 

(countries not included in the tables such as Taiwan and China being other 

important sources of supply), in Latin America imports from within the region 

comprise more than 90 per cent of the region's imports from the South. 

Table D.9d shows that the patterns in the glass industry are rather 

similar. While the share of the South in Northern imports has risen only 

slightly (from 2.1% to 3.3%) between 1970 and 1977, that of Southern imports 

has risen substantially fro~ 17.8 per cent to 25.l per cent. The latter rise 

is explained primarily by the high and rising shares of imports from the South 

in total imports of the South in Latin America (from 20.5% to 37.5%), in East 

Asia (from 22.9% to 32.2%), in North Africa-Middle East (from 13.9% to 19.3%) 

and in South Asia (from 8.9% to 17.1%). Once again well over 90% of Latin 

America's imports from the South are intraregional whereas those of North 

Africa-Middle East, South Asia and East Asia include substantial and generally 

gr0wing shares from other regions (though not from Latin America or Tropical 

Africa). 1lle principal difference in this sector from the others analyzed in 

this section is the rapidJy growing importance of South Asia in both Northern 

imports and Southern imports. 

Table D.9e presents the trade shares for !SIC 369 (non-metallic 

mir.erals). As previously noted, this is a sector in which even by 1970 the 

South had already attained fairly high shares of importa in both the North and 

the South. Notice that the share of regional imports of non-metallic 

minerals originating in the South increased substantially over the 1970-1977 

p~riod in Latin America and East Asia, fell rather abruptly in Tropical 
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Africa, and was irregular in the other regions of the South. While the 

intraregional shares in such i~ports are relatively large in both Latin 

America and Tropical Africa the extra regional and Southern sh~res have grown 

rapidly in the case of North Africa-Middle East, South Asia and East ~~ia. 

By referring to Table D.9f, it can be seen that the share of Northtrn 

imports of non-ferrous metals originating in the South which had already 

reached 33.2 per cent in 1970 declined to 25.8 per cent in 1977. This was 

partially offset, however, by an increase in the South's share of Southern 

imports from 35 .4 per cent in 1970 to 37. 7 per cent 10 1977. Tropical 

Africa's shares in both regions were originally quite high but since then have 

fallen sharply. Those of East Asia, and in the case of Southern imports also 

Latin America, however, have increased quite sharply. The shares of imports 

from the •;outh in regional imports have increased to over SO per cent in both 

Latin America and countries not included in the table (mainly Taiwan Province 

of China and China). In the former case over 90 per cent of those shares 

originate in the region itself whereas in the latter case the largest portion 

in 1977 came from Latin Americ~ followed by Tropical Africa and North 

Africa-Middle East. 

Finally, from Table D.9g it can be seen that the South's shares in imports 

of both the North and the South of metal products have risen substantially 

betweE:n 1970 and 1977. In this sector most of the growth of the Southern 

shares in both Northern and Southern iwports has originated in East Asia and 

to a lesser extent North Africa-Middle East. As a result of tre fact that 

East Asia and other exclud2d countries having managed to obtain growing shares 

of the Latin American market, metal products is the one sector in which the 

intraregional component has not constituted the overwhelming portion of the 

Southern share of Latin America imports. It can also be seen that East Asia 

has managed to obtain significant and growing shares 10 all regions of the 

South (except China). South Asia, on the other hand, has lost considerable 

portions of its base period shares in imports of metal products in Tropical 

Africa and North-Africa-Middle East. The Souchern shares in imports of metal 

products were increasing in all regions of the South except Tropical Africa 

(and China) betweeo 1970 and 1977. 
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Table D.9a. Trade Share• for Sector 341 rape!...!!!J!!oclucts. 

