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I'he Lima Target arrl the South-South 
2.o-q:>eration: A Statistical Review 

'Ihe Secorrl General Conference of UNIOO held in Llma, Peru in 1975 cul -

minated in a Declaration arrl a Plan of Action which calle:i for increasing 

industrial production in the developing countries to the maxim.Jn possible 

extent and "as ~ar as possible to at least 25 percent of "WOrld industrial 

production by the year 2000" )/ 

~.e 25 percent share refc.rre:i to in the alxJve Declaration has becare 

widely !<rlown as the Lina target, The pmµlSe of this note is to assess the 

::..ikelihood of achieving this target by the year 2000 base:i on the past trend, 

arrl to urrlersrore t.'le .inp:>rtanc.-e of South-South co-q:ieration as a critical 

:actor for the realization of the target. 

L• the context of the present 'NOrld indUS--..rial order, the realizability 

of the Lima target a!P"..arS to be lirnite:i. Table 1 provides canpelling evidence 

tc this fact. Developi.nq eotmtries ([Gs) share of ~rld MVA increase:i sla1iy 

fran 8.2 per cent in 1960 to 10.9 per cent in 1980. Trend least squares were 

fittec!. to the share data for the periods of 1961-1980 arrl 1970-1980 (Table 1) 

and the fo llCMing results were obtained: 

(1) MIAS= 7.493 + 0.1488 t 

(44.68) (10.63) 

R2 = 0.86, D.W. = 0.259, 1961-1980 

(2) ~ = 6.3667 + 0.2267 t 

(21.61) (11. 71) 

R
2 = .95, D.W. = 1.34, 1970-1980 

...,'here Mlll\S is rx;s' share in 'NOrld r-f.IA, "t" is ti.Ire, and the nurrbers in paren­

theses are t-valu.ss. 

UNIOO, Lima Declaration and Plan of J\ction on Industrial Developnent arrl 
~ation, ID/cr.NF.3/31, dlaPfur rv; 

- -, 
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Table 1 Share in World Manufacturing Value-Added, by Economic 

Grouping, 1960 - 1980 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

Source: 

( per cent ) 

Developing Countries Centrall~ Planned Develo~ed Market 
Economies Economies 

8.2 14.0 77.8 
8.4 14.7 76.9 
8.2 15.1 76.6 
8.1 15.4 76.5 
8.3 15.0 76.7 

8.2 15.6 76.2 
8.2 15.8 76.0 

8.2 16.9 74.9 
8.3 17 .2 74.4 

8.4 17.8 73.8 
8.8 18.6 72.6 
9.1 19.4 71.4 
9.3 19.6 71.1 

9.4 19.6 71.0 
9.8 21.2 69.0 

10.3 23.0 66.7 

10.3 22.8 66.9 
10.4 23.0 66.6 

10.5 23.5 66.0 
10.7 23.4 65.9 
10.9 23.8 65.3 

UNIDO data base; information supplied by the Un·.ted Nations 
Office of Development Research and Policy Analysis and the 
United Nations Statistical Office; United Nations, Monthly 
Bulletin of Statistics, November 1980; and estimates by 
the UNIDO secretariat. 
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'lhe t.ru'ld line fitted to the ItDre recent data of 1970-1980 shows a 

slightly faster average anrrual growth in the rx;s• share of world MVA (.23) 

than 0\1& a lCDJer period of 1961-1980 (0.15). ait the projected rx;s• share 

in the year 2000 oota.ineci fran the two regressicn equaticns are strikingly 

similar: 13.45 per cent usinJ ~tion (1) and 13.39 per cent using F.quation 

(2) • It is apparent, therefore, that if present trerds cxntinue, the attain­

ment of the Lima target is ait of question am the rx;s' share will not reach 

even the 15 per cent level. 

'lhe use of smple algebra enables us to see that the MVA of rx;s JtUSt grow 

faster than that of the develq>ed coontries (IDs} by a coostant growth rate 

differential to i.-each the Lima target. Of course, given the Lima share of 

25 per cent by the temlina1 year 2000, this groilth rate differential depends 

oo the initial year chosen for the calculaticn. If we take the 1980 share of 

about 11 per cent as an initial corrlitic:n, the J:X;s' MV1\ grcMth nust surpass 

that of the IDs by an average a."11'1Ual. grcMth rate differential of 4. 96 per cent 

in the period 1980-2000 to achieve the Lima target. I.et us express algebraic­

ally this required growth rate differential: 

~ 

(3) r 1 = 4.96 + r
2

, 1980-2000 

* ~ r 1 is the Lima MVA growth rate of 00s am r 2 the MVA growth rate of 00s. 

i'hile Equation (3) t'ept"E:Sents a target gnMtl-1 requirenent of 00s, a 

"stylized" general relatinship betwaen the 00s and the IDs in tezms of their 

respective MIA growth rates may deviate CX11Siderably fran this Lima target 

requirenent. I.et such a general relationship be representm by: 

where r 1 am r 2 axe actual Mv"A growth rates of 00s and IDs, .:t1Jd a arid b are 

structural ooefficients ~ can be estimated statistically, usi1¥J tilre­

series data. '1he.n we can define the Lima growth rate gap by subtract.in:J 
Equation (4) fran r.quation (3) , Le.: 

