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Reginn+l forecasts and Folicy Discussion

In 1989, as 1n 1988, UNIDO's forecasts and industrial analysis were
supplemented by consultations with forecasters trom most of the regions
into which the fcrecasts presented in Chapter [2?] are divided. The
discussions, at the beginning of March, looked at preliminary UNIDO
figures 1in the 1light of the country or regional forecasts which each
participant presented, as well as other recent forecasts and data, and

"the views of the participants of general world conditions and the

policies necessary to encourage (or permit) development. The
participants are listed below.

The prima facie justifications for Jlooking at an interpational
forecast as something more than simply a collection of {forecasts for
individual countries are first that the interpational situation is itself
an important determinant of countries' performance, through its direct
effects on volumes and prices of traded goods and the quantity and cost
of capital flows, and second to ensure that forecasts which seem
plausible at the country 1level are consistent among themselves at the
world level. The importance of the first, the dependence of countries on
each other's performance, has been increasingly guestioned in r-cent
years: in years like 1988 there was a strong contrast between high
performance in the developed countries and low growth in many developing
countries. This was echoed by forecasters, with errors of pessimism for
the developed and of excessive optimism for the developing, suggesting
serious weaknesses in our understanding of the extent of inter-
dependence. The second, consistency, can of course be ensured by
calculation, without consultation. The value of discussions among
regional forecasters lies, therefore, more in the exchange of information
and analysis of economic structures and behaviour, how these may be
changing, how areas are using or protecting themselves against outside
events, and how external conditions, national policies, and industrial
decisions within countries interact.

At the most aggregate 1level, the participarnts did not seriously
question the importance of international linkages, with Langhammer, for
example, noting that parallel interest rate movements showed no
'delinking’ even among industrial countries, and concern from all areas
at the global effects of such national or regional phenomena as the
fiscal and trade imbalances of the United States and the EC's move
towards greater economic umity by 1992. But the participants were very
conscious of the 19823 errors in forecasting not only the growth rates,
but the relative rates of different areas. rmong the developing
countries, Latin America and Africa haa done worse than expected and
Asia, better: both South and East Asian countries had relatively good
perfermance. It was necessary to 1look more closely at the external
impact of the high growth by developed countries: trade performance was
exceptionally good (8.5% on GATT estimates), but much of this was among
the developed, in manufactures, and probably in capital goods reflecting
their high levels of investment. 1t was accompanied by high real
interest rates. The expansionary effect on developing countries was
therefore smaller, even on a macroeconomic level, than a simple model
might suggest.

In looking ahead, the regional forecasters tended to suggest rather
lover growth than the UNIDO forecasts, although higher than those of
other international forecasters. They were more avare of particular
constraints which night held thew below what a3 cupply-based inductrizl
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forecast  would cuggest, bat also vere able t¢  take  account cof
posetlllityoe DOilzproving  thal: Derfioruihny tirough policy o1
structural change, not evideut to a demand-based aggregate forecaster.
These 1odifications make an international forecasting exercise even more
icportant than if one assumes that countries' performance is very
dependent on 'the world'. If international constraints are binding,
then, although it may be interesting to know what will happen, they are
not crucial variables for policy-makers if little can be done about then.
It is precisely because the international situation is important, but not
totally constraining that understanding how it 1is changing is a serious
concern.

Japan

Hutoh stressed the changes that were occurring within the Japanese
economy, most of which would tend to reduce the Japanese imbalance with
the rest of the world and probably its trend growth in output. The
forecast to 1993 was 4.2% in real terms. In the 1970s 1t succeeded in
ecoaomising on ravw materials (and thus saving imports) and depended
heavily on exports for growth. Imports were now stabilising, and there
vas a shift towards domestic led growth. Potential growth could slow as
vorking time fell (by 10%, to levels comparable with the US or Europe by
1992). This could 1lower the competitiveness as well as the supply of
exports, especially as incomes would still grow. Imports could rise
because of the shift to consumption, because of the trend to locating
some manufacturing processes abroad to reduce costs (normally to Asian
countries), as well as because of any reduction in agricultural
protection. These arguments suggest that the international impact of any
slowing of Japanese growth might be small.