LA TA ME SA u • s 
Latin Aaileriu (LA) 

1970 0.128 o.o 0.0 o.o 0.001 0.002 0.052 
l97S 0.130 0.002 0.0 0.005 0.004 0.005 0.048 
1977 0.135 0.017 0.003 0.004 O.OlS 0.008 0.054 

Tropical Africa 
1970 0.0 0.039 0.003 o.o 0.002 0.001 0.006 
1975 0.001 0.020 0.005 O.O'}l 0.002 o.o 0.004 
1977 0.0 0.023 0.004 0.004 0.003 0.0 0.005 

North Africa - Middle East (NE) 
1970 o.o 0.003 0.018 o.o o.o 0.002 0.003 
1975 o.o 0.002 0.053 0.001 0.0 0.001 0.011 
1977 o.o 0.001 0.030 0.001 o.o 0.001 0.006 

South Asia (SA) 
1970 o.o 0.007 0.022 0.015 0.006 0.0 0.006 
1975 o.o 0.005 0.004 0.011 0.002 o.o 0.002 
1977 G.C 0.002 0.006 (l.038 0.002 0.0 0.004 

Eut Asia (EA) 
1970 0.0 0.003 o.o o.COJ 0.022 0.001 0.013 
1975 0.001 0.003 0.010 0.014 0.050 0.002 0.019 
1977 0.001 0.005 0.018 0.035 0.071 0.004 0.025 

North (N) 
1970 0.871 0.937 0.938 0.968 0.877 0.994 0.894 
1975 0.855 0.955 0.925 0.953 0.824 0.992 0.885 
1977 0.849 C.936 C.912 0.892 0.819 0.987 0.872 

South (S) 
1970 0.129 0.063 0.062 0.032 0.123 J.006 0.106 
1975 0.145 0.045 0.075 0.047 0.176 0.008 0.115 
1977 0.151 0.064 0.088 0.108 0.181 0.013 0.128 

Source: UNIDO data bate; information 1upplied by the 8tati1tical Office of 
the United Nations with ••ti•at•• by the UNIDO Secretariat. 
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T•ble D.9b. Tnd~ Sh•rH for Seetor 351 lndu1tries Chemicals. 

LA TA NE SA EA N s 
t..tin America (LA) 

1970 0.066 0.0 0.001 0.001 0.005 0.034 0.026 
1975 0.083 0.013 0.003 0.004 0.005 0.026 0.032 
1977 0.098 0.008 0.005 0.013 0.003 0.025 0.037 

T~opical Africa (TA) 
1970 o.o 0.048 0.002 0.008 ~.004 0.004 0.006 
1975 'l.001 0.035 0.002 0.005 0.006 0.003 0.006 
1977 0.001 0.036 0.001 0.009 0.004 0.003 0.005 

North Afric• - Middle East (NE) 
1970 0.009 0.001 0.016 0.019 O.C>06 0.004 0.013 
1975 0.010 0.014 0.058 0.061 0.030 0.010 0.029 
1977 0.003 0.003 0.041 0.059 0.006 0.013 0.017 

South Ada (SA) 
1970 0.0 0.003 0.060 0.003 0.003 0.003 0.008 
1975 o.o 0.005 0.008 0.003 0.005 0.001 0.003 
1977 o.o 0.004 0.013 0.009 0.004 0.001 0.004 

EHt Asb (SA) 
1970 o.o 0.007 0.005 0.003 0.038 0.002 O.Cll 
1975 0.002 0.008 0.001 0.005 0.033 'l.003 0.014 
1977 0.005 0.005 0.012 0.056 0.065 0.004 0.022 

North (N) 
1970 0.920 0.933 0.904 0.959 0.905 0.937 0.921 
1975 0.897 0.912 0.915 0.915 0.889 0.952 0.903 
1977 0.884 0.925 0.909 0.836 0.880 0.944 0.899 

South (S} 
1970 0.080 0.067 0.096 0.041 0.095 O.Oo3 0.079 
1975 0.103 0.088 0.085 0.085 0 .111 0.048 0.097 
1977 0.116 0.075 0.091 0.164 0.120 0.056 0.101 

Source: UMIDO data baae; infol'98tion supplied by the Statistical Office of 
the Ur.ited Nation• vith eatiaatea by th~ UNIDO Secret&riat. 
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Table D.9c. Trade Shares for Sector 352 Other Chemicals. 

