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GW6AL FURUM ON INDUSlRY: 
STA TE OF WORLD INDUSlRY AND OUTinOK FUR TIIE POST-2000 PERIOD 

INlRODl'CllON 

I. Since the 1960s. world gross domestic produ~tion (GDP) has been growing at a 
declining rate. The performance of the manufacturing sector parallels that of GDP. These 
global trends reflect mainly the evolution of the economic structure of the developed 
countries, which still account for more than three quarters of both world GDP and 
manufacturing value-added. (MV A). These countries have experienced a gradual slowdo\\n 
in their growth rates and a progressive reduction in the contribution of their mandacturing 
sector to GDP. 

2. The dominance of the developed countries in the global economy appears. however, 
to be declining, and it is likely that over the next two t! .!cades, there will be a grov.1ng shift 
in regional economic strength. Several developing countries have registered rapid industrial 
growth and have achieved a high level of economic development. These countries comprise 
countries in East and South-East Asia, including China, which have maintained an average 
annual GDP growth rate of about 7 per cent, and some countries in Latin America, which 
have recently shown signs of stable and sustainable industrial growth. If developed and 
developing countries continue to grow at their present pace, several of today's developed 
countries are likely to be surpassed by newly industrializing economies within a generation. 

3. Trade h3S played, and will continue to play, a key role in global economic 
restructuring. The expansion of international trade has linked markets oi developed countries 
to those of developing countries as never before. The successful conclusion of the Uruguay 
Round Agreements in April 1994 should provide further momentu:n to the liberalization and 
expansion of global trade. 

4. Technological innovation, deregulation and the rai::id growth of financial markets ha.,·e 
also led to an increasing glc.,balization of corporate activity which has, in tum, strengthened 
global inter-firm competition, as well as cooperation thr::mgh corporate linkages and al!iances. 
A system of flexible or "lean' production is also emerging in most manufacturing industries 
and services, reducing the role of direct labou1 cost in total cost of production. With the 
continuing pace of rapid technological innovation, instant mobility of financial capital and 
liberalization of trade and investment and technology flows, new patterns of both inter-firm 
cooperation and competition will emerge. 

5. In the long run, it is expected that both developed and developing countries will gain 
significantly from the new pattern of liberalization and deregulaticn. The impact on different 
regions will, however, vary considerably. The impact of Uruguay Round Agreements may 
be less than positive, particularly in the short term, for several developing countries in Africa 
and other industrially less developed countries and may require these countries to undertake 
extensive industrial restructuring to enable their enterprises to compete in external markets 
in selected fields. Enterprises in developing countries will need to achieve competitive 
capability in their respective niche areas. At the same t:me, regionalism is emerging as a 
strong force. While regionalism is not inconsistent with !!lobal trade liberalization and has 



not provided any constraints so far. serious problems may emerge if regional preferential 
agreements are inward-looking. and seek to protect their members from international 
competition. 

6. The effects of technological innovations and new technological applications on 
employment and labour mobility may also have different impacts in different country 
situations and may recessitate considerable adjustments. The effects of increased 
globalization. consequent on liberalizati'Jn of trade and investment. are likely not only to l.>e 
very far-reaching. but also to pose various problems regarding the patterr. of glob~t: industrv 
in the next decade and thereafter. 

7. It is against this background of unct:rtainty that any long-term outlook on global 
industrial gmwth must be developed. While th~ preparation of such a scenario is necessary 
to provide indicators of key trends, its accuraC.)' will depend greatly on the underlying 
assumptions built into it. These assumptions can become increasingly complicated because 
of the uncertainties of the global industrial pattern and the length of the forecast period. The 
effect of the uncertainties can at least, be reduced by imputting into the assumptions. past 
trends of global economic and industrial development and key emerging issues that "ill have 
a significant impact on industrial gro-.\1h in the future. 

8. The uncertainties of the global economic and industrial gmwth pattern become further 
accentuated in the outlook beyond 2005. Attempts to project groY.1h beyond a decade are 
problematic and may tend to become highly subjective. At the same time. policy makers are 
often confronted with certain issues that are essentially of a long-term nature, but that 
nevertheless need immediate policy responses. More impoitantly. the sustainability of any 
short- or medium-term strategy, being adopted in the long run, may need to be considered. 

9. In addition to the baseline scenario for I 995-2005, qualitativ..: I.rends are also indicated 
below with respect to the period from 2005 to 20 I 5, taking into consideration certain critical 
medium- and long-term trends and issues that are likely to have a long-term impact on the 
global pattern of economic and industrial growth. 

10. It must also be emphasized that any long-term outlook is meaningful only if critical 
trends, early signals and issues are highlighted. It is necessary for countries and the 
international community to take due account of such trends and signals and to use these for 
the development of strategies and policies for future sustainable growth. 

L PRINCIPAL ISSUES FOR CONSIDERATION 

11. The principal issues for consideration are as follows: 

(a) Industrialization is consid.:red the key to accelerated growth in the developing 
countries. In these countries, manufacturing dominates in both the production and 
t:xport sectors. In 1975, the Lima DeclJration and Plan of Action on l11dustrial 
Devclopmer,i and Cooperation declared that the MV A share of the developing 
countriec; should reach at least 25 per cent of total world industrial production hy the 
year 2000. Given the recent growth trend recorded by the developing countries. this 
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share which seemed reasonably high at the time is now likely to be achieved. if not 
surpassed. It see~ likel~· that a MVA share for developing countries at 30 per cent 
by the year 2005 is attainable, given the good growth prospects for de\·eloping 
countries. 

(b) Manufactured goods currently ac..:.ount for almost 60 per ~ent of total exports of 
de-veloping countries. up from around 5 per cent in 1955. Their share of world 
exports of ma'lufactures increased from around 5 per cent in 1970 to around 22 per 
cent in 1993. With increasing globalization and the progressive and substantial 
reduction in trade barriers. production and trade are expected to increase substartially. 
Developing countries should therefore exploit fully the new opportunities created by 
these rl!cent developments to enhance their growth perf onnanr.e. This could be done 
not only by increasing output in manufactures but by increasing exports as well. 
Against the emergence of a new world trading system and given the new orientation 
ot developing countries towards export-oriented policies as well as the extent to which 
trade is boosting economic growth, the developing countries' share of wodd expom 
and manufactures could reach at least 35 per cent by 2005. 

(c) There is a need to promote technological revolution in industrial production and 
organization and to ensure faster growth in high-technology manufacturing. which are 
the two major catalysts of growth in industry and exports for developing countries: 

(d) At the same time, high-technology manufacturing is mostly seen as a poor generator 
of employment. The principal sector that can contribute to poverty alleviation is 
labour-intensive industry or the traditional, low-technology manufacturing sector. This 
is also the sector in which the developing countries were able to maintain their 
comparative advantage over the past 20 years and increase their share in world light 
manufacturing by up to 40 per cent. It is, therefore, important for the developing 
countries to maintain theircompetitiveness in the low-technology manufacturing sector 
because of its effects on employment generation; 

(e) The promotion of small- and medium-scale industries (SMis) in developing countries 
may provide another avenue for employment generation. Obviously, for the future it 
is imperative that small-scaie industries become competitive without losing sight of 
their employment goals. It is therefore important that SMis obtain the support they 
need from international .:nganizations, the State and huger enterprises, and that they 
are able to perf onn well with minimal automation; 

(f) The recovery of global activity hinges largely on increased globalization with an 
acceleration of trade. investment and technology flows. The Uruguay Round 
Agreements need to be carefully implemented and the pace of liberalization in 
developing countries sustained; .. 

