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El País — Sunday, 14 April 2002, BUSINESS

Latin America gains industrial weight

Spain substantially improves medium- and high-technology exports,
 according to a United Nations report

By Alejandro Rebossio

According to a report to be published next month by the United Nations Industrial Development Organization
(UNIDO) and the University of Oxford, manufacturing continues to be concentrated in industrialized countries
but developing countries, above all those that use new technologies, provide training for their human
resources and attract investments, have increased their share.

In this report, which compares the competitive industrial performance index of 87 countries in 1985 and 1998, Spain ranks
tenth in the world in terms of manufacturing value added with 1.8 per cent of the total, unchanged from 1985. The list
is headed by United States of America (25.4 per cent), Japan (15.9 per cent), Germany (8.5 per cent), China (6.3 per
cent)—which replaces Italy in the top five—and France (5 per cent). Brazil continues to hold eighth place, albeit with
the lower percentage—2.7 per cent instead of 2.8 per cent.

Latin America leads the developing world in terms of manufacturing value added per capita and foreign direct investment,
“but its manufacturing production and exports are based on a weaker technological structure, particularly if Mexico is
excluded,” the report says. Mexico has upgraded its production through “maquilas”, factories assembling electronic
components, among other things, situated on the United States border, since the North American Free Trade Agreement
(NAFTA) was signed in 1994. Nevertheless, it has dropped from third to fourth place among developing countries.

Technological development

In spite of the period of growth in the 1990s, Argentina slipped from fifth to sixth place in the same list. “In certain
countries, like Argentina, where economic reforms have taken place, accumulated capital is not sufficient for development,
and productivity therefore needs to be increased through high technology,” admits Carlos Magariños, Director-General of
UNIDO and former State Secretary for Industry in Carlos Menem’s Government (1989-1999). The crisis that started in
mid-1998 has hampered industrial development in Argentina, which was based on low technology and natural resources,
says the report. Venezuela has also declined and is no longer one of the top ten developing countries. The Latin American
countries have been replaced by the Asians.

Neither Spain nor any of the Latin American countries figure in the top ten countries in terms of manufactured exports.
The list is headed by the United States of America (12.8 per cent), Germany (11.4 per cent) and Japan (8.6 per cent).
Among the developing countries, Mexico climbed from sixth to fourth place, while Brazil dropped from fourth to eighth.
Once again, Venezuela has disappeared from the top ten. “The weak export performance in large countries, such as India
[and Argentina], reflects not just a large market size but also the legacy of strong inward-looking policies, the small
presence of transnational corporations and competitive weaknesses in manufacturing,” says the UNIDO report.

Spain’s percentage of medium and high-technology rose from 44 to 49 per cent between 1985 and 1998, but the country
nevertheless dropped from 28th to 29th place in the world ranking. At the head of the list is Singapore, followed by Japan
and Ireland, which climbed from 13th place. Brazil dropped from 12th to 13th, Argentina from 39th to 41st and Mexico
from 35th to 43rd, while Costa Rica—where an Intel microchip manufacturing facility has been installed—rose from 64th
to 53rd, and Chile from 65th to 59th place.
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Some 52.5 per cent of Spanish exports are high- and medium-technology products, compared with 37.1 per cent seventeen
years ago. Spain rose one rung to 15th place in this category. Top of the list is Japan, followed by the Philippines,
Singapore and Mexico, which jumped from 24th position in 1985. Brazil, by contrast, dropped six places to 31st. Costa
Rica advanced seven positions to 32nd, while Argentina fell back one to 37th. Chile improved from 57th to 56th place.

“A suitable environment is required to stimulate technological development,” stresses professor Masayuki Kondo of the
University of Yokohama (Japan). “This includes political and macroeconomic stability, a globally oriented trade policy and
a human resources development policy,” he added.

In the UNIDO competitive industrial performance index, the best performers were Singapore, Switzerland, Ireland, Japan,
Germany and the United States of America. Spain was 19th, up two places from 1985. Mexico was the best-performing
Latin American country and was positioned 23rd in the world, five places better than in the previous survey. Brazil dropped
six places to 33rd and Argentina the same amount to 35th. Costa Rica rose eight places to 36th and Chile also performed
well, moving up from 53rd to 47th.