LA TA NE SA EA N s 
Latin America (LA) 

1970 0.175 0.0 o.o 0.002 0.007 0_026 0.064 
1975 0.174 0.002 0.001 0.001 0.010 0.019 0.055 
1977 0.199 0.001 0.001 0.002 0.006 0.020 0.054 

Tropical Africa (TA) 
1970 o.o 0.022 0.001 o.o 0.0 0.005 0.004 
1975 0.0 0.019 0.0 0.0 0.0 0.004 0.003 
1977 0.0 0.013 0.0 0.0 0.0 0.004 0.003 

North Africa - Middle East (NE) 
1970 0.0 0.003 0.022 0.006 0.001 0.009 0.005 
1975 0.0 0.002 0.056 0.010 o.o 0.016 0.018 
1977 0.0 0.001 0.047 0.007 0.0 0.008 0.015 

South Asia (SA) 
1970 0.001 0.009 0.015 0.021 0.015 0.004 0.009 
1975 0.0 0.012 0.008 0.039 0.009 0.006 0.007 
1977 0.0 0.008 0.009 0.021 0.007 0.006 0.007 

East Asia (EA) 
1970 0.001 0.003 0.002 0.019 0.088 0.005 0.025 
1975 0.0 0.013 0.006 0.046 0.096 0.013 0.030 
1977 0.001 0.018 0.011 0.06() 0.120 0.013 0.032 

North (N) 
1970 0.813 0.958 0.951 0.945 0.754 0.944 0.872 
1975 0.800 0.938 0.918 0.879 0.647 0.933 0.852 
1977 o. 775 0.942 0.914 0.894 0.666 0 .946 0.856 

South fS) 
1970 0.187 0.042 0.049 0.055 0.246 0.056 0.128 
1975 0.200 0.062 0.082 0.121 0.353 0.067 0.148 
1977 0.225 0.058 0.086 0.106 0.334 0.060 0.144 

Source; UNIDO data base; information supplied by the Stdtistical Office of 
the United Nations ~~th estimates by the UNIDO Secretariat. 
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Table D.9d. Trade Shares for Sector 362 Glass. 

LA TA NE SA EA N s 
Latin America (LA) 

1970 0.199 0.0 0.0 0.0 0.0 0.007 0.081 
1975 0.306 0.010 0.002 0.0 0.001 0.008 0.:)<)8 
1977 0.361 0.003 0.001 0.0 0.001 0.007 0.103 

Tropical Africa (TA) 
1970 o.o 0.049 0.003 o.o 0.0 0.0 0.008 
1975 o.o 0.017 0.002 (' .o 0 ') 0.0 0.004 
1977 0.0 0.008 0.001 0.0 0.001 0.003 0.002 

North Africa - Middle East (NE) 
1970 0.0 0.0 0.057 0.002 0.0 0.0 o.cno 
1975 0.0 0.001 O.Oi9 0.005 o.u 0.0 0.025 
1977 o.o o.o 0.070 0.002 o.o 0.001 0.025 

South Asia (SA) 
1970 0.0 0.002 0.013 0.016 0.010 0.0 0.005 
1975 o.o 0.005 O.Oll 0.034 0.016 0.001 0.008 
1977 0.0 0.005 0.061 0.075 8.031 0.007 0.030 

East Asia (EA) 
1970 0.002 0.023 0.014 0.024 0.069 0.007 0.030 
1975 0.001 0.025 0.016 0.023 0.065 0.015 0.027 
1977 0.004 0.029 0.016 0.063 0.139 0.010 0.036 

North (N) 
1970 0.795 0.901 0.861 0.912 0. 771 0.979 0.822 
1975 0.685 0.890 0.864 0.878 0.753 0.968 0.792 
1977 0.625 0.875 0.807 0.829 0.678 0.967 0, 749 

South (S) 
1970 0.205 0.099 0.139 0.088 0.229 0.021 0.178 
1975 0.315 0.010 0.136 0.122 0.247 0.031 0.208 
1977 0.375 0.125 0.193 0.171 0.322 0.033 0.251 

Source: UNIDO data base; information supplied by the Statistical Office of 
the United Nations with estimates bj t:.e UNIDO Secretariat. 
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Table D.9e. Trade Shar~• for s~ctor 369 Non-wetallit: Minerah. 