On the capital side, the participants, particular Shaaeldin, were
interested in the prospects for Japanese direct investment: its level
and aay changes in direction. It might grow less rapidly than in the
past, and as most has Leen market-oriented, it was likely to continue to
go mainly to Asia. It was, however, perhaps moving from the NIEs to the
ASEAN countries. There vere also the Japanese initiatives for capital
for indebted or low-income countries, )

The discussion suggested that while Japan could have growing
importance to net international trade demand, the capital side was more
doubtful.

¥est Europe

Langhamrer put forvard explanaticns of why Europe had proved
relztively resilient in 196&, notably high investment, a slov response of
exports to the revaluation of major currencies against the dollar, with
continuing strong consumption. He did not expect tliese to be repeated,
and therefore suggested a lower growth rate (2.5%) for Western Europe
than expected by UNIDO. Interest rates would probably rise, changes in
indirect taxation would restrain consumption (as Mutoh had also pointed
out for Japan), while inflation was increasing because of higher
commodity prices and higher capacity wutilisation, as well as the taxw
changes. These constraints would become more important Dby the second
half of the year.

An uncertainty which was raised by UNIDO representatives and several
other participants was how the EC's steps to unify its own markets by
1992 would affect other countries. Some direct and immediate effects
w1aLt restrain trade, notably the  application of Community-wide NF2
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In the next few years, to 1992 and perkaps beyond, clower growth and
a turning inward (and perhaps also to Eastern Europe) would mean little
stimulus from Vestern Europe to the rest of the world, but Langhammer was
more optimistic looking beyond this period. A more efficient and less
protectionist Europe would then have a more positive effect.

Eastern Europe

Structural changes, high inflation, and the growing importance of
alternative sources of supply make it difficult to measure the true
levels znd growth of output in these countries, but Szamuely suggested
that performance in 1988 vas in most cases extremely poor, and after a
decade of poor aggregate performance and structural imbalances, the area
is in economic crisis, with serious political consequences. The crisis
is also one of confidence, can the leadership find a new successful
economic system? In 1988, countries probably continued to borrcw abroad,
to meet deficits as well as interest payments on existing debt, and this
is expected to continue. They are anxious to attract foreign investment.
But their depressed and uncertain economies do not provide attractive
investment opportunities.

In the countries which are liberalising their economies, notably the
USSR, Hungary, and Poland, this should produce better performance, but
not in the immediate future. New institutions must be built, legal as
vell as economic. Inflation is serious, but this partly reflects the
restructuring and redistribution. In the 1longer run, greater openness
and greater efficiency could create new trading opportunities for the
rest of the world. Thcse could extend to primary coumodities as well as
ranufactures, offering even the least developed countries new markets.

In this area, even more than Western Europe, the regional forecasts
suggest that there will be little stimulus to the rest of the world in
the short run (and the UNIDO forecasts may prove optimistic), as they are
forced to concentrate on their internal restructuring. In the longer
run, however, the external effects could be strongly favourable.

Latin America

Elac stressed hovw the economies of this region were also
restructuring to new patterns c¢f output (towards exporte) and to meet the
conseguences of the debt crisis. He and Szamuely thought that Eastern
Europe and Latin America differed greatly both in the reasons fecr their
indebtedness and structural problems and in how they were responding. A
common problem, however, was inflation, and Tlac warned of the
difficulties of reducing this once economies had adapted to it. Eports
had increased greatly, and nev products had beenn found, so that
manufactures in Mezice had tripled in 5 years and non-ccpper exports in
Chile, for sxample, novw exceeded copper. Countries were trying te
diversif;‘xncreasc cxternal income as well as to reduce vulnerability.
They vere also changinyg the direction of their international contacts,
vith regional trade pacts and much worc investment from Japan.