(g) Although the opportunities for grov.th in developing countries are increasing throurh 
globali:z.ation, the price of acce::s to such opportunities is abo increasing. Th.c 
developing countries need to improve substantially their levels of productivity, 
domestic savings and export growth in line with the increa11ing competitiveness 
required in omer for them to benefit from global trade and capital flows. In many 



countries. macroeconomic stabilization and fiscal ~onsolidation are needed to reduce 
the pressure on prices. real exchange rates and balance of payments. even while 
increasing domestic savings for more investment. All these factors will ine,·itably 
demand moR flexibility in labour m:.ri<ets, nationalization of the large and often 
dominant public sector, increased trade liberalization and deregulation; 

(h) The better gro\\1h prospects of developing countries also point to the need for more 
capital to finance gro\\1h. Although domestic savings will increase as GDP grows. 
it is unlikely that the increase will meet the demand for capital. Most developing 
countries will continue to depend on foreign capital inflow for some time to come. 
Although the inflo"· of financial capital is increasing, most del·eloping countries ban 
not benefited f mm the recent increase. Yet for thos~ "·bi ch ban experienctd a 
sudden slwp rise in such inflo\\·, there is a concern both regarding its smtair.ability 
and a possible risk of overheating and real exchange nate appreciation; 

(i) While future growth prospects for developing countries are expected to be greatly 
improved. considerable disparity in gro\\1h wil! continue to prevail. Certain countries 
will be left out of the development tempo of the twenty-first century altogether unless 
corrective action is taken. These include several countries in East and Central Europe. 
Tropical Africa and certain countries of Latin America and South Asia. which will 
continue to show the strains of sustaining a healthy pace of industrial expansion. At 
the same time, some of these regions are also unlikely to reap the foll ber.~fits from 
trade liberalization in the near future. It is, therefore, crucial for policymakers in these 
countries to identify and detennine timely and adequate strategies for their indWitrial 
and technological development i11 onlerto emure poverty alleviation and better growth 
prospects. This will call for not only appropriate technological applications and 
developments but also major changes in the structure of production in selected 
subsectors besides extensive applied R&D activities; 

(j) With gruwing global uncertainties, there is a need to monitor closely indWitrial and 
technological denlopment in each economy. For this purpose, it is necessary to 
identify and design a set of indicators agaimt which the pattern of development of the 
indmtrial sector can be assessed, and that can constitute a basis on which suitable 
policies can be designed and implemented. Such indicators should also be linked to 
other fields. such as technology, environment and natural resoun:es and should be 
internationally comparable. 

0. REVIEW OF PAST TRENDS, 1970-1994 

Regional Trenm in l.1come Growth 

12. An analysis of past trends in the gro\\1h of world GDP reveals a steady decline since 
1974. During the 1960s, world income grew at a buoyant rate of 5.3 per cent per annum. 
slowed down to J.6 per cent ;n the 1970s. and decreased further to 2.8 per cent in the I 980s. 
In the first four years of the 1990s, world income grew by a mere 1.9 per cent per annum 
(see table I). 
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Table 1 
Global Trend in GDP Growth, 1960-1994 

(pen:entage) 

REGION 1960-70 1970-80 

World DJ 3.S9 
Developed Marl:ct Economics 5 06 3.17 

North America 3 94 285 
Western Europe 4.86 3.01 
Japan 10.19 4.51 

Eastern Europe 6 78 5.33 
Dcvdoping Cowitrics 5.98 5.2S 

Latin America 4: Caribbean 5.75 5.56 
Sub-Saharan Africa 5.00 3.03 
North Africa and Western Asia 8.03 4.93 
Indian subcontinent 3.88 3.33 
East 4: South-East Asia incl. China 741 6.64 

Source· Compiled by UNIDO from National Account Slallstics 

1980-90 1~94 

2.84 1.96 
2.73 1.58 
2.67 2.23 
2.28 LOO 
4.11 1.46 
1.75 (10.27) 
3.48 5.17 
1.28 3.41 
2.30 1.28 
1.45 3.15 
HI 4.11 
7.63 8.22 

13. The past growth trend indicate that the developed countries, which accounted for 
around 80 per cent of the world GDP, grew at rates that were slightly below the average 
world growth. Growth in the developing countries was, however, in the range of 1 to 2 per 
cent above the world average, except in the 1980s when the recession in the developed 
countries severely affected the developing countries (see Figure 1). 
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14. A similar decline in gro\\th rates took place in all the regions. with the exception of 
developing countries in South and East Asia. In the 1980s. the decline was very distinct in 
Latin America. North Africa and W.:st Asia. and Tropical Africa. In Latin America and West 
Asia. the structural adjustment process. which had bel!n initiated earlier. led to a recession. 
However. because of increased globalization. an upward trend has been registered. revealing 
signs of gro'\\th recovery in the 1990s for these two regions. 

15. With more than !talf ·he •.vorid's popuiation Iiving in South and East Asia. this region 
has shown significant resilience to the global dO\mtum. During the 1980s and the beginning 
of the 1990s. increasing intraregional trade enabled South and East Asia to grow much faster 
than any other region: between 7.6 and 8.2 per cent per annum. This high gro\\lh. in tum. 
contributed to the achievement of an average GDP per capita for the region of above $800 
in 1990 as compared with $650 in 1985. 

16. In general. the declining trend in GDP grov.th can be attributed largely to the 
corresponding decrease in the gro\\th ·.if world trade. since the 1960s. E\·en though it 
stabilized during the 1980s. world income continued to decline. except in Asia. In the 1990s. 
world trade has registereJ a significant recovery, but the favouidble impact is perceptible only 
in two regions: namely. Asia and the Pacific, including China and South Asia. and Latin 
America. In the remaining regions. income has continued to fall. leading to a decline in 
W(.rld income in the aggregate. Some explanation for this trend can be found in the sharp 
negative grov.th in Eastern Europe. primarily reflecting the first-phase problem of transition 
to a market economy and a sharp decline in income in th:! major developed regions of 
Western Europe. Japan and North America. 

17. Developments in the 1990s clearly demonstrate that those regions that managed to 
increase their share of world trade during this period were the ones that were able to recover 
their GDP gro\\'th faster. part£ darly, East Asian countries, including China. With the present 
trend towirds increasing glcbalization. and with most economies moving towards free trade. 
there are strong signs of an acceleration of grov.th in the world economy in the near future. 
However. the pace of growth of a given region will depend. to a great extent. on its ability 
to exploit fully the increase in trade expected from the globalii.ation process. the benefits of 
the progress of its reforms towards an open-market economy. and its success in overcoming 
the initial difficulties of transition. 