LA TA NE SA EA ti s 
Latin America (LA) 

1970 0.192 0.0 o.o o.o 0.001 0,014 0.046 
1975 0.181 O.OOJ 0.0 o.o 0.002 o.ou 0.021 
1977 0.'36 0.001 0.0 o.o 0.005 0.016 0.026 

Tropical Africa CrA) 
1970 0 .(, 0.099 0.005 o.o 0.001 o.o 0.021 
1975 o.o 0.104 0.005 0.0 o.o 0.0 0.023 
1977 o.o 0.060 0.003 'J.O o.o o.o 0.015 

North Africa - Middle Eaat (NE) 
1970 o.o 0.063 0.172 o.o o.o 0.006 0.052 
1975 o.o 0.005 0.076 o.o o.o 0.001 0.034 
1977 o.o 0.010 0.077 0.001 o.o 0.001 0.045 

South Aaia (SA) 
1970 o.o 0.003 0.095 0.035 0.003 0.004 0.026 
1975 o.o 0.001 0.036 0.031 0.006 0.002 o.ou 
1977 0.0 0.001 0.02.5 0.091 O.OlJ 0.003 0.018 

Eaat Asia (EA) 
1970 0.0 0.003 o.o 0.030 0.104 0.001 0.056 
1975 0.010 0.002 0.057 0.302 0.257 0.008 0.089 
1977 0.005 0.002 0.081 0.162 0.152 0.017 0.068 

North (N) 
1970 0.807 0.812 o. 722 0.812 0.692 0.973 0.728 
\975 o. 791 0.872 0.809 0.499 0.620 0.972 {).673 
1977 0.751 0.918 o. 745 o. 746 0.649 0.956 o. 764 

South (S) 
1970 0.193 0.188 0.278 0.188 0.308 0.027 0.272 
1975 0.209 0.128 0.191 0.501 0.380 0.028 0.327 
1977 0.249 0.082 0.255 0.254 0.351 0.044 0.236 

Source: UMIDO data br1e; information 1upplied by the Stati1tical Office of 
the United Nations vitn e1ti .. te1 by the UMIDO Secretariat. 
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Table D.9f. Trade Share• for Sector 372 ik'n-ferrou1 Hetala. 

LA TA NE SA !A N s 
Latin Amricu (LA) 

1970 0.284 o.o o.o 0.005 0.0 0.127 O.Oi8 
1975 0.303 0.0 0.002 0.001 0.009 0.089 0.108 
1977 0.49! 0.0 o.o 0.001 0.013 0.097 0.159 

Tropical Afr: ca (TA) 
]970 0.043 0.116 0.035 0.284 0.007 0.148 0.224 
1915 0.054 O. lSO 0.018 0.054 ll.007 0.078 0.127 
1971 0.002 0.111 0.007 0.122 0.008 0.077 0.049 

North Afr 1 ca - ~iddle Ea1t (NE) 
1970 o.o. O.OC3 0.023 0.0 0.0 0.006 0.003 
1975 0.011 0.006 t.069 0.012 0.002 0.007 0.023 
1977 0.003 0.008 0.042 0.009 0.004 0.007 0.017 

South A1ia (SA) 
1970 0.0 0.013 0.124 0.003 0.019 0.001 0.015 
1975 o.o o.o 0.009 0.002 0.005 0.012 0.0~13 

1977 o.o 0.005 0.013 0.018 0.003 0.006 0.004 

Eaat Ada (EA) 
1970 0.0:1 0.004 0.029 0.031 0.057 0.037 0.023 
U75 0.002 0.014 0.026 0.111 0.068 0.043 0.026 
1977 c.001 0.018 0.042 0.137 0.097 0.055 0.040 

North (N) 
1970 0.656 0.854 o. 773 0.674 0.851 0.668 0.646 
1975 0.627 0.821 0.869 0.866 0.862 0.752 0.702 
1977 0.487 0.854 0.873 0.707 0.843 o. 742 0.623 

South (S) 
1970 0.34.+ 0.14& 0.227 0.326 0.149 0.332 0.354 
l'H5 0.373 0.179 0.131 0.194 0.139 o. 248 0.298 
1977 0.513 0.146 0.127 0.293 0.157 0.258 0.377 

Source: UMIDO data baae; inforwaation aupplied by the Stati1tical Office of 
the United Nation• with e1ti .. te1 by the UNlDO Secretariat. 
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Table D.9g. Trade Shar~s for Sector 381 Metal Products. 