The central  issue and constraint in the analysis, hLowcver, remained
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prospects foer 1939 resmained very poor. In 1388, some forecasts had been
much too optimistic because they had not allowed for the serious effects
of the traznsfer of large debt servicing payments out of the region on
investment and growth; these would remain & constraint in 1989. But once
it was removed, the economic changes that had alrcady taken place
suggested that more optimism was possible.

Ihbacitrons of the "liudy

The forecasts for this region thus illustrate particularly clearly
the way the performance that could be expected from either a supply or
demand based international forecast is subject to constraints: Latin
kmerican performance had been worse in 1988 than either had suggested,
and would remz2in so in 1989, in spite of its obvious spare capacity and
its remarkable exports, because of the depressing impact cf the capitel
cutflows.

Tropical Africa

Throughout the discussions Shaaeldin stressed the more fundamental
problems facing Africa. Most countries there have suffered severe
continuing falls in per capita income, and even the most optimistic
forecasts for the future hope only for a levelling off (3.5% growth for
GDP, with population slightly below this}. The region is less responsive
to external growth than others. There is no recent period of rapid
growth to suggest a successful path to which it could return. For 1989,
he expected slower growth than the UNIDO projections, with some pick up
thereafter, if both domestic policy and external conditions improve. 1In
the short term, stabilisation and shifts from public to private
investment werc lLound to ke deflationary. .

Manufacturing output had increased rapidly during the 1270s, but the
pace had sloved in the 1980s, discouraged by low dcmestic demand and lack
of investment. The structural adjustment programmes tilted domestic
prices to favour agriculture, reinforced by liberalisation of imperts and
foreign exchange regimes, while public sector investment vas “cut back.
In many countries savings and investment ratios continued to fall in
1988. The importance of domestic demand and savings meant that
manufacturing was dependent on, and thus would be constrained by,
perforrmance in the primary sector.

Structural adjustment was likely to bc slow to produce results, and
could fail without additional capital. For the longer term, he thought
the evidence was still mixed: some of the ‘'successes’ had benefited from
higher inflows of capitail. Some increases in major export crops had
occurred, Lut these could be explained by rehabilitaticn or greater
political stability, as wvell as price or other incentives, suggesting
that rates of increasc could not be sustained once the recovery was
complete. Commodity prices were unlikely to rise sufficiently to
increase incomes: the najor African crops were in surplus, and new
suppliers ocutside the region were expanding. As private capital inflows
were not expected, Africa’s import rcapacity and grovwth depend crucially
on the multilateral irstitutions continuing to increase the volume of
their lending, although the level of se:rvicing for exzisting debt is
already too high for many countries.

Improvements in cfficiency ir the agricultural and manufacturing
cctors will lcad to greater growth in the 1long run, although the cut
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agoods. On exports, the problems are more on tl¢ supnl}y side: lack of
iefractrecture and economilic and politicel stakility. than from either
external demand cr protection. (For this reascn, possitle losses of
trading preferences from the EC or all industrizl countries are not
sc¢rious vorries.) Although a few countries havc a promising base from
vhich to 1increase manufactures, on the whole the gap between 2Africa and
the rest of the worlé was expected to widen.

The analysis of Africa suggested that for mcst countries, the most
important external irpact could come from inflows cof capital ard
technology, rather than variations in ex.ernal economnic performance. In
the abscnce of these, tropical AFrica could move only very slowly to full
participation in the world economy. Intra-regional trade and investment
were also constrained by lack of infrastructure.

Indian subcontinent

In contrast to most of the regional forecasters, Bhatty was much
more optimistic, particularly for India, than the 1initial URIDO
expectations, stressing the good performance of industry since 1985, and
the tendency of official figures to understate performance because of the
difficulties in ccvering small firms. The reduction in fluctuations in
agricustural performance (and in particular the recduced vulnerability of
the agriculture sector to external events), the growth in incomes which
had made spending on non-food a 1larger, and hence less variable,
proportion cf inconme, and diversification and an established
infrastructure, in skills as well as capital, had all contributed to a
tas: fcr good perforzence. In “he medium term aggregate growth of 6% was
expected in the Eighth Flan (starting 1990), with consumer duralbles
‘eading, but also rapid growth of basic ard capital goods.