* (5) r 1 - r
1 

= (4.96 - a) + (1 - b) r
2 

Equation (5) partitioos the Lima gap into two ~ts: cne attribltable 

to thl:! en3ogenous growth factor within 00s and the other attril:utable to the 



- 4 -

the weakness of the rx;s - IDs linkage effect~ tre coefficient "b" rreasures 

the extent of sudi a linkage. Of cairse, the gap depen:ls on the values of "a", 

"b" an:i 11r
2
". atrer tirings be:i.JxJ equal, the snallei.· the linkage is (i.rrlicated 

by lower values for b and usually b(l) , the greater is the urgency of praooting 

indigeoous grcMth witlwl the Sooth thrcugh, for exanple, higher Sooth-Sooth 

trade arrl greater irrlustrial ex>-q:>eration beyoni the actual level indicated 

by "a". 

An identity relation based on the Lima &:Juation (3) nay cast m:>re inter­

esting insight on the swrces of contribJtion to the att.allment of the target, 

1~ly, 

'!he first tenns in t:re bracket on the right haOO side oi Equation ~o) repre­

sents that part of the Lima target grc:M:h rate wtrich has t.o be mat by the 

endogeoow:; growth factor within the Sooth arrl the secood tenn br 
2 

CYJrrespoOOs 

to the ccntrib.ltion of the lt>rth-South depelrlence factor to the target growth 
* rate. Dividing both sides of the above equation by r 1 will yield the sane 

relationship in tenns of ccntrilnticn share of each elerrent, .i.e.: 

(7) 1 = "1 + ~ 

where "1 = ( 4.96 + (1-b) r 2] { r~ is the percentage share of the endogenaJS 

growth factor am~ = (br2)/ rl that of the ODs' growth. 

It nust be ooted that the stylized relation be~ tt.e North an:i the 

South c::xpressed in EJ:Juation (4) , h:Jwever, is only syrrptanatic of a m:>re can­

plicated ecaiau.i.c int~dependenoe. Given the limited industrial maturity of 

11Dst of the develq>i.D:J COl.Ultries, high i.ndustr.i.al grcMth in tliese countries 

\I01l.d entail an.i ~uire a large am growing danand for capital, inter.mediate 

am technical product::; am skills, wtrich at present appear to be fort:hcanin:J 
mainly fran the devei.q;>ed COl.Ultr.i.es. The increase in dauarrl for tl1E: exports 

of develq;>ed oountr.i.es is likely t.o raise the grc:Mth rate of their industrial 

outp.it, a fact which may in turn lead to a reduction in the W:>rld irrlust.rial 

output share of developin:J oountries.Y 

Krueger, A.O.: "I.OC Manufacturi.D:J Productioo arxi Inplications for CECO 
~ative h:lvantage", in Westem F.ooncmies in Transition; Structural 
QW¥}e am .Adjustrrent Policies in IlifuStrtal Co.mtries, I. Ievenson aiir 
J.W. ~-.eeler (eds.), Boulder, ColOrado, W:!stview Press, 1979. 
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en the other ha.i.a:i, the expansion of i.n:lust.rial output in developung coun­

tries may be oontingent on a strong .inport demand for these products in the 

develq'.)0d countries, which may in turn deperxl on favourable econanic gr<Mth 

in these countries. 

Oat.a on MVA growth trends by broad econanic groupings during the pericrl 

1960-1980 are presented in Table 2. 'lW::> n::gression relationships ~re estimated 

using the dat.a in Table 2 to highlight the depe."'rlnece of r:.Gs' MVA growth ral:e 

on that of ~ DDs. '!he first regression was estimated for the period 1961-

1980 an:i ~ secorrl for the period 1970-1980. 'I'he results are presented below 

in (8) arrl (9i • 

(8\ r, = 5.169 + 0.402 r.., 
.1. "-

(9.27) (4.175) 

R2 = .4'.)2, o.w. :::; 1.124, 1961-1980 

(9) r 1 = 5.3581 + 0.419 r 2 
(2.0.61) (4.62) 

.... 
~"- = .753, D.W. = 0.6915, l.970-1980 

It is ·~~rth noting that t.'f-\e regression ~ar;eters of the t:Y.D estimated 

equations are rana.rkably similar, perhaps suggesting the robustness of th::: 

estimates. ~bt surprisingly, the estimated values o: the "b" coefficients 

are far smaller than one - a ODs 1 MVA growth chang(· of one per cent foduccs 

lest. than a half a per cent changE: in JX;s' grcMth. Tr.us, if the DDs' histori.::al 

~lA qrov.th rate of 4 per c.. •t is assumed to prevail, D'.;::; 1 correstnocling averaqc 