Latin America 
1970 
l'J75 
1977 

LA 
(LA) 

0.082 
0.116 
0. Jl2 

Tropical Africa (TA) 
1970 o.o 
1975 
1977 

o .o 
0 .I) 

TA 

o.o 
0.001 
0.001 

0.025 
0.014 
0.005 

Nort~ Africa - Middle East (~~) 
1970 \),0() 0.002 
1975 
1977 

South Asia (SA) 
197D 
l<f75 
J.977 

::::ast Asia (EA) 

o.o 
o.o 

0.001 
0.001 
0.001 

1910 0.010 
1975 0.008 
1977 0.023 

North (N) 
1970 0.895 
1975 0.853 
1977 0.838 

South (S) 
1970 0.105 
1975 0.147 
1977 0.162 

tl. 00 i. 
0.0 

0.024 
0.011 
0.010 

0.026 
0.021 
0.040 

0.8'11 
0.904 
0.892 

0.108 
(J. 096 
0.108 

NE 

0.0 
0.001 
O.JOl 

o.o 
0.001 
G .rJ 

0.016 
L.042 
0 .041 

u.J75 
O.OlZ 
0.017 

0.005 
0.012 
0.067 

0.1)72 
0.911 
0.832 

0.128 
0.089 
0.168 

SA 

o.o 
u.o 
0.002 

o.o 
0.0 
o.o 

0,0('4 
C .OlC 
G.C09 

0. O:Z'J 
0.034 
0.032 

0.032 
0.079 
0.058 

0.900 
0 .811 
o.;.·,3 

0.100 
0 .189 
0 .157 

EA 

o.o 
0.004 
0.004 

o.o 
o.o 
0.0 

o.o 
o.o 
0.003 

0.012 
0 .010 
0.014 

0.073 
0 .103 
0 .117 

0.842 
(i.799 
o. 767 

0.158 
0.201 
0.233 

N 

O.OG4 
0.005 
0.007 

0.001 
::>.001 
0.001 

0.001 
0.001 
0.001 

0.005 
0.004 
0.005 

0.012 
0.017 
0.028 

0.972 
0.960 
0.941 

0.028 
0.040 
0.059 

s 

0.025 
0.026 
0.0!8 

0.004 
0.002 
0.001 

0.005 
0.018 
o.on 

0.025 
0.009 
0.012 

0.036 
0.033 
0.059 

0.874 
0.879 
0.842 

0.126 
0.121 
0.158 

Source: UNIDO Data Base; information aupplied by the Statistical Ofice of 
the United Nations with estimates by ~he VNDIO Secretariat. 



Tilis section char&cterizes in gre~ter detail the recent trends in gross 

production, imporrs, exports, apparer.t consumption, shares of domestic 

production in apparent consumption, shares of different exporting regions in 

regional imports of different regions, v~rious growth rates and structural 

changes in the world, North, South and five separate regions of the South for 

each cf the non-capital gcods sectors identified in Section B as being worthy 

of serious consideration for priority in South-South cooperation. 

In all of the designated sectors, i.e., paper p7oducts, industrial 

chemicals, other '-hemicals, glass, non-metallic mine=als, non-ferrous metals 

and metal products - with the exception oi non-ferrous metals where the 

production - apparent consumption ratio is mis~eadingly high because of the 

incluPion in production statistics of the metals which are only processed 

slightly before export in relatively crude form - the domestic production 

apparent consumption ratios are relatively lo~, indicating the potential for 

further development of these sectors via global import ~ubstitution. In only 

two of these sectors, i.e., industrial and ot~er chemicals, did the South make 

progress in this direction during the 1970's. Moreover, in the former ~~se 

most of the progress was concentrated in South Asia and North Africa - Middle 

East and in the latter case in Tropical Africa and East ~sia. 