The problems were now in finding the politicel will to cut declining
industries, and also in finding new sources of savings. Up to now
household savings have been impertant, but there is a need to mobilice
ther from new enterprises and to reform the tax system to cope with new
sources of income. The supply of fcreign tcechnology was less of a
constraint, with European companies in particular willing to supply it
separately from direct foreigrn investment. On trade, Bhatty put more
welaht on domestic factors (high preofits and eupply censtraints) than
externzl demand or protection.

In the cther countries of the regionm, growth was held back by
2ifficulties in transferring activities from the puklic te the private
sootor, and in scmo walr conditicens.

China

China has greun (xecepticnally rapidly in  the last few years, but
Fuang stressed that this vwas based on industrial growth (at about 20% in
1927, with agricultural producticn stagnant o1 falling, and that the
industrizl growth hLad been unbalanced with very rapid increases in light,
coasumcr industries, and slowver (although still high) greuth in capital
and xining industries. The worst imbalance has been hLigl construction
investment, asscciated with high inflation. Encouragement to increase
¢porte diverted some goods, caucing domectic shortages and/or higher
inports, cc thal this pattern must be changed. Exports are also now
being constrained by protection abroad, notabkly in the US.
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Bore emphasls on L,rUIl-ulture, and enccuraccment of n=ghgr Savings are
intended to covrect tlis. 1269 and 199C are thercfore expected to be

Years of counsclidaticon, with a slowdown Ia growtl: (although at 7.5% it
vag still cxpected (¢ Le higher than average). This had not been assumed
in the initial UNIIDC forecasts. Monetary policy to reduce inflation
would be difficult t¢ implement because the responsiveness of regional

banks to local dcrand for money makes it difficult to impose central
controls.

The Chirise forecast thus suggested that in order to rectify what
was seen as an unbzlanced and excessive expansion, grovwth in the short
term had tc be slower than supply-based forecasts might suggest. This
charge was not forced by external demand: it could even lead to a
worsened bhalance of payments position as imporis are less constrained
thar exports. The role of regicnal policy, on exports or investment, was
alsc important.

riddle East

(Discussed In the absence of regional representation.) This area
seemed particularly exposed to external influences. The course of the
0il price is the most cbvicus example: on the basic cf the relatively
pessimistic expectations fer growth in most areazs in the cshort term,
followed by faster grewth in the second half of the 1990s, the price
could jump then. Suprly conditions could reinforce this pattern: peace
in the region could izprove supply conditions in the first part of the
1990s, .sut {alls in supplies from alternative areas' were expected

thereafter. The area's long-run strategy of resource-based
industrialisation wculd need to look carefully at markets and at other
factors of producticn besides cheap energy: in goods such as

petrochemicals, its comparative advantage seemed clezr, but evzn low cost
metal production might ot secure an advantage where there was already
over-supply. ’s ‘he European Yediterranean countries, notably Spain,
Portugal, and Greece, saw their wages rise within the EC, other
iediterranean and Kiddle Eastern countriec, which had relatively highly
trained lzhour fcorces, at  Jlower costs, could benefit. The EC 1992
initiative could cause difficulties to some sectors in the short run, but
in “he longer run cculd offer a better export market.

Once again, the group saw sericuc temporary pretlems c; acjustment
tc changirag wmarketz ind supply conditionz, with petential financing
censtrainte, but tho potential for more rapid development in the longer

Yult.