·Jrowth rate i;....ou::.d bE: 6.797 per ce.'1t using D:ruatio:. (8). nut the required qro.-lt:h 

rate is 8.96 per cent using G::ru1ticn (3) and this gives a L.i.rru gro.vt..h rate 

soortfall of 2.16 per cent. Furthenmre, based ()n ~ historical values of 

the paraiootcrs cstimato::l for the period 1960-1980, the ~Jcgcooiis grr_,.,.,tll factor 

must generate an avcra~re annual gr<:Mth rate of i . 3 52 ~r cent ( 4. 96 + ( 1 . -

0.402)x4, Equation 6) and the ranain::ler of 1.608 per cent (0.402 x 4) canes 

frar the North's grCMt.h to realize the Lima growth rate of B.96 pP..r cent. This 

1.o.OJld aJtPJnt to the oontribJtion shares of 82 per cent for the endogenous growth 

factor arrl 1.8 per cent for the North-South lim.age effr:::t. 
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667 6.SSO 146 
724 l,S46 157 7.Sl 
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141 2.117 202 9.94 
903 7.372 220 .... 
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HS l.7S6 251 9.30 

lOU 2.143 211 '·" 1084 7.009 302 7.34 
1112 9.041 321 l.7t 
1166 -1.354 359 t.26 
1116 -4.211 391 1.17 
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Sourco1 UM, landllook of Dftolo,...t Statlotlca, MaJor lco110111c Indicator• lhovin1 Hi•torlcal DOYolopeont Tr•nd•, 
•• 1on, 1912. and UNIDO Data Baae. 
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Given this historical trend, it ~s that to achieve thP. Lima target 

primarily relyir¥;J an internally generated grcMth processes within the Sa.Ith 

is a fonnidable challen:Je. It seens essential, therefore, that a OND-pronged 

assault on closif¥::J the Lima gap be laurdled. en the one hard, every avenue 

of the North-South co-q>eration tn increase the North-South linkage effect 

(i.e. "b" coefficient) sh:>uld be exhausted. 'Ibis ~d inter alia include: 

a) whi.ttlinJ down protectionist barriers and opening up ros' markets 

for the manufactured exports of rx;s: 

b) enlarqinJ financ~ flows to IGs, am particularly redirecting far 

greater p:rqx>rtions of increased external capital flows to IOCs. 

c) increasing joint ventu:tes am other fonns uf direct invesbrents in 

d) ~il¥j llDre liberal policies of technology transfer and acceler­

atin} its flow to rx;s~ 

e) sane iniustrial activities in the develqm COlllltries must be aban­

dcned for the benefit of developil¥j cnmtries, that is - to pursue 

policies of North-South industrial redeployment and tc inplarent 

required positive industrial adjust:Irent programres in the North. 

'lbi.s holds particularly true for the traditional "sookestack in:ius­

tries", in ~ch the lt>rth 's e:x:nparative a:ivantage has been rapidly 

eroding. 

On the other hand, conscious efforts must be made to generate ana sustain 

endogenous growth processes within the South, in part through increased South­

South trade and greater industrial co-operation. A short list of priorities 

c01.ld iuclude: 

a) industrializati.al in the developil¥j 1 .. n1ntries m.ist cover all the 

range of activities, incluiing capital goods production and inp:rov­

.in:J technology, which would increase the "imustrial maturity" of 

the South discussed earlier, thereby lessenin] the South's dependence 

oo the North fo.c capital and intennecliate goods, and technology; 

b) trade in manufactured products cm:n;J the developing ooontries nust 

expand to levels capable of exploitinj the scale eronanies of indus­

trial production in these oountries. 
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c) trade and aid slx>uld be co-ordinated to facilitate the adjusbnent 

p1ocess embedded in the Lima. target; 

d) as Professor Hans Singer Y correctly pointed out, developing coun­

tries need to inprove x-efficiency and planning as an essential 

part of the changes which must happen before t-.he Lima target can be 

reached. 

Coocluding Panarks 

'!he Lima. Declaration and Plan oi Action envisages a restructuring of the 

present w:Jrld irrlustrial order to redress the existing :inbalances in product.ion 

and const1tption bebNeen the developed and the develc.ping countries. '!he target 

of 25 per cent share of total w:Jrld irrlustrial production for developing C0W1-

tries was considered a minimum requiranent to translate this vision into reality. 

What arerges fran this study is the realization that altlnlgh the target is 

deperrlent on the rate of growth of industrial output in developed countries, 

the scrcalled "lcx:x:m:ltive effect" of the N:>rth nay not be suffident to enable 

the South to reach the target. In fact, recent protracted gld:>al recession, 

a rising tide of protectionisn in the North and shrinking export markets for 

devel<J?inJ muntries dim any hq:>e of realizing the Lima target anchored on the 

North-South linkage. It seens clear that the realizability of the Lima. target 

increasingly deperxls on the South's ability to accelerate its "industrial 

maturity" by utilizing all q:p:>rtunities for South-South trade and in:luc;trial 

co-q:.Eration. 

y H.W. Singer: "Industrializatioo: Where do we stand? Where are we goinJ?, 
fort:hcan:inJ in IMust.ty and Develcpnent, No.12. 