TI1e production - appa~ent consumption ratios ha1•e already reached l~veis 

app1oaching unity in Latin America and South Asia in all sectors ot~er than 

paper and industrial chemicals. 

As in many other sectors of manufacturing Latin America currently enjoys 

the overwhelming share oi Southern v&lue a1ded in each of these sectors. 

While starting from extremely low values in 1970, North Africn - Middle East 

and East Asia have generally experienced the highest gro~th rat~s in th~se 

sectors. 

~i~h Tespect to export growth r~tes between 19/0 and 1977, the South has 

been rrost su;cessful iTI non-metallic minerals, metal products, gla&s and paper 

in that order. Indeed, iu the firoc two sector3 Southern exports grew by 

twenty per cent or ~ore pPr annum. Once ag3in Lat in AI,jerica tznded to 

-----~l 



. ~ ---------

- 102 -

doainate over the other reaion• of the South in tera• of •hare• of iaporta of 

both the North and the South in aoat of theae 1ector1. Exception• are 

non-aetallic aineral• (whe~e both !aat Aaia and North Africa-Middle !act have 

becoee important 1upplier1) and aetal product• (where Eaat Aaia ia now 

doainant). In the ca•e of non-ferroua aet•l• Tropical Africa had been the 

largeat Southern supplier •o both Northern and Southern iaporta aa recently a• 

1970 but by 1977 had fallen behind Latin America and only alightly ahead of 

Eaat Aai•. 

---1 
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!. Conclu•ioa• and Su11e•tion~ for Future Re•earch. 

Southern Growth both hi1torically and in virtually all modelling exercises 

~nd development analy•e• hs& been linked to growth of the North. In other 

vorda, both hi•torically and in the economic development literature the 

South'• engine of grat·th has been identified •• being the North. When the 

North grove at a aati•factory rate, ao too does the South or at least do those 

countries in the South that allow themselves to be linked to the North. 

Given the doainance of the Northern market•, Northern technology, and Northern 

capital and resources, the potential b~nefita of the traditional engine of 

growth are likely to re .. in. 

While there ia a1 yet no clear rea1on to believe that the uaefulnesa of 

the North a• an engine of growth for the South ha1 come to an end, continued 

exclu•ive dependence on the traditional model and the related process of 

redeployment of certain induatrie1 from the North to the South 1eema 

increasingly problematic, especially •• far a• indu1trial development is 

concerned. 

The redeployment of indu1triea from the North to the South resultw from 

the coabination of Northern growth, Northern - induced growth in the South and 

North-South cooperation. While •uch redeployment ha1 never been a •mooth and 

co•tlea1 process, it has become particula~ly problematic recently now that 

redeployment haa begun to reach the employment - 1ensitive indu1triea and 

especially after i~°"th in the Horth h~• decelerated aa it baa during the last 

decade. ~'he po3aibilitiet for natural redeployment from North to South on 

the ba1i1 of ~orth-~~uth interrelationship• have been fu~ther atrained by the 

curnnt c'cadlock in Reotth-South debate on the New International tconomic 

Order. The atetietical tables pre1ented in Section• A, C and D above have 

indicated thMt during thie last decade, Southern marketo and Southern capital 

have perhapa for the first time b~gun co aHert. themaehea ao •• to •ervf! u 

the South'• engine of 5rowth. Wh~the~ thi• Yill be • passing p~a1e on ~he way 

baca to nonaality and recovery fratn the oil price 1hocks of the 1970s ot a 

peraanent tu~nina poi-.t rca.in~ to be aeen. Sine~ the overvhclmin! 

pro,ortio11. of the lituatun ,,,f ·.;odd developt1ent hu d~.·e loped ln order to 

1wplain the traditional .adel and alao hoth it• edvantace• and ehortcoming•, 

th~ purpoH of th11 preHnt report ha. been tCJ exp lore albt: it H •imply u 

poa1ibl• th~ 101ic for South-South coo~eratlon a1 the ba1i1 for Southe~n and 
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indeed world growth and development. 