18. Despite the higher GDP growth rates, the relative GDP share of th-: developinu 
countries in total world GDP has not sho\.\n any significant improvement since the fir:;t oii 
shock in 1974. It continues to stay at around 20 per cent. albeit at an increasing share in 
recent years (sec figure 2). There have. however. been changes in the gc,:>graphical 
distribution to the extent that losses in Latin America's and West Asia's shares were 
compensated for by gains achieved by South and East Asia. The decline in the former two 
regions was induced. to a greater extent. by a sharp drop in world commodity prices such a~ 
oil. raw materials and basic agricultural products in the 1980s. South and East Asia. which 
ar~ far less dependent on exports of primary goods. were able to improve their position 
through the production and export of industrial products. thus making them more resilient to 
the downtrend of the 1980s. 
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Figure 2 
Share of Developing Countries ir. World Total Production, 1960-2000 
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19. As a result of the slowdown in GDP growth, the compounded GDP per capita rate of 
growth in the world declined from 3.2 per cent per annum in the 1960s to 0.3 per cent per 
annum by the early 1990s (see Table 2). This decline was not only confined to the 
developing countries, but included the developed countries as well. In Western Europe, the 
rate of growth fell from 4.0 to 0.6 per cent per annum between the 1960s and early 1990s. 
In Eastern Europe the decline was even more significant - from a positive 5.6 per cent, it 
declined to a negative rate of -10.9 per cent per annum during the same period, and in the 
sub-Saharan region it fell from 2.3 per cent per annum to -2.3 per cent per annum. Japan 
experienced a dramatic fall as well, with its growth rate declining sharply from 9.1 per cent 
per annum to 1.2 per cent per annum. Asia - both East Asia and the South Asian 
subcontinent - once again em.!rged as a key performer, recording the highest and most 
buoyant growth in GDP per capita. 

20. The slowdown in world GDP growth and the di~parities in regional performance have 
led to a further deterioration of income distribution resulting in an increasing inequality of per 
capita income across different regions. The income gap between developed and developing 
countries was at a factor of 18 in 1994 ($20,399:$1, 159). The variation in per capita income 
of different regions also increased significantly; by nearly 7 to 10 per cent in recent years. 
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Table 2 
Global Trend in GDP per Capita, 1960-1994 

(percentage) 

REGION 1960-70 1970-80 1980-90 

World H2 1.70 1.10 

~loped Market Economics _l 95 2.30 2.05 

North America :?.59 1-74 l.70 

Western Europe .t04 2.S6 l.S7 

Japan 906 3.33 3.53 

Ea.~em Europe 5 59 4.44 1.00 

De •.• ·lping Countries 3.-15 2.95 l.39 

Latin America .t. Canl>bean 2.97 3.10 c<i.n) 
Sut>Saharan Africa 2.31 0.26 (0.47) 

North Africa and Western Asia 5.26 2.05 ( l.58) 

Indian subcontinent 1.49 1.03 3.01 

East & South-Esst Asia incl. China .t.88 4.58 5.93 

Sow-cc: Complied by UNID0 Crom National A;;count Stallstr.:s 

Trench in Manufacturing Production 

1990-94 

0.29 
c 85 
I.IS 
0.57 
1.20 

(10.86) 
2.91 
1.52 

(2.29) 
0.61 
1.95 
687 

21. Grov.1h in totaJ GDP is closely interlinked with growth in manufacturing, as can be 
seen from figure 3 which shows both growth rates for the world. GDP growth in excess of 
3 per cent per annwn results in a higher MV A growth rate. Likewise, a GDP growth rate 
lower than 3 per cent per annum results in a lower MV A growth rate. Yet, zero growth in 
GDP is always a combination of negative growth in MV A and positive growth in other 
sectors. Manufacturing can be regarded as the principal engine of growth. 

Figure 3 
Growth Rates of GDP and Manufacturing in World, 1961-1995 
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22. The general path of MVA growth rates in the past is very similar to the GDP path. 
The above link.age has worked in favour of the developing countries, which have achieved 
higher MV A growth rates thfill the developed colllltries. Compared with the developed 
countrie5, developing countries achieved a 4 per cent higher growth in MV A in the 1970s, 
and the growth differential even exceeded 5 per cent at the beginning of the 1990s. when in 
the i 980s it stood at a meagre 1.5 per cent. This higher growth differential in favour of the 
developing cmmtries permitted them to increase their ma.'lufacturing share in the world 
economy, and it is expected to improve even more in the future. 

23. While the manufacturing share of the developing countries is increasing, that of the 
developed market economies, which dominates in terms of contributions to global 
manufacturing production, is decreasing (see Table 3). The combined share of developed 
market economies dropped from 85 .6 per cent in 1970 to 79. 7 per cent in 1980, and declined 
further to 78. l per cent by 1990. The share of developing countries, on the other hand, rose 
from 10.3 per cent in 1970 to 14.8 per cent in 1980 before gaining further to 17 .0 per cent 
in 1990. 

Table 3 
Sb.are of MV A in World Manufacturing Production, 1970-1994 

(percentage) 

1970 1980 19% 

lkvelopcd Marlet Econonues 85 6 79 7 78 I 
Developing Countncs I0.3 14 8 17 () 

Latin Amcnca &. Caribbean 50 6.5 4.8 
Su~Saharan Afnca 04 03 03 
North Africa and Western Asta I 5 24 30 
Indian subcontinent 08 09 I l 
East &. Soulh-East Asia incl. China 2 I 4.2 n 

So1U.:c Compiled tl\ l:NilX) from National AccmUlls Stahst11.:s 
Nole In constant 1990 dollars 

('J'J~ 

766 
20 8 

5 I 
() ~ 

34 
14 

10 l 

24. Among the developing countries, the highest MVA grow:~ rates were achieved by 
South and East Asia. Other regions, which are more oriented towards exporting raw materials 
were unable to match these impressive growth rates. By the year 1994, South and East Asia 
achieved a manufacturing production per capita of $200 (from $40 in 1970), Latin America 
$550 (from $450 in 1970), and West Asia $710 (from $320 in 1970). Developing Africa's 
performance is again the lowest with only $60 per head. Although growth has been very 
strong, the rate of MV A per capita between developed and developing countries remained 
stable at a value of around 22 ($4,469:$202 in 1990). It should be noted however that 
Eastern Europe. with an MV A per capita of $610 in 1990, i~ excluded from the ahovc 
comparison. 



IO 

25. The overall picture does not give any inc;ight into the type of manufacturing production 
performed in the developing countries. From the UNIDO Handbook of /ndcstrial S1a1istics 
together \\ilh assumptions for non-reporting countries. a rough picture can. however. be 
derived of the production stru~ture of the developing countries vis-a-vis the toial. world. 