The index was composed of five indicators: skills, private investment in research and development (R&D), foreign direct
investment per capita, royalties per capita and infrastructure. Spain ranked seventh in the table of industrial training of human
resources, which was headed by South Korea, Finland and Australia. Argentina, fifth in 1985, dropped to 25th, just behind
Chile. Peru was the third-best Latin American country and 32nd in the world, while Mexico was 43rd and Brazil 58th.

Heading the list of R&D spending through private investment are Switzerland, Japan and Sweden. Spain is 23rd, Brazil
27th, Argentina 31st and Costa Rica 35th. Lower down, in 41st place, is Mexico. Foreign direct investment per capita
is led by Singapore, Belgium and Sweden, with Spain coming 23rd, behind Chile (20th) and ahead of Argentina (24th),
Costa Rica (27th) and Mexico (28th). Brazil ends up in 39th position, although this ranking fails to take into account the
wave of investments that came in the wake of the privatizations in the late 1990s. Denis Belisle, a Canadian and Executive
Director of the International Trade Centre, points out the usefulness of creating an environment conducive to foreign direct
investment in export production. Such an environment, he says, should include suitable incentives, a stable foreign trade
structure, the possibility of repatriating capital, access to markets and international competitiveness. He cites Chile, India
and China as examples of countries where this exists.

Royalties

The table of royalties per capita is headed by Ireland, Singapore and the Netherlands. Spain is 20th, while Argentina, in
29th position, heads the Latin American contingent. It is followed by Brazil (33rd), Panama (35th) and Mexico (40th).
Another index, which measures international patents per 1,000 people, contains a high-performing group that includes the
industrialized countries with the exception of Spain, Greece and Portugal, and the four Asian Tigers (Taiwan, South Korea,
Singapore and Hong Kong). Spain is in the middle group. Finally, the infrastructure list is headed by the United States
of America, Canada and Singapore. Spain is 27th, while Uruguay, in 37th place, heads the Latin American countries, just
in front of Argentina (38th) and Chile (39th). Mexico is only 48th and Brazil 49th.

Argentina, the International Monetary Fund, Mercosur and Europe

A.R.

Argentina has yet to define a productive and export strategy that will help it out of the crisis. Duhalde’s Government is
concentrating on convincing the current mission from the International Monetary Fund (IMF) in Buenos Aires that the
country intends to fulfil its promises this time in return for the resumption of financial assistance, which was suspended
in December. At the same time as it is negotiating with IMF, Argentina, president of Mercosur for the first half of this
year, received a visit in the capital from the Director-General for External Relations of the European Commission to
prepare for the European Union/Latin American summit on 17 May in Madrid.

Argentina requires the Fund’s assistance to avoid becoming the only country in May not to have met the organization’s
requirements. The disbursement, if it is made, will not achieve any more than that. The head of the mission, Mr. Anoop
Singh, made it clear that IMF still expects to be shown a sustainable plan: “First, we need to agree on the plan and its
limits; then we can talk about financing.”
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The talks between the European Union and Mercosur finalized the political and cooperative aspects of the future bilateral
agreement. Neither the questions of most interest to the South American countries, such as access to markets for its
agricultural and food products, nor those of concern to the Fifteen, such as investments, services, patents, the environment
and government purchasing, were discussed in Buenos Aires. Progress was made only in measures to eliminate customs
barriers. The Mercosur diplomats are hoping that the Madrid summit will give a political impetus to establishing a bilateral
free trade zone by 2004.

Table

The most competitive countries

Competitive industrial performance index

1998 1985 Country Index value

1 6 Singapore 0.883
2 1 Switzerland 0.751
3 15 Ireland 0.739
4 2 Japan 0.696
5 3 Germany 0.632
6 5 United States of America 0.564
7 4 Sweden 0.562
8 7 Finland 0.538
9 8 Belgium 0.495
10 12 United Kingdom 0.473
11 10 France 0.465
12 11 Austria 0.453
13 13 Denmark 0.443
14 14 Netherlands 0.429
15 19 Taiwan 0.412
16 9 Canada 0.407
17 16 Italy 0.384
18 22 South Korea 0.370
19 21 Spain 0.319
20 20 Israel 0.301

Source: UNIDO      El País

Singapore, Switzerland, Ireland, Japan, Germany and the United States of America head the competitive industrial
performance index table. Spain is 19th.

At the head of the rankings for private investment in R&D are Switzerland and Japan. Brazil, in 27th position, is the
leading Latin American country.

[Caption]: Spain is in seventh position in terms of training in human resources for industry.