While the report has neither developed new analytical tools nor presented 

definitive and auantitative demonstration of the benefits of South-South 

coo?eration, it has presented considerable support of a aualitative nature for 

its main propositions. 

Thet~ seems little reason to expect that the criteria for identifying 

sectors for specialization, development and export growth by the South co the 

North that have featured so prominently in the traditional literature of trade 

and development would apply also to the identification of feasible and 

promising areas for and mechanisms with which to achieve South-South 

cooperation. The conditions of South-South trade are different than those of 

North-South reauiring therefore the use of different criteria. The criteria 

for the identification of specific sectors and the auantification of the 

potential for South-South trade and cooperation in each such sector that were 

suggested in a recent book by Yeats were reviewed but found unsatisfactory. 

In section B several alternative criteria for development via South-South 

cooperation were suggested. 

First instead of insisting on labour-intensity, i.e., the intensive 

employment of factors that are plentiful in supply, the alternative 

factor-intensity criterion suggests that the industry should be intensive in 

factors ~hich, although scarce in certain countries or even regions of the 

South, are available in at least one country or region of the South. In 

other words South-South Looperation should concentrate in those sectors or 

Activities which reauire diversity or complementarity in resource endowments 

so as to ~eauire cooperation among countries of the South in order to take 

advar.(ege of resource complementarity in the South as a whc•le. 

Second, n;ore emphasis is given in the alternative criteria to dynamic 

factors such as the avoidance of sectors characterized by a high rate of new 

product develop~ent since such developing countries are deemed unlikely to 

have the institutional framework and R and D capability ~ecessary to remain 

co~petitive with the North in such industries. On the other hand, it is 

suggeJted that evidence of potential for success should be provided, for 

example in the form of above-average growth rates during the recent past of 

production in the South and of exports from the South to the South. 
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Likewia~. it is suggested that South-South cooperation should concentrate on 

those industries characterized by learning-by-doing benefits and ~'Y rising 

importance in world trade and production. 11te latter criterion is justified 

by the fact that it should make it easier for new Southern producers to enter 

such industries, and the former by the fact that it can justify production in 

the South even prior to its being financially profitable (in the short run 

sense). 

These criteria were applied globally and in broad terms in Section B and 

then in more detail in Sections C and D. The sector wost clearly justified by 

the suggested criteria for development via South-South cooperation is the 

capital goods sector. Virtually all categories of capital goods, with the 

possible exceptions of scientific apparatus and personal automobiles, in which 

the rate of new product development may be excessive, would s.~em laden with 

potential for South-South cooperation. Because this suggestion flies in the 

face of considerable conventional wisdom against Southern entry and trade in 

capital goods, the arguments for an.d against capital goods were discussed in 

some detail in Section C. 

Other sectors with potential for development via South-South cooperation 

identified on the basis of the aforementioned criteria ace the following ten 

industries: paper, industrial chemicals, other chemicals, glass, non-metallic 

minerals, non-ferrous metals, metal products, petroleum refinin~, petroleum 

products and rubber. Since the last three of these are likely to require 

also some degree of No=th-South cooperation to be successful, emphasis in 

Section D was given to the first seven of these industries. 

Given the extremely low shares of the South in world production and 

exports of capital goods and the aforementioned subsectcrs of basic prod:Jcts 

and light industry, the maintenance of the growth rates attained by the South 

in the recent past should be possible in a framework of South-South 

cooperation, even if North-South cooperation remains at an impasse. 

Given the limitations of the present study, suggestions for future 

research include the following: 

(1) the identification of the most appropriate institutional mechanisms 

for South-South cooperation; 

l 
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(2) quantification of the extent to which South-South cooperation could 

raise the ovil!ral l growth rat•• in the South and the North and the 

degree of attainment of the Li .. target1; 

(3) the degree to which the ruultl of itea (2) would be affected by 

North-South cooperation and other relevant pGli!:y and other 
. bl l/ var1a es.-

1/ For a 1tudy going a long way to the achievement of auch objective•. see 

UMIDO, The Global Report, forthcoaing. 
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