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Manufacturing as the Engine of
Growth
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* “Advantages of
backwardness”: late
industrializers can
import technologies
from advance countries.

They can industrialize
more quickly because
they do not need to

invest in research and Essays by
development.
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Growth of GDP and growth of value
added in manufacturing, 1970-2010
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Nicholas Kaldor

-
« Economies of scale more readily

realized in manufacturing than
in agriculture and services

» Verdoorn’s Law: the rate of
productivity growth in
manufacturing is related to the
growth of the manufacturing
sector.

* Learning by doing: technological capabilities
develop more rapidly as the sector expands.
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GDP Growth 1980-2002
i
+ Suitzerand
. 24 b
a !
% ?Unled States Luxembourg
> Saudi Arabia loetang oy, | .
=] L . f
g Denmark ® Canaday
= I sustria :
5 Losing Belgiur, @ _Netheridnds _
5 momentum 5;’:‘;:'::;::.% \m Australia Moving
= L1l an
s Swedenriniang | shead
~ 16 ® United-Kingdom
o - "
T Kuwat® Noy Zealand | R
o Greace i .
P * Hong Kong
= e L]
2 12 South Afriea, Spain -
3 A : reland Singapore
- i -
2 . HArgentina Forluq:? : L]
o Trinidad and Tobage Moxioo Cyons Oman
(0] B """"" (i ; """""" memmeNm e em——— ; """" A 0 Rt auibel Sl e A
hl Uruguay Y Maha Taiwan
5 Venezuela™ xbd Costa Riea
2 Mg X Colrbia Chile . Ko
£, | Faling xtcaza O aPhiippines | W oo = Magyea - Catching up
E further J?“;iﬁ X Ecuader : . Turke¥ Bominican Rep, MEUTUS
= behind ©oe o A I S Lanka AFOYPt ® Thailand
Y 4 k4 |, Epacqangindpesa e
0 Zambia® 4 p & a4 A N A ugands India

0 1 2 3 4 5 6 7 8 9 10 1"
Real GDP growth (annual average growth in %)

#Europe % North & South America mAsia & Oceania AAfrica

Fagerberg, Srholec and Knell (2007)

Fagerberg, Srholec and Knell

Dependent variable:
GDP growth

Constant 0.002

(0.03)
Log of initial GDP per capita -0.82

(8.45)
Technology 0.41
(patents, scientific journal articles) (2.61)
Capacity 0.36
(education, financial depth, rule of law) (3.90)
Price -0.18
(unit labor costs) (3.99)
Demand 0.31
(ranking of exports by world growth of demand) (3.22)
R2=0.53

Observations = 80
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