26. In general. with the high technology element growing very fast in almost all regions. 
manufacturing activities based on low technologies seem to be on the decline. The share of 
high- technology manufacturing in total manufacturing is also rising. Fastest growth has been 
registered in Japan follo\\'ed by Western Eu.rope a.rid East Asia and Pacific. Even though it 
is comparatively better in Latin America. it is still very low in South Asia and sub-Saharan 
Africa (see Table 4). 

Table 4 
Trenm in High-Tech Mmufacturing, 1963-1994 

World 
Dc:velopc:.i Market EcC'nom1c:~ 
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mcludm(! Chma 
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lfiGll-TI'.Cll 0 o-= a• h •lime 
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of share of high- ma."lufactunn~ 
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l) 5155 21J I 
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02640 )h !! 

122 031 
l'J6 

0 1734 23 (I 
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() 1363 9-; 

(6.87) 
0 2025 12 5 

(S 67) 
0 1133 15.; 

12.62) 
0 2794 24 ~ 

(S 56) 

Emplo~mcnt 

elaslu;1tv m 
manufactunng 

1%0-9-t 

..() lkll-

coo:;, 
-0 -122-

(5 5p, 
() 08'} 
16 ()()) 
o :rn1 

113 I'• 

(16175 
(5 511, 
I) '7h:_ 

0 7)2~ 
(.14 76 \ 
0 4-'5~ 
( l.:! ?01 
0-t<"'.'"'." 

( 16 '151 

2-:'. Though high-technology manufacturing is growing v~ry fast within the developing 
countries. low-technology manufacture still constitutes a large portion of their manufacturing 
activities. The world share of the developing countries production was highest for ISIS major 
group 323 leather and fur products (43.0 per cent). and lowest for group 385 professional and 
~ientific goods (7.6 per cent). The share of food manufacturing in world food production 
maL-:hes the share of total manufacturing of 20.9 per cent for 1994 (see table 5). This points 
to a s0mewhat undeveloped nature of the manufacturing production in developing countries. 
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With the exception of petroleum refineries. which is overrepresented in the Middle East 
countries, the developing countries dominated only in those sectors where the content of 
advanced technology is low. Apart from tobacco manufactures, which showed a decreasing 
share O\er time from 39.4 per cent in 1975 to 38.0 per cent in 1994, and other chemical 
products (including pharmaceuticals) which are stagnating. all other sectors showed a 
somewhat sharp increase in world share. 

!SIC 
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321 
353 
324 
314 
371 
J69 

322 
361 
313 
372 
3S5 
354 
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362 
3SI 
311 

'52 
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384 
381 
3.l l 
1-$1 
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11!2 
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Table S 
Estimates of World Production Share for De\"eloping Countries 

for Manufacturing Sector, 1975 and 1994 
(peKentage) 

"roduct Group wc:1ght 1975 l'N-i 

m 199..i 

Leather aad fur products tJ S<, 22 so HOO 

Tcx1iles i SC 26 Su 40 NJ 

PclJolcum rcfincnes 5 60 2860 Nm 
Footwear 0 80 20 ()(} 39 (~l 

Tobacco wanuia.:rurcs 3 00 3'J 40 ~!I no 
Iron and steel 6 70 13 so )(,!If) 

Non-mctalhc " rr:cral products 4 SCI 18 30 n 1111 

\ cxcl 36 112 ) 
Wearing apparel 7 40 14 so 32 So 
Poncry. china 3nd carthwarc: 060 20 40 32 so 
Bcvcra(?tS 3 40 2450 32 00 
Non-ferrous metals I.SO 13 00 2600 
Rubber produ.:ts 1.50 19 80 24 60 

Mis.:. petroleum and coal proJu~ts 040 11 60 24 311 
Other manuta.:tures I 60 IJ 70 :'.4 (HI 

Gla!ls and (?lass products () 90 12 81! : : Si• 
lndustnal chenucals ::; 10 14 O•J :'.I <~1 
Food manufacturing S.40 16.10 20.90 
Other chc:rnu:al products 5 30 19 SO l'J '" 

( mcl phanna.:e11t1cals) 
Ek,tncal ma.:lunen II 311 9 7Q IC. 1111 

Plastic produ.;ts 2 50 16 10 l1>!!C1 
1 ransport c:qu1pmmt 7 70 8 10 16 ("' 
Metal products c'\cl r:iachmcn 4 20 n 10 15 60 

WooJ and cork proJucts I 20 l.l lO 15 41 

Paix-r and paper proJucts 2 20 12 21) I~ 20 
Fum1t11rc: and li'\turcs () 90 11 90 j ,i l• I 

Non-dectru:al ma,luncn· (> 70 10 10 l l '" 
\ md oil ;c.: macluncs) 

Pr111tin~ anJ r11M1shmg ~ to ')110 •Jil(I 

l'rofcss1on:i! :in,! ~l<.'llhli.: ~o<'-l· I 00 5 60 7,,11 

1011 00 

Sour.:.: lfNllXl estm1.1t.:' 

Manufacturing Sha~ in GDP 

28. The satisfactory situ~tion with respect to physical growth in most regions contrasts 
with an unsatisfactory income shift expressed through losses in the weight for all regions. 
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\\ith the exceptio'l of Bu~ and South Asia. from 1960 to 1990 (see table 6). In a sample of 
105 countries, m\Jre than half (54 countries) showed a decrease in MV f. share pf GDP since 
J 985 and only 38 countries exhibited an increase. The remaining 13 countries maintained a 
stable sh:ire. In addition. in countries where the per capita MV A is very high. the sha:-~ of 
GDP over time seems to be declining. 

Table 6 
Share of M2Dufactutiog Value Added ?n GDP, 1960, 1970 arid 1990 

REGIO~ 1%0 1970 1990 +or-

WorlJ 2M 9 28 I 112 
I >.:,·dopol Marl.:d h:onooucs 290 28.2 ::'2.6 

North Arnen.:a 28 5 ~5) 18 5 

W~tern Eur\>PI= 2-14 304 2'7 

Japan ~4 (> 360 291 

I:astc:m Europe 42 4 4.,., -.. 36 8 

! 11:,·c:foptni? Co1D1trics 194 18 9 19.6 + 

Lahn America &. Canbbean 21 5 23 8 230 + 

SuO-..'ialwan Africa S4 102 95 + 

Nonh Afri.:a 12.9 121 12.3 

West.mi Asia 12 4 ! 3.1 12.5 + 

(n,\ian subconrmcnt p· - -' 12.8 15 3 + 

East.!: South Ea.st Asia ind_ China 15 2 19.0 264 + 

Sour~.: I 'NUX> .:sllrnatc:s 
~Ole Cll!Tc!'Il! pncc:. currc:nl S~XChanl!!C rates 

29. Among the developing countries. the largest contributor of manufacturing to GDP is 
Eac;t and South-East Asia, with a share above 26 per cent. In '-Ontrast, the manufacturing 
share in GDP has dropped significantly in North America and Western Europe. This decline 
in the developed countries and in a number of developing countries may have been caused 
by an internal shift of certain production activities to service sectors. However, the value
added codlicient of total output for manufacturing demonstrated a pattern of greater or less 
stability over the past decades instead of a decrease. It has in fact increased since 198() (in 
1970. 43.02 per cent; in 1980. 38. 75 per cent; in 1990, 42.22 per cent; and in 1994. 43.02 
per cent). 