East and Southeast Reia )
(Discussed in  the absence c¢f regicnil! represeatatiorn.) This 2rea
waS also expected to be particularly vulnerable to external forces, but
acre frem policy thun  frewn demand. Grewing trade protcection by the EC
ad the US could damage the grovth of manufactured exports. On the other
hand, they have been alle te suctain good performance in cpite of past
protection, and it can Le argued that their growth (which has greatly
nzceeded that of thoir export markets) has oved much to domestic policy.
They in fact illustrate the importance of being able t¢ make adjustments
and transitions toe v wconoinic  and  policy conditierns, within their
domestic econonies (the sucreaces in real vwages and chift towards cutward
seeentaant) o ned) oan owntarnal, The diacussions of Wesr and Eaast Lria
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Iesues arisine from the €iscussion

In the shert to zedium term (2 to 5 years), mest of tlhe regioral
forecasts were lower than those by UNIDO, but most of the groun saw this
as a period of adjustzent or correction, to be followed Ly higher grouth
by the second half of the 1990s, if not before. It 1is irportant to
distinguish this longer-term optimisx from that fcund in forecasts made
in the late 1970s or early 1980s. Then, there was a tendency to assume
that there vere tewnporzry difficulties that held growth below ‘normal’,
bit that in the medium term, there would be a ‘iv-turn’ to a previous
path. Now, the yroblem is explicitly seen as transforming cccnemies te
new domestic or regional structures or to new externzl conditions,
follcwed by new as well as stronger patterns of growth.

At the internationzl level, there may be substantial rezlignments of
trade, within regicns, notably in Europe and also within the Soviet Union
and China, and between regions, including for exanple greater commodity
trade between Tropical Rfrica and East Eurcpe. Szanuely emphasised the
;cssibility of considerable changes for East Europeazn trade patterns,
given its location (geographic, and pclitical, and economic) between West
Europe and Asic: as its domestic econonic cstructures change, the
resulting changes in its trade could affect the balances cf cther areas.
Other structural changes which could be mentioned are the changing
patterns of trade of multinational companies, and the tencion between
growing awareness of global markets for goods and factors and production
and increasing policy pressure %tovards regional or bilateral trade
groups. Langhammer argued strongly that in the long run world
perforzance wculd be strengthened by these regicnal renrganisations,
rotably that of the EC in 1992, and Kutch was optimistic about increased
trade¢e ameong Japan, Chira, and East Rsia. DBhatty saw grewing promise
vithin the South ZAsian region. He also cited changes in technclogy. but
it was impossible to know whoe would gain from these. All these processes

of restructuring clearly carry risks for the short term. Huang
«nphasised the uncertainties from the US: the i-bzlances and the
possible ways of correcting them representcd serious risks feor the world
in the short tera.

Aralytically at  least, ‘herefcre, the forecasts cof slow then faster
grouth appear io be nore firmly based than in the past. This pattern is
seen in Sast and  Yest Zurope, Latin America, and China, ind perhaps the
¥iddle East. India ané Japan were thought toc bu coupleting transitions.
Africa, as Shaaeldin argued strengly, remains cutside this process or any
domestic or external decvelopment pattern. In terms of 'industrial’
comntry trade inpact on ‘developing’, the discussion suggested relatively
little externs! impulse from Fast or West Eurspe in the immecdiate future,
witl soie faprevencat latir, vwhile Japan weuld contimue to provide scn
dumand, but falling in the futurc. The very high growth of trade irn 1988
arpcarcd to ke the result c¢f special conditions and the compnesition of
derand, including im particuler the highk investment in mary arcas, ud
thirefire net a2 sustalnable pattern. {Sut even carly in 1982 as th,
group met, thoro were some indications of still rapid trade grouth.)
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Rilelh Counilzes le likely T0 lemain the nost Kdylu-y ¢rowing, while sub-
Satatan AMrila rewmaias depressed. The 3difficulty of increasing
1nveztient &nd inproving perforsance while scervicing large existing debte

and  witheut new inflows of capital was, as Elac stressed, a central
currevnt prollen for Latin Arerican countries. But if the debt servicing
counll be hrought down, adjustients could be mede to permit faster growth,
even if not  at  Asian  levele. Shazeldin identified a few Rfrican
countries where adjustment combined with rapid growth of exports also
appeared to cive hopes of success. For most, however, the burder of pa:st
dekt and insufficient nevw resources did not permit a transiticn to
sicnificant growth in per capita incone. Sore Zsian countries clearly
had zchieved strong rates and Ligh levels of develcprent so that there
vas discussion of the reasons for the differences, other than obvious
¢zeacelic charesctiristics like sizeé and location. Three closely linked
fectors: timinug, transitions, and speed, seemed Lo emerge.

External capital and markets might not be crucial, but they were
clearly helpiul, and those countries making the trancition to industrial®
iich investment patterns when capital was cheap and marketec expanding
raplc;y had had an advantage. Countries where domestic irfrastructure
w33 still a constraint, as was still true in Africa, but now less so in
Latin America, were not able to take advantage of this.

Even countries with recent high growth 1like India and China were
finding it neccssary novw to move to nev industries or different patterns,
a normal part of development. How smoothly and rapidly this could %
zar.aged would depend on the strength cf established interecte within the
countries and cn how favcurablz domestic and external cconomic conditions
were (to minimise the cost to '0ld’ in-ustries).

The longer the whcle development process took, perhaps because of
lew cr interrupted external growtlh, or constra1rt= like existing debt-
vicing commitrents, the older 'old' industries would be, and therefore
Laps, stronger. If the nature of industry or trade has changed, to
‘zgquire more physical cr human infrastructure, for prcduction, transport,
or marketing, this may slow, as ¥%ell as raising the cost of,
industrialisaticn. Yore favourable external conditions than in the past
nay be needed to give an impulse ¢r comserve momenitum.
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The need to loch  at possibilitics for output and trade of services
‘az raised, as they are increasingly closely linkeéd with cr suketituted
io" zanufacturing. They way provide a sore d&ynawis or a less capital
intensive node, and precpects for trade ar¢ improving.
Ceaviusions
The contract hetw:oen the good perfrimance of the last two ycoare in
incdustrial country output and trade ané the wcak reflection of this in
Latin Amcrica and 2frica focussed attenticn or the need to encure that
thesi arcar could take advantage ¢f the opportunities expucted in the
$990s.  Reducing the Surden from past horrowing was essential.  Whether
thrcugh interest rete or capital reductlon, payments nust be reduced to
periit Lati. Meericad and AMrican countries to achieve saticfacteory net
inventment and grewth., Like most forccastcic now, the group assumed that
tLig wonld happen, but  there was son. discuscion of criteria and
acGulilace, hrgenents of fairness guggentad differentiation Ly country,

By hew o weldl othoy Lag wnod Uhe louns ox Low o poor they  rere, bul,  oon tho
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clelourate negoticted cysten (including that operated ziace 1982): #nd the
Yictory ¢f internctional negotiatious, fer examplc on lharders or trade.
sugeests  that sizple uethods of sharing cost. {2 zerec? forsulz foo

tar:ff reductions, fcr example) nay prove acceptatle as fair compronices.
As zlckal changes in interest rates and exchange rates have weorsened all
cdebtors' positions, firxing these in a way that reduced payments, perhape
based on what night have been cxpected in the late 1970s, could offer an

acceptable formula. Such ‘retrospective terrns adjustrment' is being
applied to bilateral official loans to the poorest countries: lenders
are converting ther tc grants. A similar retrospective adjustment to

terizs that 1leok feir in the light of current policies and ccnditions
could Le applied to the cozmercizl or multilateral cfficial lending which
rezsins the burden fcr Latin American and African countries.

Dealing with the cost of past borrowing, however, is only one
condition for future develcpment. For Africa, substantial new capital is
clearly required, and for other areas, notably Latin Awerica, it ic
desirable to improve the rate of development. One clear problem (nct
only for developing countries) was seen in the still highk level of rezl
interest rates. If these in fact reflect hicher inflation expectations
in the markets than among forecasters (an arcument v«hkich may szem
stronger by mid-1989), then new mechaniscs of capital inflow, to
rearrange the short term cash outflows, may be sufficient. If, however,
they reflect a permanent change to higher rates because cf greater
caution and uncertainty on the part of lenders, or if they are the result
of the industrial ccuntries' effcrts to manage world exchange rates under
asymmetriczl adjustment, then they may be 2 sericus impediment to usirg
external capital as long as these fears or such a pclicy continues. A
switch from 1lending to equity investment does not provide an answer as
the return investors wculd require would :zlsu be based on interest rates.