30. The relocation of production of specific industries, such as leather. textiles, footwear 
and iron and steel, from developed to developing countries has definitely contribute<! to the 
contraction of the manufacturing share of the developed market economics. The main impact 
seems to have stemmed from a shift in expenditure. whereby private expenditure for services 
is growing fac;ter than that for commodities. and gross fixed capital formation is not growing 
as fast as the total cconom} (sec tahlc 7). 
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Table 7 
Pattern of Private Comumption in Selected Developed Countries, 1970 and 199 J 

(pereentage) 

-- ~·;, Share of GDP ,... Gmwth COWltr.· 
1970 1991 1970-91 

Austria Con'1111J1)lion of f.oods 35 70 2800 2 Oo 

Cons. "100 of services 1890 2710 4 91 

Urutcd States Con<-::!lption of f!OOds 3480 29.30 I 3i 

Cor: . aption of saviccs 28 30 38.00 3 -.-:. 

Japan ConsumpllClll of goods 3040 2740 

Consump«Nn of services 21.80 29.20 

Source UNlIX) 

31. This present trend of lower growth in consumption for goods as compared \\ith 
services will continue. The relative increase in demand for commodities will again be lower 
because of decreasing GDP growth rates, and also because of the increasing debt problems 
of both developed and developing countries. In most developed countries. public debt 
exceeds the total of one year's tax revenues. This will undoubtedly limit public expenditure. 
which will not only have an impact on the domestic purchasing power, but will, in turn. 
reduce the growth in demand for material goods. 

32. The decrease in the shares of manufacturing a.'ld agriculture in the developed countries 
is equivalent to a relative decrease in income and has, therefore, resulted in the loss of jobs 
in these two sectors in recent years. Unfortunately, an overall increase of unemployment is 
occurring, which shows no signs of improvement. Past experience reveals that the labour 
force released by the manufacturing and agricultural sectors was not absorbed by other sectors 
of the economy. This will undoubtedly pose problems for most developed countries, raising 
the que~tion of how to deal with increased une.nployment. 

33. In North America and Western Europe, the employment elasticity vis-a-vis gro\\th of 
manufacturing has Leen negative for the past three decades. The employment elasticity of 
developing countries over the same period was quite high, ranging from 0.4 to 0.7 per cent; 
that is, corresponding to a I 0 per cent growth of industry, and the growth in employment is 
expected to be between 4 and 7 per cent. This has helped employment generation and in 
siphoning off surplus labour from the agricultural sector in many developing countries. But 
if a shorter time period is taken, the employment elasticity in most developing countries 
decreased significantly (see table 8). Against this sci!nario, most developing countries are 
concerned about emerging higher unemployment. The choice of the industrial structure and 
appropriate technology is becoming an important point of debate. 
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Table 8 
Short and l..Gng-Te1m Employment FJasticity for 

Selected Regiom/Countries, 1990-1994 

DEVELOPING REGIONS/COUNTRIES 

Latin Amcnca & Canhbcan 

T rop1cal AlnQ 

Nortl- '1.fnca & Wc:st Asia 

lndiari Subcontmcnt 

Easl &: South East A~1a 
incluJmg Chma 

Brazil 

Kc:nva 

Korea 

India 

Columh1a 

Ghana 

Manuf '°1!pl())meitt 
elasticity with 

rcspcct to MV A 
1980-1994 

Manuf cmplo\"mc:nt 
dastic1ty with 

respo:t to MV.'\ 
1960-1994 

0.1596 06175 
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0 1846 0 26211 
(168) (2 11) 
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(492) (1907) 
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~---------------- ---------------· 
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DJ. INDUSlRIAL OUil.001(. 1995-2005 

Key Assumptions and Considerations 

34. The global economic structure is changing rapidly with the world moving towards 
increasing globalization based on the free market system. Many of the former socialist 
economies and others are in a transition phase. Those that started earlier !lave more or less 
n:covered from the initial phase of structural adjustment. often accompanied by falling output. 
higher prices and unemployment. The latecomers are still passing through this phase. while 
some have still not reached the stage of recovery. 

35. Several political and economic compulsions, both in the domestic and international 
arena, have stood in the way of accelerating and sustaining the process of market-oriented 
reforms. As regards the global scenario, however, there is some cause for optimism in that 
major international agreements under the Uruguay Round have been concluded in trade. 
though even here problems of implementation may pose a challenge. The consequence is a 
delay in the adjustment process. Against this background of uncertainty. any attempt to 
project a medium- or long-term outlook Gn global industrial development. or for the different 
regions and countries is a complex exercise. 

36. It would not be appropriate to depend exclusively on developments in the last few 
years to project the pattern of global industrial growth during the next decade and beyond. 
At the same time. dependence on a long-term time series, covering three or more decades 
during a period of rapid industrial and technological changes, may lead to very biased results. 
especially when the downward trend of the global economy for this period is in the middle 
of being reversed because of the promising performance of rece;it years. Then again, there 
is a high probability that future gro'\\1h may be very much influenced by the recent 
experiences of some of the successful countries which other developing countries are trying 
to emulate in their pursuit of higher growth. The approach adopted, therefore, has been to 
attach more weight to more recent trends and developments. 

37. In detennining the future outlook for industry, it is also essential to take account of 
key emerging issues. These include: (a) the rate of globalization including increase in trade, 
technology and capital flows; (b) technological innovations and their impacts on cost effec
tiveness in production; and (c) greater availability uf capital and skilled human resources. In 
addit::1n. the growth of developing countries has also been induced by the growth and 
recovery of their major trading partners. 

38. It is against this background that it needs to be considered whether a long-term 
average should be taken or whether to provid special weight to recent trends and 
developments in order to assess the future outlook of global industry in the next decade and 
beyond. The baseline scenario and projections in this paper largely take into account the 
underlying influences of past trends and dtvelopments. with appropriate adjustments being 
made for recent trends in technological development and gro\.\1h of prnduction and 
manufactured expons from different regions. 

39. The baseline in this study is consequently based largely on the continuation of 
promising industrial growth trends in tht> recent past corrected for policy and other factors 
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affecting the future out!oo~ The projection starts with different GDP gro\\lh assumptions for 
five major developed countries. which were deri\·ed from different types of projections of 
recent gro\\th trends. The average GDP gro\\th rate of the five countries since 1980 was only 
2.6 per cent per annum and the baseline scenario follows a moderate gro\\lh path. 

Endogenous Assumptions 

40. The key endogenous assumptions include the removal of liade barriers and restrictions 
on free financial flows. and the access of developing countries to technological developments 
and to the global market Implicit assumptions are low transportation costs. and improvement 
of infrastructure. besides some relief from the accumulated dl!bt burden of de..-eloping 
countries. 