Host of these forecasts, a-¢ others, effectively assume that real
intcrest rates will remain high for the foreseeable future. It is not
yet clear whether the investment boom of 1988 was culy a delayed reaction
to the lower interest rates of the mid 1930s or a shift back to the
greater willingness to accept risk that is essentizl to sustained growth.

This implies that it 1is necessary to ccnsider how to irncrease
concessionary inflowe of capital and how to mobilice domestic savings.

Zxternal assistance woulld need to provide general, cgranme support, as
1e¢ll as project assistzance. This might be achieved for Africa, Lut Latin
Arncrica wonld have t¢ leok more te domestic saviags It right ke better

able to offer some hzy. 2f returns high enocugl <o a\txact capital evern as
prisent required rates of return.

Kuch of the diszussien had looked at micro-economic problems,
sectoral quecstions of the type diccussed in the Global Report, and how to
improve response eof  individual decisicn-malirs tc these as well as
nationzl, aggregate relationschips. Elac particulzarly ctiesscd the necl
to lenk at the managenent of economic recpuinsesz. In contrast, aggregate
questicne like the 'role of the public sector’' appeared not as issues in
thenselves, but rather pragmatic problems in particular ciicumstences.
Diversification remains an element of strategy, but the mneed teo look at
vhich industries are choeson in the light ¢f other countiics' choices was
clear from, for exanple, the discuscions of the FMiddle East and Africa,
so that it Lecones g o Yereat of dndnetrial stratcoay  net simply of
waCroecobmi i rivk  sedun i, The syeclionised  wovements In coanidaty
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Uiyeos .« wle ca appariul trend from tn\ past as a policy
tocl for the future may f£fail if othire Lave made the same observations.
IV is diflicain [ ilentify giueral rules about apprepriate
industrialisatiu.  c£irategles as  relative czpital and technclogy
intensitics changs: and slse, as Szaruely pointed out, as industrics move”
to greater cophasis on orientation to rarkets, aweay frox determination by
rescurces.  Ian &1 these circumstances, transfers of technology nay

2scume 2 greater importance relative to transfers of capital.

If dcviloping countries can attain position5where they can respond,
opportunities fron the rest of the world coulé be favourable. Output was
cxpected to expand, and trade could follow, certzinly for manufactures to
industrisl countries; probably for intra-trade I; Asia, and possibly in
Africa and latin RAzerica; and in the Jonger term, for commodities to
Eastern Europe and China. The GATT Uruguay rcund wvas looking (even 1in
Yarch} more favourable than had been feared in December, and, in some
coamodities, more than had been expected before it began. The faster
than expected grewth and higher *han expected investment in 1238 in the
industrial countries could indicate thzt they were making the structurzl
adjustments long identified as necessary by UNIDO and other international
c¢rganisations: this would favour trade ané could reduce pressure for
increasing  protection. This optimism, hcwever, should nct be
cxaggerated: expected growth rates of output and trade are still not at
1960s levels (although comparisons no longer seem absurd), and while some
forecasters did not find protectionism a major problem, it clearly
rexains s¢, not least for the two largest countries: China (where Huang
particularly mentioned it ac a constraint) and Indiz (cne of t}: most
conspicucus participants in the Uruguay round).

By focussing on the regionzl conditions and constraints which modify -
expected economic rperformance, thke group Lrought out how these may
Frevent a region from responding to ‘'world' cenditions or allew it to do
better. It also reminded the participants of the role of ron-economic

constrainte: the respect Zfor rules vhich conditions debt and trade
actions and also thc respect for sccial criteria which governs national
policies. The iInteraction of the three forcecs, economic development,

international order, and naticnal responsibilities, can be recognised,
zlthough not resolved, in such a discussion.

Zhe¢ila Page
Cverseas Development Institute

cf participants.