Metltodological Considerations 

41. A detailed statistical analysis was conducted to compare the gro\\lh behaviour of 
developed and de\·eloping countries over the past 34 years. with more weight being given to 
developments and trends in recent years. The analysis has separated the endogenous and the 
exogenous gro\\lh aspects of developing countries. Exogenous influences were related to 
reference regions in the develop.:d parts of the world. Intra-developing-region aspects have 
not been considered separately. Further analysis was conducted to explain the relationship 
between the gro\\1h of the total ec1.:nomy and the gro\\1h prospects of manufacturing value
added. 

Forecast Results, 1995-2005 

"12. The detailed results of the forecasts can be seen in tables A.1-A.3 and figures A.1-A. 7 
in the annex. Both developed and developing countries are expected to register increased 
industrial gro\\1h during the next I 0 years, with the growth rates in certain developing regions 
and subregions being substantially higher. The moderate gro\\1h anticipated in developed 
countries will not necessarily drag down the growth of developing countries and the combined 
forces of both self-supported anti externally-induced gro\\1h are sufficiently high. 

43. The Lima target that was formulated by UNIDO's General Conference held in Lima 
in 1975 is likely tc be achieved. The envisaged target was to increase the share of 
manufacturing production of developing countries to a minimum level of 25 per cent of the 
world manufacturing production by the year 2000. Furthermore. by the year 2005. the share 
of industrial production of the developing countries ma) increase to 30 per cent of world 
industrial production. 

44. Further estimates regarding the achievable rates in merchandise exports also appear 
to he promising. By the year 2000, exports of developing countries could amount to 30 per 
cent of world expom and a further increase to 35 per cent by 2005 is possible. A detailed 
description of the gro..-.1h prospects is given helow. 
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Gro~ Domestic Production 

45. The forecast results show that world GDP growth is expected to gather considerable 
momentum over the next IO years ending 2005. It will reverse the past dO\mward trend to 
grow at a stronger rate of 2.9 per cent per annum during 1995-2000 as against 2.1 per cent 
during 1990-1995. Gro"'th will however climb marginally higher at 3.2 ver cent per annum 
during the follo\\ing five years ending 2005. 

46. The GDP growth of the developed market economies is assumed to be 2.5 and 2.4 per 
cent per annum for 1995-2000 and 2000-2005. r~~pxtively. which are considered to be 
moderate. compared with past performance. Japan is expected to recover strongly from its 
present financial difficulties. As in the past. Japan's growth is assumed to be somewhat 
higher than that of Western Europe and North America. 

47. Gro\\1.h prospects for the developing countries. on the other hand. will be at least 2.0 
to 3.0 per cent higher than that of developed countries in tem1s of GDP. However. there is 
no likelihood of equitable growth among developing regions and tht:re \\ill continue to be 
enormous variations as at present. Some countries that experienced continually strong gro\\1.h 
over the past few years. may face problems of "overheating". East and South-East Asia 
(including China in particular). the star performer of the previous decade with an average 
growth rate of about 8 per cent per annum. is one of the regions that may face this problem 
and may register reduced performance during 1995-2000. Growth may be slowed both by 
capacity constraints and overheating problem5 characterized by high inflation. infrastructure 
bottlenecks and shortage of skilled labour. The pac:.: of growth is expected to slow down to 
7.2 per cent over the next five years before picking up again at 7.9 per cent per annum dur!ng 
2000-2005. 

48. The same trend is observed for Latin America. which is expected to register a lower 
growth of 2.5 per cent per annum during 1995-2000 compared with 3.1 per cent per annum 
during 1990-1995. Growth is expected. howeve1. to increase to 2.9 per cent per annum 
during 2000-2005. On the other hand. the Indian subcontinent "ill extend its gro\\1h path 
steadily at about 5.3 per cent per annum during 1995-2005 compared ":th 4.3 per cent during 
1990-1 ~95. Policy changes towart!:; increasing liberalii.ation in India is a relatively recent 
development and the full impact of these changes has not yet been fully translated into 
economic performance. It is expected that the Indian subcontinent will be able to gain 
significantly from the glot-::il liberalii.ation process, and be able to strengthen its gro\\1h 
performance with respect to manufacturing production and exports. 

49. In line with their growth performance, the developing countri:-s' share of GDP is 
expected to increase significantly from 22.3 rer cent in 1995 to 27.0 per cent by 2005. This 
gain will be reflected in a decline in the share of developed countries and of Eastern Europe. 
including in the Commonwealth of Independent States and the Baltic States. The share of the 
developed countries and of Eastern Europe, including the Commonwealth of Independent 
States and the Baltic States, is expected to drop from 76.0 and I. 7 per cent in 1995 to 71.6 
and 1.4 per cent. respectively, by 2005. 

50. The strong growth of East and South-East Asia. including China. will continue to 
increase the GDP share of the region, which will grow from the current 8.8 per cent to 13.4 
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per cent by 2005. representing more than half the share of the developing countries in world 
GDP. While the Indian subcontinent will be able to increase its share somewhat from 2.1 per 
cent in 1995 to 2.6 per cent share by 2005. the other developing countries may not be in a 
position to sustain their share. In the case of Latin Ame• :ca. the GDP share is likely to drop 
from its current 5.0 per cent to 4.8 per cent by 2005. 

Manufactwing Sector 

51. The baseline scenario projects a rebound for the manufacturing sector for the world. 
especially for the de,·eloping countries over the next IO years. World MVA will reverse its 
recent do\\nward trend to grow at a faster pace. The developing countries a.; a whole are 
expected to follow a similar trend and should be able to offset fully as a whole. the weak 
MVA growth rates of the developed countries. Developing countries are also expected to take 
over a greater share of manufacturing production. Total world MVA gro\l.1h will increase 
from I. 7 per cent per annum during the first half of the 1990s to 3.1 per cent per annum 
during the subsequent five years. and will climb further to 3.5 per cent per anmm during 
2000-2005. 

52. In accordance with the higher GDP gro\\th assumption for Japan. its MVA 
performance is also estim'1<ec to be higher than the other developed regions. The MV A 
growth for all the developed countries is set at 2.2 and 2.0 per cent per annum for the 
respective five-year periods under the scenario assumptions. This reflects the ongoing trends 
in the developed countries. 

53. In contrast to the moderate growth rates anticipated for the developed countrie3, the 
developing countries as a whole are f'~pected to be the focal point for world MVA gro\\1h. 
The growth rate of the latter is expected to surge at an impressive rate of 7 per cent per 
annum during 1995-2005. For the first time. the absolute increase in MVA of the developed 
couniries will be smaller than the absolute gains of the developing countries. It must. 
however. be emphasized that growth rates among developing countries and subregions will 
vary enormously. 

54. East and South-East Asia including China are expected to continue to lead the gro\\1h. 
with a growth rate nearing double-digits at 9.2 per cent per annum during the IO-year period. 
Grov.th in Latin America will remain subdued while the Indian subcontinent is expected to 
a~hieve an average growth rate of 5.8 per cent per annum. A stronger orientation towards 
exports can augment India's MV A growth. Also Latin America's low gro\\1h expectations are 
induced by past performance. Problems in the treatment of local currencies like hyperinfla
tion and overvaluation of the currencies have been observed in the past and changes could 
surely improve Latin America's position in the future. The funher reduction of external debt 
would also be a stimulating factor. Tropical Africa could stage a strong rebound from 1.3 
per cent in the early 1990s to 3.5 per cent per annum during the next decade. 

55. In line with the strong growth rate. the share of MVA of the developing countries in 
world MV A will continue its upward surge to J0.6 per cent by 2005 from 21.5 per cent in 
1995. a gain of more than 9 per cent. 
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56. At the regional level. the performance of the developing countries is expected to \'ary 
significantly. While East and South-East Asia including China will almost double their MY A 
share O\'er the next IO years. increasing from 11.0 per cent in 1995 to 19.3 per cent in 2005. 
Latin America is expected to relinguish some of its share. declining from 5.1 per cent to 4.7 
per cent during the period. Elsewhere in the developing countries. the situmiun remains 
subdued. \\ith the exception of the North African and Western f.sian region. which shows an 
increase in share from 3.4 per cent in 1995 to 4.5 per cent by 2005. 

57. In terms of structural change as reflected in the share of MY A in GDP. de\'eloping 
countries are expected to continue to pursue industrialization strategies aggressively compared 
with their counterparts in the developed countries and Eastern Europe. The share of MY A 
in GDP for the developing countries is likely to surge to a new high of 25.5 per cent l-y 2005. 
in contrast with the almost unchanged situation in de\'eloped countries. 

58. Among the developing regions, industrialization is expected to take the centre stage 
in East and South-East Asia including China. and North Africa and Western Asia. The share 
of MY A in GDP for these regions increased from 27.5 per cent and 13.5 per cent in 1995 to 
32.0 per cent and 18.5 per o:ent. respectively. in 2005. Elsewhere. the gain has been marginal. 
while a slight decline is observed for Latin America. 

Per Capita GDP and MV A 

59. In line with the higher GDP growth, the world per capita income is expected to 
continue to grow from about $4,100 in 1995 to about $4,700 by 2005. The gro\\th rate is 
expected to recover strongly from 0.4 per cent per annum in the early i 990s to about 1.3 per 
cent per annum over the IO years ending 2005. The developed countries will register a strong 
rebound during 1995-2000, with their GDP per capita growing at 1.8 per cent per annum from 
1.0 per cent pe: annum during 1990-1995, but this level will be maintained during 2000-2005 
when developing countries as a whole may become the focal point for growth at a rate of 3.3 
per cenc per annum. 

60. The income gap between developed and developing countries will, howeve:-, continue 
to wiJen at an increasing rate. While the gap in 1995 is $19.600, it will grow to about 
$2.1,200 by 2005 in i<lvour of the developed countries. mainly due to the wide disparity in 
groY-th among developing countries. Although the projected averagt: groY1th rate of the 
developing countric:s. at 2.9 per cent per annum during 1995-2005. is higher than the averag<> 
rates of both the world and the deve!oped countries during the p";;od. growth is largely 
propeHzd by just two regions. East and South-East Asia and the Indian subcontinent are 
leading the strong growth at rates much higher than the average rates of the world and the 
developed countries. Latin America will grow at a mere 0.6 per cent per annum during 1995-
2005 .. •hile Tropical Africa, North Africa and Western Asia are shown to record negative 
grov.1h. 

61. The wide disparity in growth rates of GDP per capita within the developing countries 
is reflected in the significant difference in the income levels of these countries. While the 
income level for the rest of the developing countries is iikely to remain at their 1995 levels. 
that for East and South-East Asia. including China. is likely to record a strong gro\\.1h of 
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about 6 per cent per annum during 1995-2005. and will continue its advance in its GDP per 
capita from $1.200 in 1995 to $2.200 by 2005. 

62. The MVA per capita shows similar trend - a widening gap between the de\ doping and 
developed countries despite the stronger MV A gro\\1h of the former. Within the de,·eloping 
countries. MV A per capita will also vary significantly in the regions. East and South-East 
Asia will again lead the strong gro\\1h at 7.5 p.:r cent per annum during the 10-yl!ar period. 

MVA &pom 

63. In tem1s of manufacturing exports. developing countries \\ill lead the gro\\1h \\ith an 
impressive 9.0 per \ent a.'lJlual compounded gro\\1h over the IO-year period ending 2005 
compared with 4.7 and 3.0 per cent per annum for the world and developed countries. 
respectively. In line with strong gro\\1h in manufacturing exports in developi.1g countries. 
their share in world manufacturing exports is expected to increase significantly from 24. l per 
cent in 1990 to 3 5. 5 per cent in 2005. This gain is at the e~ipense of the developed countries. 
which \\ill record a drop in share from 75.2 per cent in 1995 to 64.0 per cent in 2005. 

lmplicatiom of the Forecast Results 

64. The above forecast results indicate that there will be a recovery in the world economy 
and in most regions. In certain regions. however. the tempo of gro\\1h is still slow. It will 
be the task of the State and international organii.ations to identify the reasons for the poor 
performance of these countries and subsequently to formulate strategies and policies for 
industrial restructuring to reverse the present trends in the countries performing inadequately. 
particularly in transition economies in Eastern and Central Europe. Tropical Africa and certain 
parts of Latin America and South Asia. 

65. It must be emphasized that the projections are based largely on assumptions of gro\\1h 
for developed countries. especially the possible recovery of Japan and Western Europe and 
hopes of ~ .staining the recovery of North America. especially the United States. Much 
depends on the successful adherence to free trade, sound macroeconomic policy ar.d a 
commitment to maintaining the growth of investmenc and technol<'gy ffows between countries. 

66. Accordingly. it is necessary for countries and the international community to take due 
account of the abuve trends and signals and to us~ these for the development of strategics and 
policies for future sustainable growth. 

IV. WNG-TERM VISION: BEYOND 2005 TOWARDS 2015 

Uncertainties of the Future 

67. Since the end of the cold war and the introduction of economic refonns at the national 
and international levels. the uncertainties of the global economic and political environment 
have been increasing considerably. These uncertainties arc hecoming further accentuated as 
the twenty-first century approaches. Hence. few have ventured to look into the next decade 
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or project the likely scf"nario w!th respect to gmw1h in income. employment. trade and 
technology. either at the global or regional level. 

68. At the same time. policy makers are often confronted with issues of economic 
development that are essentially of a long· term nature. but nevertheless necessitate early 
policy responses due to their long-term impact on global natural resources. like water and 
land, the ecosystem, energy and demognphic matters. such as age and gender structure of 
population and quality of life. 

69. In order to gain some insight into these issues, it is important to look closely at all 
relevant short- and medium-term trends of key economic indicators in the global development 
scenario, which have broadly been drawn up for the period up to year 2005. The challenge 
is to assess and determine whether these trends will continue or even accelerate in the long 
run, decelerate or probably reverse. It is also important to identify several new factors that 
might at present be dormant, but could surface in the long term influencing future global 
developments and demanding new policy measures and actions. 

Emerging Trends 

70. The emerging trmds observed in the medium-term projections for 1995-2005 are as 
follows: 

(a) After a long period of recession, most developed countries are now recovering; 

(b) The pace of globalization is accelerating with world trade and so are capital 
flows. Both are increasing much fafcer than growth of world income. This 
phenomenon appears to be acting as the main catalyst responsible for leading the 
world economy to recovery and inducing faster growth; 

(c) Those economies that initiated market-based economic reforms are revealing 
better results in terms of their growth in income and trade, as well as in their efforts 
at closer integration with the worlJ market than the late-comers. Indeed, these 
successful performers have become the model for future developmen~ for most of the 
less developed economies; 

(d) Faster industrialization is recognized as the linchpin of the development strategy 
of the developing countries. It is observed that only after achieving a "high threshold 
lt:·•el of manufacturing output per capita" do most economies show a relative decline 
in u:e manufacturing share in GDP, with growth in the services sector becoming the 
prime mover; the obvious examples are developed countries where the growth rate of 
services in GDP is the fastest; 

(e) The technological revolution in industrial production and organization and the 
faster growth of high-technology manufacturing '.lre the two major catalysts of growth 
in industry and exports of developing countries; 
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(f) The high gro\\1h of technology has been largely supported by !ncreased inflows 
of foreign direct investment from the developed to developing countries in certain 
regions. 

71. Against these positive features. there are some disquieting trends. These are: 

f ~) in spite of the faster growth of developing countries compared with the developed 
countries. the gaps between them in tenns of per capita income continue to widen: 

(b) With the growing contribution of manufacturing in developing countries and with 
the rising proportion of the high-technology component, the gro\\th of employment 
is slowing down. Again. because of heavy international competition. the organized 
secior of industry may emerge as the principal survivor. Since the employment 
coefficients of the organized and high-technology manufacturing sectors are seen to 
be much lower than the rest. absorption of the increased labour force in developing 
countries may emerge as a growing problem; 

(c) Latecomers. which ir.clude several socialist economies with limited experience in 
market operations. are unable to join the fast-growth group. and continue to suffer 
from problems of transition \\ith accompanying recession. Moreover. there are many 
poor countries, especially in sub-Saharan Africa, whose resources of skilled personnel 
and organizational abilities are limited. These countries find themselves in a 
continuous process of recession, and show no visible signs of a sustainable recovery. 
Their declining living standards even exceed the maximum tolerance level. raising 
doubts about the pace and sustainability of reform; 

( d) In an international perspective, the pace of glvbalization may be endangered by 
growing regionalism; 

(e) The availability of capital, both official and private, is decreasing vis-a--vis 
demand. In the sphere of official aid there are clear signs of donor fatigue. Alth\Jugh 
the outflow of private capital from the developed countries is rising, this is increas
ingly under threat because of the greater need for reconstruction within the developed 
countries as part of their recovery. However, there may be a possible increase in the 
domestic savings rate in developed countries because of their demographic con
figuration; that is, where the age group that contributes the maximum to savings 
(persons 35-55 years old) is the largest; 

(f) Lastly, the high mobility of capital in the international capital markets is adding 
to thr uncertainty and volatility of capital flows into the developing countries; a 
phenomenon that most are m:ither familiar with nor institutionally equipped to deal 
with. 

72. These emerging trends, both positive aild negative, will inevitably affect the world's 
long-tei m future. over next two decades and beyoncl 
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73. Given the cor.tinll3Jlce of the currently favourable trends. it is expected that by 2015. 
the developed coumries will have succeeded in stabilizing the growth rate reached by 2005. 
This. however. may be suppressed somewhat by reduced labour supply (when a larger 
proportion of the population is expected to be ageing). but this "ill be compensated for partly 
by an increase in productivity with the use of more advanced technology. Within the 
developed regions, East and Central Europe should have overcome their transition problems 
and be able to contribute to increasing the aggregate growth. 

74. In contrast. growth in developing countries is expected to continue to accelerate 
significantly. especially because many latecomers. including the whole of South Asia and 
several countries in Africa. are likely to join the mainstream of growth. 

75. It is expected that by 2015, many of the advanced developing countries v.iJI have 
joined the ranks of the developed economies. There is thus the likelihood of the "GDP per 
capita gaps" between developed and developing countries narro\\ing. However. rough 
calculations show that any significant reduction in absolute gaps between developed and 
developing countries will take more than two to three decades to occur. The pace uf 
convergence however v.ill depend greatly on the much-awaited decline in population growth 
in developing countries. This scenario assumes that the present trend of increasing 
globalization and rising productivity and competitiveness between countries \\ill continue. 

76. The growing proportion of high-technology manufacturing in the developing countries 
may fail to meet the !leed for additional jobs, and to absorb the increased labour force. Even 
a significant measure of population control may not be translated into reduced labour supply 
in the next two decades. Given the present global trend, the participation rate for women is 
likely to rise. adding to the future labour force. This may be partly compensated by recfuced 
use of child labour resulting from improved income per capita and strong international 
pressure. 

77. A silver lining in the long-term growth outlook in most countries is the growth of 
demand for services in the world market. However, in the near future. the developed 
countries may dominate in services especially in areas such as banking, finance, trade and 
telecommunications, because of their better position in terms of efficiency and organizational 
support. Indeed given the higher employment elasticity prevalent in the service sector. and 
the percentage grov.th of services to GDP, developed countries are likely to make a 
significant dent in the unemployment problem. Over time, however, the developing countries 
with their potentially large reserves of skilled iabour may pose some competition. For this 
to happen, however, a higher priority will have to be given to basic education. training, health 
awareness regarding comprehensive health care in the least developed countries. The success 
of negotiations in services is. indeed. a necessary condition in order for developing countries 
to reap the long-term benefits. 

78. The pursuit of sustainable industrialization will need the development and application 
of appropriate but advanced technology, and changes in the structure of production and 
consumption involving substantial applied R&D activities that are often highly expensive. 



This may pose major problems for developing countries. and a cooperati\"e intem3tional 
appr.lach is. therefore. crucial in the future. 

79. In order to sustain and accelerate the future pace of reco\"~ry and reform and to ensrrre 
that the benefits are e\"enly dispersed among different countries. as well as weaker sections 
of the community. comprehensive national and international programmes \\ill need to be 
implemented to accentuate the favourable impact of market-driven forces and resource 
allocations. 
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Growth rates of GDP in developed and· developing regions, 1961-2005 
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FIGURE A- 2 

Growth rates of MVA in developed and developing regions, 1961-2005 
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FIGURE A-3 

Baseline scenario 
Growth rates of GDP and Manuf actLJring in World ( 1961 -2005) 
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Growth rotes of GDP and MVA in Developing Market Economies (1961-2005) 
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FIGURE A- 6 

Shore of developing countries in world total production (GDP) 
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FIGURE A-7 

Share of developing countries in world monuf acturing production 
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